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The article provides a theoretical analysis of how to restore a company's business reputation. It explores the
various factors that can lead to a reputation crisis and categorizes different types of reputation crisis situations.
Utilizing the typology created by W. T. Coombs (2007), this article outlines the characteristics of three primary
strategies and one secondary strategy for restoring business reputation and discusses their practical applications.
The authors offer recommendations for developing effective strategies for reputation restoration, emphasizing the
importance of ensuring economic security. Strategies for restoring a company's business reputation should be
approached from various dimensions: economic, legal, and socio-cultural. Additionally, authors provide indicators
that can be used to monitor the progress of these restoration reputation efforts.

Keywords: restoration company’s business reputation, company's economic security, sources of a company's
reputation crisis, reputation crisis situations, strategy of restoration business reputation, indicators to monitor a prog-
ress of reputation restoration, stakeholders’ loyalty.

Y cTartTi 34ilicCHeHO TeOPEeTUYHWIA aHani3 NpobieMaTki BiLHOBEHHS, (hopMyBaHHA Ta NIATPUMKM NO3UTUBHOI
[inoBoi penyTauii koMnaHii. MeToau AOCAIMKEHHS, 3aCTOCOBaHI aBTOpamMu, BK/UYAKTb aHaui3 | CUHTE3, NOPIBHS/b-
HUIi aHani3 Ta cucTeMaTu3alito. BoHn f03BONWAM JOCATTM NOCTABNEHOT METU CTaTTi — TEOPETUYHOMO OCMUC/IEHHS
cTparteriin BifHOBMNEHHS AiNI0BOI penyTauii B KOHTEKCTI 3ab6e3nevyeHHss eKOHOMIYHOI 6e3nekn komnatii. O6rpyHTo-
BaHO, LLO CTpaTerii BiAHOB/MEHHS Ai10BOI penyTalii BigirpatoTb K/HYOBY PO/ib Yy 3abe3neyeHHi eKOHOMIYHOT cTa-
6iNbHOCTI KOMMNaHI B yMOBaxX AMHaMIYHOI KOHKYPEHLIT, akTUBHOT AimxuTanisauii, Npo3opocTi MediliHoro npocTopy
Ta NOCTINHOI MIH/IMBOCTI PUHKOBOTO CepefoBuLLa. Y CTaTTi CUCTEMATN30BaHO [Kepesia BUHUKHEHHA penyTauitHnx
KpW3 i PO3/ISTHYTO TWUMOJIONiK0 KPM30BKX penyTauiiHUX cuTyauliil, 3 SKUMW MOXe 3iLUTOBXHYTWUCS KOMMaHis. ABTO-
pamMu peKkomMeHOBaHO Nif Yac po3pobky CTpaTeriin BiAHOBMEHHS AiN0BOT penyTaLii 3acTOCOBYBaTW KOMM/IEKCHNI
nigxig, Lo OXOmne eKOHOMIYHI, MpaBoBi Ta COLOKY/ILTYPHI acnekTu. Y cTaTTi NpoBefeHo aHasi3 Tunonorii ctpa-
Terili BiAHOBNEHHA AiN0BOI penyTauii, po3pobneHy W. T. Coombs (2007), sika nepenbavyae NnepBuHHI Ta BTOPUHHI
cTparerii. o NEPBUHHNX Ha/IeXaTb: 3anepeyeHHs Kpusn (KOMnaHis He BU3HaE penyTaLiiHoT Kpu3n Ta BUCBIT/IIOE B
Mefja npocTopi, WO BOHA He NPUYETHA Ta He Hece BIAMNOoBILaUIbHOCTI 3a HeraTMBHY CUTYaL,it0), 3MEHLLIEHHS KpU3K
(komnaHis BUNpaBLOBYETHCA LWOAO YACTKOBOT BUHM 260 BU3HAE BUHY B MOBHOMY 00CA3i Ta MPUHOCUTL BUOAYEHHS 3
HaZaHHsAM KOMMeHcawii nocTpaxaanvm) i BiGHOBNEHHS penyTauii (TpoakTWBHA 3MiHa CNPUIMHATTS CTEMKXO14epamMm
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iMiZpKy KOMMaHii, L0 BUMarae 3Ha4yHnx oiHaHCOBWX PECYPCIB, asie CTBOPHOE LiiHHI penyTaLiiiHi akT1BY 4718 KOMMaHi).
BTopuHHI cTparterii nepefbayatoTb 3axo4mn 3 NiATPUMKM penyTawii KOMNaHii, siki NoB’A3aHi 3 PO3BUTKOM B3aeMogii 3i
cTelikxongepamu. MNMpoaHanizoBaHO NpuKIaay Ta 0CO6AMBOCTI 3aCTOCYBaHHSA LIMX CTPATEriil Y KOHTEKCTI EKOHOMIY-
HOT 6e3nekn KoMnaHii. ABTOPY Haro/1I0WYyTb Ha KOYOBIV BaX/IMBOCTI PO3BUTKY NApPTHEPCHKMX BiAHOCUH 3i CTENK-
Xo/s4epamu nig, yac ynpasniHHA NpoLEecoM penyTauiiiHoro BiHOB/MEHHS. Y cTaTTi 3anponoHOBaHO iHAVKaTopK ANs
MOHITOPVHTY NPOLECy BiAHOBMEHHS AiN0BOI penyTauii koMmnaHii. NMepcnekTyem NoganbLUMX AOCNIIKEHb OXONIOITb
aHasi3 MbKKy/IbTYPHOTO CNPUIAHSTTA Ai/10BOI penyTauii Ha MiXKHapPOLHOMY PiBHi.

