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The rare confluence of three seismic events—COVID-19, deep-seated social
unrest, and a global recession—poses unprecedented challenges for companies
and boards in the weeks, months, and perhaps years ahead. Few companies,
if any, will come through these challenges thinking or operating the same as
before—and every company’s strategy, resilience, and responsiveness to its
stakeholders’ expectations will be put to the test.
As many of the directors and business leaders we’ve
spoken to recently have emphasized, the stakes are
high: much of corporate America is at an inflection
point, there’s no playbook for many of the issues
companies are now grappling with, and boardroom
leadership will be pivotal to the outcome.
While each of these events poses a unique set of
challenges for business leaders and boards, they are
interrelated in at least one important respect: they
all highlight a range of social issues that have long
been unaddressed or ignored, and they put an even
brighter spotlight on corporate social responsibility.
Just what is the company’s role and responsibility
in society? Are companies doing enough to make
real and lasting changes to combat systemic bias
and racism? Are workers at every level viewed
as essential drivers of long-term corporate value?
These questions have gained new urgency alongside
the challenges of restarting and operating in a
post-pandemic environment.
To understand how boards are addressing these
challenges simultaneously, we spoke with lead
independent directors, hosted a series of virtual
meetings with board and business leaders, and
surveyed more than 300 directors. Five major
themes emerged:

— In the near term (6–12 months), COVID-19 will
continue to redefine business as usual for nearly
all companies—and their boards—regardless of
industry, size, or geography.
— Boards are asking whether their companies are
doing enough to make real and lasting changes
to systemic bias and racism.
— Boards are encouraging their management
teams to plan now for the longer term (12–24
months) when companies will begin to recover.
— As the view becomes clearer with hindsight,
boards are beginning to focus on gaps and areas
for improvement revealed by COVID-19.
— Boards are encouraging their management
teams to consider the implications of COVID-19
for business and society more broadly.
Each of these themes, with insights from our
conversations and survey findings, is discussed in
more detail.
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In the near term (6–12 months),
COVID-19 will continue to
redefine business as usual for
nearly all companies—and their
boards—regardless of industry,
size, or geography.

boards are focusing on the company’s changing risk
profile—workforce risks, customer demand, financial
risks, compliance risks, cybersecurity, and supply chain
risks—and 71 percent said they’re focusing on scenario
planning for the period of recovery and beyond.

Understanding the scope of COVID-19, its impact on
the company, and management’s response plan has
required boards to bring a new level of intensity to their
oversight and to rethink how they should exercise their
oversight—e.g., the frequency of communications with
the CEO and management, use of virtual meetings,
use of board committees, the role of the lead director,
etc. “Just as the company had to adjust quickly to
changing conditions, so did our board,” noted one
lead director.

Directors stressed that human resource issues
stemming from COVID-19 have been the subject
of substantial discussion by the board, particularly
employee health and safety, employee productivity,
engagement and morale, and normalizing work-fromhome arrangements. “In a crisis of this magnitude,
leadership and communications are key, and
understanding and compassion are more important
than ever. Have patience and tolerance for delays.
And reach out and thank individual members of
management more than before.”

To get a sense as to how board oversight has been
calibrated or adjusted to meet the challenges posed
by COVID-19, in May and June we surveyed more
than 300 directors. The following are some of the key
survey findings:1

When asked what operational changes required by
COVID-19 were most challenging for the company,
42 percent of directors cited employee health and
safety, 38 percent cited business continuity, and
36 percent cited remote working.

— While ultimate responsibility for oversight of the
company’s response to COVID-19 resides with the
full board, 23 percent of directors said that their
board established a special committee or tapped
a standing committee to focus on the company’s
response—meeting regularly with management
and reporting to the board. Nearly half reported that
their board spread responsibility to oversee various
aspects of the company’s response to COVID-19
among its standing committees based on the
committees’ areas of responsibility.

Other observations from directors regarding working
with management teams in the immediate response
to COVID-19:

