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ABSTRACT

This paper offers a new and dissmilar look a the origins and future of corporate and
organistiond reputation. From the outset it is written with an awareness of the risng
importance of Corporate Socid Responshility.  After defining the key terms, | examine
how dfferent organistions have atempted to quantify reputation, what methodologies
they have used, and how usgful the results are. The current body of knowledge has been

rationdised forming seven key elements of reputation.



MAKING SENSE OF IMAGES, IDENTITY, CHARACTER AND REPUTATION

“ Reputation is the cornerstone of power. Through reputation alone you can
intimidate and win; once it slips, however, you are vulnerable, and will be
attacked on all sides. Make your reputation unassailable. Alwaysbe alert to
potential attacks and thwart them beforethey happen.” (Greene & Elffers, 1998)

All products, services and organisations engender images. These images are crested and
managed by both the organistion itsdf and its dekeholders. Organistions have
treditiondly excdusvedy maneged this imege usng a vaidy of time honoured
propaganda techniques. Things have changed, the Internet, as an example of one of
today's liberaed and mogt influentid propaganda mechines, is not exclusvely under the
influence of corporaions. Sakeholders have become more powerful, dispersng
divergent and increesingly penetrative forms of propaganda.  As these new medias force
organisations to increase ther transparency, the corporate character is left exposed and
under threat. This predicament is not soldy redricted to corporetions, Peter van Ham
writing in the journd ‘Foreign Affars daes that, “Globdisation and the media
revolution have made eech date more aware of itsdf, its image its reputaion, and its
atitude’. Further dating that this implies “a shift in political paradigms, a move from the
modern world of geopolitics and power to the pos-moden world of imeges and
influenceg’ (Van Ham, 2001).

Imagery isaterm not often used in the corporate areng, it is used herein agenerd
senseto refer to dl of the induced perceptions or gppearances surrounding a‘subject’ (in
this case the subject is a company but the concept applies equdly to individuads). The

sgnificance of corporate imagery is based on the importance of appearancesin defining



one company from another. At the end of the day, if there is nothing which differentiates

your company from another then there is no reason for consumers to sdect your product

or sarvice above those of a compstitor.

Any discusson of corporate imagery will inevitably draw on the terms ‘corporate

image, ‘corporate identity’, ‘corporate reputation’, and perhgps ‘corporate character’.

Thee terms are sometimes used interchangesbly in reference to the same concept.

Before going any further | shdl now define what | mean by each of the terms.  Starting

with the fundamentads table 1 outlines the badc dictionary definitions of each word.

Although these definitions do not reae spedificdly to their contextua business setting,

they do give abroad undergtanding of their meaning.

TABLE 1
Abridged ‘Oxford Dictionary’ Terminology (Sykes, 1982)

Char acter

Digtinctive Mark, Collective Peculiarities, Person’s or race's idiosyncrasy,

Reputation.

| dentity

Individuality, Personality, Condition of being a specified person.

I mage

Artificial imitation of the externa form of an object. Character of a thing or

person as perceived by the public. Optical appearance.

Reputation

What is generally said or believed about a person’s or thing's character.
The word reputation is derived from the Latin reputatio-onis meaning:
1. caculation

2. thought, estimate, consideration




Reading thee definitions obvious pardlds can quickly be dravn between character and
identity and between image and reputation. Character and identity appear to be linked by
a reaive lack of extend influence Image and Reputation are controlled by public
perceptions and generd beliefs.

At a glance it would seem tha character and identity are andogous, they can
however be spaated a two leves  Frdly, identity refers to the conditions that
determine  individudlity. Chaacter however implies behavioura-based idiosyncrasies,
peculiar to an individud. It is the difference between physcd fact and behaviourd
redity. A person, object or organisation can act and look in two very different ways
Secondly, charecter is described as being representative of “collective peculiarities’, it is
suggested that these peculiarities are influenced to a degree by reputation.  The given
definition of reputation suggests tha character is influenced by both authentic and
perceptive components.

Sephen Covey was taking about persond character when he sad, “Our
character, bascdly is a composte of our habits Sow a thought, regp an action; sow an
action, regp a habit; sow a habit, regp a character; sow a character, regp a dedtiny”
(Covey, 1989). It is my bdief tha the same dmple logic gpplies to companies.  Covey
suggests that a habit can be defined as the “intersection of knowledge, skill and desre’
(Ibid). Tha is, knowing what to do, how to do it, and findly having the aspiration to do
it. Having capabilities in these key areas can provide individuds - and companies - with
enhanced effectiveness, leading to character building with reputationd implications.

Returning to the dictionary definitions, imege and reputation ae dso dosdy

linked. Both refer to what gppears to be there, rather than what is actudly there. The



difference being tha images ae daermined by the individud, reputation refers to
holigic, generdly held bdiefs  Therefore usng dictionary definitions aone reputations
gopear to be condructed from images, images that were origindly congructed from

identity and more importantly character.



