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ABSTRACT 

Building upon previous research conducted by Hall & Rieck, Griffin & Mahon, and 

Roberts & Dowling, this analysis will attempt to determine whether socially responsible 

corporate behavior, or in this case philanthropy, yields short-term benefits to shareholders in 

addition to the long-term reputation credit which may accrue to the firm.  As suggested by 

Griffin & Mahon, a single firm analysis will be conducted consisting of individual event studies 

of ExxonMobil’s philanthropic activities and the stock market’s immediate responses to them 

over the period of January 2006 until November of 2008. This model will permit empirical 

measurement of whether these philanthropic “events” have current value as reflected by 

fluctuations in share price of ExxonMobil common stock relative to an industry average, the 

Dow Jones US Oil & Gas Index (DJUSEN). This study hypothesizes that share price will 

increase as a result of socially responsible behavior, and that its impact may vary based upon 

certain factors.  Stock and industry index values were collected from Yahoo Finance and 

philanthropy announcements were gathered from BusinessWire’s and ExxonMobil’s websites. 

After careful analysis of a subset of nine philanthropic events, all null hypotheses were 

rejected. Philanthropic events, unlike movements of the DJUSEN industry index, did not 

demonstrate a significant impact upon share value. Its results may have policy implications for 

the tax status of corporate foundations and may influence internal corporate decision-making 

regarding the types of strategic philanthropy a corporation decides to adopt. 
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Background & Introduction 

Corporate Social Responsibility (CSR hereafter) can be defined as activities in which 

corporations engage beyond those prescribed by regulation or their charter to improve the 

quality of life of their employees, customers, the communities in which they operate, or society 

as whole.  McWilliams, Siegel and Wright define CSR to mean “situations where the firm goes 

beyond compliance and engages in actions that appear to further some social good, beyond the 

interests of the firm and that which is required by law.”i While this phrase generally connotes a 

positive action, CSR as a practice has drawn its fair share of critics.  Milton Friedman 

vehemently argued that the diversion of profit to social spending by managers violated their 

principal-agent relationship by “imposing a tax and then deciding how the tax proceeds (would) 

be spent.”ii Criticisms aside, corporate philanthropy has become not only an accepted 

mainstream practice in recent decades but has been increasing in real dollar terms.  According 

to Hall & Rieck, social investing in general has increased twenty-fold from $40 billion in 1984 

to $825 billion in 1991.iii “By 2000, nearly $2 trillion, or more than 20% of institutional funds, 

(were) socially focused,” no doubt contributing to the rise in CSR activity.iv  

According to a recent study by the Committee for Encouraging Corporate Philanthropy, 

“large multinationals increased their corporate giving in 2007 by 5.6%, outstripping the 2.2% 

growth in the U.S. economy.”v Recent data suggests that in 2008 the median amount now 

dedicated to such causes by corporations increased to $26.1 million from $24.7 million in 

2006.vi The increase in total giving for Fortune 100 companies increased even more 

dramatically. From 2005 to 2007, median total giving in that subset of corporations increased 

almost 28%, as opposed to 24% for all other companies surveyed.vii It is no wonder that CSR, 

the ethos which encompasses such philanthropy, has drawn considerable attention from 



academics hoping to determine whether social involvement has any measurable impact on firm 

financial performance.

The many studies conducted on CSR’s impact on firm financial performance have 

differed in both their methods and their empirical results.  While some have indicated a positive 

relationship between CSR and firm financial performance, others have indicated a negative 

relationship or no significant relationship at all.  Agreement has been reached, however, that 

CSR creates goodwill and increases the reputation of corporations which engage in it.  “In the 

present climate of opinion, with its widespread aversion to ‘capitalism,’ ‘profits,’ the ‘soulless 

corporation’ and so on, this (CSR) is one way for a corporation to generate goodwill as a by-

product of expenditures that are entirely justified on its own self-interest.”viii Furthermore, the 

branding and reputation effects which result from philanthropic activity may help to 

differentiate a corporation from its competitors and increase its sales.  Roberts & Dowling have 

found empirical evidence to support a linkage between “high-quality intangible assets (such as 

reputation) and sustained superior performance.”ix   

Although Milton Friedman described that “current climate” in 1970, it still bears 

striking resemblance to the one which we observe today, as evidenced by public reaction to the 

inequities of globalization and world trade as well as the corporate bailout and subsequent 

misuse of bailout funds.  One can thus imagine how CSR could provide a profitable corporation 

with a welcome opportunity for self-promotion (via press releases, television commercials, and 

print and Internet advertising). Equally, one could envision CSR serving as a corporate defense 

mechanism, permitting a company to generate images of itself as a responsible corporate social 

“partner” in order to better defend itself from either increased regulatory or tax burdens. Or, in 

the case of the world’s most profitable corporation, CSR might be utilized to reduce 
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governmental scrutiny of its profitability and stave off calls for a windfall profit tax.  Empirical 

evidence to support the foundation of these hypotheses was discovered by McGuire, Sundgren, 

and Schneeweis.  Their findings suggested that in contrast to the commonly held assumption 

that CSR activity was a strong predictor of future financial performance, prior financial 

performance was actually a stronger predictor of subsequent CSR activity.x  

Rather than write-off philanthropy as solely a reputation-building activity devoid of 

current value, as has been the case with most studies, this study specifies a model which will 

allow empirical measurement of the current value of socially responsible corporate investments 

(events hereafter), similar to one conducted by Hall & Rieck. It will also attempt to answer 

whether investors or shareholders value CSR, and if so whether they value certain types of CSR 

events more than others or certain target locations more than others. The null hypothesis which 

will be tested is that these events have a measurable effect on stock price or shareholder wealth.  

