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Abstract

Reputation is an important factor for long-term stability, competitiveness, and success of all
contemporary organizations. It is even more important for banks because of their systemic role in
a modern economy. In this study, we present a review of the current body of literature regarding
reputational risks in banks. Using the systematic literature review method, 35 articles published
from 2010 to 2020 are reviewed and analyzed. It was found that only developed countries (i.e.,
the United States and Europe) have been actively contributing to research on reputational risks in
banks, suggesting that reputational risks management of banks has not gained the global
attention it deserves. Additionally, issues of mitigation of reputational risks are identified as the
most frequently studied research theme with a paucity of research on measurement,
determinants, and implications of reputational risks at both micro and macro levels. Furthermore,
it was noticed that reputational risk management frameworks are still underdeveloped. In theory,
this review should help with a strong conceptualization of reputational risks management in

banks and guide further research.
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“We can afford to lose money — even a lot of money. But we can’t afford to lose

reputation — even a shred of reputation.” — Warren Buffett

1. Introduction

Potential risks facing banks can be broadly classified into quantitative and qualitative elements.
In recent times, qualitative risks (i.e., reputational risks, environmental, social and governance
risks) have featured prominently in the risk management discourse of supervisory and regulatory
authorities (Asongu, 2013; CBSB, 2015). The concept of reputational risks is complex, difficult
to define and quantify, and dependent on external perception. The literature notes that, with
qualitative risks, banks have to act proactively to decouple reputational risks as a “stand alone
risks” (Tachiciu, Fiilop, Marin-Pantelescu, Oncioiu, & Topor, 2020). Reputation is an important
factor for long-term stability, competitiveness, and success of all contemporary organizations
(Zaby & Pohl, 2019). It is even more important for banks because of their systemic role in a
modern economy (Walter, 2013). Reputational risk, although defined differently by many
authors, encompasses negative or impaired perceptions or publicity about an institution’s
strategic and cultural alignments, quality commitments, operational focus, and organizational

resilience among all its stakeholders.

Following the global financial crisis (GFC), reputational risk has become one of the most
significant risks confronting banks. The crisis and post-crisis periods have put trust in the
integrity of the financial sector on a downward trend, as misconduct and unethical managerial
behavior in the pre-crisis period get exposed (Miklaszewska, Kil, & Pawlowska, 2020; Tachiciu,
Fulép, Marin-Pantelescu, Oncioiu, & Topor, 2020). Consequently, confidence in banks decrease
drastically following financial crisis, and this phenomenon manifested in the increased public
opposition to banks’ rescue (Miklaszewska et al., 2020). This expression of a lack of confidence
in the social responsibility of banks resulted in increased disclosure requirements(Tachiciu et al.,
2020) as well as the enactment of stringent prudential regulations and new prudential powers for
central banks to uphold financial stability (Born, Ehrmann, & Fratzscher, 2012; Hungin &
James, 2019). A decade after the global financial crisis (GFC), corporate reputation has
improved but suffered a loss of customer support, suggesting that customers will not give an

organization the benefit of doubt (Tachiciu et al., 2020).

3



In the banking sector, reputational risk management (RRM) frameworks are still underdeveloped
(Fiordelisi, Soana, & Schwizer, 2013; Zaby & Pohl, 2019) and reactive, suggesting that RRM of
banks are developed mainly in the context of minimizing losses after a scandal, rather than as a
strategic, long term goal (Eccles, Newquist, & Schatz, 2007; Trostianska & Semencha,
2019).This may be attributable to a delay in understanding the significance of reputational risks
(Tachiciu et al., 2020; Zaby & Pohl, 2019) and difficulty with its measurement (Gatzert, Schmit,
& Kolb, 2016; Miklaszewska et al., 2020); although, awareness of reputational risks has
increased considerably, relative to other risks (Heidinger & Gatzert, 2018).Over the last decade,
numerous studies have discussed various themes in RRM, including sources/determinants of
reputational risks (Fiordelisi et al., 2013; Zaby & Pohl, 2019), measurement(Miklaszewska et al.,
2020; Trostianska & Semencha, 2019), implications(Fiordelisi, Soana, & Schwizer, 2014; Gillet,
Hibner, & Plunus, 2010), and mitigation measures (Zaby & Pohl, 2019) of reputational risks in
banks. However, attention given to the need to review the already published themes in RRM is
lacking. Therefore, conducting a systematic review of previous research on reputational risks in

banks is worthwhile.

This review study is conducted with the following questions in mind. (1) What is the annual
publication trend of reputational risks research in banks? (2) What were the contributions of
different countries/regions and researchers to reputational risks research from 2010 to 20207 (3)
What were the most frequently studied research themes of reputational risks in the literature? (4)
What are the methodologies adopted by previous studies on reputational risks in banks? (5) What
are the most frequently identified research frameworks adopted in the study of reputational risks

in banks?

