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Abstract 

Research background: This paper focuses on the topic of reputation 

management. Reputation is a social construct. It is based on a person’s 

opinion of another person, thing, or organization. It is also highly dependent 

on group interactions and the socio-cultural environment. A good reputation 

is equated with a high standing and the attributes credibility, honesty, 

reliability, responsibility, and trust play a major role here. This also applies 

to companies. The literature offers numerous studies in which the influence 

of reputation on brand value or company value is examined. Their common 

tenor is that they lead to the conclusion that essentially a relationship exists 

between reputation, brand value, and shareholder value. 
Purpose of the article: The aim of this paper is to empirically test how 

reputation can influence shareholder value. As a proxy variable, reputation 

is represented by the change in the brand value of companies.  
Methods In this study, data from the EIKON database of Thomson 

Reuters and data for brand values from Interbrand were used. For a total of 

147 companies, the share prices, sales revenues, EBITDA, and the market-

to-book ratio were recorded on the basis of the ISIN. In addition, brand 

values were summarized for these companies according to Interbrand. It 

should be noted that the figures varied from year to year, as data was also 

missing or newly added during the years. Thus, depending on the study, a 

smaller number than 147 companies were analyzed. Data from 2010 to 2020 

were collected and analyzed. In the univariate regression analysis 

performed, we first tested whether the change in reputation could explain 

the change in company performance. Subsequently, further regression 

analyses were conducted to test whether the reputation can explain profit 

margin and market-to-book ratio. 
Findings & Value added: The results show the influence of reputation 

on selected variables. 
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1 Introduction  

The pursuit of a good reputation is ancient, indeed one of the most important social factors 

of all. People have always paid attention to their good reputation. Recognition by the 

community and thus belonging is an almost archaic element of living together in a society - 

up to and especially today. Modern public relations (PR) was invented at the beginning of 

the last century, although rudimentary precursors already existed in the 19th century. Edward 

Bernays is considered to be one of the founders of this branch of communication. Public 

Relations served and still serves to control the image and build the reputation of a company 

or an individual - outside of classic press relations. Public relations thus includes elements of 

reputation. But it took several decades for reputation to emerge as a separate communications 

discipline, which was also scientifically recorded, namely by the reputation pioneer Charles 

Fombrun. As early as the early 1990s, he also dealt with the topic of reputation management 

- yet it was hardly widespread in companies and other organizations. 

It can be concluded that reputation can have an impact on corporate performance and thus 

shareholder value. For example, Maretno A. Harjoto / Andreas G.F. Hoepner / Qian Li (2021) 

show that investing in companies with no reputation risk and selling companies with high 

reputation risk generate positive abnormal returns. Sven Tischer / Lutz Hildebrandt (2014) 

analyze the impact of the publication of reputation rankings by the German Manager Magazin 

on stock prices and find positive and negative announcement effects with respect to upgraded 

or downgraded companies. As demonstrated above through the history of reputation 

management, the significance of reputation has evolved drastically. While being originally 

of importance for every human being individually (Bauhofer and Neubert, 2012), reputation 

has now been moved into the center of companies’ attention. 

As demonstrated above through the history of reputation management, the significance 

of reputation has evolved drastically. While being originally of importance for every human 

being individually (Bauhofer and Neubert, 2012), reputation has now been moved into the 

center of companies’ attention. 

It is next to be investigated how the public perceives companies’ reputation and which 

factors have an influence. For example, York Lunau conducted a study on the German 

public’s expectations for ethical behavior in business practices and found that consumers had 

some tolerance for necessary measure but were much less forgiving for any unsocial behavior 

beyond these (Brand Eins, 2004). Analyzing a study on „The Authenticity Gap“ (Fleishmann-

Hillard and Lepere Analytics, 2012), Ammerland (2014) showed that the average bank 

customers do not have their expectations met by their experiences and that they even believe 

their experiences to become worse in the future. One German bank, namely the “Sparkasse“, 

attempted their own creative approach to this problem and eased the dress code policy used 

in its branches, hoping to appear more approachable to the customers (Die Welt, 2018). 

However, Stiftung Warentest (2010) had already established that the problems were much 

more on the qualitative side of the banks’ practices, as the majority of banks had been found 

unable to suggest investment opportunities that matched their customers’ needs. Götzpartners 

(2014) focused on the importance of communication as well, taking a digitalized approach 

and criticizing that German banks were not meeting their customers’ expectations regarding 

communication via social media channels. 