Although overlooked by casual observers and the existing literature alike, “given rationality in 

the marketplace, the effects of an event will be reflected immediately in security prices.”xi  

“According to the Efficient Market Hypothesis, the effect of a specific event on share return 

should be quickly incorporated by the market.”xii Financial markets aggregate the preferences of 

all individuals and rationalize all available information, including press releases of CSR events 

which allocate corporate earnings to social end uses.  If the market (an aggregation of 

individuals) regards this sort of behavior positively, it is likely to have an above market return, 

commonly referred to as an “excess return.”  If the market views this sort of behavior as an 

inappropriate allocation of financial resources, it is likely to yield a negative effect.  A neutral 

effect would indicate that the market, at least in the short-term, is indifferent about corporate 

philanthropy but this would not preclude the long-run reputation benefits scenario outlined 

above.  An event study methodology will allow the magnitude and significance of the short-
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term financial effect on stock price in response to the announcements of these events to be 

quantified.   

In light of the recent economic downturn, questions of revenue generation and energy 

security are more germane than ever.  In the case of the former, economic stimulus packages 

aside, government will eventually face significant fiscal constraints due to the affects of the 

current financial crisis on tax revenue and may be faced with deciding whether industry is 

“friend or foe.” The shadow which corporate excess in the banking industry has cast on the 

private sector might lead some to renew calls for the corporate windfall-profit tax on the 

petroleum industry, as was suggested during the recent Presidential election.  The sector’s 

philanthropic giving through its foundations also provides millions, if not billions, of dollars of 

tax shelter for revenue that would otherwise enter the public coffers.  While government has 

looked beyond the reputation credits which accrue to these companies as a result of their giving, 

if it can be demonstrated that this giving also has the capacity to affect stock prices should 

government remove the existing tax incentives for such philanthropy?  Or, alternatively, should 

policymakers craft policy which constructively engages with corporate America to tackle major 

social problems by increasing tax incentives for philanthropy or forging public-private 

partnerships that would allow them to reap reputation credits for the tax dollars they contribute? 

This study may provide insight into how to create powerful incentives for corporations 

to engage in doing well while doing good. 
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Literature Review 

The existing literature on this topic is characterized by its aggregate level analysis of 

highly subjective measures of CSR.  It eschews consideration of individual philanthropic events 

and the market’s response in favor of highly-subjective measures of socially responsible 

corporate behavior such as rankings and indices.  The academic discussion which accompanies 

these analyses frequently turns upon the purported “flaws” of previous models and the 

subsequent re-specification of new models with allegedly improved explanatory value.  In some 

studies CSR is the dependent variable, regressed upon a number of independent variables, while 

in others it is a dependent variable used to estimate firm financial performance measures such as 

return on assets or profitability. 

The existing literature makes evident three distinct problems of analysis to date. First, 

indices are no substitute for the individual actions of corporations.  CSR, as an index, can be 

thought of as a proxy for corporate reputation.  “Reputation is cited as an example of a strategic 

asset…the development of (which) takes considerable time and depends on a firm making 

stable and consistent investments over time.” xiii  Returns which might accrue to an established 

reputation might not accrue to the same degree for a corporation earlier in its development 

process.  In other words, this method of static analysis is inappropriate considering the dynamic 

process of reputation development.  Instead, the analysis of individual events (or investments) 

over time should be conducted.   

Second, existing studies rely upon a wide variety of subjective and often exclusionary 

indices to measure CSR.  One in particular, the Kinder, Lydenburg, Domini (KLD) CSR index, 

is quite prevalent, but it excludes multiple industries from consideration based solely upon what 

they produce, as opposed to how they produce it.  Alcohol, tobacco, military hardware, and oil 
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producing companies, amongst others, are not included, regardless of their production methods, 

and those companies included appear to be evaluated according to a proprietary methodology 

which critics say is conducted without significant insight from industry participants. Fortune’s 

Most Admired Corporations Index, on the other hand, is less exclusionary and utilizes a 

methodology in which industry participants rank their peers in eight categories. Actual industry 

participants with insight and expertise compile the ranking, of which CSR and Appropriate Use 

of Assets are two components. Griffin & Mahon have found that these indices “closely track one 

another.”xiv  When individual events are analyzed, use of rankings and indices would be 

redundant because the market internalizes information immediately into its projections for a 

company’s future earnings. Indices, therefore, will not be included in this study. 

Third, the existing studies specify models which do not allow for appropriate analysis 

of CSR activity.  Most completely disregard consideration of the causes which companies 

champion in order to demonstrate their social responsibility, the amounts which they dedicate to 

those causes, and the geographic location of their causes’ beneficiaries.  The current study, 

however, will separate amount, type, and scope, to determine whether or not a $12,000 donation 

to a national scholarship fund is similar to a $5,000,000 dollar donation to combat malaria in 

Africa or whether the market values one quantity, type, or beneficiary more than another. 

McWilliams has conducted multiple analyses of CSR and firm financial performance, 

but has not broken from the convention of using rankings instead of actual acts or socially 

responsible behavior.  In her 2000 study, she included the KLD CSR Index as a dummy variable 

for social responsibility. Firms not on the Index were considered not socially responsible (a 

zero), while those on it were (a one).  What should one make of a corporation not contained in 
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the Index but which nonetheless dedicated millions of dollars to social causes?  Unfortunately, 

McWilliams offers little explanation. 

In an earlier study, Cochran & Wood actually set CSR ranking as the dependent 

variable and financial performance as a dependent variable. Considering the subjective nature of 

these rankings, and the question as to which causality might run between these variables, the 

outcome of this study should be questioned.  While they correctly identified that “neither 

content analysis nor reputation indices (could) be considered wholly adequate measures of 

CSR,”xv they did not make the leap to the analysis of individual events.  They believed a 

significant drawback to content analysis was that there was no way to verify if a firm was 

actually doing what it said it was.  In contrast, in each of the events in the current study we can 

be certain that the publicized amount of each event is a confirmed deliverable to a third party 

responsible for its implementation.   

Roberts & Dowling completed a study which was conceptually similar to the current 

analysis, except that it used an accounting measure of financial performance as that dependent 

variable. Their study, however, was concerned with reputation as a “strategic asset” and 

attempted to link it to the persistence of firm profit, as opposed to short-term effects. While 

perhaps more accurate than those specified by McWilliams or Cochran & Wood, the Roberts & 

Dowling study also overlooked consideration of individual acts of corporate social 

responsibility in favor of an analysis of reputation indices as an “insulating” factor. It focused 

on the decomposition of a firm’s overall reputation as ranked by Forbes into two components, a 

component that is predicted by previous financial performance (or financial reputation), and a 

residual reputation effect.   The residual reputation effect “indicated that reputation-building 
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activities that have no positive impact on current financial performance are still critical as they 

generate reputation assets that allow above-average profits to persist over time.”   

