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A Numbers Game: Quantifying Communications Efforts

Price Your Reputation
Modern Weekly (09/15/2007 Positive)

Communications Consulting Worldwide (CCW) has coaped with many famous
companies to find out the key factors that deciderapany’s reputation. Many savvy
companies are starting to realize that a good ranée their most important asset—and
actually boost the stock price. Peter Verrengiasiplent and senior partner of
Communications Consulting Worldwide (CCW), a sulasigof Omnicom Group's
Fleishman-Hillard PR agency, pointed out that dqgbueafit is still the most important
factor, but efforts to improve performance and ooage reputation can help management
increase a company's market value.
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Find Out the Value of Corporate Reputation
China Economic Herald (09/25/2007 Positive)

More and more experts believe that they can vapatation quantitatively, and even
predict how much a stock price can be influenced bizange in reputation. This is a new
science called reputation management. Mr. PetereXigra is the president and senior
partner of Communications Consulting Worldwide (CyWmulti-discipline global
consulting firm, is very enthusiastic about thiseace. CCW calculates three aspects of a
company’s reputation — operational performance,agament quality, and financial
performance — on a scale of 1 to 100. Next, CC\hesés how these factors relate to

the stock price. This new quantitative approacHdacbe applied to many areas. Mr. Peter
Verrengia said during a recent stay in Beijing ta@bmpany can communicate its key
messages to the public, using scientific analysisrasearch.

=)

b 1k 1% |
; JJJ L'ﬁ'%m E

S ROEHRBEAD




Does Reputation Have a Price? No, it Can be Evalued.
Marketing China (09/2007 Positive)

How much money does a company loose for havingladyautation? How much money
does a company gain for having a good reputatidre?€lis a consulting firm called
"Communications Consulting Worldwide," (CCW) thaigages in price reputation. Their
approach is to track consumer perceptions, emplsgBsfaction, views of stock analysts
and investors, corporate press releases, articleswspapers and magazines and a
company’s financial information and daily stock reavents. CCW collects all of this
data and deciphers how much a company's stock igrie¢ated to its reputation.

Perter Verrengia serves as President and SenitordP@f Communications Consulting
Worldwide, a subsidiary of Fleishman-Hillard a ghblbonsultancy firm. He stated,
"Reputation is a concept larger than brand. Rejutaieans potential brand equity for a
company. Reputation creates value and there ars tagalculate and measure value."”



Public Opinion is Golden
How reputation impacts stock price
21 Century Business Review10/2007 Positive)

Good financial performance may not be the onlyoeaghy a company is favored by
investors. Companies need to build up their intaleghssets. In order to be favored by
investors, companies need to keep a good imagbéultta strong reputation.

Some corporate leaders try to build their reputatimough proactive initiatives, such as
major social welfare events or environment protecprograms. These moves simply
build a good image or place companies among magsiziorporate social responsibility
rankings. However, to manage the market valuautiiraeputation management requires
a well-planned and systemic approach.

Companies with an excellent performance do notsszéy enjoy a good reputation
among investors. Communication Consulting World@CW) evaluated Wal-Mart’s
reputation building efforts. The study showed W&tl-mart’'s image deteriorated over
the study's span.






Price Your Reputation

If Coca-Cola had the reputation as its rival Pepsiits overall market value would
increase by US$4 Billion.

Modern Weekly

September 15, 2007

Editor and Translator: Qing Qing

Although it may seem that Coca-Cola has a strobgiard, Communications Consulting
Worldwide Inc., a US PR consulting firm, found ti@dca-Cola’s rival Pepsi, actually
has a stronger reputation. If Coca-Cola enjoyeds#me reputation as its rival, its stock
would be worth US$1.73 per share and its marketevalould increase by US$4 billion.
CCW came to such a conclusion after evaluatingepatation of these two companies
with its innovative quantitative approach. In aduit if Wal-Mart attained Target Corp.'s
(TGT) reputation, their market value would increbge$9.7 billion.

