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Abstract: Chinese government took a series of measures to improve monitoring afterwards after the mela-
mine event. Against this background, this paper adopts event study methodology and finds that the stock
prices of food and beverage companies have fallen sharply. However, due to the fact that the premium of
good voluntary governance can bring investors a better expectation, the companies with good voluntary gov-
ernance tend to be less affected by the melamine event. In the areas of better mandatory governance, stock
prices have stronger reaction to the melamine event because the regulatory execution is less flexible. Ac-
companying with continuously strengthened external supervision, companies should implement the voluntary
governance more actively to enhance the level of corporate governance and create their competitive advan-
tages in the capital market.
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Table 1. Descriptive statistics of main variables

*® 1 FETERARMEST

W AR AT CAR (-1,1) CAR (-3,3) CAR (-5,5) CAR (0,17) CAR (0,19) CAR (0,21)
BfE 0.005 —0.034 —0.050 —0.066 —0.048 —0.021
E -0.002 -0.033 -0.056 -0.082 —0.041 -0.014
bz 0.047 0.048 0.083 0.143 0.149 0.155

fRRAS & Size Debt MainB Soe VG MG
Sl 21.225 0.463 0.828 0.569 42.830 6.995
Tl 21.020 0.458 1.000 1.000 44.000 5.875
i 0.851 0.189 0.381 0.500 7.094 3.509
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Figure 1. Cumulative abnormal return of the Yili and theindustry
portfolio
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3. IEGIERES 4 CAR

Table 2. Regression results of the “ stage of reaction”
F2 “REH” EESR

CAR (-1,1) CAR (-3,3) CAR (-5,5) CAR (-1,1) CAR (-3,3) CAR (-5,5)
VG 0.00768" 0.00533™" 0.00743™" 0.00997" 0.00505" 0.00741""
(1.94) (2.97) (2.80) (2.22) (2.67) (2.84)
MG —0.00382 0.000171 —0.0000337
(-1.08) (0.13) (=0.01)
VG*MG —0.000285 0.0000442 0.00000553
(-0.90) (0.40) (0.03)
Size 0.00959 0.0127" 0.0230"" 0.0100 0.0125™ 0.0230""
(1.22) (2.62) (3.75) (1.26) (2.59) (3.75)
debt 02117 0.0694™" 0.189"" 0.206™" 0.0697"" 0.189""
(3.77) (3.75) (4.52) (3.70) (3.81) (4.54)
MainB —0.00928 —0.00124 —0.00217 —0.00916 —0.000682 —0.00182
(-0.29) (-0.10) (0.11) (-0.28) (-0.05) (-0.09)
Soe 0.0230 —0.00674 —0.00822 0.0212 —0.00602 —0.00821
(1.53) (-1.11) (-0.62) (1.48) (-1.00) (-0.63)
_cons —0.382" -0.420"" -0.700"" —0.418" —0.416™" -0.700""
(-1.94) (-3.25) (-5.10) (-2.08) (-3.20) (-5.27)
R’ 0.405 0.321 0.537 0.401 0.322 0.537
F 8.126 5.991 10.73 8.371 6.042 10.73

W WS AN E: "p<0.1, "p<0.05, "p<0.0l1.
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Table 3. Regression results of the “ stage of restoration”

®3. “HRER” @ESER

CAR (0,17) CAR (0,19) CAR (0,21) CAR (0,17) CAR (0,19) CAR (0,21)
VG 0.0202"" 0.0199™" 0.0226™" 0.0270"" 0.0272"" 0.0319™
(5.80) (5.57) (5.25) (13.01) (9.48) (7.97)
MG -0.00902" —0.00974"" -0.0121""
(-2.39) (-2.83) (-5.25)
VG*MG -0.000697"" -0.000766" —0.000990"""
(-2.19) (-2.65) (-5.06)
Size 0.00832 0.00911 —0.0106 0.00861 0.00943 —0.0105
(0.85) (0.66) (-0.66) (0.84) (0.66) (-0.64)
debt 0.218"™" 0.202"" 02117 0.205™" 0.184™" 0.193™
(4.22) (3.85) (3.50) (3.90) (3.47) (2.93)
MainB 0.0326 0.0313 0.0538" 0.0370 0.0348 0.0589™
(1.25) (1.38) (2.28) (1.43) (1.55) (2.48)
Soe —0.0400" —0.0571" —0.0442" —0.0429” —0.0586" —0.0495"
(-2.00) (-2.59) (-2.54) (-2.10) (-2.60) (-2.69)
_cons -0.464" -0.437 -0.0402 -0.553""" -0.528" -0.146
(-2.68) (-1.70) (-0.15) (-2.93) (-1.93) (-0.50)
R? 0.576 0.557 0.740 0.567 0.549 0.734
F 60.64 59.40 219.2 56.05 62.54 190.1

W WS AN E: "p<0.1, "p<0.05, "p<0.0l1.
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Table 1. Index of voluntary governance
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