KnouoBi cnoBa: BiZHOB/IEHHSA AIN0BOI penyTauii KoMnaHii, eKoHOMIYHa 6e3neka KoMnaHii, [pkepena penyrta-
LiHOT Kp13n KOMMaHii, penyTauiiHi KpM30Bi cuTyalji, cTpaTerii BifHOBMEHHA AiN0BOI penyTauii, iHAguKaTopu Ans
MOHITOPUHTY NpoLLecy BiAHOB/IEHHA penyTauii, NOSNbHICTL CTeNKxonaepis.

Problem statement. The issue of building a
business reputation (hereinafter referred to as -
a reputation) and the maintenance of market
stability are key objectives for any company.
Restoring a company's reputation, particularly in
the aftermath of a significant breach, represents
a complicated challenge that can sometimes
prove overwhelming. For over eight decades,
Arthur Andersen company had been regarded as
one of the most prominent auditing companies
in the world and was renowned for its integrity
and dependability in delivering auditing services.
However, the discovery of falsified audit
reports during Enron's bankruptcy led to the
irreversible and devastating collapse of Arthur
Andersen's impeccable reputation, resulting in
the company's closure.

This case is an example of the
misunderstanding of prioritizing the monitoring
of reputational risks, especially those arising
from unethical practices at a managerial
level. Developing and continuously applying
comprehensive policies to preventsuchviolations
is fundamental for safeguarding against internal
threats to the company's reputation. A damaged
reputation can lead to severe financial instability,
heightened employee turnover, and the erosion
of stakeholders' trust, potentially resulting in the
company's collapse.

Reputation restoration strategies significantly
ensure a company's economic  security
in dynamic competition, rapid digitization,
transparent media space, and a volatile external
market environment.

Literature review. Booth (2000) systemized
the reputation elements: “legitimacy (conformity
to expectations based on a legal/socially
acceptable foundation), reliability (a mixture
of competence and consistency), credibility
(consistent truthfulness), confidence (credibility
plus consistent message communication), trust
(based on a comparison of confidence between
different organisations)”.

Brady and Honey (2007) examined a
classification of sources related to company
reputation crises.

Claeys, Cauberghe & Vyncke (2010)
identified an effect of crisis response strategy
on organizational reputation: “organizations that
employ rebuilding crisis response strategies tend
to have more favorable reputations compared
to those that utilize diminishing strategies.
Furthermore, the severity with which individuals
perceive a crisis is inversely related to their
perceptions of the organization’s reputation; as
the perceived severity of the crisis increases,
individuals' perceptions of the organization's
reputation become increasingly negative”.

Coombs (2007) conducted a comprehensive
study on crisis reputation situations, focusing
on strategies designed to safeguard an
organization’s reputation. Coombs (2007)
explored "how the crisis response strategies will
affect stakeholder perceptions and the impact on
reputational assets".

Kalinin, Kolisnichenko, Havrylenko, and
Demeshko (2024) explained the economic
implications of reputation management on
a company's stable market position through
several key effects: “these include the influence
of reputation on the company's resources —
specifically, access to resources, their associated
costs, and the productivity of resource utilization”.
The authors also analyzed “the impact of a strong
company reputation on enhancing its resilience
in both normal and crisis conditions, as well as
its influence on intensifying competition in the
market”.

Korzhevskyi & Mihus (2022) assert that
“business reputation ought to be conceptualized
as an intangible asset, which has the potential
to be converted into a tangible asset,
specifically in the form of goodwill in a business
structure”.

