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Senior Management More Aware

Driven by Risk and Reward :

* Heightened concern about ‘risk’ and corporate governance
compliance in the light of recent corporate scandals

°* The *holy grail’ of value creation has shifted the focus to
‘intangibles’, such as reputation and relationships because
this is where the ‘value’ is seen to reside
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But...

“...The environment, diversity, human rights, the
community —these used to be soft issues. Now they
are hard issues: hard to ignore, hard to manage and

hard for businesses that get it wrong”

David Grayson



Against a backdrop of Complexity

Changing expectations: C=P-E
Death of deference /loss of trust / credibility

Media channels - radio/press up 215%, TV up by
1,525%

Inter-connectedness

Greater duty of care

p:
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Common Concerns

Dissonance between external and internal
perceptions

Focus on quarterly reporting / compliance/fire
fighting (busy on the immediate, not the important)

Loss of reputation - corporate AND personal



Communications Research is Changing

From To

Evaluation = Planning

Ad Equivalence | > Issues/Risk Management
Justification > Management Education
Publicity ROl | >Licence to Operate

Seat at the Top Table

®
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Strategic Im

The Organization Activities Qutput
values, objectives, messages sent by messages received
strategies company —_— by audience

media analysis
market research

The audience

g .......................... .} Va|ues &
v expectations
Outcome motivational
: - research
Audience choices /
behaviors Quttake / Impact

¢ AUdIIENCE pErCEptioNs
3rd party endorsement P P

. ) client research
recruitment / retention

Brand Equity/Brand Share
Regulation




How can we engage with senior management?

1. Structure thinking around reputation
2.  Look at broader picture

3.  Connect with market sentiment

4.  Map risk and influencers

b. Embed the learning to drive action

p:
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Structure Thinking Around
Reputation




Developing understanding

°* Reputation is not an ‘asset’ in the traditional sense
- it cannot be ‘owned’ or ‘controlled’ by
an organisation.

* |t exists in the minds of a myriad of stakeholders
and ‘influencers’ and is based on a summation
of influences:

— direct customer experiences
—employee advocacy
—direct Communication

— Indirect Communication



Reputation Institute
VWWW\.reputationinstit
ute.convsections/
who/rifactsheet. pdf

Leadership

Product
Performance

Workplace
Environment

Financial
Performance
Social Responsibility

Fortune: Most
Admired
www.fortune.com/fortun
e/mostadmired

Management quality

Product / service
Quality

Innovation
Acquiring & keeping
talent

Value as long-term
investment

Financial strength

Commitment to
community &
environment

Use of corporate assets

Global business
acumen

Research the Reputation Drivers

Management Today
www.clickmt.com

Management Quality

Quality of goods and
services

Capacity to innovate

Ability to attract / keep
talent

Value as long-term
investment

Financial soundness

Community /
environmental
responsibility

Use of corporate assets

Quality of marketing

Tailored (Echo
client)

Vision & leadership

Products & services

Innovation

Workplace
environment

Financial
performance
CSR

Corporate Ethics

Judge Inst. of Mgmt
Cambridge
www.arlobrady.com

Leadership, vision
and desire

Quality

Knowledge and skills

Financial credibility

Social credibility
Environmental
credibility

Emotional
connections

Dow Jones FTSE4Good
Sustainability  www.sustainab
Index ** ility-index.com
www.sustainab

ility-index.com

“INVISIBLE
ADVANTAGE’
Cap Gemini
Ernst & Young

Leadership

Quality
Customer
Brand Equity
Innovation
Human Capital
Org Culture

Social Social

- Economic Economic

Environment Environmental

(controversial)

Environmental

Technology
Intellectual
Capital
Communication
Transparency

Alliances

1)
)
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Stakeholders:
A complex network of relationships & influence

Consumer
groups
Regulators
Potential
customers _
Organization The Media

@ Employees

Shareholders .
Trade unions

Potential &
employees professional




Perception is reference dependent

Holistic and integrated perspective critical



Understanding stakeholder expectations

Marketing Talent

R&D &

Leadership Governance :
Innovation

‘higher order
expectations’

Profit and growth
projections

Results

‘Threshold
expectations’

Environmental
context

C titi text
C—)Investors{a(Someiie contex




Understanding stakeholder expectations

DPVVV?V?