This new science can be referred to as “reputatianagement.” It measures a
company's reputation among investors, customedsthengeneral public. More and more
are finding that the way in which the outside walgects a company to behave and
perform can be its most important asset. Indeedngpany's reputation for being able to
deliver growth, attract top talent, and avoid ethimishaps can account for much of the
30 percent to 70 percent gap between the book wdlomest companies and their market
capitalizations. A CCW team spent months processibgwildering amount of assorted
data. It included studies tracking consumer percaptof its brands, employee
satisfaction, views of stock analysts and investoogporate press releases, thousands of



newspaper and magazine articles, and two yearghwbfinancial information and daily
stock movements. After feeding the data into abaate computer model, CCW tries to
find a companies relationship with reputation.

CCW then collects data on a company’s financiatldsures and economic conditions at
both the national and industry level. CCW runsadigiical model to determine how
much of the stock movement is due to financialgrenince and how much to outside
factors such as the economy. After adjusting feséhinfluences, it loads in less obvious
factors. Drawing on reams of data on media cover@agi@ion surveys, investor
interviews, the company's public statements, re¢jmutaankings in magazines, and other
sources, CCW runs through several dozen reputatiated issues to see if they move
the stock.

Peter Verrengia, President of CCW, said that mamypainies have tried to price their
reputation. It is significant however, to use spedata to evaluate reputation and push
brand communication to a new level. But people ustdad that companies will not
mange their reputation with the same precision tis®yto optimize operating
performance, unless they can evaluate their repatguantitatively.

Alternative Approach

With its innovative approach, CCW cooperates wiblitBwest Airline, which is one of
most talked about companies in business schooésDHitlas carrier already enjoys one
of the industry's best reputations, and Wall Streetards it accordingly. Its $11.4 billion
market cap is bigger than the combined value ofwileebiggest airlines, American
(AMR) and United (UAUA ), a gap that differencesassets like planes and routes don't
begin to explain.

After crunching years' worth of data, CCW camewith results that were eye-opening.
CCW estimated public relations alone could movetlBsast's stock up or down by 3.5
percent, equal to $400 million in market value todehe data also indicated Southwest
was getting little return by stressing its budgees—a familiar story. Instead, there was
more upside potential for shares if Southwest saé@#s extensive routes and schedules.

So Southwest Airline has begun emphasizing lond-fights and frequent service
between many cities, points that seldom had ggitess. It also plans a third-quarter ad
campaign based on CCW's advice. The effect sWaite airline stocks have fallen
more than 15 percent overall in 2007, Southwek#ses are down only 5 percent.

In addition to the Southwest Airline, the Unitedchaologies Corp. is another company,
which worked with CCW to find out how to improvs iteputation.

A recent print ad by United Technologies Corp. (JTooks deceptively like an
assembly diagram for a model helicopter. Studyaterclosely, however, and you'll
notice that the color schematic of UTC's Sikorsk§2Scopter is embedded with
messages aimed at Wall Street. Text near the etrgimpets 40 percent lower



maintenance costs than comparable helicopters dmebith and usage system" that
ensures the S-92 "always operates at peak perfaariadext to a view of the cockpit,
you learn that the thermal imaging system letsuexscfind people they can't see. Other
text notes fuel efficiency that allows "more rescper gallon” and paint with few
compounds that harm the environment. "You don'eltawnderstand everything we do
to profit from it,” crows the tagline. The underigitheme: UTC is a great investment
because it is a leader in innovation and eco-flietethnologies that help the bottom line.

All data from this innovative ad came from researgtCCW. CCW determined that to
drive up stock UTC needed to make investors momaawheir environmental
responsibilities, innovations, and employee tragripoints the company had not
stressed publicly. To make sure investors got teesage, UTC plastered the Sikorsky S-
92 ads and others like it featuring an Otis elevatd’ratt & Whitney jet engine, and a
hybrid bus with UTC Power fuel cells, on four conterurain stations in Connecticut
towns with high concentrations of financiers. "Werk we did with CCW guided the
development of our ad strategy,” says an execativ€TC. "We're very happy with the
results.”

Intangible Asset

These new findings are eye-opening. CCW'’s presiBetdr Verrengia, pointed out that
actual profit is still the most important factouytkefforts to improve performance and
corporate reputation can help management increasmpany’s market value.

In addition corporate executives will soon begip&y more attention to this new science.
For example, a hedge fund really does reveal tieahgany’s reputation can affect their
value—and a company should use this informatidoupand reshape their image.