— More than a quarter (27 percent) said that their
board has held formal (virtual) monthly meetings
during COVID-19, with 18 percent holding formal
weekly meetings.
— Most directors reported an increase in informal
communications with management—with
46 percent reporting weekly or more frequent
informal updates.
— In a separate survey of some 25 lead directors, two
thirds said that their time commitment increased
5–10 hours per week compared to pre-COVID-19.2
What have been the key areas of focus in these
frequent management updates and board meetings?
Directors cited financial performance including liquidity
and access to capital (93 percent) and employee and
customer safety (90 percent) as the top two areas
of focus. More than 40 percent reported that their
1
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— “These are unprecedented circumstances. How we
exercise our oversight—and what is the appropriate
level of involvement—is a critical question.”
— “Focus on how we are treating stakeholders,
[including] employees and customers. Safety
first. Customer needs and expectations. It’s an
omnichannel environment. Supply chains and
vendor relationships are key.”
— “Companies will be judged harshly by the
stakeholders they dealt with during the crisis.
Shareholders will be more forgiving because they
are more forward-looking.”
— “Having a handle on management continuity and
board continuity has never been more important.
Look at emergency succession for the C-suite and
board, committee chairs, and the lead director.”
— “Even if you started with a strong balance sheet,
that doesn’t save you, but it does lengthen the
runway you have to figure it out.”
— “COVID has intensified the importance of the role
of the lead director. Each company is different. For
companies with more experienced CEOs, the lead
director can be more of a sounding board for the
CEO and make suggestions for when the board
needs to be involved. At a company that is still in
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growing mode, more engagement with the CEO
and management is important.”
— “Culture is hard to maintain when you’re working
remotely. How do we deal with culture and
mentorship when people are working remotely?”
— “During the crisis, we obviously need to focus on
management’s immediate response to the crisis,
but we also need to look further out, ensuring that
management is focused on the long-term impact of
COVID on the company’s business model, strategy,
and operations.”

Boards are asking whether their
companies are doing enough to make
real and lasting changes to combat
systemic bias and racism.
COVID-19’s detrimental effects have fallen
disproportionately on employees and communities of
color. Coupled with the social unrest triggered after
the death of George Floyd, the national dialogue has
focused on a heightened consciousness of systemic
racism and inequities.
Headlines such as “CEOs Talk Social Justice, and How
They Can Do Better,” “Corporations Have Failed Black
America,” and “U.S. Businesses Must Take Meaningful
Action Against Racism” point to the soul-searching
that many companies are—and should be—doing as
protests against racial inequality and injustice spread
across the country.
In his letter, “Dear white corporate America,”
Omar Johnson (founder, Opus United) offered this
advice to business leaders who want to take a stand
against racial injustice and prejudice:3
“Analyze where you are as an organization. Set
goals for where you want to be. Put in place
incentives to achieve these goals. Measure against
them ruthlessly and relentlessly with KPIs. This
is core-business stuff, not extra credit … Outside
your walls, you have to step up. As businesses, you
have obligations to the communities you benefit
from. And that work has to start now. Time is of
the essence.”
Are companies doing enough—using their financial
resources, influencing public policy, engaging in
public/private partnerships, and leading by example
(“walking the walk”)—to make real and lasting changes
to combat systemic bias and racism? CEOs and board
members of leading American companies interviewed
recently acknowledge the painful reality that the
country—and corporate America—have not made
enough progress and that there is still much work to
be done.
Watching, listening, and acknowledging the pain
that Black Americans are suffering is imperative
and speaking out with statements of concern and
support matters. It is clear, however, that companies
will be expected by their communities, employees,
customers, and investors to drive real, lasting change—
to back up their words and soul-searching with action,
and to show measurable progress.
To that end, a number of Black executives and business
leaders in recent interviews emphasized some practical
actions that companies and their boards can take to

3
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help drive diversity and systemic change. And while
acknowledging that sweeping social change is difficult,
these Black executives’ suggestions, taken together,
can drive progress in a very tangible way, company
by company:
— Clearly commit to building the company’s pipeline of
diverse employees and board members.
— Be skeptical when told that lack of progress is
due to a “lack of qualified candidates.” The phrase
is often misused and an excuse for insufficient
recruitment efforts.
— Set aggressive targets for diversity at all levels,
including leadership and senior management,
business unit heads, middle ranks, and internships.
— Measure progress and hold the CEO and leadership
team accountable by linking progress on diversity
to compensation.
— When choosing vendors/consultants, consider their
track records on diversity. Require vendor teams to
include people of color.
— Tell the company’s diversity story in detail. Disclose
workforce diversity, including breakdowns by pay
and seniority level. And use that analysis to find and
fix inequalities that surface.
— Redouble employee training to combat racial bias.
— Reassess the company’s political lobbying. To what
extent is the company advocating for social justice
programs versus taxes and regulatory issues?
— Understand the risk of racial bias in how the
company uses data—particularly as COVID-19
accelerates the use of data analytics and artificial
intelligence (AI).
As the CEO of a prominent retailer noted recently, his
personal long-standing commitment to social justice—
and his company’s—has been re-energized by the
wave of protests and calls for systemic reforms. He
noted, however, that “walking the walk” starts with
taking care of the company’s own house.

