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An eye for a tooth, a tooth for an eye? 

Exploring the generality of market player reputation 

Abstract 

In two studies, we explored whether the influence of an opponent's reputation on 

cooperative behavior in a social dilemma depended on the similarity between that 

behavior and the behavior that led to the reputation. In the first study, we conducted 

two experiments (a lab and a natural variant). We found that an opponent's reputation 

affected cooperative behavior in a subsequent prisoner's dilemma game, irrespective 

of whether the reputation relied on intellectual or monetary contributions. In the same 

vein, Study 2 showed that consumers were willing to pay less for the same product, 

not only if quality was lower, but also if employees were treated unfairly. We 

interpret the findings in terms of player's inference of opponent's general 

(un)cooperative intentions rather than his or her specific characteristics. We derive 

some managerial implications. 

Keywords: Cooperation, Reputation, Social perception, Firm reputation 
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Introduction 

In recent years, much research efforts have been devoted to the question how 

cooperative behavior can emerge and maintain. One of the factors that have been 

identified as a significant driver of a players' willingness to cooperate is the 

opponent's reputation, or the information a player has on the opponent's past 

cooperative behavior. This question has enjoyed interest from fields as diverse as 

biology, psychology, and economics. In this paper, we focus on the marketing aspect 

of this general research question, that is, the relation between sellers and consumers. 

More specifically, we want to find out how general reputation is. For instance, will the 

news that a firm is exploiting her employees reduce trust in the quality of the 

products, and hence reduce consumers' cooperation, or would it merely lead to the 

reluctance to become employed? 

From a societal perspective, one might deplore the general lack of cooperation. 

However, from an economic rationality perspective, existing cooperation rates are 

surprisingly high (e.g. Larrick & Blunt, 1997) and need explanation. A mechanism 

that was invoked to explain cooperation was reciprocal altruism or mutualism 

(Trivers, 1971). Reciprocal altruism refers to the fact that people are inclined to help 

agents that helped them before or are expected to help them later (colloquially 

referred to as trust). This mechanism has been shown to exist among humans, but also 

among a host of other species (e.g. among vampire bats, Wilkinson, 1984). The role 

of reciprocity in theories has evolved since then (e.g. Sethi & Somanathan, in press). 

For instance, Lehmann (2001). proposed a model in which the opponent's pay-off are 

a part of the player's utility function. The major prerequisites for reciprocity to work 



Generality of reputation 4 

are that (1) the agents are likely to meet again, (2) recognize each other, and (3) that 

the benefit to the receiver should exceed the cost to the donor (i.e. non-zero sum 

games) (Cartwright, 2000). The relation between seller and customer meets these 

requirements most of the time. The first two are obvious, and the third one applies 

when the seller has an abundance of the product and a shortage of money (due to the 

production), whereas the consumer is characterized by the opposite state. 

Reciprocal altruism is believed to increase cooperation for at least two reasons. 

First, remembering what the opponent did on the previous occasions signals the 

trustworthiness of the opponent. Second, the same mechanism reduces the temptation 

to defect because defecting has a cost. Although defecting might be the most rational 

thing to do in the short run (e.g. setting a price that is too high), it might turn out to be 

a poor strategy in the long run, because opponents (e.g. customers) will avoid you and 

prefer your competitors' products. Indeed, recent experimental evidence showed that 

people low in trust increase their cooperative behavior when they are accountable for 

their behavior (De Cremer, Snyder, & Dewitte, 2001). 

Hitherto, we focused on reputation that emerges from direct interactions. However, 

a powerful variant of this mechanism that has enjoyed attention in recent years is 

indirect reciprocal altruism (e.g. Nowak & Sigmund 1998). Like direct reputation, 

hear-say (or indirect) reputation signals the opponent's trustworthiness. For instance, 

a novice on the market can use information on a certain product without having tried 

it himself. Further, hear-say reputation also helps increase cooperative behavior 

(Milinski, Semman, & Krambeck, 2002; Wedekind & Milinski, 2000) because players 

know that non-cooperative behavior has a long term cost. 

There is considerable experimental (e.g. De Cremer et al., 2001; Milinski et al. 