CONTEXTUAL SETTING

At gat up, a firm has little in the way of a reputation, it has not yet built up brand vaue
and it will not have been the subject of mature images. It will however have an idettity,
that is it will have peculiaities that collectively form character. Albert and Whetten
(1985) define organizationd identity' as being “that which is centrd, enduring, and
didinctive aout an organization's culturé’. In other words, identity is a sdf -constructed
concept founded upon corparate values and culture, a leest a the beginning.  Following
on from this postmodern perspective, Gioia (2000) suggests that, “a bedt, a bona fide
identity gppears to ‘exit’ only in the fird dages of an organizations history, but it soon
becomes subject to the Sgnificant influence of image’.

As we have dready discovered, from shortly after its formation to its demise a
company is surrounded by many images, the sum of which can be refared to as
reputation (& ‘macro’ image). Taking Fombrun and Shanley’s (1990) stakeholder based
definition of reputation i.e. that reputations represent publics cumuldive judgments of
firms over time, then character and image, as percaved and actud representations, have
an important role to play. As dated earlier, at start-up, Sakeholders have yet to form an
image that is dramaticdly different from redity. As time passes and the newly formed
organization interacts with its dekeholders, the untanted image or identity passes
through a redity check, i.e. stakeholders question whether the corporate identity in fact
reflects redity. It is a this dage tha mutations can occur to the initid identity,
ubsequentidly affecting indders  perception of ther own identity (Gioia, 2000). Image

can help to bolster dentity, dternatively it can damage it, and vice versa But where does



character fit into this? Chaacter is often something that is acquired over time, older
people are often referred to as being ‘quite a character’, the same is true of organisaions.
Character is not however linked to age, it is linked to “collective peculiaities’, and these
can be acquired a any dage. | will argue that identity is superseded by character in the
ealy dages of an organisaions higory.  Gioia (Ibid) suggests that “organizationd
identity forms the bass for the devdopment and projection of images which are then
recaved by outsdes given their own interpretations and fed back into the organization
in modified form”. This modified form represents the emergent corporate character.
Although character does not necessrily have a strong time dement, the same is not true
of reputation it gppears to be aggregated over a period of years and decades.  Petrick,
Scherer, Brodzinski, Quinn & Ainina (1999) concur, suggesting thet reputations ae
“usudly the product of years of demondrated superior competence’, consequentialy
they are a fragile resource; teking time to build, cannot be bought, and can eesly be
damaged. Summarisng, corporate character is a dynamic concept, continudly affected
by dakeholder images both & a ‘micro’ (individud imeges) and ‘macro’ (reputationd)
level. Problems occur when the two come out of dignment and perceived images deviate

from character based behaviour (see the Shell Brent Spar case study on page 24).



REPUTATION QUANTIFICATION

New York Universty professor Chales Fombrun working in padld  with Harris
Interactive (a research group) has endeavoured to delineate corporate reputation and
develop a methodology to messure it. Usng a series of focus groups across the US, the
group questioned gtakeholders about companies that they respected or not, as the case
may be When aked why they hdd drong opinions about individud companies
dekeholders judified ther pogtion by dting one of twenty reputationd attributes  The
research group were gble to fit these components of reputation into Sx key categories.

1) Emotiond Appedl.
2) Products& Services.

3) Financid Performance.
4) Vison & Leadership.

5 Workplace Environment.
6) Socid Responsihility.

These components are measured by merging weighted opinions from key stakeholder
groups, the resulting ‘Reputationd  Quotient” forms a ‘benchmarkableé appraisd  of
reputation.

This modd is ussful in helping organisaions to target arees for improvement, but
reputetions ae not mahemdicd in nature, weghtings cannot be gpplied univerdly.

For example, if U.S. respondents sdected the twenty dtributes of reputation the same



behaviour cannot be expected from Adan or European dekeholders. Reputations are
built on peoples mindssts and opinions, something that is difficult if not impracticable to
quantify. The success of this indicator does not come as a surprise, it follows the
traditiond management mindset that: in order to manage something, you have to messure
it (see, Enderle & Tavis 1998).

Clearly the best method of gauging corporate reputetion involves getting out and
taking to dakeholders, adding their opinions together is however a fa more complicated
tak. If the methodology behind the ‘Reputationd Quotient’ has managed to accurately
replicate the respective importance of dakeholders it would have sumbled upon one of
the most powerful management tools ever seen.

Despite the obvious difficulties involved with vauing intangibles a number of
organisations  periodicdly endeavour to rae the reputation of mgor companies,
producing ligs of the world's (and country specific) most admired companies. Examples
of thisindlude:

Fortune, World's most admired companies,

» Far Eastern Economic Review, annud review;

» Management Today, Britan's most admired companies,

» Financid Times, Europe s most repected companies; and,

» Agan Bugness Addsmos admired companies.

The methodology used for each of these surveys varies, but normdly takes the form

of a dakeholder specific goprasd. In the case of the most famous ranking, the
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Fortune lig, that excdusve dekeholder is the budness community (Diba and Munoz,
2001). The undelying reseerch only targets one group of Stakeholders, business people
i.e. the finance community, employees etc.

