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Abstract

The melamine event in China and the plasticizer accident in Taiwan were both major scandals caused by
the unscrupulous suppliers of raw materials causing businesses to suffer heavy losses. These truths highlight
the importance of the social responsibility of the supply chain. From the plasticizer incident in Taiwan we can
see how companies fail to not only fulfill their own social responsibilities, but also fail to expand their
attention to the corporate social responsibility of supply chain which should ensure the safety of their products
and the sustainable development of their own enterprises.
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In this study we adopt the event study approach to analyze the impact of the plasticizer event on the stock
prices of the food and biotechnology industries. Using the empirical results of the impact we tried to
highlight the importance of the test of raw materials and the requirements of the social responsibility that
should be taken by the suppliers. The empirical results have shown that: (1) the plasticizer accident brought
negative impact on the stock prices of the listed companies in both the food and biotech industries. (2) there
exist significant differences between the impacts on the stock prices of low involvement products (food
industry) and high involvement products (biotech industry), which means that the decline of the stock prices
of the companies in the biotech industry is more significant than the declines suffered by companies in
common food industry. The empirical results suggest that the companies operating in high involvement
industries such as biotech industry should be required to have higher security standards. In addition, the
current plasticizer accident also shows the shortcomings of the corporate social responsibilities in the supply
chain of companies in Taiwan.
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