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Abstract. The recognition of the company and its products, its positive perception among
stakeholders are important drivers of sustainable development, which together generate constant
sales, provide high margins and strengthen competitive positions in the relevant market. The key
factor in this success is the company’s impeccable corporate reputation, the importance and role of
which is more and more attested by the researchers in their publications, both on the theoretical
and practical levels.

Reputation management as a separate component of the company’s governance system is
accompanied by debatable issues regarding its separation and independence. The sources on this
subject trace differing views among scholars and practitioners to be agreed. Some researchers
attribute reputation management to the “public relations” and “corporate relations” competencies
and, while others single out and prove its independence as a separate management system, which
has its own purpose and specific tasks.

The study proved that reputation management is an independent component of the company’s
governance system. The substantiation of such a statement is revealed by the essential content of
corporate reputation, is accompanied by the clearly outlined goal and performed functions, as well
as the justification of the importance of reputation management in the company’s activities and its
strategic development. We agree that reputation management is deeply integrated with other
components of the governance system, such as “public relations”, “corporate communications”
and “corporate relations”, as a result of which they are often equated. However, these components
of the governance system differ from each other both in content and purpose. It is established that
the highest goal of reputation management is to build a corporate reputation and achieve the key
stakeholders’ loyalty.

The scientific value of the research is to supplement the theoretical and methodological basis of
reputation management, in particular in terms of addressing the disputed aspects of its
implementation in the companies” activities.
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1. INTRODUCTION

Ensuring successful operations in today’s competitive environment urges companies to
significantly reconsider traditional management approaches. The existing trends, accompanied by
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permanent variability and uncertainty, directly or indirectly affect management methods, which as
needed are forced to improve and adjust to existing changes.

Recently, there has been a growing interest of business representatives in their reputation and its
impact on the current activities of the company. Realizing the importance and value of the latter, the
governing bodies of most business structures are trying to build an impeccable reputation, strengthen
their presence and use it effectively. Of course, the process of forming the competitive advantages,
including reputation, requires a set of knowledge and competencies that help identify the object of
study, describe the classification features and inherent properties, identify structural elements, as well
as properly select methodological approaches to developing and making effective management
decisions. In this context, the introduction of reputation management in the activities of companies and
the formation of its theoretical and methodological foundations are relevant and requires further
research.

Along with this, reputation management as a separate component of the company’s governance
system is accompanied by debatable issues regarding its separation and independence. Thus, in
specialized sources, we can find different opinions of scholars and practitioners, where reputation
management is either attributed to the competencies of the traditional field of “public relations /
corporate communications”, or identified as and proved to be an independent separate management
system, which has its own purpose and specific objectives. We believe that the implementation of
reputation management in order to construct the company’s impeccable reputation makes it necessary
to consider and resolve controversial aspects at both the theoretical and practical levels.

2. THEORETICAL BACKGROUND

Addressing the issues of building the companies’ impeccable reputation as one of the key drivers of
their sustainable development is caused by the permanent manifestations of the crisis phenomena in
the economy and their impact on the activities of business entities. A number of foreign scholars,
namely G. Dowling, C. Fombrun, C. Genasi, M. Goldberg, B. Lafferty, G. Marken, P. Nakra,
K. Wiedmann, in their works pay special attention to the problems of constructing corporate reputation
and developing reputation management. Domestic researchers L. Batchenko, N.E. Deeva, O. Dubrova,
L. Gonchar, O. Rodionov and others are also actively involved in solving the above mentioned
problems. Statements proving the opposite ideas and treating corporate reputation as the part of
“public relations” and “corporate communications” can be traced in the publications by S. Ewen,
D. Finn, J. Grunig, J. Hutton, M. Kent, D. Lattimore, D. Newsom, K. Sriramesh.

3. RESEARCH OBJECTIVE, METHODOLOGY AND DATA

The purpose of the study is to address the issue of the inconsistency of the researchers’ views on
singling out reputation management and prove its independence as a separate management system.
The achievement of the outlined goal is possible by revealing the essential content of corporate
reputation and substantiating its importance in the company’s activities and achieving the set strategic
goals.

The research is based on the use of general scientific methods and techniques, such as the method
of generalization and systematization — in analyzing scientific papers on the subject, the study of the
essence and importance of corporate reputation, theoretical foundations of reputation management; as
well as of the abstract-logical method and the method of descriptive reflection — in the construction of
the illustration material and the formation of the author’s statements and conclusions.

