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MARKETING RISKS
OF TERRITORY BRANDING

Branding as a strategic tool for managing
the development of territories performs an
important function in creating awareness,
ensuring a positive image, attracting invest-
ment, tourist flows, human capital, and
increasing the overall competitiveness of the
territory at the national and global levels.
However, the process of forming, promoting
and managing a territory’s brand is accom-
panied by certain marketing risks that can
significantly affect the effectiveness of branding
strategies and cause negative consequences of
both economic and social nature. Timely
identification, assessment, and effective mini-
mization of such risks allow avoiding repute-
tional losses, maintaining the trust of target
audiences, and ensuring sustainable economic
growth. The research is based on the hypothesis
that the marketing risks of a territory brand are
formed under the influence of internal and
external factors in its marketing environment.
The methodological basis of the research is
formed by general scientific and special
methods: analysis and synthesis, induction and
deduction, grouping, structural and logical
method, logical generalization of results and
graphic visualization. The article analyzes
the main theoretical approaches to the
interpretation of the concepts of "marketing
risks" and "brand risks" and characterizes the
existing approaches to their classification. The
factors of the micro- and macro-environment
that generate risks are analyzed, and a typology
of marketing risks of the territory brand is
proposed. The results of the research can be
used in the development of territorial branding
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MAPKETUHIOBI PU3UNKW
BPEHAWNHIY TEPUTOPIN

bpenoune sk cmpameziunuii incmpymenm
VNPAGNIHHA PO3GUMKOM MEPUMOpPIti BUKOHYE
saxcaugy QYHKYiro y opmyeanui 6nizHasa-
HoCcmi, 3a6e3neueHHi NO3UMUBHO20 IMIOJICY,
3AIyYenHi  iHeecmuyitl, MYypUCMUYHUX NOMOKIS,
JII0OCLKO20 KAnimany, a makoxc y niosuuenHi
3a2ANbHOI KOHKYPEHMOCHPOMONCHOCHE MEPUMOopii
Ha HAYIOHATIbHOMY mMad 2100ANbHOMY DIGHSX.
Oonax ghopmyeanns, npocyBants ma YRpagiinHs
bpeHOoM mepumopii CynpoBOONCYIONbCS NEeGHUMU
MAPKEMUH208UMU  PUSUKAMU, AKI  MOJICYMb
icmomHo enaueamu Ha egeKmusHicmes OpeHOUH-
208uUx cmpameeiii i 3YMOGNIO8AMU HE2AMUBHI
HACTIOKU SIK eKOHOMIYH020, MakK i COYianbHO20
xapaxkmepy. Ceoeuache 6UsA6NEHHA, OYIHKA MmaA
ehexmuera MIHIMI3AYIA MAKUX PUBUKIE OAiOMb
3M02y YHUKHYMU penymayiunux empam, 30e-
peemu 008ipy yinbogux ayoumopiu ma 3abe3-
neuumu cmitike eKoHoMiuHe 3pocmanHs. Jocui-
Ooicents bazyemvpCs Ha 2inomesi, Wo MapKemuH-
206i pusuxu OpeHdy mepumopii popmyromvcs nio
BNJIUGOM BHYMPIUWHIX MA 306HIWHIX YUHHUKIG i1
MaprkemuHz08020 cepedosuwa. Memooonoeiuny
OCHOBY OOCHIOJICEHHSI CIMAHOGIAMb 3a2ANbHOHAY-
KOBI mMa CheyianbHi Memoou. aHAi3 [ CUHMmES,
IHOYKYisA ma OedyKyisi, pYnyeaHHs, CIMPYKMYpPHO-
JIO2IYHUTE MemOO, JI02IUHE Y3A2a/lbHEHHS pe3)/ib-
mamie ma epaghiuna sizyanizayis. Ilpoananizoearo
OCHOBHI meopemuyni NiOX00U 00 MPAKMYBAHHS
nousmv  "Mmapxemuneosi pusuku" ma "pusuxu
opendy”, oxapaxkmepuzoeano icHyioui nioxoou 0o ix
Knacugikayii. JlocniooiceHo wuHHUKYU MIKpO- mda
MaKpocepeoosuwd, o 2eHepylomb PUsUKU, a
MAaKodIC 3aNpPONOHOBAHO MUNON02II0 MAPKemuH-
206UX pusuxie bpendy mepumopii. Pezynomamu
O00CTIOAHCEHHS MOANCYMb OYMU GUKOPUCIAHT NIO YAC
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strategies and risk management systems in the | pospo6rennsi cmpameziti mepumopiansnoeo 6pen-
field of territory marketing. OUH2y ma cucmem YApAGIinHsI pusukamu y cgepi
MapKemunzy mepumopii.

