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This study examines whether corporate culture promotion affects firm perfor-
mance in China in terms of firm market value, firm financial performance and
innovation output. We find consistent evidence that corporate culture promo-
tion is negatively related to firm market value, positively related to innovation
output and not significantly related to firm financial performance. In addition,
the negative effect of corporate culture promotion on firm market value is dri-
ven by small firms and firms located in less developed provinces. Furthermore,
we find that some specific corporate culture promotions, such as innovation
culture promotion and integrity culture promotion, are not related to firm
value or financial performance. However, innovation culture promotion is pos-
itively associated with innovation output.
� 2018 Sun Yat-sen University. Production and hosting by Elsevier B.V. This
is an open access article under the CC BY-NC-ND license (http://creativecom-

mons.org/licenses/by-nc-nd/4.0/).
1. Introduction

Corporate culture is ‘‘a set of norms and values that are widely shared and strongly held throughout the
organization” (O’Reilly and Chatman, 1996; Guiso et al., 2015). In a controversial New York Times op-ed,
former Goldman Sachs vice president Greg Smith attributes Goldman Sachs’s previous success to its good
culture promoting teamwork, integrity and humility, and in his book he blames its transformation from a
partnership into a publicly traded company for the disappearance of this culture (Guiso et al., 2015). In a
recent survey of 1461 North American CEOs and CFOs, Graham et al. (2017) find that 91% of executives view
culture as very important at their firms, and that 78% consider culture as one of the top 3 or 5 factors that

http://crossmark.crossref.org/dialog/?doi=10.1016/j.cjar.2018.01.003&domain=pdf
http://creativecommons.org/licenses/by-nc-nd/4.0/
http://creativecommons.org/licenses/by-nc-nd/4.0/
https://doi.org/10.1016/j.cjar.2018.01.003
http://creativecommons.org/licenses/by-nc-nd/4.0/
mailto:seaforest99@163.com
mailto:tengh@rpi.edu
mailto:wuq2@rpi.edu
https://doi.org/10.1016/j.cjar.2018.01.003
http://www.sciencedirect.com/science/journal/17553091
http://www.elsevier.com/locate/cjar


2 H. Zhao et al. / China Journal of Accounting Research 11 (2018) 1–19
affect their firms’ value. The authors also point out that empirical evidence on whether and how corporate
culture affects firm value and corporate decision making is underexplored.

In this paper, we study whether and to what extent corporate culture, as captured by the intensity of
corporate culture promotion through the Internet, affects the firm performance of China’s privately listed
companies in terms of market performance, financial performance and innovation performance.1 In China,
state-owned companies are controlled by the government, and their cultures are shaped by the political
climate. In contrast, privately listed companies are publicly owned and can nurture their own cultures as they
wish according to their own characteristics and purposes. Thus, we focus on China’s privately listed compa-
nies to study the impact of corporate culture on firm performance.

Aside from anecdotal evidence, prior studies find some empirical evidence that corporate culture affects cor-
porate decision making and firm performance. For example, Ahern et al. (2015) find that the volume of cross-
border mergers and the combined announcement returns are lower when countries are more culturally distant
in terms of trust and individualism. Corporate culture can also affect corporate reporting behavior. For exam-
ple, Braguinsky and Mityakov (2015) argue that firms from developed countries have a culture of trans-
parency, and that foreign-owned companies in Moscow are less likely to misreport their employees’
earnings due to this transparency. Overall, both anecdotal and empirical evidence shows the important role
that corporate culture plays in corporate behavior and firm performance.

However, culture can take different forms. Firms usually choose to promote corporate culture according to
their firm characteristics. For example, high-tech companies, such as Apple, promote a culture of innovation,
while customer-oriented companies, such as Walmart, promote a culture of integrity. Although Apple and
Walmart promote two different cultures, they each promote a culture tailored to their own purposes. It is dif-
ficult to say that innovation culture is superior to integrity culture, or vice versa. This is similar to cultures
across different countries. Deshpandé and Farley (2004) find that although cultural components differ across
countries, the differences of mean and slope for the effect of organizational culture on firm performance across
countries are not significant. For example, Japan and the United States may have different types of organiza-
tional culture, but neither leads to better performance than the other.

In addition, it has been understood that the relationship between corporate culture and firm performance
may be more than a simply direct association, and may be contingent on corporate strategies and environment
changes (Sørensen, 2002; O’Reilly et al., 2014). For example, integrity may be identified as a firm’s culture, but
whether this integrity culture is associated with firm value depends on corporate strategies and specific circum-
stances (O’Reilly et al., 2014). For example, integrity culture may be important in terms of stock market val-
uation if the firm’s competitors are known to be fraudulent (e.g., Greve et al., 2010). Thus, we argue that the
strength of overall corporate culture is more important than what kinds of culture firms promote. However,
one challenge for empirical studies is how to quantify the strength of corporate culture. It is reasonable to
expect that if a firm more publicly promotes and emphasizes its corporate culture, the strength of its corporate
culture will be higher. Therefore, in this paper, we try to answer the question of whether corporate culture
matters by examining the relation between the corporate culture promotion level and firm performance.2

To capture the level of corporate culture promotion, we hand-collect data from Chinese companies’ web-
sites in 2014 and conduct a factor analysis. Words are worth nothing if they are not matched by actions; at the
same time, good actions without marketing may be underestimated by the market. Thus, in this paper, we
measure corporate culture promotion by both words and actions, considering CEO speeches, culture web-
1 Two types of companies exist in China’s stock trading market: privately listed companies and state-owned firms. Although state-owned
firms can be traded in stock exchanges, they are subject to many trading constraints. Usually, only a small portion of shares of state-owned
companies can be freely traded. In contrast, privately listed companies in China are closer to what are considered publicly traded firms in
the United States. In contrast, most if not all shares of privately listed companies can be freely traded in China’s stock exchanges.
Therefore, privately listed companies are public-owned firms, as opposed to state-owned firms.
2 To verify that the promotion of certain types of culture does not affect firms’ performance in terms of Tobin’s Q or return on assets

(ROA), we test the effect of hand-collected specific cultural information, integrity and innovation culture indicated in firms’ slogans on
firm performance. We find the same results as Guiso et al. (2015): neither integrity culture promotion nor innovation culture promotion
significantly affects firm performance. We discuss this in detail later in the paper.
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pages, employee activities, social responsibility, honors earned, employee training programs, company news
and media exposure.3

Using factor analysis to measure corporate culture promotion, we find that strong corporate culture pro-
motion has a negative impact on firm value as captured by Tobin’s Q, a positive impact on innovation output
as captured by the number of patents and no significant impact on financial performance as captured by ROA.
The negative impact of corporate culture promotion on firm value indicates that the capital market does not
appreciate corporate culture promotion and regards it as an avoidable expense that firms could allocate to
other investments that benefit shareholders. The positive relation between corporate culture promotion and
innovation output seems consistent with the prior argument that corporate culture facilitates coordination
and cooperation among employees and consequently improves innovation.