2002; Wedekind & Milinski 2000) and observational evidence (e.g. Fombrun & 
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ShaIlley, 1990; and on the internet, Friedman & Resnick, 2001) documenting the role 

of reputation in the emergence of cooperative behavior in the lab as well as on the 

market. However, an important question is to what extent reputation is general or 

rather multifaceted. In our opinion, in the literature it is implicitly assumed that 

reputation is general and not domain specific. However, it would make sense for 

agents to differentiate between domains. Maybe companies offering fair-priced high 

quality products (i.e. they are cooperative towards their consumers on the product 

dimension) are not necessarily willing to cooperate with their competitors or their 

employees (i.e. they defect in other domains). For instance, would the information 

that a company abuses his employees in the developing countries hurt the expected 

quality of the products it delivers, and thereby decrease it sales? Translated into social 

interaction language, if the company is found out to defect vis-a-vis her employees in 

the South, would a customer then start to distrust the company's products, and hence 

expect the company to defect in the interaction with them (e.g. by delivering low 

quality products relative to the price it charges)? The reasoning could as well apply to 

a positive shift. Firms sponsoring social causes are behaving altruistically. It was 

found that this increases a firm's reputation (Fombrun & Shanley, 1990) and creates 

goodwill among customers (Meenaghan, 2001, or at least under certain circumstances, 

Sen Bhattacharya, 2001). Perhaps this goodwill may enhance trust, and hence mediate 

the link with customer's cooperation (i.e. purchase behavior) (De Cremer et al, 2001). 

On a more theoretical level, the question can be formulated as 'Do agents who are in 

need of predicting the opponent's cooperative behavior focus on general or rather on 

domain-specific information?' Finding an initial answer to this question is the main 

purpose of this paper. 
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Previous Research 

Hitherto, empirical evidence is not decisive or absent about this important question. 

Fombrun and Shanley (1990) measured firms' reputations in quite diverse aspects like 

quality of products, innovativeness, ability to keep talented people, and social 

responsibility. They found the responses to these items converging to one factor 

explaining the lion's share of the variance in the diverse items. This suggests that 

reputation is rather unspecified. However, the aim of their study was not to explore 

the specificity of reputation in people who had to deal with the agent. First, some 

variables may happen to be tied without them being different facets of the same 

underlying construct. For instance, only profitable firms might be able to engage in 

charity, and this might explain the relation of both to reputation. This does not imply 

that drops in profitability will lead to a poor reputation. 

Further, experiments exploring the role of reputation used a reputation or image 

score build-up phase and a measuring phase (e.g. Milinski et al. 2002). Although the 

details of the games used in both phases were different, they were similar in their 

monetary aspects. Strictly speaking, the existing experimental evidence attests that 

past socially relevant behavior in the monetary realm affects the expectation about the 

cooperative behavior in the monetary realm. In other words, existing evidence proving 

or disproving the generality of reputation does not seem to exist. The present study 

attempts to achieve this knowledge. 

To give the more general claim a first test beyond the purely monetary domain, we 

conducted an experiment in which reputation was built up by means of intellectual 

contribution to the common good in one condition (further referred to as the 

intellectual public good game). This situation is one that is encountered frequently in 

human interactions where ideas have to be put together to generate a final product. 
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For instance, people working on the same project in a company have to decide how 

much intellectual effort and time they will allocate to a project at the expense of other 

projects that they are conducting alone or in other teams. The structure is very similar 

to a (monetary) public good situation, although the contribution is of a different 

nature. Would the reputation built up in such a situation also affect the (expected) 

cooperative behavior when it concems anonymous monetary interactions? And if it 

does, does the transfer match the one in the 'regular' condition in size, where the 

reputation is built up and measured in a highly similar monetary situation (hereafter 

called the monetary public good game)? 

Evaluating the effect of an opponent's intellectual effort on cooperative behavior 

raises a couple of problems in comparison with the simple monetary public good 

game. First, in intellectual cooperation situations, the observed behavior is a distorted 

indication of cooperativeness, and hence a poor predictor of future cooperation. 

Specifically, low contributions may also be due to lower ability, to fatigue, to lower 

interest, or to temporary overload (e.g. Van lange, Ouwerkerk, & Tazelaar, 2002). 

