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ANTIDOTE TO A

SCRUTINOUS IMAGE

As many pharmaceutical corporations, Novartis has suffered from nega-
tive publicity. With a new evaluation tool, Brand Reputation Index, the
company has revealed the reasons and managed to improve its image.

by Markus Renner

n 12 March 2007, Fortune maga-
zine revealed that 1,500 senior ex-
ecutives and board directors repre-
senting pharmaceutical and biotech
companies around the globe have
rated Novartis as “The World’s Most
Admired Company” within their industry. This position
was confirmed by the outcome of a parallel survey con-
ducted by Novartis of more than 2,500 key stakeholders in
seven key markets. Since 2005, Novartis has also appeared
at the top of the lists of every major international reputa-
tion ranking. These are the most prominent milestones of
a concerted program that has been established by Novartis
to systematically manage its corporate brand and reputati-
on. The following article will describe why Novartis laun-
ched this project, which steps were taken, what has been
achieved so far, and what is planned to further improve the
executive tool for managing the corporate reputation.

PARADIGM IN COMMUNICATIONS Since 2004,
the pharmaceutical industry has been facing considerab-
le scrutiny, criticism and negative publicity throughout
developed and emerging growth markets. According to
the annual Harris Poll among US consumers for examp-
le, 2006 only tobacco and oil corporations had a weaker
reputation than healthcare companies in general. One of
the key challenges is a growing information clutter and
overload for key stakeholder groups created by new tech-
nologies and a dramatically growing proliferation of avai-
lable information and sources. To meet this challenge and
distance Novartis from this general industry perception,
communications is aiming to reach target audiences with
differentiating stakeholder-specific messages that enhan-
ce the reputation of Novartis.
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REAFFIRMING THE NOVAR-
TIS BRAND A precondition for a
targeted and sustainable dialogue
with stakeholder groups that appear
to have greatly differing, often even
opposing, interests is a precisely defi-
ned corporate brand. Only a compa-
ny being clear on what it stands for
and being aware of its stakeholders’
feedback and expectations will be
able to identify and evaluate possib-
le perception gaps and therefore be
best equipped to achieve its business
goals. Without a brand promise re-
flecting a unique corporate purpose,
aspiration and strategy, a company
can try to live up to stakeholder de-
mands towards the industry in ge-
neral, but not proactively manage its
own specific reputation.

Only ten years after Novartis was
created in 1996 through the merger
of Ciba-Geigy and Sandoz, it is al-
ready one of the most valuable cor-
porate brands worldwide. According
to the Swiss Interbrand ranking pu-
blished in Bilanz in January 2007, its
value amounts to 11.5 billion CHF
(approx. 9.4 billion USD). Business
Week’s ,Top 100 Global Brands" al-
ready ranks the Novartis brand at
43rd position.

To meet the challenges of the
changing healthcare business envi-



ronment, the identity of the Novartis
brand was sharpened. This was done
to make sure that employees and
external key stakeholders will fully
understand the attitude and culture,
goals and strategy of Novartis. The
enhanced brand messages crystallize
the company’s purpose, aspiration
and strategy. Fundamental for all of
this were the existing corporate va-
lues, realities and demands:

|. Patients remain central to the work
done at Novartis, with the motto ‘caring
and curing’ articulating the purpose of
the entire organization and each em-
ployee worldwide. Novartis does that
by being patient-focused, an innovation
leader, a responsible global citizen and
a performance-driven organization.

2. To achieve the aspiration to be ‘the
world’s most respected and successful
healthcare company’, Novartis wants
to be a trusted partner, the top inno-
vator, the global leader, and have the
best talent and team.

3. To reach this goal, the strategy of
Novartis is to provide healthcare solu-
tions that address the evolving needs
of patients and societies worldwide.

4. The new brand design expresses the
Novartis spirit and assures a consist-
ent visual identity. The colour family
consists of warm colours to empha-
sise caring. Visuals reflect the Novartis
brand style: inspiring, empathetic and
fact-based.

