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Preface to the Sixth Edition

The world of business is constantly changing. Since the previous editions of the
book, there have been a number of high-profile scandals in the corporate world
and we have been through an economic downturn in most parts of the globe.
These conditions have created a very difficult trading environment for many
companies, and, equally, many organizations have had a rough time in
communication and reputation terms. Companies that previously were the
darling of the stock market or the preferred choice of customers may have seen
the tables turned on them and may no longer enjoy strong reputations.

Stakeholders, for their part, increasingly demand insight and information from
companies in a quest for greater transparency. The new media landscape has
added further pressures in this respect, with citizens and customers blogging and
tweeting about companies, and with critical journalists zealously looking for
gaps, contradictions and discrepancies in corporate messages. The decisions and
actions of companies are increasingly put under the microscope.

Whilst the environment for companies is constantly changing and has perhaps
become more challenging in recent years, the central message across these trends
is clear: executives and practitioners within organizations need to be empowered
with a way of thinking and with tools that can help them navigate the current
corporate landscape in which reputations have become more fragile and
stakeholders have become more demanding. The basic idea underlying the book,
therefore, is to equip the reader with an understanding of the concepts and tools
of corporate communication.

Purpose of the Book

This book is about corporate communication. Its chief aim is to provide a
comprehensive and up-to-date treatment of the subject of corporate
communication. The book incorporates current thinking and developments on
the topic from both the academic and practitioner worlds, combining a
comprehensive theoretical foundation with numerous practical guidelines and
insights to assist managers in their day-to-day work and in their strategic and
tactical communication decisions. Illustrative examples and case studies are

hacoad Aan FrAamnaniac in tha TTQRA tha TTK ~antinoantal Tiirana Qanth_Tact Acin
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and elsewhere.

In other words, in a comprehensive and practical manner, the book aims to
provide insights into the nature of corporate communication, the issues that
define this critical area of practice, the strategies and activities that fall within its
remit, and the ways in which it can be managed in companies. Specifically, the
reader will learn about the following:

e the nature of corporate communication, its historical emergence and its role
in contemporary companies

e the critical role of corporate communication in building and maintaining
relationships with the stakeholders of a company

¢ the key issues — corporate social responsibility, reputation management,
corporate branding, corporate identity, integrated communication — that
define this area of practice and how to deal with them

o different approaches to developing corporate communication strategies and
to implementing communication programmes and campaigns

o different approaches to measuring and monitoring the impact of
communication on stakeholders’ opinions and on the company’s reputation

e the key activities and skills in specific disciplines and emerging areas of
practice, including change communication, social media, issues
management, crisis communication, employee communication and
community relations.

Approach of the Book

For the sixth edition of the book, my aim again was to satisfy three key criteria
by which any management text can be judged:

e Depth: the material in the book needs to be comprehensive in covering both
the academic and practitioner literatures and the knowledge base of
corporate communication.

¢ Breadth: the book covers the range of topics that define the field of
corporate communication and that practising managers and students of
corporate communication find important or interesting.

e Relevance: the book has to be well grounded in practice and easily relatable
to practical examples and case studies.

Althnnoh a niimher nf hnnke nn carfmarate commimicatinn avict in the market it
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has been my belief that no book has really maximized these three dimensions to
the best possible extent. Accordingly, this book sets out to fill that gap by
accomplishing three things.

First, instead of being only based on practitioner experiences and anecdotes or
case-based learning, the book provides an evidence-based account of corporate
communication by drawing on theories, models and concepts from academic
research.

Second, all the contemporary and important themes and topics within the remit
of corporate communication, including ‘corporate social responsibility’, ‘social
media’ and ‘stakeholder management’, are discussed in detail. Particular
attention is paid to central topics such as the structuring of the communication
function within organizations and the development of communication strategies
and programmes — these have received little attention in other books.

Third, the book not only presents the latest academic thinking and research on
the subject, but also features case studies and shorter case examples to illustrate
the concepts and themes of the book and to meet the ‘double hurdle’ of academic
rigour and practical relevance.

For the sixth edition, all the case studies and topics have been updated with more
cases from the USA and South-East Asia added to the text. The text itself has
also been revised and updated, and I have added new material on social media,
online communications and data analytics.

In summary, by combining theory with practical cases and examples, the sixth
edition of the book provides a comprehensive, practically grounded and up-to-
date overview of the state and playing field of corporate communication. All the
major critical issues in managing communications are discussed, providing
practising managers with appropriate concepts, theories and tools to enable them
to make better management and communication decisions. And thus, after
reading the book, readers will, I hope, have gained a greater appreciation and a
more in-depth understanding of the range of topics covered in corporate
communication, as well as a means to organize their thoughts on those topics.

Readership of the Book

A wide range of people can benefit from reading this book, including the



following gvroups.:

¢ students at the graduate level enrolled on a business, management,
marketing, corporate communication, public relations or business
communication course, who are interested in increasing their understanding
of the theory and practice of corporate communication

e managers and marketing and communication professionals with an interest
in aspects of corporate communication (such as change or leadership
communication), who are concerned with making informed decisions that
will maximize their day-to-day performance

e senior executives looking for an understanding of corporate communication
and what it can do for their business

e academics researching and reading in the areas of corporate
communication, public relations, marketing and strategic management who
are looking for a resource guide that contains all the major topics in
corporate communication in a single volume.

Organization of the Book

As mentioned, the aim of this book is to present an overview of the theory and
practice of corporate communication. The distinction between the ‘theory’ and
‘practice’ of corporate communications is intentional and implies that the book
aims to integrate theoretical concepts and frameworks on corporate
communication with more hands-on, practice-based insights and skills from the
profession. In the book, I also take the view that corporate communication is a
field of management within organizations, where not only our understanding of
it but also the development of the field, are best served by adopting a
management perspective. This means that alternative sociological and critical
perspectives on corporate communication are included in the book’s ruminations
on the field, yet are considered of secondary importance in view of the core
management perspective of the book.

Adopting this management perspective, the book is laid out in five parts:

Part 1, Introduction to Corporate Communication, provides a
characterization of the historical and practical roots of the field of corporate
communication and defines the role and use of corporate communication in
contemporary organizations and in a changing media environment.

Part 2, Conceptual Foundations, includes two chapters on key concepts



such as stakeholders and corporate reputation and on communication
models that provide the theoretical background to the practice of corporate
communication.

Part 3, Corporate Communication in Practice, includes two chapters that
focus on the development of a communication strategy, the planning and
execution of communication programmes and campaigns, and on research
and measurement of communication effects.

Part 4, Specialist Areas in Corporate Communication, covers important
specialist areas within corporate communication: media relations, employee
communication, issues management and crisis communication.

Part 5, New Developments in Corporate Communication, has chapters on
important emerging areas of practice within corporate communication:
change and leadership communication and corporate social responsibility
(CSR) and community relations.

The chapters in each part include case studies and case examples and a list of
sources for further reading. At the tail end of the book, the reader will find a
glossary of key communication terminology that may be useful as a quick
reference to the key concepts in corporate communication.

Joep Cornelissen, Amsterdam, June 2019
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Introduction to Corporate Communication

In Part 1, we explore the historical development of communication within
organizations, describe why corporate communication emerged and demonstrate
the importance of corporate communication to contemporary organizations. The
basic characteristics of corporate communication are described compared to
related concepts such as marketing communication and public relations.

After reading Part 1, the reader should be familiar with the basic characteristics
of corporate communication, its historical emergence and its relevance to
contemporary organizations.



Defining Corporate Communication

Chapter Overview

This introductory chapter provides a definition of corporate communication and lays out the
themes for the remainder of the book. The chapter starts with a brief discussion of the
importance of corporate communication, defines key concepts and spotlights a number of
important trends and developments in corporate communication.

1.1 Introduction

There is a widespread belief in the management world that in today’s society the
future of any company critically depends on how it is viewed by key
stakeholders such as shareholders and investors, customers and consumers,
employees, and members of the community in which the company operates.
Globalization, corporate crises and the recent financial crisis have strengthened
this belief even further. CEOs and senior executives of many large organizations
and multinationals nowadays consider protecting their company’s reputation to

be “critical’ and as one of their most important strategic objectives.! This
objective of building, maintaining and protecting the company’s reputation is the
core task of corporate communication practitioners. However, despite the
importance attributed to a company’s reputation, the role and contribution of
corporate communication is still far from being fully understood in many
companies. In such companies, communication practitioners feel undervalued,
their strategic input into decision-making is compromised and senior managers
and CEOs feel powerless because they simply do not understand the events that
are taking place in the company’s environment and how these events may affect
the company’s operations and profits. There is therefore a lot to gain when
communication practitioners and senior managers are able to recognize and
diagnose communication-related management problems and know about the
appropriate strategies and courses of action. Such an understanding is not only
essential to an effective use of corporate communication, but it is also
empowering. It allows communication practitioners and managers to understand
and take charge of events that fall within the remit of corporate communication,
to determine which events are outside their control and to identify opportunities
for communicating and engaging with stakeholders of the organization.



The primary goal of this book, therefore, is to give readers a sense of how
corporate communication is used and managed strategically as a way of guiding
how organizations may communicate with their stakeholders. The book
combines reflections and insights from academic research and professional
practice in order to provide a comprehensive overview of strategies and tactics in
corporate communication. In doing so, the book aims to provide a range of
concepts, insights and tools to communication practitioners and senior managers
to be used in their day-to-day practice.

This introductory chapter will start by describing corporate communication and
will introduce the strategic management perspective that underlies the rest of the
book. This perspective suggests a particular way of looking at corporate
communication and indicates a number of management areas and concerns that
will be covered in the remaining chapters. As the book progresses, each of these
areas will be explained in detail and the strategic management perspective as a
whole will become clearer.

1.2 Scope and Definitions

Perhaps the best way to define corporate communication is to look at the way in
which the function has developed in companies. Until the 1970s, practitioners
had used the term ‘public relations’ to describe communication with
stakeholders. This ‘public relations’ function, which was tactical in most
companies, largely consisted of communication with the press. When other
stakeholders, internal and external to the company, started to demand more
information from the company, practitioners subsequently started to look at
communication as being more than just ‘public relations’. This is when the roots
of the new corporate communication function started to take hold. This new
function came to incorporate a whole range of specialized disciplines, including
corporate design, corporate advertising, internal communication to employees,
issues and crisis management, media relations, investor relations, change

communication and public affairs.2 An important characteristic of the new
function is that it focuses on the organization as a whole and on the important
task of how an organization presents itself to all its key stakeholders, both
internal and external.

This broad focus is also reflected in the word ‘corporate’ in corporate
communication. The word, of course, refers to the business setting in which



corporate communication emerged as a separate function (alongside other
functions such as human resources and finance). There is also an important
second sense with which the word is being used. ‘Corporate’ originally stems
from the Latin words for ‘body’ (corpus) and for ‘forming into a body’
(corporare) which emphasize a unified way of looking at ‘internal’ and
‘external’ communication disciplines. That is, instead of looking at specialized
disciplines or stakeholder groups separately, the corporate communication
function starts from the perspective of the organization as a single embodied

entity when communicating with internal and external stakeholders.2

Corporate communication, in other words, can be characterized as a
management function that is responsible for overseeing and coordinating the
work done by communication practitioners in different specialist disciplines
such as media relations, public affairs and internal communication. Van Riel
defines corporate communication as ‘an instrument of management by means of
which all consciously used forms of internal and external communication are
harmonized as effectively and efficiently as possible’, with the overall objective
of creating ‘a favorable basis for relationships with groups upon which the

company is dependent’.# Defined in this way, corporate communication
obviously involves a whole range of ‘managerial’ activities such as planning,
coordinating and counselling the CEO and senior managers in the organization,
as well as the ‘tactical’ skills involved in producing and disseminating content
and messages to relevant stakeholder groups. Overall, if a definition of corporate
communication is required, the following characteristics can provide a basis for
one:

Corporate communication is a management function that offers a
framework for the effective coordination of all internal and external
communication with the overall purpose of establishing and maintaining
favourable reputations with stakeholder groups upon which the organization
is dependent.

One consequence of these characteristics of corporate communication is that it is
likely to be complex in nature. This is especially so in organizations with a wide
geographical range, such as multinational corporations, or with a wide range of
products or services, where the coordination of communication is often a
balancing act between corporate headquarters and the various divisions and



business units involved. However, there are other significant challenges in
developing effective corporate communication strategies and programmes.
Corporate communication demands an integrated approach to managing
communication. Unlike a specialist frame of reference, corporate communication
transcends the specialties of individual communication practitioners (e.g.
branding, media relations, investor relations, public affairs, employee
communication) and crosses these specialist boundaries to harness the strategic
interests of the organization at large. Richard Edelman, CEO of Edelman, the
world’s largest independent PR agency, highlights the strategic role of corporate
communication as follows: ‘we used to be the tail on the dog, but now

5

communication is the organizing principle behind many business decisions’.2
The general idea is that the sustainability and success of a company depends on
how it is viewed by key stakeholders, and communication is a critical part of
building, maintaining and protecting such reputations.

A variety of concepts and terms is used in relation to corporate communication
and reflects these characteristics. Here, the chapter briefly introduces these
concepts but they will be discussed in more detail in the remainder of the book.
Table 1.1 lists the key concepts that readers will come across in this and other
books on corporate communication and that form the vocabulary of the
corporate communication practitioner. Table 1.1 briefly defines the concepts and
also shows how they relate to a specific organization — in this case, British
Airways.

Not all of these concepts are always used in corporate communication books.
Moreover, it may or may not be that mission, objectives, strategies, and so on,
are written down precisely and formally laid down within an organization. As
will be shown in Chapter 5, a mission or corporate identity, for instance, might
sometimes more sensibly be conceived as that which is implicit or can be
deduced about an organization from what it is doing and communicating.
However, as a general guideline, the following concepts are often used in
combination with one another.

Table 1.1



TABLE 11 Key concepts in corporate communication

Concept Definition Example: British Airways*

Mission Overriding purpose in ‘British Airways is aiming to set new industry
line with the values and standards in customer service and innovation,
expectations of stakeholders deliver the best financial performance and

evolve from being an airline to a world travel
business with the flexibility to stretch its brand
into new business areas’

Vision Desired future state: *To become the undisputed leader in world
the aspiration of the travel by ensuring that BA is the customer's
organization first choice through the delivery of an

unbeatable travel experience’

Corporate Statement of overall aimsin  'To be a good neighbour, concerned for the

objectives line with the overall purpose ity and the envir t’', ‘to provide

overall superior service and good value for
money in every market segment in which we
compete’, ‘to excel in anticipating and quickly
responding to customer needs and competitor
activity

Strategy The ways or means in which  ‘Continuing emphasis on consistent quality
the corporate objectives are  of customer service and the delivery to the
to be achieved and put into marketplace of value for money through
effect customer-oriented initiatives (online booking

service, strategic alliances) and to arrange

all the elements of our service so that they
collectively generate a particular experience ...
building trust with our shareholders, employees,
customers, neighbours and with our critics,
through commitment to good practice and
societal reporting’

Corporate The profile and values ‘The world's favourite airline’ (this corporate

identity communicated by an identity with its associated brand values of

Corporate image

Corporate
reputation

Stakeholder

Market

Communication

Integration

organization

The immediate set of
associations of an individual
in response to one or

more signals or messages
from or about a particular
organization at a single
point in time

An individual’s collective
representation of past
images of an organization
(induced through either
communication or past
experiences) established
over time

service, quality, innovation, cosmopolitanism
and Britishness is carried through in
positioning, design, livery and communications)

“Very recently | got a ticket booked to London,
and when reporting at the airport | was shown
the door by BA staff. | was flatly told that the
said flight in which | was to travel was already
full so my ticket was not valid and the airline
would try to arrange for a seat on some other
flight. You can just imagine how embarrassed
| felt at that moment of time. To make matters
worse, the concerned official of BA had not
even a single word of apology to say’ (customer
of BA)

‘Through the Executive Club programme,
British Airways has developed a reputation as
an innovator in developing direct relationships
with its customers and in tailoring its services
to enhance these relationships’ (lengstanding
supplier of BA)

N

Any group or i who
can affect or is affected

by the achievement of the
organization's objectives

A defined group for whom
a product is or may be in
demand (and for whom an
organization creates and
maintains products and
services)

The tactics and media that
are used to communicate with
internal and external groups

The act of coordinating

all communication so that
the corporate identity is
effectively and consistently
communicated to internal
and external groups

ploy s, investors and
shareholders, community, aviation business and
suppliers, government, trade unions, NGOs, and
society at large’

‘The market for British Airways flights consists
of passengers who search for a superior service
over and beyond the basic transportation
involved

‘Mewsletters, promotion packages, Facebook
site, consultation forums, advertising
campaigns, free publicity”

‘British Airways aims to communicate its

brand values of service, quality, innovation,
cosmopolitanism and Britishness through all its

I ications in a cc and effective

manner’

Note: *Extracted from British Airways annual reports and the web
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Note: Extracted from British Airways annual reports and the web

A mission is a general expression of the overriding purpose of the organization,
which, ideally, is in line with the values and expectations of major stakeholders
and concerned with the scope and boundaries of the organization. It is often
referred to with the simple question, “What business are we in?’. A vision is the
desired future state of the organization. It is an aspirational view of the general
direction that the organization wants to go in, as formulated by senior
management, and that requires the energies and commitment of members of the
organization. Objectives are the more precise (short-term) statements of direction
— in line with the formulated vision — which are to be achieved by strategic
initiatives or strategies. A strategy involves actions and communications that are
linked to objectives and are often specified in terms of specific organizational
functions (e.g. finance, operations, human resources). Operations strategies for
streamlining operations and human resource strategies for staff support and
development are common to every organization as well as, increasingly, full-
scale corporate communication strategies.

Key to having a corporate communication strategy is the notion of a corporate
identity: the basic profile that an organization wants to project to all its important
stakeholder groups and how it aims to be known by these various groups in
terms of its corporate image and reputation. To ensure that different
stakeholders indeed conceive of an organization in a favourable and broadly
consistent manner, and also in line with the projected corporate identity,
organizations need to go to great lengths to integrate all their communication,
from brochures and advertising campaigns to websites, in tone, themes, visuals
and logos.

The stakeholder concept takes centre stage within corporate communication
rather than considering the organizational environment simply in terms of
markets or the general public. Organizations are increasingly recognizing the
need for an ‘inclusive’ and ‘balanced’ stakeholder management approach that
involves actively communicating with all stakeholder groups on which the
organization depends, and not just shareholders or customers. Such awareness
stems from high-profile cases where undue attention to certain stakeholder
groups has led to crises for and severe damage to the organizations concerned.

All these concepts will be discussed in detail in the remainder of the book, but it
is worthwhile to emphasize already how some of them hang together. The



essence of what matters in Table 1.1 is that corporate communication is geared
towards establishing favourable corporate images and reputations with all of an
organization’s stakeholder groups, so that these groups act in a way that is
conducive to the success of the organization. In other words, because of
favourable images and reputations, customers and prospects will purchase
products and services, members of the community will appreciate the
organization in its environment, investors will grant financial resources, and so
on. It is the spectre of a damaged reputation — of having to make costly reversals
in policies or practices as a result of stakeholder pressure, or, worse, as a
consequence of self-inflicted wounds — that lies behind the urgency with which
integrated stakeholder management now needs to be treated. The recent case
example (1.1) of Verizon illustrates this importance of managing
communications with stakeholders in an integrated manner.

Case Example 1.1 Verizon: How (Not) to Communicate with
Stakeholders

In 2017, reports began surfacing on how Verizon, one of the largest internet service providers in the
USA, began throttling internet speeds for video streaming in a revamp of its unlimited data payment
plans for its customers. The throttling of internet speeds involves the intentional slowing down of
user downloads by an internet service provider to regulate traffic and reduce a user’s usage of
bandwidth that is supplied to the local network. In this instance, it soon became clear that Verizon
was throttling speeds to incentivize users to upgrade to a more expensively priced scheme, where
bandwidth is not throttled. Initially, Verizon’s throttling affected downloads on Netflix and YouTube.
However, in 2018 Verizon’s throttling also affected downloads and communications for essential
public and emergency services. Most dramatically, firefighters combatting the raging wildfires in
Northern California (specifically around Santa Clara, Mendocino and Paradise) found that they were
unable to communicate amongst each other because they had reached the threshold for Verizon to
begin throttling and Verizon then cut off most of their service.

Even after the firefighters petitioned the company and met a customer representative soon after the
incident, Verizon advised them to purchase a more robust plan or upgrade their current one. Once this
response from the company made the news, Verizon’s stance caused outrage amongst the government
and general public alike. The firefighters petitioned a second time and still Verizon decided to
continue throttling the service, affecting the firefighters’ operations and their ability to effectively
fight fires. In one e-mail, an exasperated firefighter said to his Verizon account manager, ‘Please
work with us; all we need is a plan that does not offer throttling or caps of any kind.” The account
manager staunchly replied what the going rate was: ‘It’s $99.99 for the first 20GB and $8/GB
thereafter. To get the plan changed immediately, I would suggest calling in the plan change to our
customer service team.’

It was only after the news about Verizon’s unresponsiveness came out and public backlash grew more

intence that Verizon <tanned itc thrattling tactice The camnanv’c carnarate cammimicatinn team then
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immediately released a statement claiming that this was primarily a customer service issue, citing the
company’s policy to immediately grant access to its service when first responders and emergency
services petition. This statement, however, raised questions in the public’s mind about why the
firefighters’ reasonable demands were not met, in line with its corporate policy. Furthermore, framing
the issue in this manner and by portraying its hard-nosed commercial edge, Verizon’s individual
customers were actively reflecting on the service they themselves were getting from Verizon. With
this initial crisis still lingering in the public’s mind, Verizon encountered further controversy in
September 2018 when unconfirmed news reports broke that victims of Hurricane Florence in North
Carolina were also experiencing throttling issues.

In an attempt to address the negative impact of these events on the company’s reputation, the
communication and marketing teams of Verizon released an advert expressing the company’s
dedication to supporting first responders and emergency aid. The advert was, however, poorly
received due to Verizon’s perceived mistreatment of the Santa Clara firefighters and the resulting
court case that was going on at the time and that was receiving a lot of public attention. Overall, these
public controversies highlight a major issue in Verizon’s corporate communication, with the company
being taken off guard and with its reputation being damaged because of its words and actions not
being consistent with one another.

Questions for reflection

What are the main reasons for why Verizon ended up in a reputational crisis and what could the
company have done to avoid the crisis? In your view, what broader lessons does the case imply for
corporate communication?

Source: Knutson, R. (2017) ‘Verizon to throttle video quality, revamp unlimited data plans’, Wall
Street Journal, 22 August; Stevens, M. (2018) ‘Verizon throttled California firefighters’ internet
speeds amid blaze (they were out of data)’, The New York Times, 23 August; Brodkin, J. (2018) ‘Fire
dept. rejects Verizon's “customer support mistake” excuse for throttling’, 22 August (retrieved from
https://arstechnica.com/tech-policy/2018/08/fire-dept-rejects-verizons-customer-support-mistake-
excuse-for-throttling, accessed 2 October 2019).

These concepts together also mark the difference between corporate
communication and other professional forms of communications within
organizations, including business communications and management
communications. Corporate communication focuses on the organization as a
whole and the important task of how an organization is presented to all of its key
stakeholders, both internal and external. Business communications and

management communications are more technical and applied® — focusing on
writing, presentational and other communication skills — and their focus is
largely restricted to interpersonal situations such as dyads and small groups
within the organization. Business communication, for its part, tends to focus
almost exclusively on skills, especially writing, and looks towards the individual
manager or professional, whilst corporate communication focuses on the entire

company and the entire function of management.”
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With its focus on the entire organization, and broader corporate interests, it is
perhaps not surprising that corporate communication is typically researched and
taught in a business school environment, although study programmes also exist
in schools of communication and journalism. What this signifies is that corporate
communication, as an area of study and practice, benefits from direct access to
research and ideas from areas such as strategy, management and organizational

theory.2 Many concepts and frameworks that are now commonplace, such as
stakeholder management or corporate reputation management, have in fact
sprung from this connection. The advantage, as confirmed by many
practitioners, is that this linkage invigorates corporate communication not only
with new ideas but also with concepts and principles that are business-relevant.
This does not mean, however, that corporate communication should exclusively
rely on business school knowledge. There is in fact much to be gained from
embedding a much greater understanding of subjects such as framing, rhetoric
and psychological processes of reputation formation into the discipline, with
most of those ideas and concepts stemming from fields such as communication
science, psychology and the broader humanities. Therefore, whilst the book
draws primarily on the existing knowledge base on corporate communication,
ideas and principles from these other fields will also be brought in where doing
so will benefit the practice of corporate communication.

