RARTAELE P S ada
BRESBAPLL AL SR PTR - FIES
¥ e a s ii-’L%%ﬂ&Fi‘fWR%)(“‘ 2 %)

%
nF
A

e

%

“
%fb
R

DO s A

: NSC 96-2629-H-259-001-MY2
D97 E 082 0l p 2 98 & 072 31F
DR L E A RS

s
e
e

DR REEHS L LR F A%

A EHE LR G EMAE 2 E 1

oo R R 98 #1007 31

G R



I (I

i FURIRL & oS0 Fogpds 2 4 [ﬂﬁlﬁ?wﬁﬁﬁl}%ﬁ‘]‘ ’ EIJ?F[ Jﬂﬁlﬁﬁmﬁﬁﬁ%@lf& EN BT

Eﬂj el bﬁlf}fﬁ‘ TABE BRIV (Sharpe,1966; Jenson, 1968; Treynor and Mazuy,1966;

Heriksson, 1984; Grinblatt, Titman and Wermers, 1995; Daniel, Grinblatt, Titman, and Wermers, 1997;

Wermers, 2000) - §it "D A5l = A2 *ﬁf’ﬂ*ﬁ%ﬁ@ SRV~ A J%%ﬁi%ﬁzﬂ M ’?,%?F:ﬂ\”i]él@%%f{’:ﬁg

Pedn > IR & A S o g D b’l—fﬁffﬂfﬂ:ﬁ' [ﬁﬁi&‘%ﬁ}%ﬂ%& 25 (Golec, 1996;
Chevalier and Ellison, 1009) « il » g pr LPaiiszt) ~ POTERITo f Ry -

T Tuiﬁ% S ﬁ&i%%ﬂrﬁ b [T S O SRR B PR (RS %wﬂ‘# El
e S BRI D o S G R [ fLp 5 (glass ceiling effect) - HETRSF 5
BRI iyl ARORS Jol ) AR B (Snyder, Verderber, Langmeyer, Myers, 1994; Morgan,
1998) - [IFT o= 1l e = Fpu S LD BT JrJr?&Tu R SR ’F}iﬁiﬁ [FilFL & o PERE2p)
e

F E,J;TQ;EEJ * IEI‘J 40% v H [ﬁj AE:]:EEJ EHF IZE‘_' E’Fﬂ% = IJE/}’YF.IJJ r[ [—‘ J l'SFEIII > Bl j}’jljlt

FRMIBL SRR~ PORE BT T (SH I CIORIHRIS YA

BFHH I R OPTAE T U R SRS LD AL S
FERITRGAE 5 5V BRI S IS 2 OME - SRR (O 73 3 PSR
RS AR N OB R AL A LIRS O N OB R S 4 il
P B RL I (R LSRR 4O 2 SR RS 5 PO

* Morgan (1998) ?FIHE 1990 @3\[@3«'? [ ltﬁwélﬁﬁi‘ﬁﬁ ST 5 AS% - (ELRL® Ty AL I T 5% - i 4
:g?p”' » 2007 & I X B ER i - 3 G Y 10145 [l g**jg;n“ s P gL IFF 15. 6%
Eﬁ”ﬁfﬁlﬁwﬂ SV T IR AR 10% (Atkinson, Baird and Frye, 2003; Bliss and Potter, 2002)
1



A E’I ¥ %ﬁl{ﬁﬁ
B - g7 FLEAEE *{EHISA HFIRL L 55 PRy

Gruber (1996) lfi) | H [[il 5L = 48767 P o (o pgbaHL[IRL 2 47~ RLA 21 )
FURIRL & feapidspivp= v o Pofe e iaalioieer ~ (sophisticated investors) i I35 2] [l
FLE R N OREs FLE U RN ) (RS AL S SEESOdRAR o T Ay
Lk 23l & lsﬂ\iw”%ﬁ“ e [&%Emuﬁ%‘ Berk and Green (2002, 2004)f& * fi°
Pz i poapis el 5 1 %%ZEE' L R R 0 S s I R
ZEl ~ (Zheng, 1999; Sawicki and Finn ,2002; Berk and Green 2004; VP#EEr ~ PHEL - fﬁj?u

H

B 2007) -

AR R IR B TSR o (PR o B R IR £ 4
O N AUESRYAY o o B RURIRLE RS S RO o B SRS ALY SVl
FHFLE R 405F VR TS RO - SRR A2 e
(Fff 15 55 > 5155 gt Atkinson, Baird and Frye (2008) ffitl i ~ (ol £520 - ot
I ER AL Y AL & 7 30 3HL & P 57 o (T S fORgias > JLE
o b PR EY R pORTRISRL S o HERAI - R PR A
LE P T LIS S 05 SR o LS R M IERIRYAT - IR BRI
CFMEL LTRSS @O RLE R - IR IR -



87 4] FLEREE ISR RRA L
L CEO EIBLA L SP IR TR LRy - Pincus, Rayfield

HHl

and Cozzens (1991) - Daily and Johnson (1997) » Deephouse (2000) W CEO hL:* f[ f 3L
WA ARG Fph B OISO E“ﬂ@“%PW?” SRS
ﬁﬂﬁ?ﬁj?f}‘ﬁ R = SRR RS o B SR R R E R R AR
Fli= fhiERLR- Ei@(ﬁ’ﬁﬁﬁﬁ"@% ) e b= R FEHE S E'W%?E}H?%’@éiﬁﬁ Bty
MR gfz % - Sirri and Tufano (1998) {1 HFHL & fsb 1= B i 4 ELRL hfz e d]
RLAOROEL & Bl o PP B R gﬁ’ﬂ;’\ [l = A b F"JET%@@EIJ > BHFIRLE pofl
FERL Y E | TG Atkinson, Baird and Frye (2008) #¢iRl& f55 ~ RS 1EELE
Al S R H IR E > PSS I'F'W‘*iﬁ%?ﬁl‘l‘iﬁ?i‘/ TR E A F‘UE%J*%%E@ A
& IREE T RIS -