Boards are encouraging their
management teams to plan now for
the longer term (12–24 months) when
companies and the economy will begin
to recover.
Despite the ups and downs of the recovery and setbacks in “reopening” timeframes around the country
to date, companies must plan now for the longer term,
when companies and the economy begin to recover.
It will be critical for leaders to understand the trajectory
of the COVID-19 virus and the recovery path for the
sector, be nimble, and have a vision for the new reality
so they can assess their current positioning and adjust
their strategies and business models to eventually
thrive. Preparing for a recovery and weighing the
longer-term implications of COVID-19—for strategy and
risk, the operating and business model, and the future
of the company—are quickly moving front and center in
boardroom discussions. What is our plan for recovery?
And what will the “new reality” or the emerging
business environment look like as COVID-19 abates?
As Mark W. Johnson and Josh Suskewicz wrote in a
recent Harvard Business Review article:4
“Inflections that you might have had five years
to anticipate in a normal environment might
unfold in a matter of weeks or months. Trend
lines, such as those towards telecommuting,
telemedicine, online shopping, and digital media
consumption, are suddenly much steeper. Global
supply chains are broken. Healthcare delivery is
likely to change in ways that will make the last
decade’s adoption of Obamacare look trivial.
Many of your B2B customers may be shut down;
millions of consumers are out of work. Some of the
fundamental assumptions underlying your current
business model may have been (or may soon be)
upended. In short, the business environment that
you land in when the pandemic comes to an end—
which could be one to two years from now—may
be very different from what it was before the crisis
began … You need to begin preparing now.”
That said, COVID-19 poses different challenges for
different companies and sectors, and the recovery will
not happen uniformly across all sectors. As discussed
by KPMG Principals Kevin Bolen and Steve Hill, we
see a mix of recovery patterns emerging, influenced
by many factors, including how quickly demand will
recover and the degree of permanent change to the
industry’s underlying economics or value chain.

4
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To illustrate, they identified four recovery patterns at
the company/sector level:

40%
Transform to re-emerge: Industries/companies
that will recover along a protracted path, requiring
capital reserves to transform operating models
and keep up with new consumer expectations.
This could take a “U” shape—when it lasts more
than a few quarters (e.g., travel and leisure,
automotive, durable goods, healthcare, and real
estate/construction).

40%
Modified business as usual (BAU): Industries/
companies seen as daily essentials that will suffer
during the consumer slowdown, but recover more
quickly as consumer demand rebounds. Although
some are now forecasting a more prolonged period
of pain, others argue that the recovery could take
a “V” shape—when an equally sharp recovery
comes after the initial plunge (e.g., banking,
insurance, consumer goods, agriculture,
and transportation).

14

%

Surge: Industries/companies that scale rapidly
because consumer behavior changed permanently
in their favor during COVID-19 (e.g., online retail,
interaction platforms, streaming media, pharma,
food delivery, and telemedicine).

In our survey, only 5 percent of directors reported
that their companies were in the hard reset mode,
40 percent said they needed to transform to
re-emerge, 40 percent said they were in modified
BAU mode, and 14 percent reported that they were
in surge mode. Perhaps not surprisingly, 55 percent
of directors anticipate that their companies will have
to rethink near-term strategy “in a substantial way”
and 48 percent said the same for long-term strategy
as they assess the business implications of managing
remote workforces, accelerating digital transformation,
changing customer demands, building more resilient
supply chains, and strengthening connections with
customers in the weeks and months to come.
Organizations further along in their digital
transformation will have an edge—converting
their data-driven insights into emerging customer
preferences and an ability to rapidly pivot their offerings
and pricing will yield faster returns. Eventually, in
recovery, consumer demand for some companies
will bounce back as jobs are restored or created and
general anxiety eases. And then comes the new
reality, which no one can predict with any certainty,
but in which we can expect some current trends and
behaviors to be sustained.
Throughout this journey, companies must think and act
strategically and continuously assess their strategies
and business plans influenced by economic, sector,
and company predictions. In refreshing business
strategies and forecasts, Bolen and Hill recommend
that companies and boards consider the following:
— Recognize that, by definition, any forecast will be
only partially accurate. Be prepared to pivot and
regularly adjust models.
— Be creative and consider the art of the possible.
Take into account a host of factors, including the
significant impact on global supply chains and new
norms for customer interactions.
— Contemplate the inevitable blurring of sector lines.
Challenge current sector thinking and consider
opportunities for new or modified services across
disparate sectors.