The reminder of this paper is organized as follows: section 2 describes the research methodology
adopted to retrieve and select relevant papers for the analysis; section 3 presents the results and
discussion of the review findings; section 4 discusses the mapping of reputational risks research;
section 5 discusses research gaps and presents suggestions for future research direction; and

section 6 concludes the paper.



2. Methodology

A research method is the building block of every research as it serves as a strategy that guides
the research work from start to finish. Following previous work, this study adopts a systematic
review method as the primary research method. A systematic review of the literature involves
retrieving and selecting relevant prior studies with a thorough analysis to aid a current study.

2.1. Retrieval, selection, and acceptance of relevant papers

Stage 1: Retrieval of prior studies

We searched for and retrieved prior studies on reputational risks in banks using Scopus search
engine. Scopus is commonly used to search, retrieve, and select relevant papers for literature
review because it contains numerous archives of studies on a comprehensive list of disciplines,
which improves diversity in a research phenomenon. Scopus also makes literature review easier
to replicate in systematic way ensuring improved transparency in the search and selection of
relevant papers. Moreover, Scopus is deemed to have a wider coverage and articles search
precision, which makes it a better choice compared to other search engines like Web of Science,
PubMed and Google Scholar (Falagas, Pitsouni, Malietzis, & Pappas, 2008).

The search process began with the identification of appropriate keywords that captures
reputational risks of banks. The final keywords used are reputational risks, reputational loss,
reputation risk, banks, and finance. The insertion of these keywords into the ‘Title-Abstract-
Keyword’ framework of Scopus produced an initial 102 hits as of 6 March 2021. After this, the
search was restricted with the publication years 2010 to 2020. Further restrictions with respect to
document type, language and source type were imposed, which limited the number of relevant

papers to 60 for detailed content analysis.

Stage 2: Selection and acceptance of relevant papers

All 60 papers identified in stage 1 were downloaded for in-depth reading and analysis. We read
the abstracts, keywords, introduction, literature review, conceptual and theoretical framework,
research methodology, data presentation and analysis, discussion of results, conclusions and
implications for the results found as well as recommendations for future research. All four

authors read each of the 60 papers independently and assessed their relevance to the objectives of



this review. Then after, we met together to reconcile any differences in the selection of papers
included for final analysis. This process led to the selection of 35 relevant papers for data
analysis and discussions. Further restrictions with respect to document type, language and source
type were imposed. Therefore, we examined and analyzed: (i) annual trends of publications, (ii)
contribution of researchers, journals, countries, and institutions, (iii) research methodology
adopted by previous studies, (iv) relevant themes on reputational risks in banks:
sources/determinants, implications, and mitigation measures, and (v) research gaps and future

direction.

2.2 Assessing the contributions of relevant countries

This research paper helps to measure the various contributions made by researchers’ countries of
origin, and the active contributors to research on reputational risks in banks during the 11 years
period covered by this study (i.e., 2010 to 2020). To assess the contributions of countries and
researchers to reputational risks research of banks, we followed contemporary literature review
studies (e.g., Akomea-Frimpong, Adeabah, Ofosu, & Tenakwah, 2021) and adopted the score
matrix formula by Howard, Cole and Maxwell (1987) presented as presented below.

s 1.57°¢ D
core =s———————

where n denotes the number of authors; and i= denotes the order of specific author. According to
Howard et al. (1987), each paper is assigned a maximum score of 1.00. In applying this formula,

a contributing author is awarded a score according to their specific rank on a multi-authored

paper.

Table 1. Contributors’ assessment score matrix

No. of contributors | Order of specific contributor
1 2 3 4 5
1 1.00
2 0.60 0.40
3 0.47 0.32 0.21
4 0.42 0.28 0.18 0.12
5 0.38 0.26 0.17 0.11 0.08

This formula is built on the premise that the first author contributed more than a second, a second

author more than a third author, and so on. Therefore, the one point for each paper is divided into



the corresponding parts, consistent with the number of authors contributing to the research paper.
Table 1 shows the contribution assessment score matrix for multi-authored paper. Applying this
formula, we calculated and ranked the contributions of each country and author accordingly.

3. Presentation of findings

3.1. Annual publications analysis

Figure 1 shows the distribution of 35 relevant papers on reputational risks of banks published
each year during the period of covered by the study. The result shows several declines and
increases in the number of published peer-reviewed papers. However, the number of publications
peaked within 2019 (8 papers), followed by five papers each in both 2014 and 2020. The highest
number of publications during the years before 2014 was three papers each in 2012 and 2013.
With these results, the last five years (i.e., 2016 to 2020) is presumed to have witnessed a

growing research interest with 19 papers (i.e., 54% of relevant papers).
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Figure 1. Annual publication of reputational risks research from 2010 to 2020

Following the GFC, reputational risk has become one of the most significant risks confronting
banks. This may explain the reason behind the increasing trend in the interest of researchers and
practitioners towards research on reputational risks of banks in recent years. The trend of
research into the reputational risks of banks is projected to continue to increase because of the
need to build trust in the integrity of banks’ strategic and cultural alignments, quality

commitments, operational focus, and organizational resilience among all its stakeholders.