In further cross-sectional tests, we find that the negative impact of corporate culture promotion on firm
value is driven by small firms and firms located in less developed provinces in China. The results indicate that
the relation between corporate culture promotion and firm value is not homogeneous. Specifically, sharehold-
ers view corporate culture promotion negatively only for small firms and firms in less developed areas.

We conduct a series of sensitivity tests and find similar results. First, we test the effect of corporate culture
promotion on firm performance using the culture page indicator alone instead of the common factor extracted
from the eight culture promotion dimensions mentioned above. The culture page is directly related to the pro-
motion of corporate culture because it is a webpage dedicated only to nurturing corporate culture. We find
consistent results using this culture page indicator. Specifically, we continue to find that corporate culture pro-
motion is negatively associated with firm value, positively associated with innovation output and insignifi-
cantly associated with financial performance. Second, we use the number of words on the culture page to
proxy for the intensity of corporate culture promotion. More words on a firm’s culture page indicate that
the firm puts greater efforts into its culture promotion. We continue to find consistent results with this alter-
native measure of corporate culture promotion. Third, we aggregate the hand-collected culture indicators and
regress firm performance on the natural logarithm of aggregated culture indicators, and find consistent results.

Our paper contributes to the corporate culture literature. To our knowledge, we are the only study besides
Guiso et al. (2015) to use the advertised value on firms’ websites to quantify corporate culture promotion. Cor-
porate culture is an abstract concept and is difficult to measure. Firms’ websites provide a possible way to
transfer this abstract concept to a quantitative measurement. However, our paper differs from Guiso et al.
(2015) in that we do not study one specific culture promotion, such as integrity culture. Instead, we study
the overall level of corporate culture promotion, regardless of the specific culture promotion, because we
believe corporate culture promotion is tailored to a firm’s own purposes. Thus, we also contribute to the cor-
porate culture literature by highlighting that in terms of firm performance, including firm value, financial per-
formance and innovation output, a specific corporate culture does not matter as much as the commitment a
firm makes to nurturing whatever corporate culture it chooses, assuming the firm promotes a corporate cul-
ture tailored to its needs.

The rest of the paper is organized as follows. Section 2 reviews the related literature. Section 3 describes the
data and methodology. Empirical analyses are conducted in Section 4. Section 5 provides a discussion and
concludes the paper.
2. Related literature and predictions

2.1. Definition of corporate culture

There is no universal definition of corporate culture. Smircich (1983) categorizes five groups of organiza-
tional cultures in her review. This paper does not attempt to resolve the subtle differences between those def-
initions, but instead attempts to further understand the relationship between corporate culture and firm
performance. Thus, we use the same definition of culture as in Guiso et al. (2015): we define culture as ‘‘a
set of norms and values that are widely shared and strongly held throughout the organization” (O’Reilly
3 The measurement of corporate culture promotion is described in detail in the research design section.
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and Chatman, 1996; Guiso et al., 2015). This definition indicates that culture is not only verbally shared but
also practically held with actions in a firm.

Similarly, Reichers and Schneider (1990) indicate that ‘‘culture implies there is a system of shared norms
and values and a set of common practices in an organization.” House et al. (2004) define culture ‘‘as referring
to both norms and practices.” Thus, when we measure culture, we use both marketed culture and practical
actions to proxy for corporate culture. Schein (1991) emphasizes that organizational cultures ‘‘provide group
members with a way of giving meaning to their daily lives, setting guidelines and rules for how to behave, and,
most importantly, reducing and containing the anxiety of dealing with an unpredictable and uncertain envi-
ronment”. This is consistent with the definition of corporate culture in this paper, which is behavioral consis-
tency throughout the company, regardless of the behavioral guidance.

2.2. Corporate culture and firm performance

Corporate culture can benefit performance through three channels: ‘‘enhanced coordination and control
within the firm, improved goal alignment between the firm and its members, and increased employee effort”
(Sørensen, 2002).

First, corporate culture improves efficiency in an organization by enhancing coordination and control
within the firm. Corporate culture helps employees to interact and engage with each other (Jacobs et al.,
2013) and thus improves the efficiency of information sharing (Crèmer, 1993). For example, error management
culture facilitates communication about errors and coordination of error handling and thus improves firm per-
formance (Van Dyck et al., 2005). Without a control system, little would be done in the organization
(O’Reilly, 1989). The incentive compensation contract is a traditional control system; however, not everything
can be written in this contract ex ante. When a traditional control system fails to regulate employees, corpo-
rate culture plays a complementary role in directing employees (Guiso et al., 2015).

Second, corporate culture matters because it motivates employees to commit to common goals (e.g., Peters
and Waterman, 1982; Deal and Kennedy, 1982; Kotter and Heskett, 1992; Sørensen, 2002) by complementing
traditional incentive systems (Guiso et al., 2015). Corporate culture is closely related to corporate strategy.
For example, a corporate strategy to compete on innovation as opposed to price implies a different corporate
culture because it attracts different types of employees and establishes different norms to fulfill this goal
(O’Reilly, 1989).

Third, corporate culture can develop employees’ commitment to firms by enhancing their bond with the
firm (O’Reilly, 1989). For example, corporate culture may influence employees’ priorities and encourage them
to protect consumers rather than only to seek efficiency (Jacobs et al., 2013).

Barney (1986) illustrates that corporate culture leads to a sustained competitive advantage and thus a sus-
tained financial performance. He focuses on three aspects of corporate culture: valuable, rare and imperfectly
imitable. This differs from our definition of corporate culture, as we focus on whether firms have a strong cul-
ture promotion regardless of whether their promoted cultures are valuable, rare or imperfectly imitable. In
most cases, the promoted cultures we study here do not have any of these characteristics. In extreme cases,
it is not necessarily a ‘‘good” culture that is promoted. For example, corruption can be a promoted corporate
culture if it is ‘‘widely shared and strongly held throughout the organization” (O’Reilly and Chatman, 1996;
Guiso et al., 2015). Sørensen (2002) uses the definition of organizational culture from O’Reilly and Chatman
(1996) and investigates the relationship between strong corporate culture and variability of firm performance.
He finds that performance variability increases in firms with a strong corporate culture as industry volatility
increases. He attributes this result to a strong organizational culture codifying its beliefs and goals and thus
forming its own routines, which facilitate internal organizational processes. However, when the environment
changes, alternative routines are needed to overcome challenges; therefore, having strong routines becomes a
disadvantage rather than an advantage.

Kotter and Heskett (1992) find that firms with strong corporate culture economically outperform those
without a strong corporate culture by a large margin. It should be noted that firms with a strong corporate
culture emphasize all key stakeholders, including shareholders, employees and customers, while our proxy
for corporate culture focuses more on non-shareholder stakeholders, including employees and the community.
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However, not all prior studies find a positive association between corporate culture and firm performance.
‘‘For example, Denison (1984) found associations between what he categorized as culture and firm ROI, but
Gordon (1985) found no associations with either profitability or growth” (O’Reilly et al., 2014).

Corporate culture may motivate employees, but it may not be appreciated by other stakeholders, such as
shareholders. For example, Bird et al. (2007) find that the market does not always appreciate firms’ corporate
social responsibility (CSR) activities. In particular, they find that the market does not appreciate firms’ envi-
ronmental investments, and it seems the market is not particularly concerned when firms’ activities are in con-
flict with the community. On the contrary, the market punishes firms with good CSR activities regarding the
environment.