Innovation

‘higher order
expectations’

Reliability
& service

‘Threshold ‘

Relative price expectations’

& quality

—
—>Customers{(Gompeitecontex

Environmental
context




Understanding stakeholder expectations

WAPAPAP AP AP

Leadership Workplace

‘higher order
expectations’

Reward &
Recognition

expectations’

‘Threshold ‘
Security

C titi text
—>Employees{—a(Gometie o

Environmental
context




* Kraft reduced portion
sizes

—Considered the
anti-food lobby
reaction?

—Did not consider
the consumer
reaction?

-,
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Corporate Reputation Drivers (automotive Manufacturers)

by volume of Positive vs Negative comment

CSR /ethics /governance

Community service

Ethical investment
Environmental responsibility
Social responsibility :
Corporate governance,

Transparency .

Products <.

Leading models/brands

~

Financial performance

~ < o

-~

-~

~
~

= ~

~ ~ - -

BUYABILITY: Design, Performance,” - _ N PR -

Safety, Security, Price

RELIABILITY: Reliable, Servicing,

Warrantee

Workplace / environment

-~

Results, Profits, Incentives
- Analyst recommendations
Trading statements,
Shareholder sentiment

... = Vision & Leadership
e - / Comment on market position

Strategy

Industry leadership

+ Innovation

Quality of Management

_~Innovation
Hybrid Cars, Alternative Fuels
Fuel Cell Technology, Safety, Design,
Fuel efficiency

Positive
Negative

Health & Safety at work, Labor Relations, Litigation vs Company,

Litigation vs Individuals, Minority groups, Training
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Mapp]

Management Performance
40-1-.

CSR/Community - 30.1.. -~ . Financial Performance

Products / Innovation

\\\\\\

Human Rights < ™ Workplace

\\\\\\\\\

Environmental Performance “*" " ‘Alliances / Suppliers

- Positive === Negative .
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Look at the Broader Picture




Obesity in the Public Eye

Research report on perceptions of obesity and
Its causes in the global media

ay 2004 e s g
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‘Epidemic of
.. Obesity' report .
' ished

Jan - Dec
1999

Jan - Dec
2000

NAO Report on
future of NHS

Jan - Dec
2001

Ob

Parents may
outlive children

report by British
Association (UK)

Lawsuit against
McDonalds (USA)

Govt comment
(UK)

2000

1500

1000

# of articles

500

Jan - Dec
2002

Jan - Dec
2003

Total : 19,985 articles from January 1999 - March 2004
B

Media interest in obesity rises by 294% in 5 years

Jan
Mar 04




Regulation in the UK, Litigation in the U
& Education in Asia Pacifi

60 r M France m UK m US I1 Asia Pacific
Regulation Responsibility Education Litigation

% of mentions in total volume of articles

e
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Obesity and Food:

Sugar - universal ‘no - no’

B France Fizzy drinks / Soda / Pop

B UK
m US Doughnuts French Fries / Chips

O Asia Pacific

% of mentions in total volume of articles

W a‘*
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Other
5%

WHO

1% _
Health professionals

25%

Politicians
15%

Lawyers
1%

Retailers
2%

Food Manufactuers
9%

Insurances
3%
Pharmaceuticals
4%
Atkins
5%

Fast food/restaurants
7% Schools
23%

Share of coverage
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Measure Market Sentiment
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Proactive comment and trading

s Proactive comment Relative price Peer Index
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Proactive media comment NNV .
..Conversely, in time of falling stock
appears to support the stock

orice price there is little to shore it up




Medi

And which organizations might you approach for additional
information about your sector?
Open, Spontaneous, Multi choice

Analyst 43%
Trade Bodies 19%
Banks 13%
British Beer and Pub Association 13%
CAMRA 6%

-,
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Analyst Messages In th

Is attractive to investors

International strategy is sound
/ robust

...1s an efficient/well-run
business

Needs to invest in major
markets

Should buy...

Has strong...

Should merge with...

wu Positive s Negative




Analyst Performance

Appear to have mixed abilities in predicting price
changes:- some are very late off the mark

Strong reaction (10 alerts) to Corporate announcement
— generally bullish, and wrong

Who is “On-the-ball”
Who are “Laggards” and “Me-toos”

Overriding question: “on credibility, exposure, etc ...”