Despite everything that company managers can improve to build a stable and positive 

reputation, some dangers appear to be out of their control. The internet has not only provided 

companies with various opportunities to build a reputation (Sünderhauf and Petrov, 2018), it 

has simultaneously opened many ways a reputation can be ruined. Scherg (2011) explains 

how slander of private persons’ and companies’ reputations is carried out in modern 

digitalized times and gives suggestions on how to avoid this and fight back. 
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But is reputation really worth all this detailed effort? The literature suggests that it is. In 

1992, Hall defined reputation as a crucial part of any company’s intangible assets. The 

relevance of brand value and how closely it depends on a company’s reputation was shown 

by Schwalbach (2000), who was able to link reputation factors to a company’s innovation 

and communication abilities. 

Previously, in 1988, Interbrand and the London Business School already understood the 

fundamental importance of reputation for brand value and developed the Interbrand brand 

valuation model, a complex step-by-step concept which built on the idea that a part of a 

company’s value can be found in the existence of its brands alone. The immense popularity 

of the Interbrand model shows that it served managers’ needs for understanding the value of 

the brand they manage (Stucky, 2004). 

Building on this well-known concept, the literature has since presented various methods 

and models to help managements evaluate and benchmark brand values as a part of reputation 

management (BBDO, 2001; Hüttl, 2005; Klein-Bölting and Maskus, 2003; Sattler, 2000). 

Additionally, the individual methods have been analyzed and benchmarked against each 

other, helping management to find the right reputation management and brand valuation tools 

for their individual companies and needs (Bentele et al., 2005). The sheer mass of evaluation 

models and the variety of literature on these serve as proof of the importance of brand value 

and reputation management for companies. 

In the context of this empirical investigation, this paper aims to empirically test the impact 

of reputation on shareholder value. The market value of Interbrand's enterprise is used as a 

proxy for corporate reputation. Profitability represented by EBITDA margin and market to 

book ratio are added as explanatory variables. 

1.1 Reputation Management 

The term "reputation" originates from Latin and means "consideration" or "calculation" 

in this context. A good reputation is equated with a high standing and the attributes 

credibility, honesty, reliability, responsibility and trust play a major role here. However, Wüst 

says, "There is no uniform, generally valid definition for reputation, but many attempts to 

circumscribe it." (Wüst et al. 2012).  

Burkhardt (2008) defines reputation from a business perspective - which this paper will 

focus on - as the entirety of impressions created among all stakeholders of a company based 

on past, present, and future aspects. Schwalbach (2000) sees reputation as a company's 

standing as perceived by outsiders. For companies, reputation counts as an intangible asset 

and is thus a component of goodwill. It is considered the most important intangible asset in 

terms of competitive advantage (Hall, 1992). 

Related to reputation are the terms image, brand and branding. Reputation and image in 

particular are used synonymously, but it is important to differentiate between the two, 

especially from a professional and scientific point of view: Images are ideas that viewers 

form, a kind of illusion. Reputation, on the other hand, means the summation of these images 

into an absolute value that ultimately determines perceived quality and sales success. 

According to Wüst, Charles Fombrun, the doyen of reputation research, places "identity, 

brand, image and reputation in a complementary and conditional and, above all, shapable 

context." (Wüst et. al. 2012) Reputation has a more evaluative character and has an internal 

and external effect. Image, on the other hand, is the perception from an external point of 

view, is more subject to short-term fluctuations, or can be rapidly changed by corrective 

campaigns. In this context, it is even possible for a company to have a negative image that 

relates to individual aspects, but for a company's reputation to be positive. (Wüst et. al. 2012). 
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1.2 Brand value as proxy for reputation 

In the context of numerous mergers and acquisitions in the 1980s, which revealed the 

brand-dependent company value, Interbrand developed an overall model for the evaluation 

of brand value in cooperation with the London Business School in 1988. With the Interbrand 

approach, more than 5000 brands have been evaluated to date, ranging from simple 

homogeneous brands to complex brand systems (Stucky, N. (2004), 433 - 434). Brand equity 

is defined by Interbrand as "the present value of those future earnings that can be attributed 

solely to the existence of the brand." The Interbrand approach is based on five process steps, 

as shown in the following figure.  

Figure 1. Methodical steps of brand valuation according to Interbrand 

Source: Stucky, N. (2004), S. 108, TANK AG 

2 Methods 

2.1  Data 

In the present study, data from the EIKON database of Thomson Reuters and the Brand 

Values data of Interbrand were used. For a total of 147 companies, the ISIN was used to 

record share prices, revenues, EBITDA and the market to book ratio. In addition, the brand 

values for these companies were combined according to Interbrand. It should be noted that 

the figures varied from year to year as data were also missing or new during the year. Thus, 

depending on the investigation, a lower number of 57 companies was analyzed. The data for 

the years 2010 to 2020 were collected and evaluated. Panel data with 627 records were 

prepared for the statistical analysis. 
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1.2 Research Methodology 

Shareholder value is defined as the Y variable to be explained in a linear regression 

model. The focus is on the logarithmized annual return in the period from 2010 to 2020. The 

share prices of the sample companies at the end of the year from 2009 to 2020 were used for 

this purpose. Since reputation was defined as brand value, this variable will be the 

independent X variable. The central question in the analyses is whether reputation can explain 

shareholder value. Besides reputation, which is represented by the value of brand value of 

Interbrand companies, profitability, represented by EBITDA margin and market to book ratio 

are used as additional variables. The EBITDA margin is calculated from the quotient of 

EBITDA and Sales. Since shareholder value is used as a return variable in the analyses, 

reputation is also calculated as the annual change in brand value. We use a linear multivariate 

regression analysis to test the correlations for statistical significance. 