Barber and Odean (2005) ff USRS 60 1 0 BRI 10RO HE
R (R PR RIS PR » TR BEITERIFRRY - SPARE  30k(2004) fy
P R ‘I‘gk'f'ﬁ I RS TG Felton, Gibson and Sanbonmatsu (2003)
MR * PPl 4 I ﬁff’ﬁﬁ%i’r*é% AU 5 5507 o L) PR VR
PR ST - ARG KR PR LA LF‘,%’?A&F FBA S
7% AR A



SIZF ErR[EPEHE
57— &7 %YFl

AP RLY IR B A ORISR RIS - FLETRRIN B R
IR O 878 ~ (SR ~ RERE N Ok & PR R SR VR EERRUN - ]
FLE POREORRIT AU FIBLS PURUFIBIN S © BRI TVl R
poRstE ~ ARSI RS o BE YR VE R R (TED) ~ 1 e
B EUIE R R R -

F R PRI U R £ AT CR B S SR - R
i WY RARE W T I DAL SIS SR e S

PRSI » 7 MRl SRR =0 RS TR R p R - g~ 5
%§~wﬁﬂm?’7ﬁﬁﬁ%ﬁuwﬁﬂﬁJWWW%%"ﬁﬂﬁﬁﬂwﬁ ]

~ FlSPIFELS M o APEE 2001 1 F|E] 2001 12 F| e 8 RO
R -

5TT 6] PR

P PRI SIS OV AL SN R ORI AL O R
[ft> APEER P (D) ?C(Z)ﬂﬁffﬂ%&?ﬁ%‘ﬁgﬁﬁi%@ » AT I R e [ER S R
ST BTGB -
ianOWtI at /51* Ret, , + /52* DGendert_1+ /53* Ret; 1+ DGmderl+(:J*(:J (1)

OUthOWt: at ,51* Ret, .+ /53DGendert_1+ /53* Ret 1+ DGel']dert_1+Cj* C] (2)

(D) froinflow BEH[FIEL £ EI}’E U7 F1EHE > Retey BVEU[FIEL £ U3 - DGender.,
EVFURIRL 1 FIDiaspt ~ 1 pkeaadl > piEis 1o F 1E% 0> Retyy-DGender, ELH
LRI L I o 3 (3) 1 outflow, ELH [ & FJ" | GIMERIAE > FEI-ZS e T kel
&, IEIJHIEQ“:—?E%JI[HIQ%EIi ,ﬁl, S s IREETT

PRI (i SRR IR & AR AL S BN T R R T

4



ey ¢7F‘JIUI“%1FI =% (3) ~ () ﬁ%ﬁ%?ﬂﬁ;rﬁ@ [ES IR R R=C Fo = [f[ ﬁl
S S G RVYEY -

Buy= i+ £1*Media+ 5,* Media’ 1+ £5* DGender,.,+ 4 * Media.* DGender, ;+G* G+ ¢ 3)

Sdl= @+ 7 *Media+ 7 2*Media® 1+ ) 3* DGender,.,+ /4 Mediag ¥ DGender+¢*Ci+ ¢ (4)

20 (3) Hr - Buy BELE R " H A DI RS R EIRREEV IR Mediay B IRV -
PP A Media®y b5 IEf]— *| DR PRI T 9 T2 > DGender ELHIFIEL
SRR | SPIEEALL 10 150> Mediatir* DGendrey SUE FREFTITEIZ {4 ]
[ o1 < 3 R R SRS AT ﬁ'“’ﬁ’%iﬁ,%“  FIPS PRI H R ol pv e
i > HLE AT FRRVIERIRYCY Q) W&hm‘puﬂwwﬁw?rﬁﬁ%ﬁ
YUY R BRI SV PTERT 22 KL EY P AR R S - BRI
f17% F RFGEIAL G o LSRR O T EREREIMOLE - @) [ Sl
REIE) © ] DR TR F SR BB S S S AT iy Ul
ﬂﬁaﬁﬁ*@ﬁ%@@%%@ﬁ’ﬂﬁﬁﬁk@m@%ﬁﬁﬁﬁﬁ@ﬂﬁmnﬁﬁ’
%WﬂfwﬁkwﬁﬁmﬂﬂﬁI EEERIE L PRIROA & L

R ﬁﬁﬂ@%ﬁ%wﬁfﬁﬁ’mwﬂﬁﬁnﬁﬁ%maﬂnﬁ‘i?ﬁw
R T IS G PRy [ 510 2 (BRI 25 Mgk (A (S Il ~ i pho
SN L R IS RS - < PR R P B 3 R
FgR - EPGLEREE T TR R -

25 A VR e ARBRERL & FE PO R I A BRI 5L & e
UL ) (R EEHIRR > AT SRR SR P RURL % » ) S0 AL
'[‘ZEFW%TTJ—?{ 2]l T&?ﬂ% ’Eﬁj,j r:“ll D[ YA -



ST R
Y- O] BLAREY *HERIEELS 1Y SRR
TGRS & 2y~ LS A O IR B RE S SRR 4
HiSps! (ORI B » [ O » 25 ARBRHLIFI B AR ~ TSR & foe
“RORYA AN R TRLEL S AR N IS B S AR N oI IR T
REH o B L& U TS 5 GO ] oSS R - IR -

FHPNE HoARRRL B AR pUTE IR & 40 S TR PGIRYRY - A SR
A - LS IETE N T TRV TS OG- e LS R
FERIEEEBG T+ L 0 T INERATE S R R ORI ¢ R SR
Il R L& R L S b R AR A iR S e
LS RED RLRIEE UG S RIS U O R RS

PRGN ETE  JURF ~ TS I T RO O IR - AT LS e
- [ilz.—:;rgg}ﬂﬁ*ﬁajﬁﬁ;gl[;k SR RERL £ 2RI E TR g E o R N SRR o
21 BYERL R AER S AR YT T S[ORE IR IR SRS
Wﬁﬁﬁﬁé’FﬁW%ﬂﬂ?ﬁﬁﬁkﬂé’EﬁwﬁkﬁTQEWEﬁﬁo
BYZ ] AR IERIEE A L O
#5953 BIRBR I 2 L i K A L SR S AT RN T i
S
[ AR E ST AP R P ]%K“]‘Fi PR R 1 3 e e
RAFOB! RSP PO b - ) SRS AR S PSR pORL O - A ST TR
iF‘ RO FRUSAFTRL » 2T B HE P i 0 RES JI L8 ) * = it fsprodley
P HRESEL AR RS DR H R -