Fortune arive & each company’s find reputationd score by averaging scores that
urvey respondents provide on each of the following nine criteriar

1) Innovativeness

2) Qudity of Management

3) Employee Tdent

4) Useof Corporate Assets

5 Long Term Invesment Vaue

6) Sodid Responsibility

7) Hnancid Soundness

8 Quality of Products'Services

9) Globd Busness Acumen

Out of these eght, equdly weighted key aitributes of reputation, two reae explicitly
to financid peformance. Financid performance may be twice as important as the other
indicaiors when viewed from the pespective of beng a contemporay
busnessman/woman. However to cdculate reputation you would need you would need

to consult more than one dakeholder. This ranking methodology therefore represents a
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one-9ded picture of corporate reputation (Brown and Pery, 1994; Fryxdl and Wang,
1994). As a new innovation for the 2001 lid, to be digible a company had to have
annud revenues of $8 hillion, higher then the previous bar of $3 hbillion. This agan
further biases the sdection of companies, in many cases smdl companies have a much
higher sock of reputationd cepitd (i.e. ae more admired) than their larger competitors.
There is no rationd reason for them to be excluded from the lig. Fortune appears to want
to redrict itsdf to a comparison of companies that are dready big enough to fit into ther
lig of the World's 500 largest companies Following on from the definitions introduced
ealier in this paper, the Fortune lig presents not reputations but sekeholder specific

corporate images a a‘micro’ level.

For the purposes of conducting further research | have added to, extended and combined
both the ‘Reputationd Quotient and Fortune's reputationd criteria to include dements
that have been individudly overlooked or misepresented. These dements of reputation
ae liged bdow together with an explandion of ther mesning and derivaion. The
elements gppear in no particular order.
1. Knowiedge & Skills

A company isonly as good asits employees, they are ‘the mgor determinant of

current and future success. As drivers of innovation, the optimum use of their

taent is paramount to growth.

Primarily covers Fortunes ‘Employee Tdent’ and ‘Imovetion’. Partidly derived

from Stephen Covey’ s definition of a habit, that is to form a habit you need to

have the necessary skill set and knowledge base (Covey, 1989).
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Emotional Connections
Consumers attach emations to services and products, without thisemationa
connection many companies would be dike*. Includes the perceived vaues and
culture of an organisation, and how these link with those of its stakeholders.
Partialy derived from Fombruns ‘Emoational Apped’, but has no red parald.
Kevin Roberts suggests that emotiona connections are one of the factors
contributing to ‘lovemarks*.
Leadership, Vison & Desre.
Is the company concerned lead by a group of people who are perceived to have
vison and desre? It is not enough Smply to have vision, the company must be
perceived as being ableto rediseitsvisons. Thisdement refersto perceptions
concerning motivated and visonary leedership.
Directly refers to Fombruns ‘ Leadership and Vison' but aso covers the nort
financid aspects of Fortunes‘Long Term Invesment Vaue. Theterm desreis
derived from Stephen Coveys ‘ Seven Habits of Highly Effective People’. He
suggested thet to be an effective individua you must have the mativation or the
‘want to do’ (Ibid), the same concept can be gpplied to companies.
Quality
Concerns product or service qudity, that is, whether acompany is seento be
mesting customer’ s requirements, not just once but consigtently. This dement
concerns higoricd religbility. Does the company have a‘reputation’ for

supplying unrivaled qudity?
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7.

Directly covered by the Fortune List and partidly by ‘ Products and Services
from Fombruns ‘ Reputationd Quotient’.

Financial Credibility
Is the company known to generate better than average returns for shareholders?
Of limited use when viewed done. In aglobaised economy good financid
performance no longer exactly corrdaes with having a good reputation, Exxon
being the perfect example. The traditiona method by which a companies
performance is measured.
Covered by bath the Fortune list and Fombrun's * Reputationdl Quotient’.
However in both cases different terminology suggests thet reputation is formed by
actua performance. | arguethat ‘credibility’ isamore appropriate term,
reputetion is based on perceived performance. One aspect of the * Triple Bottom
Lire>.

Social Credibility
Is the company perceived as being a vauable actor in society, acting asa‘good
citizen’ and adding to socid equity, therefore earning a‘licence to operaie€ ? Can
be clearly separated from environmenta credibility, primarily because the two are
90 often in direct conflict. Society’s demands are as often digned with financid
performance as they are with environmentd responsbility. One aspect of the
‘Triple Bottom Lin€'.
Covered by both Fombrun's and Fortune' s ligts, but for differing reasons.

Environmental Credibility

14



In asodiety framed by growing environmenta problems is the company perceived
as adding to the negative legacy that we leave for future generations? Or isit
percaived to be creating environmentd vaue, and offsetting the actions of less
respong ble organisations?

One aspect of the ‘ Triple Bottom Ling whally neglected in both lists. Probably,

and naively assumed to be induded in sodd responghility.

This proposa of reputationd elements, is judt that, it does not offer any auxiliary form of
rationdisation or weighting to fadlitate its usage as a management tool. | would argue
that benchmarking asde, this table offers a useful, gand-done hit-lig of forums within
which the postmodern corporation will increesingly, and does currently, compete for
reputetiond vaue. The obvious problem and ddiberate quandary is that out of seven
dements only one is potentidly tangible — financd credibility.  Currently, stakeholders
mus rdy on diverse and sometimes mideading information sources to form  opinions
about the intangible dements paticulaly where susanable development is concerned.
Progranmes like the Globd Reporting Initigtive (GRI) am to change this by promoting
“internationd  harmonization in  the reporting of rdevait and credible corporate
environmentd, socid and economic peformance information to enhance respongble
decision-making’®.