1.3 Trends in Corporate Communication

To appreciate recent developments in corporate communication, it is useful to
take a look back at the period of the 1980s. That period saw a powerful
restructuring trend in many corporate organizations where every function in the
organization was assessed based on its accountability and contribution to the
organization. This led many organizations to restructure separate communication
disciplines such as media relations, advertising, sales promotions and product
publicity, and bring these together into more integrated departments or into
specific working practices. At the time, this proved productive in that it offered
direct organizational and managerial benefits. The consolidation of
communication disciplines into one or a few departments enabled organizations,
for example, to provide strategic direction to all of their communication with
different stakeholder groups and to derive guidance for communication efforts
from the strategic interests of the organization as a whole. Many organizations
also recognized that the previous fragmentation of communication in terms of
separate disciplines and the spreading out of communication responsibilities



across the organization had often proved counterproductive. Fragmentation, it
was realized, is likely to lead to a process of sub-optimization where each
department optimizes its own performance ‘instead of working for the

organization as a whole’.2 Many organizations therefore instead developed
procedures (e.g. communication guidelines, house-style manuals) and
implemented coordination mechanisms (e.g. council meetings, networking
platforms) to overcome this kind of fragmentation and coordinate their
communication on an organization-wide basis.

A further driver for integrating communication at the organizational level was
the realization that communication generally had to be used more strategically to
‘position’ the organization in the minds of important stakeholder groups. Since
the early 1990s and right up until the early 2000s, organizations became
primarily concerned with ideas such as ‘corporate identity’, ‘corporate
reputation’ and ‘corporate branding’, which emphasize the importance of this
positioning. This primary focus, as already mentioned, was also created by the
fact that it is a key outcome. A favourable reputational position in the minds of
stakeholders drives whether stakeholders want to transact with an organization
and effectively choose the organization over other, rival firms.

Perhaps the key downside of this view was that, at times, it reinforced an
assumption that the minds of stakeholders can, in a sense, be managed, and even
controlled. Models of reputation management, for example, often link corporate
messages to direct outcomes in terms of stakeholder awareness and attitude as
well as broader reputational change. In other words, the assumption is that
corporate communicators can strategically plan and design their messaging in
order to, in effect, ‘take up’ a reputational ‘position’ in the minds of
stakeholders. This obviously implies a somewhat linear model of communication
that assumes a relatively uncomplicated process of sending and receiving
messages, where any outcomes are already largely predetermined or given. This
assumption also effectively starts with the communicator’s intentions and their
skill in framing a message but it neglects stakeholders as active agents. Instead,
they are cast as a passive agent whose basic role is to respond (or not) to the

communicator’s message.l? In other words, it suggests a linear, or what is
sometimes labelled as a ‘conduit’, model of communication, as opposed to

seeing communication as a joint activity.11

This view, in its strong form, has, to some extent, been overtaken by current
events. Stakeholders have, in recent years, become much more active in voicing



their expectations towards organizations and, empowered by new media
technologies, have also started to expect more interactive and dialogue-based
forms of communication. This in turn has led to some in the industry
proclaiming that the old models of corporate communication are obsolete or
‘dead’, and that we are seeing a wholesale change towards interactive models of
communication. A recent business book, for example, proclaims the virtues of
interactive, conversational forms of corporate communication as, in effect,
replacing ‘the traditional one-way structure of corporate communication with a

dynamic process in which leaders talk with employees and not just to them’.12 It
is no doubt true that more interactive forms of communication are enabled by
new technologies and social media (in comparison to broadcast media), and such
forms of communication are also increasingly expected by stakeholders. But
proclaiming that there is a paradigm shift may be a rushed judgement, or it may
at least be too early to tell. Others in the industry have taken a more moderate
view in suggesting that what we are seeing is a gradual change, in that individual
stakeholders can now share experiences, opinions and ideas about organizations,
and organize for action, at scale. Again, new media technologies are the enabling
factor in this process. This situation offers challenges but also opportunities to
organizations in terms of word-of-mouth and peer-to-peer influence when
individuals self-organize and may become advocates for the organization. In
other words, whilst the mechanics in a sense might have changed, the overriding
principle is, to some extent, still the same — that is, when individuals hold an
organization in esteem, value its reputation and decide to buy from, work for,

invest in or otherwise decide in favour of that organization, they are more likely

to become genuine advocates and supporters.2
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Figure 1.1 Trends and developments in corporate communication

In this view, the current state of corporate communication is one of gradual
change, where there is change in terms of how organizations communicate with



stakeholders, but also continuity in that the old principles of strategic messaging
and reputation management still apply. Where the difference lies is in the
outright dismissal of the view that stakeholders can be managed and controlled
in their views — if there ever was such a thing. Another break with the
‘positioning” model lies in the principle that organizations need to ‘engage’
individual stakeholders through different platforms, in addition to addressing
broader audiences, publics or entire stakeholder groups. The focus with
‘engagement’ is not merely on shaping opinions or perceptions, but on the
organization being ‘transparent’ and acting in character in order to bring across
its distinctive identity and in a way that fosters individuals to become genuine
advocates and act in their favour. The implication for corporate communicators
is that they have an important organizational role to play in having the company
consistently ‘think like’ and ‘perform like’ its character, or overall identity. If
there are any outright discrepancies, or concerns about the organization not
being true to its values, or not acting in character, this is picked up by the media
and individual stakeholders, who will quickly organize for action and point out
the lack of ‘authenticity’.

Figure 1.1 displays these changes and sets them in a historical context.
Communication was, up until the 1970s, largely used in a tactical support role
for other functions such as finance and marketing in the organization, where its
role was to announce corporate decisions, publicize corporate events or promote
products and services. The 1980s, as mentioned, saw a real shift in that
communication became used in a more strategic sense to realize the
organization’s objectives and to build reputational capital with stakeholders
upon whom the organization depends for its continued success and survival. The
‘positioning’ paradigm that emerged at that time is, however, gradually evolving
into a new era of ‘stakeholder engagement’” which brings with it new points of
emphasis around interactivity, authenticity, transparency and advocacy. One of
the best cases to demonstrate the overall change in corporate communication that
we are witnessing in recent years is Apple Inc. (Case Study 1.1).

Case Study 1.1 Apple Inc: Acting in Character

The story of Apple and its phenomenal success since the early 2000s is intertwined with the visionary
ability, determination and marketing acumen of one its co-founders, Steve Jobs. Jobs instilled a
culture in the company that reflected Jobs’ own entrepreneurial values. He fostered individuality and
excellence, and combined this with a focus on perfectionism and accountability. This combination of
entrepreneurial values and the workplace that it created was perhaps not for everyone, but it created a



particular ethos in Apple that has spawned such great, innovative products as the iPhone, the iPad and
the iPod. One particularly strong asset of the company, particularly during Jobs’ tenure, was its
ability to come up with innovations that, in effect, created entirely new markets and cemented
Apple’s reputational position as operating at the cutting edge of innovations in consumer technology.

The development of the iPod perhaps best illustrates the entrepreneurial character that Jobs cultivated
and that the company is now broadly known and appreciated for by its customers. In January 2001,
Jobs unveiled iTunes, in a two-pronged response to the changing business model of the music
industry and to meet the demand for Apple users to integrate their video and music devices as part of
a single digital hub at work or at home. The rationale for the iPod, as a portable music player, pretty
much grew out of the development of iTunes, the connection being that storing your music would
naturally lead Apple to develop a playing device. But it also came about because of Jobs’ fanatical
love of music. This fanaticism suggested to Jobs that he needed to develop a portable music player, so
that you could take your personal music collection with you wherever you went.

One would have thought that this path would pit the iPod directly against MP3 players. But Jobs
judged that the music players that were already on the market ‘truly sucked’. In a crucial internal
meeting within the company in April 2001, Jobs also waved away the threat of other players in the
market. ‘Don’t worry about Sony’, he said, “We know what we’re doing, and they don’t’. At that
meeting, Jobs and his colleagues instead focused on the design and functionality of the iPod device,
trying to think of how they could do something different from, and better than, their competitors. One
outcome of this thought process was the famous trackwheel on the original iPod, which allows users
to scroll through a collection of songs as opposed to repeatedly having to press the same button. And,
as Jobs’ biographer suggests, the ‘most Zen of all simplicities was Jobs’ decree, which astonished his
colleagues, that the iPod would not have an on-off switch’.

Besides its design, the other element that determined the iPod’s success was Jobs’ rhetorical skill in
framing the device as something completely ‘new’ that defied the logic of existing market categories,
and essentially as a must-have product for customers. He positioned the iPod in such a way that, even
if the device was similar in some respects to the MP3 player, it was considered by technology critics
and customers alike as unique and starkly different from (and thus allegedly superior to) competing
products. The subsequent launch of the iPhone and the iPad by Apple followed the same script and
helped reinforce the claimed position of Apple’s ‘cool’ superiority over its competitors, which is a
remarkable feat given that, previous to its launch, the company did not have a track record to speak of
in mobile communications or handheld devices. Other technology companies have since tried to
follow the same communication principles and grand rhetoric — most notably Microsoft, in claiming
at the launch of Xbox One that it ‘changes everything’ — in positioning their technological products
and firms, but in many cases with much less success. A key issue for Apple, however, is that the new
CEO, Tim Cook, is a far less skilled communicator than Jobs and he may not embody Apple’s
corporate image the way Jobs, the quintessential entrepreneur and an obsessed perfectionist, did.

Its phenomenal success in recent years also means that Apple has been struggling to uphold its image
of being the entrepreneurial outsider, who rails against the established powers in the industry. In
many ways, the company is itself an industry giant and stakeholders increasingly expect the company
to behave that way. Where Apple has often been secretive and not very open about many of its
operations — a trait stemming from Jobs’ focus on developing great new products in secret which then
surprise everyone and break new ground — this level of openness and transparency is increasingly
expected of Apple as a large corporate firm and as a ‘corporate citizen’ with social and environmental
responsibilities. In 2011, for example, the company was accused by environmental groups in China of
environmental pollution in its supply chain operations. The company has also now — post the Steve



Jobs era — started to disclose information on the environmental performance of its products,
something which customers had been requesting for ages. The risk that the company faces is that a
continuing lack of transparency and engagement with customers and, indeed, other stakeholders in a
number of areas may come to cost the company dearly.

An example of this involves the tax returns of the company and the lack of transparency over its
financial affairs. In May 2013, US senators questioned the CEO, Tim Cook, over this issue and
described a ‘highly questionable’ web of offshore entities that Apple uses to claim ‘non-resident’
status in the USA, and indeed elsewhere, which, in effect, exempts the company from paying its fair
share of corporation tax. Another more recent case, in 2016, involves the public fight between Apple
and the FBI. The FBI had asked Apple, through a court order, to assist in retrieving information from
an iPhone that was used by one of the alleged terrorists in the San Bernardino shootings. In this
instance, Apple realized that, rather than letting the conversation about the issue be controlled by
others, it has proactively entered the fray. CEO Tim Cook wrote an open letter to customers,
explaining why the case has wider repercussions for the safety and security of storing private
information on iPhones. In the letter, Cook explains in detail the company’s stance to its customers.
He also made the case in a video and in an interview on national TV in the USA.

In this particular case, Apple has the difficult challenge of explaining its pro-privacy stance in the
balance between privacy and national security without appearing uncooperative with law enforcement
or unsympathetic to the San Bernardino victims and their families. However, by employing Tim
Cook as its spokesperson and through using open, transparent communication that educates its
customers and the general public about why it is unwilling to do what the FBI asks, the company is
actively trying to manage and protect its reputation.

Questions for Reflection

Discuss the communication challenges for Apple: will the company be able to ride out the recent
storm of criticism and requests for more transparency on the back of its strong reputational
position, or do you think it now needs to engage more systematically with its stakeholders on
various issues and talking points?

Source: Cornelissen, J.P. (2013) ‘Portrait of an entrepreneur: Vincent van Gogh, Steve Jobs and the
entrepreneurial imagination’, Academy of Management Review, 38 (4): 700-9; Gardise, J. (2013)
‘Tim Cook defends Apple’s use of tax loopholes’, The Guardian, 29 May; and Vanian, J. (2016)
‘Cracked Apple iPhone by FBI puts spotlight on Apple security’, Fortune, 28 March.



1.4 Chapter Summary

All organizations, of all sizes and operating in different sectors and societies,
must find ways to successfully establish and nurture relationships with the
stakeholders on which they are economically and socially dependent. The
management function that has emerged to deal with this task is corporate
communication, and this chapter has made a start by outlining its importance and
key characteristics. The next chapter describes in more detail how and why
corporate communication historically emerged and how it has grown into the
management function that it is today in many organizations.

Discussion Questions

Pick a company with which you are familiar or that you may have worked for in the past. Describe
the company’s corporate communication in terms of its reputation management and stakeholder
engagement.

In your experience, how good is this company at communicating and engaging with its stakeholders?
And how does the company compare on this with its direct competitors?
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Corporate Communication in
Contemporary Organizations

Chapter Overview

This chapter describes the development of the professional discipline of communication within
organizations and the emergence of corporate communication. It starts with a brief discussion of
the development of marketing communication and public relations, and moves on to explain
why organizations have increasingly drawn these two disciplines together under the umbrella of
corporate communication. The chapter concludes by discussing the ways in which contemporary
organizations organize communication activities in order to strategically plan and coordinate the
release of content and messages to different stakeholder groups.

2.1 Introduction

This chapter is about the changing definition, scope and organization of the
professional discipline of communication in organizations, and about the societal
and market dynamics that have shaped the evolution of this communication. A
brief sketch will be provided of the development of the two main individual
communication disciplines in each organization: marketing and public relations.
The chapter will describe the development of both disciplines and will then
move on to discuss why organizations have increasingly started to see these
disciplines not in isolation but as part of an integrated effort to communicate
with stakeholders. This integrated effort is directed and coordinated by the
management function of corporate communication. As a result of this
development, managers in most corporate organizations have realized that the
most effective way of organizing communication consists in ‘integrating’ most,
if not all, of an organization’s communication disciplines and related activities
such as media relations, issues management, advertising and direct marketing.
The basic idea is that whereas communication had previously been organized
and managed in a rather fragmented manner, a more effective organizational
form is one that integrates or coordinates the work of various communication
practitioners. At the same time, when communication practitioners are pulled
together, the communication function as a whole is more likely to have an input
into strategic decision-making at the highest corporate level of an organization.
By the end of the chapter, the reader will have an overview of the historical



development of corporate communication, of its strategic role and of the various
ways in which communication is organized across organizations.

2.2 Integrated Communication

Both marketing and public relations emerged as separate ‘external’
communication disciplines in the twentieth century when organizations realized
that in order to prosper they needed to concern themselves with issues of public
concern (i.e. public relations) as well as with ways of effectively bringing
products to market (i.e. marketing). Since those early days, both the marketing
and public relations disciplines have gone through considerable professional
development, yet largely in their own separate ways. Since the 1980s, however,
organizations have increasingly started to bring these two disciplines together
again under the umbrella of a new management function that we now know as
corporate communication. This trend towards ‘integrating’ marketing and public
relations was noted by many in the field, including Philip Kotler, one of the most
influential marketing figures of modern times. Kotler commented in the early
1990s that ‘there is a genuine need to develop a new paradigm in which these
two subcultures [marketing and public relations] work most effectively in the

best interest of the organization and the publics it serves’.

In 1978, Kotler, together with William Mindak, highlighted the different ways of
looking at the relationship between marketing and public relations. In their
article, they had emphasized that the view of marketing and public relations as
distinct disciplines had characterized much of the twentieth century, but they
predicted that a view of an integrated paradigm would dominate the 1980s and
beyond as ‘new patterns of operation and interrelation can be expected to appear
in these functions’.2 Figure 2.1 outlines the different models that Kotler and
Mindak described to characterize the relationship between marketing and public
relations, including the integrated paradigm (model (e)) where marketing and
public relations have merged into a single external communication function.

Until the 1980s, marketing and public relations were considered as rather distinct
in their objectives and activities, with each discipline going through its own

trajectory of professional development.2 Central to this traditional view (model
(a) in Figure 2.1) was the simple point that marketing deals with markets, whilst
public relations deals with all the publics (excluding customers and consumers)
of an organization. Markets, from this perspective, are created by the



identification of a segment of the population for which a product or service is or
could be in demand, and involves product or service-related communication.
Publics, on the other hand, are seen as actively creating and mobilizing
themselves whenever companies make decisions that affect a group of people
adversely. These publics are also seen to concern themselves with more general
news related to the entire organization, rather than specific product-related
information. Kotler and Mindak articulated this traditional position (model (a))
by saying that ‘marketing exists to sense, serve, and satisfy customer needs at a
profit’, whilst ‘public relations exists to produce goodwill with the company’s
various publics so that these publics do not interfere in the firm’s profit-making

ability’ 4
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Figure 2.1 Models for the relationship between marketing and public relations
Source: Reprinted with permission from Journal of Marketing, published by the American Marketing
Association, Kotler, P. and Mindak, W., 1978, 42 (10): 13-20.

Over time, however, cracks appeared in this view of marketing and public
relations as two disciplines that are completely distinct in their objectives and
tactics. Rather than seeing them as separate, it was recognized that marketing
and public relations actually shared some common ground (model (b) in Figure
2.1). Already in the 1980s, for instance, concern over the rising costs and
decreasing impact of mass media advertising encouraged many companies to
examine different means of promoting customer loyalty and of building brand
awareness to increase sales. Companies started to make greater use of
‘marketing public relations’: the publicizing of news and events related to the
launch and promotion of products or services. ‘Marketing public relations’
(MPR) involves the use of public relations techniques for marketing purposes
which was found to be a cost-effective tool for generating awareness and brand
favourability and to imbue communication about the organization’s brands with
credibility.2 Companies such as Starbucks and The Body Shop have consistently
used public relations techniques such as free publicity, features in general
interest magazines and grassroots campaigning to attract attention and to



establish a brand experience that is backed up by each of the Starbucks and The
Body Shop stores.

In the 2010s, the emergence of ‘branded content’ drove a further wedge between
marketing and public relations. The generation of ‘content’ for a corporation or a
brand in the form of a press release, an opinion article, a keynote or a video has
always been a part of public relations. The rise of social media and the desire to
feed all those channels with marketing content, have, however, also made
content generation a clear marketing prerogative. ‘Branded content’ is, in effect,
a bit of both; it involves the generation of content on an online marketed
platform that features both product-related content as well as general interest
content that speaks favourably to the corporation or brand in question. An
example is the LEGO YouTube channel which involves content that features
Lego products but is, first and foremost, focused on engaging children in play
and building, rather than simply advertising its products in a direct manner to
their parents. Fun videos, webisodes and movie tie-ins appear on the channel.
The videos offer tips and tricks for building with LEGO, informing and
educating children on play as well as keeping them engaged with the product.
Because of the quality of the content, the channel receives more than 1 billion
visits every month. Another example of branded content is L.’Oréal’s ownership
of the popular website makeup.com (Case Example 2.1).

Case Example 2.1 Makeup.Com: An Online Platform for
Branded Content from L.’Oréal

The popular website makeup.com provides visitors with features and videos that provide beauty tips,
make-up tricks and advertised products. The site sources content from an editorial staff and a network
of vloggers. YouTube vloggers share the branded content on their own channel, resulting in an even
broader reach for the site’s content. But the website also has a sizeable fan base of its own, with, for
example, 781,000 fans on Facebook. With almost daily updates, the site caters for an engaged and
captive audience of women who are interested in finding educational and fun content that is useful to
them. Features involve spotlighting particular beauty products or interviews with beauty experts and
industry insiders giving tips on beauty treatments and their favourite products.

L’Oréal realized that many potential consumers nowadays rely on social media influencers and
mobile apps to make their purchase decisions. The company recognized the real potential of a
platform for branded content that does more than simply push or promote its products. The website is
accordingly designed to offer targeted and interactive content that can be matched to the interests of
the visitor, complementing L’Oréal’s more generic and one-way inspirational adverts. It is in fact not
immediately obvious to visitors that the website is run by L’Oréal; visitors often only realize the
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listed. But in this way, the website, as a non-explicitly branded content hub, gives L.’Oreal the
opportunity to show its products in videos and blogs without making it appear to be an overt
advertisement.

Question for reflection

What role do you think the makeup.com website plays in promoting L’Oréal products and in
influencing the purchase decisions of potential consumers?

‘Marketing public relations’ (MPR) and ‘branded content’ use public relations
techniques but are directly or indirectly focused on the marketing of a
company’s products and services. As such, these forms of communication are
distinct from ‘corporate’ activities within public relations. These corporate
activities, which are sometimes labelled ‘corporate public relations’ (CPR),
involve communication with investors, communities, employees, the media and
government. Figure 2.2 displays a number of core activities of both the public
relations and marketing disciplines, and outlines a set of activities (including

specific tools and techniques) that are shared, indicating the overlap between the

two functions.®



Marketing communications

Public relations

Marketing

Advertising

Key:

A = corporate advertising (advertising by a firm where the company, rather than its products or
services, is emphasized).

B = direct marketing (direct communication via post, tlelephone, online or e-mail 1o customers and
prospects) and sales promotions (lactics 1o engage the customer including discounting, coupons,
guarantees, free gifts, competitions, vouchers, demonstrations and bonus commission).

C = distribution and logistics, pricing and development of products.

D =‘corporate’ public relations (public relations activities towards "corporate’ stakeholders, which
excludes customers and prospects in a market); includes issues management, community relations,
investor relations, media relations, internal communication and public affairs.

E =‘marketing’ public relations and ‘branded content’ (the use of what are traditionally seen as public
relations tools for marketing purposes); includes product publicity and sponsorship.

F = mass media adverlising (advertising aimed at increasing awareness, favour or sales of a
company's products or services).

Figure 2.2 Marketing and public relations activities and their overlap

Starting on the left of the figure, marketing of course involves a range of
activities such as distribution, logistics, pricing and new product development
(area ‘C’ in Figure 2.2) besides marketing communications. Marketing
communications, in the middle of the figure, involve corporate advertising (‘A’)
and mass media advertising (‘F’), direct marketing and sales promotions (‘B’),
and product publicity and sponsorship (‘E’). Two of these activities — corporate
advertising (‘A’) and marketing public relations (product publicity and
sponsorship) and branded content (‘E’) — overlap with public relations.
Corporate advertising involves the use of radio, TV, cinema, poster or internet
advertising to create or maintain a favourable image of the company and its
management. Although it is a form of advertising, it deals with the ‘corporate’
image of the company and is as such distinct from mass media advertising (‘F’),
which is focused on the company’s products or services to increase awareness or
sales. Product publicity and sponsorship, as part of marketing public relations,



involve activities that aim to promote and market the company’s products and
services. Both sets of activities draw on techniques and expertise from public
relations. Publicity in particular is often achieved through coverage in the news
media. Sponsorship of a cause or an event may also serve both marketing and
corporate objectives. It can be tied into promotional programmes around
products and services but can also be used to improve the company’s image as a
whole. In addition, branded content, as mentioned, involves the use of traditional
public relations techniques (e.g. editorials, features, informational videos) for
marketing purposes such as brand image management and the showcasing of
products.

Besides the direct sharing of activities such as branded content and sponsorship,
there are also a number of ways in which marketing and public relations
activities can complement one another. For example, there is evidence that a
company’s image, created through public relations programmes, can positively
reflect on its product brands, thereby increasing the awareness of the product
brand as well as enhancing consumers’ favourable impression of the brand.
Another complementary relationship that exists is the guardian role of public
relations as a ‘watchdog’ or ‘corrective’ for marketing in bringing other
viewpoints and the expectations of other stakeholders besides customers to bear
on strategic decision-making.

This overlap and complementarity between marketing and public relations
suggested to organizations that it is useful to align both disciplines more closely
or at least manage them in a more integrated manner. Not surprisingly, a lot of
discussion and debate during the 1990s and 2000s took place on the importance
of ‘integration’ and what such integration should look like within organizations.
Back in 1978, Kotler and Mindak articulated three models of integration (models
(c), (d) and (e) in Figure 2.1). Each of these models articulates a different view
of the most effective form of integration.

