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Abstract

Advertisement is an important means for firms to deliver information and attract
customers. As the major carrier of advertisement, media serves as a social channel and
public instrument. They should report the real world without bias. However, in reality,
the 21st century scandal was exposed in September 2014: its subsidiary media
companies colluded with public relations companies, incited journalists to mine and
edit negative information on listed firms, then threatened more than 200 firms to sign
cooperation agreements. Behind this case, on the one hand, with the advance of
marketization reform of newspaper system, the government no longer give media
sufficient financial support, but push them to be responsible for own profits and losses
in the market. As a result, advertising revenue has gradually become the way of survival
for media. On the other hand, newspaper reform aggravated the competition in media
industry. Fighting for advertisers leads media to please listed companies. Under the
influence of market-oriented commercial profits, media was coerced in various realistic
interests, so the traditional news value, and media’s impartiality and objectivity were
weakened.

This paper uses knowledge of finance, journalism and communication science to
discuss the following two questions: (1) under the coercion of economic interests,
whether the media will give up independent and impartial position, resulted to so-called
media bias? (2)If the business relationship between media and firms does lead to media
bias, what kind of response would be caused in the capital market? In order to answer
these questions, this paper selects 2006-2012 A-share listed firms and 8 domestic main
financial newspapers as research samples. We manually collected a total of 171674
news reports, screened 207 positive words and 404 negative words, in order to
determine the tone of the media reports. At the same time, we collected a total of 15172
ads published by the listed firms on the 8 newspapers, in order to quantify the business
relationship between media and firms. A series of empirical results show that: (1) there
is obvious media bias in news reports of these financial newspaper, that is, media will

give more positive coverage for advertisers; (2) take media reputation into account,



corporate information transparency will weaken media bias related to business
cooperation; (3) after distinguishing firm ownership, newspaper objectivity is more
vulnerable to coercion of state-owned enterprises; (4) Finally, this paper also found
that the capital market can make a certain degree of recognition and adjustment for
media bias. That is, the capital market will react less to optimistic reports but react
worse to pessimistic reports issued by dependent media.

The main innovation and contribution of this paper is that, (1) many previous
research treat media as independent and impartial instrument. However, this paper finds
that facing commercial interests, media may give up their independent position and lead
to media bias. In addition, we also found investors can identify this problem, that
illustrates the power of the media will be weakened by media bias. (2) In the matter of
the company governance role of media, we enlighten readers to pay attention to media
bias caused by the adverse effects, and reconsider the role of financial media coerced
by interests. (3) This paper implements empirical research, and our collection of media

reports and ads data guarantees data objectivity and uniqueness.

Key words: business relationship; media bias; market reaction
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