Asauming companies find suitable methods to messure their performance in the
sven dements of reputation, good peformance will continue to be rewarded with,

anong other benefits an untanished image or improved reputation.  As previoudy

15



intangible dements of the equation become more tangible the redive importance of

each of the dements |ooks st to undergo a dramétic re-shuifle.
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STAKEHOLDER PERSPECTIVES

Consumers are acknowledged as being one of a company’'s most important stakeholders,
if you canot sdl your product or service you will not last for very long. According to
Herbig and Milewicz (1997), “consumers use reputation as a means of inferring qudity
of the product”. As mogt successful companies know, qudity is defined as “conformance
to requirements’ (Crosby, 1979). It is equdly well known that these requirements are st
by the customer, “who is adways right” (Neville, 1908"). Smpligicdly spesking if a
company is abile to mest cusomer demands it will benefit from an enhanced reputation.
However, the customer-producer reaionship is no longer smple and to fully capitdise
on ther intangible assets today’s company must do far more than just meet customer
demands The 21 century company must try to meet, or be seen to be congructively
engaging with dl of its sakeholders.

Clealy firms have more than one dakeholder, therefore it seems reasonable to
uggest that firms too are pictured by more than one image.  Fill and Diminopoul (1999)
have sudied the formation of corporate images and conclude that “Images are inherently
mutidimensond and it is unlikdy that al dakeholders will share the same image & any
one point intime’.

Following on from this ‘Image, like beauty, is in the eye of the beholder.
Consequentidly, the vadues assgned to Fombrun's reputationd  atributes will  express
ggnificat variance depending on both the obsarver/sakenolder and the filter through
which they receive their information.

As we have dready seen organistions do have a ‘measurable inclusve image a

17



a ‘macro levd, known commonly as reputation (Fombrun, 1996). Stakeholders however
do not usudly teke an objectiveholisic view of reputation before choosng to
buy/uselinves etc. The individud’s tainted perception of corporate image is the defining
factor. This is emphessed in figure 1 where individud perceived images are consdered
independently. | argue that dl images are recalved through a series of filters.  In what
Pratkanis et d (1991) termed “The Age of Propagandd’, the differing drength of these

filters affects reputations.

EXTERNAL FILTERS PERSONAL FILTERS

e T e e ol
Baliofs & Values | et

o= e
KR 7 ot ,

s
S

Stakeholders

Figure 1
The process of individua image formation

As can be sen in figure 1, an organision's red identity or saf passes firdly
through an extend filter, this filter is condructed of other dakeholders percaved
images. Some of these images will be more powerful (and therefore more persuasve)
than others.  Individuds will rardly see behind the firg filter, dmogt as soon as the

organisdtion is launched its identity is dynamicaly affected by its sakeholders.

18



Internal and externd images of the organisation are affected by perceptions, the resulting
behavioura changes form the bass of character. The drength of the second externd
filter depends heavily on the pogtion from which character is viewed. For example an
employee may have greater unfettered exposure when compared with an investor.  This
‘digorted” image is then passed through a persond filter based on individud beliefs,
vadues and expeiences. This process results in an individudly perceived imege (or
illuson, depending on your viewpoint), waped a three leveds. This new image then
joins a ‘vidous or ‘virtuous drde hdping to reform the externd filter. The externd
filter is an andogue of reputation, both resulting from the recondligtion of numerate
stakeholder pecific images.

In the wake of globdisaion the imege filtering power of dekeholders has undergone
dgnificant change, it is this power shift that the post-modern organisation is struggling to
ddinegte

The media is arguably the 21% century’s mogt influentid and powerful image filter; it
hes the ability to reach lage numbes of people with reaive esse and perceved
independence.  In the last ten years the media circus has dramaticaly changed shape.
Anyone can creste a webste and have direct access to hillions of people in different
countries across the world.  People receive daly images through an increesngly diverse
number of information sources eg. newspeper, Interngt, mail, tdephone, poders TV,
radio, flyers and persond communication etc. In effect, over the last twenty years this
hes resulted in a dramatic incresse in the number of connectionginteractions between
dakeholders. In this ‘smdler world our “Network Society” operates a a faster and kss

predictable rate than ever before (Willmott, 2001). This process, a condituent part of
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globdisaion, is removing the vel of secrecy that busness has higoricdly operated under
(dbat in mogt cases unintentiond). What happens in Centrd Africa in the afternoon is
now on the Internet within minutes, TV in hours and in next morning's papers. We are
witnessng the rise of real time reactionism This has the potentid to sgnificantly impact
corporate profitability.  More importantly what hgppens in Centrd Africa in the afternoon
has the potentid to impact dakeholder behaviour in the evening. MclLane, Bratic &
Beasn (1999) highlight this point observing that, “with medias continuoudy expanding
for the dissmingion of news and informaion, dleged corporate misconduct rapidly
reaches the eyes and ears of the masses’.

