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Abstract

The riots against the World Trade Organisation in Seattle or the protests in Washington present a real threat to the reputation of the global firms.  Those change of circumstance led international firms to pay considerable attention to the management of corporate reputation, which has been recognised as a major challenge for firms compete in changing environment. The paper argued a case for the practical management of corporate reputation and investigating its relationship with other related elements.  The paper explored the development of the management of corporate reputation in relation to two groups of concepts, first, communication, identity/image and trust and the second concept is communication, identity and image.  The two concepts perform module for managing corporate reputation, firms should manage their corporate reputation in relation to trustworthiness and credibility, which based in the past achievement of the firm.

Introduction 

Reputation is one of the most important assets for local and international firms and thus it has generated great deal of interest in the literature.  Therefore, the objective of this paper is to argue a case for the active management of corporate reputation and to suggest a framework within which strategy to enhance or protect corporate reputation may be understood and planned. It sees such strategy as inextricably linked on the one hand to effective corporate communication and, on the other, to the building of public trust. Section 1 of the paper establishes the growing importance of corporate reputation and its management. Section 2 explores the relationships between corporate reputation and a number of similar concepts. Section 3 explores the assessment of corporate reputation and the following one establishes a framework for understanding the development of corporate reputation and for its management. The final section presents conclusions and suggests areas for further research, both from theoretical and applied perspectives.

What and Why Corporate Reputation?

The importance of intangible assets has grown quickly to create market entry barriers, to foster customer retention and of course to strengthen competitive advantages Schwaiger (2004).  Early research on topics related to corporate reputation started with work on corporate image, corporate identity, and corporate personality. Between the 1950s and the 1970s the focus was primarily on the image that external stakeholders held of a firm or store and the graphic design elements were often central.  During the 1970s and early 1980s strategy moved to centre stage and corporate identity and corporate personality became salient (Caruana and Chircop, 2000). Since the late 1980s the focus has shifted to corporate reputation, which reflects not only the current image of the firm, but also its past behaviour (Fombrun and Shanley, 1990). In the 1990s, the literature also explored links between corporate brand management and reputation. It can also be seen as the outcome of a competitive process in which firms signal their essential characteristics to constituents to maximise social status (Spence, 1974). 

Fombrun (1996, p72) defines corporate reputation: “is a perceptual representation of a firm’s past actions and future prospects that describes the firm’s overall appeal to all of its key constituents when compared with other leading competitors”.  Black and Carnes (2000) add corporate reputation seen as representative of public’s cumulative judgements of firms over time. It is internally developed over a period of time and is not readily transferable to other parties. Fill (1999 p, 568) express that the firm’s reputation represents a set of deeply held images and adds that “this concept refers to an individual’s reflection of the historical and accumulated impacts of previous identity cues, fashioned in some cases by near or actual transactional experiences”. Herbig and Milewicz (1995, p 24) define reputation as “the estimation of the consistency over time of an attribute of an entity. This estimation is based on the entity’s willingness and ability to perform an activity repeatedly in a similar fashion. An attribute is some specific part of the entity-price, quality and marketing skills”. The definitions offered of the corporate reputation fall into two schools of thought: The Analogous School of Thought; the Differentiated School of Thought. The analogous school perceived the corporate reputation as synonymous with the corporate image. It has been suggested that this school is largely supported by early writings in the field throughout the 1960s and 1970s. The reasoning for this is that the corporate image was a more fashionable area for research during this period. The analogous school perceived as “an image, whether of a product or a firm, takes many years to cultivate” (Gotsi and Wilson, 2001). Reputational content of the corporate level of reputation may be derived from the inside and the outside of a firm’s boundaries. An internal source, the level of individual reputation can be defined as including reputation of particular individual who are employed by the firm, or associated with the firm by outside observers (Schweizer and Wijnberg, 1999). Spence (1974) states that ‘the outcome of a competitive process in which firms signal their key characteristics to constituents to maximise social status’. 

Corporate reputation perceived as the net perceptions of a firm’s ability to meet the expectation of all its stakeholders. In general, the reputation of a firm perceived as the strong relationship between the customers and the firm, which viewed as client relationship building. That considered being an important element that contributes to successful firm (Hebson, 1989; Howard, 1998; Fombrun, 1996). Schweizer and Wijnberg (1999) and Howard (1998) indicate that corporate reputation has been classified as a component of a firm’s pool of resources. Therefore, an exceptional reputation should enhance the well being of any firm, it will separate and distinguish the firm from its competitors. 