Keywords: territory branding, marketing Katouosi cnoea: OpeHIMHI TEPUTOPIid,
risks, brand risks, marketing environment. MapKCTHHIOBI PU3HKH, PU3HKH OpEHIy, MapKe-
THUHI'OBE CEPEAOBUIIIE.

JEL Classification: M31, R22.

Introduction

Territory branding is an important element in the formation of a
unique image of a territory, which allows attracting tourists, investors and
creating favorable conditions for economic growth. It is becoming
increasingly relevant in the context of growing competition between
territories (cities, regions, communities, etc.) that seek to stand out among
others at the national and international levels. However, territory branding is
accompanied by numerous marketing risks that can negatively affect the
effectiveness of implemented strategies. Failure to take these risks into
account can lead to reputational losses, financial problems, and other
consequences that can undermine the achievement of the territory’s long-
term goals. Thus, identifying and analyzing branding risks is a key aspect for
ensuring the sustainable development of territories and their successful
positioning in the global environment.

Scholars have studied marketing risks in various aspects, but they have
not considered them in the context of territories. Lyakh (2013), Karpenko
and Chornenka (2022) analyzed marketing risks in the context of enterprises.
Laburtseva (2016) studied the risks of trading enterprises. Lyaluk et al. (2022)
studied the marketing risks of trading enterprises, but in a digital
environment. Oklander and Pedko (2017) focused on market risks in all areas
of marketing activity. Kurasova and Yevtushenko (2017) considered the risks
associated with the creation of new brands. Fournier and Srinivasan (2018)
studied branding risks and risk management. Marketing risks of territory
branding have not been studied by anyone in the studies.

The aim of the research is to define and classify marketing risks of
branding territories.

The article is based on the hypothesis that the formation of marketing
risks of a territory’s brand is influenced by the marketing environment of the
territory.

To verify the hypothesis, the following general scientific and special
research methods were used: analysis and synthesis, induction and deduction,
grouping, structural-logical (for studying marketing and branding risks and their
classifications), logical generalization of results (for formulating conclusions
regarding the conducted research), graphic (for creating drawings).

The information base of the research was publications of domestic and
foreign scientists, as well as Internet resources.
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In three sections of the main part of the article, various approaches to
defining the concepts of "marketing risks" and "brand risks™ are considered,
existing classifications of marketing risks and brand risks are highlighted; the
factors that shape the marketing risks of the internal (micro-) and external
(macro-) environment of the territory have been identified; the marketing risks
of branding territories have been systematized.

1. The nature of marketing risks

Marketing activities are accompanied by a significant number of risks
that can significantly affect the effectiveness of implemented strategies and
the achievement of planned results. One of the key areas of research into
marketing risks is the branding of territories, since this process determines
not only the level of competitiveness of a certain territory, but also affects its
long-term social and economic development.

Research into marketing risks in the field of territorial branding is
necessary for the timely identification of potential threats, the development
of mechanisms for their prevention, and the reduction of the level of uncer-
tainty. This, in turn, contributes to increasing the effectiveness of commu-
nication strategies, the formation of a sustainable positive image of the
territory, and ensuring its sustainable development in the context of global
competition.

For a better understanding of the term "marketing risks™ in Table 1,
various interpretations of this concept by scientists are given.