This hypothess suggedts that to maintain a good reputation the postmodern company
mugt build a flexible character that reflects numerate fast moving stakeholder generated
images.  Evidence suggests that gStakeholders respect honesty; if images do become
negaive, and they ae grounded in reasonable fact, it makes sense for the company
concerned to admit that things went wrong. Together with an action plan designed to
prevent future occurrences, this process defies clams of corporate arrogance, and retains
vaduable reputation. The examples bdow show that the acknowledgement of migtakes
ad high-profile adoption of a new transparent, responsve character can prevent the
eroson of reputationd capita
» Johnson & Johnson — In 1982, saven people suddenly died after having

innocently taken Tylend ‘pan-killer capsules. After investigation the FBI

discovered thet the cgpsules had been tampered with and deiberady laced

with cyanide. Prior to this event Tylend had command of 37% of the

market, capturing $400 million in anud sdes. Depite the fact that Johnson &

20



Johnson were found not guilty of any misconduct, ther market share dill
dropped to 6%. Johnson & Johnson embarked on the largest product recal
ever undertaken, they shut down production and didribution and tested over
8 million bottles  The company followed a policy of trangparency; they
soonsored  full-page newspaper  advertisements, wrote dories for the media
and opened a mgor cdl centre. By working with the FBI and taking actions
that did not make short term financiad sense Johnson & Johnson ensured the

long term surviva of the brand and sdvaged their own reputation.

Baxter International Inc. — On Augugt 15" 2001, a Spanish didyss patient
unexpectedly died. Incondusve evidence suggested that Baxter's didyss
filters could be to blame. Baxter recdled dl diadyss filters in Span and shut
down production a their plant in Sweden. By October 16" the first U.S.
desths were confirmed, the company was under heavy pressure to act.
Within 24hrs a worldwide recal had been issued, despite a lack of evidence
linking Baxter's filters and the desths  Hary Kraemer, Baxter’'s chief
executive had acted quickly and decisvey without full commend of the
facts In doing s0 he adopted the ‘precautionary principle - that is teking
precautionary meesures even if some cause and effect reaionships are not
fully edablished dettificaly — an unusud reection among cor porations,
unless required by legidation. Baxter then conducted their own research into
the potentid cause, finding that a chemicad manufactured by 3M was the

most likedy agent. Baxter could have found someone to blame 3M or the
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hospitals concerned seem  like potentid  scgpegoats, indead it followed a
transparent, responsible and honest route. These actions are reflected in the

share price, having dready recovered from atranstory 5% drop.

These examples can be contrased with the recent conduct of Frestone Inc,
confirming that many companies have not yet discovered how to protect their reputation

when confronted by *disaster’:

» Firesone Inc/Ford Motor Company — In 2000, Firestone was forced to
recal a number of its tyres dfter it was discovered that on some modds the
treed had a tendency to separate from the rim.  Contemporary investigetions
have connected the tyres with 203 deaths and a lees 250 injuries
Firesone's biggest customer The Ford Motor Company fitted Firestone tyres
as sandard on many of its Sport Utility Vehides (SUV). The problem
therefore required a dud response Firestone acted firs, denying
respongbility, cting both Ford and consumers for lack of mantenance and
usng the wrong tyre pressures  This rapid response, diglaying dmost
unpardlded corporate  arogance was a big mistake, government
investigations reveded that the fault lay firmly with the tyres and a recdl was
demanded. Fredone agan blundered, they undertook the minimum possble
action, recdling only 65 million tyres not the entire product line  Both
companies made midakes during this episode shifting blame from one to
another, mistakes that would later prove to be codly. Frestone's stock has

been in a downward spird ever snce the event, and Ford cite the problem as
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amgor contributory factor to poor sales and loss of market share in 2000/01.

Concluding this section, | argue that reputation can be described as a dynamicdly, df-
adjuging blend of dakeholder generated, filtered images viewed over an extended time

period. It is cear that reputations should be viewed as being ephemerd, needing condant

management attention to uphold them.
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THE VALUE OF POSITIVE IMAGERY

As we discovered earlier, dl organisations are surrounded by imeges. Following on from
this and usng my ealier definition of character, dl organisions have character.  This
character can be leveraged to creste vaue conversdly it can be mismanaged, acting
agand a company's aspirdions of growth. Summarisng, character has an intringc
vdue, primaily because without it the organisstion concened would have difficulty
marketing directly linked products or services Companies would have difficulty
managing/directing Sakeholder generated images or building aresilient reputation.

Assuming tha a company is directly linked to its branded products and/or
sarvices, poor reputeion or image rexults in reduced consumer confidence, and a
subsequent decline in brand vaue. Despite the fact that brands represent an intangible
ast, the consultancy Interbrand has pioneered a methodology designed to vaue them.
This procedure makes it esder than ever to draw a tangible link between fluctuating
image and the financid bottom line. Looking a the issue from a different agle they
endeavour to vaue the eanings dream tha a brand creates “[----] The brand is an
intangible asset that crestes an identifiadble economic earnings stream [----] Brand vaue is
defined as the net present vdue of the economic profit that the brard is expected to
generatein the future’ (Clifton and Maughan, 2000).

