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An Empirical Study of Regional Bias in the Financial Media
YOU Jiaxing® CHEN Zhifeng" XIAO Zengyu' " and XUE Xiaolin® ¢
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Summary: The financial media plays an active role in capital markets. Media biases such as political bias gender bias
regional prejudice foreign bias and minority bias harm the objectivity and authenticity of news reports. This paper analyzes
whether the media cover news with a regional bias. Regional biases are unfair and negative social attitudes held by groups
and individuals living in other regions based on regional differences. The media may report news with bias due to regional
differences.

Although the regional bias of the media has already gained the attention of academics studies have been limited to
case studies or small-scale explorations and lacked detailed theoretical analyses and empirical tests. This paper investigates
the causes of media bias from the macro perspective of regional differences. The objective existence of regional differences
leads the media to unconsciously affix regional labels when reporting the news. Long-standing regional differences become
stereotypes and gradually take root as social norms. Under this social pressure the media inevitably report the news with
bias.

As an empirical test we manually collect 203 860 news reports about Chinese listed companies from eight mainstream
financial newspapers covering a period from 2004 to 2014. We read the reports and make judgments on their attitudes
whether positive neutral or negative. Regional differences are measured in terms of economic development levels system
construction processes and social trust levels. This allows us to explore in detail the relationship between regional
differences and media bias. Our results indicate that the media tend to give more positive coverage to listed companies in
regions with more advanced economies better constructed systems or higher levels of social trust. However the results
could also be interpreted to show that well-managed companies in developed regions deserve positive coverage while those in
backward areas deserve criticism. To address this ambiguity we introduce terms interacting company performance with
regional difference variables. This helps us to verify that there are striking differences in the coverage for listed companies
with similar performances in developed and backward regions. This paper measures company performance from two aspects:
economic performance and non-economic business performance. For economic performance we use accounting and market
performance as our measurement. For non-economic business performance we use corporate social responsibility as our
measurement. Our results indicate that the media report news with a double standard. For listed companies in developed
regions the media tend to overstate their performance while firms in backward regions struggle to receive recognition from
the media even when they perform well.

Our paper contributes to the literature in several ways. First the role of the media in corporate governance capital
markets and government action has become a focus of attention of scholars. However studies have been based on the
assumption that the media report without bias. This paper uses media bias as the breakthrough point to review the role of the
media. Second there is a lack of rigorous evidence on whether regional differences evolve into regional biases. This paper
extends the research by analyzing regional bias from the perspectives of the economy systems and trust. Third by adopting
a regional comparative perspective this paper regards regional differences as the key factor in media bias. Our results
indicate that even in the same country with similar economic systems and cultural backgrounds regional differences
profoundly affect media coverage deepening our understanding of consequences of regional differences. Lastly this paper
innovates in the use of analytical methods for empirical research and event studies which are rarely seen in mass
communication studies.
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