3 Results 

Using the share price return as a proxy for shareholder value is common practice in the 

literature. Thus, the difficulty in relying on Interbrand brand values seems. Here, however, it 

is noticeable that the normal use of the values is wrong, because large companies generally - 

following the brand valuation theory of Interbrand - also have larger brand values. Therefore, 

a relative size must be used at this point. The change of the brand value is calculated 

according to Interbrand. The Delta Interbrand Value is the predictor in the model.  

 
Figure 2. Regression y = Stock Return, x = Interbrand Values 

Source: Own Calculation 

The relationship between reputation and shareholder value is positive and has a corrected 

R-squared of just under 10%. At the same time, reputation is a significant factor in the change 

in shareholder value. 

Table 1. SPSS Statistic univariate regression predictor Reputation (Band Value Return) 
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Source: Own Calculations 

The consideration of the correlation of the individual model variables shows that this is 

primarily low positive and significant in a few relationships. EBITDA to Sales, which 

correlates positively and significantly with both the stock return (Shareholder Value) and the 

Brand Value Return (Reputation) variables in the model, should be mentioned here as an 

example. 

Table 2. SPSS Statistic correlation matrix 

 

Source: Own Calculations 

In the following, a multivariate regression model with the variables Brand Value Return 

representing Reputation, EBITDA to Sales representing Profitability and Market to Book 

Ratio was set up. All variables should explain shareholder value. In this model, too, only the 

reputation and profitability could be determined as a significant variable with a positive 

impact on shareholder value. Due to the model extension, the R square rise light to 10.2% 

only marginally compared to the model above. 

 

Model R R Square

Adjusted R 

Square

Std. Error of the 

Estimate Durbin-Watson

1 .313
a 0.098 0.097 0.236 1.338

Model Sum of Squares df Mean Square F Sig.

Regression 3.793 1 3.793 67.966 .000
b

Residual 34.878 625 0.056

Total 38.671 626

Model

Standardized 

Coefficients

B Std. Error Beta Tolerance VIF

(Constant) 0.081 0.010 7.710 0.000

Brand Value Return 0.755 0.092 0.313 8.244 0.000 1.000 1.000

1

a. Dependent Variable: Stock Return

b. Predictors: (Constant), Brand Value Return

Coefficientsa

Unstandardized Coefficients

t Sig.

Collinearity Statistics

b. Dependent Variable: Stock Return

ANOVAa

1

a. Dependent Variable: Stock Return

Model Summaryb

a. Predictors: (Constant), Brand Value Return

Brand Value Return Stock Return Market To Book EBITDA to Sales

Pearson Correlation 1 .313
** 0.033 .127

**

Sig. (2-tailed) 0.000 0.416 0.001

N 627 627 627 627

Pearson Correlation .313
** 1 -0.002 .130

**

Sig. (2-tailed) 0.000 0.960 0.001

N 627 627 627 627

Pearson Correlation 0.033 -0.002 1 -0.032

Sig. (2-tailed) 0.416 0.960 0.419

N 627 627 627 627

Pearson Correlation .127
**

.130
** -0.032 1

Sig. (2-tailed) 0.001 0.001 0.419

N 627 627 627 627

Market To Book

EBITDA to Sales

**. Correlation is significant at the 0.01 level (2-tailed).

Brand Value Return

Stock Return
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Table 3. SPSS Statistic multivariate regression predictors: Brand Value Return; EBITDA to Sales 

and Market to Book Ratio  

 

Source: Own Calculations 

The statistical analysis shows that reputation can have a significant positive impact on 

shareholder value. In this respect, all companies should regard reputation management as an 

integral part of corporate management. 

4 Conclusion 

This paper deals with the topic of reputation management. Reputation management is 

therefore the management of reputation, i.e. a planned activity geared to specific objectives 

that includes components of controlling. It is recorded, it is evaluated, it is adjusted and it is 

controlled. In today's digital world, reputation can be seen as an integral part of marketing. 

In this paper, reputation is equated with the brand value in order to determine the influence 

of reputation management on shareholder value. Interbrand's model was used as a 

representative to determine the brand values. It was then examined what influence these had 

on shareholder value (share price). A positive significant influence of the reputation on the 

shareholder value could be determined. 
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