Model (c) involves a view of marketing as the dominant function which
subsumes public relations. In this model, ‘public relations’ essentially becomes
part of a wider marketing function for satisfying customers. An example of this
perspective involves the notion of integrated marketing communications (IMC),
which is defined as a concept of marketing communication planning that
recognizes the ‘added value’ of a comprehensive plan that evaluates the strategic
role of a variety of disciplines (advertising, direct marketing, sales promotions
and public relations) and combines these disciplines to provide clarity,



consistency and maximum communication impact.Z

Within IMC, public relations is reduced to activities of product publicity and
sponsorship, ignoring its wider remit in communicating to employees, investors,
communities, the media and government.

Model (d) suggests the alternative view that ‘marketing should be put under

public relations to make sure that the goodwill of all key publics is maintained’.8
In this model, marketing’s role of satisfying customers is seen as only part of a
wider public relations effort to satisfy the multiple publics and stakeholders of an
organization. An example of this perspective involves the notion of ‘strategic
public relations’ which assumes that all ‘communication programmes should be
integrated or coordinated by a public relations department’, including ‘integrated
marketing communication, advertising and marketing public relations’ which

should ‘be coordinated through the broader public relations function’.2

Model (e), finally, favours a view of marketing and public relations as merged
into one and the same ‘external communication’ function. In the view of Kotler
and Mindak, ‘the two functions might be easily merged under a Vice President
of Marketing and Public Relations’ who °‘is in charge of planning and managing

the external affairs of the company’.1 Despite Kotler and Mindak’s preference
for this model, it is not a form of integration that is that common within
organizations. Instead of merging the two disciplines into one and the same
department, organizations often still want to keep them separate but then actively
coordinate public relations and marketing communication programmes. In other
words, most organizations appear to practise model (b) to coordinate marketing
communications and public relations, although there is some emerging evidence

of a number of organizations that are starting to embrace model (e).11

2.3 Drivers for Integrated Communication

In short, in most organizations the marketing and public relations disciplines are
still not merged or reduced within those organizations to one and the same
function. This may not be feasible in practice given the important differences in
activities and audiences addressed by each (see Figure 2.1). However, both
disciplines, whilst existing separately, are balanced against each other and
managed together from within the overarching management framework of
corporate communication. This management framework suggests a holistic way



of viewing and practising communication management that cuts across the
marketing and public relations disciplines (and activities such as advertising and
media relations within them). According to Anders Gronstedt, a communication
consultant, corporate communication ‘inserts the various communication
disciplines into a holistic perspective, drawing from the concepts,

methodologies, crafts, experiences, and artistries of marketing communication

and public relations’.12

The importance of integrating marketing communications and public relations in
this way has resulted from a variety of factors, or ‘drivers’ as these can be more
aptly called. Generally, these ‘drivers’ can be grouped into three main
categories: those drivers that are market- and environment-based; those that arise
from the communication mix and communication technologies; and those that
are driven by opportunities, changes and needs from within the organization
itself. All these drivers are set out in Table 2.1.

Table 2.1

TABLE 2.1 Drivers for integration

Market- and environment-based drivers

Stakeholder roles overlap
Internal communication is inseparable from external communication

Demands for greater transparency

Communication-based drivers

Greater amounts of message clutter
Increased message effectiveness through consistency and reinforcement of core messages
Complementarity of media and media cost inflation

Media multiplication requires control of communication channels

Organizational drivers

Improved efficiency
Increased accountability
Provision of strateqgic direction and purpose through consolidation

Commaonalities and overlap between communication disciplines

Market- and environment-based drivers

The environment in which organizations operate has changed considerably over



the past two decades. The demands of different stakeholders such as customers,
investors, employees and activist groups have forced organizations to put
considerable effort into integrating all their marketing and public relations
efforts. This integration is also important when one considers the multiple
stakeholder roles that any one individual may have, and the potential pitfalls that
may occur when conflicting messages are sent out. Individuals may be
employees of an organization, but also, at the same time, its customers or
members of the local community in which the organization resides. As a result,
internal communication to employees cannot be divorced from external
communication, and vice versa. New technologies have also erased the dividing
line between internal and external communication; smartphone and BlackBerry-
wielding workers, for example, can broadcast corporate information in real time,
with much corporate news nowadays coming from Twitter feeds. Organizations
are also facing increased demands for transparency about their operations. In
their efforts to respond to these social expectations and to present themselves as
coherent, reliable and trustworthy institutions with nothing to hide, organizations
across industries and sectors increasingly embrace measures of integration.
Organizations often adapt to the growing demand for information and
stakeholder insight through policies of consistency, that is, by formalizing all
communications and pursuing uniformity in everything they say and do.

Communication-based drivers

In today’s environment, it is also much more difficult for an organization to be
heard and to stand out from its rivals. Media and communication experts have
estimated that, on average, a person is hit by 13,000 commercial messages
(including being exposed to company logos) a day. Integrated communication
strategies are more likely to break through this communication clutter and make
the company name or product brand heard and remembered than ill-coordinated
attempts would. Through consistent messages, an organization is more likely to
be known and remembered by key stakeholder groups. Organizations have
therefore increasingly put considerable effort into managing their corporate
image by rigorously aligning and controlling all communication campaigns and
all other contact points with stakeholders.

Organizations also realized that messages in various media can complement one
another, leading to a greater communication impact than any one single message
can achieve. Because of the increasing costs of traditional mass media



advertising and the opportunities afforded by the internet and social media, many
organizations have therefore re-examined their media presence and how to
control it. As a result of these two developments, organizations now tend to look
at media in a much broader sense (see Chapter 3) and across the disciplines of
marketing and public relations. Organizations have also become more creative in
looking beyond corporate and product advertising to other media to

communicate with stakeholders.!2 Many organizations today, for example, use a
whole range of online media including corporate blogs, websites, banners and
sponsored online communities (see Chapter 3).

Organizational drivers

One of the main organizational drivers for integration has been the need to
become more efficient. By using management time more productively and by
driving down the cost base (for example, as research and communication
materials are more widely shared and used for more than one communication
campaign), organizations have been able to substantially improve the
productivity of their communications.

There is, in other words, an economic rationale behind bringing activities and
disciplines together into consolidated departments. It is relatively expensive to
have stand-alone units for different communication disciplines, as it raises the
costs of coordinating tasks and responsibilities. In contrast, when disciplines are
taken together into one or a few departments, it may not only enhance the
functional expertise and skills base of communication professionals within those
departments, but it may also ease coordination and minimize the necessity and
cost associated with cross-department or cross-unit interaction. Greater
integration, in other words, increases the accountability of the communication
function in many organizations. An added organizational benefit is that with
easier coordination across communication practitioners and disciplines,
organizations were better able to provide strategic direction to all of their
communication with different stakeholder groups and to guide communication
efforts from the strategic interests of the organization as a whole.

A further driver for integration at the organizational level was the increasing
realization that various communication disciplines, regardless of their internal or
external focus, shared many commonalities in expertise and tools, and also
overlapped to a large extent. Often, PR, marketing and internal communication



professionals share similar goals, skills or tasks, or indeed are actively
dependent on each other to realize their own objectives. As such, it made sense
to organize these professionals in ways that bring together their joint expertise
and harness the ability to channel their efforts into building strong reputations
with stakeholders. The new digital age has even further eroded whatever
boundaries one may have thought existed between these disciplines, with online
PR tools serving marketing objectives and messages meant for an internal
audience often quickly finding their way to external audiences.

2.4 The Organization of Corporate Communication

This chapter began with a description of the historical context of communication
in organizations and reviewed different perspectives on the relationship between
two main disciplines of communication: marketing and public relations. These
different perspectives on the relationship between marketing and public relations
each present different views of how communication in organizations is managed
and organized. The historical developments which led to a view of these two
disciplines first as distinct then as complementary, and finally to a view that sees
them as integrated, provide a stepping stone for understanding the emergence of
corporate communication. Corporate communication is a management
framework to guide and coordinate marketing communication and public
relations. Figure 2.3 displays this integrated framework of corporate
communication.

[ Corporate communication ]

Public Issues Investor Media Advertisin Direct Sales
affairs management relations refations g marketing promotions
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Intamal Community Publicity
communication refations sponsorship

Figure 2.3 Corporate communication as an integrated framework for managing
communication

Within this framework, coordination and decision-making take place between
practitioners from various public relations and marketing communication
disciplines. The public relations disciplines are displayed towards the left in



Figure 2.3, whereas marketing communication disciplines are aligned towards
the right. Whilst each of these disciplines may be used separately and on their
own for public relations or marketing purposes, organizations increasingly view
and manage them together from a holistic organizational or corporate
perspective with the company’s reputation in mind. Many organizations have
therefore promoted corporate communication practitioners to higher positions in
the organization’s hierarchical structure. In a growing number of organizations,
senior communication practitioners are even members of their organization’s
management team (or support this management team in a direct reporting or
advisory capacity). These higher positions in the organization’s hierarchy enable
corporate communication practitioners to coordinate communication from a
strategic level in the organization in order to build, maintain and protect the
company’s reputation with its stakeholders.

Many organizations have also started to bring the range of communication
disciplines together into a single department so that the knowledge and skills of
practitioners are shared and corporate communication is seen as an autonomous
and significant function within the organization. Some communication
disciplines might still be organized as separate units or devolved to other
functional areas (e.g. finance, human resources), but the general idea here is to
consolidate most communication disciplines into a single department so that
communication can be strategically managed from a central corporate
perspective. Figure 2.4 illustrates this greater consolidation of communication
disciplines in Siemens, one of the world’s largest electrical engineering and
electronics companies. The figure highlights the different disciplines within the
central corporate communication department, including media relations,
corporate responsibility and employee communication. In addition, there are
specific project teams for mergers and acquisitions (M&A) and crises,
incorporating staff from these different areas within corporate communication.
Interestingly, Siemens has organized market communications as part of the
wider corporate communication function rather than as a separate department.
The explanation for this may be that Siemens is mainly a business-to-business
organization and does not market itself to end-consumers or end-users of its
technology.

Larger organizations, such as multi-divisional companies and multinational
corporations, often locate the corporate communication department at a high
level, vertically, within the organization. The vertical structure refers to the way
in which tasks and activities (and the disciplines that they represent) are divided



and arranged into departments (defined as the departmental arrangement) and
located in the hierarchy of authority within an organization. The solid vertical
lines that connect the boxes on an organization chart depict this vertical structure
and the authority relationships involved (see Figure 2.4). Within such vertical
lines, the occupant of the higher position has the authority to direct and control
the activities of the occupant of the lower position. A major role of the vertical
lines of authority on the organization chart is thus to depict the way in which the
work and output of specialized departments or units are coordinated vertically,
that is by authority in reporting relationships. The location of the communication
department close to senior management also means that staff of this department
directly report to the CEO and executive team. Most multi-divisional and
multinational corporations have a communication department linked to the CEO
and executive team in an advisory capacity. In practice, this typically means that
the communication department is a staff function at corporate headquarters from
where it can advise the senior decision-making team, and that the most senior
communication practitioner has a direct reporting or advisory relationship to the
CEO or even a seat on the executive board or senior management team.
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Figure 2.4 The organization of corporate communication within Siemens

The vertical structure divides each organization’s primary tasks into smaller
tasks and activities, with each box on an organization chart representing a
position assigned to undertake a unique, detailed portion of the organization’s
overall mission. Such vertical specialization, and the spreading out of tasks over
different departments, however, requires some coordination or integration of
work processes. This coordination or integration is achieved through so-called



horizontal structures, which ensures that tasks and activities, whilst spread out
over departments, are combined into the basic functions (e.g. managing
employees, communicating internally and externally) that need to be fulfilled
within the organization. Working across departments allows communication
practitioners to coordinate their work with the human resources, finance, legal
and marketing departments, as the main other functions with which corporate
communication usually collaborates. For example, corporate communication
practitioners often have a direct line into the human resources department, so as
to ensure that employee communication supports the company’s overall HRM
policy and its mechanisms of attracting and retaining staff.

In the area of marketing and communication, horizontal structures are
furthermore important as these enable companies to respond fast to emergent
issues (often labelled as ‘agile’), provide control and ensure that consistent
messages are being sent out through all the various corporate and marketing
communication channels. A final point stressing the importance of horizontal
structures is that these may offset the potential disadvantages (functional silos,
compartmentalization and ‘turf wars’) of the vertical structure and allow for
cross-functional teamwork and flexibility. Horizontal structures can take various
forms, including multi-disciplinary task or project teams, standardized work
processes and council meetings, and these are not normally displayed on an
organization chart.

Multi-functional teams are an important mechanism in the coordination and
integration of work of different communication disciplines. Teams can be further
distinguished in terms of the natural work team, permanent teams that work
together on an ongoing basis (e.g. a cross-company investor relations team) and
the taskforce team, created on an ad hoc basis for specific projects (e.g. around a
crisis or a corporate restructuring). Many organizations are nowadays
experimenting with ‘agile’ teams (inspired by companies such as Spotify) where
communication professionals and professionals from other functions are flexibly
grouped and regrouped into natural work teams tasked with solving a specific
strategic or operational problem, or with developing or improving a product or

service.4 Besides such natural work teams, taskforce teams are assembled
within corporate communication when an issue or crisis emerges in the
company’s environment (Chapter 11) and an adequate response needs to be
formulated and communicated to key stakeholders.
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aiscipiines ana aepartuments 1n visual and stanaaradized Tormats, sucn as riow
charts, process maps and checklists. Such process documentation creates a
shared understanding amongst all communication practitioners about the
processes of integration. It institutionalizes processes of integration, thus making
the organization less dependent on certain individuals, facilitates continuous
improvements of the processes of integration, enables communication
practitioners to benchmark their processes against other companies and creates
opportunities for cycle-time reduction.

In addition to documented work processes that are explicit and formal,
integration also occurs through more informal channels. Much of the interaction
amongst communication practitioners in fact takes place informally, in the e-
mail system, over the phone and in the hallways. Companies can facilitate such
informal communications by placing communication professionals physically
close to one another (in the same building), by reducing symbolic differences
such as separate car parks and cafeterias, by establishing an infrastructure of e-
mail, video conferences and other electronic communication channels, and by
establishing open access to senior management. In large organizations, it is also
important that communication practitioners from different disciplines (e.g.
marketing communications, internal communications) frequently meet at internal
conferences and meetings, where they can get to know one another, network and
share ideas.

Council meetings are another horizontal structure often used in multinational

corporations.12 A council meeting usually consists of representatives of different
communication disciplines (e.g. media relations, employee communication,
marketing communications), who meet to discuss the strategic issues concerning
communication and to review their past performance. Typically, ideas for
improved coordination between communication disciplines bubble up at such
council meetings, and the council appoints a subcommittee or team to carry them
out. Generally, communication councils support coordination by providing
opportunities for communicators worldwide to develop personal relationships, to
coordinate communication projects, to share best practices, to learn from each
other’s mistakes, to learn about the company, to provide professional training, to
improve the status of communication in the company and to make
communication professionals more committed to the organization as a whole.
For all of this to happen, it is important that council meetings remain
constructive and participative in their approach to the coordination of
communication (instead of becoming a control forum or review board that



strictly evaluates communication campaigns), so that communication
professionals can learn about, debate and eventually decide on the strategic long-
term view for communication that is in the interest of the organization as a
whole.

A final mechanism for horizontally integrating the work processes of
communication practitioners involves the use of communication guidelines.
Such guidelines may range from agreed-on work procedures (whom to contact,
formatting of messages, etc.) to more general design regulations on how to apply
logo types and which colours to use. Many organizations have a ‘house style’
book that includes such design regulations, but also specifies the core values of
the corporate identity. For example, most multinational corporations have a
‘global brand book’ that distils the corporation’s identity in a number of core
values that communication practitioners are expected to adhere to and
incorporate in all of their messages to stakeholders. Most of these corporations
also convene workshops with communication practitioners across their
organization to familiarize practitioners with the company’s identity and the
brand book.

A point that is worth mentioning on the subject of organizing communication is
that in multinational corporations it is not always easy for practitioners to work
across time zones, cultures and languages. Practitioners within the local setting
of a business may not be in compatible time zones with practitioners located at
the staff department in the corporate headquarters. Cultures and languages may
also be different, affecting the ease with which coordination between
practitioners at the corporate centre and different businesses takes place. Many
multinational corporations have also increasingly adopted language policies
across the corporation, typically using English as the common business

language.1® Whilst the rationale for such a common language is clear, it may
create further difficulties for non-native communication practitioners to liaise
with, and make themselves understood to, others internally. The reality of the
multilingual environment of the multinational corporation offers yet further
communication challenges to non-native communication practitioners who are
tasked with fluently translating the common business idiom (such as website
texts, speeches or corporate slogans in English) to the different local businesses
of the multinational corporation around the world.

Case Study 2.1 illustrates how communication is organized in Siemens, a large
multinational corporation. It shows the choices that were made within Siemens




regarding the vertical and horizontal structuring of communication and how
these relate to changes in the corporation’s corporate strategy, the company’s
culture and the geographical complexity of its operations.

Case Study 2.1 Organizing Communication at Siemens

Siemens is a large multinational corporation focused on energy, mobility, medical and resource-
saving technologies and equipment. The company has around 348,000 employees and operates in
more than 200 countries. In 2015, the company decided to reorganize its communication and
marketing functions, in line with a broader reorganization across the company and in pursuit of
efficiency gains. Besides a step forward in efficiency, the move was also triggered by the increasingly
significant role of social media within marketing and communications. The disruptive force of social
media has led to a greater overlap, and convergence even, between marketing and communication
functions and channels.

A Leaner Organizational Structure

The reorganization of communication and marketing took place against the background of a company
restructuring from 16 to 9 divisions and an elimination of the sector level (i.e. divisions had been
previously bundled together into broader market sectors such as mobility, building technologies and
energy management). The new organizational structure is expected to bring significant cost savings,
including a reduction of staff in communication and marketing who previously worked at the sector
level. In other words, the company is going for a leaner and simpler design where communication
staff from across the corporation are pooled into a central communication department (the so-called
communication and government affairs department — an update of the departmental arrangement
shown in Figure 2.4), which includes market-focused communication and representatives for 30 lead
countries (country heads). This central department provides the overall governance for marketing and
communication, and is supported by two specific units: centres of expertise and functional shared
services.

These units again involve a pooling of staff that were previously embedded in sectors and divisions,
who will now work for the corporation as a whole. Centres of expertise in internal and external
communication (including speeches, PR, employee communications, leadership communications,
brands, product communications, online marketing and government affairs) involve ‘know-how-
oriented support’, which, when bundled together, ‘achieves quality improvement and specialization
through economies of scope’. Functional shared services units (fairs and events, digital infrastructure
and production) involve ‘transaction-oriented support’ and provide ‘economies of scale’ in support
and execution. The main line of communication into the divisions across the world is the ‘business
partners’ who are, at the same time, full members of centres of expertise, but are also embedded (with
their teams) in the divisions and are the main point of call for connecting communication to the needs
of a particular division.

Centralization and Process Survey Tools

In other words, within Siemens, there is a move towards centralization, in part driven by efficiency
motives to have central centres of expertise and service units service the different divisions. This
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wide representatives, who are either skilled in content and expertise (centres of expertise) or
execution (functional shared services). The centralization is also anticipated to bring further benefits
in that it brings professionals together with different business backgrounds and encourages them to
adopt a company-wide perspective besides their knowledge of, and links with, specific divisions.

Siemens is also horizontally formalizing the working relationships between professionals in the new
design based on process survey tools. Various work processes (product launch campaigns, trade
events, etc.) have been documented, including the contribution of professionals from the different
units as part of the process. Central to these process descriptions is the split between business,
concept and execution competence. The business partners in the division, together with the
communication department, bring in the required business-level knowledge and needs, whereas the
centres of expertise work as teams on the concept (messaging) and functional shared services take
care of the execution (production and channels).

On the whole, it seems that these changes to the organization of corporate communication are driven
by considerations of efficiency and greater consolidation:

Efficiency: the first motive is to enhance efficiency through cost savings and a leaner structure that
brings the central departments closer to the divisions and country operations (as clients). Siemens has
simplified and streamlined its organization, saving costs and employing a leaner set-up at the
corporate and aggregate group levels.

Consolidation: the second motive has been to strengthen the expertise in content and channels by
pooling staff and resources into central departments and service units, and by reorganizing the work
of communication into a clear split between concept (messaging) and execution, and between know-
how-oriented and transaction-oriented support. Such pooling enhances expertise in each area (by
bringing experts together and giving them a specific focus) and enhances the quality of the work
through a basic division of labour.

To some extent, these motives and the changes in organization within Siemens appear to signal a new
era in corporate communication — one in which design is less dictated by claimed areas of expertise
(and ‘turf wars’ between marketing and communication) and more by strategic and efficiency gains.
Such gains are prompted by a greater convergence between the areas of marketing and
communication, as well as by the need to drive down costs in support of company-wide financial
goals. Whilst these motives are sound, it is also important to realize that whilst a new design brings
certain benefits, it often brings other challenges as well. For example, the greater convergence
between marketing and communication, and the pooling of expertise into separate departments or
units, may lead to economies of scale and greater control and consistency. It may, on the other hand,
also lead to a hollowing out of subject-specific, specialist (communication or marketing) expertise in
the long run — that is, it suggests a move away from subject specialists and to discipline generalists.
Another potential trade-off involves the split between content and execution at Siemens. This again
brings benefits in terms of focus and efficiency, but also comes with some professional challenges —
that is, for some professionals, it will be difficult to focus on becoming either a content expert or a
master of execution, but not both. This may affect the career path that they see for themselves within
the organization, and also the way in which they identify with the work at hand.

Questions for Reflection

Consider the vertical and horizontal structuring of corporate communication within Siemens. Do



you think that the new arrangement is sufficieﬁt, or would you change something else?
What do you see as the strengths and weaknesses of the new organizational set-up for corporate

communication within Siemens?

Source: This case study is based on discussions with Hartmut Huebner, Head of Communications and
Government Affairs, Siemens Financial Services.



2.5 Chapter Summary

This chapter has discussed the historical development of communication in
organizations, the emergence and significance of corporate communication and
the ways in which communication is organized in contemporary corporate
organizations. This discussion provides a context for understanding why
corporate communication emerged and how it is useful for today’s
organizations. The chapter also described the variety of factors or ‘drivers’ that
triggered the emergence of corporate communication and continue to drive its
widespread use within companies around the globe. Corporate communication
has brought a more strategic and integrated perspective on managing
communication for the benefit of the entire organization. To give this shape,
many corporate organizations have consolidated their communication activities
into a single department with ready access to the executive decision-making
team.

Discussion Questions

What are the main benefits of integrating communication? What in your view would be the optimal
level of ‘integration’ between marketing and communication?

How important is the organizational structure in ensuring integration and avoiding a fragmentation in
communication?
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Corporate Communication in a Changing
Media Environment

Chapter Overview

Recent years have witnessed the growing use of social media and Web 2.0 technologies to
communicate with employees, customers, the news media and other stakeholders. The chapter
categorizes these new media and discusses the challenges and opportunities around using these
tools and technologies as part of corporate communication. Besides providing an overview of
the changing media environment for corporate communication, the chapter also provides case
examples and outlines the practical benefits associated with the use of social media and Web 2.0
technologies.

3.1 Introduction

Recent years have seen an explosion in the opportunities and use of ‘new’ media
in society, including social media sites such as Facebook, Wikipedia and
YouTube, and other Web 2.0 applications such as blogs and wikis. These
advances in media and web technology provide new challenges and
opportunities for organizations to communicate and engage with their
stakeholders, including their own employees, local communities, customers and
the news media. The basic trend associated with the development of these new
media is that it highlights the democratization of the production and
dissemination of news on organizations, enabled by web technologies. Rather
than the classic model of communication practitioners liaising with official news
channels, blogs and social networking sites now also offer content on
organizations, and indeed may influence stakeholders or the general public in
their perceptions and subsequent behaviours. Equally, employees can nowadays
distribute their own information about an organization electronically to outside
stakeholders, often without any gatekeeping or control from corporate
communication practitioners. Indeed, with access to e-mail, blogs and social
networking sites for sharing corporate information, many employees become
corporate communicators themselves.