3.2. Active contributors to reputational risks research

This section presents contributions of various countries to research on reputational risks in banks.
Besides the contributing countries, the number of institutions, researchers/authors and papers are
presented. Table 2 reports the active contributing countries with a score of at least one and a
minimum of two publications/papers. These selection criteria led to the eight (8) active
contributing countries. This analysis is necessary because the geographical distribution of
research outputs on a particular topic in a specific location may reflect the extent of industrial
practice and development on the topic(Akomea-Frimpong et al., 2021). Therefore, knowing the
number of research on RRM of banks in certain locations may provide useful insight into the
extent of RRM initiatives in those financial systems.

Table 2 shows that only developed countries have been actively contributing to research on RRM
in banks, suggesting that RRM of banks has not gain the global attention it deserves. The United
States, Germany, and the United Kingdom were the top three countries, with scores of 7.32, 7.08,
and 5.61, respectively. With this result, the US and Europe have been the primary contributors to
research on RMM of banks. In United States, 11 authors from 10 institutions published 8 papers
that discussed RRM of banks, whereas in Germany, 17 authors in 9 institutions contributed to 9
publications during the period covered by the study. The United Kingdom had 11 researchers
from 9 institutions contributing to 7 publications on RRM of banks. These results are not
surprising because the fallout of the GFC severely damaged the reputation of US and European
banks (Walter, 2013; Xifra & Ordeix, 2009). Our finding is consistent with the understanding
that banks in US and Europe face a higher exposure to reputation risks, and thus, more likely to
engage in RRM(Heidinger & Gatzert, 2018).

Table 2: Active contributors to reputational risks research in Fls

Country Score Papers Authors Institutions
us 7.32 8 11 10
Germany 7.08 9 17 9
UK 5.61 7 11 9
Italy 2.60 3 4 3
Spain 2.53 3 6 5
France 2.26 4 3 3
Belgium 1.21 2 2 1
Switzerland 1.00 2 2 2




3.4. Research issues

Table 3 reports the main research issues studied in reputational risks literature of banks. The
review identified four (4) main research issues, namely measurement, determinants, implications,
and mitigation measures of reputational risks in banks during the sample period (i.e., 2010 to
2020).This analysis is critical because it depicts the concentration of reputational risks research

in banks.
Table 3. Research issues in reputational risks research
Research Issues References*
Mitigation measures  1,2,4,5,6,8,10,11,12,13,16,17,18,19,21,22,24,25,30,31,34
Implications 9,10,14,17,18,20,28,30,32,35
Determinants 6,7,12,13,14,15,20,26,27
Measurements 3,6,7,9,35

Notes: (*) Check list of references in the Appendix 1. Bold: studies that examined overlapping
issues of measurement, determinants, implications, and control measures of reputational risks.

Table 3 shows that the issues of mitigation measures employed in RRM in banks as the most
studied in the literature with 21 articles. This result is consistent with the importance attached to
RRM in banks following the GFC. Issues of mitigation of reputation risks comprise factors
ascribed in the literature to help banks in their risk management process. We have classified
these factors into three (3) broad areas, namely, strategy, management, and governance related
mitigation factors. Strategy related mitigation factors include, identification of broader
stakeholder expectations, aligning strategy with higher order goals (Tachiciu et al., 2020), inter
alia. Management related mitigation factors involves the preparation of an organization to
deliver on its commitments (Miklaszewska et al., 2020), increasing reputational risks awareness
(Trostianska & Semencha, 2019), inter alia. Governance related mitigation factors include
transparency in environmental, social and governance policies, effective reputational monitoring
system, adoption and implementation of the Equator principles (Mason & Ying, 2020;Banhalmi-
Zakar, 2016; Eisenbach et al., 2014), standard model for the reporting of non-financial results,

remuneration policies, and self-regulation (Saleuddin, 2014), inter alia.

The measurement of reputational risks is the least studied research issue with 5 articles. This is
consistent with the difficulty with measuring reputational risks (Gatzert et al., 2016;

Miklaszewska et al., 2020); although, awareness has increased considerably, relative to other



risks (Heidinger & Gatzert, 2018). The review identified two strands of literature on the
measurement of reputational risks in banks. The first strand of the literature develops indicator-
based models, which identifies reputation risks relevant factors for banks. The second strand of
literature mainly measures reputational risks as operational losses (Fiordelisi et al., 2014; 2013)
and is closely related with communications because it helps market participants form appropriate
expectations. Four main indicator-based measures of reputational risks are identified in the
literature. These are stakeholder reputation score (Miklaszewska et al., 2020), reputational index
point (Zaby & Pohl, 2019), portfolio perspective model (Eckert & Gatzert, 2019) and cognitive
mapping model (Trostianska & Semencha, 2019).