McGuire, Sundgren, & Schneeweis analyzed the multi-directional causality between 

CSR and financial performance over time.  As stated earlier, their analysis utilized Fortune 

rankings as well as accounting-based measures and concluded that CSR is related to prior 

financial performance more than future financial performance. They found “little 

contemporaneous association between CSR and firm performance,” but a “positive association 

between CSR and ROA through its affects on stakeholders.”xvi A firm’s financial performance, 

they concluded, “may influence (its) evolving social policy and actions.”xvii When the 

independent variable for risk was omitted from the model, which was correlated with CSR to 

some degree, the model suffered from omitted variable bias and some of its influence was 

attributed to CSR.  CSR, they concluded, could be thought of as an activity in which 

corporations engage to reduce the risk they face in their operations and whose “explicit costs are 

recouped by increased employee morale and productivity in addition to employee and customer 

goodwill….and by pacifying those with implicit claims against company.”xviii 

Griffin & Mahon focused on the methodological inconsistencies which have hurt 

previous analyses of the relationship between CSR and firm financial performance.  They cited 

the use of cross-sectional analysis across industries as one of the biggest mistakes of previous 

approaches because “cross-sectional data may mask individual industry differences.”xix 

Therefore their analysis concentrated on just one industry, chemicals, in order to hold constant 

myriad factors which previous studies were unable to control for, including regulatory and tax 

policy, capital requirements, and many others.  They felt that this would enhance the “internal 

validity” of the results yielded by the regression.  They argued that the other studies in this field 
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suffered from a lack of external validity due to a failure to reapply them.xx Instead of testing one 

another’s models to verify previous results or inconsistencies, the primary focus in this 

emerging field of research has been on the re-specification of models and thus no consensus has 

been reached concerning which model is “most” appropriate for approximating the relationship 

between CSR and financial performance. Additionally, while Griffin & Mahon argued against 

the use of market-based measures of profitability, they did find that the Fortune and KLD 

indices very closely track one another.xxi  

Common criticisms of event studies, in general, are that their sample sizes or control 

groups are too small to provide externally valid results, multi- industry studies don’t account for 

industry-specific differences, the CSR indices utilized are highly subjective, and that the time 

periods studied are generally too short.xxii  However, McWilliams, Siegel, & Wright and Hall & 

Rieck compiled studies which closely resemble the one at hand.  The former adopted the event 

study methodology because the authors correctly identified its usefulness for analysis of short-

run changes in stock prices as a proxy for firm performance in the aftermath of a CSR related 

event.  The latter attempted to determine the “impact of voluntary positive corporate social 

actions on shareholder wealth”xxiii over the thirteen year period from 1982 to 1995.  Hall & 

Rieck chose the event study methodology because “it links specific acts with specific share 

price changes, and because it provides a much stronger basis for inferring causality than other 

relational techniques.”xxiv They also posed very similar questions:  (1) Do voluntary social 

actions boost shareholders’ wealth via an immediate effect on stock price? (2) Do investors 

value certain voluntary social activities more than others?xxv They analyzed four different 

categories of “positive corporate social actions,” ranging from recycling to environmentally-

friendly activities and philanthropy.  
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Hall & Rieck found that “positive effects on share return accrue to those firms engaged 

in donations and environmentally-friendly activities,” and that the “donation group experienced 

a cumulative 11-day abnormal return of 2.8%.xxvi Unlike the current study, the donations which 

they considered included those of an in-kind nature, and no credence was given to the 

importance of the location of targeted recipient groups.  Additionally, they ran their model with 

event windows of both eleven and one day, the latter omitting the possibility that the 

information did not actually reach the market on the announcement day.  Their study concluded 

that “CSR can have a positive impact on the market value of a firm,”xxvii especially on day zero, 

that “the market assesses different types of social actions differently,”xxviii and that “none of the 

social actions researched here showed a statistically significant negative effect on the value of 

the firm.”xxix  Hall & Rieck’s study and its conclusions form the foundation of the current 

analysis. 
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Conceptual Framework 

An event study will be utilized to determine the effect of corporate social investment 

events on ExxonMobil’s financial performance.  An event study is an “econometric technique 

used to measure the impact of a particular event or news item on a company’s stock price.”xxx   

Event studies are used for damage estimation models in antitrust and intellectual property cases 

but have also been applied to finance, including in the analysis of the impact of quarterly 

earnings announcements on stock prices.   

An analysis of work by MacKinlay and Juneja & Johnson provide a sound theoretical 

background on the event study methodology.  According to Juneja & Johnson, the goal of an 

event study is two-fold: “(1) to determine whether or not the event of interest had a ‘material’ 

effect on stock price and (2) if 1 holds, to determine its magnitude.”xxxi One first begins by 

selecting and defining the events of interest and the period over which the security prices of the 

firm involved in the event will be analyzed, more commonly referred to as the “event window.”  