From a corporate communication perspective, these developments in new media
and web-based technologies can be seen as both a challenge and an opportunity.
Thev are seen as a challenge when nractitioners take the view that the new media
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landscape blurs the boundaries between content prov1ders and consumers, and
makes news gathering and dissemination increasingly fragmented, for
themselves as well as for stakeholders. As a consequence, they may feel that
these developments challenge them in managing or even controlling the
corporate messages that go out of an organization and the way in which an
organization is subsequently seen and understood. The developments around
new media can also be seen as an opportunity. Involving the organization
somehow in these developments may create new ways of reaching and engaging
with stakeholders. For one, it provides an organization with the opportunity to
engage in conversations, and to tell and elaborate on its story or key messages to
stakeholders or the general public in an interactive manner — a real advance
compared to the arm’s-length messaging model associated with more traditional
channels.

In this chapter, we outline the current use of new media technologies as part of
corporate communication, discuss the opportunities and challenges, and provide
a number of practical case examples. Besides this overview, the chapter also
summarizes the practical benefits of new media as part of corporate
communication. These benefits include companies being able to speak in an
authentic voice, engaging stakeholders in an interactive manner and empowering
them to become true advocates of the organization. Before we turn to these
benefits and discuss them in more detail, the chapter starts by providing an
overview of the current new media landscape.

3.2 The New Media Landscape

For some, the explosion of blogs, social networking sites, collaborative sites,
Twitter and other digital communication platforms is a game-changer for

corporate communication.: The basic idea behind this view is that where
corporate communication used to follow a command-and-control model with
messages being issued from the top of the organization, social media and Web
2.0 technologies foster more interactive and free-flowing conversations between
members of an organization or between corporate communication practitioners
and external stakeholders. As such, these media and their potential mark a clear
break from traditional communication models and message flows. And thus
these new media present both an opportunity and a challenge. The simultaneous
challenge and opportunity are, to some extent, tied into the democratizing nature
of these media. These media are generally less about control and more about



proactive engagement within digital and web-based conversations and
communities. The information scientist Komito describes this development as
follows:

Where discussion previously focused on the consumption of digital
information, as individuals accessed information provided by organizations,
these popular new Internet applications enable sharing of information
amongst users who are now individual information providers ... There is
good empirical evidence that the Internet is, decreasingly, a means by
which corporate information is provided to users rather than a means by
which user-generated information is shared amongst other Internet users.
This collection of applications enables individuals to share information
(including videos, photos, news items, and audio footage) and create virtual
communities on the web. The previous growth in the amount of information
in digital form has been replaced by growth in the communication of that

digital information.2

Whilst it is perhaps too early to tell how these emerging media developments
will fundamentally change corporate communication in the long run, their
explosive use in recent years suggests that these technologies are driving a shift
in how people engage with one another and with organizations. This shift is
quickly changing how dialogues occur, how news about organizations is
generated and disseminated, and how stakeholder perceptions are shaped and
relationships forged. Consider, for example, the increasing internet access of
individuals around the world. Two thirds of the world’s population have visited
a blogging or networking site, and the time spent at these sites is growing at

more than three times the rate of overall internet growth.2 Every one of those
individuals with access, as well as, of course, every connected organization, can
in principle become a global publisher of content. Additionally, the widespread
use of technologies, such as camera phones and digital cameras, means that the
individual citizen can instantly become a potential photojournalist or, with the
spread of video capabilities, a documentary film-maker. Besides this shift in
news production towards ‘citizen journalists’, a further notable development is
the decline in the usage of traditional news media. Newspapers have suffered a
significant decline in interest and use, as readers and users flock to the internet
and to alternative news sources. Whatever the long-term changes of these
developments may be, approaches to corporate communication will require at



least some reinvention as these new media continue to evolve.

Whilst these new media play an important and growing role within corporate
communication, there is, at the same time, often confusion amongst corporate
communicators and academic researchers alike as to what term is most
appropriate — ‘social media’ or ‘Web 2.0’ — to describe this emerging area.
These terms are often used interchangeably, and what adds to the confusion is
that the terms themselves also evolve in their definition as new technologies and
applications emerge. The term social media became established particularly after
the creation of social networking sites such as Facebook (in 2004). Besides these
specific sites, ‘social media’ has been more broadly defined as involving all
kinds of online or digital technologies through which people create, share and
exchange information and ideas. The term Web 2.0, on the other hand, describes
a general ideological and technological shift in the use of online technologies.
The basic idea is that the web has evolved from being a platform where content
is created and published by individuals or organizations to one where content
and applications are continuously generated and modified by all users in a
participatory and collaborative fashion. The creation and ‘publication’ of
websites, in other words, is indicative of Web 1.0, whereas blogs, wikis and
collaborative projects are hallmarks of Web 2.0. For the purpose of this chapter,
we use the term social media as being inclusive of Web 2.0. In essence, Web 2.0
provides the platform for the evolution of social media and their use within
corporate communication. Social media are accordingly defined as ‘a group of
Internet-based applications that build on the ideological and technological
foundations of Web 2.0, and that allow for the creation and exchange of user-

generated content’.4

One way of understanding the new media environment in which organizations
nowadays operate is to distinguish it from more traditional media. Traditional
media, for the most part, involve one-way messaging techniques through which
organizations speak to an audience. An internal news magazine or a TV advert,
for example, reaches in one instant a multitude of employees or prospective
customers. The underlying model of these media is one of ‘broadcasting’ —a
model of mass communication whereby an organization informs or tries to
persuade many members of a particular stakeholder audience at once (see Table
3.1). With such a model, stakeholders are on the receiving end of a corporate
message, as ‘audiences’, and can only actively decide to consume the message or
not. The process of communication, in other words, is largely initiated and
determined by the sending organization.



Social media, in comparison, are probably best characterized as a form of
‘crowd-casting’; they enable stakeholders of an organization to self-organize as a
‘crowd’ in order to produce and disseminate content about an organization.
Stakeholders are no longer passive ‘audiences’, but active ‘participants’ in the
communication about an organization. Crowd-casting may actually involve
organizations first disseminating details of a specific issue or seeding a
conversation in a community, with the community on its own account generating
discussion and forming perspectives and solutions on the issue. As such, from
the organization’s perspective it may include ‘push’ and ‘pull’ elements where
an organization first engages a community of stakeholders and builds a network
of participants (‘push’) and then harnesses the network for new insights (‘pull’).
However, in many other instances, the crowd or community may be fully self-
initiated and have only limited ties to the organization. Such ties are not actually
needed for stakeholders to collect, produce and disseminate content on an
organization, as the costs, and thus the threshold, for producing content have
become extremely low. Any individual can set up a blog or use the available
social networking sites to start communicating about organizations and connect
with like-minded others. The only needed resource is often simply having the
time.

Table 3.1

TABLE 3.1 The difference between the traditional and new media environments

Traditional media environment

Mew media environment

Communication
approach

Broadcasting: stakeholders as

the organization in a controlled
and planned manner

Communication maodel One-to-many

Underlying principle
controlled transfer of corporate

messages and campaigns
Key metaphors Medium, channels
Rules of communication Fixed and controlled
Costs of content
production/publishing

threshold

Expensivelhigh

audiences receive messages from

Corporate positioning: planned and

Crowd-casting: stakeholders as
participants produce or forward
content about the crqanizatinn

Many-to-one, many-to-many

Content generation: impromptu and
free generation and dissemination of
corporate content

Platforms, arenas
Messy and emergent
Cheap/low

The shift from broadcasting to crowd-casting implies a fundamental change in
thinking for corporate communicators about how they approach their
stakeholders and communicate with them. The traditional guiding principle for
many practitioners was the idea of releasing messages in a planned and



controlled manner to build, manage and maintain a strong reputational ‘position’
in the minds of their stakeholder groups. This positioning model of
communication is one where practitioners start with their own objectives,
develop extensive communication plans and then assume that, through creative
and powerful adverts, PR campaigns and other media, the organization’s
reputation can be strengthened or maintained. This principle is one that no
longer works, or at least not fully, in a social media environment (see Case Study
3.1 for an example). Instead, social media necessitate a shift in thinking about
the underlying principles of corporate communication — from the controlled and
planned release of corporate messages (corporate positioning) to the
community-wide generation of content about organizations. Content generation
defines corporate communication as a joint activity between an organization and
its stakeholders, where, in principle, stakeholders can just as easily initiate a
conversation as an organization can. As a result, the process of communication
also shifts from one based on exchanging carefully crafted messages in a
controlled and almost scripted manner to one that is much more messy and open-
ended: with social media, stakeholders can produce and disseminate various
forms of content (such as commentary, discussions, texts and visual materials)
with often unpredictable consequences as to whether particular content on an
organization will ‘stick’. The unpredictability is largely associated with whether
content, including rumours and positive or negative commentary on
organizations, spreads within a given or self-generated community, or not. To
illustrate this point, in January 2012, McDonald’s launched a Twitter campaign
with the hashtag #McDStories to generate positive stories from its customers.
Contrary to the company’s expectation, the invitation led to thousands of users
from different parts of the world publicly expressing their very memorable
negative experiences when visiting the fast-food chain. The content of the public
tweets involved negative comments about the range and taste of its products,
criticisms of the poor hygiene standards in restaurants, and accusations of
contributing with its products to the global pandemic of obesity. Links to blogs
and websites from these tweets extended and enriched this emerging narrative
and bound this emerging community together, aggravating the situation for
McDonald’s.

As in this example, the content that is generated about an organization can be
initiated by stakeholders, but may just as well have been created by
organizations. Communication practitioners are increasingly thinking in this
respect about how they may themselves generate content on their organizations
and spread positive word-of-mouth through their social media presence. This



social media presence is, from an organizational perspective, then typically
divided into owned, paid and earned media. The distinction is now commonly
used and highlights how companies have become their own content generators in
the form of media or channels that are directly owned, such as a company
website or a blog with branded content (such as the makeup.com website owned
by L’Oréal — see Case Example 2.1), or partially ‘owned’ channels or properties
on Facebook, LinkedIn or YouTube (such as the Lego YouTube channel
mentioned in Chapter 2). Paid and earned media then in turn refer to channels
and media through which companies try to increase traffic to their owned
properties, or simply try to spread the word on their company and its products
and services. ‘Paid media’ refers to paid-for adverts, links or promotional
banners on other social media channels that are meant to drive traffic to owned
properties. Such paid media may simply involve Google Ads, but may also
involve paying influential bloggers or vloggers to refer to a website (as in the
case of makeup.com in Case Example 2.1). ‘Earned media’, finally, refers to
online-generated word-of-mouth about an organization, oftentimes manifesting
itself in “viral’ tendencies, mentions, shares, reposts, reviews, recommendations
or other content picked up by third-party sites. Whilst it is not directly owned by
an organization, such content is valuable in and of itself (in terms of fostering
goodwill and positive feelings towards the organization), and it may furthermore
drive traffic to owned properties as individuals become interested in these
company-owned media. Table 3.2 summarizes the differences between owned,
paid and earned media, and their possible interconnections in an online setting.

Earned media has traditionally been the responsibility of public relations
professionals, while paid and owned media were part of the marketing mandate.
When the distinction between these media first came up, it reflected and
reinforced a split between PR and marketing. In recent years, however,
practitioners working on these different media have grown closer together and
have started to recognize the overall importance of working together — of
‘integrating’ their work (see Chapter 2) across these media platforms — for
maximum effectiveness. New workflows and forms of coordination have
therefore emerged to help practitioners work together and to leverage brand- or
organization-related content across media platforms. One emerging form of
coordination is to have content creators across all three types of media
consistently sharing interesting articles, posts and videos with one another. In
this way, a coherent brand/organizational story can emerge between these
content creators, and which then in turn can be leveraged across media. Content
can be amplified through a mix of organic social sharing and traditional media
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relations outreach, and reinforced through online paid opportunities. New
marketing and communications software packages are emerging to support these
new forms of coordination, such as Adobe Digital Marketing, Salesforce
Marketing Cloud and Oracle Marketing, helping organizations leverage their
content across media platforms. A good example of leveraging content across
paid, owned and earned media is the case example (3.1) of Spotify.

Table 3.2

TABLE 3.2 Differences between owned, paid and carned media in an online setling

Media type Dredinition Exampdes Role in anline setting Benefits Challenges

Crarubd vy Oaline media thal an Websibe L Ginerale inberst i@ 1R Coniral Mo guarantioes of
BegABiTlion ownd 800 ool eanbent

thist conlrols

Blog
E . tormards oeganizalisn
Facebook page

Twitber account

YouTube chann
Paild media Paddfor confent or Didplary ads Chuller
exposune on olher Paid search 1 Dutlining feach and
mon-owmed) onling Snonsoned Biks prodscts of $Ervoes p—
Lk 2. Channel that feeds owned
madia and may on occasion
create carned media
Earned midia Stakeholder: Ward-of-moath L Earmed media may generale  Most credible and Mo control
generated onling Online chaiter 3nd bradfic bo dmnad media authentic
a0 buzz 2. Owned and paid media in My live on I ——
thi grganiz Vical 3ponad of conlent turn may create (furthery (lakeholders become
Invgilect. becomas Ihe earned media and polentlally  true “advocates” of the
i trigger an ongodeg “wiral’ arganization)
spiral of condent to bo
genarabed about the

organization

Case Example 3.1 Spotify’s 2018 Goals Campaign

At the end of 2017, Spotify, the music streaming service, ran a humorous campaign to encourage its
users to share their data on what they listened to. The campaign was created entirely in-house, with
marketing and communication professionals building it around a basic content-related idea: that
music tastes are uniquely and even idiosyncratically personal, yet worth celebrating and sharing. The
overall idea was that the campaign would celebrate this in a quirky and positive manner, in order to
raise awareness of Spotify’s superior personalization algorithm (compared to Apple’s) and help draw
more users to its service. By drawing in more users, Spotify was hoping to raise more investment
when it would float on the stock market later that year.

The starting point for the campaign was the use of traditional off-line billboards in major cities
around the world, as a traditional paid medium. The billboard adverts revealed the weird and
wonderful playlists of their users, but in an anonymous way. The strapline to each advert encouraged
viewers to listen to these songs, all the while celebrating diversity in personal tastes in music. The
billboards not only gave people on the streets something to smile about, but more importantly were
instantly shareable. The billboards furthermore reflected variations in user trends and tastes based on
their country location. This was done to encourage the target audience to take pictures and share them



on social media, connecting people around the world through shared tastes and guilty pleasures in
music. Spotify then also contracted over 70 artists from around the world (including Sam Smith, Ed
Sheeran, Kendrick Lamar and Bruno Mars) as paid ‘media’ to share pictures of themselves in front of
these billboards and to release stats and graphics with their fanbase on the number of people listening
to their music. The coverage created by these paid media opportunities connected on Twitter,
Facebook and Instagram with the buzz and coverage that Spotify had itself earned through individual
users creating content and sharing positive sentiments online. With owned, earned and paid media
complementing one another in this manner, the campaign boosted the image of Spotify and managed
to draw huge numbers of new users to the service. Spotify’s revenues tripled in the quarter after the
campaign, and pushed up its share price on the New York Stock Exchange (NYSE) once the
company got listed.

Question for reflection

Reflect on the linkages between earned, owned and paid media in this particular campaign. Could the
same results have been achieved without the leveraging of content across these media platforms?

3.3 Classifying Social Media

Building on the distinction between broadcasting and crowd-casting, we now
turn towards defining social media more specifically. One useful way of
understanding social media, and its difference from traditional broadcasting
media, is by looking at the degree to which the medium facilitates individual
involvement and allows for rich forms of interaction when individuals and

organizations use such media.>

On the media-related dimension, social presence theory states that media differ
in the degree of ‘social presence’ — defined as the acoustic, visual and physical
contact that individuals can have with one another as they communicate, such
that they feel that they are both ‘present’. Social presence is generally enabled by
the intimacy and immediacy of a medium and can be expected to be somewhat
lower for more digital and mediated forms of communication (e.g. telephone
conversation, e-mail) than for direct interpersonal interactions (e.g. face-to-face
discussion). However, a defining characteristic of many social media is that they
mimic personal face-to-face interactions and have almost comparable levels of
richness. Traditional broadcasting media were quite ‘poor’ in this respect,
allowing for little interaction or feedback and offering, in most instances, a
simple encoded message.

When social presence is high, it generally leads to a greater degree of
involvement of individuals in the interaction and also potentially higher degrees
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that media differ in their degree of richness — that is, in the amount of
information and cues that can be exchanged between individuals in real time, as
they are communicating. Rich media, such as face-to-face conversations or
instant messaging (e.g. WhatsApp), allow for a frequent updating of information
and give individuals the opportunity to provide feedback to one another so that
they can gradually build up a common understanding. Poor media, such as
written documents or a corporate advert, on the other hand, require that
information is encoded and included as part of a medium, but such information
can only be retrieved and cannot be actively discussed between the producer and
any possible consumers of the medium.

Another dimension to consider concerns the intentions and objectives of
individuals when they actually use social media. Here, the focus is on the actual
use of the medium by individuals or organizations, rather than on any given
characteristics of a medium. A defining characteristic of social media is that they
bring individual stakeholders into the picture and they may, to a greater or lesser
extent, use a medium for their own purposes. In particular, they may at least in
part use the medium to create a certain impression of themselves, possibly to
influence others but also to create a self-image that is in line with their desired
personal identity. Such a self-presentation is typically achieved through a degree
of self-disclosure — that is, the release of some personal information (thoughts,
feelings, likes, etc.). Disclosing such information is a crucial aspect of social
media as it allows individuals to exchange views and build relationships. Such
disclosure and self-presentation of individual stakeholders, who are actively
involved in the generation of content about issues or organizations, distinguish
social media from broadcasting media such as advertising, editorials, newsletters
and the like. In addition, social media themselves differ in their general capacity
to allow individuals to socially interact with one another, and in such a way that
their goals of impression formation and self-disclosure are achieved.

When we relate the two dimensions together, it creates a classification scheme of
social media, as displayed in Figure 3.1. As highlighted, web-based collaborative
projects (e.g. Wikipedia) and blogs score the lowest on media presence and
richness, as these media often involve simple text-based exchanges. Content
communities and networking sites are relatively higher in media presence and
richness, as they include more interactive features that enable more direct
communication between individuals within the community. Virtual worlds,
finally, are highest in presence and richness, as these media mimic human face-
to-face interaction in a virtual environment.



On the other hand, blogs usually score higher than collaborative projects in
terms of the degree of self-presentation and self-disclosure, whereas
collaborative projects typically have a more specific purpose and content (e.g.
specific work projects). Similarly, social networking sites such as Facebook
allow for more self-disclosure than content communities such as YouTube. And,
finally, virtual social worlds are premised on a higher degree of human-like
natural interaction and self-disclosure, whereas virtual game worlds are more
restricted in terms of the roles and behaviours afforded to the interacting
individuals.

Based on this classification, we will briefly discuss each of these social media.
As part of this discussion, we will also highlight the opportunities and risks
offered by each medium for corporate communication.

Blogs are a controlled web-based medium that enable an individual or a group of
individuals (bloggers) to publish information in a diary or journal style. Bloggers
control the information they publish and moderate comments that viewers (non-
authors) add to the blog. The statistics in blog usage point to an increasingly
proactive and prolific population: approximately 175,000 new blogs are created
every day. These developments suggest that corporate communication
practitioners have to monitor and engage with influential bloggers, including
opinion leaders, industry analysts and journalists. The other option is for an
organization to maintain or sponsor a corporate blog that opens the organization
up to conversations with all stakeholders, including the media. One of the first
companies to start a corporate blog was Microsoft. Robert Scoble, when he was
still employed at Microsoft, wrote a daily blog on technology which often
promoted Microsoft products like tablet PCs and Windows Vista, but he also
frequently criticized his own employer and praised its competitors. His blog was
read by many independent software developers and technology journalists
around the world and made Microsoft’s image more humane with this particular
community. In February 2005, he became the first person to earn the newly
coined term of ‘spokesblogger’, defined as an official spokesperson for an

organization in that he or she develops, writes and edits an organization’s blog.%
The spokesblogger, whilst seemingly publishing an independent blog, often does
not speak only for themselves, but also on behalf of their employer or the
organization they represent. Another example involves McDonald’s use of a
blog (entitled ‘Open for Discussion’) for a number of years to discuss ethical and
social responsibility issues openly with its community of stakeholders. The
company has reacted openly to comments that were posted, demonstrating a very



open and involving attitude towards the issues that were raised and the
individuals involved.

Generally speaking, the advantage of corporate blogging is that it allows
stakeholders, including journalists, to engage in a direct and unfiltered
conversation with the organization. Increasingly, journalists are also actively
searching the blogosphere for information on organizations. According to a 2008
PR Week survey, nearly 73 per cent of responding journalists admitted using

blogs when researching stories.Z This provides a powerful argument for
organizations to have a presence with their own sponsored blog. In addition,
research has found that blogs can create a personal connection with users,
facilitate positive attitudes towards the company and encourage supportive

word-of-mouth.2 On the other hand, one potential risk for organizations who use
or support blogs is that once they encourage employees to be active on blogs,
they also have to deal with the consequences of employees writing negatively
about the organization.

Collaborative projects involve the joint and simultaneous collaboration between
individuals in an online setting. Within collaborative projects, a further
distinction exists between wikis — websites where users add, remove and change
mainly text-based content — and social bookmarking applications, that allow
individuals to collectively rate internet links or media content. The best-known
example of a wiki is the online encyclopaedia Wikipedia, which, amongst other
things, features detailed reports on many corporations. Importantly, Wikipedia is
also frequently used by consumers as a source of information, and this presents a
real challenge to corporations. Specifically, Wikipedia reports corporate news
almost instantaneously and, coupled with the fact that it is largely produced by
‘citizen journalists’ and members of the public, the information that is listed may
not always be factually correct or thoroughly checked (although, over time, the
collective wisdom often leads to a revision and updating of the contents). Whilst
externally collaborative projects and wikis present some challenges to
organizations, within the organization these kinds of application are often used
to enable and support collaborative work (see, for example, the case study of
IBM in Chapter 9). Cisco, for example, provides a digital platform for
employees to interact and collaborate, including a video-based teleconferencing
facility that allows employees around the globe to interact face to face with
another. As in this example, whilst collaborative projects have typically been a
medium of low richness, the addition of other applications such as video
conferencing enhances their overall degree of richness.



Social networking sites allow users to present personal information and create
profiles of themselves, and to share these in turn with others. This sharing
typically leads to the formation of a small network or community of friends
and/or colleagues, who exchange e-mails and instant messages with each other.
The medium is relatively rich in that users can upload images, videos, links to
other sites, audio files and blogs (yet it is short of direct face-to-face interaction).
Facebook and LinkedIn are well-known social networking sites and are
particularly popular amongst younger internet users. Companies such as General
Electric also have their own social networking sites, with many Facebook-like
features. Facebook in particular is still growing in terms of its usage. In the light
of the scale and prominence of Facebook, more than 700,000 businesses have

also set up active pages on the site.2 Whilst in most cases these Facebook pages
are simply meant to provide a presence for an organization, these sites may, at
the same time, be an important channel to reach certain consumers and to
strengthen their ties with the organization and its brands. Some companies have
gone even one step further and use Facebook as a direct marketing and
distribution channel. However, the challenge for organizations increasingly is to
have a ‘discrete’ presence on Facebook in the personal context of users which is
not about ‘selling’ but about creating a personal image for the company and its
brands, and in such a way that it presents interesting content for users that
strengthens or reaffirms the company’s image and reputation.

Content communities are applications through which users share media content.
Such media content may include text, photos, videos or PowerPoint
presentations. Obviously, from a corporate perspective, content communities
present the risk that copyrighted materials or corporate documents are shared
without the express permission of the organization. Whilst many content
communities have rules in place against this, the distributed and social nature of
the medium means that, frequently, illegally acquired or reproduced content is
still being shared. On the other hand, the opportunity for organizations lies in the
reach of content communities such as YouTube that provide them with
significant possibilities to make contact with users and position their brands.
Companies can also set up their own YouTube channel, where they present
corporate videos such as recruiting promos, keynote speeches and press
announcements, or make their corporate and brand adverts available to watch.