Additionally, the determinants of reputational risks in banks have been studied by 9 articles.
These studies provide an understanding of reputational risks relevant factors. We classify the
factors into two major categories, namely, financial, and non-financial indicators. Financial
related determinants comprise of quantifiable, observable factors that affect the reputational risks
of banks. These include scale and profitability (Fiordelisi et al., 2014), financing of controversial
projects (Mason & Ying, 2020; Banhalmi-Zakar, 2016), asymmetry of profit to risk ratio, bonus-
based remuneration, social responsibility, operational failures, productivity, and resource
availability (Walter, 2013). On the other hand, non-financial reputation risk factors relate to non-
quantifiable and unobservable factors identified to affect reputational risks. These include
neglect or delay to contribute to building a better future, irresponsible managerial behaviour,
inefficient system of governance, faulty strategy, poor management and leadership, inadequate
supervision and problematic corporate culture, conflict of interest, promotion of a lenient
interpretation of environmental integrity (Michaelowa et al., 2020), social requirement, customer
satisfaction, quality of internal processes, crises in other banks, capital market orientation,

legislative and regulatory requirements.

Furthermore, the implications of reputational risks in banks have been studied by 10 articles.
These include loss of current or prospective customers, loss of employees or managers, loss of
current or prospective business partners, increased cost of capital, loss of competitive advantage,
and loss in market value of firm. Although, the literature in this research area is predominantly

focused on issues of control measures adopted in RRM, eleven (11) articles addressed
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overlapping issues of measurement, determinants, implications, and control of reputational risks

in banks.

3.5. Research frameworks

We also carried out categorization based on research framework employed in the study of
reputational risks in banks. Table 4 summaries the list of theories, conceptual frameworks and
models adopted in the literature. Clearly, the results reveal that majority of the studies (57.1%)
used some kind of a framework. However, these frameworks do not converge. Consequently,
there appears to be a high level of heterogeneity in the conceptual approaches adopted in the
reviewed articles. Established theories identified represent 22.8% of the reviewed articles while
underdeveloped framework and models represent 34.2% and the remaining 43% of the reviewed
articles did not use a framework. Examples of the theories used are cheap talk theory, theory of
behavioral finance, expectancy violation theory, institutional legitimacy theory, pattern
recognition theory, theory of blame avoidance, unified theory of reaction in assets market, and
the theory of reputational alignment. Only one study combines two theories to explore

reputational risks of banks.
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Table 4.Research framework classification

Conceptual approaches identified Classification Avrticle
Cheap Talktheory Theory 12
Theory of behavioral finance Theory 13
Expectancy violation theory Theory 15
Institutional legitimacy theory Theory 15
Pattern recognition theory Theory 6
Theory of blame avoidance Theory 8
A unified theory of reaction in assets market Theory 28
Theory of reputational alignment Theory 30
Stakeholder reputation score Model 3
Reputational risks factor-based model Model 26, 27
Reputational index point Model 7
Information asymmetry hypothesis Model 10
Reputational awareness-value model Model 14
Portfolio perspective model Model 9
Intersection of reputational risks and other types of

risks Framework 2
Environmental and social policy framework Framework 4
UN Convention on Climate Change Framework 5
Lens of external control web for reputational risks Framework 20
Components of risk management Framework 18
Online dispute resolution framework Framework 16
Framework for environmental assessment in banks'

lending Framework 19
Framework of Fls risk management system Framework 21
Framework for actions and regulatory responses in

Fls Framework 22
SRI framework Framework 24
Sustainability framework Framework 25
Framework to account for biodiversity risk and

opportunities Framework 34

3.6. Research Methods

An analysis of the research methods (i.e., data collection and data analysis methods) adopted to
explore reputational risks in banks was undertaken. Five (5) major categories of research
approaches were identified. These are case study, survey, expert interview, archival data
analysis, and mixed method.Table5 reports the respective number of studies employing the
various categories of data collection methods. As shown in Table 5, archival data analysis is the
most frequent used data collection method for exploring reputational risks in banks during the

sample period 2010 to 2020 accounting for 40% of relevant studies included in the review.
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TABLE 5. Data Collection and Analysis Methods in Reputational Risks Studies
Number of papers Percent (%)

Data collection methods

Case study 3 9
Survey 4 11
Expert interview 4 11
Archival data analysis 14 40
Mixed method 10 29
Data analysis methods
Descriptive statistics 3 9
Qualitative/thematic analysis 9 26
Statistical analysis 20 57
Hybrid techniques 3 9

The mixed method is the second most used data collection methods identified in the literature
and accounts for 29% of the studies reviewed. The mixed method adopted included a mixture of
interviews, questionnaire survey and case studies/content analysis. For example, Zaby and Pohl
(2019) deployed both questionnaire survey and case study research approaches to elicit
reputational risks relevant factors which were used to model an indicator based reputational
index for banks in Germany and Switzerland. Similarly, Tachiciu et al. (2020) combine
questionnaire survey and descriptive statistics to provide an understanding of how reputational
risks is embedded in the Romanian financial industry. One of the main benefits of mixed
methodology stems from the fact that it incorporates the strengths of various methodologies in

order to thoroughly investigate a specific phenomenon.