According to Caruana and Chircop (2000) Fombrun (1996) the definitions of corporate reputation have considered four main elements: corporate reputation represents the net effective or emotional reaction based on the overall estimation in which a firm is held by its constituents. The object specific components based on the facts that the firm is well known: good or bad past actions (Brown, 1995). At this point corporate reputation is defined as a set of economic and non-economic attributes ascribed to a firm and inferred from the firm’s past behaviour (Weigelt and Camerer, 1988). Information cues actions that result from direct and indirect experiences and information received (Fombrun and Shanley, 1990).  However, the findings of Fombrun and Shanley (1990) suggest that intensive media scrutiny, whether favourable or otherwise have a strongly negative impact upon firm’s reputations. External publics react negatively to all forms of publicity only negative predisposed evaluators rely on media accounts of firms” see Figure1. 

Figure1 – What Predicts Corporate Reputation (Fombrun,1996, p.186)
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Why Corporate Reputation is Important?

A number of writers have documented the benefits of a favourable corporate reputation, Fombrun (1996), for example, states that a reputation has value as it informs stakeholders on what products or services to purchase, which firms to work for and which companies to invest in. He then claims that favourable reputations produce tangible benefits, premium prices for products, lower costs of capital and labour, improved loyalty from employees, greater latitude in decision making and goodwill when crises hit” (Fombrun, 1996). The idea that a favourable reputation enables the charging of premium prices is also widely acknowledged (i.e. Fombrun and Shanley, 1990; Herbig and Milewicz (1995). Fombrun (1996, p.62) adds that the “effects of reputation on customers are arguably the strongest in the service sector, where judgements of quality are especially difficult to make”. The decision of quality becomes increasingly complicated, as there is no tangible product, which can be used as a measure. Therefore, reputations are often used to both attract and retain customers. In studies by Fombrun and Shanley (1990) (Hebson. 1989) found three general traditions that enable the development of a better corporate reputation, these are: the size of the firm, the greater a firm’s contributions to social welfare and the greater a firm’s advertising intensity and spend. As a consequence the better the firm’s reputation, the more it will encourage its existing customers to continue to use its services, especially in a world of rapidly changing alliances and forms of interface with clients. Prospective customers are less inclined to deal with new firms with no track record, particularly for large-scale projects, because they fear negative consequences that may have an adverse effect on their businesses (Hebson, 1989). Black and Carnes (2000) and Ewing, Caruana. (1999) stated that corporate reputation is an important asset for the firm, it is generate goodwill to the firm and it must be constantly maintained, as it is a very fragile and extremely hard to repair. Fombrun (2000) states an organisation’s reputation therefore built on the shared foundation created by all six dimensions-the six pillars of reputation. They are the basis of a tool Fombrun developed with the market research of Harris Interactive to measure corporate reputation systematically, this called the Reputation Quotient (Schweizer and Wijnberg, 1999). Corporate reputation classified as an intangible component of a firm’s pool of resources. Therefore, an exceptional reputation should enhance the well being of any organisation (Howard, 1998). Moreover, a respected reputation, will lead the customer to assume that the products and the services produced by that firm will have a higher quality and worth more in actual price (Dowling, 1994). In addition, a respected reputation will filter a negative elements or stories about the firm out of the customer’s consciousness (Howard, 1998). Good reputation will create economic value because they reinforce firm’s competitive advantages. Nevertheless, it will attract imitators and competitors who will observe their administrative practices; identify the kinds of relationship they maintain with employees; imitate their best practices. Therefore, firm must develop appropriate practices, or character attribute where the competitors find difficult to imitate (Schwaiger, 2004). 
Fombrun (1996) points out a good reputation could reduce some of the firm’s operating cost, helps to smooth customer demand for a firm’s product, and reduce the risk as firms with good reputation will have solid internal control system. An empirical study by Fombrun (1998) with leading US/UK companies found that those companies with a more positive reputation appeared to project their core mission and identity in a more systematic and consistent fashion than companies with lower reputation rankings. Further, these companies try to impart significantly more information, not only about their products, but also about a range of issues relating to their operations, identity, and history. While reputation is a difficult concept to measure, managers frequently assume a positive relationship between business performance and corporate reputation. Finally strong reputation is expected to enable companies to command premium pricing to lower marketing costs, to attract the most employer talent, to generate word of mouth endorsement, and to act as a barrier against imitation (Fombrun and Gardberg, 2000).