Taken together with the mgority of past research, this suggests that reputation is a
resource, dbet intangible, leading to competitive advantage (Deephouse, 2000,
Fombrun, 1996, Hdl, 1992) the materid advantage beng primaily in the form of

increased brand vaue.
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Looking a resources in greater depth requires a brief synthesis of the resource
based view of the firm.  This is a management theory focusng on corporate assets, kills
cgpabilities, etc. that are tied semi permanently to a firm and can be used to creste
competitive advantage in  product/service makets  (Baney, 1991; Caves 1980,
Desphouse, 2000; Hdl, 1992, Werner-fdt, 1984). These resources can be tangible or
intangible, i.e. some resources can be assgned a specific vaue (thee are the essest to
manage, and consequentidly to replicate) others cannot. To take a recent example, James
Dyson, an inventor and entrepreneur of some eminence recently took it upon himsdf to
redesgn the vacuum cleaner. In doing so he was entering a marketplace saturated with
edablished brand leaders, eg. Hoover, Mide, Hitachi, Electrolux, Panasonic etc. He had
to come up with something didinctive, something that would make his vacuum cleaner
desrable in the face of chegper, well-desgned competition. He Succeeded by patenting
‘Dud Cydone technology, a revolutionary new way to peform an age-old task. The
‘Brand Leaders were taken by surprise and rapidly lost market share, James Dyson had
entered the marketplace as a force to reckoned with. Initidly, companies like Hoover
could only gand by and watch their market share dedine. However as time passed they
imitated, recregting the same, or Smilar technology removing the perfamance advantage
that Dyson had created. They succeeded in recgpturing some, but by no meens al of
ther market share.  Why, surdy if the two products looked and peformed the same, the
one offered by an edablished manufacturer should succeed? The answer can be found,
but not cdculaied, the esablishment could not recreste Dysons intangibles that is his
podtive reputation for vison, leadership, innovaion, and qudity products Dyson

vacuum cleaners are currently produced a the dSartling rate of 8000 per day and
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command hdf of the British maket by vdue annud worldwide sdes now reach
£3villion®. Dyson has now embarked on reinventing the washing machine, Hotpoint hed
better be on thar guard, Dyson - with an edtablished reputation - could pose an even
greater thredt.

Because of a preoccupaion with managing tangible assets and unfamiliarity with
how to compditivdly exploit the untgoped vdue of a good reputaion, many top
management teams have faled to capitdize on the intangible resources ¢ the firm (Hal,
1993). Court, Leter & Loch (1999) highlight this falure and suggest that it can be a
codly migteke; their anadyss suggedts that about haf of the market vadue of the Fortune
250 is tied to intangible assts  Petrick & d. (1999) suggeds tha sudanable
compdiitive advantage is the result of “a didinctive capability differentid due in large
pat to leveraging the intangible resources of leadership skills and reputationa assets that

are more difficult to subditute or imitate by competitors than tangible resources’.

Globdisttion has caused, among other things, an exploson of choice for the consumer
(see, Willmott, 2001). This exploson of choice has changed the way that the 21% century
consumer purchases products and sarvices  According to Willmott (2001) to cope with
increesed choice, the consumer adopts a series of different purchasng drategies, only one
of which istangible— price. The other three are, choice on the basis of:

1) Brand

2) Independent Advice
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3) VduesEthicd Concerns

All of these choice-influencing factors are shaped a severd leveds by reputaions,
following the resourcebased view of the firm; dl three if managed well can provide
competitive advantage.  The conseguences of mismanagement can be disastrous, both for
the company concerned and its valued brands.

There ae now a great number of examples (see bullets) whereby communications
savvy individuds and groups of united individuds have brought multi-billion dallar
corporations to their knees over perceived environmenta and socia misdemeanours.

The Pharmaceutical Industry (The Pharmaceuticd Manufacturers  Association

of South Africa). The Affordable AIDS Drugs Case:

A caodition representing 39 leading drug companies brought a court case agang the
South African government.  Legidation passed in 1997 dlowed the country to import
chegp dternatives to branded anti AIDS medicines.  After a very vocd and wdl-
publicised batle lagting three years the drug companies dropped ther case.  As a result
South Africa will be dle to import non-branded drugs from India a a cost of c.$350 a
year, compared to c.$1200 charged by the brand leaders. Combinations of available
pharmacauticds previoudy too expensve for nearly dl of the infected people in South

Africa could now enable many afflicted with HIV/AIDS to live rdaively normd lives.

36.1 million people worldwide are infected with the HIV, more than 90% of thistotd live
in developing countries. Why did the drug companies drop this opportunity to redise a

very profitable revenue sream? The answer liesin the negative publicity they were
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receiving in their home countries. Stakeholder pressure was causing un-desired damage

to the image of their sector. The cost-benefit equation did not add up.