Table 1

Generalization of definitions of "marketing risk"

Authors Essential features

Definition of the concept

The marketing

Karpenko &
Chornenka
(2022, p. 56)

Laburtseva
(2016, p.81)

Lyaliuk et al. (2022)

104

Risk in the field of marketing activities should be interpreted as
a separate marketing management function due to the
uncertainty of internal and external environmental factors of the
enterprise when making decisions in the field of marketing,
which involves a special procedure for identifying, assessing,
selecting and using methods of influencing risks, exchanging
information about risks, and controlling results

Marketing risks of trading enterprises are a set of risks that
arise in the process of marketing activities of trading
enterprises as a result of the influence of controlled and
uncontrolled factors and carry the possibility of not
achieving the established goals of this activity at its
individual stages or as a whole

Marketing risks are potential failures and losses that may
arise as a result of the lack of internal resources for the
integration of marketing channels, insufficient general
business understanding of the value of individual
customers and improper coordination of communication
or coordination of actions in business areas or sales
channels
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End of Table 1

Authors Definition of the concept Essential features

Marketing risk is the probability of not achieving

marketing goals under the influence of the external

environment or internal negative factors. The consequence | Probability of not
Lyakh (2013, p. 190) = of marketing risk is a low level of sales volumes of = achieving marketing

products or services compared to planned indicators and, = goals

as a result, leads to a decrease in planned profit (receiving

a loss)

Risks in marketing are a category that reflects the inherent

properties of marketing management, which arise from | Category that
objective or subjective reasons, are measurable or | reflects the inherent
immeasurable in nature and can cause a decrease in | properties of
planned income in the process of solving sales opti- | marketing
mization problems. Risks in marketing are foreseeable ' management
events that can lead to losses or damages

Risk in marketing should be understood as the threat of
Pavlenko et al. losses or loss of profits as a result of implementing specific = Threat of losses or
(2008, p. 269) decisions or types of production and sales activities based ' loss of profits

on marketing recommendations

Oklander & Pedko
(2017, p. 129)

Source: compiled by the author.

From Table 1, we conclude that marketing risks of territories should be
understood as potential threats and failures that can lead to failure to achieve
marketing goals, deterioration of the territory’s image, and financial losses.

For a deeper understanding of marketing risks, their classification
should be considered (Table 2).

Table 2

Classifications of marketing risks

Authors Classification code Type of marketing risk
Sales risks
Karpenko & Chornenka = By sources of risk Interactions with counterparties and partners
(2022, p. 55) By place of occurrence Risks of unforeseen competition

External and internal risks

Objective and subjective

External and internal risks

Price risks

Product risks

Distribution risks (sales)
Promotion risks (communication)

The nature of factors that
Laburtseva generate risk.
(20186, p. 83); Depending on the influencing
Lyakh (2013, p. 189) factors

By the cause of occurrence

External (risks of external factors of the
Oklander & Pedko . marketing microenvironment) and internal
(2017, p. 129) PlEGE @1 TR EEEUEEE (risks of internal factors of the marketing
microenvironment)

Caused by the actions of
macroenvironmental factors

Caused by the actions of microenvironmental
factors

Market research

Strategic decisions

Marketing complex

Objective (external) risks
Pavlenko et al. Subjective (caused at the stages
(2008, p. 271) of preparation and making

marketing decisions) risks

Source: compiled by the author.
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As follows from Table 2, marketing risks are mostly considered in the
context of enterprises and classified by their place of origin and divided into
external (objective) and internal (subjective).

To more fully determine the possible risks of branding territories, it is
advisable to carry out a comprehensive analysis of the marketing
environment of territories, which includes the study of the macro- and
microenvironment.

2. Factors that create marketing risks of the territory

The risks that arise in the process of branding territories are
inextricably linked to the marketing environment, which determines the
conditions for the formation, development and perception of a territorial
brand. Taking these risks into account is key to developing effective branding
strategies and ensuring its long-term sustainability. The marketing envi-
ronment of territories encompasses a set of factors that determine the
perception of the territory by target audiences, the level of its compe-
titiveness, and the effectiveness of measures aimed at promoting the brand.
The factors of the marketing environment can be conditionally divided into
two groups: the macroenvironment, which contains general factors that affect
all territories regardless of their geographical location or specificity, and the
microenvironment, which consists of internal factors that determine
the features of the development of a particular territory and directly affect its
branding (Figure 1).