The previous sections showed the importance of corporate reputation in building good image and creating competitive advantages for firms. Therefore, firms should take in the matter as part of their corporate strategy to develop specific characteristics to asses maintain and protect their corporate reputation. 

Academic specialists in corporate strategy have begun to recognise that corporate reputation providing firms with a potentially enduring source of competitive advantage (Fombrun, 1996), provided that it is properly managed. Therefore, Fombrun (1998, p 206) point out “Reputation is a multi-disciplinary idea, but must be linked to the core strategies and objectives of the firm and its mission, values, and vision. Ewing and Caruana, (1999) find out that respondents viewed corporate reputation as a strategic asset that was highly critical for successful project developments in new markets. A strategic asset is judged to be of high importance if an improvement is likely to yield a strong, positive customer response for a given scenario and segment (Day, 1997). Balmer (1995) point out that the strategic school sees the corporate identity as being concerned with issues of the corporate strategy and firm positioning. The visual strategic school utilises graphic design in order to “signal a change in corporate strategy”. Therefore, a positive corporate reputation is an important driver of successful organisational relationships with clients, which can have a significant impact on the business performance of organisation. 

The image that each public has of the corporation determines, to a large degree, the success of the strategy vis-à-vis that group, hence for a strategy to be effective, it must be comprehended accurately by the target publics. Moreover, the image conveyed must be positive. A negative image perceived by any of the firm’s publics indicates either an inappropriate strategy or a failure to communicate that strategy effectively. In either case it is essential that corporate image be considered when planning strategy. Therefore, issues like these are particularly important for companies competing in a market, which are described as having an oligopoly structure. In such a market companies are more likely to follow a differentiation focus strategy, as described by (Porter, 1985). Therefore, the images held by publics towards companies will largely determine whether or not companies are perceived as different. A favourable corporate image can give a firm a competitive edge, or even regarded as the firm’s core competence. Good examples are the way Body Shop and Virgin’s image have given them a competitive advantage in the market. However, acquiring a favourable image, requires managers first to understand and second to manage the firm’s corporate identity. This way corporate identity provides the bridge which links strategy with image and reputation (Balmer and Stotvig, 1997).

Reputation in Relation to Related Concepts 

Although the focus of this paper is to investigate the management of corporate reputation, it was necessarily that to discuses its relationship with other related elements such as corporate personality, corporate identity and the corporate image in advance. The success of companies’ reputation depends on how to develop a unique set of skills and a unique identity. The literature tends to create misunderstanding between the concepts of corporate reputation, identity and image (Van Riel, 1995). These concepts frequently appear in the literature as identical, as totally separate concepts or as interrelated phenomena depending on the viewpoints adapted (Gotsi and Wilson, 2001). This section will investigate the variables that have influence on/or effected by corporate reputation i.e. corporate personality, corporate identity, and corporate image. 
Corporate Personality: As result of the absence of a general definition of the corporate personality, companies may encounter problems in their development or identification process. As already suggested by Abratt  (1989) that corporate personality is closely integrated with the corporate identity, established that a firm’s identity is developed and based around what is central, distinctive and enduring about the firm’s character. This results in the corporate identity becoming a reflection of the personality and core beliefs of an organisation. Every organisation is unique, and the identity must spring from the organisation’s own roots, its personality, its strengths and its weaknesses (Olins, 1989). Thus, corporate personality is the initial building block to each of the other elements. According to Olins (1989) it is common for organisational personalities to originate from the personality of the firm founder, however, they may also be derived from the organisational culture, core beliefs and values (Fill, 1999). Markwick and Fill (1997) suggested that the corporate personality is comprised of two distinct elements; the culture of the organisation, and their overall strategic purpose. Bromley (2001) define corporate personality as what the organisation really is. From these definitions, it is evident that there is an element of ambiguity surrounding the corporate personality and its definition. Despite numerous academics acknowledging its significance in the creation of a corporate identity (Abratt, 1989) suggests that the corporate personality is vital to the development of a corporate identity and then the corporate image (See Figure 2). However, the majority of past authors have determined that the corporate identity and the corporate personality are distinct from each other yet highly interrelated. The corporate identity is developed from the corporate personality and the core values of the organisation and is then projected to the firm’s publics in order to develop a corporate image. This notion is expressed by Olins (1989) who stated that “a good corporate identity is one that will identify and express the personality of the corporation, and that the corporate identity is” the tangible manifestation of a corporate personality. It is the identity that projects and reflects the reality of the corporate personality”