Szwajca (2016) studied the level of reputation
risk and stakeholders™ reaction. Szwajca (2018)
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examined “reputation through the lens of
perceptions held by various observers, whose
opinions are shaped by diverse sources such
as personal experiences with the company,
advertising, media content, and word-of-mouth
communication”. Szwajca (2018) characterized
“reputation as a collective and aggregated
perception formed by both internal and external
stakeholder groups, each possessing distinct
relationships with the organization and varying
expectations”. Furthermore, Szwajca (2018)
emphasized that “reputation risk is a multifaceted
construct that encapsulates the cumulative
negative repercussions of crisis events within an
organization. This complexity renders reputation
risk challenging to quantify, presenting a
fundamental dilemma for management in
effectively addressing and mitigating such risks”.

Tremblay-Boire, Prakash & Gugerty (2016)
explored “the dynamics of accountability within
nonprofit organizations, focusing on the aspect
of the importance of reputation in monitoring and
sanctioning practices”. The authors concluded
that “nonprofits seek to enhance their reputation
for responsible management by joining voluntary
regulation mechanisms such as accountability
clubs”. The authors found out that “clubs with a
longer history tend to have stronger monitoring
and sanctioning mechanisms, particularly in
terms of third-party audits and the frequency
of monitoring”. They thought that “established
clubs are better at signaling their credibility and
strong reputation through robust accountability
practices”.

A crisis situation in a company can lead
to undesirable consequences not only of
an economic and legal nature, but also of
a psychological and social nature, which
accordingly affects the reputation and requires
urgent systemic active actions to restore it
(Valackine and Virbickaite, 2011; Rhee and
Valdez, 2009).

Willems, Faulk, and Boenigk (2020)
investigated “the influence of both negative and
positive signals on the reputations of public-
serving organizations. The authors analyzed the
dynamics of trust breaches and the processes
through which these breaches can be repaired
over time, placing particular emphasis on the role
of an organization's mission in facilitating this
forgiveness process”. Their study contributes
to our understanding of “individual cognitive
processing of signals, specifically highlighting
the negativity bias, which asserts that negative
information is assigned greater significance
than positive information”. The authors further

noted that this “cognitive bias is intensified by
stakeholders' emotional involvement with the
organization's mission”.

Zhyvko, Zhyvko, and Shehynska (2024)
posited that “business reputation serves not only
as a reflection of a company's image but also as
a vital factor in ensuring its economic security
and enhancing resilience within a competitive
landscape”.

Highlighting previously unresolved parts
of the overall issue. As we have shown, the
theoretical framework for managing a company's
business reputation and ensuring economic
security has been significantly enhanced by
contributions from scientists who we cited in the
section literature review. However, despite these
advancements, there remains a notable gap in
the comprehensive analysis and generalization
of strategies tailored for reputation restoration,
and further theoretical and methodological
investigation is needed.

The purpose of the article is to theoretically
analyze and systematize the strategies for
restoring the company's reputation. The research
methods encompass analysis and synthesis,
comparative analysis, and systematization,
collectively contributing to realizing the article's
intended aims.

The research results. A reliable company
with a strong reputation boosts its reputation
through consistent efforts over many vyears.
However, a variety of factors can destroy that
reputation in an instant. Conversely, a company
can quickly acquire a negative reputation in the
market but transforming it into a reliable and
solid reputation will require significant time,
resources, and effort to communicate with many
stakeholders.

Strategies for restoring a company's
reputation must be approached from multiple
dimensions: economic, legal, and socio-cultural.

Mitigating economic repercussions while
ensuring effective communication with stake-
holders is necessary in a crisis. This includes
controlling media narratives to facilitate the
balanced dissemination of information to the
public regarding the company's market standing
and internal developments.

The legal ramifications often present
significant challenges, especially when a
company admits fault and reputation damage
results directly from the company's own actions
rather than external factors. In such scenarios,
affected parties may initiate legal claims for
damages, which can lead to a decline in the
company's stock value. Protracted legal battles
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may ensue, potentially forcing the company to
allocate substantial compensation resources,
further exacerbating its financial difficulties.

Additionally, reputation restoration's socio-
cultural dimensions are intricate, particularly in
rebuilding trust. The company must engage in
honesty and transparency in its dealings with
those adversely affected by its activities. Such an
approach is valuable for regaining stakeholder
confidence and fostering the long-term recovery
of the corporate reputation.

To understand what a company needs to do
to restore its reputation, it is first necessary to
consider the sources of its reputation crisis, which
weakens the company's economic security, and
the types of reputation crises it can find itself in,
as illustrated in Figure 1.