These plausible factors cannot be invoked in explaining why someone did not 

contribute (much) to a typical transparant monetary public good game, but could, 

along with other factors, explain smaller contributions in many other realistic 

interactions such as intellectual public good games. For instance, if A, B, & C are 

discussing how the ad for the new car should look like, and A keeps coming up with 

new ideas, she may not interpret B' s and C's lack of ideas as defecting. This so-called 

discounting principle (Kelley, 1971), reflects that a certain behavior (e.g. contributing 

little) is less likely to be attributed to (internal) causes (like uncooperativeness) when 

a plausible (external) cause is present (e.g. fatigue) than when it is not. Uncertainty of 
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ability of the opponent has been shown to lead to less negative interpretations of non

cooperative behavior (Bartlett, in press). 

To solve this problem, we slightly adapted the monetary and the intellectual public 

good game to increase their mutual comparibility. In the intellectual public good 

game, we made people generate concepts of a certain kind in a limited time period. 

Afterwards, we let them decide how many of these concepts they would contribute to 

the group. Every concept contributed was doubled. After their decision, they had to 

announce publicly how many concepts they had found, and how many they 

contributed to the group. To increase similariy to real life intellectual collaboration, 

we seated them around a table, and we allowed that some of them (but not all) knew 

each before the experiment. We acknowledge that both deviations increase the noise 

in the data in comparison with the totally controlled variant, but they simultaneously 

increase the external validity, and hence the relevance of the findings. Moreover, 

previous acquaintanceship was controlled for statistically. 

In the monetary public good game, we made people start with different amounts of 

money to match the different performances in the intellectual public good game. More 

specifically, we yoked the monetary public good groups to the intellectual public good 

groups concerning the initial amount of money that they had at their disposal. For 

every person in the intellectual public good group generating a certain number of 

concepts, there was one matching person in the monetary public good group starting 

with the same amount of money (in a group of exactly the same size). 

All these compromises were necessary to safeguard the comparibility of both 

reputation effects. The disadvantage is that the differences between conditions 

become smaller, and hence that a lack of difference may not be generalizable. In order 

to solve that problem, we decided to complement the lab experiment with a natural 
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experiment. We turned to a small student group that had cooperated in teams in 

different coalitions during more than half a year. The collaboration they had been 

involved in was typically of an intellectual nature. The group was small enough to 

allow reputation infonnation to spread maximally, although not everyone had been in 

a team with everybody else. If reputation spreads from the intellectual to the monetary 

realm, then we should expect that the reputation as a fair and hardworking class mate 

should pay-off in a monetary two-by-two anonymous public good game. If it is not, 

then the cooperation level should follow friendship rather than reputation. 

Study 1 A. Money for thinking: the lab variant. 

Methods 

Participants 

Students were invited to the lab in groups of 4-6. There were 4 groups of 4, 2 of 5, 

and 8 of 6, totalling 74 participants. Half of the groups were assigned to the 

intellectual public good game condition and the other half to the monetary public 

good game condition (yoked to the first condition). Fourty participants were women 

and 34 were men. The ages ranged between 18 and 25, with an average of 21 years. 

Both factors did not have effects and are not discussed further. Participants were 

recruited from a diversity of study orientations, with a majority from the social 

sciences. 

Procedure 

Participants had to wait a couple of minutes until everyone had arrived. Then they 

were seated around a group of 6 tables that were arranged in a square. Before them 

there was a number from 1 to 4,5, or 6 (depending on group size), written on a 
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cardboard. The number was written on both sides to increase visibility. The 

experimenter introduced himself and then they started reading the instructions. 

In the intellectual condition, they were then asked to generate as many examples of 

a concept as possible during two minutes. We used animal species as an example. We 

further explained that they would be asked to contribute to the group afterwards. They 

were told that every example of the concept they would contribute would be doubled 

and be redistributed among the group members. An example with three players was 

provided, one of which contributed much, one little, and one in between. They were 

also told, as an incentive, that the number of examples they would end up with would 

affect their final participation fee. 

In the actual generation phase, they had to generate car brands. When the two 

minutes had passed, the experimenter asked the players to count the car brands they 

had generated (ranging from 9 to 30). In the further (oral) instructions, they were 

asked to decide how many they contributed to the group. (We merely counted the 

brands, even if they occurred more than once across participants, to reduce complex 

procedures). They then had to read aloud the number of cars they had generated, and 

the number of cars they contributed to the group. 