_El

jf f[ F{IIE ’3 m)‘[ﬂg EJL[rg[E;Jz gghjﬂ k?lg,ﬁ,fg‘upﬁﬁqg Ei—ﬁ §[+3Fl
FIJ ”5ﬁl5$[F'JMﬁbﬂfﬁf ELA}_h_ltE‘[ LHT ,EA]EF @qg@ Iiwljrg%@g}g%g% t,F[ )



i 1L SRR N R SR R EREEE o IR © SR PR T
ST AORZ 2 B PR ORGSR+ B T H T IR R
SLEREE S O BRI BT PR SR S DU LR S - T
FO LI PR ARG € SR (1 0 B W L S UL R
TR ) S5 PR T R AR R e S R
QW%W$’%ﬁéﬁ§§ﬁ%k&¥¥ SEOFTHIFORE T IR AT - S
B 2 E (S ELE B R0 SR SR TR B BRSO L
EEGiE 7

5 (R U T AR IR o b RS R ¢ R RIS £ 5
B

N AR

R AR R IR 2 R S pOTE R RIS A S Ol £ Y
B LAY B SR LS [ LA ] AT
FORFR™ o POPIEE T I BT RL & R S BERIORLE SR AT O > L
S8 EETE ¢ PR SRR

e YA AIBIESE S (LSRR S ALh SRRSO - R
S BHEARRIE > ¢ B SR R SR SRR RIS HIVfBEHGY

VE RO B TG o & I RLE R N IR S R S
ffﬁj @gﬂ % %{'?T’E‘Lﬂt Ilr?:;{rmj

7«[??1’#'11?%\'+ﬂ9|ﬁ, P R HUFIRL S 48 F R o sy > 5= JEE 2 il
FLE R TS R H TR - AR B ORI - BYERL 2
AE MR RO E S ORI A O o b LS AR P e e 2
m§§;ﬁj’rﬂﬂfwékﬁ“ RS = Ry i By iy e LS
FI3 L & AT T D -



SYY G

1 9853

PR~ MR S FH > 2007 - H[FIF & ASFATETPIASN - RS 57208
ST 41 > 307-330 -

P SR ARG PR L 2004 - R @E'lrl ’F'}Wﬁ‘%ﬁﬁﬁ’p
R 7552 ] -

S ST > 2004 - BT * (HIEIBTIS BUFS - L) BT (PR
PRI

P H53
Atkinson, S. M., Baird, S. B., and Frye, M. B., 2003, “Do Femae Mutual Fund Managers
Manage Differently?’ The Journal of Financial Research 26, 1-18

Baks, K. P, Busse, J. A., and Green, T. C., 2006, “Fund Managers Who Take Big Bets Skilled
or Overconfident,” Working Paper

Barber, B. M. and T. Odean, 2001, “Boys. Gender, overconfidence, and common stock
investment,” Quarterly Journal of Economics 116, 261-292

Beckmann, D., Liitje, T., and Rebeggiani, L., 2007, “Italian Asset Managers’ Behavior:
Evidence on Overconfidence, Risk Taking and Gender,” Working Paper

Bhandari, G, and Deaves, R., 2006, “The Demographics of Overconfidence,” The Journal of
Behavior Finance 7, 5-11

Bliss, R. T., and Potter, M. E., 2002, “Mutual Fund Managers. Does Gender Matter?” Journal
of Business and Economic Sudies 8, 1-15

Carhart, M., 1997, “On Persistence in Mutual Fund Performance,” The Journal of Finance 52,
57-82

Chang, E. C., Cheng, J. W., and Khorana, A., 2000, “An Examination of Herd Behavior in
Equity Markets: An International Perspective,” Journal of Banking and Finance 24,
1651-1679.

Chevadlier, J., Ellison, G, 1999a, “Are Some Mutual Fund Managers Better Than Others?
Cross-Sectional Patterns in Behavior and Performance” The Journal of Finance 54,
875-899

Chevalier, J,, Ellison, G, 1999b, “Career Concerns of Mutual Fund Managers,” The Quarterly
Journal of Economics 144, 389-432

Childs, A., and Klimoski, R. J., 1986, “Successfully Predicting Career Success. An Application
of the Biographical Inventory,” Journal of Applied Psychology 71, 3-8.

Felton, J., Gibson, B. and Sanbonmatsu, D. M., 2003, “Preference for Risk in Investing as a

8



Function of Trait Optimism and Gender,” The Journal of Behavioral Finance 4, 33-40

Fortin, Rich, Stuart Michelson, and James Jordan Wagner, 1999, “Does Mutual Fund Manager
Tenure Matter?,” Journal of Financial Planning 12, 72-79.

Gervais, S., and Odean, T., 2001, “Learning to be Overconfident,” The Review of Financial
Sudies 14, 1-27.

Glaser, M., and Weber, M., 2004, “Overconfidence and Trading Volume,” Working Paper

Golec, J. H., 1996, “The Effect of Mutua Fund Managers’ Characteristics on Their Portfolio
Performance, Risk, and Fees,” Financial Services Review 5, 134-148

Gruber, M. J., 1996, “Another Puzzle: The Growth in Actively Managed Mutual Funds,”
Journal of Finance, 51,783- 810.

Israglsen, C.L., 1998, “Characteristics of Winning Fund,” Journal of Financial Planning 11,
78-87

Jin, L., and Scherbina, A., 2005, “Change is Good or the Disposition Effect Among Mutual
Fund Managers,” Working Paper.

Korman, A. K., 1971, “Industrial and Organizational Psychology,” New Jersey: Prentice-Hall,
Inc.

Lakonishok, J. Shleifer, A., and Vishny, R. W., 1992, “The Impact of Institutional Trading on
Stock Prices,” Journal of Financial Economics 32, 23-43

LinY. H., Raghubir, P.,, 2005, “Gender Difference in Unrealistic Optimism about Marriage and
Divorce: Are Men More Optimism and Women More Realistic,” Personality and Social
Psychology Bulletin 31, 198-207.