CocaCola  Greenhouse Unfriendly Refrigertion at the “Green Olympics’:

The Olympic committee pronounced the 2000 Sydney Olympic Games to be the “Green
Games’, the mog environmentdly friendly ever. The CocaCola Company as a mgor
sponsor was awarded exclusve rights to sl its soft drinks a the games.  Coca-Cola was
pleesed, everything seemed in order. However in May Greenpeece released its Dirty
Sponsors report, suggesting that CocaCola were preparing to use large numbers of HFC
emitting refrigerators to chill ther drinks  Hydrofluorocarbons are a potent  greenhouse
gas, dgnificantly contributing to climate change.  Greenpeece indigated a mgor anti-
coca-cola campaign, usng the intenet a ther primay  medium @ (Seg

www.cokespatlight.org). One month later the CEO of CocaCola was in face to face

negotigtions with a team from Greenpeace The meding concluded by Coca-Cola
conceding to make sgnificant changes to thelr globa refrigeration policy. It was too late
to have an impact @& Sydney, but new refrigerators will be in place by Athens 2004.
According to ingders Greenpeace were shocked by the speed of CocaColds response,

they had prepared for amuch longer battle.®

Coca-Colamay have capitulated, but in doing so they hed saved their $83 hillion brand

from ggnificant damege.

Shdl International  The Brent Spar Case:
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In 1994 Shell announced that it would be disposing of adisused oil Sorage platform (the
Brent Spar). After some research disposd at sea was consdered to be the most
aopropriate option. Greenpeace, the environmental NGO discovered this and conduced
their own research, concluding that land digposal would be much better. Greenpeace then
began a sugtained high profile media campaign, heavily criticising Shdll’s decison.
Throughout Europe, especidly in Scandinaviaand Germany a boycott of Shdll’s petrol
was indigated. The intense pressure paid off, and Shell was forced to mitigete further
damage by aborting its plans. Once the platform had been safdly returned to land
independent inspection reveded that Greenpeace s research was incorrect. In fact, the
best environmental option was disposd a sea. This case suggedts that doing the right

thing is not dways the whole story.

Shdl International  Human Rightsin Nigeria

The following extract from The Economig (2001) entitted “Helping, but not deveoping”

briefly outlines the events

“Corporate images are as hard to dean up as adil soills, to judge by the experience of
Royd Dutch/Shdl’'s subgdiary in Nigeia In 1995 the company’s reputation suffered
when the Nigerian government hanged Ken Saro-Wiwa, a political activis who had been
demanding that oil companies pay millions of dollars to locd villages Shel denied any
responghility for SaroWiwas death. But it dso set out to prove that it cared for the

people who lived in its production arees”

Snce then the company has poured more then $150m into locd development schemes.

29



Independent analysis (Unicef, World Bank) reveds that only 64%™ were judged to be

fully or partidly successul.

Their reputation has arguably recovered some of itslost ground, but to return to previous

levelstheir performance has to equd the rhetoric.

Having a good reputation and highly vaued brands is like having money in the bank,
however if your bank is not secure you risk losing dl of your hard eerned money.

It may seem obvious but as Nolan points out in his 1975 HBR aticle “The essence of
improving the budness image rets not in trying to conjure up a good sory when
performance fals but in shapening corporaie perceptions of emerging socd and
politicd trends and in adjuging performance 0 that there will, in fact be a good ory to
tdl”.

A good environmentd and socid record adds to a favourable corporate reputation
but teken done this is not sufficient. This good record must be wel maneged and
communicated, avoiding accustions of ‘greenwashing.  Companies trying to improve
thelr reputation should firsd ensure that their character is dynamic enough to reflect the
condantly shifting demands of dakeholders before interfering with the filters. It is a
delicate balance between risk and opportunity.

Stakeholder imagery crested through experience can labd a brand (or the entire
organisation) with a poor reputaion, having a poor reputaion is not, as previoudy
thought, the end. During the 1980's and early 90's the western European Skoda owner
was conddered to be ather completedly mad or making a statement. It was thought that

once the ‘lron Curtan’ fdl the brand would be extinguished forever. Volkswvagen, the
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reputationdly vauable German automotive company bought the company and proceeded
to re-launch Skoda Last year Skoda sold one car every 52 seconds, enjoying tota sdes
of just over 450,000 unitst, this compares to less than 350,000 Rovers — an edtablished
western brand - 0ld in the same period. This is an example of successful reputationd
copitd trandfer.  Despite fird impressons, this is not an easy process as Monsanto's new
partner company Pharmacia & Upjohn, Inc. isfinding out.

By dfectivdy managing reputation companies have the opportunity to build an
unofficid contract of trus with their dekeholders. This contract can dlow companies
freedom to innovate, creste brand extensons (eg. Virgin Atlantic, Virgin Megadtores,
Virgin Vie, Virgin Bank, Virgin Vodka etc) and grow within the brand's qudity (what
customers have come to expect) limits.