In the monetary public good game, the participants received a similar introduction, 

but the example of generating concepts was omitted. Instead of having to generate 

their possessions, they were assigned a certain number of eurocents (yoked to the 

other condition, see above, €1 ~ $1). Then they had to decide how many € they would 

contribute to the group, and had to read aloud the initial amount they had been 

assigned and the amount they contributed, in exactly the same way as in the 

intellectual public good game. 
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From hereon, the procedure was identical in both conditions. They had to playa 

(continuous) prisoner's dilemma game with all of the other group members. For each 

other group member, they received €0.2, and had to decide how many cents they 

would keep to themselves, and how many cents they would give to the other. The 

amount given was doubled. 

Finally, they were asked some control questions. All participants understood that 

everone would be better off if everybody contributed rather than kept all their money. 

We also asked to what extent they knew him or her before. They had to check the 

highest category that applied for each person on a 6-point scale: I: 'never seen'; 2: 

'know his or her face', 3: 'know his or her name', 4: 'spoke to him or her before', 5: 

'I already worked with him or her' , 6: 'is a good friend'. This measure was found to 

be nearly dichotomous: friends (6) vs. strangers (0). The scores below 4 were merged 

(never interacted) as well as those above 3 (there have been interactions). 

Participants then participated in a series of unrelated experiments for which they 

were payed €7.00. The additional amount of money they earned with the game 

described above (ranging from €0.90 to €2.30) was added to that amount and payed to 

them when they had finished the complete series (taking almost one hour). 

Participants received the rationale and the main results in an e-mail afterwards. 

Results and discussion 

The unit of analysis is the amount of money received in each individual exchange 

during the anonymous prisoner's dilemma game (second phase). The receiver denotes 

the player receiving. We carried out a hierarchical ANCOVA with the amount of 

money received as the dependent variables (repeated measures) and with the 

experimentally manipulated similarity of the first and the second game (high in the 

monetary public good game and low in the intellectual public good game), the 
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receiver's relative contribution to the public good in the first phase (i.e. his or her 

reputation, calculated by dividing the number of either cents or car brands they 

contributed by the initial amount or number), and the interaction between both 

variables as the major independent variables. We further included the group factor, 

friendship, and the donor as control variables. The group factor was nested in 

experimental condition, and the donor factor was nested in the groups. 

We replicated the reputation effect, that is, the expected main effect of the receiver's 

relative contribution of the receiver on the received amount: F(I,249) = 21.32, P < 

.0001. People who contributed more (in relation to their possession) in the first phase 

received more from their group members in the anonymous prisoner's dilemma game. 

Further, there was no main effect of experimental condition: F(I,12) = 1.39, P = 0.26. 

Interestingly, the interaction between condition and relative donation was not 

significant: F(I,249) = 1.78, P = .18. To estimate the strength of the relations, we 

conducted a regression analysis without the interaction term. After standardisation, it 

showed that contribution in the first phase affected amount received, ~ = 0.17 (with a 

95% reliability interval between 0.10-0.24) overall. In the monetary public good game 

condition, ~ = 0.14 (0.07-0.21). In the intellectual public good game, ~ = 0.21 (0.10-

0.32). 

These findings suggest that the extent to which a person cooperates (i.e. one's 

reputation) has consequences for the level of cooperation the person triggers in both 

similar and dissimilar domains. Further and new, people don't seem to have 

difficulties extrapolating cooperation in one domain to another one. The reliability 

intervals are largely overlapping around a (low) .16. Given that the nature of the 

contribution is quite different in both public good games, the finding is far from 

trivial. Nevertheless, the experimental conditions remain fairly similar in this study 
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for the sake of comparibility. Therefore, we need to estasblish the generality of the 

findings in a more real life situation, which we will do in study lb. 

Further, friendship had a positive effect on amount received: F(1,249) = 36.78, p < 

.0001. With the model without interactions, 13 = 0.10 (0.07-0.13). Further, the two

way interactions between friendship and contribution in phase 1 and between 

friendship and experimental condition were not significant (respective F(1,249) = 2.36 

and 2.37, ps = 0.13). Finally the effects of both the group factor (F(12,60) = 4.72, 

explained variance = 29%) and donor (F(60,249) = 8.58, explained variance = 28%) 

were substantial (both ps < .0001). These additional findings add to the previous ones 

because they show that the reputation effect is not affected by increased realism of the 

interactive situation (i.e. by allowing friends and face-to-face interactions). 