Maital, S., R. Filer and J. Simon, 1986, “What do People Bring to the Stock Market? The
Economic Psychology of Stock Market Behavior,” in B. Gilad and S. Kaished.,
Handbook of Behaviora Economic-Behaviorak Macriecibinics, Vol. B, Greenwich,
Connect cut, JAI PressInc.

Morgan, L. A., 1998, “Glass-Ceiling Effect or Cohort Effect? A Longitudinal Study of the
Gender Earnings Gap for Engineers, 1982 to 1989,” American Sociological Review 63,
479-83

Niederle, M. and Vesterlund, L., 2006, “Do Women Shy Away from Competition? Do Men
Compete Too Much?”’ Quarterly Journal of Economics, forthcoming

Odean, T., 1999, “Do Investors Trade Too Much?’ The American Economic Review 89,
1279-1298

Olsen, R. and Cox, C., 2001, “The Influence of Gender on the Perception and Responses to
Investment Risk: The Case of Gender of Professiona Investors,” The Journal of
Psychology and Financial Markets 2, 29-36.

Sawicki, T., Finn, F., 2002, “Smart Money and Small Fund,” Journal of Business Finance and
Accounting 29, 825-846



Schultz, P, 2007, “When is Stock Picking by Mutual Funds Successful ?” Working Paper

Shu, P. G, Y. H. Yeh and T. Yamada, 2002, “The Behavior of Taiwan Mutua Fund
Investors-Performance and Fund Flows,” Pacific-Basin Finance Journal 10, 583-600

Snyder, R. A., Verderber, K. S., Langmeyer L. and Myers, M., 1994, “A Reconsideration of
Self and Organization Referent Attitudes as ‘Causes’ of the Glass Ceiling Effect,”
Group and Organization Management 17, 260-78

Statman, M., Thorley, S., and Vorkink, K., 2006, “Investor Overconfidence and Trading
Volume,” The Review of Financial Studies 19, 1531-1565

Sutermeister, R. A., 1976, “People and Productivity,” New York: Mcgraw-Hill Book Co., 3
Ed.

Wylie, S., 2005, “Fund Manager Herding A Test of the Accuracy of Empirical Results Using
UK Data,” Journal of Business 78, 381-403

Zheng, L., 1999, “Is Money Smart? A Study of Mutual Fund Investors’ Fund Selection
Ability,” Journal of Finance 54,901- 933

10



Doing Good with or without Being Known?
The Impact of Media Coverage of Corporate Social
Performance on Corporate Financial Performance

Hsiang-Hsuan Chih
Department of Finance, National Dong Hwa University
Hualien, Taiwan
Tel: 886-3-8633137; Fax: 886-3-8633130
Email: hhchih@mail.ndhu.edu.tw

Hsiang-Lin Chih'
Department of Cooperative Economics, National Taipel University
Taipei, Taiwan
Tel: (886) 2-86746874; Fax: (886) 2-25156317
Email: hichih@mail.ntpu.edu.tw

Yu-Ting Huang
Department of Business Administration, National Dong Hwa University
Hualien, Taiwan
Tel: 886-3-8633137; Fax: 886-3-8633130
Email: m9532020@em95.ndhu.edu.tw

Thisversion: Aug 9, 2008

TCorrasponding author. Department of Cooperative Economics, Commerce College, National Taipei
University. 151, University Rd., Sansia, Taipei 237, Taiwan. email: hichih@mail.ntpu.edu.tw. Phone: (886)
2-8674-6874. Fax: (886) 2-86715905.




Doing Good with or without Being Known?
The Impact of Media Coverage of Corporate Social
Performance on Corporate Financial Performance

Abstract

Based on a sample of financia holding companies listed on the Taiwan Stock Exchange,
we examine the impact of media coverage of corporate social performance on corporate
financial performance. Our findings are as follows. First, information about a firm’s social
actions provided by the mediais more relevant than provided by thefinancia holding company
(FHC) itself, and the quantity of news articles about positive socia activities of FHCs is
positively correlated with financial performance; however, strikingly, that of news articles
about FHCs’ negative social activities is also positively correlated with financial performance.
In addition, we find that news articles about FHCs’ positive social activities for shareholders
will trigger a positive evaluation by shareholders; however, rather interestingly, news articles
about FHCs’ positive (negative) social activities for employees will trigger a negative
(positive) evaluation by shareholders. But if the news articles about FHCs’ positive social
activities for employees are initiated by the media, rather than by the company itself, they will
trigger a positive evaluation by shareholders. Therefore, the evidence suggests that “doing
good” can be expected to be “doing well” if the positive CSP information is provided by the

media, rather than by the company itself.

Key words. Financial holding companies; Corporate socia performance (CSP); Corporate
financial performance; Media coverage.

JEL classification: G32; G34; G14; M410



1 Introduction

While doing good are generally expected to be doing well for a company (Simpson and Kohers, 2002), a
direct relationship between corporate social performance (CSP) and corporate financial performance
(CFP) has not been convincingly demonstrated, since, for one part of the empirical studies, positive
CSP-CFP relationship is found (Roman, Hayibor, and Agle, 1999; Simpson and Kohers, 2002), but
negative or neutral relationship are also found on the other (Griffin and Mahon, 1997; McWilliams and
Siegel, 2000). Therefore, the conflicting empirical results across studies |eave managers without a clear
direction regarding the desirability of pursuing socialy responsible programs (McWilliams and Siegel,
2001; Schuler and Cording, 2006).

Why does the relationship between CSP and CFP seem so unclear? Schuler and Cording (2006)
have interpreted the reason is that these empirical studies are based on the theoretical framework that
CSP and CFP are assumed to be directly and positively (or negatively) related and, in doing so, ignore
the choices made by stakeholders to link these two activities. More importantly, Schuler and Cording
(2006) emphasized that some theories assume a positive (negative) relationship between CSP and CFP,
but this will only be true if four conditions are met: (1) information is available about a firm’s CSP; (2)
the stakeholder is aware of the information; (3) the stakeholder’s moral values emphasize
other-regarding (self-regarding) characteristics, and (4) the stakeholder is motivated to engagein
supportive (deleterious) behavior toward the firm. If any of these conditions cease to exist, the
relationship can be expected to fail. Therefore, to have good (or bad) social consequences from social
activities of afirm, not only stakeholders need to have relevant information about that firm’s social
performance, but also the CSP information need to be sufficient to motivate stakeholders to engagein

supportive (deleterious) behavior toward the firm.