IDENTIFYING GAPS AND IM-
PROVEMENT DRIVERS Having
laid the foundations, the next task
was to implement a system measu-
ring how the key stakeholder groups
of Novartis perceive the messages
embedded in the corporate brand,
i.e. what reputation the company has
among its stakeholders and how this
changes over time. Along with ascer-
taining position within the competi-
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tive set, the aim was also to objectively identify misper-
ceptions, i.e. reputation gaps and the risks resulting from
them. The intent was to detect adjustment parameters that
would enable Novartis to close such gaps effectively. The
experience that local issues increasingly have global impact
but need to be solved in regional environments required a
multi-national approach. A thorough evaluation revealed
that these objectives could not be achieved with the tools
available in the market. Reputation parameters defined on

€A precondition for a targeted and sustainable
dialog with stakeholder groups is a precisely

Reputation

defined corporate brand. )

an industry-transcending basis were not sufficient to de-
duct reliable recommendations for concrete action. Moreo-
ver, the usual survey of consumers or the general public did
not yield any usable results for an industry, whose business
model still is predominantly B2B and heavily influenced
by specialist groups. The interest of Novartis was directed
towards the groups whose attitudes and behaviours have
the greatest effect on the success of its business. Apart from
the over 100,000 employees worldwide, these include me-
dical doctors, pharmacists, patient organisations, NGOs,
healthcare policy makers, investors and financial advisors,
business partners, competitors, and future talent. Novartis
decided to partner with the corporate reputation practice
of Hering Schuppener in Germany to develop an indus-
try-specific measurement model from scratch that was to
answer the following questions:

Key stakeholders Impact on business performance
Medical Doctors — Prescriptions

Pharmacists —— Recommendations

Patient Organizations — Cooperation, support

Employees — Pride, motivation, retention

Business Partners — Preferred partner, better contracts
Investors — Portfolio share, loyalty

Healthcare Policy Makers —— Openness to dialogue

Competitors — Favorable attitude to company
Future Talents — More and better applications
NGOs — Openness to dialogue, joint projects

Figure | | How reputation drives behavioral intentions of key stakeholders
in the pharmaceutical industry
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I. Which reputation dimensions drive perception of each key
stakeholder group and which of them determine behavior of
these groups toward Novartis?

2.How strong or weak is Novartis compared to key com-
petitors — globally, in specific countries and per stakeholder
group?

3. What are the respective perception gaps towards peers
and why do they exist?

4. What are the reasons for misperceptions and unsatisfying
behavioural intentions among stakeholders and what can be
done to change or improve them?

5. Do respective activities pay off, i.e. enhance reputation
towards peers?

The Brand & Reputation Index (BRI) was developed and
first implemented in Q4 2005 as a pilot survey in the US,
Switzerland, Germany and the UK. The design was based
on two years’ analysis of 10,000 articles and 70 business
rankings published by top-tier media in these countries.
Moreover, interviews with 900 physicians, pharmacists,
industry executives and financial analysts added stakehol-
der-specific aspects to the questionnaire. The BRI pilot
itself involved more than 1,500 stakeholders who took up
to 60 minutes to answer open-ended questions about what
drives their perception of pharmaceutical companies- and
rate Novartis as well as seven key competitors across a set
of pre-defined reputation attributes.

The pilot results were used to optimise the research
model which was then validated through an international
pretest under the lead of Michaela Winke, Professor and
head of the Department of Social and Economic Psycho-
logy at the University of Basel, involving 47 scientists and
industry practitioners. In Q4 2006, the second wave of the
BRI was launched in the four initial markets plus France,
Italy and Spain. Over 2,500 representatives of the afore-
mentioned nine stakeholder groups completed the survey.

Reputation Dimensions 2007 2006
Quality of Products & Services (8 indicators) 4.75 4.55
Ethical Business Practices (7 indicators) 4.66 3.99
Transparency (8 indicators) 4.50 3.77
Innovativeness (5 indicators) 436 4.17
Quality of Management Team (7 indicators) 429 426
Corporate Responsibility (9 indicators) 4.26 3.77
Employer Attractiveness (7 indicators) 3.60 3.74
Effectiveness of Marketing & Sales (7 indicators) 359 3.65
Business Performance (6 indicators) 3.57 3.64

Change

+0.20
+0.67
+0.73
+0.19
+0.03
+0.49
-0.14
-0.06
-0.07

Figure Il | The BRI model features nine reputation dimensions
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Two advantages characterise the
value of this pioneering tool: The
research design provides concrete
improvement drivers based on beha-
vioural intentions. Moreover, it re-
flects changing patterns of percepti-
on and behaviour. Contrary to other
reputation measurement tools, the
BRI statistically identifies the most
effective action items (as opposed to
ex post interpretation based on per-
sonal experience and gut feeling).
Perception changes are made visible
through quantification of reputation
dimensions’ importance and open-
ended questions designed to catch
new demands.

