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INTRODUCTION 

 

 

On May 16, 2022, following the full-scale Russian invasion of Ukraine, an American 

multinational fast food chain McDonald’s announced its exit from the Russian market: 

“…we have a commitment to our global community and must remain steadfast in our values. 

And our commitment to our values means that we can no longer keep the Arches shining 

there” [39]. In 1990, the restaurant’s opening in the Soviet Union was perceived symbolic 

[47], marking the end of the Cold War and the beginning of an era of free trade capitalism. 

In the subsequent decades, however, the world has shifted from liberal optimism back into 

the world of geopolitical conflict [26], propelling businesses to adapt to political 

uncertainties by engaging in corporate political activity. The impact of these activities on 

company performance, especially in the current geopolitical climate, is yet uncertain. 

Topic relevance. Corporate political activity (CPA) in the context of the Russo-

Ukrainian war is a novel and actively growing research field. Understanding the origins and 

outcomes of self-sanctions as a type of corporate political activity may help business leaders 

make better strategic decisions, manage risks and improve competitiveness, while 

cooperating with a wide range of domestic and international stakeholders. 

Research object: firm performance outcomes of corporate political activity. 

Research subject: the impact of corporate political activity in the form of voluntary 

divestment from Russia (self-sanctions) on stock returns and net income. 

Methodology. To better capture the broad concept of “company performance” and 

measure outcomes of corporate political activity in response to the Russo-Ukrainian war, 

two methodological approaches are developed: an event study of stock returns and a 

difference-in-differences model of annual net incomes. 
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Research goal: to capture how the corporate political activity of voluntary exit from 

Russia in response to Russian war escalation in Ukraine affected financial performance of 

companies in terms of stock returns and net incomes. 

Research tasks are reflected in the structure of the thesis: 

1.1. Review the theoretical origins of CPA; 

1.2. Review the studies of company performance outcomes of CPA, including those in 

response to the Russian full-scale invasion of Ukraine;  

2.1. Select the data needed for analysis; 

2.2. Develop the event study methodology to calculate abnormal stock returns after 

announcements of exit from Russia of American, Japanese, and Finnish firms across 

multiple industries, over up to two years since announcement; 

2.3. Develop the difference-in-differences (DiD) model methodology to calculate the 

difference of annual net income attributed to the decision to exit Russia, taking into 

account firms’ region, industry, number of local subsidiaries in Russia; 

3.1. Execute the event study and check the results for robustness; 

3.2. Execute the DiD model and check the results for robustness; 

3.3. Synthesize the results and make conclusions about the CPA impact on company 

performance in the context of the Russo-Ukrainian war. 

Novelty: analysis of multiple and longer time periods, multiple countries and 

industries; performance impact discussed though synthesis of stock returns and net income. 

The results of this work suggest that CPA tends to be negatively perceived by the 

market initially. Over time, CPA impacts firms differently, depending on country and 

industry of operation, in some cases significantly improving market performance. In times 

of crisis, CPA can help firms partially alleviate financial losses in terms of net income. 

Keywords: corporate political activity (CPA), company performance, firm 

performance, self-sanctions, Russo-Ukrainian war, corporate geopolitical responsibility  
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СHAPTER 1 

CORPORATE POLITICAL ACTIVITY: LITERATURE REVIEW 

 

 

1.1 Theoretical Discussion of Corporate Political Activity 

 

Corporate political activity (CPA) is a non-market corporate strategy that, at its core, 

involves corporate attempts to influence government policy [30]. However, the realm of CPA 

has been expanding with an increasing number of tools and stakeholders, as firms have used 

CPA to boost competitiveness, tackle environmental, social, governance (ESG) concerns [4], 

and, in the recent years, to deal with increased geopolitical uncertainty [2]. 