5%
Hard reset: Industries/companies that struggle to
recover due to “permanently” lowered demand
for their offerings, insufficient capital to ride
out an extended recession, and/or poor digital
transformation execution. This could take an “L”
shape—when recovery takes a long time and
results in long-term economic damage (e.g.,
airlines, brick-and-mortar retail, hotels, restaurants,
and entertainment venues).

— Rethink and prioritize business agility. COVID-19
has illustrated the significance of being able to pivot
quickly. Evaluate whether you have the right digital
capabilities and supply chain strategies to respond
effectively to major upheavals.
— Consider new alliances and the power of
ecosystems. Start thinking now about how
new partners and third-party alliances may
shape your future operating model and support
digital transformation.

Note: Does not equal 100% due to rounding.
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As the view becomes clearer with hindsight, boards are
beginning to focus on gaps and areas for improvement
revealed by COVID-19.
COVID-19 has shined a light on business plans and processes—such as strategy, crisis
management, business continuity planning, and enterprise risk management (ERM)—as well
as board oversight processes that may need to be reassessed by the board and management
going forward. For example, in our recent survey, we asked:
As a result of COVID-19, which of the following areas of the business do you anticipate
the company and board reassessing in a substantial way?
Remote working and alternative
work schedules

60%
55%

Near-term strategy
Long-term strategy

48%
39%

Crisis readiness and response

33%

Supply chain/third-party risk
Labor force, including automation and AI

31%

Balance sheet, use of capital for buybacks
and dividends

28%
27%

Company’s risk profile and ERM processes

23%

Viability of the business model

20%

Nature of earnings guidance
Leadership pipeline
Corporate purpose and views of
multiple stakeholders

18%
9%

Multiple responses allowed.
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We also asked about board effectiveness: Which aspects of the board’s operations,
engagement, and effectiveness has the COVID-19 situation shown to be potential areas
for improvement?
Understanding the company’s strategy and risk profile

37%

Willingness and ability to challenge management on
fundamental assumptions regarding strategy and risk

33%

The need for more frequent meetings/
informational communications

32%

Information flow/reports to the board

25%

Allocation and coordination of risk oversight
responsibilities among board committees

19%
18%

Familiarity with key roles/people throughout the company
Effective working relationship between the
CEO/management team and the board

17%

Diversity of skill sets and/or perspectives on the board

16%

Succession planning for committee chairs/lead
director or independent chair

16%

Other

10%

And we asked about the board’s time commitment going forward: How will COVID-19
impact your board’s time commitment over the next several years?
Moderate increase due to COVID-19 likely to continue

43%
40%

Gradual return to pre-COVID-19 levels
Significant increase due to COVID-19 likely to continue

13%

COVID-19 has had and will continue to have a significant impact on board oversight and
operations—including the need for greater time commitment, a deeper understanding of the
business model and strategy, and a more intense focus on the issues that matter most to the
success of the company.

©2020 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
The KPMG name and logo are registered trademarks or trademarks of KPMG International. NDP106864

Seismic events put strategy, resilience,
social responsibility to the test

7

August 17, 2020

Boards are encouraging their
management teams to consider the
implications of COVID-19 for business
and society more broadly.
For years, companies have been facing increasing
demands—from investors, research and ratings firms,
activists, employees, customers, and others—for
more transparent and higher quality information about
corporate sustainability efforts. How is the company
addressing environmental, social, and governance
(ESG) issues and risks? How does the company define
its corporate purpose, and how is it considering the
interests of stakeholders—employees, customers,
suppliers, and the communities—in addition to
shareholders.
What has been the impact of COVID-19 on companies’
ESG and sustainability efforts? While some suggest
that companies may have placed sustainability and
ESG issues on the back burner, others argue that
COVID-19 has helped companies identify the ESG
issues that are most critical for them. For example,
how a company addresses employee issues (such
as diversity and racial inequality, health and safety,
sick leave, and work-from-home arrangements) and
communicates with its supply chain and customers
regarding their COVID-19-related challenges highlights
the importance of the “S” issues and how the
company treats its stakeholders in creating sustainable
long-term value—and may have a major impact on
reputation.
As Goldman Sachs observed recently:5
“COVID-19 has brought to light the importance
of the workforce, community and customer to a
company’s bottom line. We’ve long known that
a company’s ability to be resilient in times of
distress is rooted in both financial and nonfinancial
factors, including Environmental, Social and
Governance (ESG) factors. While the focus in ESG
has historically been on governance practices and
environmental metrics, we are now seeing social
issues at the forefront.
In some ways, this is not as much a new revelation
as it is a more visible one; 2018 saw more CEOs
stepping down due to ethical lapses as opposed
to financial performance, and stakeholders have
increasingly been engaging with companies