Survey involves data collection from respondents using questionnaires or interview, which
provides a basis for generalization(Creswell, 2013). This is so because, with surveys, a
researcher could work with large sample sizes which increase the credibility of the survey-based
reputational risks relevant factors and mitigation factors identified in the literature. An analysis
of the sample sizes of the four identified studies using survey for data collection revealed very
low sample sizes: 28 respondents (Tachiciu et al., 2020), 32 bank managers (Bawre & Kar,
2019), 109 respondents (Oseni & Omoola, 2017) and 417 depositors (Ferreira et al., 2019). Thus,

the reliability of such works can only be improved through use of larger and more carefully
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constructed samples. Also, through extensive use of clearer statements of methodology which
will help to replicate studies across wide geographical context.

Case study is least data collection method adopted to explore reputation risks in Fls, which
accounts for 9% of the articles reviewed. For example, Banhalmi-Zakar (2016) used a case study
of development lending practices in Australia and Europe to determine if and how environmental
issues translated into financial risks and opportunities and impacted finance decisions. The
results showed that banks relied on development/planning or environmental approvals and
assessment by non-environmental experts as a means of mitigating the exposure to reputational
risks on caused by delays in obtaining environmental approvals. Saleuddin (2014) deployed a
case study approach coupled with interview research technique to provide insight into how self-
regulation help minimize reputational risks in financial firms in Canada. Despite the depth of
context that these case studies provide, the limited use of the method may be explained by the
shared lack of generalization of the results of case studies.

Following data collection, researchers of reputational risks in banks adopted various methods of
data analysis to arrive at their conclusions. We reviewed and categorized the data analysis
methods identified in the literature into four broad areas, namely, descriptive statistics
(representing the use of graphs, frequency tables, mean scores, etc), qualitative thematic analysis
(represents the use of a systematic method of analyzing data collected from interviews),
statistical analysis (the use of advanced quantitative analysis techniques, including regression),
and the hybrid techniques (i.e., triangulation of data analysis methods). Following the
classification, the results show that, statistical analysis and qualitative thematic analysis are the
top two (2) data analysis techniques adopted in the literature and account for 83% of the total
number of articles reviewed. Statistical analysis dominates with 57% of the total studies are
included in this review. This is followed by qualitative thematic analysis at 26% of the articles
reviewed. Qualitative thematic analysis involves the careful reading, summarizing, reflecting,
and categorizing of data into emerging themes segments to induce themes on significant events
and process of the reputational risks research in financial institutions. Descriptive statistics and

hybrid techniques accounted for 9% respectively, of the total studies reviewed.
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4. Mapping reputational risks research

4.1 Mapping of research issues to level of analysis

Table 6 shows a mapping of research issues to level of analysis adopted by studies on
reputational risks of banks. The results show a greater concentration of studies (10 papers)that
focus solely mitigation of reputational risks at the meso level of analysis. It is also evident that
there are three (3) studies that focused on mitigation and implications of reputational risks while
two (2) studies deal with measurement and implications of reputational risks at the meso level of
analysis. Additionally, three (3) studies deal exclusively with determinants of reputational risks
while two (2) studies have exclusive attention to measurement of reputational risks. Only one
study deals solely with implications of reputational risks in banks in our surveyed literature at the

meso level.
Table 6. Mapping of research issues to level of analysis
Level of analysis Determinants Mitigation Implications Measurement
General 20 18 18, 20, 29
1,2, 4,6, 10,
6, 12, 14, 15, 11,12,17,19,21, 9,10, 14,17, 30,
Meso 26, 27 22,24, 25, 30, 34 32,35 3,7,9, 35,
Micro 13 13, 16
Macro 5, 8,31

Notes: (*) Check list of references in the Appendix 1. Bold: studies that examined overlapping
issues of measurement, determinants, implications, and control measures of reputational risks.

At the micro level of analysis, only one study focused exclusively on mitigation while another
study dealt with determinants and mitigation of reputational risks. At the macro level of analysis,
all three studies discussed mitigation factors exclusively. At the general level, the distribution of
the studies is as follows: only one study focused exclusively on implications, one study dealt
with determinants and implications, while a study also dealt with mitigation and implications of

reputational risks in banks.

4.2. Mapping of conceptual approaches to level of analysis

Table 7 shows a mapping of conceptual approaches to the level of analysis employed by studies
on reputational risks of banks. Studies at the general level of analysis (11.4%) pertain to
descriptive analysis of the literature and practitioners’ reports. Meso level of analysis (68.5%)

pertains studies conducted at the firm level. Micro level analysis (5.7%) pertains to studies
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conducted at the individual level while macro level of analysis (8.5%) represents studies
conducted at the country level, mainly central banks.