One recent example from the energy sector is BP’s ‘Energy Lab’. The company
invites participants to join BP in tackling the challenges of saving energy and
making the environment cleaner through the adoption of eco-friendly



behaviours. Under the heading of “11ips to Living Greener’, individual citizens
are encouraged to contribute their ‘real tips’, to ‘tweet your tip’ and to ‘share this
site and get friends involved’. Further, BP has used its YouTube channel to
convey information on such issues as its commitment to repair the damage done
following the 2010 Deepwater Horizon oil disaster. Individual citizens have
been free to post responses as part of the community, including negative
commentary about the company, to which BP has responded in an attempt to
keep the discussion alive. BP realized that starting an open community comes
with potential challenges and risks, which the company has taken in its stride.

The reach of YouTube indeed comes with a real reputational risk, in that
consumers or other stakeholders can share and produce videos that put a
company in a bad light. A 2009 example of this is the protest song United
Breaks Guitars by a Canadian musician which he posted on YouTube after
failing to get any acknowledgement from the airline based on his earlier
complaints and letter writing. The song went viral and became an embarrassment
for United Airlines, which quickly promised to reimburse the musician and to
learn from the case in terms of its customer service.

In virtual social worlds, users can adopt a certain persona and essentially live a
virtual life similar to their own real life. They create an avatar (a virtual person)
and then interact in a three-dimensional virtual environment. Given that there are
hardly any restrictions on how individuals choose to manifest themselves within
virtual social worlds such as Second Life, the application most closely
approximates human natural interaction and richly supports various ways in
which individuals (or, rather, their virtual alter egos) present themselves.
Perhaps reflecting its richness, the medium has been adopted by organizations
for marketing and communication purposes, but also to foster interaction
internally between employees. On the marketing side, companies are able to
advertise and promote their products. Firms such as Toyota have also set up
flagship stores within Second Life, to present digital equivalents of their real-life
products. Virtual social worlds have also found use in terms of recruitment
strategies and communication with prospective employees. Companies such as
T-Mobile, eBay and Verizon run recruitment fairs in Second Life, in the hope of
promoting themselves to creative and technologically savvy candidates.
Companies can also use virtual social worlds internally as a platform for
organizing internal meetings and for knowledge exchange. Cisco and IBM offer
their employees custom avatar creation tools and maintain corporate islands that
foster exchanges between staff. Yet, besides the potential of the medium, it also



comes with certain constraints. First of all, it may mimic real-life interaction, but
it is still not the same thing. Second, not all of a company’s stakeholders may be
familiar with the medium or actively using it; this clearly presents limits to its
use for communication purposes. In some senses, therefore, it may present a
specific and complementary channel, but not a primary means of engaging with
stakeholders.

Virtual game worlds are like virtual social worlds, with the difference being that,
in this case, users are restricted in how they behave themselves and also in the
roles, as avatars, that they adopt. Most of these games involve multiple players
who engage in an online role-playing game. These games run over the web and
are also supported by standard game consoles such as Microsoft’s Xbox and
Sony’s PlayStation. An example of a virtual game world is World of Warcraft
which involves millions of online users. Whilst these games are popular, they are
more restricted in terms of their potential for corporate communication. It may
be possible for organizations to advertise and promote themselves within a
game, but, compared to virtual social worlds, the medium offers far less
opportunity.

This classification highlights the broad categories of social media and their
possible use as part of corporate communication. It is important to realize,
however, that new applications constantly emerge and may attract a following.
As such, the classification should not be seen as set in stone. Furthermore, new
applications may emerge that, in a sense, fall in between the types categorized in
Figure 3.1. For example, microblogging such as Twitter largely follows the
description of blogging, yet it is also more interactive than the classic blog.
Twitter allows for the quick and real-time exchange of messages, for example
regarding corporate announcements or crisis episodes, and can quickly create an
‘ambient awareness’ and common sentiment about an organization amongst
users. For example, in 2013, HMV employees sent real-time tweets on the music
chain’s official Twitter account as workers were being laid off and the chain was
facing bankruptcy. Employees vented their anger at what they considered the
‘mass executions’ at the company they ‘loved’. When management regained
control of the medium, the damage had already been done with individual
customers, employees and other members of the public wading in and criticising
the company for how it was handling the situation. In 2010, a similarly quick
sentiment was established through tweets against H&M after a student found
bags of its unsold clothes dumped in the garbage by store personnel. Shocked
that the clothes had not been donated to charity, The New York Times featured



the story and it quickly got amplified on Twitter as the ‘trashgate’ incident.
H&M was taken off guard and was rather slow to react to the evolving social
media crisis.

In other words, social media such as Twitter offer advantages and opportunities
for corporate communication, as well as potential risks. Such risks are largely
brought about by the immediacy of the medium, which means that the personal
views or opinions of an individual (such as the student who spotted the unsold
bags of H&M clothes) can quickly cascade into becoming the majority opinion
of a large group of people, who press the organization for answers and for
making a change. On the other hand, the advantages are also clear. Social media
empower individuals and citizens to get involved in corporate issues or even,
when given the chance, in the governance and management of organizations.
BP’s ‘energy arena’, for example, empowers individual citizens to get involved
in energy-related discussions, and has as a virtual forum potentially a much
broader reach and possibility of involvement than the traditional ‘town hall
meetings’ that companies such as BP used to have for this purpose. Physical
town hall meetings limited the number of people who could come because of the
location and timing, essentially precluding large groups of citizens from taking
part.

Social presence/Media richness
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Figure 3.1 Classification of social media
Source: Kaplan, A. and Haenlein, M. (2010) ‘Users of the world, unite! The challenges and opportunities of
social media’, Business Horizons, 53 (1): 61. Used with permission of Elsevier.

3.4 Challenges and Opportunities

The constant evolution of social media, with new applications emerging or
bundled together, offers some clear challenges to corporate communication
practitioners. Technological developments are moving so quickly that, for many
of them, it is hard to keep up. Recent research amongst corporate communication
practitioners indicates that many still need to become fully familiar and



comfortable with the ins and outs of these new technologies and work out how

they might be used most effectively for their organizations.!? This is perhaps not
that surprising as there are no clear rules, benchmarks or tried-and-tested
principles yet on the use of social media. Most evidence to date is still anecdotal,
and in some senses specific to each company. In addition, new developments
take time to settle, and as such it is only natural that practitioners are struggling
to keep up and make sense of the changes in front of them. Most practitioners
are at present fully at ease with using tools like e-mail and the intranet, are
comfortable with blogs and podcasts, but are more reserved towards other tools

like social networks and virtual worlds.l! This partly indicates where they see
opportunities for corporate communication, but it also reflects a more general
model of how new technologies are diffused — it takes time before new
technologies and their uses are fully documented, understood and established as
tools within corporate communication. Yet, those communication practitioners
who, as early adopters, master the use of social media tools and are able to track
their effects, are generally held in greater esteem by their peers and by the CEO

in the organization, which reflects the significance that is now attributed to the

use of these tools within organizations.!2

Besides the challenges that they present, social media also offer clear
opportunities. One such opportunity is that, in some senses, the advent of social
media presents a further step in the integration of marketing and public relations
under the umbrella of corporate communication (Chapter 2). Social media such
as Facebook and Twitter allow companies to engage more directly with
customers, employees and other stakeholders. As such, these tools are more
interactive and inclusive in nature compared to more traditional advertising and
marketing channels that focus on strategic messaging and persuasion. The
traditional one-way outreach of marketers is, in other words, being
complemented by the opportunity of having two-way conversations with
stakeholders that might build reputational capital and brand equity. In this sense,
marketing and public relations are growing even further together, so much so
that organizations now increasingly rely on the broader corporate
communication function to engage stakeholders with viral, word-of-mouth and
buzz marketing initiatives to drive action through engagement. In other words,
the growing role of social media solidifies the strategic role of corporate
communication within the organization, with communicators being called on to
navigate the organization through the new media landscape (see Case Study 3.1).

For corporate communication practitioners themselves, one further opportunity



in using social media is that it allows the company to present a more human
image of itself and to have a conversational voice. Conversational voice is
defined as an engaging and natural style of communicating as perceived by the
organization’s stakeholders and as based on their direct communication with the

organization.12 When there is a genuine experience of such a ‘human’ corporate
voice through Twitter feeds, blogs and social networking sites, this translates
into positive feelings, a favourable image and strong stakeholder relationships. It
addresses the conundrum of companies being able to communicate directly with
multiple individual stakeholders across the globe. In the words of Searls and
Weinberger, ‘by acknowledging that, inevitably, many people speak for a
particular company in many different ways, the company can address one of the
most important and difficult questions: How can a large company have

conversations with hundreds of millions of real people?’14

A further opportunity is that social media may foster or create a whole new
range of stakeholder behaviours in support of the organization. Whereas
traditional communication channels and tools are often more focused on
individual cognitive and behavioural effects, with social media stakeholders can
now share experiences, opinions and ideas about organizations, and organize for
action, at scale. In other words, they can use social media to network with others
and disseminate corporate news, whether good or bad. The dynamics of such
dissemination may often take on a viral form, with news spreading exponentially
from one person to the next, and which in turn may quickly create a general
mood amongst a large collective of social media users.

Besides disseminating news (say through Twitter), individual stakeholders may
also use social media to organize themselves for action and to take concerted
steps in favour of, or in some instances against, the organization. This feat offers
challenges but also real opportunities to organizations in terms of word-of-mouth
and peer-to-peer influence when individuals self-organize and may become
advocates for the organization. The case study of Nestlé (Case Study 3.1)
provides a well-known example of stakeholders, including activists and
consumers, organizing themselves and mobilizing themselves against a
corporation, but the same viral dynamic can also work in the other direction —
with customers or activists, for example, becoming genuine advocates for an
organization and using social media to mobilize further goodwill and supportive
action. A recent industry report suggests that the future corporate communicator
needs to have a deep insight into data and analytics and into behavioural science,
so that he or she can prime or nudge individual stakeholders into becoming




advocates for the organization and mobilizing others.1>

The idea of priming or nudging is that with a few carefully chosen expressions
or speech acts (such as positive announcements, pledged contributions or
commitments, and emotive expressions) on Twitter or other social media
platforms, organizations can try to mobilize individuals to produce and share
content in favour of the organization. The influence that they have with nudging
and priming is more indirect and not forced; organizations offer content that is
suggestive and emotive, and may as such trigger reactions, rather than clearly
directed to persuade. The best social media initiatives often involve such indirect
priming and nudging techniques that are both immersive and emotive, and that
promote various forms of content sharing and community building. To some
extent, the use of nudging or priming through social media as a way of triggering
reactions and generating publicity may in time replace traditional ‘off-line’
public relations campaigns or events. Recent analyses of successful social media
initiatives suggest that

the role of campaign events to generate publicity in service to a PR
campaign may, in the future, be displaced by social media campaign tactics
which belong to an entirely different ecosystem where the act of sharing

social media content generates publicity in lieu of a campaign event.1®

The challenges and opportunities that social media present stem, in part, as
mentioned, from the characteristics of these media and the forms of
instantaneous communication they enable and afford. But whether these media
truly harbour challenges or indeed opportunities also reflects the different
mindsets of corporate communicators. Some communicators frame social media
as generally harbouring the potential for reputation risk, and denounce the fact

that they are no longer ‘in control’.1Z In such a framing, social media are seen as
a vehicle for disclosing or exposing information that may be harmful to an
organization. An alternative framing, and one that is more alive to the
opportunities of social media, is to view them as conversation starters and as
ways of co-creating corporate reputation with an organization’s stakeholders.

In the co-creation view, reputation is not simply given, as a position to be taken
up or protected by communicators, but is an intangible asset that is established in
relationships and thus co-constructed with stakeholders. Communication



practitioners who adopt this co-creation frame realize that in a social media
environment a reputation is shaped by the organization as well as by the
community it embraces. They see the opportunities that social media provide to
foster goodwill for their organizations, and believe that a reputation is not theirs
to claim, but is constantly being established and re-established in interactions

with their stakeholders, both on- and off-line.1&

These different mindsets, or ways of thinking about social media, are also
reflected in the social media strategies and tactical guidelines that organizations
are starting to set up. Most organizations, including many of the largest listed
corporations, still do not have a clear social media strategy or guidelines in

place.l2 Only a small percentage of organizations have a social media strategy
document that outlines what the company aims to achieve with its social media
use and who can speak on behalf of the organization on different social media
platforms and under what circumstances. Many organizations are, however,
starting to develop tactical guidelines that suggest to employees how they can
use social media, in either an official or private capacity at work. These
guidelines tend to be either more restrictive or open, depending on whether
social media are framed as reputational ‘risks’ or ‘opportunities’. Practitioners
and organizations who work from the ‘risk’ frame have guidelines that limit the
free expression of certain topics or issues, suggest a specific voice and editorial
style, and promote a more ‘defensive’ attitude in responding to negative
comments online (see Case Study 3.1). When practitioners and organizations
instead operate from an ‘opportunity’ frame, they embrace the technology and
move beyond the question of whether employees should or should not be
allowed to comment online. Practitioners in these organizations proactively
develop staff to become ‘ambassadors’ or ‘evangelists’ for their organizations.
They argue that the spontaneously expressed views of staff in a social media
environment are usually far more authentic and credible than central messages
released or broadcast by the organization. Such an open and supportive approach
towards social media use does, however, require thorough training, an active
monitoring of social media content and, where needed, editorial services to
support and assists employees.

A recent example of the ‘risk’ versus ‘opportunity’ framing of social media is
the case of how Ikea responded in the summer of 2015 to a spontaneous social
media movement, inviting everyone online to come and play hide and seek
within one of its stores. The movement was triggered when one customer listed
playing hide and seek in Ikea as one of the 30 things she would like to do before



her 30th birthday. She had created a Facebook event and had invited her friends
and family, who themselves had invited many others. Soon, on- and off-line
media got wind of the initiative and it became a trending topic on Twitter. In the
end, 13,000 people signed up for the event. Instead of responding defensively or
negatively, Ikea played ball, contacted the customer and offered a game of hide
and seek in one of its Belgian stores for 500 people (a game with many more
would have been dangerous). With its spontaneous response, Ikea got a lot of
positive publicity.

Spotting such opportunities, however, requires that practitioners actively monitor
the social media environment and know what people are saying about the
organization and its products and services. Depending on the degree to which
organizations are in the public eye and newsworthy, this may involve either a
few or literally thousands of conversations happening at any one time. Whilst
communication practitioners may find it hard to keep track of all these
conversations, as they are taking place in real time, they can manage the flow of
information by creating Google Alerts for all the relevant search terms for an
organization (brands, leaders, products and services, competitors, etc.), by using
social media sites such as Social Mention where they can search the web in real
time, and by using a desktop or mobile application for Twitter and other social
networks to manage existing social media accounts and sort and track content as
it is being generated. Some organizations also pay for social media monitoring
services, or, as in the case of Nestlé (see Case Study 3.1), have now brought
such services in-house.

In summary, social media are changing the environment for corporate
communication. Their success often hinges on the degree to which their use
meets one (or more) of the so-called PARC principles for success: whether their
use is participatory (stimulating interaction with the community), authentic
(engaging in conversations without forced attitudes or a false demeanour),
resourceful (providing an audience or a community with helpful information)
and credible. In this way, these media also offer strikingly different uses and
opportunities for corporate communicators, compared to more traditional
broadcasting media. At the same time, however, instead of drawing a clear
dividing line between broadcasting and crowd-casting, organizations often think
‘through the line’ about the best possible media mix to communicate with their
stakeholders. Many social media campaigns lead to online conversations and
engagement, which in turn lead to off-line engagement, further online
conversations and potentially massive media coverage. Similarly, off-line



campaigns and events may carry over into an online setting as well as trigger
media coverage, similarly affecting the reputation of the organization. In other
words, communication practitioners need to work out what the best possible mix
of on- and off-line media is for their organization and the brands they work for,
which may still very much involve broadcasting channels along social media
initiatives (see Chapter 6). Besides such tactical choices, social media do, as we
have seen, signal the need for more transparency and authenticity. The
implication for corporate communicators is that they have an important role to
play to support their company in openly and honestly communicating about its
decisions and affairs (beyond any private, confidential or proprietory
information) through all of their social media. Because if there are any outright
discrepancies, or concerns about the organization not being true to its values,
trying to hide certain information or not acting in character, this is very quickly
picked up in the social media environment by individual stakeholders who in
turn may quickly organize themselves for action and point out the lack of
‘authenticity’.

Case Study 3.1 Nestlé’s Response to Greenpeace’s Social
Media Campaign

On 17 March 2010, Greenpeace posted a spoof video online which criticized Nestlé for acquiring
palm oil, which is used in products such as Kit Kat and Rolo. The criticism related to the sourcing of
palm oil from unsustainable producers in Indonesia who are levelling rainforests, and in doing so
threaten the remaining habitat of orangutans. The video featured an office worker who opens a Kit
Kat bar to take a break but then essentially consumes an orangutan finger rather than a chocolate
biscuit. Greenpeace posted the video on YouTube, after its direct discussions with the company had
stalled. Greenpeace felt that Nestlé should have followed other companies such as Unilever, Kraft
and Shell which had ended their contracts with their unsustainable palm oil suppliers. One supplier in
Indonesia, the Sinar Mas Group, in particular, was known to burn forests to clear land for palm oil
plantations. Besides contributing directly to an increase in carbon emissions, the clearing of land also
endangered already threatened species such as Sumatran tigers and elephants, and orangutans.
According to Greenpeace, it had targeted Nestlé as it is

the largest food and drinks company in the world, and already a major consumer of palm oil —
the last three years have seen Nestlé’s use of palm oil almost double. Considering its size and
influence, it should be setting an example for the industry and ensuring its palm oil is destruction
free. Instead, Nestlé continues to buy from companies like Sinar Mas, that are destroying
Indonesia’s rainforests and peatlands.

When the video was posted, it took Nestlé by surprise. In a direct attempt to quell the storm, the
company decided to ask YouTube to remove the video for copyright infringement. Yet, this had the
opposite effect. Visitors who wanted to view the video saw the following statement: “This video is no



longer available due to a copyright claim by Société de Produits Nestlé S.A.” The video itself was
quickly reposted on other sites such as Vimeo, as well as on the Greenpeace site. Arguably, it also
came across, even unwittingly, as an admission of guilt, and very quickly the protest went viral, with
the video being shared amongst protestors and consumers, and with many of them turning to the
company’s Facebook site. There, thousands joined to post negative comments. The initial censorship
had thus mobilized social media activists, whose actions on the Facebook page were being re-tweeted
and reached a global audience. Interestingly, these activists had not been part of the Greenpeace
action, but had very quickly organized themselves around what they saw as an important campaign.

The moderator of the Nestlé Facebook page was woefully unprepared for this kind of onslaught and
became ever more bitter and rude in his responses. Instead, a more diplomatic and humane tone
would probably have been fitting, but it demonstrated how unprepared Nestlé was in terms of a social
media strategy. The moderator threatened Facebook users with the removal of posts on its fan page
that contained altered versions of the company’s logos such as a Kit Kat logo that had been altered to
read ‘killer’. This led to a further discussion between one Facebook user and the Nestlé moderator,
which ran as follows:

Nestlé: “To repeat: we welcome your comments, but please don’t post using an altered version of any
of our logos as your profile pic — they will be deleted.’

Facebook user: ‘hmmm, this comment is a bit “Big Brotherish”, isn’t it? I’ll have whatever I want as
my logo pic thanks! And if it is altered, it’s no longer your logo is it!’

Nestlé: “That’s a new understanding of intellectual property right. We’ll muse on that. You can have
what you like as your profile picture. But if it’s an altered version of any of our logos, we’ll remove it
from this page.’

Facebook user: ‘Not sure you’re going to win friends in the social media space with this sort of
dogmatic approach ... Social media is about embracing your market, engaging and having a
conversation rather than preaching.’

Nestlé: ‘“Thanks for the lesson in manners. Consider yourself embraced. But it’s our page, we set the
rules, it was ever thus.’

This and other similar exchanges only fuelled the fire further, and rather than being a single offhand
comment, the sarcastic tone of the moderator continued. His comments were widely re-tweeted and
further swelled the number of visitors to the Facebook site. By 18 March 2010, the Greenpeace video
had been reposted on YouTube, Vimeo and other sites, and had been watched more than 300,000
times. The video, together with the Facebook comments, also gained major news coverage around the
world. The issue, in other words, had gone mainstream, with reports on Sky News and NBC, and
newspaper coverage in The Guardian, The Wall Street Journal and The New York Times. Nestlé’s
reputation was severely damaged and there was a slight dip in the share price the day after. As one
Facebook fan wrote:

‘Hey PR moron. Thank you for doing a far better job than we could ever achieve in destroying your
brand.’

The campaign had built such a momentum that Nestlé found itself not only cornered by Greenpeace
and social media activists but also by its own consumers who threatened to boycott the firm. On 19
March, the company apologized for its handling of the comments on its Facebook site: “This [deleting
logos] was one in a series of mistakes for which I would like to apologize. And for being rude. We’ve
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Facebook site its intention to use sustainable palm oil by 2015: ‘Hi everyone — We do care and will
continue to pressure our suppliers to eliminate any sources of palm oil which are related to rainforest
destruction. We have replaced the Indonesian company Sinar Mas as a supplier of palm oil for further
shipments.” Greenpeace, however, continued to challenge Nestlé on its sourcing of palm oil, claiming
that some of its sourcing was still indirectly linked to Sinar Mas. The company then announced on 13
April that its chairman had written to Greenpeace to call for a ‘moratorium on the destruction of
rainforests’ and to work together in achieving this goal. In May 2010, Nestlé joined the Roundtable
for Sustainable Palm Oil, a partnership of companies and other parties aimed at eliminating
unsustainable production. The company also moved ahead with its target of only sourcing certified
palm oil by 2015 and had conducted an in-depth analysis of its supply chain to ensure transparency
and report on its progress. The company chose The Forest Trust (TFT) as a credible external partner
that would audit and certify the sustainability of its palm oil suppliers.

A year later, Nestlé also added the new post of Global Head of Digital and Social Media to its
corporate communication team. The incumbent in the role, Peter Blackshaw, set up a ‘digital
acceleration team’ as part of Nestlé’s efforts to monitor social media sentiment 24 hours a day. When
issues connected to Nestlé emerge in social media, the team coordinates internally with the relevant
departments but also externally with suppliers, campaigners and consumers, to work out a response.
In addition, Nestlé’s executives from around the world are made aware of the team’s efforts and
achievements, and are able to visit the team at its base in Switzerland to learn about managing social
media communications. In the end, Nestlé realized that engaging with its critics was more effective
than trying to control and shut down discussion on social media.

Questions for Reflection

Reflect on the role of content communities and social networking sites, as social media, in terms
of how the initial Greenpeace campaign escalated into a full-blown crisis for Nestlé.

How would you characterize the initial response from Nestlé to the emerging crisis and to its
critics, and should the company have taken a different approach instead?

Source: Informed by www.ft.com/intl/cms/s/0/90dbff8a-3aea-11e2-b3f0-00144feabdc0.html; and

www.independent.co.uk/environment/green-living/online-protest-drives-nestl-to-environmentally-
friendly-palm-0il-1976443.html, sites last accessed 2 October 2019.
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3.5 Chapter Summary

In this chapter, we have provided an overview of the changing media
environment of corporate communication. The chapter started by setting the
scene for developments around social media. We then provided a classification
of social media that puts the characteristics of each medium in perspective and
highlights their potential use as part of corporate communication. The chapter
ended by summarizing the practical benefits of using social media as part of
corporate communication.

Discussion Questions

Think of a number of high-profile cases where social media were used either effectively or
ineffectively by organizations. What, in your opinion, were the key conditions that made it a success,
or in fact less so?

The new media landscape is changing the production and dissemination of corporate content,
including news coverage on corporate organizations. What are the main challenges in this respect for
organizations and what can communication practitioners do in response?
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Conceptual Foundations

In Part 2, we explore the basic concepts that are used in corporate
communication and provide the theoretical background to the management of
corporate communication in practice. Subjects that are addressed include the
concept of stakeholders, models for stakeholder communication and
engagement, the importance of an organization’s corporate identity, image and
reputation, and corporate branding.

After reading Part 2, the reader should be familiar with the basic vocabulary and
theoretical concepts in corporate communication and understand the importance
of stakeholder communication for contemporary organizations.