Following this determination, the selection criteria for the inclusion of the given firm must be 

established.  After selecting the firm which will be involved in the analysis, the “estimation 

window” must be established.  This window essentially serves as the “counterfactual,” to model 

the normal return for the stock in question “but-for” the event being analyzed.xxxii The null (and 

alternate) hypothesis must subsequently be defined as well as the technique for aggregating the 

individual firm’s abnormal returns.  Finally a regression is run according to the model specified, 

where the dummy variable indicates the appropriate corresponding dates.xxxiii  

It is important to note that the appraisal of the “event’s impact requires a measure of the 

abnormal return,” or more specifically “the actual ex post return of the security over the event 

window minus the normal return of the firm over the event window.”xxxiv Therefore, the normal 
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return gathered from the estimation window is subtracted from the actual return of the stock 

over the event window.   According to MacKinlay, “event studies have shown that, as would be 

expected in a rational marketplace, prices do respond to new information.”xxxv In general, stock 

closing prices are utilized in the estimation of abnormal returns, and “in most circumstances, a 

material event is expected to cause a statistically significant change in stock price.”xxxvi While in 

many cases a one day event window is utilized, MacKinlay argues that the “power properties of 

two day windows are good,” and that there is a “clear advantage to using daily versus weekly or 

monthly intervals” when estimating the model.xxxvii  Additionally, various forms of the event 

study methodology exist, including the stock market index model. It is this model which will be 

utilized in the current study in order to examine the “relationship between a stock and a market 

index (in this case the DJUSEN) to predict how the stock in question would have done in the 

‘but-for’ world.”xxxviii 

In accordance with the steps outlined by MacKinlay, the events of interest in this 

current study will be corporate philanthropy announcements.  The event window over which the 

stock price of ExxonMobil will be analyzed will be the two-day period which encompasses the 

announcement date and the subsequent trading day.  Concentrating the analysis on one 

petroleum company against its industry index should allay any fears concerning distortions 

caused by oil price fluctuations during the event and estimation windows.  The null hypotheses 

which will be tested are that (1) these events affect stock price, (2) type of social investment 

affects stock price (3) location of designated beneficiaries affects stock price.  Conversely, the 

alternate hypotheses will be that these events have no material effects on stock price and that the 

type of social investment and location of its intended beneficiaries similarly have no effects. 
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Data 

Data for the current analysis has been gathered from two principal locations. First, stock 

and stock index information was obtained from Yahoo Finance online 

(www.yahoofinance.com).  Second, press releases on socially responsible corporate events were 

obtained online from BusinessWire (www.businesswire.com) and from an archive of 

BusinessWire press releases found on the ExxonMobil Intranet and Internet site 

(www.exxonmobil.com).  While thousands of grants were awarded by ExxonMobil over this 

time period, not all were publicized in this manner.   

For an event to be included in the sample, certain criteria had to hold. Of primary 

importance was the date of the event, which had to occur during the period of January 2006 to 

November 2008.  Additionally, the event had to have been announced to the public on one the 

aforementioned websites and had to be characterized as a cash contribution, as opposed to in-

kind support. The press release for the event in question had to specifically cite the size of the 

financial contribution, or at least provide enough basic information so that the value associated 

with the event could be easily ascertained.   

In certain cases, press releases citing an availability of funds for the future fiscal year 

were included in the sample.  Subsequent announcements of actual disbursements were 

included, if available. 

Additionally, in the case of education events like employee-sponsored scholarships, 

multiple press releases are often released targeting specific geographic regions where the firm 

has a considerable footprint. If multiple press releases exist for one event, the release of the 
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aggregate donation was used in the sample and the sub-releases for individual markets were 

omitted. 

Table 1: Descriptive Statistics for Share and Industry Averages                      

(1/03/06 to 10/31/08) 

Variable N Mean Median High Low % ∆ 
              
 
XOM Share Price 714 $75.49  $76.94  $94.08  $54.47  33% 
       
DJUSEN Index 703 561.53 558.96 764.25 374.71 2% 
       

 

As can be seen in Table 1, the 34-month period contains 714 individual observations of 

ExxonMobil’s common stock as traded on the New York Stock Exchange.  Over the period in 

question, the average adjusted closing price for XOM was $75.49, slightly below the median 

price of $76.94.  The highest closing price over this time period, $94.08, occurred during the 

crude market price spike (see Appendix 1). The final column indicates the percent change in 

adjusted closing price from January 3, 2006, to October 31, 2008.  Over this time period, the 

value of XOM stock grew 33%. This is a striking return, especially when it is compared to that 

of the Dow Jones US Oil and Gas Index (DJUSEN here after), containing ninety-seven 

American oil and gas companies (see Appendix 2), which saw its value grow by only 2% over 

the same period. This leads one to question whether socially responsible corporate behavior 

might have contributed to some degree to the persistence of above-market returns. 

Consideration was also given to other indices, including Standard & Poor’s and the 

Dow Jones Industrial Average, but both demonstrated considerable depreciation over the time 

period in question, losing 24% and 14%, respectively. The DJUSEN, on the other hand, had a 
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positive two percent return and should provide a better basis for comparison with ExxonMobil.  

It began being tracked on January 19, 2006, and thus offers marginally fewer observations. 

Table 2 demonstrates the breakdown of 41 events by type and scope over the thirty-four 

month period (for the complete list, see Appendix 3). Education grants include funding for 

employee, youth, and higher education scholarships, as well as engineering promotion and 

programs to empower marginalized groups.  Disaster relief funding is primarily for hurricanes, 

earthquakes, and tsunami.  Health grants include funding for malaria and emergency services.  

Ahpcd is a “catch-all” category that consists of grants for the arts, historic preservation, and 

community development activities.     

Table 2: Descriptive Statistics of Grants’ by Type and Scope 
 

Grant Type 
  

N 
 

Loc/Reg 
 

National 
 

   Global 
 

      
Education  22 7 13 2 
      
AHPCD  9 7 2 0 
      
Disaster Relief  4 3 0 1 
      
Health  6 1 0 5 
      
OVERALL  41 18 15 8 
            

 

As far as type is concerned, education grants are the most prevalent.  The numbers also 

indicate that the majority of events are local or regional in scope, often occurring in or around 

areas where the company has operating facilities. 
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Table 3: Descriptive Statistics of All 41 Grants by Type (in US $) 

   Grant Type  N Mean Median Max Min 
              
 
Education  22 11,930,318 1,000,000 125,000,000 12,000 
       
AHPCD  9 3,210,556 1,400,000 16,600,000 50,000 
       
Disaster Relief  4 2,062,500 1,500,000 5,000,000 250,000 
       
Health 
  

6 
 

4,916,667 
 

3,750,000 
 

10,000,000 
 

1,000,000 
 

OVERALL 
  

41 
 

8,027,122 
 

1,500,000 
 

125,000,000 
 

12,000 
 

 

Table 3 is important because it demonstrates the variation in size of these events 

according to their type.  Education grants are, on average, the largest events by dollar amount, 

but this is skewed by a $125,000,000 grant for a National Math and Science Initiative (NMSI) 

program, the largest in the sample. It also contains the smallest grant amount in the sample, a 

$12,000 scholarship. 

