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Abstract

In the process of global economic integration, the competition be-.
tween firms is becoming fiercer. As a management method that can im-
prove companies’ competition advantage, reputation management has been
the hot topic of academic and industrial circles. The relation between
company reputation and its performance is an important problem of repu-
tation theoretical research in academia. In the background of harmonious
society construction in China, It has significant meaning for the improve-
ment of company management and for the society to develop harmonious-
ly. Domestic existing researches have focused on qualitative description,
little on quantitative study, so this paper tests the effect of Chinese listed
companies’ reputation on their performance. Based on theoretical analysis
about the reputation mechanism functions, this paper demonstrates the
effect from two respects, which are the effects on their financial perform-
ance and market performance.

The main innovation work of this article includes the following four
aspects;

1. The theory model of reputation rent is established. It is an inevi-
table result of the traditional reputation theory that company reputation
can promote its competitiveness, but the empirical study about the rela-
tionship between company reputation and its performance has not got
unanimous conclusion. This paper holds the idea that it is not sure for

reputation mechanism to effect fully in every environment, the environ-
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ment factor influence the role of company reputation mechanism. This pa-
per included the market environmental factor in the analysis structure of
the reputation mechanism function, set up a theory model of reputation
rent by Bayesian theorem. It points out that the effectiveness of the repu-
tation punishment, the kind of the market participants, the reliability of
the repu'}ation information and reputation standard are important factors
for reputation mechanism to play.

2. The positive influence of Chinese listed companies’ reputation on
their financial performance is proposed and validated. This conclusion
has practical meaning for Chinese company to promote their awareness of
reputation management. By analyzing the market environment of Chinese
product market and resources market, this paper proposed the judgments
and tested it that reputation mechanism can play in it, and improve
companies’ financial performance. Having constructed the financial ap-
praisal system and company repution appraisal system, this paper calcu-
lates and tests three years’ ahnormal return of firms that have good reputa-
tion based on event studies, then structure financial performance index
and reputation index using factor analysis method, and then does a robust
test by linear regression. The conclusion is that the post financial per-
formance of companies which have good reputation is high statistically
than which not have. And good repuiation can reduce the sensitivity of
post financial performance to pre-performance.

3. The judgments that Chinese listed companies’ reputation has no
influence on its market performance is proposed and validated. The poli-
cy meaning is that Chinese capital market should perfect the institutes of
investor protection and information disclosure, so that reputation mecha-
nism can play fully. Based on the analysis of Chinese capital market en-
vironment, it deduced and examined that reputation mechanism can’ t

play in it. Different from foreign existing studies that did only returning
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analysis , this paper has caleulated CAR and BHAR and examined the in-
fluence of Chinese listed companies’ reputation on their market perform-
ance. The conclusion is that because the efficiency issue and the weak-
ness of the investor protection, the reputation information can’t be reflec-
ted in stock price, companies haven’t abnormal return in 3 years after
they got the reputation.

4. It has concluded that the proportion of shares that the companies’
managers have, which is one of the residual reputation indices has no in-
fluence on companies’ market performance and have influences on their
financial performance, but the other index that the proportion of the inde-
pendent directors effects both companies’ market performance and their fi-
nancial performance. Due to the stock price can’t reflect company’s fi-
nancial performance, and the proportion of shares that the companies’
management have is low, so the managers concern the stock price mere
than daily producing activities. It indicated that the Equity incentive sys-
tem has defects, its effect can’t play fully. Though the independent di-
rector institution itself has flaw, but it really can play in reality. These
conclusions supply experience evidence supports for companies to en-
hance the residual reputation management by perfecting incentive and

constraint systems and improving the management quality.
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