If... ...had the ...its stock would | ...boosting market
reputation of ... rise... value by
Coca-Cola Pepsi 3.3% US$4 billion
Wal-Mart Target 4.9% US$9.7 billion
Colgate P&G 6.2% US$2 billion
CVS Walgreens 6.9% US$3.9 billion
Wachovia Wells Fargo 3.5% US$3.5 billion

Find Out the Value of Corporate Reputation
China Economic Herald

September 25, 2007

By Diao Cui

Even though the impact of negative media coverage company is obvious, many
financial managers are still unable to measuretedjom accurately. Many tell executives
who want to decipher the value of reputation, REICEOS, that “there are no financial



tools that can accurately measure corporate rapataSome financial managers are
aware of the financial implications that a crisiaynioring to a company, but still believe
that the long term impact of reputation is unprebée.

Good Reputation Leads to Higher Return

These explanations given by financial managers heaage it difficult for executives to
address this issue. More and more experts howeegkeye that they can value reputation
guantitatively, and even predict how much a staogepcan be influenced by a change in
reputation. This is a new science called reputatianagement. Corporations have long
used sophisticated statistical models to predietyghing from how much a new
production process would hike efficiency to how imgoap can be sold with an
additional US$1 million in advertising.

Mr. Peter Verrengia is the president and senianpainf Communications Consulting
Worldwide (CCW), a multi-discipline global consuigj firm. Peter Verrengia co-founded
CCW in 2004 to answer client's questions abouv#hee created by communications
and to identify better ways to address the riskk@portunities that all organizations
face in managing their reputations.

CCW'’s clients are very interested in such a scendfione could boost its reputation
among investors, what would be the effect on tisksprice? CCW calculated three
aspects of a company’s reputation — operationdbpaance, management quality, and
financial performance — on a scale of 1 to 100.tRrexercise, CCW used media data
provided by Factiva and other publicly availablekiags appearing in business
publications, such as a list of the “best managendfiipanies or the best place to work.
According to CCW'’s formula, for example, Pepsi b7 0 for operations reputation, 71
for management and 70 for financial performanc@sPgoverall reputation received a
score of 76. But that compared with an overalitaefl62 for Coke, which scored lower
in all three categories.

Next, CCW estimated how these factors relate tethek price. CCW also determined
how much of the movement in a stock is due to tmegany’s financial performance and
economic conditions. After controlling for thesetfars, including financial performance
and economic environment, CCW assumes the remanairigon of stock value is due to
aspects of its reputation. So if Coke enjoyed Hmesreputation as Pepsi, its stock price
would be worth 3.3 percent more or US$1.73 perest@€W analyses many other data
that can give managers an idea of which aspectpaotation need the most improvement.

Reputation Improvement — An Effective Way to Createvalue

This new quantitative approach could be appliechamy areas. Mr. Peter Verrengia
visited Beijing recently and expressed his ideauaéiite practical application of the new
approach. He gave many examples, such as launchimgroducts and machine parts,
developing new formulas, and investing in new atities. With scientific analysis and
research, a company can communicate its key messadfee public. Peter believes that



there are many aspects and many ways to look atatm. He feels that it is inevitable
companies will one day manipulate their images wame of the same precision they
use to optimize operating performance. CCW predias “people will increasingly use
available tools and approaches to change theitagpo as a part of their efforts to
rebuild their companies.”

More and more companies have decided that theyigheave little to chance. Many
once-cagey companies are returning more repogisie calls. By shunning the media,
P&G realized in the late '90s that it had littléluence in the way journalists framed its
corporate identity. Now the consumer-products gsays it uses the same approach in
crafting its messages to the media that it has tesathrket its consumer brands. To learn
how it's being perceived, P&G commissions surveyuarnalists and tests key
messages with focus groups. Its also makes sumgegsages are parlayed to supplier and
employees, and carried in ads and PR. Then it¢radia pickup to adjust its talking
points.

Reputation is a big reason Procter & Gamble trati@shigher price-earnings ratio than
Unilever’s, Johnson & Johnson than Pfizer’s, angddexMobile than Royal Dutch Shell.