Brady and Honey (2007) proposed a typology
of the sources of a company's reputation crisis,
which includes: a) cultural sources: these
involve legal challenges such as tax fraud,
embezzlement, bribery, corruption, and bullying,
as well as ethical concerns like dishonesty,
manipulation of the trust and lying; b) managerial
sources: these relate to executive actions and
operational problems, particularly those arising
from ineffective decision-making processes,
such as errors in production or logistics;
c) external sources: these are connected to
mistakes or breaches of contract by suppliers, as
well as unforeseen events such as fires, floods,
or terrorist attacks.

Based on this typology, companies should
consider developing a proactive monitoring
system. This system will provide reliable
information on the current status of reputational
risk factors and assess their potential impact
on the organization's short- and long-term
reputation. More importantly, it will include
means of counteracting these sources of crisis,
thereby preventing them from escalating and
strengthening the company's economic security.

Coombs (2007) identified different types of
reputation crises that companies may face,
categorizing them into three groups:

1) independent — when crises such
as natural disasters or war are beyond the
company's control and are impossible to predict.
In these situations, the company is essentially a
victim of the crisis. For instance, the destruction
of a company's production facilities due to a
hurricane or earthquake resulted in its inability to
meet obligations to counterparties.

2) dependent but not intended — when
reputation crises arise from factors that the
company can influence but did not intend to
cause and could not predict. Examples include
accidents resulting from technical failures in
devices and product defects due to technological
issues. In such situations, the company
unintentionally causes the crisis.

3) dependent and caused by the
company —when reputation crises are predictable
and caused by the company's actions. They can

Independent and

_) .
N Cultural Unpredictable
Issues
Sources of the >
: Crisis
company Managerial . Dependent but
. 1 reputation —T 3
reputation Issues : 5 Unintended
" situations
crisis
L) External
Issues Dependent and
—

Predictable

Figure 1. Systematization of sources of company reputation crisis
and types of reputation crisis situations

Source: created by authors based on the (Szwajca, 2016, Brady et al., 2007; Coombs, 2007)
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include accidents and product defects caused
by employee mistakes or negligence, fraud,
or legal violations by owners, board directors,
or managers. In such scenarios, the company
consciously engages in actions that lead to a
reputation crisis.

Coombs (2007) systematized the restoring
reputation strategies into primary and secondary
groups, illustrated in Figure 2. In the primary
group, Coombs (2007) represented three sub-
strategies restoring reputation strategies:

A denial strategy is employed to eliminate
the cause-and-effect link between a company
and the event that has harmed its reputation.
A company can mitigate damage to its image
and reputation by denying involvement in such
events. This strategy allows the company to
demonstrate to society that it is not implicated
or responsible for the negative situation. The
company relies on a narrative of innocence in
social media, which helps avoid reputational
harm. For instance, if negative news emerges
about a well-known clothing brand's use of
cheap child labor in a developing country to
produce fashionable clothes, the company's
counter-narrative in social media would assert
that it does not violate that country's labor laws.

Coombs (2007) recommends using the following
tactical measures to apply the denial strategy:
“a) attack the accuser — company confronts the
person or group claiming something is wrong
with the organization; b) denial — company
asserts that there is no crisis; c) scapegoat —
company blames some person or group outside
of the organization for the crisis”. The application
of this strategy requires the company to
communicate effectively with the public and
helps to maintain the company's economic
security.

A diminishing strategy implies that the
company nevertheless acknowledges its role in
the negative situation or crisis that has arisen
and consists of two options. The first option is
to leverage social networks as a powerful tool
to reshape public opinion about the company,
portraying the crisis as being less severe
than it is. The second option is to assert that
the company had no control over the crisis or
that the crisis was just an isolated incident,
thereby minimizing its reputational damage.
For instance, the company released devices
with faulty batteries that caused them to catch
fire. Rather than recalling the entire batch of
products from the market, the company denies

Deny Attack the
Primary Strategies | | Accuser
Strategies LS Denial
> Scapegoat
Diminish pee
Strategies
,
| Rebuild | —
Strategies Compensation
Secondary \ /15 :
Strategies Apology