Macro environment
Historical factors

Social and
cultural factors

Demographic
factors

Microenvironment

Subsoil, natural resources

Competitors Population

Infrastructure Culture, traditions
And customs
Local government

Scientific and technological
development

Political
and legal
factors

Natural and
environmen
tal factors

Structure of the economy

Social and economic
development

Economic
factors

Scientific and
technological factors

Figure 1. External and internal marketing environment of the territory
Source: (lankovets & Levytska, 2024, p. 67).

A comprehensive analysis of the marketing environment makes it
possible to identify potential risks at the early stages of developing a
territorial brand and implement preventive measures to minimize them.
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The main risks formed by external environmental factors are
expediently divided into the following types:

political and legal (related to the political and legislative system):
continued hostilities; change in state policy; negative changes in legislation, etc.;

economic (related to the economic system): increased inflation;
decreased purchasing power of the population; increased unemployment, etc.;

social and demographic (related to the population of the territory):
increased migration of the population; aging of the nation; change in the sex
composition of the population (predominance of women), etc.;

natural and ecological (related to natural resources, flora, fauna and
ecology): climate change (global warming); pollution of nature due to
hostilities; shortage of natural resources, etc.;

cultural (related to the historical and cultural heritage of the territory):
destruction of historical monuments; loss of cultural identity; disappearance
of folk traditions and rituals, etc.;

scientific and technological (related to the level of development of
science and technology): low level of scientific research; lag in the
introduction of innovations, etc.

Key risks formed by internal environmental factors are divided into:

competitive (related to competition between territories): low attract-
tiveness of the territory; emergence of new competitors (territories with
similar investment and tourist offers), etc.;

infrastructural (related to the infrastructure provision of the territory):
lack of kindergartens, schools and hospitals; deterioration of transport
infrastructure, etc.;

risks related to the local population: outflow of youth and qualified
personnel; change in population structure; reduction of jobs, etc.;

risks related to local authorities: inefficient resource management;
bureaucratic obstacles; insufficient level of population involvement in
decision-making, etc.;

investment and entrepreneurial (related to entrepreneurs and investors
and business activities): distrust of the territory; political and economic
instability; lack of a favorable business environment, etc.;

tourist (related to tourists and the tourism industry): environmental
pollution; unsatisfactory quality of service; deterioration of cultural and
historical monuments, etc.

At the same time, it is important to remember that every risk may
contain a potential opportunity. The main thing is to identify a potential
danger in time and prevent it, or — in the best case — turn it into an opportunity.
This is helped by regular monitoring of the marketing environment, which
allows you to identify threats in a timely manner and adapt the brand strategy
in accordance with changes in the external and internal environments.
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3. Territory branding risks

Risks arising in the process of branding territories can be divided into
two main groups: marketing risks, which are formed under the influence of
various factors of the marketing environment, and branding risks, which are
directly related to the development, implementation and perception of a
territorial brand. This approach provides an opportunity to analyze potential
threats in more detail and determine effective mechanisms for their
prevention. Branding risk is a new and not yet sufficiently researched
concept, so there is no unambiguous definition of this term (Table 3).

Table 3
Generalization of definitions of "brand risk"

Authors Definition of the concept Essential features

Brand Risk refers to the potential damage that a company’s
reputation and financial performance could suffer as a result of
negative public opinion, regulatory action, or other external
factors

The term "brand risk" refers to the potential for a brand to = Falling down, loss

Kudumula (2023) Potential damage

Lindsay (2024) either completely fail or lose value in the marketplace of value
Brand Risk refers to the potential damage that a business could
Seekr Team : - - .
(2024) suffer through its public persona or connections, whether | Potential damage

intentionally or accidentally

Source: compiled by the author.

The risks of branding territories should be understood as a set of
potential threats and uncertainties that can negatively affect the creation,
development, implementation and perception of a territorial brand, as well as
its image and reputation.

To form a systematization of branding risks of a territory, it is
advisable to consider existing classifications.

Kurasova and Yevtushenko (2017) identify 10 classes of risks that are
closely related to the creation of new brands: financing; product; political;
economic; reputation; translational; instability; erroneous strategy; choice of
goods and consumers; incorrect assessment of the market situation.