Izzo and di Donato (2012) find that corporate social performance relating to the environment, the commu-
nity and employment has a negative impact on stock prices in Italy. They conclude that Italian shareholders
consider this corporate social performance as an avoidable expense that reduces firm value and therefore dis-
count the stock prices of these firms.

Not all corporate cultures are positive forces (O’Reilly, 1989). As we focus on the efforts of corporate cul-
ture promotion rather than any specific culture, we do not distinguish good culture, such as integrity, from
bad culture, such as corruption. In addition, firms may promote corporate cultures that no longer fit their
long-term goals. Many companies, such as Sears, Bank of America and General Motors, have experienced
difficulties resulting from their corporate cultures (O’Reilly, 1989). Samsung recently decided to change its
rigid corporate culture by focusing on converged products and profits rather than on growing its business
any further because it had experienced low profit levels for several years (The Korea Times, 2015).4 In addi-
tion, difficulties in mergers and acquisitions are sometimes caused by corporate culture conflict; the failure to
merge two cultures can result in a loss of talent and an inability to benefit from synergy (O’Reilly, 1989). When
a bad culture is strong, corporate culture can be an obstacle to changing the environment, leading to poor firm
performance (Sørensen, 2002).

Collectively, a promoted corporate culture motivates employees to work toward corporate goals and thus
increases firm value and financial performance. However, shareholders may not value corporate culture pro-
motion, regarding it as an avoidable expense, which can lead to decreased firm value. Furthermore, a bad cul-
ture can be an obstacle to reaping benefits for firms. Therefore, we do not hypothesize the relation between
corporate culture and firm performance; rather, we leave it as an open question and empirically test it.
2.3. Corporate culture and innovation output

Innovation is widely regarded as one of the key mechanisms by which corporations sustain and drive busi-
ness growth in today’s dynamic, globalized and changing technological landscape. For example, Hall et al.
(2005) show that innovation is one of the major driving forces of firm value creation. Corporate culture pro-
moting innovations increases creativity through the development of new products and finding new ways to do
things. Many corporate cultures (see O’Reilly, 1989) nurture norms among employees, and these norms facil-
itate the innovation process (O’Reilly, 1989). In addition, corporate culture facilitates coordination and coop-
eration among employees. As discussed earlier, corporate culture facilitates employees in interacting and
engaging with each other (Jacobs et al., 2013), and it therefore improves the efficiency of information sharing
(Crèmer, 1993) and, consequently, firms’ innovation output. Thus, we predict that corporate culture is posi-
tively related to a firm’s innovation output.
3. Data and methodology

3.1. Data

We hand-collect data of privately listed companies listed on the Shanghai Stock Exchange and Shenzhen
Stock Exchange in 2014 from the companies’ websites. There are 1483 companies as of December 31, 2013.
4 http://www.koreatimes.co.kr/www/news/tech/2015/10/133_187965.html4.

http://www.koreatimes.co.kr/www/news/tech/2015/10/133_187965.html
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After deleting companies with missing values in any of the control variables, we are left with 1044 firms, and
we start our website search with these. We categorize information on companies’ websites into seven groups,
as shown in Table 1: homepage, news, culture page, human resources, company structure, investors’ relations
and customer services.

The homepage usually includes a speech from the CEO and the company’s history, organizational structure
and honors earned. The news section usually includes company news, industry news and media exposure. The
culture page mostly tells about the company’s mission, vision, philosophy, core values, strategy, policy,
employee activities, internal magazine and social responsibility. In many cases, social responsibility means
charity activities. The human resources section includes the hiring philosophy, employee training programs,
recruitment information and campus internships. The content of the company structure section varies accord-
ing to the company’s unique characteristics. The investors’ relations section often includes stock price trends,
company announcements, periodical reports, company performance and shareholders’ rights. Many
consumer-oriented firms also have a customer services section. A firm’s website may not include every single
category presented here, but the content of any firm’s website can probably be grouped into one of these cat-
egories. In addition, we hand-collect a firm’s core value as advertised on its website and construct two dummy
variables, Integrity and Innovation. Integrity equals one if a firm’s core value includes the word ‘‘integrity” or
some other words with similar meanings and zero otherwise. Innovation equals one if a firm’s core value
includes the word ‘‘innovation” or other words with similar meanings and zero otherwise.

Other data sources include CSMAR, from which we obtain the firms’ financial information, and CNKI.
NET, from which we obtain the firms’ patent information.

3.2. Variables

The content on companies’ websites that we include in our corporate culture promotion proxy includes
CEO speech, culture page, employee activities, social responsibility, honors earned, employee training programs,
company news and media exposure. We construct a dummy variable, Speech, which equals one if there is a
CEO speech section on a firm’s website and zero otherwise. We choose CEO speech because firms choose their
corporate culture and CEOs are likely to promote corporate culture from the top (Graham et al., 2017). CEO
speech is a direct way for all stakeholders to understand a firm’s promoted culture that the CEO sets for the
company. The culture page is a direct way for a firm to show whether it emphasizes its corporate culture. We
construct a dummy variable, Culture Page, which is equal to one if a firm has its own culture page on the web-
site and zero otherwise.

Employee Training Programs not only improve employees’ knowledge about the firm’s operations but also
ingrain the promoted corporate culture into employees. Employees can be major embodiments of a firm’s pro-
moted corporate culture. In employee training, the company mission and code of conduct are explicitly and
implicitly communicated to employees so that they can follow them in performing their job tasks. Thus, we
believe that employee training is a major part of corporate culture promotion. Furthermore, once the CEO
sets the tone of the promoted corporate culture, it needs to be infused into employees so that they will embrace
the culture; this will eventually facilitate employees’ coordination and cooperation. Employee Training Pro-

grams are a channel for this; Employee Activities are another. Employee Activities is constructed to be equal
to the number of employee activities on a firm’s website.
Table 1
Companies’ website content categories.

Categories Examples

Home Page Speech from CEO, company history, organizational structure, honors earned
News Company news, industry news, media exposure
Culture Page Company’s mission, vision, philosophy, core values, strategy, policy, employee activities, internal magazine
Human Resources Hiring philosophy, employee training programs, recruitment, campus internship
Company Structure Varies with company’s unique characteristics
Investors’ Relations Stock price trend, company announcement, periodical reports, company performance, shareholders’ rights
Customer Services Customer services



Table 2
Descriptive Statistics. This table presents the descriptive statistics of our sample, 1030 firm observations for 2014. CEO Speech is a dummy
variable equal to one if a firm’s CEO or Chairman publishes a speech on the firm’s website and zero otherwise. Culture Page is a dummy
variable equal to one if a firm has a corporate culture webpage and zero otherwise. Employee Activities is the number of employee activities
shown on the website. Charity is the number of charity activities shown on the website. Honor Earned is the number of honors a firm
earned shown on the website. Employee Training Programs is the number of employee training programs shown on the website. Company

News is the number of company news stories shown on the website. Media Exposure is the number of media news stories that a firm is
mentioned in and linked to from its own website. Tobin’s Q is the market value of equity over total assets. ROA is net income scaled by
assets. Assets is a firm’s total assets. Sales is a firm’s net sales. Leverage is the ratio of debt to assets. High Tech is a dummy variable equal
to one if a firm is a high tech company and zero otherwise. We consider firms in the electronic industry, IT industry and biomedical
industry as high tech companies. Income Growth Rate is the difference between this year’s net income and last year’s net income scaled by
last year’s net income.

