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How a corporate reputation impacts on investment behavior

 : The case of B to B corporate advertising

Takahiro Enjoji & Morikazu Hirose

Keywords : Corporate reputation /Corporate Advertising / Intangible Asset / Investors' 
Behavior / B to B industries

Abstract

Researchers and managers have recognized corporate reputation as a critical asset for 

managing global companies. Previous studies have revealed different outcomes and roles of a 

corporate reputation for Business to Consumer (B to C) companies from various perspectives, 

but few studies have identified them for Business to Business (B to B) companies. In this 

study, we have investigated the role of corporate reputation for B to B companies in corporate 

advertising, focusing on its impact on investors' behavior within the conceptual framework 

provided for the customer-based reputation model (CBR) and corporate advertising. The 

results of this paper will provide some theoretical and practical implications for reputation 

management and corporate advertising.

INTRODUCTION

The theoretical and practical perspectives of reputation management have attracted 

significant attention because corporate reputation is recognized as an intangible valuable 

asset (Rindova, V. P., Williamson & Petkova, 2010) and a source of sustainable competitive 

advantage (Barney, 1991). As a strong and favorable reputation provides a differentiation and a 

competitive advantage (Fombrun & Van Riel, 2004), it is important to understand how it works 

in reputation management.

Corporate advertising plays an important role in corporate communications for building 

a company's reputation. It is used to trigger different responses from a variety of stakeholders, 

including existing customers, the financial community, prospective customers, the general 

public, shareholders, employees, government agencies, and trade associations (Patti & 
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McDonald, 1985). These stakeholders refl ect the diverse nature of corporate advertising.

As most B to B advertisers do not have many chances to communicate with these 

stakeholders through their products, corporate advertising is a useful tool for communicating 

with their potential stakeholders. Especially for global B to B companies, urgent objectives 

are to gain important resources, including investment money from the market and potential 

employees. In Japan, many advertisers develop corporate advertising campaigns as a part of 

investor relations (IR). In fact, the divisions related to corporate communications, investor 

relations and corporate social responsibility work together in Japan.

Despite the importance of corporate reputation and corporate advertising in corporate 

communications, few corporate advertising studies focus on the role of corporate reputation 

or good will. According to Schumann, Hathcote, and West (1991), the most common 

measurement themes have been corporate awareness and public attitude rather than corporate 

reputation in this field. Conversely, in the corporate reputation research area, prior studies 

have revealed the factors comprising corporate reputation and their differing effectiveness 

(e.g., Walsh & Beatty, 2007). For example, a corporate reputation could affect different types of 

decision making, including purchase, investment and commitment decisions to the company 

(Fombrun & Van Riel, 2004). The effectiveness of corporate reputation is equivalent to that of 

corporate advertising, yet only a few studies use corporate advertising as an information cue.

In spite of their huge commonality, the two research areas have developed independently, 

which suggests there is reasonable justification to fill the research gap between corporate 

reputation and corporate advertising studies. In this study, we focus on the impact of corporate 

reputation on behavioral intention to invest in order to reveal the role of corporate reputation in 

a corporate advertising context.

Theoretical Background and Hypotheses

Corporate Reputation

Corporate reputation has been recognized as a valuable, intangible asset that provides 

a firm with a competitive advantage (Rindova, Williamson, & Petkova, 2010; Barney, 1991). 

Corporate reputation is defi ned as a stakeholder's overall evaluation of a company over time  

(Walsh & Wiedmann, 2004, p. 304). This defi nition suggests that corporate reputation is built 

through multiple initiatives that influence corporate outcomes. In other words, corporate 
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reputation could be formed through various processes by different stakeholders.

Previous research demonstrates that good reputation could produce a multitude 

of positive effects for a company (Fombrun & Van Riel, 2004; Roberts & Dowling, 2002). 

According to Fombrun and Van Riel (2004), for example, a good reputation leads to 

competitive advantages such as job attractiveness, repeat purchase, new investment, and so 

on. Furthermore, Roberts and Dowling (2002) suggested that a good reputation allows a fi rm 

to achieve persistent profi tability or sustained superior fi nancial performance, and it provides 

market-entry barriers to competitors. To understand how a corporate reputation works, 

communication offi cers need to know the perceptions that both different types of stakeholders 

and their customers have of their company.