Stakeholder Management and
Communication

Chapter Overview

The management of relationships with stakeholders is, both in theory and practice, one of the
main purposes of corporate communication. The chapter starts with an introduction to the
concept of stakeholders, followed by an overview of different management and communication
models that organizations use to communicate and engage with their stakeholders.

4.1 Introduction

Contemporary organizations increasingly realize that they need to communicate
with their stakeholders to develop and protect their reputations. The significance
of stakeholder management partly came about because of pressures from
governments and the international community promoting the stakeholder
perspective. A range of stakeholder initiatives and schemes have sprung up in
recent years at the industry, national and transnational levels, including the UN
Global Compact Initiative, the Global Reporting Initiative, the World Bank’s
Business Partners for Development and the OECD’s Guidelines for
Multinational Companies. These initiatives and schemes emphasize the wider
responsibilities of organizations to all stakeholders and society at large.
Stakeholder management, more than any other subject in business, has profound
implications for corporate communication. It requires that managers think
strategically about their business overall and about how they can effectively
communicate with stakeholders, including customers, investors, employees and
members of the communities in which the organization resides.

The chapter outlines how stakeholder management developed, as well as how
that theory can be used to establish communication strategies for organizations.
Managers of many corporate organizations realize that, now more than ever,
they need to listen to and communicate with a whole range of stakeholder groups
to build and maintain the reputation of their companies. We begin the chapter
with an explanation of the basic theory behind stakeholder management and then
make a link with corporate communication and the use of stakeholder theory in
practice.



4.2 Stakeholder Management

Theoretically, the now widespread adoption of the stakeholder perspective in
business marks a move away from a neo-classical economic theory of
organizations to a socio-economic theory. The neo-classical economic theory
suggests that the purpose of organizations is to make profits in their
accountability to themselves and to shareholders, and that only by doing so can

business contribute to wealth for itself as well as society at large.l The socio-
economic theory suggests, in contrast, that the question of ‘who counts’ extends
to other groups besides shareholders who are considered to be important for the
continuity of the organization and the welfare of society. This distinction
between a conventional neo-classical perspective and a socio-economic or
stakeholder perspective on the management of organizations is highlighted by

the contrasting models displayed in Figures 4.1 and 4.2.2

In Figure 4.1, the organization is the centre of the economy, where investors,
suppliers and employees are depicted as contributing inputs (such as
investments, resources, labour), which the ‘black box’ of the organization
transforms into outputs for the benefit of customers. Each contributor of inputs is
rewarded with appropriate compensation, and, as a result of competition
throughout the system, the bulk of the benefits will go to the customers. It is
important to note that in this ‘input—output’ model, power lies with the
organization, on which the other parties are dependent, and that the interest of
these other parties and their relationship to the organization are only financial.

The stakeholder model (Figure 4.2) contrasts with the input—output model.
Stakeholder management assumes that all persons or groups who hold legitimate
interests in an organization do so to obtain benefits, and there is, in principle, no
priority for one set of interests and benefits over another. Hence, the arrows
between the organization and its stakeholders run in both directions. All those
groups which have a legitimate ‘stake’ in the organization, whether purely
financial, market-based or otherwise, are recognized, and the relationship of the
organization with these groups is not linear but one of interdependency. In other
words, instead of considering organizations as immune to government or public
opinion, the stakeholder management model recognizes the mutual dependencies
between organizations and various stakeholder groups — groups that are affected
by the operations of the organization, but can equally affect the organization, its
operations and performance.



The picture that emerges from the stakeholder perspective is far more complex
and dynamic than the input—output model of strategic management that preceded
it. More individuals and groups with legitimate interests in the organization are
recognized and accounted for, and these individuals and groups all need to be
considered, communicated with and possibly accommodated by the organization
to sustain its financial performance and to secure continued acceptance for its
operations. One significant feature of the stakeholder model is that it suggests
that an organization needs to be considered ‘legitimate’ by both ‘market’ and
‘non-market’ stakeholder groups. This notion of legitimacy stretches beyond
financial accountability to include accountability for the firm’s performance in
social and environmental terms.

Framing accountability through this concept of legitimacy also means that
organizations engage with stakeholders not just for instrumental reasons but also
for normative reasons. Instrumental reasons point to a connection between
stakeholder management and corporate performance. Stakeholder management
may lead to increases in revenues and reductions in costs and risks as it increases
transactions with stakeholders (e.g. more sales or more investments) or as a
reputational buffer is created for crises or potentially damaging litigation.
Normative reasons appeal to underlying concepts such as individual or group
‘rights’, ‘social contracts’, morality, and so on. From a normative perspective,
stakeholders are persons or groups with legitimate interests in aspects of
corporate activity; and they are identified by this interest, whether the
corporation has any direct economic interest in them or not. The interests of all
stakeholders are, in effect, seen as being of some intrinsic value to the
organization, in this view. That is, each group of stakeholders merits
consideration for its own sake and not merely because of its ability to further the
interests of some other group, such as the shareholders.

Instrumental or normative reasons for engaging with stakeholders, however,
often converge in practice, as social and economic objectives are not mutually
exclusive and as ‘doing good’ for one stakeholder group delivers reputational
returns which are easily carried over and may impact the views of other
stakeholder groups. So, whilst communication with a particular stakeholder
group may have been started for normative, even altruistic reasons — to be a
‘good corporate citizen’ as an end in itself, so to speak — the gains that this
delivers in terms of employee morale, reputation, and so on, are often
considerable and clearly of instrumental value to the organization.
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Figure 4.2 Stakeholder model of strategic management

4.3 The Nature of Stakes and Stakeholders

Having sketched out some of the theoretical background to stakeholder
management, it is helpful to devote a bit more space to discussing the concepts
of ‘stake’ and ‘stakeholder’. The standard definition of a stakeholder is the one
provided by Edward Freeman: ‘A stakeholder is any group or individual who
can affect or is affected by the achievement of the organization’s purpose and

objectives.’3

A stake, which is central to this definition and to the notion of stakeholder in



general, can be described as ‘an interest or a share in an undertaking, [that] can
range from simply an interest in an undertaking at one extreme to a legal claim

of ownership at the other extreme’.# The content of stakes that are held by
different persons and groups is varied and based on the specific interests of these
individuals or groups in the organization. Special interest groups and NGOs, for
example, may demand ever higher levels of ‘corporate social responsibility’
from an organization. Investors, for their part, may apply relentless pressure on
that same organization to maximize short-term profits. Stakes of different
individuals and groups are thus varied and may be at odds with one another,
putting pressure on the organization to balance stakeholder interests.

Edward Freeman was amongst the first to offer a classification of all those
groups who hold a stake in the organization. In his classic book, Strategic
Management: A Stakeholder Approach, Freeman considered three types of
stakes: equity stakes, economic or market stakes, and influencer stakes. Equity
stakes, in Freeman’s terminology, are held by those who have some direct
‘ownership’ of the organization, such as shareholders, directors or minority
interest owners. Economic or market stakes are held by those who have an
economic interest, but not an ownership interest, in the organization, such as
employees, customers, suppliers and competitors. Finally, influencer stakes are
held by those who do not have either an ownership or economic interest in the
actions of the organization, but who have interests as consumer advocates,
environmental groups, trade organizations and government agencies. By
considering these types of stakes, Freeman specified the nature of stakes in terms
of the interest of various groups in the organization — whether this interest is
primarily economic or moral in nature — and whether this interest is bound in
some form through a contract or (moral) obligation.

One standard way of looking at stakes is indeed to assess whether the interest of
a person or group in an organization is primarily economic or moral in nature. In
this respect, Clarkson suggests thinking of primary and secondary groups of
stakeholders, with primary groups being those groups that are important for

financial transactions and necessary for an organization to survive.2 In short, in
Clarkson’s view, a primary stakeholder group is one without whose continuing
participation the organization cannot survive. Secondary stakeholder groups are
defined as those who generally influence or affect, or are influenced or affected
by, the organization, but they are not engaged in financial transactions with the
organization and are not essential for its survival in strictly economic terms.
Media and a wide range of special interest groups fall within this secondary



group of stakeholders. These secondary stakeholders do, however, have a moral
or normative interest in the organization and have the capacity to mobilize public
opinion in favour of, or against, a corporation’s performance, as demonstrated in
the cases of the recall of the Tylenol product by Johnson & Johnson (favourable)
and the Exxon Valdez oil spill (unfavourable).

A second way of viewing stakes is to consider whether stakeholder ties with an
organization are established through some form of contract or formal agreement,
or not. Charkham talked about two broad classes of stakeholders in this respect:

contractual and community stakeholders.® Contractual stakeholders are those
groups who have some form of legal relationship with the organization for the
exchange of goods or services. Community stakeholders involve those groups
whose relationship with the organization is non-contractual and more diffuse,
although their relationship is nonetheless real in terms of its impact. Contractual
groups, including customers, employees and suppliers, are formally tied to an
organization because they have entered into some form of contract; the nature of
their interest is often economic in providing services or extracting resources
from the organization (Table 4.1). Community stakeholders, on the other hand,
are not contractually bound to an organization. This includes groups such as the
government, regulatory agencies, trade associations and the media, who are
nonetheless important in providing the authority for an organization to function,
setting the general rules and regulations by which activities are carried out, and
monitoring and publicly evaluating the conduct of business operations.

In summary, the notion of having a legitimate stake in an organization is rather
‘inclusive’ and ranges from economic to moral interests, and from formal,
binding relationships as the basis of a stake to more diffuse and loose ties with
the organization. This ‘inclusiveness’ implies that organizations ideally
communicate and engage with all of their stakeholders. A particular way in
which this ‘inclusive’ nature of the stakeholder concept is shown is in corporate
social responsibility (CSR) initiatives that have been adopted by many
organizations in recent years. These initiatives are a direct outcome of the shift
from an ‘input-output’ model to a stakeholder model of strategic management
(Figures 4.1 and 4.2). CSR includes philanthropy, community involvement and
ethical and environmentally friendly business practices. The drive for CSR came
with recognition of the need for business to deliver wider societal value beyond
shareholder and market value alone (see Chapter 14).

Table 4.1



TABLE 4.1 Contractual and community stakeholders

Contractual stakeholders Community stakeholders
Customers Consumers

Employees Regulators

Distributors Government

Suppliers Media

Shareholders Local communities
Lenders Pressure groups

4.4 Stakeholder Communication

The stakeholder model of the organization suggests that the various stakeholders
of the organization need to be identified and that they must be addressed
according to the stake that they hold. In practice, this comes down to providing
stakeholders with the type of information about the company’s operations that
they have an interest in. Financial investors and shareholders, for instance, will
need to be provided with financial information concerning the organization’s
strategy and operations (e.g. through annual reports and shareholder meetings),
whilst customers and prospects need to be supplied with information about
products and services (e.g. through advertising, sales promotions and in-store
communication). Each of these stakeholder groups, on the basis of the stake(s)
that an individual holds in an organization, looks for and is interested in certain
aspects of the company’s operations. Whilst the interests of stakeholders are
intricately varied, and, at times, even at odds with one another (e.g. staff
redundancies are a blow to the workforce, but may be favoured by shareholders
and investors who have an interest in the financial strength and continuity of the
firm), it is important that an organization provides each stakeholder group with
specific information and builds a strong reputation across exchanges with all of
these stakeholders.

In order to do so, managers and communication practitioners typically start by
identifying and analysing the organization’s stakeholders, their influence and
interest in the organization. In this way, they have a clearer idea what the
information needs of stakeholders are, what specific positions they have on an
issue or in relation to a corporate activity, and what kind of communication
strategy can to be used to maintain support or counter opposition. A basic form
of stakeholder identification analysis involves answering the following questions
that capture the essential information for effective stakeholder communication:



e Who are the organization’s stakeholders?

e What are their stakes?

e What opportunities and challenges are presented to the organization in
relation to these stakeholders?

e What responsibilities (economic, legal, ethical and philanthropic) does the
organization have to all its stakeholders?

¢ In what way can the organization best communicate with and respond to
these stakeholders and address these stakeholder challenges and
opportunities?

A similar approach is to use a map or model to identify and position stakeholders
in terms of their influence on the organization’s operations or in terms of their
stance on a particular issue related to the organization. There are two general
mapping devices or tools that managers and communication practitioners can use
for this task: the stakeholder salience model and the power—interest matrix. Both
mapping devices enhance practitioners’ knowledge of stakeholders and their
influence, and enable them to plan appropriate communication strategies. Such
mapping exercises should be carried out on an ongoing basis, but can also be
performed in relation to issues or corporate decisions at a particular point in
time.

Stakeholder salience model

In this model, stakeholders are identified and classified based on their salience to
the organization. Salience is defined as how visible or prominent a stakeholder is
to an organization based on the stakeholder possessing one or more of three
attributes: power, legitimacy and urgency. The central idea behind the model is
that the more salient or prominent stakeholders have priority and therefore need
to be actively communicated with. Lesser or hardly salient stakeholders have
less priority and it is less important for an organization to communicate with
them on an ongoing basis.

The first step of the model is to classify and prioritize stakeholders according to
the presence or absence of the three key attributes: power (the power of the
stakeholder group upon an organization); legitimacy (the legitimacy of the claim
laid upon the organization by the stakeholder group); and urgency (the degree to

which stakeholder claims call for immediate action).Z Together, these three
attributes form seven different types of stakeholders, as shown in Figure 4.3.



The three stakeholder groups on the edges of Figure 4.3 are classified as latent
stakeholder groups which are groups possessing only one attribute:

Dormant stakeholders: those who have the power to impose their will on
others, but because they do not have a legitimate relationship or an urgent
claim, their power remains dormant. Examples of dormant stakeholders are
those who wield power by being able to spend a lot of money or by
commanding the attention of the news media. Dormant stakeholders, such
as prospective customers, however, have little or no interaction with the
organization. But because of their potential to acquire a second attribute
(urgency or legitimacy), practitioners should be aware of such stakeholders
and their potential impact on the organization.

Discretionary stakeholders: those who possess legitimate claims based on
interactions with an organization but who have no power to influence the
organization, nor any urgent claims. Recipients of corporate charity, for
instance, fall within this group.

Demanding stakeholders: those who have urgent claims, but neither the
power nor legitimacy to enforce them. These groups can therefore be
bothersome but do not warrant serious attention from communication
practitioners. That is, where stakeholders are unable or unwilling to acquire
either the power or the legitimacy necessary to move their claim to a more
salient status, the ‘noise’ of urgency is insufficient to move a stakeholder
claim beyond latency. For example, a lone demonstrator who camps near a
company’s site might be embarrassing to the company or a nuisance to
employees and managers of an organization, but the claims of the
demonstrator will typically remain unconsidered.

Three further groups are considered and classified as expectant stakeholders and
are groups with two attributes present:

Dominant stakeholders: those who have both powerful and legitimate
claims, giving them a strong influence on the organization. Examples
include stakeholder groups who regularly transact with or have strong
binding relationships with organizations such as employees, customers,
owners and significant (institutional) investors in the organization. They
have power because there is always the possibility that they may decide to
withhold their investment or labour, for example.

Dangerous stakeholders: those who have power and urgent claims, but lack
legitimacy. They are seen as dangerous as they may resort to coercion and



even violence. Examples of unlawful, yet common, attempts at using
coercive means to advance stakeholder claims (which may or may not be
legitimate) are wildcat strikes, employee sabotage and terrorism.
Dependent stakeholders: those who lack power, but who have urgent,
legitimate claims. They rely on others for the power to carry out their will,
at times through the advocacy of other stakeholders. Local residents of a
community in which a plant of a large corporation is based, for instance,
often rely on lobby groups, the media or another form of political
representation to have their concerns voiced and considered by a company.

The seventh and final type of stakeholder group that can be identified is:

Definitive stakeholders: those who have legitimacy, power and urgency. In
other words, definitive stakeholders are powerful and legitimate
stakeholders who, by definition, need to be communicated with. When the
claim of a definitive stakeholder is urgent, communication practitioners and
other managers have a responsibility to give it priority and attention.
Shareholders, for example, who are normally classified as dominant
stakeholders, can become active when they feel that their legitimate
interests are not being served by the managers of the company in which
they hold stock, and then they effectively act as definitive stakeholders.
When the actions of such powerful shareholders may, for example, imply
the removal of senior executives, communication practitioners and
managers of the organization urgently need to attend to their concerns.

Once all the organization’s stakeholders have been classified according to their
salience, communication practitioners will have an overview of which
stakeholder groups require attention and need to be communicated with. Based
on the classification, they can develop communication strategies to most
appropriately deal with each stakeholder. For example, dominant and definitive
stakeholders of the organization, such as employees, customers and
shareholders, need to be communicated with on an ongoing basis. Most
organizations have ongoing communication programmes for these stakeholders,
including newsletters, corporate events and an intranet for employees,
advertising and promotional campaigns for customers and financial reports,
investor briefings and the annual general meeting for shareholders. In addition,
many organizations will often communicate directly with members of the local
communities in which they operate (dependent stakeholders), and will respond
to dangerous stakeholders if the actions of those stakeholders affect others,



including the company’s employees. Organizations typically do not
communicate on an ongoing basis with latent stakeholder groups, including
dormant, demanding and discretionary stakeholders.

The stakeholder salience model is a useful diagnostic tool for communication
practitioners. They often use the tool on an ongoing basis, in recognition of the
fact that the classification of stakeholder groups is not given once and for all.
Because of changes in public opinion, market environments, or because of a
particular crisis for the organization, stakeholder groups may ‘move’ in the
classification and may accordingly become more or less salient, and thus more
or less important for communication.

POWER LEGITIMACY
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Figure 4.3 Stakeholder salience model

The power—interest matrix

A second mapping device is based on the same principles as the stakeholder
salience model. The general objective is to categorize stakeholders on the basis



of the power they possess and the extent to which they are likely to have, or
show, an interest in the organization’s activities. Practitioners would estimate
stakeholders on these two variables and plot the location of the stakeholders in
the matrix. Figure 4.4 displays these variables and the four cells in which

stakeholders can be located.2
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Figure 4.4 The power—interest matrix

Similar to the stakeholder salience model, the idea again is that communication
practitioners can formulate appropriate communication strategies on the basis of
identifying and categorizing stakeholders. In particular, the reaction or position
of ‘key players’ (quadrant D) towards the organization’s decisions and
operations, must be given key consideration. They need to be constantly
communicated with. Similarly, those with a high level of interest in the
organization but with a low level of power or influence (quadrant B) need to be
kept informed of the organization, so that they remain committed to the
organization and may spread positive word-of-mouth to others. Stakeholders in
quadrant C are the most challenging to maintain relationships with as, despite
their lack of interest in general, these stakeholders might exercise their power in
reaction to a particular decision or corporate activity. Practitioners should also



remain sensitive to the possible movement ot stakeholders trom one quadrant to
another when, for example, levels of interest in the organization change.

Both mapping devices provide an overview and ordering of the importance and
influence of particular stakeholders to an organization in general terms. Based on
this ordering, organizations know how intensely they need to communicate with
particular groups and also often already have a sense of what the key messages
should be. In other words, these mappings give an insight into whether
stakeholders should only be kept informed of decisions of the organization or its
stance on a particular issue, or instead whether stakeholders should be actively
listened to and communicated with on an ongoing basis. In broad terms, those
stakeholders who are salient or have a powerful interest in the organization need
to be communicated with so that they continue to support the organization.
Important stakeholders such as customers, employees, suppliers and
shareholders in any case need to be listened to and may also need to be actively
considered in the choices and decisions that an organization makes. Figure 4.5
displays these differences between a strategy of simply providing information or
disseminating information with stakeholders in order to raise their awareness, on
the one hand, versus a strategy of actively communicating with stakeholders and

incorporating them in the organization’s decision-making, on the other.
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Figure 4.5 Stakeholder communication: from awareness to commitment

An informational strategy is simply a strategy of informing someone about
something. Press releases, newsletters and reports on a company website are
often simply meant to make information available about the organization to its
stakeholders. Such a strategy may create awareness of organizational decisions
and may also contribute to a degree of understanding of the reasons for these
decisions. A second strategy that organizations may use is a persuasive strategy
whereby an organization, through campaigns, meetings and discussions with
stakeholders, tries to change and tune the knowledge, attitude and behaviour of
stakeholders in a way that is favourable to the organization. Corporate
advertising and educational campaigns, for example, are often used to create a
favourable image for the organization and to ‘sell’ a particular kind of



understanding of the organization’s decisions, its corporate values and its
products and services. A third strategy that organizations may use is a dialogue
strategy in which both parties (organizations and stakeholders) mutually engage
in an exchange of ideas and opinions. A dialogue strategy involves the active
consultation of stakeholders and, at times, even the incorporation of important
stakeholders into the organization’s decision-making. It involves working
towards a process of mutual understanding and mutual decisions rather than
strategic self-interest on the part of the organization. As Figure 4.5 highlights,
there is a difference, however, within this strategy between an approach of
involving stakeholders, soliciting their input and feedback through, for example,
social media conversations, and one of engaging stakeholders to get their
ongoing commitment through, for example, joint partnerships (see also Chapter
13). The strategy of joint partnerships of an organization with key stakeholders,
such as customers or suppliers, is the most intensive form of communication and
reflects situations where the two sides share mutual interests and are strongly
committed to one another.

The use of each of these strategies will depend on the salience and power interest
of a stakeholder group and the need for active engagement with stakeholders to
build long-term relationships with them and to provide them with opportunities
to connect with the organization. To give an example, when powerful
institutional shareholders challenge a company’s executive payment and reward
scheme, they become definitive stakeholders who not only need to be actively
communicated with, but ideally would also, at the very least, be consulted in
future decisions about such matters (a dialogue strategy).

This is exactly the scenario that BP faced in April 2016, when 59 per cent of its
shareholders revolted against a £14 million pay package for its CEO in a year in
which the company recorded significant financial losses and cut thousands of
jobs. BP had tabled the pay package at its annual general meeting and had
informed shareholders about it beforehand in its annual report. The shareholder
revolt, however, indicated that BP would have been wise to seek active
consultation earlier. In the wake of the criticism, the company’s chairman said
that BP would now solicit advice from its shareholders: ‘Let me be clear. We
hear you. We will sit down with our largest shareholders to make sure we
understand their concerns and return to seek your support for a renewed policy’,
he said.

Schematically, these three strategies have been described as a one-way



symmetrical model of communication (informational strategy), a two-way
asymmetrical model of communication (persuasive strategy) and a two-way
symmetrical model of communication (a dialogue strategy), as shown in Figure
4.6.
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Figure 4.6 Models of organization—stakeholder communication

In the first model, communication is always one-way, from the organization to
its stakeholders. There is no listening to stakeholders or an attempt to gather
feedback in this model. The aim is simply to make information available to
stakeholders. However, the relationship between the organization and its
stakeholders is still ‘symmetrical’. This means that communication practitioners
aim to report, objectively, information about the organization to relevant
stakeholders and do not try to persuade their stakeholders regarding particular
understandings, attitudes or behaviour. In other words, there is no explicit
persuasive intent on the part of the practitioners which is labelled an
‘asymmetrical’ relationship between an organization and its stakeholders, as that
would involve a situation where the interests of the organization are emphasized
at the expense of the interests of its stakeholders. In the second model,
communication flows between an organization and its stakeholders and is thus
labelled two-way communication. For example, an organization may gather
feedback from stakeholders on how the organization is being perceived and
understood. However, the two-way asymmetrical model is ‘asymmetrical’



because the effects of communication are unbalanced in favour of the
organization. The organization does not change as a result of communicating
with its stakeholders; instead, it only attempts to change stakeholders’ attitudes
and behaviour. The third model, the two-way symmetrical model, consists of a
dialogue rather than a monologue. Communication again flows both ways
between an organization and its stakeholders, but, unlike the previous model, the
goal is to exchange views and to reach mutual understanding between the
parties. Both parties recognize the ‘other’ in the communication process and try
to provide each other with equal opportunities for expression and for a free

exchange of information.2 British American Tobacco (Case Example 4.1) is an
example of a company that has engaged with stakeholders on a whole range of
social and environmental issues within its supply chain and in the marketing of
its products.

