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Investing in reputation, a corporate challenge

Emmanuel Goedseels – Partner at Whyte Corporate Affairs, September 2009
McDonald’s has had its image vilified on several occasions and had to invest heavily to regain prestige.

“Over the last ten years (or so), the only companies to worry unduly about their image have been those subjected to heavy criticism, justified or otherwise: Nike, McDonalds, Quick …”

CARTE BLANCHE

In the communications business, in human resource management and certain other areas, corporate image has always been a major concern. It is vital that a company has a good image so that it can attract talents when it is hard to find the right people. Image is also indispensable in terms of relations with public authorities, journalists, non-governmental organisations and various other third parties.

On the other hand, image had become less crucial for sales representatives and marketing people who did not see corporate image as adding anything significant to the sales engine. The same applied to financiers who questioned its impact on profits and losses, unless being in a sensitive sector.

Consequently, over the last ten years (or so), the only companies to worry unduly about their image have been those subjected to heavy criticism, justified or otherwise. For example, the drop in Nike sales when customers started to boycott the brand because of child labour in less developed countries, the suspicion surrounding Ikea involving intensive use of wood, and the censure of McDonald's, accused of all kinds of wrongdoings relating to both social issues and foodstuff.

THE FIRST ONES, FORCED ….

These three companies very quickly felt the impact of their image on sales and provided effective, long term responses. McDonald’s is without doubt the most interesting case because the damage to its image was considerable, especially in Europe. Taking Belgium alone, the brand faced much criticism over a ten-year period: a symbol of the predominant influence of America pushing out popular, local competitors in the fast food market such as Quick, the McJobs (badly treated, poorly paid), dioxin-polluted chicken, mad cow disease, José Bové’s campaign against junk food, the growing problem of obesity, etc. Why should anyone want to go to a McDonald's ever again?

Today, McDonald’s has invested a great deal in order to answer these criticisms and revised all of its core elements, such as the design of its restaurants and its product range. Plus, the company has worked on raising its image regarding  numerous third parties such as nutritionists, consumer associations, public authorities, schools, the medical and social sector (with the “Put a Smile On” campaign), and also the sporting community, by sponsoring Kim Gevaert. This long journey seems to have borne fruit because today McDonald’s is no longer vilified as in the past. It was in fact voted the 4th best employer in Belgium and, very importantly, has achieved very good profits over the last years.

THE REST, LOOKING AHEAD

Companies less challenged by reputation risks have not invested much in their corporate image, often contenting themselves with unambitious corporate social responsibility schemes and waiting for things to get desperate before investing properly in this area. As long as the core of the business is not at risk, they see this as a very secondary investment.

Should you invest at an early stage or wait for the need to arise? The answer is self evident, but in reality, do companies manage their reputation properly through preventive measures? We are probably right to be sceptical …

Nevertheless, the situation is improving. Over the last months, key players such as McKinsey and Boston Consulting Group have produced reports highlighting the need to build or rebuild a strong corporate image.

Based on the current financial crisis, these reports show that consumer confidence in financial institutions has plummeted. They indicate that "certain companies in some sectors have violated their social contract with consumers, shareholders, regulators and taxpayers.” The emphasis placed on this subject and the proposal of strategies to incorporate reputation into global corporate strategy is evidence of a move from “Nice to Have” to "Need to Have."

BROAD COMMUNICATION

Regardless of the financial crisis and setbacks in some sectors, the need to be concerned with corporate image has increased due to the multitude of players able to express themselves and the tools available to them. Publicity, as one facet of communication, may create an emotional response and visibility for a brand or product , but it cannot deliver a great deal in terms of a company's credibility and reputation. Reputation is the sum total of the perceptions and opinions of the many parties involved in a company: its personnel, its agents, non-governmental organisations, the press, public authorities, opinion leaders, and the general public expressing itself more and more in forums and various online media such as Facebook and other platforms.

Increasingly, people today want to be sure that they buy and consume products and services from “reputable” companies and are ready to draw attention to dodgy business practices and to campaign against the companies concerned. Companies often forget that when it comes to sensitive information, quality and quantity are not to be confused.

The sending of a ten line communiqué that has taken a long time to compose, given exactly the right balance and approved by a legal advisor, exposes a company to thousands of visible reactions on the Internet by those who can express themselves freely without any constraints whatsoever. A company can no longer communicate and establish its reputation via solely classic channels. It has to adopt a new approach, be bolder and act with new parameters. It must identify its target audience, understand them and what they perceive, define their needs in terms of information, identify areas of risk for the company, and finally communicate regularly, constantly and broadly in very many different ways, from one-on-one meetings to the use of digital communication tools.

Building a corporate image and reputation will become an important mission for CEOs and Directors. This has been on the cards for a long time and is now a reality.
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