Study 1 B : Money for thinking: the real life variant 

Method 

Participants 

Fourteen students enrolled in the international "Master in Science of Marketing" 

(Catholic University of Leuven) program (2 men and 12 women) agreed to 

collaborate during one of their classes (their ages ranged from 22 to 26 years). 

Procedure 

A small group of students that had worked together during two semesters and for 

more than six months was approached and invited to collaborate with this research 

during one of their classes. They could earn money by participating. Their decisions 

and opinions were completely anonymous to their teacher and to each other. One 

person collected all data, calculated their earnings, and paid them one week later. 
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Uke in Study lA, participants played anonymous prisoner's dilemma games against 

every other participant (n-1=13). For every game, they received €0.25. They had to 

decide how many cents they would keep to themselves or give to the other. The 

amount given was doubled. All instructions were written and included several 

examples. 

After the game, we measured reputation, previous team work interactions, and 

friendship. For reputation, we asked "You all collaborated with each other in teams 

this year. To what extent did class mate X cooperate in these teamworks? (You can 

use both your personal experience if you have any, and the information from others.) 

Put a cross in the cel of your opinion." The anchors were 'very poorly', 'less then fair 

share', 'OK: fair share', 'more than fair share', and 'extremely much'. For previous 

collaboration, we asked 'How often were you in the same team as X as part of a 

course this year? (Give the number please, separately for the two semesters),. Then 

we added both numbers. To measure friendship, we asked 'To what extent would you 

consider X as a friend? Give your impression on a seven-point scale by putting a 

cross'. The anchors were 'I avoid X', 'No friend at all', 'no friend', 'we get along, 

that's it', 'get along rather well', 'is my friend', 'is my best friend'. 

Results and discussion 

In a first model, we regressed received money in a continuous prisoners' dilemma 

game on previous cooperative behavior in a completely different domain (measured 

on a seven-point scale), controlling for receiver. We found that reputation (= 

perceived cooperativeness) predicted received money quite well: F(1,167) = 54.88, p 

< .0001 (standardized ~ = 0040,95% c.i. 0.29-0.51). The effect of the respondent was 

also significant: F(13,167) = 6.66, p < .0001, some received more than others. 

However, in real life groups, friendship might be the better alternative explanation for 
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cooperation. That is, initial cooperation might lead to loyalty and friendship, and 

eventually lead to reciprocal cooperative behavior. To explore that reasoning, we 

reran the regression analysis controlling for friendship. The effect of reputation 

dropped but remained significant F(1,166) = 5.99, P < .02; ~ = 0.17,95% c.i. from 

0.03 to 0.31). Note that this strength is similar to the parameter value in study lA. 

Friendship determined cooperation to a larger extent than in study lA, which is not 

surprising because these students had known each other for several months: F(1,166) 

= 24.11, P < .0001, ~ = 0.36 (95% c.i. 0.22-0.50). The effect ofreceiver was 

comparable to that found in the first regression: F(13,166) = 8.77, P < .0001. 

These results suggest that reputation built up in the course of numerous intellectual 

interactions has a significant impact on cooperative behavior in a monetary prisoner's 

dilemma. Strictly speaking, there is no reason to believe that the money people would 

give was related to their previous rate of cooperation in intellectual settings. Indeed, in 

the present natural group, there was no correlation between the average amount given 

to all others and the average reputation score the person received from all others: r = -

.09, n = 14. Moreover, the effect found goes beyond friendship. Further, the strength 

of the relation between reputation and evoked cooperative behavior (controlling for 

friendship) seems to be very similar to the ones found in the first study. 

The present study also allowed to compare the effects of direct and indirect 

reputation. We compared the effect of whether or not the students had worked 

together in teams (never or 'once or more', up to 6 times). We included this dummy 

variable and the interaction with reputation in the regression. A rerun of the first 

model (without friendship) revealed a significant main effect of being in the same 

team previously. Students received more if they had worked together than if they had 

not: F(1,165) = 6.68, p = .01. The interaction was not significant (F(1,165) = 1.24). If 
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friendship was included (model 2), all effects disappeared (main effect: 

F(I,164)=1.56, ns. and interaction effect: F<l). These findings suggest that the effect 

of reputation does not depend on the fact whether the reputation information was 

experienced directly or rather vicariously. 