CPA is often mentioned in relation to, or synonymously with, related non-market 

strategies, such as corporate social responsibility (CSR), corporate social advocacy, 

corporate activism, political CSR, corporate diplomacy and corporate geopolitical 

responsibility. CSR is known for the integration of social and environmental concerns in 

business operations and stakeholder relations [49]. Corporate activism and corporate social 

advocacy extend beyond CSR, with corporate activism involving declarations of 

controversial political, either progressive or conservative, stances [6]. CPA is seen as a more 

radical extension of CSR, defying consensus in order to drive social change [6], emphasize 

the foremost commitment of the company to their corporate values [38], or, according to a 

more pragmatic and often-cited definition, to develop the firm’s political capital in order to 

“control the firm’s external environment in a way that is favorable to the firm and to reduce 

uncertainties” [52, p. 3359]. 

CPA and CSR are not mutually exclusive and can be related in different ways: 

conducted separately and independent of each another, reenforce each another, substitute 

each another and so on, depending on the firm’s institutional context (i.e., the extent to which 
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the firm is dependent on government for resources and legitimacy, and the number of 

institutions the firm is responsible to) [52]. As CSR and CPA become more complex and 

intertwined, Sun et al. propose a broader concept to combine the two and encompass firm 

interactions with both its social and political stakeholders – corporate socio-political 

engagement (CSPE) [46]. 

In the context of multinational corporations, which have to constantly interact with a 

variety of international stakeholders, arises the concept of corporate diplomacy, defined by 

Ertem-Eray and Ki as “public relations efforts in the host country, aiming to enhance their 

business prospects, foster relationships with foreign publics, and support their home 

countries’ national interests” [15]. This definition acknowledges that corporate diplomacy 

involves the pursuit of strategic business goals as corporations become political agents. In 

the recent decades, propelled by increased geopolitical risks, CPA has been transcending 

national borders, becoming a multi-level, transnational activity [9]. Thus, recent scholarship 

traces the emergence of a further evolution of CPA – corporate geopolitical responsibility 

[38], which fully recognizes corporations as actors on the international political arena. 

The concept of CPA has been explored through various theories, most notably: 

resource dependency theory and the resource-based view (focusing on firms’ resources and 

development of competitive advantage through CPA), institutional theory (studying the 

influence of institutional environments on CPA), stakeholder theory (influence of 

stakeholder interactions) and collective action theory (impact of collective action problems 

on CPA) [33]. The concept of social capital has been widely used to explain the function of 

CPA [43]: companies employ political strategies to build their informal network, gain 

political connections, thus securing access to much needed resources, most of all – “risk 

reduction and superior competitive advantage” [43, p. 278]. In developing economies with 

weaker market-supporting institutions CPA (especially in terms of political connectedness) 

seems to be more effective, stressing the decisive role of the institutional environment in 

corporate political strategies and outcomes [43]. Following this logic, by employing CPA 
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companies take a proactive approach to fill in institutional gaps. Identifying the “institutional 

voids” and proactively responding to them by developing appropriate CPA seems to be 

essential for businesses in emerging economies [31]. 

CPA can involve various strategies, resources, and actors. Rajwani and Liedong 

distinguish three types of CPA strategies: financial, relational, and informational [43]. 

Financial strategies are contributions from the company to political entities (parties, 

politicians); relational strategies involve establishing formal and informal connections with 

politicians; and informational strategies encompass lobbying, petitions and other types of 

communication directed at government agencies to shape their decisions [43]. One aspect of 

CPA that is not considered in the study by Rajwani and Liedong [43] but can be viewed 

under the umbrella of informational strategies is corporate activism, which is explored by 

Blanco et al. [6]. Corporate activism is therein understood as companies aiming to change 

attitudes and behaviors in the wider society in regards to social, political, economic issues 

[6]. The review by Gorostidi-Martinez and Zhao can contribute to this typology by including 

such corporate political strategies as grassroots mobilization, advocacy advertising, political 

education programs [27]. They also find that corporate political strategies can be short-term 

(transactional) and long-term (focused on building lasting relationships, i.e. social capital); 

political strategies can be undertaken individually by the firm or collectively with other 

firms; a company can pursue a political strategy in different roles: as a free rider, a follower, 

a leader [27]. 