Case Example 4.1 British American Tobacco (BAT) and
Stakeholder Dialogue

British American Tobacco (BAT) is the world’s most international tobacco group, with brands sold in
more than 180 markets. The company is amongst the most profitable corporations in the world,
delivering exceptional value to shareholders. Over the past ten years, for example, shareholders
received a total return of 486 per cent on their investments, compared to 3 per cent for the 100 top
listed corporations in London (the FTSE 100) as a whole. BAT’s strategy is firmly focused on
growing the business towards a strategic vision of gaining overall leadership in the global tobacco
industry. The company recognizes that realizing its vision is, at least in part, dependent on effectively
managing stakeholder relationships. BAT’s products pose significant health risks for individual
consumers, which in turn affect the provision and cost of healthcare in countries around the world.
The company has been criticized for this, with many advocacy groups calling for an outright
prohibition on smoking.

BAT itself takes a different ethical stance; the company recognizes that its products pose risks to
health, but it constantly emphasizes that these products are legal, that calls for prohibition are
exceptionally rare and that about a billion adults globally choose to smoke. In other words, their
social responsibility does not extend to the responsible choices made by adults, or indeed the public
costs associated with these choices. Instead, the company’s corporate social responsibility efforts are
aimed at improving its overall standards of business conduct, and it has adopted ‘a responsible
approach to doing business from crop to consumer’. As part of this approach, the company is working
on the elimination of child labour in the industry, provides support for leaf-growing communities, is
tackling illicit trade, is advancing sustainable farming practices for the farmers the company works
with, and is curbing carbon emissions. Whilst BAT does not actively campaign on the risks of
smoking, its websites contain information on these risks. Corporate communication staff have also set
up a dialogue forum with key stakeholders on social and environmental issues connected to the
business. The feedback gained from stakeholders is used to set progressive targets on its social and



environmental reporting. It also gives the company an insight into what stakeholders believe are the
most contentious topics. In response, BAT has acted on a number of these topics, resulting in the
development of youth smoking prevention programmes and investment in the development of
cigarettes with reduced toxicants that are less harmful to consumers. Every year, BAT also produces a
sustainability report, recording its progress on fostering sustainable agriculture and farmer livelihoods
and on minimizing the environmental impacts of its business operations. This continued focus on
sustainability and reporting has led to external recognition of the company’s leadership position in a
controversial industry, including being listed as part of the Dow Jones Sustainability Index for 17
consecutive years.

Since 2013, the company has been changing its approach to social and environmental reporting.
Instead of an annual comprehensive sustainability report, corporate communication staff will now
produce shorter, more focused sustainability communications throughout the year. One part of this
approach involves producing and disseminating periodic issue-specific reports to provide
stakeholders with more in-depth information on the topics that are of most interest to them, and in
this way foster a dialogue with them about these issues and the company’s progress on them.

Question for reflection

Consider the stakeholder communication strategy (Figure 4.5) of BAT in relation to social and
environmental issues. Is this the right strategy, or do you think an alternative strategy would have
been better or more sufficient?

Each of these different strategies also requires different media or channels to
communicate with stakeholders. Communication media or channels such as
reports, adverts and face-to-face communication vary based on their capacity to
process and channel ‘rich’ exchanges. A ‘rich’ exchange involves the ability to
provide immediate feedback between the two parties, the ability to personalize
and adapt messages based on responses, and the ability to express and articulate

a message in different ways.1Y Media that facilitate such ‘rich’ exchanges are
central to a dialogue strategy and, to some extent, also feature in a persuasive
strategy. These include face-to-face consultations and meetings, social media
such as Facebook and Twitter and personalized documents such as letters or
memos. Media that are less able to facilitate ‘rich’ exchanges, such as
impersonal written documents (e.g. a financial report) or print or TV adverts, are
associated with an informational strategy where there is no need for the
stakeholder to directly respond to the message. Face-to-face communication (or
its simulated virtual equivalent, such as Facebook or Twitter) is the richest
medium because it allows immediate feedback so that interpretations can be
checked and subsequent communication can be adjusted. ‘Rich’ media are also
useful for discussing ambiguous, sensitive, controversial or complex issues with
stakeholders of the organization in order to overcome different frames of
reference. Media of low ‘richness’ restrict immediate feedback and are therefore



less appropriate for resolving ambiguous, sensitive, controversial or complex
issues. However, an important point is that media of low richness are effective
for reporting well-understood messages and standard data (such as, for example,
reporting on financial performance).

4.5 Stakeholder Engagement

In recent years, communication practitioners have increasingly realized the
importance of engaging with stakeholders directly to further understanding
around specific issues, to strengthen the goodwill and reputation of the
organization, and to generally build more long-term and lasting relationships.
Rather than focusing on a single instance of communication or of exchanging
goods, they see the opportunities in changing the very nature of the relationship
between the organization and its stakeholders from ‘management’ to
‘collaboration’ and from ‘exchange’ to ‘engagement’. This development brings
with it a shift in thinking about stakeholders as being managed by and for the
benefit of corporate organizations (managing ‘of’ stakeholders) to the idea of
developing mutually supportive and lasting relationships (managing ‘for’
stakeholders). ‘Engagement’ implies a two-way symmetrical model of dialogue
and consultation through which communication practitioners build stakeholder
relationships that are reciprocal, evolving and mutually defined, and that are a

source of opportunity and competitive advantage 1!

A summary of this change in focus is given in Table 4.2. The ‘old’ approach of
stakeholder management consists of different practitioners and departments in
the organization ‘managing’ interactions with stakeholders, often from the
perspective of their own function or department. Another characteristic of the
‘old’ approach is the attempt to ‘buffer’ the claims and interests of stakeholders
to prevent them from interfering with internal operations and instead trying to
influence their attitudes and opinions. In this approach, in line with a persuasion
strategy, an organization is trying either to insulate itself from external
interference or to actively influence stakeholders in its environment through such
means as contributions to political action committees, lobbying and corporate
advertising. The ‘new’ approach of stakeholder engagement, in contrast,
involves an emphasis on stakeholder relationships across the organization. The
aim here is to build long-term relationships, or ‘partnerships’, and to seek out
those stakeholders who are interested in more direct engagement and possibly
collaboration. The ‘new’ approach is more in line with a dialogue strategy, with



its emphasis on ‘bridging’ stakeholder claims and interests. Bridging occurs
when organizations seek to adapt their activities so that they conform to the
external interests and expectations of important stakeholder groups. This
suggests that an organization actively tries to meet and exceed the regulatory
requirements in its industry and goes out of its way to meet its stakeholders’
expectations.

Table 4.2

TABLE 4.2 Characteristics of the ‘old’ and 'new' approaches to organization-
stakeholder relationships

Stakeholder management Stakeholder engagement
Fragmented amongst various departments Integrated management approach
Focus on managing relationships Focus on building relationships

Emphasis on ‘buffering” the organization from Emphasis on ‘bridging’ and creating
stakeholders interfering with internal operations  opportunities and mutual benefits

Linked to short-term business goals Linked to long-term business goals

Idiosyncratic implementation dependent on a Coherent approach driven by mission, values and
department’s interests and the personal style of  corporate strategies

the manager

There are many examples of this change in approach to organization—stakeholder
relationships. For example, many leading brands, such as Saab, LEGO and
Harley Davidson, now involve their customers in long-term relationships by
incorporating them in their internal research and development (R&D) processes
and through participation in branded online communities. Another good example
is the way in which Starbucks has moved from an arm’s-length relationship with
key stakeholders to a direct dialogue through social networking sites that allows
key stakeholders to influence the direction of the company (Case Study 4.1). Yet
another example is the way in which Novo Nordisk, a pharmaceutical
manufacturer of insulin, uses Twitter to provide a discussion forum for diabetes
care and to openly discuss its sustainability initiatives. These channels provide
Novo Nordisk with a personal and direct way of communicating with interested
stakeholders, and the company also uses these channels as a platform for
actively listening to suggestions and responses from stakeholders. An important
rule within Novo Nordisk is that these Twitter feeds cannot mention products
directly or indirectly, and are thus sheltered from marketing influence so as to
ensure an open dialogue with diabetes sufferers, healthcare professionals and
others interested in the broader cause.

The degree to which companies generally engage with all of their stakeholders,



and particularly non-market groups such as local communities, interest groups
and social movements, varies, however, between sectors and industries. One
important driver of such differences is the dominant logic of senior managers in

an organization. Recent research12 demonstrates that managers may collectively
conceptualize the firm’s relationship with the broader society in three distinct
ways and this in turn determines how the company engages with stakeholders. A
dominant logic is a collective cognitive construct that reflects how top managers
conceptualize their business, and which they enact and reinforce through the
decisions, strategies and actions taken towards stakeholders.

First of all, their default logic may be one of a strict commercial logic, where
economic considerations, such as profit, growth and efficiency, are paramount,
and where social value and actively collaborating with stakeholders are seen to
come at the expense of economic returns. Second, the logic of senior managers
may be one of collaboration for competitive gain, where companies collaborate
with stakeholders to create value and, in doing so, gain competitive advantage,
reputation and a capacity for innovation. Compared to the strict firm-centric
commercial logic, this logic recognizes, to a much greater extent, the
interconnections with various stakeholder groups in society, and it tends to
involve interactions and relationship building beyond single transactions. The
third and most ‘extended’ conceptualization is one of social value creation, not
only for the corporate organization but also for other actors and groups in
society. This final logic is — compared to the other two — the most complex for
managers to work out, as it requires that they actively think through the
bidirectional and positive links between social and economic value and
recognize the interdependence between the wellbeing of the organization and

that of society. The emphasis, in other words, is on ‘joint value creation’.13 This
logic of joint or social value creation is, however, generally more taxing for
managers than thinking in terms of a more straightforward commercial logic.

The dominant logic is thus an important driver as it directs attention to particular
stakeholders and how companies choose to engage (or not) with them. In some
senses, the enactment of the logic through decisions, actions and communication
makes it a self-fulfilling prophecy in that those actions, once they are taken,
reinforce the overall logic. Managers in turn then become further convinced of
their business model. For managers, at the outset there is also no way of
determining whether the strict commercial logic is more likely to lead to
competitive gain than the more stakeholder-oriented logics. Whilst collaborating
with stakeholders means that companies devote time and resources to them, and



possibly away from economic production, it may unlock additional potential for
value creation. The key here is that when companies develop trusting
relationships with stakeholders, these stakeholders are more likely to share
nuanced information that can spur innovation and allow the company to better
deal with changes in the environment. In such circumstances, stakeholders are
also more likely to reciprocate and continue to transact with organizations. They
may even become advocates for the organization who, through word-of-mouth
and peer-to-peer influence, communicate favourably about the company to
others. This information sharing, reciprocity and advocacy lead to direct
competitive gains, which are gains that are sustainable because of the strong ties

that companies have established with stakeholders.14 One clear caution
associated with this analysis, however, is that for competitive advantage to be
achieved, the benefits of engaging with stakeholders must generally exceed the
costs. The costs of stakeholder engagement include the time that managers spend
on communicating and managing relationships with stakeholders, as well as the
direct allocation of other resources to them. It is possible that a company
allocates too much time and resources to stakeholder engagement. Also, those
managers and companies who desire to create social value may end up allocating
too many resources to stakeholders directly, and may as such be ‘giving away
the store’ to stakeholders. In other words, the crux for managers is to
conceptualize a sufficiently detailed logic on how the company engages
stakeholders, and to ensure that the appropriate amount of time, resources and
dedication goes into managing those stakeholder relationships.

Case Study 4.1 Starbucks Coffee Company and Stakeholder
Engagement

Starbucks, generally considered to be the most famous specialty coffee shop chain in the world, today
has over 28,000 stores worldwide. Many analysts have credited Starbucks with having turned coffee
from a commodity into an experience to savour. Starbucks has always felt that the key to its growth
and its business success would lie in a rounded corporate brand identity, a better understanding of its
customers and a store experience that would generate a pull effect through word-of-mouth. Howard
Schultz, Starbucks’ founder and chairman and CEO, had early on in the company’s history
envisioned a retail experience that revolved around high-quality coffee, personalized, knowledgeable
services and sociability. So Starbucks put in place various measures to make this experience
appealing to millions of people and to create a unique identity for Starbucks’ products and stores.

Schultz felt that the equity of the Starbucks brand depended less on advertising and promotion and
more on personal communication, on strong ties with customers and with members of the local
community, and on word-of-mouth. As Schultz put it:



If we want to exceed the trust of our customers, then we first have to build trust with our people.
A brand has to start with the [internal] culture and naturally extend to our customers ... Our
brand is based on the experience that we control in our stores. When a company can create a
relevant, emotional and intimate experience, it builds trust with the customer ... we have
benefited by the fact that our stores are reliable, safe and consistent where people can take a
break.

Stakeholders as Partners

Schultz regarded the baristas, the coffee makers in the stores, as his brand ambassadors and
considered the company’s employees as long-term ‘partners’ in making the company’s strategic
vision a reality. This commitment to employees is also anchored in Starbucks’ mission statement
which, amongst other things, states that the company aims to ‘provide a great work environment and
to treat each other with respect and dignity’.

From its founding onwards, Starbucks has looked on each of its stores as a billboard for the company
and as directly contributing to building the company’s brand and reputation. Each detail has been
scrutinized to enhance the mood and ambience of the store, to make sure everything signals ‘best of
class’ and reflects the personality of the community and the neighbourhood. The company has gone
to great lengths to make sure that the store fixtures, the merchandise displays, the colours, the
artwork, the banners, the music and the aromas all blend to create a consistent, inviting, stimulating
environment that evokes the romance of coffee and signals the company’s passion for coffee.

Just as treating employees as ‘partners’ is one of the pillars of Starbucks’ culture and mission, so is
contributing positively to the communities it serves and to the environment. Each Starbucks store
supports a range of community initiatives and causes, and aims to be a long-term ‘partner’ to the
communities in which it trades. At the community level, Starbucks store managers have discretion to
make financial donations to local causes and to provide coffee for local fund-raisers.

Because of these initiatives, consumers and members of the community in which Starbucks operate
associate the Starbucks brand with coffee, accessible elegance, community, individual expression and
‘a place away from home’. Besides engaging in long-term relationships with customers, employees
and communities, Starbucks is also known for its socially progressive ethos and collaborates with
non-governmental organizations (NGOs) in promoting the production and consumption of ‘fair trade’
coffee. Back in 2000, Global Exchange, an NGO dedicated to promoting environmental, political and
social justice around the world, criticized the company for profiting at the expense of coffee farmers
by paying low prices and not buying fair trade coffee beans. Whilst the company is, at times, still
being criticized for its aggressive tactics in the coffee market, it has tried to collaborate with various
organizations to promote the consumption of fair trade coffee. Starbucks has been an ongoing
contributor to CARE, a worldwide relief and development foundation, specifying that its support
should go to coffee-producing nations. The company also began a partnership in 1998 with
Conservation International, a non-profit organization that promotes biodiversity in coffee-growing
regions, to support producers of shade-grown coffee, which protects the environment.

Managing Stakeholder Issues

Despite its best efforts, however, Starbucks was recently criticized for its poor handling of two big
supply chain and tax issues, which demonstrate the broader challenges for big corporations such as
Starbucks to manage their stakeholder relationships in a balanced and ethical way. The first issue



emerged in March 2007 when Starbucks was accused of attempting to block Ethiopia’s desire to
trademark some of its most famous coffees. Premium coffee is a growing market, and to benefit from
the rising demand the Ethiopian government set out to trademark three coffee-growing regions of the
country associated with its finest beans: Sidamo, Yirgacheffe and Harar. With trademarks, the
country could charge distributors a licensing fee for their use and claim intellectual property rights
over its coffees. The European Union, Japan and Canada all approved the trademark scheme.
Starbucks, however, initially objected to the trademarks and was working with its industry lobbyists
to pressure the US Patent and Trademark Office to turn down Ethiopia’s trademark applications.
Unbeknown to the Ethiopian government, Starbucks had also itself, a year earlier, tried to trademark
Shirkina Sun-Dried Sidamo. Attaining trademark certification would have conferred Starbucks with a
number of benefits, including recognition of the ownership of the trademark and exclusive use of the
brand name, both in the USA as well as potentially (upon registration) abroad.

As a result of Starbucks’ efforts, the Office approved the trademarking of Yirgacheffe but has
continued to refuse the registration of Sidamo and Harar as they refer to generic names for a type of
coffee. The outcome of this decision is directly felt by Ethiopian farmers. Whereas US retailers
generally earn up to $28 per kilogram, farmers were receiving as little as $1 per kilogram (of the
retail price). In the case of Yirgacheffe, the price has, however, increased substantially for Ethiopian
farmers, who now collect up to $4 per kilogram, with estimates that they could secure up to $8 per
kilogram over the coming years.

Oxfam took up Ethiopia’s cause in a media campaign, generating some 70,000 complaints against
Starbucks from consumers and the general public. In response, Starbucks launched a media counter-
offensive, publicly rebuking Ethiopia’s efforts. The company claimed that licensing would be more
appropriate than trademarking the three coffee regions, and argued that ‘the trademark application is
not based on sound economic advice and that the proposal as it stands would hurt Ethiopian coffee
farmers economically’. The active blocking of the Ethiopian government led to a public relations
crisis for Starbucks, with the normally ethically minded company accused of acting tough with one of
the world’s poorest countries.

To defuse the situation, Starbucks agreed a wide-ranging accord with Ethiopia to support and
promote its coffee, ending the dispute over the issue. Starbucks also offered to promote Ethiopia’s
coffees in its stores, regardless of any decision by the US Patent and Trademark Office. The company
furthermore pledged that it was going to build sustainable long-term partnerships with Ethiopian
farmers, but this never materialized and it has focused its efforts since on offering support and
capacity-building services through Farmer Support centres in Africa and the Caribbean. In addition,
the company sponsors Conservation International through cause-related marketing efforts to replant
coffee trees for every bag of coffee sold in one of its stores.

In December 2012, Starbucks found itself in another difficult situation, when it emerged that over the
course of 14 years of trading in the UK the company had paid only £8.6 million in tax and nothing in
the last three years. The reason for this is that despite having revenues of over £3 billion over this
period, the company’s accounting scheme meant that profits were channelled to Ireland and the
Netherlands where these were more favourably taxed. Customers were outraged over the issue. They,
in effect, felt let down by the company and its pledge to care about the communities and societies in
which it operates. David Cameron, the then UK prime minister, also openly criticized Starbucks:
‘Companies need to wake up and smell the coffee, because the customers who buy from them have
had enough.’ In response to the media backlash and the effect it was having on customers, Starbucks
promised a further £20 million as a ‘gift’ for 2013 and 2014 on top of the tax that it legally owed the
British taxman. UK Uncut, a group that protests against corporate tax avoidance in the UK, said that
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stores up and down the country. Politicians also branded the move by Starbucks as ‘odd’ and as a PR
gimmick, in that paying tax is not ‘voluntary’ but a legal requirement. Starbucks admitted in turn that
the degree of hostility and emotion of customers, politicians and the media over the issue had ‘taken
us a bit by surprise’ and that the move was an attempt to rebuild trust with its customers.

Engaging Stakeholders through Social Media

Alongside managing these specific issues, Starbucks uses social media to reach out directly to
stakeholders and to strengthen the brand and community ties around the company. The company has
active strategies for Facebook and Twitter, posting unique feel-good and eye-catching content,
including helpful tips for coffee aficionados, subtle sales messages to its customers and stories of its
community outreach and volunteering events. The company’s social media team also responds
directly on Facebook and Twitter to information requests or comments online and actively seeks out
social media users who mention Starbucks in their own timeline, in either a positive or negative way,
to get in touch with the company for follow-up. In addition, for some time, Starbucks ran the
Starbucks V2V site, which was a social networking site that the company ran up until 2008 where
people were able to connect on global relief causes and community issues. The networking site was
closely connected to the company; many people on the site either worked for Starbucks or were loyal
customers or members of the community. The company directly facilitated the discussion and
supported the identified causes and issues. On another site that is still live
(www.mystarbucksidea.com), people can suggest ideas for products, store experiences and
community involvement. Most of the people on the site are loyal customers and in this way Starbucks
is able to give them a direct voice in the company. Dedicated communication staff ‘listen’ to the ideas
being discussed, provide customers with information on what the company is doing and may help
develop these ideas into action.

Questions for Reflection

Consider the importance for Starbucks of developing long-term relationships and partnerships
with different stakeholders. Should the company develop relationships with all of its
stakeholders or only a select few?

What strategies and models of communication should the company use for communicating with
its different stakeholder groups? What opportunities are provided by social media for
stakeholder communication?


http://www.mystarbucksidea.com

4.6 Chapter Summary

This chapter has described the importance of stakeholder management within
contemporary organizations. It has provided the theoretical background to the
concept of stakeholders and discussed different strategies and models which
communication practitioners can use to identify and analyse the key stakeholders
of the organization and communicate and engage with them.

Discussion Questions

What is the difference between a stakeholder and a shareholder?

What are the main advantages for organizations when they adopt a stakeholder approach to their
strategy and communication? Can you give examples of companies that you believe do this well?

In your view, should an organization engage in dialogue with all of its stakeholders all of the time, or
rather only with some of them, or simply only on particular occasions such as when there are specific
issues or crises?
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Corporate Identity, Branding and
Corporate Reputation

Chapter Overview

One of the primary ways in which organizations manage relationships with stakeholders is by
building and maintaining their corporate reputations. Reputations are established when
organizations consistently communicate an authentic, unique and distinctive corporate identity
towards stakeholders. Drawing on frameworks from theory and practice, the chapter discusses
how organizations manage their corporate identity in order to establish, maintain and protect
their corporate reputations with different stakeholder groups.

5.1 Introduction

In the previous chapter, we discussed the importance for organizations of
communicating with different stakeholders for both moral (legitimacy) and
instrumental (profit) reasons. We also highlighted the challenges that
organizations face in dealing with the different expectations and demands of
stakeholders. One way in which organizations have addressed these challenges is
by strategically projecting a particular positive image of the organization,
defined as a corporate identity, to build, maintain and protect strong reputations
with stakeholders. Such strong reputations lead to stakeholders accepting and
supporting the organization. Strong reputations also give organizations ‘first-
choice’ status with investors, customers, employees and other stakeholders. For
customers, for instance, a company’s reputation serves as a signal of the
underlying quality of an organization’s products and services, and they therefore
value associations and transactions with firms enjoying a good reputation.
Equally, employees prefer to work for organizations with a good reputation.
They tend to commit themselves to highly reputable firms, where they may work
harder and may even engage in innovative and spontaneous activity above and
beyond the ‘call of duty’.

The chapter focuses on how organizations manage the process by which they
project a particular corporate image of themselves and come to be seen and
evaluated in a particular way by their stakeholders. The chapter starts by
outlining traditional frameworks and principles of managing corporate identity
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discussion of the basic theory, we turn to practice and demonstrate how these
frameworks and principles can be used within corporate communication.

5.2 Corporate Identity, Image and Reputation

The emphasis that organizations, both in theory and practice, place on managing
their corporate image suggests a preoccupation with how they symbolically
construct an image (as a ‘caring citizen’, for example) for themselves through
their communication and how in turn that image leads them to be seen in
particular symbolic terms by important stakeholders. In other words, corporate
image management adds an important symbolic dimension to corporate
communication and the process by which organizations communicate with their
stakeholders. Corporate communication is not only seen as a matter of
exchanging information with stakeholders (an informational or dialogue
strategy; see Chapter 3) so that they can make informed decisions about the
organization, but also as a case of symbolically crafting and projecting a
particular image for the organization. In many actual instances of corporate
communication, these two dimensions may blend together and may be hard to
separate. For example, when Tesco, a UK retailer, announced its sponsorship of
Cancer Research UK, it provided people with information regarding the decision
about its sponsorship (to fund research into the prevention, treatment and cure of
cancer) and tied the sponsorship to the promotion of its Healthy Living range of
products to support a healthy lifestyle. At the same time, through the
sponsorship, the company aimed to project an image of itself as a caring and
responsible corporate citizen contributing to the fight against one of the deadliest
diseases around.

Investing in the development of a corporate image for the organization has
strategic advantages for organizations. These can be summarized as follows:

Distinctiveness: a corporate image may help stakeholders find or recognize
an organization. When consistently communicated, a corporate image
creates awareness, triggers recognition and may also instil confidence in
stakeholder groups because these groups will have a clearer picture of the

organization.! Inside the organization, a clear and strong image of the
organization can help raise motivation and morale amongst employees by
establishing and perpetuating a ‘we’ feeling and by allowing people to
identify with their organizations.