5
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and the COVID-19 Crisis,” Wachtell, Lipton, Rosen & Katz on the Harvard Law
School Forum on Corporate Governance, May 31, 2020.

to disclose more on ‘S’ metrics. The global
pandemic has both amplified and accelerated
the push of social issues as an economic reality,
driving forth the evolution from the ‘S’ as a
values-based question to the ‘S’ as a material
business question …
There will be increased acknowledgment that
‘S’ factors can help investors to understand how
resilient a company may be ... As asset owners
join forces to call for corporate action to support
crisis efforts, it has become clear that today’s
decisions regarding community engagement
and societal benefit have the potential to
meaningfully impact a company’s reputation.
COVID-19 demonstrates a stress test of sorts
for performance on ESG metrics, and investors
are seizing the opportunity to use ‘S’ factors
to assess whether companies are prepared for
future crises or unexpected events …”
And as Wachtell Lipton has noted in “Corporate
Governance Update: EESG and the COVID-19
Crisis”:6
“At the start of 2020, most firms’ EESG
[employee, environmental, social, governance]
priorities likely included climate change, pay
equity, and gender diversity, and perhaps data
privacy and human rights abuses. While these
topics have been pushed out of the headlines
for now, some EESG issues are likely to gain
prominence in the post-COVID world. It is clear,
for example, that companies must focus on
the allocation, treatment, and vulnerability of
their human capital. The pandemic has made
employee safety—including not just workplace
injury, but also contagious disease and emotional
distress—a top priority. Consumer-facing
companies also are working hard to ensure that
when they reopen their doors, they do so with
precautions designed to minimize public health
risks for their customers and their employees.
Many of these measures—such as frequent
sanitizing of equipment and surfaces, and the
proliferation of contactless transactions—along
with an emphasis on wellness generally, are
likely to persist after the pandemic is past. For
companies elsewhere in the supply chain, the
pandemic has highlighted the importance of
human capital. Businesses are likely to augment
the medical resources available to employees,
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In which areas should COVID-19 be prompting business leaders to rethink how their
companies create long-term sustainable value?

Business landscape changes due to accelerating
socioeconomic and geopolitical trends

67%

Building and maintaining resilience
and becoming more sustainable

60%

Commitments to stakeholders, including shareholders,
employees, customers, supply chain, and communities

47%

Corporate purpose and creation of long-term value

36%

Which environmental, social, and governance
(ESG) issues are central to the business

32%

Executive pay/pay equity and stock buybacks

13%

Role of business in addressing climate
change and other global risks

13%

presumably with corresponding safeguards for
employee privacy. There may be greater support
for employees with sick family members and
employees who have been furloughed. In addition,
the pandemic is likely to have a lasting nationalistic
impact as nation-states refocus priorities to ensure
that they are not relying on foreign countries for
important items such as pharmaceuticals, vaccines
and other crucial supplies.”
In light of COVID-19 and in the wake of the recent
protests for racial justice, we expect increasing
stakeholder demands for more transparent and
higher-quality sustainability ESG reporting and
performance. To that end, boards should encourage
their management teams to reassess the scope
and quality of the company’s sustainability and ESG
reports and disclosures—including benchmarking
against peers, consideration of the methodologies and
standards of various ESG raters, and understanding
the expectations of investors and other stakeholders—
and to review various ESG reporting frameworks for
possible adoption by the company.
Importantly, however, this is about more than
ESG ratings. It is also about how ESG risks and
opportunities are handled and their impacts on

the creation of long-term value. Investors want
to understand which ESG issues are of strategic
significance to the company—i.e., key to the
company’s long-term performance and value creation?
How is the company addressing ESG as a long-term
strategic issue and embedding it into the company’s
core business activities (strategy, operations, risk
management, incentives, and corporate culture) to
drive long-term performance and value creation? Is
there a clear commitment and strong leadership from
the top as well as enterprise-wide buy-in?
As one director commented, “Real transparency is
not easy, and it’s usually uncomfortable. But to make
real progress and be accountable as a company today,
you have to ‘show your work.’ What targets have you
set and what are you doing to reach those targets?”
Indeed, in light of the social justice protests and “S”
commitments that business leaders have made to
various stakeholders in response to the confluence of
recent events, expectations will continue to grow for
companies to “show their work,” shortcomings and all.
The company’s progress on these ESG issues—from
employee well-being to addressing social justice issues
and climate risk—will be front and center for a range
of stakeholders as we head into a challenging recovery
and a new reality post-COVID-19.
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