4. RESULTS AND DISCUSSION

Reputation management, like any management process, involves a focus on achieving goals. We
believe that the priori strategic goal of such management is to form and maintain the trust and loyalty
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of key stakeholders of the company. In other words, the highest degree of the impeccable reputation of
the company is a stable commitment and unconditional loyalty of its contact groups.

The best foreign practices show that theorists and practitioners justify in their researches the need
for reputation management and prove the importance and impact of the latter on the company’s
activities. G. Stigler, for instance, mentions that in the conditions of the company’s impeccable
corporate reputation there is an opportunity to reduce the cost of production per unit of output, which
has a positive effect on performance [1]. In this case, it should be noted that the researcher does not
mention how and in what chain sequence the mentioned effect is achieved.

In turn, the scientific publications by G. Dowling [2], S. Caminiti [3], S. Preece [4], C. Eidson [5] and
P. Nakra [6] testify to the significant influence of the company’s positive reputation in the struggle for
qualified personnel, promoting the employment of highly productive employees. Here it is worth
agreeing with the opinion of the researchers, since such a statement is especially relevant in a period of
labor shortages of various qualifications and a sharp struggle for them.

M. Goldberg [7], C. Fombrun [8] and B. Lafferty [9] note that the company’s strong reputation has a
positive effect on consumers, increases their confidence in products and encourages regular purchases.
This approach ensures that companies retain regular customers, as noted by S. Caminiti [3] and
S. Preece [4], and, according to B. Klein [10] and P. Milgrom [11], allows you to get a price premium in
the form of additional markups. Under such conditions, according to P. Roberts and G. Dowling [12], a
good corporate reputation over time allows the company to increase profitability and make windfall-
profits.

It is known that the company’s reputation appears at the same time with its creation and is
accompanied throughout all cycles of its activity. This presence of the company’s intangible assets
forces its governing bodies from the first days of operation to weigh their own behavior and, of course,
the behavior of other market participants and coordinate their actions with the target groups from the
standpoint of reputational risks and threats [13].

A key element of this relationship is information that, on the one hand, expresses the contact
groups’ expectations and, on the other hand, reflects the company’s desire to meet existing
expectations. Delivering the necessary information about the required content to certain users requires
some effort and costs. For example, a company, engaging in philanthropy and other socially significant
activities in order to build its reputation, is forced to spend resources on publicizing and disseminating
these actions among stakeholders by contributing to the media, being mentioned in blogs, posting on
social media, etc. In other words, the implementation of charitable and social activities and their
inclusion in the company’s reputational assets requires additional costs and efforts. On the contrary,
the governing bodies caring about the reputation of their own company, making a mistake related to
their activity, is forced to respond immediately and make significant efforts (spend costs) to refute the
information, which usually spreads quickly in the light of negative events and, often, scandalous
sensations.

In summary, we can conclude that the company’s good and impeccable reputation is a precious
good, the value of which is expressed in the cost and time dimensions. After all, the company’s
significant expenditure of appropriate resources and time is required both at the stage of the formation
and building of its own positive reputation, and at the stage of its maintenance and preservation. We
believe that in this context, the determining and effective factor is the communication between the
company and the stakeholders, which provide the exchange of necessary information and whose
capacity determines the number of resources and time required to build and maintain the company’s
reputation.

The word “communication” comes from the Latin “communico”, which means a message,
connection, communication and in a broad sense — a term that describes human interaction in the
world. The modern philosophical interpretation treats it primarily as a sign of constructive interaction
of individuals, social groups, nations and ethnic groups, which develops on the basis of tolerance and
understanding [14]. It can be stated that reputation is formed in the process of communication through
the perception and evaluation of information about the company’s activities by various contact groups.
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Under such conditions, well-established communication is a means of both the formation of reputation
and the implementation of reputation management.

A historical review of scientific publications shows that the researchers used to have a certain
inconsistency of their views on singling out reputation management as a separate component of the
company’s governance system. This position of some researchers [15, 16, 17, 18] is explained by the fact
that the company’s “reputation management” is part of “corporate relations” and “corporate
communication”, i.e. it lies within the competence of the traditional industry “social relations” or
“public relations”. The evidence of this, in their opinion, is the companies” widespread practice of
creating relevant departments, divisions or individual public relations (PR) positions, while the
creation of reputation management positions is not practiced.