After education events, health events are the next largest, followed by ahpcd and 

disaster relief.  Overall, the average event amount in the sample is over $8,000,000 but this is 

greatly skewed by large grants such as NMSI.  Therefore the median event amount ($1,500,000) 

is a much better indicator of typical event amount. 
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Analysis Plan 

A series of three regressions will be run to determine if grant size, type, or scope has a 

material effect on the change in ExxonMobil stock price. In the first set of regressions, a nine 

event subset of the forty-one event sample will be individually analyzed in which six of the 

events exceed the median of the larger sample (see Table 4).   This can be justified theoretically 

because there is a greater likelihood that larger events will bring about a return to short-term 

stock value than smaller events.  This model will be specified as follows: 

(1) (log ∆XOM)= βo+ β1 (Estimation Window)+β2 (Event Window)+ β3 (log ∆ DJUSEN) +ε          

In general terms, the log of the change in closing price in XOM common stock will be 

regressed upon the independent variables.  The dependent variable and the independent variable 

DJUSEN will be used in their logged forms in this analysis because we seek to explain the 

elasticity of the closing stock price in response to a one percent change in the Index variable.  

Individual events windows will be evaluated to determine whether or not the variance in the 

logged closing stock price can be attributed, to some degree, to the occurrence of the event in 

question or whether the movement is better explained by the logged change of the DJUSEN 

industry average. 

Each of the two remaining regressions will be run over the full 714 day sample to 

determine the impact of event type and scope on the logged daily change of XOM share price. 

(2)  (log ∆XOM)= βo+ β1 (log ∆ DJUSEN) + β2 (Education)+ β3 (AHPCD) + β4 (Health) + ε  

(3)  (log ∆ XOM)= βo+ β1 (log ∆ DJUSEN) + β2 (Local/Regional) + β3 (National) + ε      
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The estimation window is simply a dummy variable which turns from zero to one for 

the 180 days preceding an event and the two days of the event in question.  Thus, a one-hundred 

and eighty day window would have 182 observations.  

The event window will be represented by a dummy variable which turns from zero to 

one for the announcement date of the event and the next trading day.  Theories such as the 

Efficient Market Hypothesis (EMH) hold that the market aggregates all available information 

into a probability distribution of a firms’ potential future earnings distribution in the form of 

share price.  Thus if any impact of the announcement of corporate philanthropic activity exists, 

it should be internalized into stock price within the event window. 

This variable log ∆ DJUSEN will consist of the natural log of the daily change (+/ -) in 

the Dow Jones US Oil and Gas Index in order to both (1) compress the variance of the change 

and (2) to provide a baseline for the normal market return for oil and gas firms on a given date.  

Theories such as the EMH state that the returns for all stocks, at best over time, track the market 

index for all stocks (see Appendix 1).  Thus this variable will provide our analysis with a 

baseline for comparison of abnormal (or excess) returns to the share price as a result of the 

event. 

Education, ahpcd, health, and disaster relief are dummy variables for the type of 

event in question. They are a series of dummy variables which turn from zero to one when a 

philanthropic donation corresponding to that particular type occurs.  Type dummy variables will 

allow our analysis to measure the difference in return for philanthropic events of different types 

over a baseline category, in this case disaster relief. Many corporations have developed and in 

some cases branded their philanthropic activity for public relations and communications 

purposes based upon market research that indicated certain types of philanthropy resonate with 
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consumers and shareholders more than others.  Empirical results provided by Hall & Rieck also 

confirm this. Thus, one would hypothesize that certain types of philanthropy will yield greater 

excess returns than others.   

Local/regional, national, and global are dummy variables for the scope of the grants 

being made. They are a series of dummy variables which measure the difference in return for 

philanthropy designated for different recipient locations over a baseline location. One might 

hypothesize that investments which are wider in scope (or affect more people) will have a 

greater impact on share price.  Conversely, one could also imagine that global investments may 

provide the lowest return because they do not target an investing populace. As such one might 

expect nationally-focused events, or even local/regional events to yield a larger positive effect 

on share price. Consequentially, global programs will be the baseline for scope regression. 

Selection for the nine-event subset was completed according to the following 

methodology.  First, the largest event in each of the four event type categories was selected 

(event 16 for education; event 31 for ahpcd; event 13 for health; event 39 for disaster relief). 

Second, the second largest event observed in each category was included so long as it differed 

in scope from that previously included. Although in some cases this was not the second largest 

event in each category, giving precedence to the consideration of scope helped resolve any 

concerns about multicolinearity.  The minimum sized event was included as well.  

Consequentially, every quintile of event size from the larger sample is represented in the subset.  

Three events have been taken from 2006, five from 2007, and one from 2008. The under 

representation of 2008 in the subset is not considered a concern because, as Appendix 4 

demonstrates, the market for crude was characterized by high price volatility and as such 2008 

results may not be consistent with previous years’ results.  
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Table 4: Cross-Section of Sub-Sample Events 
 

Event 
 

Amount 
 

Type 
 

Date 
 

Scope 
 

 
Event 16 125,000,000 education 3/9/2007 national 

     
Event 31 16,600,000 ahpcd 12/10/2007 loc/reg 

     
Event 26 13,200,000 education 8/29/2007 loc/reg 

     
Event 13 10,000,000 health 12/14/2006 global 

     
Event 29 5,000,000 ahpcd 10/26/2007 national 

     
Event 39 5,000,000 disaster relief 9/15/2008 loc/reg 

     
Event 7 1,500,000 disaster relief 6/9/2006 global 

     
Event 18 1,000,000 health 3/20/2007 loc/reg 

     
Event 2 
 

12,000 
 

education 
 

   2/23/2006 
 

national 
 

 