Asto the CSP information, it’s worth noting that if the information about a firm’s good (or bad)
socia performanceis provided by the firm itself, it might be insufficient to trigger a significant
evaluation by shareholders or another stakeholders. For example, Y oon, Gurhan-Canli, and Schwarz
(2006) found that if the consumers learn about the CSP activity from the firm itself, or they found the
company advertised its good works to agreater degree than it contributed to good works, they might lower

the confidence in the sincerity of the firm’s motives, i.c., they might suspect ulterior motives and even



evaluate the firm negatively. However, if information about a firm’s social actions is provided by external
sources, such as the media, it will have a higher likelihood that an average consumer is aware of the
information (Schuler and Cording, 2006). McWilliams and Siegel (2001) aso argued that mediacoverage
heighten customer awareness of CSP. Although the above literature reveals that, media, rather than the
firm, seemsto play a more central role in the process by recording and transmitting CSP information,
they didn’t test it directly. The first aim of this paper is, therefore, to empirically investigate whether or
not information about a firm’s good (or bad) social actions provided by the mediais morerelevant, i.e.,
with ahigher likelihood that an average stakeholder is aware of the firm’s social performance, than
information provided by the firm itself. In this paper, we limit our empirical testing to the information
available to, and the decision employed by, one key stakehol der— the shareholder, since shareholders
directly affect firm financial performance through their investment behavior, i.e., either supportive
behavior, i.e., buying shares, or deleterious behavior, i.¢e., selling shares, that affects the firm’s share

prices and ultimately the financial performance.

McWilliams and Siegel (2001) have argued that advertising and media coverage heighten customer
awareness of CSP, increasing the demand for socially responsible behavior and, therefore, the potential
returns from CSP, but McWilliams and Siegel (2001) ignore the role moral values of stakeholders may
play on the CSP-CFP link (Schuler and Cording, 2006), i.e., the demand for socially responsible behavior
may decrease if stakeholders of the company embrace self-regarding value type. For example, an
average shareholder embracing the self-regarding value type will criticize the company if the media
report the company expends resources on improving the job security of employees. He may also expect
that managers who practice the activity to improve employees’ welfare may sacrifice more profitable
projects such that shareholders” wealth will not be maximized (Friedman, 1970). Therefore, the average
shareholder will be motivated to engage in del eterious behavior toward the company, i.e., selling shares
of the company, and the selling pressure ultimately leads to a slump in the share price and thus an
increase in the cost of equity of the company (NG6thiger, Schilli, and Scheiwiller, 2001). Doing good can,
therefore, be expected to be “doing worse,” instead of “doing well.” In other words, doing good can be
expected to be “doing well” only when the average shareholder embraces others-regarding value type,
i.e., hewill praise for the CSP activities beneficial to employees, and he also expects that the costs of

mai ntai ning rel ationships with employees might be minimized (Jones, 1995). The second aim of this



paper, therefore, is to analyze whether or not “doing good” can be expected to be “doing well” if CSP

information is relevant enough.

Furthermore, Deephouse (2000) provides theoretical and empirical support for the conjecture that
media reputation is a strategic resource leading to competitive advantage and increasing the financia
performance of commercia banks (see a'so McWilliams and Siegel, 2001). Deephouse (2003) has
investigated the role of information as a mediating variable in the CSP-CFP relationship and found that
the quantity of media coverage of banks’ socially responsible actions was positively correlated with
financial performance. While these studies have identified that “doing good” with “being known” can be
expected to be “doing well,” there exists an empirical shortcoming. That is, to measure media coverage of
CSP, observations from all positive (negative) CSP information for each company was totaled and then
the number of negative CSP information was subtracted from the number of positive CSPinformation
(Deephouse, 2003), but the measure ignores the fact that different positive (or negative) CSP information
cannot be totaled. For example, an average shareholder may praise for one positive CSP activity, e.g.
enhancing the board effectiveness, but may criticize another positive CSP activity, e.g. expending
resources on improving the employees’ welfare. Therefore, on investigating whether “doing good” leads

to “doing well,” different kinds of CSP information cannot be totaled and should be analyzed separately.

Our sample consists of al financial holding companies (FHCs) listed on the Taiwan Stock
Exchange Corporation (TSEC) between years 2002 and 2006 for which quarterly financial data are
available. The FHCs are chosen mainly because the companies within the same industry have similar
production factors, products, customers and regulations, it controls for differences so asto test the
impact of CSP information on the firm performance. The empirical results can be briefly summarized as
the following. First, information about a firm’s social actions provided by the mediais more relevant than
provided by the financial holding company (FHC) itself, and the quantity of news articles about FHCs’
positive socia activitiesis positively correlated with financial performance (stock returns); however,
strikingly, that of news articles about FHCs’ negative social activities is also positively correlated with
financial performance. In addition, we find that news articles about FHCs’ positive social activities for
shareholders will trigger a positive evaluation by shareholders; however, rather interestingly, news
articles about FHCs’ positive (negative) social activities for employees will trigger a negative (positive)

evauation by shareholders. But if the news articles about FHCs’ positive social activities for employees



are initiated by the media, rather than by the company itself, they will trigger a positive evauation by
shareholders. Therefore, the evidence suggests that “doing good” can be expected to be “doing well” if

the positive CSP information is provided by the media, rather than by the company itself.

The remainder of this article is organized as follows. Section 2 develops our hypotheses. Section 3
describes the sample and operating variables. Section 4 presents our empirical results and Section 5

concludes the paper.

2 Hypotheses

In this paper, we ask how the positive (negative) information about a company’s social performance
impactsits financial performance. Since shareholders directly affect firm financia performance through
their investment behavior, we try to investigate how information about a company’s social performance
might influence the decisions of a shareholder to engage in either supportive or deleterious behavior that
ultimately affects the firm’s financial performance. There are two competing hypotheses, conflicts of

interest and social harmony hypotheses, to account for the impacts of CSP information on CFP.