Does Reputation Have a Price? No, it Can be Evaluad.
Marketing China

September 2007

Written by Mr. Chen Gu

How much money does a company loose for havingladyautation? How much money
does a company gain for having a good reputation?

In the past and present, people have always beareaf/the importance of reputation.
Even Zhang Xianzhong, the notorious bandit in thegwlynasty, caused a stele to be
erected so that he could inscribe his reason flindciso many people in China. If Zhang
Xianzhong believed reputation was valueless, tleewduld have never felt it was
necessary to explain himself to the rest of theldvdf reputation is truly valuable, how
valuable is it really? In general, many individuggdsl that reputation is obscure and
immeasurable. There is an old saying in Chinagpaitable mans promise is worth a
thousand gold pieces." Is it true that reputatgimmeasurable?

There is a consulting firm called "Communicatiora8ulting Worldwide," (CCW) that
engages in price reputation. Their approach isaitktconsumer perceptions, employee
satisfaction, views of stock analysts and investoogporate press releases, articles in
newspapers and magazines and a company’s finanfwaiation and daily stock
movements. CCW collects all of this data and demiplhow much a company's stock
price is related to its reputation.

Is CCW'’s approach really effective? Do CCW'’s clergally feel that their analysis is
effective? In fact, many individuals do not beligiaat reputation can be measured, but



many are also open to this new concept and metbgygoSociologist, Pamela Cohen,
and former Earnest and Young strategist Jonathan ace both leading executives at
CCW. Together they submitted a price reputatiodysto US-based, Southwest Airlines.
According to their findings from the CCW model, Sowest's reputation alone can move
its stock up or down by 3.5 percent, equal to US$#@lion.

Perter Verrengia serves as President and SenitrdP@f Communications Consulting
Worldwide, a subsidiary of Fleishman-Hillard a ghblbonsultancy firm. He stated,
"Reputation is a concept larger than brand. Rejautaheans potential brand equity for a
company. Reputation creates value and there ars twagalculate and measure value."

Even though some feel price reputation is a neensa, many US institutions including
CCW continue to study this subject. In additiomnsanstitutions and researchers in
China also explore this new science of reputatiamagement. Dong Guanpeng, the
research director of the Journalism and Commumicatdepartment, at Tsinghua
University, has worked with a team on this subgd just published a book on company
reputation. Their study has successfully helpahe leading enterprises led by the State
Council, to improve their reputation and image. P&@uanpeng and his colleagues
found that the State-owned Assets Supervision & ldtration Commission of the

State Council, which is responsible for regulatamgl governing large state-owned
enterprises, has been concerned about the imageputtions of these companies.

These state-owned enterprises are divided int@ tleresls. For those companies in the
first level, the administration often evaluatesitinegative media coverage. Many of
these companies however just counteract negatwerage or avoid media all together.
More and more are finding that media in China fédlilt to control, so this is not a
proactive approach to protect ones reputationeStatned companies in the second level,
begin to hire professional consulting firms to higlpm improve their reputation and
build their brand. The administration has realitest brand reputation management
should become a part of their decision making meckastly, the third level is made of
international state-owned companies, which haveaeded their business globally. They
have found sophisticated ways to manage their agjput When evaluating a key
message or a communication campaign, these iniemahtompanies analyze the true
impact it will have on their reputation. Many leagiChinese companies are successful
examples of good reputation management, such agstiaof Vanke, Pan Shiyi of Soho
China, Liu Chuanzhi of Lenovo, and Niu Genshengylehgniu.

Public Opinion is Golden

How reputation impacts stock price
21% Century Business Review
October 2007

Writer Dang Yongjia



Good financial performance may not be the only reaswhy a company is favored by
investors. Companies need to build up their intablg assets. In order to be favored by
investors, companies need to keep a good imagelanid a strong reputation.

The dynamic domestic capital market allows compatoebegin to focus on “market
value management” from their previous focus onrivdebusiness operation and balance
sheets. There are several issues in market vadnagement, including the well-known
financial criteria, and other soft issues, thatdiffcult to be quantified. For China’s
corporate executives, they should focus on anch leeare about how to address these
soft issues.