Variables N Mean Std. Dev. Median Minimum 25th Pctl. 75th Pctl. Maximum

CEO Speech 1030 0.27 0.44 0.00 0.00 0.00 1.00 1.00
Culture Page 1030 0.71 0.45 1.00 0.00 0.00 1.00 1.00
Employee Activities 1030 2.89 13.22 0.00 0.00 0.00 0.00 250.00
Charity 1030 2.12 11.57 0.00 0.00 0.00 0.00 300.00
Honor Earned 1030 15.90 22.62 10.00 0.00 0.00 20.00 200.00
Employee training programs 1030 0.23 0.57 0.00 0.00 0.00 0.00 2.00
Company news 1030 115.53 192.91 50.00 0.00 5.00 137.00 1821.00
Media exposure 1030 16.10 86.51 0.00 0.00 0.00 1.00 1500.00
Tobin’s Q 1030 2.00 1.09 1.63 0.96 1.35 2.22 7.29
ROA 1030 0.04 0.05 0.04 �0.12 0.02 0.07 0.18
Assets (in millions RMB) 1030 4457.25 8745.36 2198.01 51.49 1225.89 4090.49 94008.86
Sales (in millions RMB) 1030 2693.84 6085.65 1092.68 11.91 523.26 2470.38 108925.30
Leverage 1030 0.37 0.19 0.36 0.05 0.22 0.50 0.84
High Tech 1030 0.35 0.48 0.00 0.00 0.00 1.00 1.00
Income Growth Rate 1030 0.13 0.24 0.12 �0.49 �0.01 0.26 1.00
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Another way to reflect a firm’s promoted culture is to investigate whether it engages in charity activities.
Doing so indicates that the firm cares for the community. Thus, we use the number of charity activities on
the firm’s website to capture this. Most of these charity activities are donations to the community. The vari-
able constructed is Charity. Honors Earned is the number of honors a firm exhibits on its website. Examples of
honors include ‘‘Excellent Company” awards granted by the city, province or state government and ‘‘Home
for Workers” awards granted by the city, province or state labor unions. Honors Earned thus represents out-
side recognition of promoted corporate culture.

Company News is the number of news stories a firm reports on its website. This is the firm’s self-reported
news, which is reported to communicate with stakeholders. Thus, company news is a channel by which a com-
pany can broadcast its promoted culture to its stakeholders, including its employees. We conjecture that com-
panies with strong culture promotion efforts are more likely to post news.Media Exposure is news about a firm
reported by the media that the firm links to from its own website. This represents the media’s impressions of
the firm, which on the firm website will be positive, as a company can pick media news stories that praise its
promoted corporate culture or related activities. When we use factor analysis5 to extract factors with these
culture content indicators, we use their natural logarithms if they are not dummy variables.

Three aspects of firm performance are studied: firm market value, financial performance and innovation
output. Firm value is captured by Tobin’s Q, which is calculated with a firm’s market value over total assets
at the end of the 2014 fiscal year. Financial performance is captured by Return on Assets (ROA), which is
calculated as a firm’s net income over total assets. A firm’s innovation output is captured by Log(Patent),
the natural logarithm of the number of patents that a firm is granted in the fiscal year of 2014.

The control variables we use are Log(Assets), Log(Sales), Leverage, High Tech and Income Growth Rate.
Log(Assets) is the natural logarithm of a firm’s total assets in the 2014 fiscal year. Log(Sales) is the natural
logarithm of a firm’s net sales in the 2014 fiscal year. Leverage is the ratio of debt to total assets.High Tech is a
5 In untabulated results, we check the robustness of the factor analysis by excluding three factors, Employee Training Programs,

Company News and Media Exposure, from the common factor extraction. We find results consistent with our baseline results.



Table 3
Factor analysis: corporate culture promotion and firm performance. This table
presents the results of the factor analysis, where the dependent variables are proxies
for firm performance, including Tobin’s Q, ROA and Log(Patent). Factor is the
common factor extracted from eight indicators including CEO Speech, Culture Page,
Employee Activities, Social Responsibility, Honors Earned, Employee Training

Programs, Company News and Media Exposure using factor analysis. Detailed
definitions of the control variables are included in Appendix A. Numbers in
parentheses are t-statistics computed using robust standard errors. Industry
dummies are included, but the coefficients are omitted for brevity.

(1) (2) (3)
Dependent variable Tobin’s Q ROA Log(Patent)

Factor �0.093** 0.002 0.222***

(�2.37) (1.13) (2.94)

Log(Assets) �0.251*** �0.002 �0.241*

(�3.44) (�0.56) (�1.79)

Log(Sales) �0.107* 0.019*** 0.435***

(�1.90) (8.74) (4.08)

Leverage �0.476* �0.122*** �0.844**

(�1.80) (�12.09) (�2.41)

High Tech 0.389*** 0.005* 0.595***

(5.29) (1.82) (5.21)

Income Growth Rate 0.289** 0.017*** �0.334
(1.99) (2.80) (�1.45)

Constant 9.666*** �0.279*** �0.518
(7.36) (�6.38) (�0.30)

Industry FE YES YES YES
Observations 1030 1030 1030
R-squared 0.239 0.307 0.220
Adj. R-squared 0.197 0.269 0.177

*** Significance at the 1% level.
** Significance at the 5% level.
* Significance at the 10% level.

8 H. Zhao et al. / China Journal of Accounting Research 11 (2018) 1–19
dummy variable equal to one if a firm is in a high-tech industry and zero otherwise. Income Growth Rate is the
difference between net income in 2014 and net income in 2013 scaled by net income in 2013. Summary statistics
for all variables are given in Table 2.
4. Multivariate model and results

4.1. Main results

We investigate the impact of corporate culture promotion on firm performance using factor analysis, and
our results are shown in Table 3. Our baseline regression model is as follows:
Firm Performancei ¼ a0 þ a1CorpCulturei þ
X

anControln þ aindustry ð1Þ
where
Firm Performancei = Tobin’s Q, ROA or Log(Patent);
CorpCulturei = Corporate culture promotion captured with various methods;
aindustry = industry fixed-effects;
Control = Log(Assets)i, Log(Sales)i, Leveragei, High Techi, Income Growth Ratei (see Appendix A for
detailed information).
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We first examine the association between corporate culture promotion and Tobin’s Q with factor analysis
(Table 3, column 1). We find that the coefficient on corporate culture promotion, Factor, is �0.093, which is
statistically significant at the 5% level. Our finding is consistent with that of Bird et al. (2007), who document a
significantly negative correlation between two-year excess returns and CSR strength on environmental issues
in the United States. Hence, our result indicates that corporate culture promotion has a negative relationship
with firm market value. Column 2 shows the results for the association between corporate culture promotion,
Factor and financial performance captured by ROA. The coefficient is 0.002, which is not significant, indicat-
ing that corporate culture promotion has no significant impact on a firm’s profitability performance. This is
consistent with Gordon (1985), who finds no association between corporate culture promotion and
profitability.