Study 2: Money for products 

Although the findings reported in study 1 are consistent and revealing, they are 

related to consumer-seller relationships in a rather abstract way. To assess whether 

people as consumers would also be affected by strictly uninformative information 

about sellers, we conducted an additional experiment. Consumers had to indicate 

which price they were willing to pay for a service (dining) for which they knew the 

reasonable price. They had no experience with the provider but they received reliable 

information. In this information, two factors were manipulated. One was quality itself, 

and hence related to price, and the other was unrelated to quality and hence to a 

reasonable price. In line with the findings of study 1, we predicted that both factors 

would affect the price consumers were willing to pay. 

Method 

Participants 

One hundred and fifty participants taking the omnibus train between Leuven and 

Antwerp (Dutch speaking part of Belgium) volunteered to cooperate in this study. The 

study took approximately five minutes and was completed on the train. The age 

ranged between 12 and 88 years (M = 33.7, SD = 16.7, n = 147). Sixty-eight of them 

were men, 80 were women, and two did not reveal their gender in the questionnaire. 
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Procedure 

A researcher approached people sitting on an omnibus train and kindly asked 

whether they were willing to cooperate with a survey conducted by the university of 

Leuven. About 75% of them agreed. After a short introduction, participants had to 

imagine that they could not have dinner in their favorite restaurant and that they had 

to go elsewhere. There was one good alternative in the neighborhood. The consumer 

had never visited that restaurant, but had information about several aspects of the 

services offered. They had this information from reliable sources such as friends who 

worked there or had visited the restaurant before. In all versions, the other restaurant 

offered limited choice (but no comparison was made with the favorite restaurant) and 

provided a fairly good service. Two indices varied across conditions. One predictive 

factor was the quality they offered for a similar meal. The quality could be lower or 

equal to the one in their favorite restaurant. The unpredictive factor was the way the 

restaurant treated their personnel. This could be good or not too good. In all versions, 

they first got the information on the choice and the personnel (this information came 

from a friend who worked there). Then they heard about the service and the quality 

(from another friend who had eaten there before). 

The participants had to indicate what price they were willing to pay for a meal that 

was similar to the one they preferred in their favorite restaurant. In their favorite 

restaurant, that meal cost €20. They had to indicate the price on a line from 12 to 20 

euro with the additional options <12 to the left and >20 to the right. 

Results and Discussion 

We conducted a two-by-two ANOVA with the factors personnel and quality as 

independent variables and price as dependent variable. As expected, we found two 
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main effects. According to consumers, restaurants treating their personnel poorly were 

entitled to charge a lower price for the same product (M = 17.00, Sd = 2.6, n = 77) 

than restaurants treating their personnel well (M = 17.88, Sd = 2.2, n = 73): F(1,146) 

= 5.94, P < .02. Similarly, restaurants offering the same quality as their favorite one 

were entitled to charge a higher price (M = 18.56, Sd = 2.2, n = 74) than restaurants 

offering lower quality (M = 16.36, Sd = 2.5, n = 76): F(1, 146) = 32.64, P < .0001. 

The interaction was not significant (F<I). Table 1 presents the average price 

consumers were willing to pay in each of the four conditions. 

Table 1. The price a restaurant was entitled to charge for a €20 meal as a function of 

personnel treatment and food gualitX. 

personnel treated well personnel treated poorly 

high quality low quality high quality low quality 

Mean price 19.17 16.68 17.95 16.02 

Sd (and n) 1.5 (35) 2.9 (38) 2.6 (39) 2.1 (38) 

Willing to pay €20 (%) 60.6 23.7 44.7 5.3 

(20/33) (9/38) (17/38) (2/38) 

A loglinear analysis revealed that whether or not people were willing to pay the 

reasonable price of€20 (dichotomous variable) showed the same pattern (see Table 1, 

bottom line). Note that in the latter analysis, we discarded three participants who were 

willing to pay more than €20. 