Table 7. Mapping conceptual approaches to level of analysis

No
Conceptual
Level of analysis Theory Framework Model Concept Approach
General 20 18 29, 33
Meso 6, 12, 15, 2,3,4,19, 21, 9, 10, 14, 1,11, 17, 32,
28, 30 22, 24, 25, 34 26, 27 35

Micro 13 16
Macro 8 5 31

Notes: (*) Check list of references in the Appendix 1. Bold: studies that were based on the collection
and analysis of primary data.

The results show that studies at the meso level (i.e., firm level) dominate this area of research
with heterogeneity in the application of theory, framework, and model. We also identified that
only seven studies made use of primary data to explore reputational risks in banks. Although,
two studies at the micro level make use of primary data, the collection and analysis of primary
data is predominant at the meso level. A large section of studies at the meso level is concentrated
on the analysis of secondary data. The mapping reveals a paucity of studies at the micro level
(i.e., stakeholder level) that employ the collection and analysis of (new) primary data. Macro
level analysis are important for policy formulation, however, there are only three studies at this

level of analysis.

The overwhelming dominance of studies focused on the organizational level analysis of
reputational risks may signify the increased awareness and understanding in banks of the issues
of reputational risks management following the GFC. Thus, reputational risk is recognized as a
significant risk in financial firms (Heidinger & Gatzert, 2018). Despite this firm level awareness
and understanding, we believe that research on reputational risk at the macro level is important
for policy formulation for reputational risks management in banks. Additionally, micro level
research on reputational risks is necessary to provide the building blocks of theory formulation.
Accordingly, future research should consider reputational risks from the micro level perspective

while collecting and analyzing (new) primary data. In the existing reputational risk reviews,
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there appears limited understanding about level of analysis, hence, we consider this classification

as a significant contribution to reputational risks research in financial firms.

4.3. Mapping conceptual approaches to issues in reputational risks research

According to Duncombe and Boateng (2009), the identification of the conceptual approaches
employed in the literature provide valuable understanding of the extent of conceptualization of a
particular research area. Table 8 presents a mapping of conceptual approaches to reputational
risks determinants, measurements, implications, and control measures in banks. The results
reveal that reputational risks research in banks are characterized by eight (8) theories, six (6)
conceptual models and eleven (11) conceptual frameworks. The analysis revealed that 15 of the
35reviewed articles made no use of any theory or defined conceptual framework.

Studies that addressed the determinants of reputational risks are underpinned by strong
theoretical approaches. Barakat, Ashby, Fenn and Bryce (2019) employed the Cheap Talk theory
to examine the effect of financial sentiments tones in operational risks announcement. The
authors defined financial sentiment tones as net negative tone, litigious tone, uncertainty tone
and textual tone. They found that the net negative tone and litigious tone have adverse
reputational effects; however, the uncertainty tone mitigates the adverse reputational impact.
Additionally, Ferreira, Redda and Dunga (2019) use the theory of behavioral finance to examine
depositors’ behavior as a determinant of reputational risks in banks. The results revealed that
behavioral biases and depositors’ risks tolerance level influenced reputational risks. The
expectancy violation theory and institutional legitimacy theory have been employed by Barakat,
Ashby and Fenn (2018) to study the reputational effects of operational risks announcement

incurred by banks.

The theoretical approaches deployed in studies that address control measures of reputational
risks in banks are still underdeveloped in the form of frameworks(Fiordelisi et al., 2013; Zaby &
Pohl, 2019). Although, the conceptual approach is predominantly RRM framework, the theory of
blame avoidance has been employed by Hungin and James (2019) to explain how the UK central
bank’s reforms for upholding financial stability following the financial crisis diverged

significantly from the government’s original plan. The authors argue that based on the competing
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agency reconfiguration proposals put forward by UK main political parties, prior to the 2010
election, the Bank of England adopted a strategy of agency subversion so that it can minimize
the risk of future reputational damage. The two main strategies adopted are the hard delegation
to maximize control of new macroprudential powers, and ‘fuzzy’ delegation to shift micro-

prudential supervision down to subordinate agencies.

Regarding the reputational risks control frameworks, the motivation appears to come from the
concern for the environment and sustainability. Thus, we refer to these frameworks collectively
as the “Cultural, Environmental and Sustainability (CES) Framework of RMM in banks”. For
example, the framework for the inclusion of environmental assessment in banks' lending
(Banhalmi-Zakar, 2016; McDermott, Stainer, & Stainer, 2005), framework to account for
biodiversity risk and opportunities (Mulder & Koellner, 2011), sustainability framework
(Eisenbach, Schiereck, Trillig, & von Flotow, 2014) and socially responsible investment
framework (Ullah, Jamali, & Harwood, 2014).