CPA has been gaining prominence as tensions escalated among countries around the 

world – the so-called “return of geopolitical risk” [26]. Besides the growing global security 

risk, an ongoing resurgence of populism worldwide poses challenges for businesses, as they 

struggle to develop long-term plans while dealing with the rise of protectionism, global 

logistical disruptions, populist fiscal and monetary policies [44]. Global instability disrupts 

the free trade system, as governments turn to geoeconomic tools (e.g., sanctions and other 

trade barriers) [14]. In this volatile environment enterprises move from “business as usual” 
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to CSR and increasingly towards corporate geopolitical responsibility in order to proactively 

adapt to the contemporary geopolitical risks. 

The shift towards more widespread and far-reaching CPA in the recent decade is 

illustrated by the contrast between the weak reaction of the business community to the 

Russian invasion of Ukraine in 2014 and the corporate condemnation of Russia in 2022 [38]. 

The geopolitical distance of trade has been shrinking since 2017 [24], and the voluntary exit 

of Western corporations from Russia can be seen as part of that trade reconfiguration, a 

“friend-shoring of supply chains to a large number of trusted countries” [3], where business 

community is called to action on par with governments and international organizations to 

manage the ever-increasing geopolitical risks. The emerging trend of corporate geopolitical 

responsibility is explored in the context of the Russo-Ukrainian war by Mavretić and 

Vangeli, who find that companies in 2022 exited from Russia not just to reduce uncertainty 

and abide by international sanctions, but moved far beyond the requirements of sanctions, 

as if imposing “self-sanctions” on themselves [38; 11]. Businesses today may need to affirm 

themselves as responsible geopolitical actors in order to legitimize their operations [38]. As 

best illustrated by the drastically different responses of American and Chinese corporations 

to the 2022 attack on Ukraine, corporate political statements and actions largely depend on 

the company’s geographical location, suggesting that corporations declare their alignment 

with their country’s political position – potentially, to safeguard access to resources and 

ensure favorable regulation [15]. 

At the micro level CPA is not necessarily driven by political convictions of corporate 

decision-makers. Stakeholder pressure seems to play a key part in shaping a firm’s 

(geo)political stance. Most of the responses of the Global Fortune 500 companies to the 

Russian invasion were soft, avoiding a specific condemnation of Russia, emphasized 

humanitarian concerns, and addressed a variety of key stakeholders [50]. In German 

corporations, pressure from external and internal stakeholders, especially the employees, 

played a key role in shaping the responses to the Russo-Ukrainian war escalation [8]. 
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Findings of Deumic and Palmqvist confirm the decisive role of stakeholder influence 

following the full-scale invasion of Ukraine in indirectly impacted companies; yet, in 

directly impacted companies the external factors seem to diminish stakeholder influence 

[12]. However, stakeholders’ pressure may be slightly more pronounced in companies that 

are most severely directly impacted by the war [12]. Yet, companies with stronger ties to the 

Russian market (more employees, taxes paid, revenues earned, assets based in Russia etc.) 

were more likely to divest from Russia later, suggesting that self-interest (specifically, 

aversion to the prospect of considerable financial loss resulting from divestment) prevailed 

over ethical considerations in firm strategic decision making [42]. 

In short, CPA is a non-market strategy concerned with the political environment within 

a firm operates. It has been long used to secure access to resources, build competitive 

advantage, and reduce risk, especially in uncertain regulatory environments. In the recent 

years, CPA has been becoming more international, in response to new geopolitical risks. 

 

1.2 Corporate Political Activity and Firm Performance 

 

CPA can result in a wide range of financial and non-financial outcomes, directly or indirectly 

affecting the company’s short-term and long-term value. Rajwani and Liedong examine 

stock market performance, operating performance, policy performance and find five types 

of firm performance outcomes resulting from CPA in literature: access to finance (e.g., firm’s 

interest rates), trade expansion (sales), operating performance (ROA, ROE, other financial 

indicators from annual financial reports), stock performance (cumulative abnormal returns, 

cost of equity), policy and quasi policy performance (government contracts, bailouts, 

subsidy decisions etc.) [43]. 