We examine the association between corporate culture promotion, Factor and a firm’s innovation output
captured by the natural logarithm of the number of patents that a firm is granted in the year (column 3). The
coefficient on corporate culture is 0.222, which is significant at the 1% level, indicating that corporate culture
promotion is positively associated with innovation output. The result in column 3 does not contradict our
finding in column 1 because Tobin’s Q captures firm market performance from investors’ perspective, while
patents capture the outcome of coordination and cooperation between employees within the firm.

4.2. Alternative measures for corporate culture promotion

We have documented a negative relationship between corporate culture promotion and firm value, a pos-
itive relation between corporate culture promotion and a firm’s innovation output and an insignificant relation
between corporate culture promotion and a firm’s profitability. To ensure our results are not sensitive to the
culture measure we use to conduct baseline tests, we conduct additional tests with alternative measures for
corporate culture promotion.

First, we use the culture page indicator as an alternative proxy for corporate culture promotion. In the
baseline model, we extract a common factor from eight aspects of a company’s website, including the culture
page indicator. We believe that all eight aspects capture corporate culture promotion to some degree, and the
culture page is the most direct indicator because it is a webpage that a firm dedicates exclusively to corporate
culture. We define Culture Page as equal to one if a firm has a separate webpage dedicated to its corporate
culture and zero otherwise. Table 4 presents the results. We find that strong corporate culture promotion
as measured by the culture page indicator continues to negatively affect firm value, positively affect a firm’s
innovation output and insignificantly affect a firm’s profitability. Collectively, we find consistent results using
the culture page indicator as our alternative measure of corporate culture promotion.

Second, we count the number of words on the culture webpage. A large number of words on the culture
page indicates that firms put a great deal of effort into promoting their corporate culture. Thus, the number
of words is also a direct way to measure a firm’s culture promotion effort. We use both the continuous value of
the number of words and the dummy value to repeat the baseline test. Specifically, we define Ln(1 + Words) as
the natural logarithm of one plus the number of words shown on a firm’s culture webpage. The number of
words is equal to zero if a firm does not have a culture webpage. Culture Words Dummy is an indicator equal
to one if the number of words on a firm’s culture page is above its industry median and zero otherwise. Table 5
shows the results. Columns 1 and 2 report the results for firm value. The coefficients on both Ln(1 + Words)
and Culture Words Dummy are negative and significant at the 5% level. Columns 3 and 4 report the results for
ROA. We continue to find an insignificant relation between corporate culture promotion and firm profitabil-
ity. Columns 5 and 6 report the results for innovation output. The coefficients on both Ln(1 + Words) and
Culture Words Dummy are positive and significant. Collectively, the results remain consistent when we use
the culture page length to proxy for corporate culture promotion.

Finally, we use simple counts of the number of culture promotion indicators instead of the factor analysis
to investigate the relationship between corporate culture promotion and firm performance. The dependent
variables are the same as in our baseline model, including Tobin’s Q, ROA and Log(Patent). The independent
variable is the natural logarithm of the number of culture promotion indicators that a firm has, Log(Culture).
The results are shown in Table 6.



Table 4
Culture page and firm performance. This table presents the results from the OLS
regressions, where the dependent variables are proxies for firm performance,
including Tobin’s Q, ROA and Log(Patent). Culture Page is a dummy variable equal
to one if a firm’s website contains a page dedicated for culture and zero otherwise.
The detailed definitions of control variables are included in Appendix A. Numbers in
parentheses are t-statistics computed using robust standard errors. Industry
dummies are included, but the coefficients are omitted for brevity.

(1) (2) (3)
Dependent variable Tobin’s Q ROA Log(Patent)

Culture Page �0.149** �0.002 0.290**

(�2.04) (�0.57) (2.37)

Log(Assets) �0.265*** �0.001 �0.207
(�3.64) (�0.43) (�1.55)

Log(Sales) �0.108* 0.019*** 0.439***

(�1.92) (8.81) (4.12)

Leverage �0.461* �0.121*** �0.876**

(�1.73) (�12.13) (�2.48)

High Tech 0.373*** 0.006** 0.635***

(5.15) (2.02) (5.62)

Income Growth Rate 0.299** 0.016*** �0.358
(2.06) (2.76) (�1.54)

Constant 10.084*** �0.290*** �1.547
(7.65) (�6.69) (�0.92)

Industry FE YES YES YES
Observations 1030 1030 1030
R-squared 0.239 0.306 0.217
Adj. R-squared 0.197 0.268 0.174

*** Significance at the 1% level.
** Significance at the 5% level.
* Significance at the 10% level.
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In column 1, the coefficient on Log(Culture) is �0.094, and it is significant at the 10% level. This is con-
sistent with our baseline result. Column 2 shows that there is no significant relation between Log(Culture)

and ROA. This is consistent with our factor analysis. Column 3 shows a positive relation between Log(Cul-

ture) and Log(Patent). The coefficient on Log(Culture) is 0.293, and it is significant at the 1% level. Collec-
tively, the results from the alternative measures of corporate culture promotion are consistent with our
baseline results.
4.3. Cross-sectional tests

We further test whether there are cross-sectional differences in terms of the effect of corporate culture pro-
motion. First, we test whether there is a size effect. We conjecture that promoted corporate culture facilitates
collaboration and cooperation between employees. Thus, large firms may benefit more from strong corporate
culture promotion efforts than small firms. In other words, we predict that the negative effect of corporate cul-
ture promotion may be driven by small firms. Small firms achieve efficient collaboration and cooperation more
easily, but they do not enjoy the marginal benefit of corporate culture promotion through improved collab-
oration and cooperation. Given the relatively fewer economic resources of small firms, spending too much
on corporate culture promotion could be viewed as wasting resources by shareholders, who may prefer small
firms to spend their resources on investments with positive net present values (NPVs) to increase firm value.

Table 7 presents the results. We categorize firms as large (Large) if their size is above the median of the
sample. In column (1), we find that the negative effect of strong corporate culture promotion is driven by small



Table 5
Culture page length and firm performance. This table presents the results from the OLS regressions, where the dependent variables are
proxies for firm performance, including Tobin’s Q, ROA and Log(Patent). Ln(1 + Words) is the natural logarithm of one plus the number
of words in a corporate culture page. Culture Words Dummy equals one if the number of words in a firm’s culture webpage is above the
industry median and zero otherwise. The detailed definitions of the control variables are included in Appendix A. Numbers in parentheses
are t-statistics computed using robust standard errors. Industry dummies are included, but the coefficients are omitted for brevity.