Fournier & Srinivasan (2018) identify 4 risks related to brands:

» brand reputation — is the potential damage to the overall reputation of
a brand that arises from negative brand signals;

* brand dilution — refers to the loss of values that distinguish a brand
from competitors;

* brand cannibalization — results in lost sales or revenue that occurs
when customers purchase a new product at the expense of other products
offered by the same company;

* brand stretch — reduces the company’s ability to capitalize on new
market opportunities, new technologies, or changing consumer tastes by
introducing new, personalized offerings.

Seekr Team (2024) identify 6 main sources of brand risk in the digital age:

« out-of-context ad placements;
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« association with controversial or harmful content;

« Negative user-generated content on social media platforms;

« inappropriate partnerships with influencers;

« data breaches and privacy issues;

« regulatory changes.

Lindsay (2024) examines the 7 most common brand risks:

« brand awareness risk — when the target audience does not associate
the brand with a specific product or service;

« brand recognition risk — can arise if the brand does not have a well-
developed brand recognition or has failed to stand out from its competitors;

« lack of customer loyalty — negative customer experiences can lead to
a disloyal customer base;

« Negative brand legacy — negative moments in the company’s history
can affect public opinion;

« positioning issues — when the brand has not chosen a specific position
or the target audience does not remember it;

« public perception risks — negative public perception of the brand is a
serious risk and can significantly damage reputation;

« reputational risks — a brand’s online reputation should align with the
company’s values. If there is a gap between the desired image and how
customers actually perceive the brand online, this is a problem.

Summarizing the opinions of various authors on this issue, it is
proposed to divide the risks of branding territories into 4 key groups.

Strategic risks (associated with the development, implementation and
implementation of the territory brand strategy):

« lack of a holistic strategy;

« incorrect research before developing a brand strategy;

« risk of insufficient funding;

« risk of errors at the stages of creating a strategy;

« risk of incorrect selection of the target audience, etc.

Positioning risks (associated with incorrect determination of the
territory’s place in the market):

« similarity with competitors;

« unclear positioning;

« incorrectly selected unique selling proposition;

« public rejection, etc.

Communication risks (associated with the promotion and marketing
communications of the territory):

« use of ineffective communication channels;

« risk of lack of brand recognition and awareness;

« inconsistency of communications with modern trends;

« violation of ethics and morality;

« Negative responses to communication messages, etc.

Reputational risks (related to the image of the territory):
« inconsistency of the brand with the real characteristics of the territory;
« cooperation with individuals with a controversial reputation;
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« Negative public opinion;
« risk of scandals, conflicts, crises, etc.
Thus, it is advisable to consider marketing risks of territory branding in

a complex manner (Figure 2), since they are interconnected and interact with
each other. A comprehensive approach to the analysis of marketing risks makes
it possible not only to identify potential threats at the early stages of
implementing a branding strategy, but also to develop preventive measures to
minimize them. Taking into account both global and local factors allows you to
more accurately predict possible difficulties and challenges and adapt the brand
to changing conditions.
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Figure 2. Marketlng risks of territory branding

Source: compiled by the author.
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By approaching territory branding taking into account these risks,
organizations and local authorities can create effective promotion strategies
that will help not only avoid negative consequences, but also strengthen the
positive image of the territory, sustainable development and attract investors
and tourists.

Conclusions

The research confirmed the hypothesis of a significant influence of the
marketing environment of the territory on the formation of marketing risks
associated with its branding. The marketing environment encompasses a set
of internal (competitive; infrastructure; risks associated with the local
population; risks associated with local authorities; investment and entrep-
reneurial risks; tourism risks) and external factors (political and legal,
economic, social, demographic, natural and environmental, cultural risks,
scientific and technological risks). The joint influence of these factors
determines the effectiveness of the process of creating and promoting the
territory brand. In combination with the branding risks of the territory
(strategic, communication, reputational and positioning risks), the marketing
environment is a key element for assessing potential threats and opportu-
nities. The combination of internal and external factors can contribute to both
strengthening and reducing the risks of branding territories. Constant analysis
of the situation, monitoring of threats and adaptation of branding strategies
are necessary measures to reduce risks and use new opportunities for the
development of the territory.

Further research should focus on developing methods for assessing
marketing risks of territories and creating effective strategies for their
management.
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