In this regard, J. Hutton noted that “... the growth of “reputation management”, “perception
management” and “image management” is a dangerous trend for the industry because they came for
the wrong reasons. Most managers who have poor public relations skills think superficially without
understanding the differences between “image” and “perception”, and follow advice of advertising
agencies, which benefit from using these terms to diversify their activities [19].

D. Finn [20], S. Ewen [21] and D. Newsom [22] shared the same view, noting that “image” and
“reputation” are not directly manageable because they are the result of strategic and, at the same time,
daily behavior of the company. According to them, reputation management can be compared to trying
to manage one’s own popularity.

At the same time, there are opposing views of other researchers and practitioners who jointly argue
for a separate self-sufficient branch of management — reputation management, which is outlined and
separated from the traditional field of “public relations” by setting its own goals and solving its own
range of tasks.

The well-known investor and philanthropist Warren Buffett is a proponent of the need to build and
maintain the company’s corporate reputation, arguing that “the loss of reputation is a much greater
disaster for the company than the loss of funds” [23]. He also adds that “It takes 20 years to build a
reputation and five minutes to ruin it. If you think about that, you'll do things differently”. Thus,
W. Buffett emphasizes the separation of a particular area of management and the importance of
managing the company’s reputation.

G. Marken believes that the company’s reputation is built and managed through small day-to-day
activities. At the same time, he notes that reputation is built by answering every phone call, every e-
mail, as well as by every product release, every decision made and every action taken [24]. That is, the
researcher emphasizes that the creation and management of the company’s reputation is a long-term
and daily phenomenon in the course of each business transaction. This approach is shared by C. Genasi
who warns that “the quality of communication must be maintained by the quality of action” [25]. His
position is that reputation management should be seen as a process that is constantly close to the day-
to-day running of the business. An important rule should be compliance with the company’s behavior
in the market, the published plans and stated intentions.

The growing need for reputation management is noted in their empirical studies by K. Wiedmann
and H. Buxel on the example of the German companies [26]. The researchers also note that the scale of
implementation of reputation management is directly proportional to the level of competition in the
relevant market, where these companies are positioned.

In addition to the theoretical substantiation and generalizations, the importance of reputation
management among professionals and the need for its implementation in practice is quite convincingly
discussed. In this context, we should mention the thematic international conference held in 2009 by the
authoritative association of insurers The Geneva Association, which was devoted to the issues of
reputation and reputation risk management [27]. In their report, R. Eccles and M. Vollbracht focused on
reputation management and recommended that companies strengthen corporate communications to
inform stakeholders and thus manage reputational risks. They suggest focusing on disseminating
messages that meet the expectations of the interested counterparties. At the time, Swiss Re
P. Forstmoser and N.Herger, advocated a “triple line” of reputation management aimed at



64 Vitaliy Shkromyda

strengthening the control over the relations between stakeholders and mass media. Based on the
experience of Swiss Re, they propose the implementation of reputation management through corporate
citizenship, sustainability management, corporate compliance and social significance.

Thus, “public relations / corporate communications” can be embodied in a process where
“reputation” is one of the effective indicators of such a process or a tool of reputation management.

A review of the Ukrainian researchers’ publications on reputation management and prospects for
its implementation suggests a relatively new direction of domestic research. The first articles on
corporate reputation began to appear in the early 2000s. Among the first researchers was O. Rodionov,
who published his own paper on this subject and pointed out that “... reputation management is a
permanent comprehensive process of forming and maintaining a positive public perception of the
company and its products, creating a commercial and financial result and long-term credit of trust to
the interested contact audiences and society in general” [28].

O. Dubrova offers her own approach to reputation management, which aims at forming and
strengthening reputation [29]. In general, this position is correct because it expresses the purpose of
. reputation
management is a complex business process of the higher governance, the complex and multifaceted

“

such management. In their own research, L. Batchenko and L.Honchar note that

one, requiring a systematic approach, strategic vision and understanding of the direction vector, the
ability to select the optimal set of communication tools, etc.” [30]. At the same time, as the researchers
state, reputation management is a long-term strategy that involves the creation, control and
maintenance of the necessary image of the company, and prevents reputation from spontaneous
forming.