Bolstering
Strategies

‘ Reminder

Ingratiation

Victimage

Figure 2. Restoring reputation strategies
Source: created by authors based on the (Coombs, 2007)
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any manufacturing failures and claims that these
fires were isolated incidents. The company
should prepare strong arguments for both
options to support its position and safeguard its
economic security. Coombs (2007) suggests for
diminishing strategy such tools as: “a) excuse -
company minimizes organizational responsibility
by denying intent to do harm and/or claiming
inability to control the events that triggered the
crisis; b) justification — company minimizes
the perceived damage caused by the crisis”.
Allocating resources to PR communications to
minimize reputational damage during the crisis
period is essential for this strategy to ensure the
company's economic security. A common way
to address customers who have experienced
poor service from sales personnel who received
a faulty product or encountered inadequate
after-sales support is through direct interaction.
It can include positive communications on social
media that demonstrate the company’s genuine
intention to resolve the issue. It is important to
explain the situation to the customer, offer a
sincere apology, and consider providing gifts
as a gesture of goodwill for any inconvenience
caused. Additionallyy, a company should
showcase on social media how it actively
works to correct errors in its HR practices or
manufacturing processes.

The rebuild reputation strategy is proactive
and shifts the public's perception and attitude
and image of a company from negative to
positive. This strategy involves sharing positive
new information about the company, including
its past achievements with good contributions
to society. The rebuild strategy in reputation
management aims to create new reputational
assets by offering benefits, such as apologies
and tangible or symbolic support, to stakeholders
affected by the company's actions (Coombs,
2007). This strategy is typically linked to
significant changes in acompany's management,
which may include drastic measures. These
changes can involve appointing a new CEO or
PR director, altering the company's development
strategy — particularly its mission and vision —
updating the product range, or launching new
digital services. These changes not only help
maintain a reliable company's image but also
directly affect the enhancement of its economic
security. This strategy is the most costly and
effective for ensuring the company's economic
security.

In the secondary group of restoring reputation
strategies Coombs (2007) suggests the bolstering

strategy. It focuses on building strong and reliable
relationships with stakeholders who, now and in
the future, will celebrate the company's societal
achievements, thereby protecting its reputation
and positively influencing its economic security.
“Reminder bolstering strategy applies past
good works to counter-balance the current
negatives from the crisis and demands that
there are good past works from which to draw.
Victimage tactic means to remind stakeholders
that the company is a victim of the crisis too.
All bolstering strategies are best utilized as
supplements to the three primary strategies and
information adjustments about the company at
the market” Coombs (2007).

Restoring a company's reputation can be
significantly aided by strategic collaboration with
experts or respected public speakers who can,
through effective communication in media space,
focus public opinion on the positive changes
within the organization and its contributions
to societal issues. To monitor the progress of
reputation restoration, we recommend applying
such indicators: media sentiment — a rise in
positive media coverage about the company
points to improved public perception and
attitude; stakeholder loyalty growth - enhanced
loyalty from stakeholders indicates successful
relationship management and stakeholder
engagement; sales growth — a markable
increase in sales, complemented by a reduction
in consumer complaints, suggests improved
customer satisfaction; market capitalization
growth — an upward trend in the company's
market capitalization reflects growing investor
confidence and overall business health; strategic
partnerships development — the establishment
of long-term strategic partnerships signals a
commitment to sustainable development and
innovation.

In addition to employing proactive stakeholder
communication strategies, companies must
prioritize the openness and transparency of
their market activities and corporate social
responsibility initiatives. By embracing sustainable
development principles and ensuring judicial
protection of their reputation, organizations
may also engage in rebranding, eco-redesign,
and charitable efforts. However, one of the
most critical components of effective reputation
management is the ongoing monitoring of public
perception regarding the company's reputation.
This ensures that any changes in public opinion,
perceptions, and attitudes are quickly identified
and addressed.
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In general, there is no universal strategy for
restoring reputation; companies in each specific
situation build their strategy, taking into account
a personalized approach and appropriate tactics
that can best change stakeholders' perceptions
of the company and strengthen its economic
security.

Conclusions. Our theoretical  study
emphasizes the need for a comprehensive
approach to restoring a company's reputation to
ensure its economic security. While reputations
can quickly deteriorate, recovery involves
complex strategies. These strategies, which
address economic, legal, and socio-cultural
factors, include understanding the crisis's source
and type, which guides appropriate restoration

strategies, such as denial,
rebuilding, or bolstering reputation.

Furthermore, the ongoing monitoring of
reputational risks and public opinion is crucial
for timely responses to emerging issues.
A tailored approach is essential for companies
to repair their reputation and enhance
economic security effectively. This process
demands not just commitment, but a strong
adherence to ethical practices, transparency,

diminishing,

and proactive stakeholder engagement,
ultimately fostering their long-term trust and
loyalty.

Our future research will study cross-cultural
perceptions of company business reputation at
an international level.
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