CPA is known to reduce risk. Based on the portfolio of US stocks listed on New York 

Stock Exchange, Blanco et al. compare the companies who, from 2014 to June 2022, 
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engaged in corporate activism to those companies that did not, finding that the activist 

companies are associated with lower market risk [6]. 

CPA has been recognized for securing competitive advantage of firms. Dean and 

Brown, based on a sample of US manufacturing firms, suggest that manufacturing firms may 

benefit from promoting environmental regulation to increase the amount of capital required 

for initial investment, thus preventing market entry of new competitors [10]. Adomako et al. 

find that CPA promotes competitiveness in African and Asian firms, possibly thanks to better 

access to information, which plays a crucial role in emerging markets [1]. Frynas and Mellahi 

investigate the Nigerian oil industry and find that firms dealing with political risks can secure 

competitive advantage by dealing with high political risk and actively engaging with their 

wide network of stakeholders in order to manage this risk [21]. However, the competitive 

benefits of CPA seem to be most useful to vulnerable firms, whereas for stable firms it is not 

as effective [34]. 

CPA has been found to encourage innovation. Li et al., based on a sample of Chinese 

listed companies, find that CPA positively affects innovation performance – possibly thanks 

to more secure access to resources [35]. Notably, they also find that a stronger CSR 

engagement weakens the positive innovation impact of CPA, potentially due to these 

strategies following different logics and pulling resources from one another [35]. CPA has 

shown to stimulate radical innovation in the pharmaceutical industry [36]. 

A recurring theme in the study of CPA outcomes is that they are highly dependent on 

specific context. Werner [51] and Minefee et al. [40] utilize the event study methodology to 

measure the abnormal stock returns in reaction to the reveal of covert CPA in terms of 

financial contributions to political organizations. The earlier study found that the market 

reacted positively to the information revealing firms’ contributions to a certain right-wing 

organization [51], whereas the later study replicating and extending it found that, in case of 

contributions to a different right-wing political organization, the market reacted negatively 

[40]. Minefee et al. tie this discrepancy to the different reputations of the two political 
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organizations: the market reacts positively to firm affiliations with reputable political causes, 

viewing it as adding valuable social capital, and affiliations with less reputable causes are 

seen as additional risk [40]. They also find that the market reaction to CPA is more negative 

if it is inconsistent with the political views of the employees, highlighting the role of internal 

stakeholders, and that companies with more previous CSR activities incur less negative 

impact [40]. 

In a systematic review of the relationship between corporate political strategies and 

firm performance in international contexts, Rajwani and Liedong found that CPA, in general, 

affects performance of companies positively, although with notable exceptions mostly in 

developed economies, where CPA has been found to affect firm performance negatively or 

have no impact [43].  

Many studies point to negative outcomes of CPA. A meta-analysis by Hadani et al. 

review 93 US studies on the impact of CPA, focusing on explaining the mixed and negative 

firm outcomes [29]. Their analysis points to mostly weak impact of CPA on firm financial 

performance, although they recognize that the results are context-dependent, and in certain 

contexts CPA can be beneficial [29]. They suggest that adverse effects of CPA on firm 

performance are associated with high influence uncertainty (high uncertainty regarding the 

likelihood of achieving the preferred public policy as the result of CPA) and high public 

policy impact uncertainty (incorrect prediction of the effect of such policy on the firm) [29]. 

Therefore, firms should carefully assess the uncertainty in political environment, specifically 

regarding achieving desired policy outcomes and their impact on the company, before 

executing corporate political strategies. 

