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RIM and Kodak were once 
masters of all they surveyed; but
not any more. As their fortunes 
have declined, so their reputations
have plummeted. Disgruntled
shareholders are now looking for
people to blame

By Nir Kossovsky 
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Table 1. Reputation is an epiphenomenon. There are six key business processes
(intellectual properties) that seek to achieve specific reputationally relevant goals and
underpin reputation value

Process goal Definitions

Create an ethical work Ethics are the moral principles by which a company operates;      
environment integrity is the act of adhering to those moral principles. Ethics    

are an integral part of governance that combine with integrity to   
affect the reputation value of all other intangible assets.                
Additionally, ethics are the keystone intangible asset because      
they form the basis for trust and confidence.

Drive innovation Innovation is the design, invention, development and/or                
implementation of new or altered products, services, processes,  
systems, organisational structures or business models for the      
purpose of creating new value for customers and financial            
returns for the firm.

Assure quality Quality is:
• The extent to which a product is free from defects or              

deficiencies.
• The extent to which a service meets or exceeds the                

expectations of customers or clients.
• The extent to which products and services conform to            

measurable and verifiable criteria.

Uphold safety Safety is the state of being certain that a set of conditions will      
not accidentally cause adverse effects on the wellbeing of            
people or the environment.

Promote sustainability Sustainability means making, using, offering for sale or selling      
(aka corporate products and services that meet the needs of the present            
social responsibility) without compromising the ability of future generations to meet     

their own needs.

Provide security Security is the degree of protection that a company offers 
(physical/and cyber threats) against events undertaken by actors intentionally, criminally or     

maliciously, for purposes that adversely affect the firm. Because  
fear is the great disruptor of life and commerce, it is useful to       
think of security, the most ethereal of the intangible assets, as      
“absence of fear”.

Data source: (IAFS, 2010)
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Figure 1. Quantitative reputational metrics profile of RIM. Top: superimposed plots of RIM’s deteriorating reputational profile, its
corresponding drop in return on equity and the benchmarks – the median return on equity among the median of the 70 peers in the
telecommunications equipment sector, and those of the S&P500 Composite Equity Index. Over the trailing 12 months, RIM’s
reputational ranking dropped 17 percentile points and its equity underperformed the median of its benchmark by 53%. Middle: the
exponentially weighted moving average of RIM’s reputation, a volatility index, shows that the most recent metric is still very high at
40%. Bottom: two derivative metrics of velocity and vector are negative to flat in the case of the former and hyper-volatile in the case
of the latter. Collectively, these are indicators that RIM’s reputation – in its sector, most importantly for innovation – is evoking
significant stakeholder uncertainty and fear

0.6

0.4

0.2

0

0.8

1.0 0.3

0.2

R
et

ur
n 

on
 e

qu
ity

 27/10/2011 28/04/2011 28/10/2010

R
ep

ut
at

io
n 

in
de

x

Research In Motion Ltd 
reputation index through 03/11/2011

Median “Telecommunication
group” ROE

S&P500 ROEResearch In Motion Ltd 
ROE through 03/11/2011

0.1

0

-0.1
-0.2

-0.3

-0.4

-0.5

-0.6

-0.7
-0.8

Trailing 12-week velocity and vector 

R
ep

ut
at

io
n 

ve
ct

or

Research In Motion moving quarterly 
velocity through 03/11/2011

Research In Motion moving 
quarterly vector 03/11/2011

-1.5

-0.75

0

0.75

1.50.75

0.38

0.00

-0.38

-0.75

14/04/2011 21/07/2011 21/10/2011

R
ep

ut
at

io
n 

ve
lo

ci
ty

Data source:

14/04/2011 27/10/201121/07/2011

Periodic EWMA Reputation Index Vol

Research In Motion Ltd 
reputation index through 03/11/2011

Research In Motion Ltd 
Index EWMA volatilty

0.6

0.4

0.2

0.0

0.8

1.0 2.5

2

1.5

1

0.5

0

R
ep

ut
at

io
n 

in
de

x

IAM_51 Paginated - 1  30/11/2011  16:48  Page 77



www.iam-magazine.com78 Intellectual Asset Management January/February 2012

Figure 2. A measure of the fraction of RIM’s market capitalisation accounted for by its
intangible assets. As of the close of markets on 3rd November, only 30% of RIM’s
value was intangible compared to the median of its peer group at 60%. For a firm
whose reputational value in innovation once commanded extreme valuations, this is
a clear sign of reputational value loss from multiple overlapping chronic factors:
cultural, managerial and operational 
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Figure 3. Quantitative reputational metrics profile of Eastman Kodak. Top: superimposed plots of Kodak’s deteriorating reputational
profile, its corresponding drop in return on equity and the benchmarks – the median return on equity among the median of the 29
peers in the electronics/appliances sector, and those of the S&P500 Composite Equity Index. Over the trailing 12 months, Kodak’s
reputational ranking dropped 12 percentile points and its equity underperformed the median of its benchmark by 54%. Middle: the
exponentially weighted moving average of Kodak’s reputation, a volatility index, shows that the most recent metric is moribund at
4%.    Bottom: two derivative metrics of velocity and vector are negative. Collectively, these are indicators that Kodak’s reputation – in
its sector, most importantly for innovation – is dead 
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Figure 4. A measure of the fraction of Kodak’s market capitalisation accounted for by its
intangible assets. As of the close of markets on 3rd November, 600% of Kodak’s value
was intangible compared to the median of its peer group at 56%. Equity investors, at
any rate, are betting on a monetisation event around the patent portfolio.  
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Source: Reese, C et al, “Intangibles and the New Reality:
Risk, Reputation and Value Creation”, 

2011; 16(1): 20-32

Inside 

The Delaware Supreme Court’s 2006 opinion
adopting the concept of oversight liability is
notable for many things, including:
• Its clarification that breach of the duty 

of oversight is a breach of the duty of
loyalty.

• The affirmation that director oversight
liability may be predicated on facts
showing that either: “(a) the directors
utterly failed to implement any reporting
or information system or controls, or (b)
having implemented such a system or
controls, consciously failed to monitor or
oversee its operations thus disabling
themselves from being informed of risks
or problems requiring their attention.”

• Its applicability to intangible assets.
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Action plan
relates to innovation, reputation

and value:
• Innovation is a core business process that

underpins reputation. Reputation, and its
component drivers, should be discussed
in formal corporate documents as an asset
to be managed and value to be protected.
Patents are evidence of activity; not
necessarily evidence of innovation in the
sense that innovation should create new
value for customers and financial returns
for the firm.

• Corporate decline may be an inevitable
evolutionary process. Board-level controls

and affirmative oversight of the innovation
process may mitigate the inevitable
disappointment that shareholders tend to
express through litigation.

• Boards can help to immunise themselves
against claims of breach of duty of loyalty.

• Demonstrate leadership and participate in
appropriate reputationally relevant affinity
groups where they can demonstrate
publicly their oversight processes. 

• Obtain third-party endorsements from
iconic investors, rating agencies or
insurers affirming the integrity of their
oversight processes.

Nir Kossovsky MD is chief executive of
Steel City Re
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