(1) (2) (3) (4) (5) (6)
Dependent variable Tobin’s Q Tobin’s Q ROA ROA Log(Patent) Log(Patent)

Ln(1 + Words) �0.026** �0.000 0.048**

(�2.23) (�0.60) (2.32)

Culture Words Dummy �0.120** �0.003 0.205*

(�2.00) (�1.17) (1.89)

Log(Assets) �0.263*** �0.262*** �0.001 �0.001 �0.209 �0.210
(�3.62) (�3.60) (�0.43) (�0.40) (�1.57) (�1.57)

Log(Sales) �0.107* �0.108* 0.019*** 0.019*** 0.437*** 0.441***

(�1.90) (�1.93) (8.81) (8.87) (4.10) (4.14)

Leverage �0.465* �0.479* �0.121*** �0.122*** �0.867** �0.841**

(�1.75) (�1.81) (�12.14) (�12.18) (�2.45) (�2.38)

High Tech 0.374*** 0.372*** 0.006** 0.006** 0.633*** 0.638***

(5.16) (5.12) (2.02) (2.03) (5.60) (5.64)

Income Growth Rate 0.297** 0.291** 0.016*** 0.016*** �0.355 �0.346
(2.05) (2.00) (2.76) (2.73) (�1.53) (�1.49)

Constant 10.025*** 10.003*** �0.290*** �0.293*** �1.445 �1.426
(7.63) (7.55) (�6.70) (�6.74) (�0.85) (�0.83)

Industry FE YES YES YES YES YES YES
Observations 1030 1030 1030 1030 1030 1030
R-squared 0.239 0.238 0.306 0.307 0.217 0.216
Adj. R-squared 0.197 0.196 0.268 0.268 0.174 0.172

*** Significance at the 1% level.
** Significance at the 5% level.
* Significance at the 10% level.
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firms. Specifically, we find a negative coefficient on Factor, and it is significant at the 1% level. The coefficient
on the interaction term between Factor and Large is positive and significant at the 5% level. The sum of the
coefficient on Factor and the coefficient on the interaction term between Factor and Large is not significantly
different from zero. The results indicate that corporate culture promotion negatively affects a small company’s
firm value but does not significantly affect a large company’s firm value.

Column 2 shows that corporate culture promotion has no size effect on firm profitability. Column 3 reports
a positive coefficient on Factor when innovation output is the dependent variable, and it is significant at the 1%
level. However, the coefficient on the interaction term between Factor and Large is not significant. This indi-
cates that strong corporate culture promotion positively affects a firm’s innovation output regardless of a
firm’s size.

We also conjecture that there may be a cross-sectional difference in the effect of corporate culture promo-
tion depending on where the firms are located. Firms located in less developed areas may have less access to
capital to fund their projects. Thus, instead of using existing funding to promote corporate culture, sharehold-
ers may think that it is more important for firms to invest in more tangible projects with positive NPVs. There-
fore, we predict that the negative impact of corporate culture promotion is driven by firms located in less
developed areas.

We use a province-level market development index to separate firms in more developed areas from those in
less developed areas. High_Dev is equal to one if a firm is located in a province with a market development
level in the top tercile and zero otherwise. Table 8 presents the results. As shown in column 1, we find a neg-
ative coefficient on Factor, and it is significant at the 1% level. The coefficient on the interaction term between



Table 6
Sensitivity test: corporate culture promotion and firm performance. This table
presents the results from the OLS regressions, where the dependent variables are
proxies for firm performance, including Tobin’s Q, ROA and Log(Patent). Log
(Culture) is natural logarithm of the number of culture indicators that a firm has.
Culture indicators include (1) whether there is an executive’s speech on a firm’s
website, (2) whether there is a culture webpage, (3) whether the number of a firm’s
employee activities is in the top quintile, (4) whether the number of a firm’s charity
activities is in the top quintile, (5) whether the number of a firm’s honor certificates is
in the top quintile, (6) whether the number of a firm’s training programs is in the top
quintile, (7) whether the number of a firm’s company news stories on the website is in
the top quintile and (8) whether the number of a firm’s media news stories on the
website is in the top quintile. The detailed definitions of control variables are
included in Appendix A. Numbers in parentheses are t-statistics computed using
robust standard errors. Industry dummies are included, but the coefficients are
omitted for brevity.

(1) (2) (3)
Dependent variable Tobin’s Q ROA Log(Patent)

Log(Culture) �0.094* 0.002 0.293***

(�1.66) (0.82) (2.94)

Log(Assets) �0.260*** �0.001 �0.223*

(�3.56) (�0.49) (�1.67)

Log(Sales) �0.108* 0.019*** 0.431***

(�1.91) (8.72) (4.05)

Leverage �0.465* �0.122*** �0.876**

(�1.74) (�12.11) (�2.49)

High Tech 0.381*** 0.005* 0.605***

(5.19) (1.89) (5.31)

Income Growth Rate 0.294** 0.017*** �0.341
(2.02) (2.78) (�1.48)

Constant 9.961*** �0.285*** �1.088
(7.52) (�6.56) (�0.64)

Industry FE YES YES YES
Observations 1030 1030 1030
R-squared 0.238 0.306 0.220
Adj. R-squared 0.195 0.268 0.176

*** Significance at the 1% level.
** Significance at the 5% level.
* Significance at the 10% level.
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Factor and High_Dev is positive and significant at the 1% level. In an untabulated result, we find that the sum
of the coefficient on Factor and the coefficient on the interaction term between Factor and High_Dev is not
statistically significantly different from zero. Thus, the results indicate that the negative effect of corporate cul-
ture promotion on firm value is driven by firms located in less developed provinces of China.

Column 2 shows that there is no cross-sectionally different effect of corporate culture promotion on firm
profitability. Column 3 reports a positive coefficient on Factor when innovation output is the dependent vari-
able, and it is significant at the 5% level. However, the coefficient on the interaction term between Factor and
High_Dev is not statistically significant. This indicates that corporate culture promotion positively affects a
firm’s innovation output regardless of the firm’s location.
4.4. Additional tests

To make our result comparable with those of Guiso et al. (2015), we create the dummy variables Integrity
and Innovation to capture the specific perspectives of corporate culture promotion. The Integrity dummy is



Table 7
Cross-sectional test: size effect. This table presents the results from OLS regressions
with factor analysis, where the dependent variables are proxies for firm performance,
including Tobin’s Q, ROA and Log(Patent). Factor is the common factor extracted
from eight indicators including CEO Speech, Culture Page, Employee Activities,
Social Responsibility, Honors Earned, Employee Training Programs, Company News

andMedia Exposure using factor analysis. Large is a dummy variable equal to one if
a firm’s size is above the median of the sample and zero otherwise. The detailed
definitions of the control variables are included in Appendix A. Numbers in
parentheses are t-statistics computed using robust standard errors. Industry
dummies are included, but the coefficients are omitted for brevity.