N. Dyeyeva and V. Grabchak’s prove the need of implementing reputation management, which

"

involves . the process of planning, organizing, implementing and monitoring the company’s
reputation in order to achieve a positive reputation and minimize reputational risks”. At the same time,
the researchers note that the effective reputation management involves its implementation on an

"

ongoing basis, i.e. “... the company’s purposeful and organized acquiring holistic, stable traits and
qualities necessary for its successful operation, taking into account the impact of the environmental
factors” [31].

As we can see, the mentioned theoretical and practical tendencies in the foreign and domestic
scientific dimension argue the need to single out a separate area of management, namely — reputation
management, which, we believe, has its purpose, tasks, functions, tools, etc. We agree that it is
impossible to directly manage the company’s corporate reputation, because it is unreal to manage a set
of opinions, impressions and expectations of individuals or groups of people [22, 20, 21]. However, we
understand that the factors of such a public opinion, emotional perception or rational judgment are the
results and consequences of the company’s close relations with contact groups, the level and quality of
which depend on the management decisions, and therefore are relevant and manageable in accordance
with the commercial goals and objectives. For such reasons, it can be argued that it is more correct to
use the phrase “management of factors (drivers) of the company’s corporate reputation”.

It is established that in the economic scientific sources we may often encounter the concepts of
“reputation governance” and “reputation management”, which are often misused by the authors of
various publications. We believe that this approach to “reputation” is correct, although the
etymological meaning of the process of “governing” in general is broader and “covers objects of both
living and non-living origin” [32]. Management, in turn, is part of a system where the objects of
management are business relationships and organizational structures [33].

Given the above, we propose an author’s definition of “reputation management”, which should be
understood as a separate segment of the company’s governance system, which is based on the
interdisciplinary approach and with the use of information and communication resources allows you to
build and maintain the expected corporate reputation.

The visualization of such a statement is presented in Fig. 1.
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Reputation

Governance Management

Management

Fig. 1. The place of reputation management in the coordinate system of the process of the company’ governance.
Source: developed by the author.

In summary, it should be noted that reputation management is an independent component of the
governance system, which has its own purpose and objectives, is characterized by specific features that
distinguish it from other components, and plays a key role in achieving the company’s strategic goals.
In this context, the prerequisites for the introduction and application of reputation management in the
modern realities of the business environment are:

— oversaturation of markets and permanent growth of competition for consumers;

— free access to any information through the Internet environment and openness to the outside
world;

— public demand for transparency of economic activity and involvement of companies in the joint
solution of environmental and other social issues.

5. CONCLUSIONS

1. The introduction of reputation management in the course of the company’s activities should be
accompanied by obtaining the expected results from the implementation of such measures. It is
determined that the implementation of management decisions in a given direction provides usefulness
and a number of benefits that ultimately contribute to the development of the company’s impeccable
corporate reputation among stakeholders.

2. It is proved that reputation management is an important component of the company’s
governance system. Its independence is expressed by the specifics of the essential content of the
corporate reputation, accompanied with a clear goal and objectives, as well as the justification of the
importance of reputation management in the company’s activities and its strategic development.

3. Reputation management is closely related to and deeply integrated with other types
(components) of management, such as “public relations”, “corporate communications” and “corporate
relations”, as a result of which they are often equated. However, these components of governance differ
from each other on the basis of the purpose of their implementation and the functions they perform. It
is established that the highest goal of reputation management is to build a corporate reputation and
achieve the key stakeholders’ loyalty.

4. The prospect of further research is to develop a theoretical and methodological basis for the
information support of the reputation management system, which will provide for the effective use of
accounting and analytical tools to build and develop the company’s impeccable reputation in the
market.
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IIxpomuaa Bitaainn. AuckyciiiHi acmekT BIPOBajgKeHHsA PeNyTalilfHOTO MeHeXMeHTy. JKypHaa
Ipuxapnamcvozo ynisepcumemy imeni Bacurs Cmeganuxa, 7 (3) (2020), 60-67.

BusnanHa koMmnaHnil, mi3HaBaHICTb ii MPOAYKIIii Ta IMO3UTUBHE CHPUIHATTA cepes CTeKX0AAepiB
BUCTYIIAIOTh BaTOMMUMM ApaliBepaMI CTaA0TO PO3BUTKY, sIKi B CyKYITHOCTI IOPOAKYIOTh MOCTiliHI IpoAai,
3a0e31euyIoTh BUCOKY Map:Ky Ta IMiACHMAIOIOTh KOHKYPeHTHI MO3uLii Ha BignosignoMmy puHKY. Kaouosum
YIHHIKOM TaKOIo ycHixy € 6e3JoraHHa KOpIOpaTMBHA peIyTallis KOMIIaHil, 3Ha4MMICTh i poab sKOI Bce
OiabImIe 40CAiAHMKIB 3aCBiAUYIOTh Y CBOIX ITyDAiKaIlisX AK Ha TEOPETUYHOMY, TaK i Ha IPaKTUUYHOMY PiBH:X.