Table 5: Descriptive Statistics of Event Subset by Type 

  Grant Type N Mean Median Max 2nd Obs Min 
              
       
  Education 3 46,070,667 13,200,000 125,000,000 13,200,000 12,000 
       
  AHPCD 2 10,800,000 n/a 16,600,000 5,000,000 5,000,000 
       
  Disaster Relief 2 3,250,000 n/a 5,000,000 1,500,000 1,500,000 
       
  Health 2 5,500,000 n/a 10,000,000 1,000,000 1,000,000 
       
  Sub-set Total 9 19,701,333 5,000,000 125,000,000 n/a 12,000 
              

 

Much like the full sample of events, the subset also demonstrates a positive skew, with 

an average event size of $19.7 million but a median of $5 million.  Both of these numbers 
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represent increases over the full sample as a result of the event selection methodology discussed 

above.  Six of the events in the subset are larger than median of the full sample which is 

consistent with the hypothesis that larger events would be more likely to invoke an excess 

return than smaller events.  To maintain consistency with the full sample of events, the subset 

also contains a greater number of education events than any other type.   

Three education events are included in the subset. Event 2 occurred on 2/23/2006 in 

the amount of $12,000 for a series of three Mobil Delvac scholarships ($4,000 each) to support 

students wishing to pursue agricultural studies at an accredited US university.  Event 16 

occurred on 3/9/2007 in the amount of $125,000,000 for the support of NMSI in US public 

schools. It is interesting to note that this event was the announcement of the establishment of the 

program in its entirety, and does not represent an immediate expenditure of any of its funding. 

The first such announcement of the disbursement of NMSI funding was event 26 which 

occurred on 8/29/2007. It was an award in the amount of $13,200,000 to the state of Virginia to 

implement Advanced Placement (AP) mathematics courses in school districts that had not 

previously been able to finance them.  It will be interesting to discover whether the market 

responded to the announcement of the program, the first payment delivery, both, or neither. 

This subset of events contains two ahpcd grants of this type. Event 29 occurred on 

10/26/2007 in the amount of $5,000,000 for the restoration of Ford’s Theater, a national 

landmark, in Washington, D.C, and was therefore considered to be national in scope.  Event 31 

occurred on 12/10/2007 in the amount of $16,600,000 for support of the United Way of the 

Houston and Baytown, Texas, areas to assist its local program beneficiaries. 

In recent years there have been numerous catastrophic events around the world so 

significant that corporations have responded in order to fill the gaps in national and international 
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relief, recovery, and reconstruction efforts. As a result, two disaster relief events are contained 

in the subset.  Event 7 occurred on 6/9/2006 in the amount of $1,500,000 for reconstruction 

efforts following a devastating earthquake in Yogyakarta and Central Java. Event 39 happened 

on 9/15/2008 for $5,000,000 in response to Hurricane Ike’s destruction in the Gulf region. 

Two health events are also included in the subset. Publicized health events typically 

involve support for ExxonMobil’s signature Africa Health Initiative.  One example of this is 

event 13, dated 12/14/2006 in the amount of $10,000,000. Like the NMSI education grant 

discussed above, this too was announcement of the intention to continue funding numerous 

public health interventions across Africa with a special emphasis on preventing malaria among 

pregnant women and children.  Event 18 occurred on 3/20/2007 in the amount of $1,000,000 for 

the purchase of a new helicopter for the Memorial Hermann Life Flight of Houston, Texas, to 

transport local residents during medical emergencies. 
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Empirical Results 

The first regression results (Table 6) highlight individual regressions of the nine events 

in the sub-sample.  They have been presented together for the sake of simplicity. While event 

numbers indicate their occurrence chronologically, events are listed in descending order, from 

largest financial amount to smallest. Intuitively it was hypothesized that larger philanthropic 

events would be more likely to affect stock price, but the results show that larger events did not 

invoke the hypothesized effect. 

Quantity itself appears to play little role in determining whether an excess return 

accrues to ExxonMobil stock price.  Even in the one significant event, Event 18, the event itself 

is only significant at the 90% confidence interval and contributed just 1.41% excess return to 

the logged change in daily stock price.  Of greater surprise is the fact that in almost one-half of 

the events in the sub-sample, there was a small, non-significant, negative return to stock price.  

While statistically insignificant, this could indicate that the class of investors which invests in 

ExxonMobil stock may view socially responsible corporate philanthropy as a misappropriation 

of capital, or that certain types or scopes of philanthropy may have different repercussions for 

stock price. Based upon the results of this study, no conclusion concerning investors’ 

perceptions of these philanthropic events can be reached with any certainty.  

Events were not the only independent variable to be contained in this first set of 

regressions. The logged daily change of the DJUSEN was also included in each of the nine 

individual event regressions, results of which have been presented in Table 7 on page twenty-

five.  Again, these results are largely insignificant and alternate between positive and negative 

signs. The only significant result for DJUSEN occurs during event 39.  
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Table 6: ExxonMobil Philanthropy Regression Results by Event 

   Dependent Variable: 
          Explanatory Variables 
 

      Change in Logged XOM Price  
 

         --------Coefficient-------- 
          ----(Standard Error)---- 
           (a)          (b)  
Event 16:    $125 million announcement for national education  -0.0089  
    (0.0087)  
      
Event 31: $16.6 million to United Way of Houston/Baytown   -0.0071  
    (0.0112)  
      
Event 26 $13.2 million to Virginia for A.P. math   0.0141  
    (0.0104)  
      
Event 13 $10 million announcement for malaria in Africa   -0.0019  
    (0.0087)  
      
Event 29 $ 5 million for Ford’s Theater renovation   0.0102  
    (0.0102)  
      
Event 39 $5 million for Hurricane Ike relief in Gulf region   0.0028  
    (0.0103)  
      
Event 7 $1.5 million for Indonesian earthquake relief   -0.0117  
    (0.0143)  
      
Event 18 $1 million for hospital helicopter purchase   0.0141*  
    (0.0087)  
      
Event 2 $12,000 in agriculture scholarships   0.0016  
    (0.0092)  
           