The conflicts of interest hypothesis claims that a firm’s actions that one stakeholder group reacts to
positively may elicit a negative response in another stakeholder group (Schuler and Cording, 2006), for
example, a firm’s expending resources on improving the work environment will be praised by employees
but may be criticized by shareholders embracing self-regarding value type, and shareholders may
rationally expect that managers who practice the activity may neglect to take the opportunity cost of such
actionsinto account and, therefore, sacrifice more profitable projects such that shareholders’ wealth will
not be maximized (Friedman, 1970). Over time, such socia practice will not only lead to poor financial
performance (Schuler and Cording, 2006), but these positive information about a company’s social
performance might also influence the decisions of a shareholder to engage in deleterious behavior, i.e.,
selling shares of the company, that ultimately leads to a sSlump in the share price and thus an increase in
the cost of equity of the company (N6thiger, Schilli, and Scheiwiller, 2001). From this viewpoint, since
the negative effect on CFP in response to positive CSP information results from conflicts of interest

between employees and shareholders, we refer thisto as the conflicts of interest hypothesis.

On the contrary, the same manageria skills and strategies necessary for good social performance are



also needed for good financial performance (Alexander & Buchholz, 1978; Anderson & Frankle, 1980;
Davis, 1973; Frooman, 1997; Ullmann, 1985; Waddock & Graves, 1997; Schuler and Cording, 2006).
Furthermore, if acompany engages in good socia actions, shareholders embracing other-regarding value
type will praise for these actions, and they may rationally expect that the costs of maintaining
relationships with stakeholders, e.g. employees, might be minimized (Jones, 1995). Such social practice,
therefore, will lead to better financial performance, and these positive CSP information might be
rewarded by shareholders through their investment behaviors, i.e., buying shares of the company, that
ultimately boosts the share price and thus an decrease in the cost of equity of the company. From this
viewpoint, since the positive effect on CFPin response to positive CSP information results from
harmony between shareholders and another stakeholders, we refer this to as the social harmony

hypothesis.

3 Dataand Methodology

The financial holding companies (FHCs) listed on the TSEC are chosen as our sample. Taiwan’s
government has been engaged in a series of deregulation since 1988 to accommodate the global trend of
financia liberalization and internalization. The actions include lifting the long-standing restrictions on
the establishment of financial institutions, and the enactment of several billsto allow for the
establishment of asset management corporations, the consolidation of financia ingtitutions, and
establishment of financial holding companies. Our sample consists of all FHCs listed on the TSEC
between years 2002 and 2006 for which quarterly financial data are available. The FHCs are chosen
mainly because the companies within the same industry have similar production factors, products,
customers and regulations, it controls for differences so as to test the impact of media coverage on the
firm performance (Griffin and Mahon, 1997; Deephouse, 2000; Deephouse, 2003). Taiwan isaso an
international financial and information center, meanwhile the banking industry represents one of the
major industries in the stock market because of its large market capitalization and high trading volume,
so mass media and the public pay more attentions to FHCs than to other firms. Third, relative to other

firms, FHCs have more abilities to engage in CSP activitiesin Taiwan.

To investigate the goals of our research, media coverage must be defined. Since thereis no related

index in Taiwan, we build a unique media database to measure firms’ media coverage. Robinson and



Levy (1996) and Gaines-Ross (2000) suggest that newspapers provide the most powerful media
coverage. (See also Park and Berger, 2004; Hamilton and Zeckhauser, 2004; and Delahaye’s studies).*
Therefore, we select two most popular newspapers, China Times and Commercia Times, in Taiwan to
build a unique media coverage database for our research. Although there are more than these two
newspapers in Taiwan, it seems that the same article often appears in different newspapers with the same
attributes. For completeness and to avoid the articles are double-counted, we choose newspapers with
different focuses to catch different readers. China Times belongs to the general area and Commercial

Times covers business news.

We searched for the CSP-related words combined with a FHC’s name as a key word within the
media coverage database. The media coverage is defined as the number of times a company’s
CSP-related news articles appear in the newspapers. After completing the search process, our sample

consisted of 869 news articles for 14 FHCs listed on the TSEC.

Two screening criteria are further used. First, news articles are classified as positive, negative or
neutral, depending on the tone of the media report. The ‘positive’ type means that the content of the
report is the company does good things to stakeholders, employees and investors. For example, areport
isregarded as positive if it indicates that the company provides more welfare for employees or receives
the awards of ‘Corporate Social Responsibility’ from famous and credible organizations. The ‘negative’
type means that the report is harmful to stakeholders. For instance, reports that the layoff information
release, or financial statements are manipulated are both treated as negative. The ‘neutral’ type of report

tone indicated that the reports neither reflected a positive or a negative tone.

Second, news articles are classified as media-initiated, company-initiated or anayst-initiated
depending on the sources of the media report. The ‘media-initiated’ type means that media design
voluntarily special topics or subjects for CSP companies to report. The ‘company-initiated’ type means
that the company disclosures actively its CSP news and information through media. The
‘analyst-initiated’ type means that the analysts announce forecast information about the companies they

cover through media.

We use stock returns (Return) rather than accounting returns, e.g. return on assets (ROA), to

! The website for Delahaye is: http://www.delahaye.com.




measure CFP, since we limit our empirical testing to the information available to, and the decision
employed by the shareholder and they directly affect firm financial performance through their
investment behavior. Furthermore, stock prices aggregate information from market participants’
prospects for companies, shareholders can trade up or down the companies stock prices to express that
they agree or disagree with the companies’ devoting to CSP activities. We also add some variables to
control for other effects on stock performance. These control variables alow us to test whether the
media coverage rather than the firm-specific characteristics are related to the stock price reactions.
Following Johnson (1995), Stewart (1997) and Leggett and Strand (2002), three control variables were
used: portfolio composition (total loansto total deposits; LOAND), capital adequacy ratio
(Equity-to-Asset ratio) and asset size (Sze). The last control variable was adummy variable (Bank),
which isgiven alif the core subsidiary of the FHC is the bank and O otherwise. Therefore, Equation (A),
(B), (©), (D), and (E) then test the impact of media coverage of CSP on CFP, as follows:

Return; .1 = ap + yCSP_Total, ¢

+ aLOAND; ; + agEquity-to-Asset; ; + auSze  + asBanki + diy ;