Impact: a corporate image provides a basis for being favoured by
stakeholders. This, in turn, may have a direct impact on the organization’s
performance when it leads to stakeholders supporting the organization in
the form of, for example, buying its products and services, investing in the
company or not opposing its decisions.

Consistency: any individual may have more than one stakeholder role in
relation to an organization. When organizations project a consistent image
of themselves, they avoid potential pitfalls that may occur when conflicting
images and messages are sent out. Employees, for example, are often also
consumers in the marketplace for the products of the company that they
themselves work for. When companies fail to send out a consistent image
(often by failing to match all their internal and external communications),
this threatens employees’ perceptions of the company’s integrity: they are
told one thing by management, but perceive something different in the
marketplace.

For these reasons, corporate image management is seen as an important part of
corporate communication. In theory and practice, the original set of concepts
that was introduced to describe this particular aspect of corporate
communication involves corporate identity, corporate image and corporate
reputation. More recently, the term corporate branding has gained traction in
describing the way in which companies aim to develop and build strong
symbolic reputations with their stakeholders.

The original concept of corporate identity grew out of a preoccupation in the
design and communication communities with the ways in which organizations
present themselves to external audiences. Initially, the term was restricted to
logos and other elements of visual design, but it gradually came to encompass all
forms of communication (corporate advertising, sponsorship, etc.) and all forms
of outward-facing behaviour in the marketplace. The German corporate design
specialists Birkigt and Stadler proposed one of the first models of corporate

image management (Figure 5.1).2 Birkigt and Stadler’s model put particular
emphasis on the concept of corporate identity which they defined as consisting
of the following attributes:

symbolism: corporate logos and the company house style (stationery, etc.)
of an organization

communication: all planned forms of communication, including corporate
advertising, events, sponsorship, publicity and promotions



behaviour: all behaviour of employees (ranging from managers and
receptionists to front-line staff such as salespeople and shop assistants) that
leaves an impression on stakeholders.

Through these three attributes, organizations communicate and project an image
of themselves to their stakeholders. Birkigt and Stadler also argued that the
image that organizations project through symbolism, communication and
behaviour is often also the way in which they are perceived by their
stakeholders. The latter concept they called corporate image which involves the
image of an organization in the eyes of stakeholders.

Corporate

personality

Figure 5.1 The Birkigt and Stadler model of corporate identity

Source: Birkigt, K. and Stadler, M. (1986) Corporate Identity: Grundlagen, Funktionen und Fallbeispiele.
© 1998 mi-Wirtschaftsbuch, MiinchnerVerlagsgruppe GmbH, Miinchen. www.m-vg.de/mi. All rights
reserved.

One important implication of the Birkigt and Stadler model is that corporate
identity is seen as quite a broad concept which encompasses more than corporate
logos or corporate advertising campaigns. Because of its breadth, the concept
also has a bearing on different functional areas within the organization.
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symbolism and communication, whilst product and brand managers are
responsible for the positioning of products and services, and human resource
staff and middle managers for incentivising and supporting employee behaviour.

A second important implication of the original Birkigt and Stadler model is that
it suggests that corporate identity, as the outward presentation of an organization
through symbolism, communication and behaviour, should emerge from an
understanding of the organization’s core mission, strategic vision and the more
general corporate culture of an organization. The mission and vision represent
the basic who and what of an organization; what business the organization is in
and what it wants to be known and appreciated for. An organization’s mission
often already includes a statement on the beliefs that constitute the
organization’s culture and underpin its strategy, and suggests how the
organization wants to be known by stakeholder groups outside the organization.
Birkigt and Stadler labelled the notion of core values in the organization’s
culture, mission and vision as the organization’s corporate personality. Design
guru Wally Olins articulates the difference between corporate personality and
corporate identity as follows:

Corporate personality embraces the subject at its most profound level. It is
the soul, the persona, the spirit, the culture of the organization manifested in
some way. A corporate personality is not necessarily something tangible
that you can see, feel or touch — although it may be. The tangible
manifestation of a corporate personality is a corporate identity. It is the

identity that projects and reflects the reality of the corporate personality.2

In other words, corporate identity involves the construction of an image of the
organization to differentiate a company’s position in the eyes of important
stakeholder groups. Corporate personality, on the other hand, is based on deeper
patterns of meaning and sense-making of people within that same organization
and includes the core values that define the organization.

The French sociologists Larcon and Reitter added a further dimension to the
concept of corporate identity when they argued that it not only involves the
visible outward presentation of a company, but also the set of intrinsic
characteristics or ‘traits’ that give the company its specificity, stability and

coherence.? In their view, a corporate identity is not merely a projected image in



the form of visual design and communication, but is also fundamentally
concerned with ‘what the organization is’ — the core of the organization as it is
laid down in its strategies and culture. This notion of corporate identity ‘traits’
has also been referred to as an ‘organizational’ identity as opposed to a
‘corporate’ identity, again to make the distinction between core values that
people share within the organization (‘organizational identity’) and the outward
presentation and communication of those values through symbolism,
communication and behaviour (‘corporate identity’).

The management experts Albert and Whetten, who were amongst the first to
define this notion of ‘organizational’ identity, similarly talked about specific
characteristics or ‘traits’ of an organization in all its strategies, values and
practices that give the company its specificity, stability and coherence. They
argued that just as individuals express a sense of personal distinctiveness, a
sense of personal continuity and a sense of personal autonomy, equally
organizations have their own individuality and uniqueness. And just as the
identity of individuals may come to be anchored in some combination of gender,
nationality, profession, social group, lifestyle, educational achievements or
skills, so an organization’s identity may be anchored in some combination of
geographical place, nationality, strategy, founding, core business, technology,
knowledge base, operating philosophy or organization design.

For each organization, according to Albert and Whetten, its particular
combination of identity anchors imbues it with a set of distinctive values that are

core, distinctive and enduring to it.2 For example, Virgin, a company that is
active in very different markets (e.g. airlines, music stores, cola and mobile
phones) has meticulously cultivated the values of ‘enterprise’ and ‘challenge’
with all of its employees. Headed by its flamboyant CEO Richard Branson,
Virgin has carried these values through in all of its communications and in the
way in which it positions itself against established players in the markets in
which the company operates. This projected corporate identity has led to the
widespread perception that Virgin is a company with a distinctive personality:
innovative and challenging, but fun.

Figure 5.2 summarizes the process of corporate identity management as
originally articulated by Birkigt and Stadler. The aim of corporate identity
management is to establish a favourable image, or reputation, with the
organization’s stakeholders which it is hoped will be translated by such
stakeholders into a propensity to buy that organization’s products and services,



to work for that organization or to invest in it (organizational performance). In
other words, a good corporate reputation has a strategic value for the
organization that possesses it. It ensures acceptance and legitimacy from
stakeholder groups, generates returns and may offer a competitive advantage as
it forms an asset that is difficult to imitate. A good corporate reputation, or rather
the corporate identity on which it is based, is an intangible asset of the
organization because of its potential for value creation, but also because its

intangible character makes replication by competing firms more difficult.®
Figure 5.2 shows the corporate identity mix (the symbolism, communication and
behaviour of members of the organization) as based on the organization’s core
values in its history and culture and which inform every part of its strategy.

Cl-mix * QOrganizational
performance
Behaviour - » Financial
Cyiture Corporate o Curpor._ate performance
history strategy — reputation
Communications | = - Sales
Environment
Symbolism « HRM, etc.

Figure 5.2 Summary of the process of corporate identity management
Source: Based on Van Riel, C.B.M. and Balmer, J. (1997) ‘Corporate identity: The concept, its

measurement and management’, European Journal of Marketing, 31: 342. Reprinted with permission of
Emerald Publishing.

Theoretically, the overall concept of identity thus refers both to strategic
communication with external stakeholders (corporate identity) and to internal
patterns of meaning-making by managers and employees about ‘who they are’ or
aspire to be as an organization — defined as ‘organizational identity’.”
Organizational identity, in short, involves members of the organization
collectively defining those features and values of the organization that are
‘central, enduring, and distinctive in character [and] that contribute to how they
define the organization and their identification with it’.28 When in turn they
themselves strongly identify with those features and values, this leads to a sense
of ‘oneness with the organization’, meaning that they feel they belong to the
organization and personally embody its values.

Corporate communication practitioners have an important role in facilitating
dialogue about the definition of the organization’s identity. They also have this
role in ensuring that the company has a clearly articulated definition of its



identity, which can then in turn feature in corporate identity campaigns. The
general principle that corporate communication practitioners work from is that
the corporate identity — the picture of the organization that is presented to
external stakeholders — is grounded in the core values and traits that members of
the organization themselves associate with the organization and that define the
organization’s mission and vision (organizational identity).

Making sure that the corporate identity that is presented is rooted in the
organizational identity not only offers a distinctive edge in the marketplace, but
also ensures that the image that is projected is authentic, rather than cosmetic,
and also carried and shared by members of the organization. In this context,
corporate identity and organizational identity can best be seen as two sides of the
same coin within corporate communication. Developing a corporate identity
must start with a thorough analysis and understanding of the organization’s core
values in its mission, vision and culture, rather than rushing into communicating
what might be thought to be the company’s core values in a superficial manner.
Equally, it is the case that whatever picture is projected to external stakeholders
has an effect on the beliefs and values of employees, and thus on the
organizational identity, as employees mirror themselves in whatever messages

are being sent out to external stakeholder groups.2

5.3 Corporate Branding
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Figure 5.3 Monolithic, endorsed and branded identities

Surveys of the most reputable brands and companies routinely find that
organizations with the strongest reputations are, on average, characterized by
high levels of visibility (the degree to which corporate themes are visible in all
internal and external communication), distinctiveness (the degree to which the
corporate identity or positioning of the organization is distinctive), authenticity
(the degree to which an organization communicates values that are embedded in
its culture), transparency (the degree to which an organization is open and
transparent about its behaviour) and consistency (the degree to which
organizations communicate consistent messages through all internal and external

communication channels) in corporate communication.1? In other words, a key
driver for the strength of an organization’s reputation is the degree to which the
values that it communicates are not only authentic but also distinctive.

Many communication practitioners indeed draw heavily on the idea of
uniqueness or distinctiveness in corporate identity because it encapsulates the



idea that the organization needs to express its uniqueness in the market and with
other stakeholders. The principle behind this idea is that it enables an
organization to differentiate itself from its competitors and to attain a preferred
‘position’ in the minds of consumers and other stakeholders (see Chapter 3).
Recently, the term ‘corporate branding’ has become fashionable alongside
corporate identity to highlight the importance of distinctiveness. The idea of an
organization as a brand is a logical extension of the product branding approach,
with its original focus on products and brand benefits and on individual
consumers. The notion of a ‘corporate brand’ was also inspired by Wally Olins’
framework on monolithic corporate, endorsed and branded identities. Figure 5.3
displays these three types of identities.

The monolithic corporate identity refers to a corporate brand: a structure where
all products and services, buildings, official communication and employee
behaviour are labelled or branded with the same company name. Examples
include Disney, Coca-Cola, Nike, McDonald’s, Wal-Mart and BMW. The fully
branded identity refers to a structure whereby products and services are brought
to the market, each with their own brand name and brand values. Companies
such as Unilever and Procter & Gamble have traditionally followed this branded
identity structure where neither the company’s name nor its core values figured
in the positioning and communication of its products. This branded strategy
traditionally made sense for Unilever and Proctor & Gamble as they were
addressing very different market segments through the different products in their
product portfolio. An increasing number of organizations that were previously
branded giants are, however, changing their organizations into monolithic
corporate brands. Unilever is an example of an organization that has moved in
the direction of a monolithic identity, with the purpose of having its product
brands more strongly associated with the company name (Case Example 5.1).

Case Example 5.1 Unilever: From a Branded Giant to a
Monolithic Corporate Brand

Back in 2005, Unilever announced that the corporate name would appear more prominently on all of
its products. The announcement formed part of the company’s long-term strategy and was driven by
the company’s belief that many consumers were demanding more and more from the companies
behind the brands, increasingly bringing their views as citizens into their buying decisions. The logo
of the company was redesigned, bringing together 25 different icons representing Unilever and its
brands. The redesigned logo and its more prominent place on products and in advertising were meant
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stakeholders.

The initial redesign of the logo also went hand in hand with a strategic repositioning of the brand
portfolio. The brand portfolio had involved 1,600 disparate products that did not coherently relate to
each other or to a singular business objective. Unilever, in other words, had become too diffuse,
lacking a coherent brand identity and a unifying driver of growth. The design agency Wolff Olins
redesigned the logo and helped conceptualize the strategic identity-defining idea for the company at
the time, which was that all its brands should bring ‘vitality to life’. The brand portfolio was reduced
to around 400 brands with each brand meeting customers’ ‘needs for nutrition, hygiene, and personal
care with brands that help people feel good, look good and get more out of life’.

This initial repositioning and redesign of the Unilever logo already brought it up front, as a
monolithic brand, rather than being in the background for consumers and other stakeholders alike. In
recent years, CEO Paul Polman has further redefined the strategy for the corporation around its
Sustainable Living Plan. Established in 2010, the Plan sets the company on an ambitious course of
transformational change through which it aims to alter the world in environmental and social terms
for the better. The Plan underscores the notion that individual product brands need to add a social
purpose to their brand positioning, with the company finding that those brands that do this well are
growing much faster. One example is the Lifebuoy handsoap brand which became even more closely
connected than before to a larger cause of enhancing hygienic practices like washing hands before
cooking and after using the toilet in the developing world to reduce cases of diarrhoea and the spread
of disease. In this way, by buying the product, consumers were supporting solutions to broader social
and environmental issues around the world, over and beyond their personal use of the product. With
this new chapter in the company’s history, the Unilever brand and logo are further evolving into a
‘trust mark of sustainability’, in the words of its chief marketing officer.

Question for reflection

What do you think about the strategic repositioning of Unilever and its move towards becoming a
corporate brand? Apart from any other strategic reconsiderations, do you think this will help the
company strengthen the reputation of its products?

Source: This example is based on Roderick, L. (2017) ‘Unilever’s sustainable brands grow 50%
faster than the rest of the business’, Marketing Week, 18 May. Retrieved from
www.marketingweek.com/2017/05/18/unilever-sustainable-brands-growth; and Unilever (2017)
‘How to boost business growth through brands with purpose’, 8 August. Retrieved from
www.unilever.com/news/news-and-features/Feature-article/2017/how-to-boost-business-growth-
through-brands-with-purpose.html (sites last accessed 2 October 2019).

One important reason for organizations to move from branded to endorsed and
monolithic identities is that monolithic identities have become enormously
valuable assets — companies with strong monolithic identities, and the
reputations associated with them, can have market values that are more than
twice their book values — and can save money as marketing and communication
campaigns can be leveraged across the company. Many brand rankings such as
the ones published by Interbrand and Business Week confirm the impact of
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monolithic identities on companies’ financial performance. The 2018 Interbrand
ranking of the most valuable brands, for example, features corporate giants such
as Amazon, Disney, Apple, General Electric, IBM, Microsoft, Google,
McDonald’s, and BMW at the very top of the list. Not surprisingly, therefore,
many academic writers and communication professionals have emphasized the
importance of branding the entire organization and of focusing communication
and marketing on the organization rather than on individual products and
services. Where previously the brand portfolio strategy of an organization may
have been geared towards the branded end, with different consumer brands
targeted at separate market segments, increasingly companies consolidate their
portfolio around a more limited monolithic or endorsed range. This reflects not
only the notion that customers and consumers are increasingly interested in the
corporation behind the brand, but also a recognition that the point of difference
from competitor brands often rests on corporate values, company-wide
technology and intellectual property, or specific organizational capabilities. This
is easily spotted in technology and automotive brands, but also, for example, in
clothing brands. Burberry, for instance, has different consumer brands, such as
Burberry Prosum (high-end couture and runway fashion), Burberry London
(easy-to-wear styles) and Burberry Brit (casual wear), for different market
segments, but the crucial point of difference for consumers lies in the
quintessentially British heritage and classic design capability of the company
around, for example, the iconic tartan pattern.

The branding terminology that puts this insight further in perspective is the

notion of points-of-parity and points-of-difference between brands.L Points-of-
parity are features and associations that are not necessarily unique to the brand
but may be shared by other competing brands. They may nonetheless still be
important to consumers and other stakeholders as ‘hygiene factors’. In other
words, these features may not be the prime reason for liking or choosing a brand,
but their absence can certainly be a reason to exclude or discount a brand. A
point-of-difference, on the other hand, is a feature or association that consumers
and other stakeholders find relevant and believe they cannot find with competing
brands. It forms the basis for superiority over competing brands. This
terminology highlights two things: first, and as mentioned, points of difference
for customers and consumers buying specific products and services are
increasingly based on organizational capabilities, values or technology, or more
generally associations with the company or corporate brand. Second, it suggests
that besides a claim for distinctiveness, a degree of similarity to other companies
and their products and services may also be important. HSBC, for example, has



claimed a distinctive value of being ‘the world’s local bank’, whereby the
company claims to tune its global scale to the local demands of individual
customers. At the same time, HSBC has claimed very similar values as its
competitors (Barclays, Citigroup, BNP and ING) regarding being a global or
international institution that is focused on ‘customer service’, ‘value creation’,
‘professionalism’ and ‘technological and financial innovation’.

The distinctive identity of the organization is the core foundation of corporate
branding and forms a key differentiator in the marketplace. In this sense, the idea
of corporate branding is, in principle, not that different from the more traditional
idea of corporate image management. As Majken Schultz, one of the leading
writers on corporate branding puts it, the focus in corporate branding is on how
an organization can formulate an enduring corporate identity that is relevant to

all its stakeholders.2 Similar to corporate image management, corporate
branding is aimed at all stakeholders of the organization, which contrasts the
concept with product branding which is exclusively focused on (prospective and
current) customers and consumers. Schultz further emphasizes that the core of
corporate branding is the alignment between the company’s vision, culture and
image. Culture and image relate to how the organization and its identity are seen
by employees (culture) and the company’s external stakeholders (i.e. the external
image). The vision of senior managers adds a strategic dimension in that by
setting directions for possible ways of changing or transforming who we are as
an organization, it may change how the company is seen internally and
externally. For example, the vision of senior managers in Unilever of
strengthening and highlighting the corporate brand behind its products is one
that sets a strategic direction for the company. It fundamentally changes the
identity of the organization and how it is seen by customers and other
stakeholders (image). Importantly, it also presents a break from the company’s
past strategy and internal culture where brand and product managers had
executive responsibility for planning communication and marketing strategies
(culture). The new identity thus goes hand in hand with a new culture that fosters
collaboration between managers and employees and a commitment to a
monolithic Unilever identity.

As in this example, the role of all employees (not just communication and
marketing staff) becomes much more important in corporate branding as
employees are the brand ambassadors of the organization. Ideally, the identity
behind the corporate brand would thus pervade the entire organization, from top
to bottom. Organizations often therefore provide support to employees in the



form of brand manuals, intranet resources and brand briefings or workshops to
ensure that employees do not just know about the corporate brand but also live
and enact it as part of their day-to-day jobs, regardless of whether those jobs

involve direct contact with stakeholders or not.13

5.4 Aligning Identity, Image and Reputation

Generally speaking, in order to manage the company’s reputation it is
strategically important for an organization to achieve ‘alignment’ or
‘transparency’ between its internal identity and its external image. According to
reputation experts Fombrun and Rindova, transparency is ‘a state in which the
internal identity of the firm reflects positively the expectations of key
stakeholders and the beliefs of these stakeholders about the firm reflect

accurately the internally held identity’.14 Along these lines, many practitioners,
consultants and researchers stress the importance of alignment between (a) the
organizational culture as experienced by employees, (b) the corporate vision as
articulated by senior managers, and (c) the corporate image or reputation in the
minds of external stakeholders. Importantly too, where these elements are non-
aligned (so that, for example, corporate rhetoric does not match the experienced
reality), a range of sub-optimal outcomes are anticipated, including employee
disengagement and customer dissatisfaction.

A useful way of analysing the alignment between an organization’s vision,

culture and image or reputation is the toolkit developed by Hatch and Schultz.12
The toolkit (Figure 5.4) consists of a number of diagnostic questions based on
three elements:

e vision: senior management’s aspirations for the organization

e culture: the organization’s values as felt and shared by all employees of the
organization

e image: an image or impression that outside stakeholders have of an
organization.
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Figure 5.4 Toolkit to assess the alignment between vision, culture and image
Source: Schultz, M. and Hatch, M.J. (2003) ‘The Vision-Culture-Image (VCI) Model’, California
Management Review, 46 (1): 10. Reprinted with permission.

The questions each relate to a particular interface between the three elements and
are meant to identify the alignment between them. The first set of questions
involves the interface between vision and culture — that is, how managers and
employees are aligned. They are:

e Does the organization practise the values it promotes?

e Does the organization’s vision inspire all its subcultures?

e Are the organization’s vision and culture sufficiently differentiated from
those of its competitors?

There is a potential for misalignment (vision—culture gap) here when senior
management moves the organization in a strategic direction that employees do
not understand or support. For example, senior managers may establish a vision
that is too ambitious for the organization to implement and that is not supported
by its employees.

The second set of questions involves the interface between culture and image



and is meant to identify potential gaps between the values of employees and the
perceptions of stakeholders outside of the organization. The questions are:

e What images do stakeholders associate with the organization?
¢ In what ways do its employees and stakeholders interact?
e Do employees care what stakeholders think of the organization?

Misalignment between an organization’s image and organizational culture
(image—culture gap) leads to confusion amongst stakeholders about what a
company stands for. For example, employees of the organization may not
practise what the company preaches in its advertising, leaving a tarnished image
with its stakeholders.

The final set of questions addresses the interface between vision and image. The
key objective here is to find out whether management is taking the organization
in a direction that its stakeholders support. The questions are:

e Who are the organization’s stakeholders?
e What do the stakeholders want from the organization?
¢ [s the organization effectively communicating its vision to its stakeholders?

There is potential for misalignment (image—vision gap) here when organizations
do not sufficiently listen to their stakeholders and create strategic visions that are
not aligned with what stakeholders want or expect from the organization.

Based on these three sets of diagnostic questions, organizations may monitor the
alignment between their vision, culture and image so that they can make
adjustments accordingly. All three interfaces are equally important to an
organization in order to make sure that the identity or image that is projected to
stakeholders is carried by both senior managers (vision) and employees
(culture), and furthermore understood and appreciated by stakeholders (image).
A classic example of an organization that failed to sufficiently align its vision,
culture and image is British Airways in its design of a new identity in the late
1990s that was not picked up nor appreciated by its staff and customers.

Robert Ayling, the CEO of British Airways at the time, articulated together with
his senior managers a vision for the company of becoming ‘the undisputed
leader in world travel’. This vision was coupled with a repositioning of the
company in 1997 which involved blending the traditional British values of the
company with new values of cosmopolitanism and global appeal. To give this



repositioning shape, BA unveiled a striking new visual identity scheme. The 50
ethnic designs commissioned from artists around the world were meant to adorn
the tailfins of BA’s entire fleet, as well as ticket jackets, cabin crew scarves and
business cards. Over the next three years, the idea was that the new look would
gradually replace the sober blue and red livery and crest along with the
traditional motto ‘to fly, to serve’, which dated back to 1984. The decision to
change was based on the CEQ’s foresight about the consolidation of the airline
industry around a few international players and on a piece of market research in
the early 1990s which had suggested that passengers viewed the airline as staid
and stuffy. The vision of senior managers within BA was that the repositioning
presented the airline with an opportunity not just to tone down its national
origins and project a more modern image, but also to reposition itself as a
‘citizen of the world’ in recognition of the fact that 60 per cent of BA’s
passengers came from outside the UK.

The colourful designs did attract tremendous free publicity at the time, with the
front pages of most British newspapers featuring large colour photos. But they
also generated more controversy than anticipated, with many seeing the revamp
as extravagant, confusing or, in the case of the then prime minister, Margaret
Thatcher, a national betrayal. At the launch of the new designs, Thatcher
famously draped her handkerchief over one of them. The backlash was
disappointing, but Ayling hoped, at the time, that these emotionally charged
reactions from the more conservative-minded sections of the British public
would soon blow over. However, the negative news coverage of the new designs
endured and carried over to BA customers and the general public 