Several studies have developed structural models and measurement scales for the 

corporate reputation (e.g., Schwaiger, 2004; Sarstedt, Wilczynski, & Melewar, 2012). For 

example, Fombrun and Van Riel (2004) developed the Reputation Quotient (RQ) to measure 

corporate reputation and identified several dimensions of corporate reputation: emotional 

appeal, products and ser vices, vision and leadership, workplace environment, social 

responsibility, and fi nancial performance from the perspective of multiple stakeholders. This 

model was developed with the research company, Harris Interactive, to measure corporate 

reputations in the world. Fombrun, Gardberg and Sever (2000) defi ned corporate reputation as 

a collective assessment of a company's ability to provide valued outcomes to a representative 

group of stakeholders (p. 243).  This RQ model has the characteristic of multi-dimensional 

understanding as an overall phenomenon for corporate reputation (Walsh & Wiedmann, 2004; 

Walsh & Beatty, 2007). In addition to explaining corporate reputation as mentioned before, this 

model could make it possible to measure corporate reputation in different companies located 

in different countries. However, this model is not perfect for measuring corporate reputation, 

because that one country's cultural and reputation-related traits could affect the six dimensions 

of RQ (Walsh & Wiedmann 2004). Walsh and Beauty (2007) focused on customers in service 

companies. Based on previous concepts, including RQ and customer-based brand equity by 

Keller (1993), they proposed a framework for customer-based reputation (CBR). They defi ned 

CBR as the customer's overall evaluation of a fi rm based on his or her reactions to the fi rm's 

goods, services, communication activities, interactions with the fi rm and/or its representatives 

or constituencies (such as employees, management, or other customers), and/or known 

corporate activities  (Walsh & Beatty, 2007, p. 129). They further developed a fi ve dimensional 
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scale focused on customer orientation, good employer, reliability and financial strength, 

product and service quality, and social and environmental responsibility from the customers' 

perspective. They examined the relationships between their scale and important customer-

outcome variables namely, customer satisfaction, loyalty, trust, and word of mouth. The result 

showed that a corporate reputation had positive impacts on these variables.

Several studies subsequently applied this concept. Walsh, Mitchell, Jackson and 

Beatty (2009) revealed the mediating effect of corporate reputation. In their study, customer 

satisfaction and trust influenced corporate reputation, and corporate reputation influenced 

customer loyalty and word of mouth. Meanwhile, Bartikowski, Walsh and Beatty (2011) 

investigated the infl uence of CBR on loyalty and the moderating effect of culture and age in 

an international survey; they identified positive relationship between those factors and the 

moderate effects of culture differences. Since the CBR model has been tested repeatedly in 

different situations, we decided to apply this model to our study.

In spite of these outcomes, previous studies have several limitations. First, existing 

studies have focused too much on B to C relations (Walsh and Beatty 2007). One series of 

studies did not even mention the applicability to the B to B context. Second, prior studies 

have focused primarily on customer-based outcomes, including customer satisfaction, loyalty, 

trust, and word of mouth. Few researchers have included other types of outcomes related to 

investments and human resources. Finally, only a few studies have tested the multi-dimensional 

reputation model in an advertising context. Therefore, it is necessary to consider these issues 

to reveal the role of corporate reputation.

Corporate Advertising and Corporate Reputation

Corporate advertising has been used to build a corporate reputation. Prior studies on 

corporate advertising have proposed that attitude toward the advertising plays an important 

role in information processing. According to Goldsmith, Lafferty and Newell (2000), attitude 

toward advertising directly infl uences purchase intention and plays a mediating role of attitude 

toward the brand (e.g., Goldsmith et al., 2000). In addition, much of the literature on attitude 

toward the advertising has suggested positive relationships between attitude toward the 

advertising and attitude toward the brand (e.g., MacKenzie and Lutz, 1989). Although there are 

still many debates on the differences between brand and reputation (Ettenson and Knowles, 

2008), it is easily assumed that reputation can be replaced with brand at the conceptual level. 
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In our research context, purchase intention was replaced with positive outcomes provided by 

corporate reputation namely, intention to invest.

In terms of behavioral intention in investment, Pfarrer, Pollock and Rindova (2010) 

revealed that corporate reputation has a positive impact on investor behavior. Also, Fombrun 

et al. (2004) mentioned that corporate reputation affects investment decisions. Similar causal 

relationships to previous hypothesis are assumed to be applicable to this context. Therefore, 

we propose the following hypotheses. Figure 1 summarizes our conceptual model.

H1: Attitude toward the advertising has a positive influence on the corporate reputation

H2: Attitude toward the advertising has a positive influence on intention to invest.