...(A)
Return; i+1 = b + b1;CSP_Media; ; + b,CSP_Corp; ¢+ bsCSP_Analyst; ¢
+ byLOAND; ; + bsEquity-to-Asset; ; + bgSize ¢ + byBank;; + & ;

...(B)
Return; i+1 = ¢o + ¢;CSP_Positive ; + c,CSP_Negative ; + csCSP_Neutral; ;
+ c4,LOAND; ; + csEqQuity-to-Asset;  + CsSize  + c/Banki ¢ + 1 +;

...(O)

Return; i+1 = do + d;CSP_Positive_Employees ; + d,CSP_Negative Employees; ; +
ds;CSP_Neutral_Employees ; + d4CSP_Positive_Shareholders; +
dsCSP_Negative Shareholders; + dsCSP_Neutral_Shareholders  + d;LOAND;  +
dsEquity-to-Asset; ; + deSize  + dioBanki; + ¢t ;

...(D)

Return;t+1 =€ +
e.CSP_Positive_Employees Media; ; + e,CSP_Positive_Employees Corp; ¢ +
e3CSP_Positive_Employees Analyst; ; + e,CSP_Negative Employees Media; ; +



esC3P_Negative Employees Corp;; + &sCSP_Negative Employees Analyst; ; +
e;CSP_Neutral_Employees Media ; + esCSP_Neutral _Employees Corp;; +
eCSP_Neutral Employees Analyst;; +

€10CSP_Positive_Shareholders Media; ; + €;;CSP_Positive_Shareholders Corp;; +
€12CSP_Positive_Shareholders Analyst; ; + €;3CSP_Negative Shareholders Media ; +
€14CSP_Negative Shareholders Corp;; + €,sCSP_Negative Shareholders Analyst; ; +
€16CSP_Neutral_Shareholders Media; ; + ,;CSP_Neutral _Shareholders Corp; ¢ +
€18CSP_Neutral_Shareholders_Analyst; ; +

e19L OAND;  + ex0Equity-to-Asseti + €176 + exBanki + 7it;

...(E)
where Return; 141 is stock return for FHC i at quarter t+1; CSP_Total; ; represents the total quantity of CSP
news for FHC i at quarter t; CSP_Media;;, CSP_Corp;, and CSP_Analyst;; represent the quantity of CSP
news initiated by the media, the corporation, and the anayst, respectively. CSP_Positive
CSP_Negative ;, and CSP_Neutral;; represent the total quantity of CSP news, which are as positive,
negative, and neutral, respectively. CSP_Positive Employees ; is the quantity of CSP news positive to
employees, and so on. CSP_Positive_ Employees Media; ; represents the quantity of CSP news, which is
initiated by the media and positive to employees, and so on. LOAND; ; represents loans as a percentage
of deposits. Equity-to-Asset; ; is the ratio of equity to total assets. Sze ; represents the natural log of total
assets. Bank; ; is dummy variable, which takes the value of 1 if the core subsidiary of the FHC is the
bank, and O otherwise.

The data for stock prices and financial variables are retrieved from the Taiwan Economic Journal
(TEJ) database. Table 1 presents the mean, median, maximum, minimum, standard deviation and
correlations among variables. The mean of the stock returns (Return) is 0.31%, its maximum is 55.84%,
and its minimum is —64.8%. The results indicate company stock performance differs significantly among
FHCs in the sample. Similar situations exist in portfolio composition (total loans to total deposits;
LOAND), capital adequacy ratio (Equity-to-Asset ratio) and asset size (Sze). The correlation coefficients
between different pairs of variables are very small, so these control variables do not have the

multicollinearity problem.

4 Empirical Results



The results of the estimations on the impact of media coverage of CSP on CFP, and presents five model
specifications each with a different combination of explanatory variables. The specification (A)
considers the impact of the total quantity of CSP news on CFP for FHC; specification (B) takes into
account the tone of the news, i.e., positive, negative, or neutral; specification (C) takes into account the
initiation of the news, i.e., news initiated by the media, the FHC itself, and the analyst; specification (D)
takes into account the stakeholders, i.e., employees or shareholders; specification (E) takes into account

the tone, the initiation, and stakeholders, simultaneously.

As shown in specification (A) of Table 2, the coefficient of CSP_Total is positive and significant
(4.35), indicating that the quantity of news articles about FHCs’ social performance is positively
correlated with CFP (stock returns). The results for the remaning explanatory variables are aso
interesting. Firstly, in specification (B) of Table 2, the coefficient of CSP_Media is positive and
significant (0.07) and that of CSP_Corp is insignificant, indicating that information about a firm’s social
actions provided by the media is more relevant than provided by the company itself. Secondly, in
specification (C) of Table 2, the coefficient of CSP_Positive is positive and significant (0.07), indicating
that the quantity of news articles about FHCs’ positive social activities is positively correlated with
financial performance; however, strikingly, that of news articles about FHCs’ negative social activities is
also positively correlated with financial performance since the coefficient of CSP_Negative is aso

positive and significant (0.21).

Thirdly, in specification (D) of Table 2, the coefficient of CSP_Positive_Shareholders is positive
and significant (0.24), indicating that news articles about FHCs’ positive social activities for
shareholders will trigger a positive evaluation by shareholders. Rather interestingly, the coefficient of
CSP_Positive_Employees is negative and significant (—0.14), and that of CSP_Negative Employees is
positive and significant (0.86), indicating that news articles about FHCs’ positive social activities for
employees will trigger a negative evauation by shareholders and those about FHCs’ negative social
activities for employees will trigger a positive evauation by shareholders. The conflicts of interest
hypothesis, therefore, gains support. But it is worth noting that if the news articles about FHCs’ positive
social activities for employees are initiated by the media, rather than by the FHC itself, they will trigger
a positive evaluation by shareholders, such that the social harmony effect will dominate the conflicts of

interest effect, since, in specification (E) of Table 2, the coefficient of CSP_Positive Employees Media



is positive and significant (0.004) and the coefficient of CSP_Positive_ Employees Corp is hegative and
significant (—0.02).