Reputationd vaue has the potentid to build or desroy brand vaue depending on
how cosdy the mother company is linked to its brands. However, more frequently than
not the dtuation works in reverse, i.e brand vaue builds and destroys reputations (again
depending on the extent to which company and brand are rdaed). A company may not
gopear to have extengve reputaiona capitd to the vast mgority of dtakeholders, in this
caze its brand vaue is dl that remains. A good example of this would be Philip Morris, a
company whose name does not enter the Intebrand top 100 worlds mog vaudble
brands, and arguably has little in the way of a pogtive reputaion. Philip Morris does
however produce the ‘Marlboro’ brand of cigarettes, the world's 10" most vauable brand
(Clifton and Maughan, 2000).

A number of academic and busness commentaiors have dudied the benefits of
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having a good or favourable reputation. As a summary, thee benefits can be didilled

into eight key aress.

1) Thedhility to charge a premium price for goods and services offered.

2) The ayddlistion of a firm's datus and subsequent cregtion of competitive
barriers.

3) Enhanced accessto capitd markets.

4) Increesed organisationd  dtractiveness to  prospective  employees, coupled
with gregter retention retes.

5 Provison of a buffer zone of reputationd ceapitd to insulate agang
unintentiond failuresi.e. heightened consumer confidence.

6) Improved cusomer loydty

7) Increased attractiveness to investors

8) Reduced maketing codts, eg. Marks and Spencer’s did not fed the need to

advetise during ther 1970s, 80's and ealy 90's boom period, ther
reputetion sad it dl.  This same modd now applies to the American dothing
accessories chain, Clarés Accessories (Rapid globa  growth coupled  with

zero advertising, they rely purely on experience based word of mouth).

(Desgphouse, 2000; Fombrun and Shanley, 1990; Kartdia 2000; Turban and Greening,

1997)
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CONCLUDING REMARKS

Corporate or organisationd imagery is a subject that will come to increesng prominence
in a world where product or sarvice differentiators are difficult to come by. The
dekeholder rules, and their long-danding, dynamic opinions count.  Stakeholders view
corporations and organistions through a series of filters, filters that have the power to
direct purchasng and inveding decisornrmeking drategies.  Although this has dways
been the case, globdisation has changed the nature of these filters making it harder for
organisdtions to reconcile numerous, red-time imeges.  Globdisation has done to the
corporate world what the ocean frequently does to diffs during sorm surges, it has
exposed parts that have lain conceded for a long time. ‘Real time reactionism’ redised
through imegery has the &bility to ggnificantly affect the earnings potentid of the
postmodern corporation. Depending on your perspective this crestes a significant risk or

opportunity, either way it demands attention.

Reputations are formed and influenced primarily by character and diverse images,
both of which are in turn affected by reputation. The reputationa cycle does not have a
beginning or an end; in essence it cannot be created (unlike energy it can be destroyed!),
only influenced. This paper suggests that the best way to influence reputetion is to look

a how it is condructed and to grive to outperform the competition in seven key forums

1) Knowledge ad Skills

2) Emoationd Connections

3) Leadership, Vison and Desire
4 Qudity
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5 Fnandd Credibility
6) Sodd Credibility
7) Environmentd Credibility.

In short, superior peformance coupled by essentid transpaency leads to

enhanced reputation and 21% century competitive advantage.

11t should be noted that for the purposes of this appraisal organisational and corporate characteristics are jointly
considered. Taken at its most basic level a company is an organisation, further analysis adds to unnecessary complication of
an otherwise simple concept. | argue that as our global economy changes shape, so do companies. In an increasingly
networked economy the differences between companies and organisations become progressively more difficult, and less
useful to define.

2 from, http://www.reputationquotient.com [Accessed 29" April 2002]

3 see, http://www.reputationguotient.com [Accessed 29t April 2002]

4 see, Kevin Robert’s (CEO, Saatchi & Saatchi) ‘Lovemarks’ theory, available from http://www.lovemarks.com [Accessed
29t April 2002]

5 The ‘Triple Bottom Line’ (TBL) “focuses corporations not just on the economic value they add, but also on the
environmental and social value they add — and destroy. [-----] At its broadest, the term is used to capture the whole set of
values, issues and processes that companies must address in order to minimize any harm resulting from their activities and
to create economic, social and environmental value.” (The phrase TBL was first coined by the consultancy SustainAbility ,
accordingly the above text is quoted from their website: http://www.sustainability.com/philosophy/triple-bottom
[accessed 10th November 2001] This theory is underlined by the fact that society only thrives because of the environment
in which it is seated. Economy powered by the environment (in the form of resource consumption) thrives on society.
Therefore: by protecting and conserving the environment you protect society and in turn provide conditions for economic
development.)

6 see, http://www.globalreporting.org [Accessed 2% April 2002]

7 “Le client n’a jamais tort”. A quote from César Ritz, the Swiss founder of the exclusive Ritz hotels group.

8 see, http://www.dyson.com [Accessed 29t April 2002]

9 See, Gilding and Hogarth, 2000.

10 See page 26 in Shell Nigeria's latest “People and the Environment” annual report; Available online at; www.shell.com
[Accessed 29t April 2002]

11 Year 2000 units sales from Automotive Intelligence News: Available from: www.autointell.com [Accessed May 15h2001]

12 Year 2000 units sales from Automotive Intelligence News, excludes sales of Land Rover: Available from:
www.autointell.com [Accessed May 15t 2001]
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