 

*Significant at 90% Confidence Interval 

Results derived from 180 day (+2) Estimation 
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Table 7: Results for Event Regressions for DJUSEN Independent Variable 

               Dependent Variable: 
Explanatory Variables 
 

        Change in Logged XOM Price 
 

             --------Coefficient-------- 
              ----(Standard Error)---- 
         
(a)   (b) 

    
DJUSEN during Event 16 Window  0.0462 
   (0.0661) 
    
DJUSEN during Event 31 Window  -0.0726 
   (0.0803) 
    
DJUSEN during Event 26 Window  -0.0691 
   (0.0806) 
    
DJUSEN during Event 13 Window  0.0278 
   (0.0616) 
    
DJUSEN during Event 29 Window  -0.035 
   (0.0798) 
    
DJUSEN during Event 39 Window  0.5157*** 
   (0.0518) 
    
DJUSEN during Event 7 Window  0.0071** 
   (0.0033) 
    
DJUSEN during Event 18 Window  0.0393 
   (0.0674) 
    
DJUSEN during Event 2 Window  -0.0046 
   (0.1549) 
        

 

*** Significant at 99% Confidence Interval          

** Significant at the 95% Confidence Interval 

Results derived from 180 day (+2) Estimation Windows 

 
25 

 



Unfortunately, as Appendix 4 demonstrates, event 39 occurred in 2008 during a time of 

high crude market volatility. Further, the philanthropic event in question was geared toward 

relief from an event which also seriously impacted ExxonMobil’s operations within the impact 

zone. It is likely that other events from the sample which occurred during late 2008 would be 

characterized by high correlation between share price and the petroleum industry average, as 

crude futures reached an all-time high during this period. While the correlation coefficient 

between them was 0.6 in the 180 days before Event 39, in the thirty days preceding it was even 

higher, with 73% of the variance in the logged difference in closing stock price explained by the 

movement of the industry index. For the entire sample of 41 events, however, the industry index 

has much weaker 0.08 correlation. This should come as no surprise as ExxonMobil consistently 

and substantially out-performed its peer group and other market indexes.  Recall that both the 

S&P and DJI depreciated considerably over this time period, losing 24% and 14% of their 

value, respectively, while ExxonMobil appreciated approximately 33%. While lacking 

explanatory value during seven of nine subset events, the DJUSEN was significant over the 

entire period, with a t-value of 2.15.  

Having established that neither the events in the sub-sample nor the industry index was 

particularly useful in explaining the variance of the logged daily ExxonMobil stock price, the 

type and scope of all events will now be considered. Results of these two regressions are 

presented in Table 8 on the following page and were conducted using an aggregate variable that 

included all philanthropic two-day event windows coded for type and scope. 
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Table 8: Results of Event Regressions by Event Type and Scope 

   Dependent Variable: 
Independent Variables 
 

  Change in Logged XOM  Price  
 

  --------Coefficient-------- 
   ----(Standard Error)---- 
           (a)    (b)  
From Regression 2, baseline Disaster Relief      
 
Education   0.0025  
    (0.0032)  
      
Ahpcd    0.0047  
    (0.005)  
      
Health    0.0034  
    (0.0059)  
From Regression 3 ,baseline Global      
 
Local/Regional    0.0041  
    (0.0035)  
      
National    0.0017  
    (0.0039)  
      
DJUSEN    0.0072**  
    (0.0033)  
            

 

**Significant at 95% Confidence Interval 

These two regressions includes all 41 events 
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As Table 8 demonstrates, neither event type nor scope has any significant impact upon 

the movement of ExxonMobil stock price.  Education, ahpcd, and health have small, positive, 

non-significant effects on stock price when disaster relief is used as the baseline.  At the same 

time, the industry index displays a small, positive, significant impact on stock price across the 

forty-one event sample.  In specific, a one percent increase in the logged industry index yields a 

0.7% increase in the price of ExxonMobil common stock across the 41 events. This result is 

identical to that of the DJUSEN over the 41 event sample, as in these regressions type and scope 

dummy variables replace events within the event and estimation windows.  

In the case of event scope, local /regional and national events displayed small, positive, 

non-significant impacts on stock price when global programs were used as a baseline. This is 

somewhat surprising considering two of ExxonMobil’s best known corporate initiatives are 

global in scope and are highly publicized by the company.   
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Discussion 

Overall, the results of the three different regressions did not provide evidence that a 

significant, short-term return accrues to shareholders of ExxonMobil common stock as a result 

of its philanthropic activities.  This neutral effect indicates that the market, at least in the short-

term, is indifferent about its corporate philanthropy but this does not preclude the long-run 

reputation benefits which may accrue to ExxonMobil as a result of these activities.  

Unlike the Hall & Reick study cited earlier, the results of this analysis indicate that 

there is no material effect on ExxonMobil stock price due to its philanthropy. Secondary issues 

of magnitude are, therefore, of little concern.  The DJUSEN, however, does have a statistically 

significant impact, with each 1% increase in the index yielding a 0.7% increase in 

ExxonMobil’s share price.  This conforms to the initial hypothesis that the company’s share 

price should positively track the industry index to some degree, especially considering it itself is 

one of the components. Recall that the DJUSEN increased in nominal terms two percent over 

this period, while ExxonMobil share price increased thirty-three percent. However, as for the 

question as to whether its socially responsible corporate behavior might have contributed to 

these above-market returns, there is no conclusive empirical evidence that CSR played any 

direct role. 

Thus, in terms of hypothesis tests, we reject all of the null hypotheses which stated 

event size, type, and scope affect stock price.  Furthermore, there is no discernible difference 

between the announcements of available funds within the sample and the actual disbursements 

of said funds. 
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These results do conform to the empirical findings of earlier studies.  Just as 

McWilliams, Siegel, & Wright found in their study on the strategic implications of CSR, none 

of these events displays a statistically negative effect on the firm’s financial return. Thus, we 

can say that while short-term positive excess returns to share price do not appear to occur, 

ExxonMobil is not significantly damaging its short-term financial performance in any way and, 

in fact, may actually benefit in the long run from the reputation credits which accrue to socially 

responsible firms.  As Roberts & Dowling concluded, reputation-building activities with no 

positive impact on current financial performance can still be critical as they generate reputation 

assets that allow above-average profits to persist over time.  The possibility remains that 

philanthropy, instead of explaining short-term returns, might actually explain some of the 

excess return to ExxonMobil share price over the long-run. A subsequent study would be 

appropriate to test this new hypothesis. 