5. Research gaps
This section of the study presents suggestions for future research directions in relation to
conceptualization of RRM, the research methods adopted, research themes, geographical

distributions of reputational risks research in banks.

5.1. Gaps in conceptual approach

Studies that address the determinants of reputational risks in banks appear to be grounded on
strong theoretical approaches relating mainly to reputational risks associated with announcement
of operational losses. Consequently, there is overwhelming focus on reputational risks related to
reactions of institutional investors in assets markets. Reputational risks research related to
measurement and implications have been broadly model-based conceptual approaches which
have not been tested for rigor, drawing of conclusion and verification. Similarly, studies that
address control measures of reputational risks are predominantly based on conceptual
frameworks motivated by environmental, social and sustainability policies. On the balance, we
document that conceptualization of reputational risks management in banks are weak and

underdeveloped. To strengthen the conceptualization of RRM in financial institutions, we argue
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that since reputational risks is dependent on perceptions of stakeholders, the outcomes
occasioned by reputational risk, reputational damage, or losses from a planned behavior of
stakeholders. Future research, primarily at the micro level should consider a modified version of

the theory of planned behavior.
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Table 8. Mapping Theoretical Approaches to Issues in Reputational Risks Research

Research issue Conceptual approaches identified Classification Antecedents cited Acrticle
Determinants Samuelson
Cheap Talk theory Theory &Zeckhauser (1988) 12
Jagongo&Mutswenje
(2014); Zindel, Zindel
Theory of behavioral finance Theory & Quirino (2014) 13
Rhee & Haunschild
Expectancy violation theory Theory (2006) 15
Rhee & Haunschild
Institutional legitimacy theory Theory (2006) 15
Factor-based model Model None 26, 27
Measurements Stakeholder reputation score Model None 3
Pattern recognition theory Theory 6
Reputational index point Model None 7
Portfolio perspective model Model None 9
Implications Information asymmetry hypothesis Model None 10
Reputational awareness-value model Model None 14
Components of risk management Concept None 18
Lens of external control web for reputational risks Framework None 20
A unified theory of reaction in assets market Theory Hong & Stein (1999) 28
Beatty & Ritter 1986);
Carter &Manaster
(1990); Titman &
Theory of reputational alignment Theory Trueman (1986) 30
Control Measures Intersection between reputational risks and other
types of risks Framework Kaiser (2010) 2
Environmental and social policy framework Framework None 4
UN Convention on Climate Change Framework None 5
Theory of blame avoidance Theory 8
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Online dispute resolution framework Framework None 16
Framework for environmental assessment in banks'

lending Framework None 19
Framework of FlIs risk management system Framework None 21
Framework for actions and regulatory responses in

Fls Framework None 22
SRI framework Framework None 24
Sustainability framework Framework None 25
Framework to account for biodiversity risk and

opportunities Framework None 34

Note: Full details of the antecedent works cited are: Samuelson, W., &Zeckhauser, R. (1988). Status quo bias in decision making. Journal of

risk and uncertainty, 1(1), 7-59; Zindel, M. L., Zindel, T., & Quirino, M. G. (2014), Cognitive bias and their implications on the financial
market. International Journal of Engineering and Technology, 14(3), 11-17; Rhee, M., & Haunschild, P. R. (2006). The liability of good

reputation: A study of product recalls in the US automobile industry. Organization science, 17(1), 101-117; Hong, H., & Stein, J. C. (1999). A

unified theory of underreaction, momentum trading, and overreaction in asset markets. The Journal of finance, 54(6), 2143-2184; Beatty, R. P.,
& Ritter, J. R. (1986). Investment banking, reputation, and the underpricing of initial public offerings. Journal of financial economics, 15(1-2),
213-232; Carter, R., &Manaster, S. (1990). Initial public offerings and underwriter reputation. the Journal of Finance, 45(4), 1045-1067;
Titman, S., & Trueman, B. (1986). Information quality and the valuation of new issues. Journal of accounting and economics, 8(2), 159-172;
Kaiser, T. (2014). Reputational Risk Management across the World: A Survey of Current Practices. Reputational Risk Management in

Financial Institutions, 185-203.
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5.2. Gaps in methodological approach