Figure 2 – Abratt (1989) 



Corporate Identity: According to Christensen and Askegaard (2001); Balmer (1995); Abratt (1989) Ind (1998) Olins (1989) like corporate personality identity suffers of the absence of a universally agreed definition, Christensen and Askegaard (2001) explain this ambiguity by claiming that “much literature dealing with these notions (corporate image and corporate identity) is written at a superficial theoretical level” and as such are not fully applicable or relevant to the organisation. The International Corporate Identity Group (ICIG) indicates that defining the corporate identity can be problematic (Van Riel and Balmer, 1997). Alternatively, they produce what is known as Strathclyde Statement, which is that every organisation has an identity, articulates the corporate aims and values and presents a sense of individuality that can help to differentiate the organisation within its competitive environment.  Despite the fact that there is a lack of agreed definition a number of definitions have been proposed. Balmer and Stotvig (1997) define corporate identity as the strategically planned and operationally applied internal and external self-presentation and behaviour of a firm. It is based on an agreed firm philosophy, long-term firm goals, and a particular desired image, combined with the will to utilise all instruments of the firm as one unit, both internally and externally. He also point out that corporate identity as the total ways a firm chooses of visual and non-visual means to identify itself to all its relevant target groups such as social, economic and political field. Hannebohn and Blöcker  (1983) states that corporate identity is the strategy that helps to increase the economic performance and the efficiency of a firm. It co-ordinates achievements, values and information, and leads to integration in the sense of co-operation. Albert and Whetten (1985) point out it is comprised of the visual cues that the public use to recognise a firm and differentiate it from its competitors. Bromley (2001) debates that the corporate identity is the set of attributes that help in distinguishing one firm from another. Others believe that the corporate identity becomes particularly significant in differentiating similar companies with similar offerings (Albert and Whetten, 1985; Balmer, 1995). Fill (1999) indicates that corporate identity as being the way which the organisation presents itself to its stakeholders. However, Markwick and Fill (1997) see the corporate identity as “representing how the firm would like to be perceived, introduces itself to different stakeholders and distinguishes itself from other organisations. 

Olins (1989) details his opinion on the existence of a “design-approach” to the corporate identity. In this school of thought, it is suggested that designs (i.e. corporate logos and letterheads) are “virtually the sole vehicle” of the corporate identity. This superficial element to the corporate identity can also be found in the “Design-as-fashion” school of thought as suggested by (Balmer, 1995). In addition to this design-as-fashion school of thought Balmer highlights the existence of a further six schools which are: Strategic school of thought; Strategic Visual school of thought; Behavioural school of thought; Visual Behavioural school of thought; Total Corporate Communications school of thought; Visual Communications school of thought. It has been widely agreed that in order for the corporate identity to be successfully projected and sustain a positive corporate image it should remain consistent at all times and be based upon reality (Balmer, 1995).

Corporate Image: academics and practitioners dealt with the chronological development of the corporate image since 1950s  (e.g. Abratt, 1989; Gotsi and Wilson, 2001). Most of the literature attempted to investigate the differences, linkages and similarities between corporate identity and corporate image. Although the concepts of corporate image and identity are certainly separate from one another yet are highly interrelated (Christensen and Askegaard, 2001).

