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ABSTRACT

In recent years, corporate social responsibility and the consumer’s rights have
received increasing attention. When a product on the market is found defective, the
company must conduct an immediate recall. Generally speaking, it is more difficult to
measure the loss in the brand value of the company when such a recall is conducted.
This study thus aims to investigate the potential impact of a product recall on the brand
value of a company and on the corporate performance and its stock price. We obtain
the number of vehicle recalls and the recall reasons from the vehicle safety
information network, and collect the financial report data of car companies from
Taiwan Economic Journal. The samples investigated were in the period of 2003 to
2010. The brand valuing model adopted here is Hirose’s Model. The corporate
performance is measured with Tobin's Q. With respect to the stock price change, we
measure and explore the impact of the recall of its business by means of an event study.
Our results show that product recalls have a greater impact over the brand value and
corporate performance in the season when the recall is conducted, while little
influence 1s found on the stock price.
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