These results confirm that people consider information other than the information 

that is in their direct self-interest. Less well treated personnel is not related to the 

quality of their food (also because this factor was manipulated orthogonally in the 
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present study). In fact, one could even argue that restaurants saving on their personnel 

costs (by making them work too much) could offer higher quality for the same price. 

General discussion 

It is common knowledge that product quality reputation influences expected quality 

and hence the price a consumer is willing to pay. The aim of this study was to explore 

the specificity of this relation. Does environmental reputation, to name just one, also 

affect the trust consumers have in a company (e.g. quality for price)? In the first 

study, we found that people take into account the opponent's previous actual behavior 

(i.e. reputation) in other domains (in this case, the intellectual domain) to determine 

how cooperative they would be in a monetary prisoner's dilemma game. In the second 

study, we found that consumers also took into account the fact that personnel is not 

treated well in determining a fair price. Both studies converge in rejecting the 

hypothesis that reputation is specific. We will now consider an explanation for the 

phenomenon, some alternative explanations, some limitations of this study, and some 

managerial implications. Directions for future research are interwoven in several 

parts. 

Explaining the findings 

The data suggest that when evaluating other's behavior, people tend to think in quite 

general terms. In interdependent interactions, behaviors are apparently coded as 

indicative of a general trait or intention 'to be cooperative' rather than in a specific 

behavioral category such as 'exerting (in)sufficient effort' or 'making sufficient 

contribution'. For instance, if participants in Study IB had interpreted their peers' 

behavior during the year in terms of (in)sufficient effort, there would have been no 

reason to let that inference determine the amount of money they were willing to give 
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because there was no effort involved. Apparently, people expected the others to 

behave in the prisoner's dilemma game in an (abstractly) similar way as they did 

during the many team works. Similarly, participants in Study 2 saw something more 

behind the poor personnel treatment than just 'poor personnel treatment'. If they had 

just interpreted like that, they might have been (rightly) reluctant to get employed 

there, but not unwilling to pay a fair price. In sum, consumers appear to infer good or 

bad intentions rather than specific causes, and in doing so clearly go beyond 'the 

data'. 

Is this functional? The present data were not meant to answer that question, but the 

null correlation between reputation and actual donation behavior in Study1b is an 

indication that general inference does not have to be correct. Further, the thought 

experiment in which a company is able to sell under the market price (and hence 

cooperate very well with consumers) because they treat their employees unfairly is 

another indication general inferences do not have to be a good guide. 

Still, people make general inferences. Therefore, we should explore which function 

it might serve. We suggest three possibilities. First, being exploited is very costly. It is 

not surprising then that people are programmed to detect cheaters (Tooby & 

Cosmides, 1995). Therefore, people may be overly sensitive to any behavior that 

could be interpreted as cheating on others. Although this may lead to many false 

alarms, the effect of reputation on cooperation is mild (see our low beta's in study 1, 

see also Van Lange, Ouwerkerk, & Tazelaar, 2002). This leaves ample opportunity to 

correct wrong reputational information. A different balance between generality and 

forgiveness (i.e. a specific reputation with strong effects on cooperation) seems much 

more rigid and inconsistent. Future research should attempt to explore whether 

inferred intentions is really the process behind the reputation effect, and whether a 
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balance between generality and forgiveness as we observed is the most adaptive 

option. Second, the broader the range of behaviors that potentially leads to the 

inference of bad intentions, might increase the power of reputation (or accountability) 

to induce cooperative behavior, which draws on the argument of Milinski et al (2002) 

and our own (De Cremer et al. 2001). Third, distinguishing reputational information 

according to the domains where it emerged be cognitive1y too costly. 

Alternative explanations and limitations 

We now tum to some alternative explanation which deserve consideration. First, 

retaliation or punishment might be invoked to explain the relation between reputation 

and evoked cooperation. That is, cooperative people (in StudylA, those who have 

contributed most of their money or car brands to the group, in StudylB, those who did 

the hard work in the teams) might feel exploited by the others and retaliate in the 

(anonymous) prisoner's dilemma game. An explanation in terms of retaliation might 

also shed light on the lack of relation between actual cooperation and reputation in 

Study IE. Those with very good reputations (drawing on their hard work) might have 

joined those with bad reputations in giving little money in the anonymous prisoner's 

dilemma games. The 'good' ones might have contributed less to all those who did less 

than they did (i.e. the majority). More problematic for this explanation is the fact that 

having collaborated in the same team or not (Study IB) did not interact with 

reputation to determine cooperation. It is unlikely that students would be as eager to 

retaliate against others whom they had not collaborated with. Further, an explanation 

in terms of retaliation is not consistent with the findings of Study 2 because the 

consumers did not have a bad experience with the restaurant. Still, future research 

may benefit from exploring this explanation by manipulating both whether or not 
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there have been actual previous interactions, or whether people are inclined to punish 

all those who break a social nonn (e.g. Fehr & Giichter, 2002). 