How would you describe the Company in one sentence?
Open, Spontaneous

“An aggressive dynamic company perhaps with a slightly too high risk
position”

Ann Crotty, Wall Street Journal Asia, China

“Risky but not impossible. | think the brand has seen better days in the US”
Debroah Orr , Forbes Magazine, US

“I question the growth prospects; fairly risky”
Andrew Mills, Financial Times, UK

© Echo e



Mapping Relationships

Analyst Byline Media Name Country |Date Rating
Andrew Holland - ABN David Pringle* Asian Wall Street Journal HK 3-Jun-02 65
David Pringle Wall Street Journal Europe UK 31-May-02 75
David Pringle Wall Street Journal us 31-May-02 75
Nico Lambrechts - Merrill Lynch Dominic Picarda * Investors Chronicle UK 12-Apr-02 60
James Williamson - SG Securities  [Gill Moody Sunday Times SA 02-Jun-02 65
Liz Vaughan-Adams* The Independent UK 11-Jul-02 45
Arnold Kirkby South China Morning Post HK 31-May-02 55
lan Shackleton - CSFB Andrew Johnson* Business Week USA 04-Apr-02 55

* = Interviewed for Journalist Survey

Lo~
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Key Editors Would Benefit
To Management & |

Speed of response for
information

Accuracy of information
Quality of spokespeople

Market knowledge

Information tailored for
local needs

Quality of information
provided

Access to senior
management

Excellent

7%

13%

13%

20%

7%

13%

7%

Very
good

27%
40%
30%
33%
7%
40%

27%

Fairly

good
53%

33%
35%
33%
20%
13%

7%

Fairly
poor

7%

7%

15%

0%

53%

20%

20%

Very
poor

0%
0%
0%
0%
0%
0%

33%

Don't
know

7%

7%

7%

13%

13%

13%

7%




Joining Up The Dots

Communications must be holistic and seamless

Credibility issues around perceptions of ‘risk’ must be
addressed — notably by allowing greater access to
senior management team for key analysts / editors —
most urgently in the USA

Establish long term PR programme to cover gaps in
guiet news ‘periods’ - or when announcements may be
received negatively to build up advocates /
endorsement



Map Risks & Influencers




Image on the Intern

I'responsible
12 -

, 9

Efficient ~ Responsible

— Other Media
— [Nternet

Negligent - " Deceptive

Slowtoreact” Indifferent




‘Dear Prince, you are extremely well advised to listen closely to all of the
signals, however faint, of impending bad news. They are your only first line
of defense. You need to constantly scan your kingdom for signals of bad
things that are about to happen |[...]

This is the only chance you have to gain advantage. Therefore, set up
throughout your kingdom ears and eyes that can pick up the weakest
signals before they are apparent to your enemies’ - Machiavelli

© Echo@



Survelllance: Define the Search Domain

— NGOs

— Governments and regulators

— Corporates

— Business organizations, consultants, academics
— Professional organizations

— Policy groups, think tanks

— Media

p:
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rating

Leading Issues

by volume & rating

65 R R = R R R LR R
Opportunities n Desirable
|
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A |
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Leading Negati

# mentions
0 1 2 3 4 5 6 7 8

Poor quality products / senices I\iewsgré)up [ Usenet :

Is not justified selling to certain countries

An unethical firm / investment -

Is facing a pensions black hole C?nllne r’:nedla

Is not justified selling to certain countries

An unethical firm / investment

Poor quality products / senices

Should not sell to certain countries / companies

Not an ethical firm / investment |
Poor quality products / senices _ :

Is facing a pensions black hole

Corporate strategy is not sound -




50 & €

Stakeholder Positions (SARS)

Source Publication Date Subject Comment
BUSINESS COMMUNITY

“75% of French companies bar travel

Pierre Ducamp - ACF Le Monde 15 Mar 03 Business travel to AsiaPac”
Purchase of anti- After acceptance of £455M bid offer:
Paul Drayson — Powderject flu vaccine I'm 43 and | don't see myself sitting
CEO (taken over) Reuters 19 May 03 company on the beach from now on”
Dr Paul Grohler — Tourist "40,000 fewer tourists with £20M
Bureau Berlin FAZ Germany 13 May 03 Impact on tourism spending power visit Far East"
SARS battle kits $230M package for Singapore
Jacqui Tham AsiaOne 10 May 03 distributed business