The BRI model features nine re-
putation dimensions which are con-
stituted by 64 indicators and load on
a set of stakeholder group-specific
behavioural intentions (e.g. the re-
commendation to buy shares for
financial analysts). The dimensions
in the table below are ranked by or-
der of importance for the perception
amongst all stakeholders across all
seven countries. Ratings are based
on a scale of five where 5 repre-
sented ‘extremely important’ and 1
‘not important at all A comparison
between the 2007 and 2006 figures
reveals that ‘soft’ factors related to
transparency, business ethics and
CSR further increased their impact
on the reputation of pharmaceutical
companies, whereas the importance
of the traditional ‘hard’ performance
criteria continued to decline.

The BRI tells Novartis how it is
perceived within each of the nine di-
mensions broken down per country
and stakeholder group, as compared
to its peers. A closer look at the re-
sults for ‘Ethical Business Practice’
will illustrate what the system de-
livers to communication executives
and local management. Overall,
Novartis ranks a close second in
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| EXECUTIVE SUMMARY |

: Scrutinies :
+ Criticism for the pharmaceutical industry :

. Reputation measurement :
i« Implementing a system measuring what
reputation the company has among its :
stakeholders — Brand Reputation Index

. Advantages

i« Research design provides concrete im- :
: provement drivers
i+ Reflecting changing patterns of percep- :
i tion and behavior E

: Second Phase
» Gap assessment, strategy development

terms of ethical conduct. Yet, there
is still room for improvement. Even
in Spain, where Novartis leads the
peer group by a large margin in
every reputation dimension, stake-
holders provided clear indications
of how this position can be further
strengthened. For example, univer-
sity graduates (Future Talent) did
not perceive Novartis as best in class
with regard to ‘Ethical Business
Practices’ raising a concrete demand
relating to lobbying activities.

REPUTATION MANAGE-
MENT:  COUNTRY- AND
FUNCTION-SPECIFIC ACTION
PLANNING Identifying the re-
asons for such a demand and de-
termining whether it results from
misperception (that can be cor-
rected through means of commu-
nications) or reflects corporate re-
ality (requiring decision-making
by senior executives) is part of the
second phase of the reputation ma-
nagement process: gap assessment
and strategy development.Having
learned that perceptions are lar-
gely the result of local stakeholder
experience and national healthcare
debates, Novartis established a bot-
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tom-up action planning approach. Identified gaps and
improvement drivers are first discussed with the commu-
nication heads of the seven countries covered by the BRI
and of all functions that are instrumental for the dialog
with at least one key stakeholder group. They assess the
gaps, categorize them and recommend the most effective
action items. The resulting local and functional action
plans then serve as a basis for an orchestrated global stra-
tegy planning that involves communication executives
throughout the organization. Subsequent to that, key
findings and activities are discussed and decided on by
senior management. The success of the defined actions is
measured by three tools: Apart from the next wave of the
BRI, business rankings and media coverage are analysed
along the same set of reputation dimensions on an ongo-
ing basis. This is supplemented by a survey assessing the
alignment of employees with the purpose, aspiration and
strategy of Novartis.

ACHIEVEMENTS AND NEXT STEPS Novartis
knows how it is perceived by stakeholders in seven key
markets; where it has a leading reputation and where
competitors are given preference; which strengths and
weaknesses are ascribed to Novartis and the reasons why.
The necessary measurement systems and management
processes to proactively and sustainably manage the cor-
porate reputation and increase the value of the Novartis
brand are in place and reality-checked. The next twel-
ve months will reveal the
optimum degree to which ;oo
the BRI helps Novartis to Markus Renner

manage reputation risks, : Head of Corporate Brand
coordinate measures that : Management, Novartis
: International.

transcend individual coun-
tries and disciplines, and
even more accurately gear
its global communication
network to dialogue with all
relevant stakeholders. In the
same time period, Novartis
will launch a pilot survey to
extend the BRI to Japan and
five future growth markets:
Brazil, China, India, Russia
and Turkey. In 2006, the
BRI won the German PR
Report Award for ‘Evalua-

i Markus Renner is Head of
Corporate Brand Management
* at Novartis International. Since
* 2004 he has been responsible
for developing and globally im-
: plementing the new corporate
* brand strategy and the Novartis
 Brand & Reputation Index.

tion, Analysis and Measure-
ment of Value Creation’. I
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