H3: Corporate reputation has a positive influence on intention to invest.

Methodology and Results

To test our research hypotheses, online surveys were conducted by using a professional 

research fi rm in Japan. We used an actual 60-second television commercial for a global B to 

B manufacturing company. B to B advertisers had developed printed media advertising, such 

as news papers, industrial papers, and magazines. However, some B to B advertisers tried to 

develop their commercials via broadcast media, such as radio, television, and the Internet. 

Therefore, we decided to use a television commercial in this study. It depicted farm lands 

and water environments around the world, relating the products to them. It also implied the 

advertiser contributed to the earth. Respondents were asked to answer the questionnaire  

(see Table 1) after watching the commercial. They could watch the commercial if they wanted 

during the survey. The online panel produced a total of 1,200 responses (see Table 2).

All scales were adapted from prior research and measured using 7-point Likert scales 

except for attitude toward the advertising, which was taken from Balasubramanian and 

Chakraborty (2000) using bipolar scales. Corporate reputation scales were adapted from 

Walsh and Beatty (2007), and intention to invest in the company was from Singh, Putrevu and 

Lord (1994). These scale items were translated into Japanese and back-translated to ensure 

consistency and accuracy of meaning. A group of academics in advertising and marketing 

checked the wording and made appropriate modifi cations (Craig & Douglas, 2005). Then, we 

conducted a pretest using a student sample (n = 30). Following the results of exploratory factor 
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analysis (EFA), we modifi ed several items to make the fi nal questionnaire.

To analyze our models, we used the 2-step approach presented by Anderson and Gerbing 

(1988). First, we conducted confi rmatory factor analysis (CFA), which was composed of seven 

latent constructs and a total of 36 variables. The maximum likelihood method was used with 

AMOS 19.0 (Byrne, 2010). Following the recommendations of Bagozzi and Yi (1988), we used 

multiple indexes to assess the fi t of the proposed model. For the investment model, the CFA 

produced the following results: 2
674 = 5253.92, CFI = 0.93, TLI = 0.92, and RMSEA = 0.075. 

Although the 2
 value was signifi cant, this statistic is too sensitive for the sample size. Thus, 

we focused on the other indices, which were all within an acceptable range (Hair, Black, Babin 

and Anderson, 2009), indicating the measurement models were statistically acceptable. Next, 

Cronbach's alpha (), the composite reliability (CR) and average variance extracted (AVE) 

were calculated to determine the level of internal consistency. All scores (see Table 3) highly 

exceeded the recommended minimum level (Hair et al., 2009).

To test the hypothesized relationships, the structural paths between the proposed 

constructs were examined using AMOS 19.0 and the maximum likelihood method. The fit 

indexes of our model were again acceptable, except for the 2
 statistic in the model (2

693 = 

5678.21, CFI = 0.92, TLI = 0.92, and RMSEA = 0.077). Table 3 shows the model estimation 

results. All standardized path coefficients were statistically significant at a level of .01 (see 

Figure 2).

First, the paths from attitude toward the advertising to corporate reputation were strongly 

related. Therefore, H1 was supported. Second, the path from attitude toward the advertising to 

intention to invest was negatively related, although the relationship was quite weak. Therefore, 

H2 was rejected in our data. Finally, paths from corporate reputation to intention to invest were 

strongly positively related. Therefore, H3 was supported.

Conclusion and Discussion

This research investigates the role of corporate reputation in investment behavior 

through the context of corporate advertising. The theoretical rationale was based upon the 

conceptual framework provided for the customer-based reputation model (CBR) (Walsh and 

Beatty, 2007) and corporate advertising (Goldsmith et al., 2000). The results of this study 

provide some theoretical and practical implications.
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Theoretically, this study applies CBR, developed in a service fi rm scenario, to the B to B 

context. Our results demonstrate the applicability of CBR. In addition, our results reveal the 

relationships from attitude toward the advertising to corporate reputation and from corporate 

reputation to intention to invest. These results are consistent with prior research results. 

However, attitude toward the advertising did not have positive relationships in the data, 

suggesting that corporate reputation serves as a mediator in our settings.

This study tested the role of corporate reputation in corporate advertising in a multiple-

stakeholder context. Furthermore, we examined the role of corporate reputation in investment 

situations. This study's results demonstrated that corporate reputation gives a positive effect 

toward the intention to invest. To enhance this behavior, advertisers should realize that 

corporate reputation serves as a mediator in corporate advertising. Corporate advertising 

does not directly explain stakeholders' behaviors in these situations. Therefore, it is useful to 

measure corporate reputation to understand the effectiveness in corporate advertising. It might 

be useful for company officers to address their different initiatives, as well as the numbers 

related to the company's performance, for investor relations (IR) purposes.