Olins (1989, p. 212) provides a simple description of the corporate image as being “what people actually perceive of a corporate personality or a corporate identity”. However, he does acknowledge that his definition may be superseded in future studies or with the development of the business environment. There is a relatively general consensus that although these definitions do convey the notion of the corporate image, they are not sufficiently detailed. Simplistic definitions exist of the corporate image such as that of Balmer (1995) who defines it as “commonly held perceptions of an organisation by a group or groups”. Fill (1999, p. 567) adds another factor to his definition of the corporate image by including the notion of stakeholder’s interpretation of identity cues, in order to form an image of the organisation. He defines the corporate image as being “the perception that different audiences have of an organisation and results from the audiences’ interpretation of the cues presented by an organisation”. Christensen and Askegaard  (2001) also tender a basic classification, regarding the corporate image as merely “the reception of an organisation in its surroundings. From the similarity of these definitions provided above, it can be determined that the corporate image exists externally to the organisation in the perceptions of firm stakeholders. Because of this, a firm cannot directly manage their corporate image but instead must focus on the corporate identity that they project (Abratt, 1989; Christensen and Askegaard, 2001; Fill, 1999; Markwick and Fill, 1997). Balmer and Stotvig (1997) suggest that the corporate image is a direct projection of the corporate identity. This however does not take into account influencing factors that are external to the organisation, such as different stakeholders may form different perceptions of the same organisation or halo effect (Fill, 1999). The halo effect should be recognised as when “a judgement of any organisation is based upon a striking characteristic Haloes can be positive or negative” (Buchanan and Badham, 2001). 

Assessing Corporate Reputation 

Where reputation is considered as valued asset, companies will go to high extent to build and sustain their corporate reputation by following practices including shape a unique identity and project a coherent and consistent set of images to the public, which will provide the firm will competitive advantages  (Fombrun, 1996). Thus, the uniqueness of the product calls for management practices that stress product quality and customer service. At this point the firm should design a programme that is include the following: a good customer services and good quality product and services; keep the employees informed of the reputational side effect; show sensitivity to the environment; hire PR staff to safeguard communications through the media; work in community involvement. Firms develop winning reputation by both creating and projecting a set of skills that their constituents recognise as a unique (Fombrun, 1996). Therefore, companies should assess their corporate reputation by using benchmarking for organisation to understand their corporate reputation strength and weakness, they should benchmark their reputation against both their competitors and other firms with exceptional reputation (Saxton, 1998). Benchmarking has become popular in recent years as a powerful tool for encouraging changes. It helps companies imitate good management practices as well as building valuable reputation capital (Fombrun, 1996). Reputation develops from a firm’s uniqueness and from identity shaping practises that lead constituent to perceive the firm as reliable and trustworthy. In turn, a firm’s corporate reputation helps to protect it from competitors trying hard to imitate its practices (Schwaiger, 2004). 

The annual corporate reputation the Fortune Index is the most commonly used and debated measure of corporate reputation (see, Fombrun, 1998). Fortune index based on research carried out in the USA among 14000 senior executives, outside directors and financial analysts. These respondents were asked to rate the ten largest companies in their industry. Each firm is assets by eight attributes these are: quality of management; quality of product or services; innovativeness; long term investment value; financial soundness; ability to attract; develop and keep talented people; responsibility to the community and the environment and wise use of corporate assets. However, the Fortune Index has been characterised for resting heavily on matters concerned with a financial orientation (Caruana, 1997; Van Riel, 1995) and there were no report of the reliability or validity testing of the instrument (Fombrun, 1998). Considering how to measure corporate reputation, Fombrun and Shanley (1990) argue against the use of single items in the fortune sale to measure reputational attributes. Therefore, they compute an index of overall corporate reputation derived from the eight attributes in the fortune survey. Acceptable level of reliability and the result of a factor analysis are reported.

Enhancing Corporate Reputation 

Communication: Firms should consider the importance of communication internally and externally. This implies that the firm has complete control over all aspects of communication used to communicate with publics. The finding of Fombrun (1998) indicated that beside the benefit the firm can gain from the frequency of communication, there is the different issue the firm can reveals through its communication. For example, a stakeholders will appreciated the transparency of firm as it gives them sense of more reliability. 

Identifying the interfaces Abratt (1989) defines the identity/image interface as the crucial point of contact between the firm and its various stakeholders. This viewpoint was developed by Rindova’s (1997) model of the image and reputation formation process, which defines projected images as the collective output of communications from the firm to its stakeholders. 