5 Conclusions

Our sample consists of al financial holding companies (FHCs) listed on the Taiwan Stock
Exchange Corporation (TSEC) between years 2002 and 2006 for which quarterly financial data are
available. The FHCs are chosen mainly because the companies within the same industry have similar
production factors, products, customers and regulations, it controls for differences so as to test the
impact of CSP information on the firm performance. The empirical results can be briefly summarized as
the following. First, the quantity of news articles about FHCs’ positive socia activitiesis positively
correlated with financial performance; however, strikingly, that of news articles about FHCs’ negative
socia activitiesis also positively correlated with financial performance. In addition, we find that news
articles about FHCs’ positive social activities for shareholderswill trigger a positive evaluation by
shareholders; however, rather interestingly, news articles about FHCs’ positive social activities for
employees will trigger a negative evaluation by shareholders and news articles about FHCs’ negative
socia activities for employees will trigger a positive evaluation by shareholders. But if the news articles
about FHCs’ positive social activities for employees are initiated by the media, rather than by the FHC
itself, they will trigger a positive evaluation by shareholders. Therefore, the evidence suggests that
“doing good” can be expected to be “doing well” if the positive CSP information is provided by the
media, rather than by the company itself, and thisis consistent with the notion that firms with
competency in managing external coverage of their reputations may be advantaged in extracting gains

from their CSP activities (Christmann, 2004).
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Tablel Descriptive Satisticsand CorrelationsMatrix

The table presents summary statistics and correlations of dependent and independent variables. Our sample consists of all
financial holding companies (FHCs) listed on the Taiwan Stock Exchange Corporation (TSEC) between years 2002 and
2006 for which quarterly financial data are available, and there consists of 14 FHCs and 280 firm-quarters. Return is stock
returns. LOAND represents loans as a percentage of deposits. Equity-to-Asset is the ratio of equity to total assets. The
descriptive statistics of Sze represent actual total assets. Correlations are computed with the natural log of total assets

because it is used in the regression analyses. Bank is dummy variable, which is given a1 if the core subsidiary of the FHC
is the bank and O otherwise.

Panel A: Descriptive Statistics

Variable Mean Median Maximum Minimum Std. Dev.

1. Return (%) 0.31 0.21 55.84 —64.80 16.25
2. LOAND (%) 92.93 79.36 397.43 65.62 52.02
3. Equity-to-Asset (%) 132.66 120.98 236.54 47.09 32.70
4. Sze (Million) 1,220 1,300 3,600 242 808
5. Bank 0.58 1 1 0 0.50
Panel B: Correlations Matrix

1 2 3 4 5
1. Return (%) 1
2. LOAND (%) -0.054 1
3. Equity-to-Asset (%) -0.112 0.446 1
4. Sze (Million) 0.009 —-0.403 -0.119 1
5. Bank 0.070 0.213 -0.230 0.094 1
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Table2 TheMedia Coverage of CSP on CFP
The sample consists of al financial holding companies (FHCs) listed on the Taiwan Stock Exchange Corporation
(TSEC) between years 2002 and 2006 for which quarterly financial data are available, and there consists of 14 FHCs
and 280 firm-quarters. The dependent variable is stock returns of a FHC. CSP_Total represents the total quantity of CSP
news of a FHC; CSP_Media, CSP_Corp, and CSP_Analyst represent the quantity of CSP news initiated by the media,
the corporation, and the analyst, respectively. CSP_Positive, CSP_Negative, and CSP_Neutral represent the total
quantity of CSP news, which are as positive, negative, and neutral, respectively. CSP_Positive_Employees represents
the quantity of CSP news, which is positive to employees, and so on. CSP_Positive Employees Media represents the
quantity of CSP news, which is initiated by the media and positive to employees, and so on. t-values are reported in
parentheses. The significance levels of 10%, 5% and 1% are denoted by ", and ™", respectively.

Model Specifications

Variables
(A) (B) © (D) (E)
Constant -12.43 164.94 38.81 17.28
(~0.09) (1.12) (0.29) (0.13)
CSP_Total 435"
(3.11)
CSP_Media 0.07"
(2.06)
CSP_Corp 0.02
(0.21)
CSP_Analyst -0.17
(-0.74)
CSP_Positive 0.07"
(2.04)
CSP_Negative 0.21°
(1.83)
CSP_Neutral -0.04
(-1.12)
CSP_Positive Employee -0.14"
(-2.29)
CSP_Negative Employee 0.86""
(3.73)
CSP_Neutral_Employee 0.02
(0.31)
CSP_Positive_Shareholders 024
(3.87)
CSP_Negative_Shareholders -0.27
(-0.73)
CSP_Neutral_Shareholders -0.15
(-1.53)
CSP_Positive Employee Media 0.004"
(1.73)
CSP_Positive Employee Corp -0.02"
(-2.34)
CSP_Positive Employee Analyst 0.005
(0.19)
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Table2 (Contd.)

CSP_Negative Employee Media 0.002
(0.19)
CSP_Negative_Employee Corp 0.05
(1.61)
CSP_Negative Employee Analyst -0.15"
(—2.05)
CSP_Neutral_Employee Media -0.002
(-0.97)
CSP_Neutral_Employee Corp 0.005
(0.45)
CSP_Neutral_Employee Analyst 0.03
(0.72)
CSP_Positive_Shareholders Media -0.003
(-0.98)
CSP_Positive_Shareholders_Corp 0.02
(1.51)
CSP_Positive_Shareholders Analyst -0.001
(-0.05)
CSP_Negative_Shareholders Media 0.03
(1.19
CSP_Negative_Shareholders Corp -0.06
(-1.24)
CSP_Negative Shareholders Analyst 0.008
(0.07)
CSP_Neutral_Shareholders Media -0.001
(-0.17)
CSP_Neutral_Shareholders Corp -0.007
(0.33)
CSP_Neutral_Shareholders Analyst -0.005
(-0.11)
LOAND 0.40” 0.28 0.25 0.26 0.16
(2.16) (1.43) (1.33) (1.44) (0.81)
Equity-to-Asset 072" -0.73™ -0.76"" -0.84™ -0.88""
(-6.74) (-6.72) (-7.04) (-8.07) (-8.37)
Sze 3.65 -4.44 -3.45 3.64 5.39
(0.59) (-0.65) (-0.53) (0.58) (0.79)
Bank Dummy Yes Yes Yes Yes Yes
Adi-R? 0.23 0.25 0.28 0.42 0.50
Number of observations 280 280 280 280 280
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