FINANCE COMMUNITY

"This is a big setback — a new SARS

Straits Times Investment case when this country was set to be
Unnamed investment broker Singapore 8 May 03 levels. declared SARS-free”
Mark Konyn — Allianz Speed of China’s "Look out for transparency and policy
Dresdner AM Forbes.com 7 May 03 SARS handling risks"
K Saroninsky — Bratya “SARS will hit China — and open it up
Kozbachovi Interfax Russia 12 Apr 03 Economic impact - the way Chernobyl did Russia”
HEALTH / NGO
Frequency of “We welcome new figures showing a
Bob Dietz — WHO Beijing BBCi (online) 8 May 03 cases drop in cases”
GOVERNMENT AND POLITICAL
Tommy Thompson — US WHO annual “Taiwan should have observer status
Health Secretary CNBC 3 May 03 conference — no barriers to SARS data”
“Do not forget the anti-flood defences
Wen Jiabao — Chinese [for Hunan] in heat of battle with
premier Xinhua News Agency 19 May 03 Prioritisation SARS”
“We hope — but need to confirm —
Julie Gebarding — US Centre San Francisco there will be enough beds in hospitals
for Disease Control Chronicle 28 Apr 03 Medical solutions to cope with the epidemic”
Positive Negative Neutral

. y o
© Echog‘é



Issue

Main Product
Insulin pricing/supply
Human insulin
Clinical trials
Informed consent
Human materials
Embr. Stem cells
Patents
Off label use
Testing on primates

Testing on animals

Stakeholder group

Stakeholder mapping
Issue / stakeholder

X X X
X X X
X X X [X X
X X XX X
X X X
X X X| X| X X
X X X| X | X X
X X X X X X X
X X X X
X X | X
X X X \5/ X
S £ g =2 =2 8 8 2 5 g
£ £ = & & 38 & s B8 3
g § & 5 § <=2 3 s 5 =
< & 0o ¥ = T g ke
(4] Y— @) > < i / G"/
E DS_ - o 8 ©Echo§‘$



Embed the learning




“Effective organizations are able to achieve their
goals in part because they choose goals that are
valued by their strategic constituencies both inside

and outside the organization”
Grunig, Grunig and Dozier (2002)

-,
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The key Issue for many organizations

Data is often not the key issue

Most organizations do not have the resources or the
business architecture to be able to make the best use of
the intelligence they already have

The key Is to provide an integrated and holistic
perspective

These insights need to be embedded




_
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R2Vv2™: understan-

Leadership

100
80
'A/\

Good Employer ///’ \ Governance
QL 2C Ny
\‘VVJ// —— Comparator
—
A— = Goal
\‘ .
— - Perception

CSR Innovation
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R2v2™. understandin-

Relative Price
100

30
0

Service % \ Relative Quality

// - COomparator

A\ -

- Perception
CSR Reliability
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R2v2™. understandi-

Security

Reward

— COomparator
= oal
- Perception

Leadership Recognition




R2V2™ : Outline of Service

Listening

Understanding
organisational goals,
KPIs etc

Stakeholder
identification

Understanding
expectations

Evaluation criteria

Performance
perceptions

Sources of influence
/Relationship drivers

.

Learning

Understanding
relationship with
key ‘inputs’

Identification of
specific areas of focus
through ‘gap’ analysis
(performance &
communications)

‘Risk’ assessment &
requirement for
reconciliation

Develop appropriate
‘metrics’ for inclusion
In a scorecard or
dashboard

L

Linking

o Establish
communication
priorities & channels

* Input into
communication plan

* Develop evaluation
criteria & set up
monitoring process
(benchmarking
performance)

4A three staged process

Al
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Knowledge Portals




a http://dom02.echoresearch.com/webs/1108hp.nsf - Microsoft Internet Explorer provided by Echo Research Lid

@ http:/fdom02. echoresearch, comAweb/1 |—

(éB HP IPG EMEA @ Echo Research

03/12/2003 QCh@
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* Bortal Home * Monthly ENIT ¥ Review & Awards * Clip Abstracts * Echo Interactive  * Latest Clips
* Marthiy H
# Recent Reports ! I § m
*# Commercial 0 n S u e r
k-3
* Corporate R
# Mac connect ~ HP EMEA Monthly Report for March 2003
# Supplies