There is nothing better and more powerful than an organisation that understands itself, knows it’s aims and goals, has dedicated, committed and enthusiastic employees, and that relishes two-way communications with its key audiences (Howard, 1998). It is through the medium of culturally influenced interpretations of organisation images held by its publics, that organisational identity is affected by the opinion of others. 

Trust: Schweizer and Wijnberg (1999) point out the concept of trust and reputation are clearly related. The relationship, however, is not clear, as there is no precise or clear definition for any of them. The concept trust defined in the marketing literature as the perceived trustworthiness and credibility of target (Doney and Cannon, 1997). The concept of corporate reputation includes four main components these are: credibility, trustworthiness, reliability and responsibility (Fombrun, 1996). Based on that Fombrun and Van Riel (1997, p.10) point out that reputation is a subjective collective assessment of an organisation’s trustworthiness and reliability based on past performance. Furthermore, reputation has been described as the trustworthiness or the extent of confidence in the source actually carrying out its intentions (Herbig and Milewicz, 1995. In other studies, it has been mention that the development of an exceptional reputation is seen as the essential for the attribution of credibility or trustworthiness to a firm (Bell, 1989; Doney and Cannon, 1997). This concept is best illustrated by Caruana (1997) who states that firms have an “array of reputations, and each public considers a different set of attributes. Moreover, even if the same attribute is considered by different publics, it may be given a different weighting”. For examples Fombrun (1996) states that financial organisations and investors would focus upon the firm’s financial performance as an indicator towards good or bad reputation. On the other hand, customers will generally focus on the delivery and the quality of their product or services as an indicator to a good or bad reputation (Yoon and Guffey, 1993). The fact that firms known of having well managed corporate reputation will influence the consumer’s attitude (Fombrun, 1996). Plus the changes of the consumer behaviour in the last decade imply that trust and communication are the main factors for building exceptional corporate reputation.  Consumers would like to see their favourite firm being moral, paying attention to the environment, do not appear to be aggressive competitor. For the firms it is very important to communicate with their internal and external environment and present themselves in a way to catch their trust. Taking into account that it is possible to satisfy most of the consumers all the time but it is impossible to satisfy all the consumers all the time due to the cultural differences and different principles.  Figure 3 shows how different factors interact together to create a corporate reputation for a firm. 
Figure 3 the interactive factors of corporate reputation 


Conclusion 

This paper has attempted to argue a case for the active management of corporate reputation by specifying its relationship with other element of the firm such as strategy, assessing corporate reputation and benchmarking. The paper also explored the development of corporate reputation and for its management in relation to the following concepts communication, identity/image and trust. The paper identified the following points: communication, identity and image are significant elements for managing the firm’s corporate reputation especially in relation to their stakeholders. Firms also should manage their corporate reputation in relation to trustworthiness and credibility, which based in the past achievement of the firm. 

Recommendation

Firms recommended to consider the three most important components of their corporate reputation, which are communication, identity/image and trust. These three components were recognised as the bridge between the firm and its external environment. 

Companies were advised to create awareness of the importance of corporate reputation between their employees, customers, stakeholders, public, distributors, the media, employees. Thus, firms were recommended to develop their communication skills with their surroundings environments. 

International firms were advised to take into consideration their entry strategy (modification/standardisation) and the impact of the corporate reputation in the changes of the product strategy. 

Future Research

Study corporate reputation in relation to competitors and competitive advantage. Future research might have to consider the impact of the generic strategy upon the corporate reputation. 

Researchers could study the relationship between corporate reputation and the degree of involvement in the overseas market. The question will be set to search the impact of entry mode (export, licensing, franchising, joint venture, wholly owned subsidiary) upon international corporate reputation. Recall that there is limited research done in individual entry mode such as joint venture.

Future research could consider the impact of the electronic commerce upon the corporate reputation of the firm. The discussion will consider the advantages and disadvantages of the electronic commerce, and what kind of influence would have upon the reputation of the firm. 

Researchers can investigate the relationship between corporate reputation and entry strategy in terms of degree of standardisation. The question will be set to search the impact of corporate reputation upon the decision of standardised product. In other words to what extent do firms standardised their product taking into account their corporate reputation.
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