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	In the latest instalment of his Marketing Matters column, John Ogilvie, 
Managing Director of Network Veka Ltd considers what a company’s reputation is really worth and the sobering cost of repairs.  
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Your Reputation: Fragile. Handle With Care
How do you put a value on your company’s reputation? And the value of the PR and marketing you do to build it? It sounds impossible. In fact, calculating what your reputation is worth in real money to your business couldn’t be easier. Here’s what you do. 
Lose it. 
It’s a tried and tested method. Numerous companies over the years have done it with exceptionally accurate results. There are lots of examples of the cost of negative PR. The most famous was provided by Ratners in 1991. 

Gerald Ratner’s high street chain was the biggest seller of jewellery in the world. Not bad for someone who started on a market stall in London’s Petticoat Lane. As Ratner says, “everything was going swimmingly. An analyst asked me what could go wrong and I said I didn’t know.” He was about to find out. 

The next day Ratner addressed a meeting of the Institute of Directors at which he made his now legendary remarks describing one of his products as “crap”. He joked that a prawn sandwich would last longer than a set of 99p earrings from one of his stores. 

It would prove to be, in Ratner’s assessment, “a very expensive joke." Ratner had delivered a devastating blow to the reputation of his company. £500 million was wiped off the company’s value, forcing shops to close and Ratner to resign.

"All the good work that took years to build up the brand was destroyed very quickly,” he reflected. 

Reputations are hard won but easily lost, as market leader Everest discovered in 1985, when a homeowner contacted them to complain his new door was sticking. Everest failed to respond. He tried again. Eventually, Everest said he was in a queue and they would get to him as soon as they could – in about 12 weeks time. He pointed out that as he couldn’t use his front door it was causing him real problems. Everest was unmoved. 
Unfortunately for Everest, the homeowner was Kelvin MacKenzie, then editor of The Sun newspaper. MacKenzie reasoned he might not be the only person in this position and ran a piece on his front page asking if anyone else was having problems. 

They were, and the headlines kept Everest on the front page. But they stuck to their guns, saying they were doing their best. 
The effect of the headlines on the market was terrible. People stopped buying doors and windows, and not just from Everest. Anglian and Zenith tried to get Everest to say sorry and fix things fast. 

Eventually Everest backed down, apologised and fixed MacKenzie’s door. After two weeks, the story came off the front page. But the damage had been done.  Anglian and Zenith (No 2 and 3 at the time) lost 15% of their sales for the period. Everest’s sales nearly halved. It took the company years to recover and left the field clear for Anglian to become market leader. Ouch. 

Your company’s reputation is worth a great deal. Handle it with care. Failing to treat your reputation with the respect it deserves or failing to protect it when it comes under attack, can be expensive. 

So, when you want to know how much you should spend on building, improving and protecting your reputation, and how much you can really afford to spend on PR and marketing to amplify positive word of mouth, do the sums. Look after your reputation and your reputation will look after you. 
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