In the mature foreign securities market, peopleadnat companies’ reputation and their
market values are correlated. And recent corp@edadals have forced CEOs to
promote their corporate reputation. According suevey announced by Fleishman-
Hilliard Communications at the $4World Economic Forum in Switzerland, 59 percent
of the corporate executives believe that the vafugand or reputation accounts for 4
percent of the total market capitalization of themmpanies; and 77 percent of the
interviewees believe that corporate reputationdeec®me more important in the last two
years. At present, more and more corporate leguagneputation management on the
top of their agenda.

In the past, corporate executives failed to segmeagutation into different issues, and
they wanted to build up the same reputation for theneral public, government, and
communities, as well as the investors.

Reputation Competitiveness

Some corporate leaders try to build their reputatizough proactive initiatives, such as
major social welfare events or environment protecprograms. These moves simply
build a good image or place companies among magsiziorporate social responsibility
rankings. However, to manage the market valuautitraeputation management requires
a well-planned and systemic approach.

Companies with an excellent performance do notss@y enjoy a good reputation
among investors. Communication Consulting Worlaa(@CW) once evaluated Wal-
Mart’s reputation building efforts. CCW started dnoring tens of thousands of news
stories about Wal-Mart from 2004 through 2006 basetbne and prominence, among
other criteria, and sorted by subtopic. An artjoldged to be entirely favorable earned a
score of 100, while one completely negative got @0W then compared a chronology
of the ups and downs in these scores by subjatditp movement in Wal-Mart's share
price to quantify impact. The consultancy alsolstdcupWal-Mart's numbers against
those of archrival Target to get another perspectiv

The study showed that Wal-Mart’'s image deteriorategr the study's span. During
those two years, Wal-Mart had an average 66.4 stamrenstance, when it came to
fostering a corporate culture of entrepreneurdbup that number plunged to 0 at yearend



2006. Another high-impact topic, cost control, algnt negative as the media started to
equate Wal-Mart's tightfistedness less with love@siand more with off-shoring. In
addition, Wal-Mart, which is good at cost contislalso recognized as a company that
makes many Americans unemployed, rather than thdehat brings benefits to
consumers in the US. This perception has a negatipact on investors’ views of Wal-
Mart.

What will happen to its market value, if Wal-Martderstands how to get right messages
to investors? By attaining Target Corp.'s repatatn three key areas—finances,
management, and operations—Wal-Mart's stock primgélavincrease 4.9%, according to
a study by public-relations advisers CommunicatiGoasulting Worldwide. That works
out to more than $2.35 a share at Wal-Mart's ctipgoe, or enough to lift the mass
merchant's market cap by nearly $10 billion.

What is behind the US$10 billion undervaluation?
Mosaics that make up of reputation

It is not right to say that Wal-Mart under-investgeputation building, or overlooks
reputation issues. The problem is that Wal-Madsdoot understand the messages that
investor’s value, and they spend their effortstewrong issues.

Digging deeper, CCW's analysts identified a haltetoissues that most affect Wal-
Mart's share price and another half-dozen thatlpamatter at all. Among topics that
Wal-Mart should talk up more: revenue growth, gmte@eurship, and cost control.
Meantime, it has said enough about suppliers, comitiyyuand the strength of CEO H.
Lee Scott Jr.: Wal-Mart has generally received falste media coverage on these points,
but investors have heard those messages so oéeth#dy tune them out.

There are two most frequent misunderstanding abogputation: the first one is that
people believe that companies should have one &ast image among all
stakeholders; the second is that people do not ustéd that companies in different
industries, market positions, geographic locatiomsilture backgrounds should have
different reputation.

There are many issues that help companies imph@arereputation, such as environment
protection, safety, energy efficiency, respectdimployees, and social welfare. Different
combinations of these issues create different imaddese issues just like mosaics in
different colors, and executives use these mosaicseate an image. How to rank and
lay out these mosaics depends on the nature abtm@anies and their audiences. In
other words, the reputation issues for a retailerdéfferent from those of a chemical
company. For the same company, it should haverdiit messages for the general
public and the investors.

