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Abstract

This research aims to investigate the impact of specific corporate governance mechanisms (board independence,
audit committee size and independence, ownership concentration, and managerial ownership) on corporate
reputation. To test the hypotheses, a sample of 148 companies listed on the Tehran Stock Exchange was selected
over 10 years from 2014 to 2023 (1480 firm-years). Multiple regression analysis with the Generalized Method of
Moments estimation and Logistic regression with the Logit estimation technique were used to test the hypotheses.
The research findings show that using a principal component analysis approach to measure corporate reputation,
there is a direct and significant relationship between board independence, audit committee independence,
managerial ownership, and corporate reputation. The relationship between ownership concentration and audit
committee size with corporate reputation is not significant in this case. Furthermore, the results, using a virtual
definition of corporate reputation based on the Industrial Management Institute's ranking, showed a direct and
significant relationship between board independence, audit committee size, and independence, and managerial
ownership with corporate reputation, while the relationship between managerial ownership and corporate
reputation is not significant, as in the first case. Overall, the results suggest that companies can increase their
reputation by employing more non-executive members in the board structure, using more independent members
in the audit committee, and increasing the share ownership of managers. The findings of this research highlight
the importance of the role of corporate governance components in improving corporate reputation.
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Introduction

Relentless competition, globalization of markets, and the increasing supply of products and services are forcing
companies to outperform their peers. To do this, companies utilize strategic resources such as assets, skills,
organizational processes, characteristics, and information. Corporate reputation is an essential and valuable
strategic resource that can create a competitive advantage and help achieve and maintain superior financial
performance. Reputation is considered a collection of stakeholders’ perceptions about the company, developed
over time, and represents an essential intangible asset. Many factors influence corporate reputation, one of which
is corporate governance mechanisms. Based on this, the present study aims to investigate the impact of corporate
governance mechanisms on the reputation of companies listed on the Tehran Stock Exchange.
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Method and Data

To test the hypotheses, a sample of 148 companies listed on the Tehran Stock Exchange was selected over 10 years
from 2014 to 2023 (1480 firm-years). Multiple regression analysis with Generalized Method of Moments (GMM)
estimation and Logistic regression with the Logit estimation technique were used to test the hypotheses.

Findings

The results obtained showed that using a principal component analysis approach to measure corporate reputation,
there is a direct and significant relationship between board independence, audit committee independence,
managerial ownership, and corporate reputation. The relationship between ownership concentration, audit firm
size, and corporate reputation is not significant in this case. The results of this study are consistent with the results
of Nazarian and Amiri Hanza (2023), Zahmatkesh, Shahrestani and Soroush (2022), and Eriqgat, Tahir and Zulkafli
(2023). Furthermore, the results, using a virtual definition of corporate reputation based on the Industrial
Management Institute’s ranking, showed a direct and significant relationship between board independence, audit
committee size and independence, and managerial ownership with corporate reputation; while the relationship
between managerial ownership and corporate reputation is not significant, as in the first case. Overall, the results
suggest that companies can increase their reputation by employing more non-executive members in the board
structure, using more independent members in the audit committee, and increasing the share ownership of
managers.

Conclusion and discussion

Based on the results obtained, it is recommended to the General Assembly of Shareholders, which is responsible
for electing the members of the Board of Directors, to use more independent (non-executive) members in the
selection of the Board of Directors members so that these directors can improve the company’s reputation. Based
on the results obtained, it is suggested that the Board of Directors of companies employ members in the audit
committee who are independent, and also, if possible, use a larger number of members in the structure of the audit
committee to enhance the company’s reputation and leverage its benefits. It is also recommended to increase the
motivation of managers (members of the Board of Directors) by making them partners in share ownership, and
also increase the company’s reputation.
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