Despite these fi ndings, there remains room for further study. This research model has 

been tested within very limited situations. In addition, this study used a TV commercial as 

the research stimulus. To generalize our results, the CBR model should be tested in more 

and dif ferent situations. Dif ferent types of media and industries should be considered. 

Furthermore, this study did not take personal traits into account. As personal traits or past 

experiences seem to be influential factors in these behaviors, it is necessary to investigate 

stakeholder dif ferences. Finally, there are still discussions on measuring the corporate 

reputation model (e.g. Schwaiger, 2004; Sarstedt et al., 2012). In this study, we used the 

reflective model, following Walsh and Beatty (2009). Some researchers have proposed the 

corporate reputation model as a refl ective measurement model (e.g., Helm, 2005). To better 

understand the effectiveness and role of corporate reputation in B to B companies, further 

research should be conducted to test this model in different ways.
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TABLES AND FIGURES
Table 1: Question Items

Attitude toward the advertising

Good/Bad

Like/Dislike

Interesting/Uninteresting

Fair/Deceptive

Corporate reputation

Factor 1: Customer orientation

Has employees who are concerned about customer needs 

Is concerned about its customers

Has employees who treat customers courteously

Takes customers rights seriously

Seems to care about all of its customers regardless of how much money they spend with them*

Factor 2: Good employer

Looks like a good company to work for*

Seems to treat its people well

Has management who seems to pay attention to the needs of its employees

Seems to have a good leadership

Seems to have good employees 

Seems to maintain high standards in the way that it treats people

Seems to be well-managed

Factor 3: Reliable and financially strong company

Tends to outperform competitors*

Seems to recognize and take advantage of market opportunities*

Looks like it has strong prospects for future growth

Looks like it would be a good investment

Appears to make fi nancially sound decisions

Has a strong record of profi tability

Is doing well fi nancially

Seems to have a clear vision of its future

Appears to be aware of its responsibility to society*

Factor 4: Product and service quality

Offers high quality products and services

Is a strong and reliable 

Stands behind the services that it offers

Develops innovative products

Offers products that are a good value for the money
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Factor 5: Social and environmental responsibility

Seems to make an effort to create new jobs*

Would reduce its profi ts to ensure a clean environment 

Seems to be environmentally responsible

Appears to support good causes

Intention to invest

It is very likely that I will buy the company's stock

I will purchase the company's stock in the future

Suppose that a friend called you to get your advice in his/her search for a stock, I would recommend 

him/her to buy this company's stock 

*items removed after fi rst confi rmatory analysis

Table 2: Distribu tion of Sample

Male Female Total

Exective / managerial 14 2.31 6 1.01 20 1.67

Administrative / clerical 338 55.68 156 26.31 494 41.17

Self-employed 54 8.90 16 2.70 70 5.83

Part-time workers 45 7.41 120 20.27 165 13.75

Public offi cers 30 4.94 10 1.69 40 3.33

Freelance 20 3.29 18 3.04 38 3.17

Homemakers 2 0.33 205 34.57 207 17.25

Students 35 5.77 12 2.02 47 3.92

Unemployed 61 10.05 46 7.76 107 8.92

Others 8 1.32 4 0.67 12 1.00

Total 607 100.00 593 100.00 1200 100.00

Male Female Total

20s 128 21.09 124 20.91 249 20.75

30s 168 27.68 162 27.32 330 27.50

40s 163 26.85 159 26.81 322 26.83

50s 149 24.55 150 25.30 299 24.92

Total 607 100.00 593 100.00 1200 100.00

Table 3: Reliability and Validity 

Investment model Constructs Scale Items  CR AVE

Customer Orientation 4 0.96 0.87 0.87

Good Employer 7 0.97 0.83 0.81

Reliable and Financially Strong Company 6 0.96 0.93 0.81

Product and Service Quality 5 0.96 0.83 0.82

Social and Environmental Responsibility 3 0.95 0.87 0.86

Attitude towerad the Advertising 4 0.91 0.78 0.75

Intention to Invest 4 0.95 0.83 0.82

2
674 = 5253.92, CFI = 0.93, TLI = 0.92, and RMSEA = 0.075
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Figure 2 : Model Results
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