The method adopted by most of the researchers in this area of study (i.e., quantitative method)
lacks an in-depth qualitative procedure where primary data are analyzed. This may explain the
weak conceptualization of RRM in banks. The case study approach has been adopted only in
three studies. The lack of case study approach may explain the lack of in-depth information
about the RRM in banks. Further, the limited use of the questionnaire approach takes away from
the research in this area, the participation of experts, in the development and framing of the
theory of RRM in financial institutions — with the exception of Zaby and Pohl (2019), who
engaged experts such as chief risk officers, risk mamangement officers, operational risks
officers, investor relation officers, and media relation directors in five ‘big banks’ and 18 saving
and Cantonal banks in Germany and Switzerland. This provides useful insights into specific
incidents affecting the reputation of banks and imformation on practical means to identify
specific reputational risk relevant incidents. Another key methodological feature of research in
this area is the limited case study approaches at the micro level of analysis and the geographical
bias towards the United States, the United Kingdom and Europe — with the exception of Ferreira,
Redda and Dunga (2019), who use individual level dataset collected through questionnaire

survey from bank depositors in South Africa

5.2. Gaps in issues and evidence

Our review of the literature revealed that a great deal of studies examines issues of mitigation of
reputational risks as well as the implication and determinants of reputational risk at the meso
level. The evidence at the micro and macro level is limited and weak (e.g., small sample sizes).
Thus, the reliability of evidence can only be improved through use of larger and more carefully
constructed samples. Although, developed countries (i.e., U.S., U.K. Germany, Italy, etc) have
contributed immensely to reputational risks research, their evidence is based primarily on
secondary data in which reputational risk is inferred from operational loss announcements and
investors reactions in the assets market. Evidence from micro level data (i.e., collection of
primary data) is geographically concentrated on developing countries (i.e., South Africa, India,
Malaysia, Romania, UAE, and Pakistan). Additionally, the evidence in the literature is skewed

towards conventional banks with only one study focused on Islamic financial institutions.
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Further gaps in issues and evidence relate to the limited calibration of new indicator-based
measures of reputational risks in the literature. Given the difficulty with the measurement of
reputational risks(Gatzert, Schmit, & Kolb, 2016; Miklaszewska et al., 2020), we believe that
these measures are significant contributions to the literature and encourage future research to
calibrate/ them for validity and rigor. Similarly, the evidence on mitigation factors, implications,
and to some extent, the determinants of reputational risks has been broadly descriptive. This is
important, however, empirical evidence concerning these factors is lacking. It is also evident that
there is a paucity of studies dealing with the determinants, implications, and measurement of
reputational risks at both micro and macro level of analysis.

6. Conclusion

This paper presents a review of the current body of literature regarding RRM in banks. Using the
systematic literature review method, 35 articles published from 2010 to 2020 are reviewed and
analyzed. It was found that the U.S. and Europe have been countries of focus for most
reputational risk studies. Additionally, issues of control of reputational risks are identified as the
most frequently studied research theme with a paucity of research on measurement of
reputational risks. Furthermore, it was noticed that reputational risk management frameworks are
still underdeveloped. In theory, this review should help with a strong conceptualization of RRM

in banks and guide further research.

This study offers several contributions to research and practice. First, it presents a holistic review
of prior studies on RRM in banks which should help stakeholders, policymakers, and regulators.
This may aid policy formulation that harnesses the good of RRM in banks by monetary
authorities. Second, this knowledge has pointed out the need for more research efforts in areas
such as conceptualization of reputational risks and methodologies. Finally, this study provides a
critical baseline effort toward an improved understanding of research issues, conceptual
approaches and methodologies adopted in the study of reputational risks in banks as well as

future research efforts.

23



Although, this study provides several insights into RRM in banks, it also has some limitations.
First, conference papers, periodicals and abstracts were excluded from the selection of the papers
for this study. These studies were not published in peer-reviewed journals. Also, studies which
were not published in English were not considered. These exclusions have bearings on the
findings of the study making it skewed to journal articles and English language. That is, the
exclusion of non-peer-reviewed and non-English studies from this review paper may have
introduced sampling bias. However, similar studies have used similar approaches to conduct

review studies in contemporary literature(Gatzert, 2015; Asongu, 2015).
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Appendix 1. List of references included in the systematic review

# Authors

1 Brei et al. (2020)

2 Téchiciu et al. (2020)

3 Miklaszewska et al. (2020)
4 Mason & Ying, (2020)

5 Michaelowa et al.(2020)

6 Trostianska & Semencha (2019)
7 Zaby & Pohl (2019)

8 Hungin & James (2019)

9 Eckert & Gatzert (2019)
10 Autore et al.(2019)

11 Bawre & Kar (2019)

12 Barakat et al. (2019)

13 Ferreira et al. (2019)

14 Heidinger & Gatzert (2018)
15 Barakat et al. (2018)

16 Oseni & Omoola (2017)
17 Vizcaino-Gonzalez et al.(2016)
18 Gatzert et al. (2016)

19 Banhalmi-Zakar (2016)

20 Walter (2016)

21 Gambetta et al.(2015)

22 Saleuddin (2014)

23 Clancy (2014)

24 Ullah et al. (2014)

25 Eisenbach et al. (2014)

26 Fiordelisi et al. (2014)

27 Fiordelisi et al. (2013)

28 Sturm (2013)

29 Walter (2013)

30 Carter & Power (2012)

31 Born et al. (2012)

32 Plunus et al.(2012)

33 Scandizzo (2011)

34 Mulder & Koellner (2011)
35 Gillet et al. (2010)
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