»EMEA Reports Product - Photo Printers
Product - Inkjets
Product - Cameras

Product - AlO

Privacy Staterment @ 2003 Echo Research Limited Client Comrmitrnent




Portal Home

* Recent Reports

# Commercisl
k-

* Corporate
*Mac connect
* Supplies

* EMEL Reports

HP IPG EMEA @ Echo Research
03/12/2003

(D

iavant

HF IFG hikjats - Key Result
M i 2003

TFETime =1

HF Faing =]

HF Imprs cclon ¢ {0007 E=ER)

HE R dew e 7]

Kay wlume Competor |CamonGa
[Fey Fadng Compeikr | Caron =s =

strongecticous s/ Toplos o

WWeakie stlcel e s/ Toplo s

Country Performan oe

HFP IPG Inkjets - monthly Gompettor Compad son
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HP IPG Inkjets - monthly Competter Compad con

Sy rdng A e ch 003
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Privacy Staternent

HF IPG Inkjst Prirting - Surnmary

There was a general slide in wvolume for the second
consecuthe morth. Canon held the lead with 64 mertions.
Lexmark gained substantial ground on Canon becaee is
printers are not tracked in the phato-printing sector, and a
S0% volume rise saw Lexmars cvertaee HP, which eased
back to 53,

Canon also had the lead by impressions & 9.5 million, but
HP was superiorto Lewmark, with a readership total of 6.3
million against 3.8,

Thiz sector genergted the most modest rRings, batwesn
55.5 for Canon and S0 for Ohmpus and Herox.

HF IPG Inkjst Prirting - Recormendsations

The high cost of priting & an ongoing crticism that affects
HFP and Lexmark’s inkjet cowerage and gives the adwantage
to Canon. HP is advised to address thie problem and dram
attention to the key strengths of itz new models, which
include reliable program configurations, high perfommance,
calour fidelity, duplex and upgradability.

2 2003 Echo Research Limited

* Echao Inter

HF IFG Inkjst= - Competitor Comparlson

e of mansens, fvsarasie & meng

# e sone

HF IPG Inkjst= - Redews by Comps1ir

=¥ numEar oF mantona L parcaags

-

Client Commitment

© Echo



| Echo Besearch Ltd - PricewaterhouzeCoopers -

Microzoft Internet Explorer

|
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W Research Parameters

PwC vs Its Benchmark Competitors -

PRICEVATERHOUSE(COPERS

Sample Report

PwC has most negative coverage as Maxwell and

.
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W Leading Messages
W Leading Sources

M Research Farameters
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Dashboards

Turning multiple data feeds into a series of structured visual
displays

Web-enabled interface

Tree structure to enable the user to drill down to obtain
more detailed information

Flexible information display to suit user needs:
— Traffic light ‘trend signals’

— Graphs

— Contextual commentary

Provides effective mechanism for feedback and strategic
learning



R2V2™: Perception overview

Commentary

The latest data on investor perceptions does give cause for concern - the general picture over the last
guarter has been less favourable, although on leadership and governance dimensions, we have
made progress against both target and exemplar. The overall customer perspective shows a
continuation of the progress made in the early part of 2003, with the most positive gains in
perceptions of relative price and quality. Disappointingly, the latest ‘people pulse’ survey indicates
that overall perceptions are down on the 2002 figures. Perceptions of job security have improved but
the ‘dip’ in perceptions of recognition require further investigation.

Investors Customers Employees
Security

Leadership Relative Price
0 100

Good Employer Service

Leadership Recognition

Key Indicators

Q104 Q4 03 2003/2002 o
© Echo %J:E



R2V2™ : Client perspective

"This is an INSIGHT process. It makes tangible the
Intangibles and gives us a precise roadmap of what
we need to focus on; it's about the business
understanding this and owning it. It takes the risk
out of marketing and communications. The market
gets it, but management hasn't caught up !”

Director, Utilities



To Conclude.....




From
Deference

Control

Local

Simplicity

Transmission

Changing

SRRR

To
Reference

Connectedness

Global

Complexity

Conversation

_
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This Is about management action

Corporates need to show that they are willing to be
held to account

They must “place their cards on the table” and be
transparent

Building sustainable brands and reputations starts
on the inside

Their communications and relationships must be of
the kind that builds trust



And being prepared to listen

To find the route up the mountain... research is pivotal

“It's better to go 1 mile in the right direction than 5 miles in the wrong
one”

& o
© Echo%
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SARTON/

... Moving you from data to dialogue

Offices in: London, Brussels, Paris, Stockholm, New York
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