Since all companies are unique and operate inrdiftendustries and environments, and
have their own histories and future plans, theyukh@ocus on different reputation



factors. So how to improve or protect a compangfgitation depends on its own value
and vision. For example, a labor intensive comparould focus on employee’s well-
being and respect. And a high energy-consumptompany should talk more about
energy efficiency. Companies’ priorities shouldcabe modified as time passes. At a
certain period, one or several issues are ofteitapt for all organizations or all
companies in a specific industry. For example, édompany does not have enough well-
trained staff, it needs to create an image of aniraible employer and if a company faces
an over-supply market, it needs to create an inodgéfering quality and price
competitive products.

Every organization's reputation is unique. Itifficult to make a general statement what
part of reputation is most important for all comgasn In addition to that, there are many
ways for a company to improve its reputation. Tieagood news, because if a company
understands how its reputation works, it can bitigchd defend it, and create a
sustainable competitive advantage. So if compamad to increase their market
capitalization, they need to do is to identify dadus on issues that most affect their
share price.

Images that need to be quickly changed

Investors have different expectations, and presiomgtibout their expectations are
dangerous. But under some circumstances, espeicidlie international markets,
investors increasingly have the same expectatigfittiough stakeholders of an
organization have different preferences, employg@sernment officials and other
groups have some common priorities and goalss ithportant for companies to study
their reputation to understand key audiences’ kedgg and views on their brands, and
competitors’ brands. It is to say that companiesadito build up their reputation in
accordance with their missions. Companies neéditd a good image with different
mosaics and present them to different audiences.

SABMiller, the South African beer giant, had enjdygegreat reputation among investors
for its ability to acquire and manage brewers si-fgrowing emerging markets. But
SAB's stock suffered a year after its $5.6 billiakeover of Miller Brewing Co. in 2002.
To identify its problem, SAB turned to providerkdiFactiva and CyberAlert, which
tracks Internet news and blogs, to collect alickei on SAB appearing in financial media
in Britain, the U.S., and South Africa over a oreayperiod. The company also secured
all stock analyst reports, read and analyzed eede @and determined whether the
articles or analyst comments were positive, negatiy neutral on key points, such as
SAB's financial performance, leadership qualityd athics. It compared this data against
moves in the stock of SAB and its top competités SAB found that it did not have
major changes in its operation, performance andirprospects, it began to focus on
soft issues. The company identified these issndganked their impact on the stock
price.

The company found a strong correlation between jpeb@ent increase in unfavorable
articles in the spring of 2003 and SAB's weak statge. Digging further, it learned the



biggest factor was continuing weakness at Milldre Tharket expected a faster
turnaround, raising doubts about SAB'S U.S. exmemsAnd as the market did not see a
quick turnaround, it had doubts for the companysration and its management.

Since SAB'’s current priority is to expand quickiyo emerging markets, all reputation
issues related to this expansion will draw thengitv@ of investors. The most common
issues during a fast expansion process are theadibaypof a company’s business model,
management, and relationships with new marketgeshors are concerned about the
financial performance, management, and corporat@ls@sponsibilities; and are not
clear about whether management can help the consartged in new markets and keep
away from scandals, and whether the company hasastyflow problems during its fast
expansion. These issues can worry investors,tieguh a lower stock price.

To address the above issues, SAB changed its coroatioms strategy to talk more
consistently about gradual but steady progressilérivend thus restore confidence in
SAB's leadership. The company presented its glydtethe press and let the press know
that they were making steady and gradual chandgddlat, and they were good at
implementing their strategy, which was critical tbe company’s success. They hinted
that the market should rebuild their confidenc&&B management and investors’
patience would be paid off.

Since mid-2003, SABMiller's stock has soared fraouad 6 to 24. But the brewer says
the stock gains reflect its stronger financial parfance: Revenues have doubled since
2003, while operating profits have more than tdpl&SAB believed that in addition to
the market situation and its financial performantsereputation plays an important role
in moving its stock price. "SAB'’s research wasgidered an expensive expression of
what was abundantly obvious to anyone with eydkeir head," says Nigel Fairbrass,
SABMiller's media-relations chief. "While | woulatlnowledge that an ability to
specifically evaluate PR activity in stock valueisds seductive, it betrays a
misapprehension of the complexities and inefficienof equity markets."

The good performances in capital gain, profit gtoamd product quality alone cannot
explain why a company wins investors’ favor. Compa still need to focus on the
management of soft issues to create a good imageviestors. This will help companies
build a good reputation, creating a golden oppatyun the capital market.