While it is not possible with the data at hand to draw the following conclusion, another 

interesting hypothesis which may be tested in the future and that may have contributed to these 

results would focus on socially responsible investors (SRIs) and their response (or lack of 

response) to ExxonMobil’s philanthropic behavior. The results we are witnessing may be a 

consequence of their inability to respond to its philanthropy because they are barred by their 

charters from investment in extractive industries.  One might consider examining the elasticity 

of demand which SRIs demonstrate for ExxonMobil common stock as compared with that of 

WalMart in response to these types of philanthropic announcements. One might hypothesize 

that their demand for ExxonMobil stock is much more inelastic and as such we witness little 

effect on its price. 
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Further analysis of CSR should consider adopting the event study methodology 

presented in this document because it allows for a much more granular level of analysis than 

that provided by regression techniques utilizing CSR rankings and indices.   Future study would 

benefit from a number of refinements, among them increasing the sample size of events both 

from the company under discussion and from other firms in the industry to determine whether 

these results have internal validity within the oil and gas industry as a whole, or whether issues 

of scale may exist. Additionally, events from companies in other industries could also be 

included to determine whether petroleum industry results have external validity or whether 

certain industry-specific effects exist. 

In conclusion, the empirical results of this analysis indicate that philanthropy conducted 

by corporate foundations is less self-serving than many cynics presume. Much to the benefit of 

society, corporations such as ExxonMobil are not disinclined to spend their earnings on social 

programs, a remarkable fact considering the tens of billions of dollars it is taxed each year. 

Recognizing that corporations have no control over how their taxes are spent (and thus gain no 

“credit” from paying them), government could consider forming public-private partnerships 

with corporations to complete major projects.  This strategy would allow corporations to 

“brand” their increased tax burdens as they feel fit, while garnering the reputation credit 

amongst consumers and communications materials they seek as demonstrated by their 

philanthropic initiatives.  Framing the need for increased taxation as public-private partnerships 

could be useful to corporations, improve tax compliance, and reduce the need for yet more 

borrowing on the federal level to finance stimulus plan projects. 
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Appendix 1: Daily Adjusted Closing Price of XOM Stock and DJUSEN Index 
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Appendix 2: DJUSEN Components by Stock Symbol (n=97) 

          
APA CVX HAL OII SPWRB 
APC CXO HERO OIS SUN 
ARD DNR HES OXY SWN 
ATLS DO HK PDE TDW 
ATW DPTR HLX PKD TSO 
BBG DRC HOC PTEN TTI 
BHI DRQ HP PVA UNT 
BJS DVN IO PXD UPL 
BRS EAC KEG PXP VLO 
BRY EOG KWK RDC WFT 
CAM EP ME RIG WLL 
CHK ESLR MRO RRC WTI 
CKH ESV MUR SD XCO 
CLB EXH NBL SFY XEC 
CLR FST NBR SGY XOM 
COG FTI NE SII XTO 
COP FTO NFX SLB XTXI 
CPX GDP NOV SM  
CRK GLBL NR SPN  
CRZO GW OGE SPWRA  
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Appendix 3: 41 Events in Chronological Order 

Event 
 

Amount 
 

Type 
 

Date 
 

Scope 
 

1 2,500,000 education 2/6/2006 national 
2 12,000 education 2/23/2006 national 
3 250,000 education 4/3/2006 loc/reg 
4 30,000,000 education 4/14/2006 national 
5 20,000 education 5/15/2006 national 
6 250,000 education 5/19/2006 loc/reg 
7 1,500,000 disaster relief 6/9/2006 global 
8 10,000,000 education 7/19/2006 loc/reg 
9 1,000,000 ahpcd 7/27/2006 national 

10 1,000,000 education 10/13/2006 national 
11 2,000,000 ahpcd 11/8/2006 loc/reg 
12 270,000 education 11/30/2006 national 
13 10,000,000 health 12/14/2006 global 
14 5,000,000 education 1/19/2007 global 
15 1,000,000 health 2/2/2007 global 
16 125,000,000 education 3/9/2007 national 
17 1,000,000 education 3/12/2007 national 
18 1,000,000 health 3/20/2007 loc/reg 
19 140,000 education 4/9/2007 loc/reg 
20 225,000 education 4/18/2007 national 
21 4,000,000 health 4/25/2007 global 
22 33,000,000 education 5/2/2007 national 
23 265,000 ahpcd 6/1/2007 loc/reg 
24 340,000 ahpcd 6/5/2007 loc/reg 
25 25,000 education 6/21/2007 national 
26 13,200,000 education 8/29/2007 loc/reg 
27 1,000,000 education 9/24/2007 global 
28 2,240,000 ahpcd 10/13/2007 loc/reg 
29 5,000,000 ahpcd 10/26/2007 national 
30 1,400,000 ahpcd 12/4/2007 loc/reg 
31 16,600,000 ahpcd 12/10/2007 loc/reg 
32 1,750,000 education 12/20/2007 national 
33 50,000 ahpcd 1/29/2008 loc/reg 
34 10,000,000 health 4/9/2008 global 
35 225,000 education 4/14/2008 loc/reg 
36 36,000,000 education 4/28/2008 national 
37 3,500,000 health 8/11/2008 global 
38 1,500,000 disaster relief 9/7/2008 loc/reg 
39 5,000,000 disaster relief 9/15/2008 loc/reg 
40 250,000 disaster relief 9/23/2008 loc/reg 
41 
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Education 

 
10/2/2008 

 
loc/reg 

 
 



 
39 

 

                                                                                                                                                                              
Appendix 4: Logged Variance of XOM and DJUSEN Index 
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