Another explanation is one in terms of evaluative conditioning (De Houwer, 

Thomas, & Baeyens, 2001). Evaluative conditioning is the phenomenon that neutral 

stimuli become negative in valence because they are paired with a negative event or 

stimulus. Neither contingency nor awareness seem to be required for this type of 

learning, and it does not seem to extinguish. Indeed, in Study 2, the price dropped 

with the number of negative elements in the scenario. These negative elements were 

associated with the opponent (the restaurant), might have led to a negative feeling, 

and hence to a lower price. Study 1 is less conducive to a general negative valence 

explanation because friendship should buffer this kind of learning: One negative 

experience is not likely to change five years of positive ones. 

We strived to reduce several limitations of the individual studies by making them 

complementary (StudylA was very controlled, Study 1B was very realistic, and Study 

2 used a more general population and was directly measuring market related 

variables). Still, one could argue that the answer to the question on generality is 

answered only partially. We now know that reputation is not very specific, but we 

don't know how general it really is, and whether there are situations in which it is 

specific. Future research should try to deal with these questions. 

Managerial implications 

We suggest marketing professionals take into account that any kind of infonnation 

that might be related to (un)cooperative intentions whatsoever might influence 

people's willingness to buy their products. In case of positive infonnation, this sounds 

like good news (Sen & Bhattacharya, 2001), but in case of bad infonnation, this 

seems a real threat. For instance, negative information on business perfonnance might 
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not only directly affect stock value by decreasing people's willingness to buy stakes 

(which would be a direct reputational effect) but also indirectly by people's decreased 

willingness to buy the products or services. That is, people might interpret diminished 

profits in terms of decreased willingness to cooperate with stakeholders. Even if they 

do not own stakes themselves, they may take this as an indication of cheating or bad 

intentions. 

Of course, many actions communicate conflicting messages on underlying 

intentions. For instance, if a firm decides to fire 10,000 people but argues that it does 

so to remain capable to offer high quality products and remain profitable to 

stakeholders, the damage done might be less severe than if the management conveys 

that costs have increased so much or consumer loyalty has gone down. In fact, the 

latter messages convey that others might have stopped being cooperative towards the 

firm. This might be used as indirect reputational information. Whether such 

discounting or augmenting effects exist, is a question for future research, but it would 

certainly be in line with an explanation of our findings in terms of good or bad 

intentions. 

Further, the explanation in terms of intentions suggests a powerful tool to exploit 

positive messages and a tool to ward off the negative effect of negative events 

implying (un)cooperative intentions. Inference in terms of intentions is much stronger 

if the situation seems to push you into another direction. That is, if the environment 

makes it hard on you to cooperate but you still do, you must be really cooperative 

(Kelley, 1971). For instance, charity or wage increases in times of economic recession 

might have much stronger effects than in times of economic prosperity. Recessions 

can serve to augment good intentions inferences. In contrast, in case of negative 

events potentially implying negative intentions, situational factors leading you into 
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this behavior should be stressed. Here, bad intentions can be dampened. Further, 

given the mild effect of reputation effects, offering antidote campaigns might erase a 

negative effect quite efficiently. 

Conclusion 

As has been known since long, doing good or bad has long term consequences that are 

opposite to its short term consequences. The present study further showed that these 

consequences might be broader than anticipated. We suggest an explanation in terms 

of inferred good or bad intentions. This means that any behavior that potentially 

implies good or bad intentions towards anyone may affect the likelihood that others 

cooperate (e.g. by buying your product or talking good about you). Managers could 

benefit by amplifying or dampening intention inferences and steering them into the 

desired direction by tailoring information conveyed when a certain positive or 

negative event arises. 
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