(1) (2) (3)
Dependent variable Tobin’s Q ROA Log(Patent)

Factor �0.187*** 0.005 0.285***

(�2.77) (1.64) (2.85)

Large 0.076 0.008* 0.083
(0.76) (1.87) (0.47)

Factor * Large 0.171** �0.005 �0.112
(2.10) (�1.44) (�0.77)

Log(Assets) �0.281*** �0.004 �0.269*

(�3.37) (�1.32) (�1.73)

Log(Sales) �0.104* 0.019*** 0.429***

(�1.85) (8.54) (4.04)

Leverage �0.492* �0.122*** �0.847**

(�1.89) (�12.20) (�2.40)

High Tech 0.392*** 0.005 0.588***

(5.28) (1.63) (5.11)

Income Growth Rate 0.293** 0.016*** �0.341
(2.02) (2.74) (�1.48)

Constant 10.208*** �0.216*** 0.180
(6.18) (�4.13) (0.08)

Industry FE YES YES YES
Observations 1030 1030 1030
R-squared 0.243 0.311 0.221
Adj. R-squared 0.200 0.272 0.176

*** Significance at the 1% level.
** Significance at the 5% level.
* Significance at the 10% level.
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equal to one if the core value of integrity is advertised on a firm’s website and zero otherwise. Similarly, the
Innovation dummy is equal to one if the core value of innovation is advertised on a firm’s website and zero
otherwise. Table 9 reports the results.

As shown in columns 1 and 2, consistent with Guiso et al. (2015), we find that neither Integrity nor Inno-
vation is significantly associated with firm value, as captured by Tobin’s Q, or with firm profitability, as cap-
tured by ROA. Guiso et al. (2015) attribute this result to the culture advertised targeting only customers,
consisting of only talk and having no correlation with either firm value or financial performance. However,
taking this analysis and our previous factor analysis together, the results indicate that what influences a firm’s
performance is not any specific culture promotion, but whether the firm makes a strong culture promotion
effort. If the corporate culture advertised had no correlation with firm value, we would not find a significantly
negative relation between our different proxies for corporate culture promotion and firm value. However, the
negative association indicates that shareholders do not appreciate corporate culture promotion.



Table 8
Cross-sectional test: market development level. This table presents the results from
the OLS regressions with factor analysis, where the dependent variables are proxies
for firm performance, including Tobin’s Q, ROA and Log(Patent). Factor is the
common factor extracted from eight indicators including CEO Speech, Culture Page,
Employee Activities, Social Responsibility, Honors Earned, Employee Training

Programs, Company News and Media Exposure using factor analysis. High_Dev is
a dummy variable equal to one if a firm is located in a province with a top tercile
market development level and zero otherwise. The detailed definitions of the control
variables are included in Appendix A. Numbers in parentheses are t-statistics
computed using robust standard errors. Industry dummies are included, but the
coefficients are omitted for brevity.

(1) (2) (3)
Dependent variable Tobin’s Q ROA Log(Patent)

Factor �0.173*** 0.000 0.195**

(�3.51) (0.15) (2.11)

High_Dev �0.134** 0.001 0.243**

(�2.02) (0.27) (2.04)

Factor*High_Dev 0.229*** 0.005 0.134
(2.75) (1.45) (0.85)

Log(Assets) �0.263*** �0.002 �0.222
(�3.64) (�0.55) (�1.63)

Log(Sales) �0.085 0.019*** 0.415***

(�1.53) (8.58) (3.85)

Leverage �0.506* �0.122*** �0.841**

(�1.93) (�12.24) (�2.41)

High Tech 0.383*** 0.005* 0.606***

(5.20) (1.83) (5.29)

Income Growth Rate 0.265* 0.016*** �0.329
(1.84) (2.73) (�1.43)

Constant 9.536*** �0.282*** �0.599
(7.35) (�6.46) (�0.35)

Industry FE YES YES YES
Observations 1030 1030 1030
R-squared 0.249 0.309 0.224
Adj. R-squared 0.205 0.269 0.180

*** Significance at the 1% level.
** Significance at the 5% level.
* Significance at the 10% level.
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In column (3), we report a positive association between Innovation culture promotion and a firm’s innova-
tion output as captured by the natural logarithm of the number of patents the firm has in the year, and this
association is significant at the 1% level. The result is consistent with our expectation that innovation culture
promotes creativity.6 In addition, we find that the association between Integrity and a firm’s innovation out-
put is not statistically significant.

Finally, we explore whether corporate culture promotion is associated with other aspects of firm perfor-
mance. Specifically, we investigate this from the perspectives of employee compensation, earnings manage-
6 However, the endogeneity is salient because firms make their decisions on culture promotion and are likely to tailor their promoted
corporate culture to meet their operational needs. For example, firms in the high-tech industry are likely to compete based on innovation,
and thus they are likely to choose innovation as their corporate culture. High-tech companies are also likely to have a high number of
patents. Although we use the dummy variable High-tech to control this possibility, there may be other possibilities underlying the
endogeneity that we did not consider.



Table 9
Integrity/innovation culture promotion and firm performance. This table presents
the results from OLS regressions, where the dependent variables are proxies for firm
performance, including Tobin’s Q, ROA and Log(Patent). Integrity is a dummy
variable that equals one if integrity culture is advertised on the website and zero
otherwise. Innovation is a dummy variable that equals one if innovation culture is
advertised on the website and zero otherwise. The detailed definitions of the control
variables are included in Appendix A. Numbers in parentheses are t-statistics
computed using robust standard errors. Industry dummies are included, but the
coefficients are omitted for brevity.

(1) (2) (3)
Dependent Variable Tobin’s Q ROA Log(Patent)

Integrity 0.025 0.001 �0.065
(0.28) (0.42) (�0.42)

Innovation �0.083 0.003 0.397***

(�1.09) (0.99) (2.76)

Log(Assets) �0.271*** �0.001 �0.181
(�3.67) (�0.36) (�1.36)

Log(Sales) �0.110* 0.019*** 0.430***

(�1.94) (8.65) (4.07)

Leverage �0.476* �0.122*** �0.842**

(�1.78) (�12.10) (�2.36)

High Tech 0.370*** 0.005** 0.635***

(5.08) (1.97) (5.61)

Income Growth Rate 0.302** 0.016*** �0.367
(2.06) (2.78) (�1.58)

Constant 10.175*** �0.290*** �1.802
(7.55) (�6.63) (�1.06)

Industry FE YES YES YES
Observations 1030 1030 1030
R-squared 0.236 0.307 0.219
Adj. R-squared 0.193 0.268 0.175

*** Significance at the 1% level.
** Significance at the 5% level.
* Significance at the 10% level.
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ment and real earnings management. Employees’ compensation level is captured by Compensation, a ratio of
the total payment to employees in the cash flow statement over net income in the 2014 fiscal year. EM is cal-
culated following Jones’ model (Jones, 1991). Following Cohen et al. (2008), Dechow et al. (1998) and
Roychowdhury (2006), we calculate Real Earnings Management (Real EM) as the abnormal production cost
(R_PROD) minus abnormal operating cash flows (R_CFO) minus abnormal discretionary expenses
(R_DISX).7

Table 10 presents the results. The dependent variables are Compensation, EM and Real EM in the three
columns, respectively. The coefficients on Factor are insignificant in the first two columns but negative and
significant at the 10% level in column 3. This suggests that culture promotion is not related to employee com-
pensation or discretionary accruals but is negatively associated with real earnings management.

5. Discussion and conclusion

Corporate culture is an important topic and an under-studied area in accounting. In this paper, we use
hand-collected data from the websites of China’s privately listed firms to capture corporate culture promotion
7 See Cohen et al. (2008) for details on how to construct real earnings management.