BusnaueHo, pernyTariiitHuii MeHeKMeHT sIK OKpeMIIi KOMIIOHeHT CUCTeMI MeHe A KMeHTY KOMITaHii
CYIIPOBOAKYETLCSI  AMCKYCIMHMMM INMTaHHSAMM IJOAO JOTO BUOKPEMAEHH:s Ta CaMOCTifHOCTi. VY
AiTepaTypHUX JXepeaax 3 IIbOTO MPUBOJAY IIPOCTEXYIOThCs PidHi AYMKU ceped, HayKOBIIiB Ta IPaKTUKYIOUMX
daxisnis, Axi moTpeOyOTh y3rogxkeHH:A. OAHI A0CAIAHVKM BiAHOCATH pemyTalliliHUII MeHeAXXMEeHT A0
KOMIIeTeHIIil1 “3B'SA3KM 3 TIPOMaACBKICTIO” Ta, BOAHOYAC, iHIINi — BUOKPEMAIOIOTh Ta JOBOASATL IOTO
CaMOCTIlHICTh SIK OKpeMOI CICTeM! MeHeAXMEeHTY, sIKa Ma€ CBOIO MeTy Ta KOHKpPeTHi 3aBAaHH:I.

Y Xoai 40caigKeHHs A40BeAEHO, peryTalliliHiii MeHeAKMeHT € CAaMOCTiIHMM KOMIIOHEHTOM CUCTeMU
MeHe/XMeHTy KoMIadii. OOIDyHTyBaHHs TaKOIO TBEPAKEHHS BMPa’Ka€ThCsA CYTHICHMM HAIIOBHEHHSIM
KOPIIOPAaTMBHOI pelyTallii, CyIIpOBOAXKYETLCS YiTKO IIOCTaBAEHOIO METOIO 1 (PYHKIIisIMM, AKi BUKOHYIOTBCS, a
TaKOX  OOIPYHTYBaHHSAM Ba’KAMBOCTI peNyTaIliffHOTO MeHeAXXMEHTy y AisflapHOCTi KoMmaHii Ta ii
CTpaTterivyHoMy po3BUTKY. IlorogsxyemMocs, pemyrariitunii MeHeAKMeHT IAMOOKO iHTerpoBaHUIl 3 iHIITMMU
KOMIIOHEHTaMM CHUCTEMM MeHeJKMEHTy, TaKuUMU AK “3B'SI3KM 3 TPOMaAChKicTIO”, “KoproparTmsHi
KOMYHiKaIii” Ta “KopHnopaTupHi BigHOCMHM”, BHaCAigOK YOIO iX 4acTO OTOTOXHIOIOTh. IIpoTe, o3zHaueHi
KOMIIOHEHTM CHUCTeMM MeHe/XXMEeHTy BUPI3HAIOTbCA O4UMH BiJ OAHOTO SK 3a 3MicroM, Tak 1 3a
Npu3HadeHHAM. BcraHoBaeHO, HaBMIIIOIO MeTOIO PpeIyTallilfHOTO MeHe/XMEHTY € KOHCTPYIOBaHH:
KOpHOPaTUBHOI pemyTallil Ta AOCATHEHHS A0IABHOCTI KAIOYOBUX CTEIKX0AAePiB.

HaykoBo1o 1IiHHICTIO ITpOBeAe€HUX AOCAiAKeHb € AOIOBHEHHS TeOPeTHKO-MeTO40A0TiYHOI OCHOBU
penyTaliiiHOTO MEeHeA KMEeHTY, 30KpeMa B YaCTUHI BUPIIIeHHs AVCKYCiIHIX aCIIeKTiB J10r0 BIIPOBaJKeHHs y
AlSIABHICTH KOMIIaHIIA.

Karo4dosi caoBa: ciabcpkorocrogapcbki MigIpHEMCTBa, TpaHcpoOpMariis, iHTerpariis, MexaHi3M,
MOHITOPMHTI.