Table 10
Factor analysis: corporate culture promotion and other firm performance. This
table presents results from the OLS regressions with factor analysis, where the
dependent variables are proxies for firm performance, including Compensation,
EM and Real EM. Factor is the common factor extracted from eight indicators
including CEO Speech, Culture Page, Employee Activities, Social Responsibility,
Honors Earned, Employee Training Programs, Company News and Media

Exposure using factor analysis. The detailed definitions of the control variables
are included in Appendix A. Numbers in parentheses are t-statistics computed
using robust standard errors. Industry dummies are included, but the
coefficients are omitted for brevity.

(1) (2) (3)
Dependent Variable Compensation EM Real EM

Factor �0.105 �0.001 �0.019*

(�0.72) (�0.07) (�1.70)

Log(Assets) 0.839** 0.030*** 0.085***

(2.25) (4.16) (3.60)

Log(Sales) �1.416*** �0.017*** �0.098***

(�3.08) (�2.93) (�4.70)

Leverage 1.082 �0.103*** 0.478***

(0.84) (�4.53) (7.86)

High Tech �0.004 �0.004 �0.092***

(�0.02) (�0.60) (�5.01)

Income Growth Rate 0.063 0.061*** 0.084**

(0.20) (3.72) (2.43)

Constant 13.013*** �0.222** 0.037
(3.83) (�2.51) (0.14)

Industry FE YES YES YES
Observations 1030 1030 1030
R-squared 0.134 0.093 0.218
Adj. (Pseudo) R-squared 0.0857 0.0425 0.175

*** Significance at the 1% level.
** Significance at the 5% level.
* Significance at the 10% level.
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in terms of the culture webpage, the number of words and media news stories on the websites. We provide
evidence that corporate culture promotion is significantly negatively related to firm value, which is consistent
with Bird et al. (2007), indicating that shareholders do not value firms’ commitment to employee relations and
community. We also provide evidence that corporate culture promotion is significantly positively related to a
firm’s innovation output, indicating that corporate culture promotion facilitates coordination and cooperation
between employees and consequently improves innovation.

Guiso et al. (2015) use a similar method to measure firms’ advertised value to investigate the relation
between corporate culture and firm performance for S&P 500 firms in the United States. They find little evi-
dence on the relationship between advertised corporate culture and firm value, which they claim is because the
advertised values on firms’ websites are only talk. However, there are two other possibilities. First, firms
included in the S&P 500 share similar characteristics, which makes them different from other firms. This
shared similarity provides little variance between S&P 500 firms,8 leading to corporate culture’s insignificant
relationships with firm value and financial performance. Second, corporate culture promotion is a corporate
decision determined according to each firm’s unique characteristics and operations. For example, as a high-
tech company, Apple chooses innovation as its corporate culture, while Walmart, as a consumer-oriented
company, chooses integrity as its corporate culture. However, the difference in corporate culture does not nec-
8 For example, the mean of managerial integrity within the S&P 500 is 3.9 with a standard deviation of 0.25 in Guiso et al. (2015).
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essarily make one firm’s performance superior to another. Thus, it is not surprising that Guiso et al. (2015) do
not find integrity or any other type of corporate culture to be associated with either firm value or financial
performance.

We replicate the test of Guiso et al. (2015) with China’s privately listed companies by constructing dummy
variables, Integrity and Innovation, which are equal to one if the firm’s advertised core value on its website
includes integrity or innovation, respectively and zero otherwise. Consistent with Guiso et al. (2015), we find
little evidence that specific corporate culture, either integrity or innovation, is associated with firm value or
financial performance. However, when we investigate the relationship between overall corporate culture pro-
motion effort and firm value, we consistently find a significant relation. This indicates that corporate culture
promotion matters. It is any specific promoted corporate culture, such as integrity, that does not matter
because firms choose their own corporate cultures according to their characteristics, and none is superior
to another.

Finally, we acknowledge that our study is subject to some limitations. First, we hand-collect data for 2014,
and therefore have only website data for investigated firms for the year of 2014. Thus, our test is cross-
sectional and we are able to establish only an association, not causality, between corporate culture promotion
and firm performance. In addition, because of data limitations, we are only able to test the relationship
between corporate culture promotion and contemporary firm performance, and not long-term firm perfor-
mance. Second, our paper suffers from potential self-selection bias. Corporate culture promotion is a firm’s
decision, and a firm’s performance is also influenced by its decisions; thus, our study suffers from self-
selection bias. Again, our study is only able to establish an association, not causality, between corporate cul-
ture promotion and firm performance. Future studies can work to resolve this endogeneity issue. Third, our
website-search-based measure of corporate culture promotion may suffer from a measurement error problem.
For example, if a firm does not have a dedicated culture webpage, this does not mean the firm has no corpo-
rate culture; every firm has its own culture regardless of whether the firm promotes it. In fact, firms with a
weaker culture may be more likely to advertise their culture on their websites. Thus, our results could suffer
from the measurement error problem. Fourth, Schein (1984, 2010) categorizes cultures on three different
levels: the first level represents artifacts, such as physical manifestations of corporate culture; the second
includes espoused values and beliefs or documented norms; and the third is the basic underlying assumptions
by which the first two levels can be truly understood (Taylor, 2014). The corporate culture promotion proxy
we use falls into the second level of corporate culture; as such, without understanding the underlying assump-
tions of culture from the third level, our results should be interpreted with caution.

Appendix A. Definitions of variables
Variable
 Description
CEO Speech
 A dummy variable equal to one if a firm’s CEO or Chairman publishes a speech
on the firm’s website and zero otherwise
Culture Page
 A dummy variable equal to one if a firm has a corporate culture webpage and
zero otherwise
Log(Employee Activities)
 Natural logarithm of the number of employee activities shown on the website

Log(Charity)
 Natural logarithm of the number of charity activities shown on the website

Log(Honor Earned)
 Natural logarithm of the number of honors that a firm earned and are shown on

the website

Log(Employee Training

Programs)
Natural logarithm of the number of employee training programs shown on the
website
Log(Company News)
 Natural logarithm of the number of company news stories shown on the website

Log(Media Exposure)
 Natural logarithm of the number of media news stories that a firm is involved in

and linking to from its own website

Ln(1 + Words)
 Natural logarithm of one plus the number of words on a firm’s culture webpage
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Culture Words Dummy
 An indicator equal to one if the number of words on a firm’s culture webpage is
above its industry median and zero otherwise
Tobin’s Q
 Market value of a firm’s stocks divided by total assets

ROA
 Net income divided by total assets

Log(Patent)
 Natural logarithm of the number of patents that a firm has in the year

Log(Assets)
 Natural logarithm of a firm’s total assets

Log(Sales)
 Natural logarithm of a firm’s net sales

Leverage
 The ratio of debt to assets

High Tech
 A dummy variable equal to one if a firm is a high tech company and zero

otherwise. We consider firms in the electronic industry, IT industry and
biomedical industry to be high tech companies
Income Growth Rate
 The difference between this year’s net income and last year’s net income scaled by
last year’s net income
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