In light of the current global geopolitical crisis and, specifically, the Russo-Ukrainian 

war, the phenomenon of self-sanctions has emerged and attracted attention of financial 

researchers. The act of “self-sanctioning” (i.e., voluntarily exiting the Russian market) is a 

particularly interesting instance of CPA, since it seems to go against the logic of profit 

maximization, making its impact on company performance a pertinent research question. A 
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study investigating the stock price reaction to announcements of divestment from Russia 

employed the event study methodology and found that such CPA was mostly followed by a 

negative market reaction, especially for companies that decided to fully withdraw from 

Russia and for those that made their divestment announcements earlier; yet, in the following 

two weeks, the companies tend to recover their losses [25]. 

Patel and Richter, based on a sample of 206 US firms and their financial data from 

September-October 2023, find no significant effect of Russia divestment on firm 

profitability, risk, cost of capital, and liquidity [42], which may indicate financial resilience 

of ethical firms or the existence of unexplored, possibly more long-term, effects on such 

firms. 

Ganesan and Mallapragada investigate the consumer reaction to divestment from 

Russia based on a sample of US public companies and find that companies that announced 

exit from Russia received higher levels of net brand buzz (the proportion of positive 

discussion about the brand on social media), brand consideration (the likelihood of 

consumers choosing the brand), and purchase intent (the likelihood of consumers completing 

the purchase) during the eight-week period after the divestment announcement than during 

the previous eight-week period [22]. The positive consumer mindset effect was especially 

pronounced for companies with a strong ESG reputation, which aligns with the findings of 

Minefee, who found that prior engagement in CSR activities alleviates the negative market 

reaction to CPA [40]. They also uncovered that the companies that made their exit decisions 

following other companies received higher levels of net buzz than the early decision makers 

[22], suggesting that being a follower rather than a leader in corporate political activity might 

reduce risks and lead to better firm outcomes, which is consistent with earlier findings [25]. 

Overall, CPA seems to yield best results for companies in crisis or in an uncertain 

environment. CPA can help companies alleviate risk, become more competitive and 

innovative. However, highly sensitive to specific political contexts, CPA can also lead to 

financial losses. As a currently evolving phenomenon with global economic implications, 
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CPA in the form of self-sanctions warrants further exploration, which is attempted in the 

next chapters of this work. Unlike the previous studies on the topic, the next sections of this 

thesis will empirically explore the impact of CPA in terms of stock returns and net income 

over a longer timespan, taking into account country and industry variations.  
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СHAPTER 2 

CORPORATE POLITICAL ACTIVITY: METHODS AND MATERIALS 

 

 

2.1 Self-Sanctions Dataset Overview 

 

As mentioned in the previous chapter, the impact of corporate political activity on company 

performance in this thesis will be investigated through the phenomenon of corporate self-

sanctions, which gained global prominence since the full-scale invasion of Ukraine in 2022. 

Divestment from Russia in this context is as an instance of CPA. 

The dataset of companies for further study is sourced from the KSE Institute 

“SelfSanctions / LeaveRussia” database, updated as of January 19, 2025 [32]. The database 

tracks the status of foreign companies’ divestment from (or continuing involvement in) 

Russia since the 2022 full-scale invasion of Ukraine, compiling information from multiple 

relevant sources, as well as providing more information on the companies’ operations in 

Russia (number of staff, revenue, assets etc.), making it the most comprehensive publicly 

available database on the topic. The dataset is mostly focused on multinational companies 

operating in Russia with at least around $100 million in global revenue, of which at least 

around 1% coming from Russia [45]. Among other information, the dataset contains the date 

of initial status update (“announcement date”), country of headquarters, number of local 

companies identified in Russia, and industry, which will be used for analysis. 

The KSE database follows a four-category system to classify the extent of companies’ 

involvement in Russia, ranging from “business as usual” to complete exit from the country: 

staying, waiting, leaving, and exited. The full database, as of January 19, 2025, contains a 

total of 4103 companies from 108 countries, with 467 (11%) of the firms exited, 1360 (33%) 

are leaving, 2235 are staying (54%), and 41 (1%) unidentified. 
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Further analysis in this thesis consists of two methodological components: an event 

study and a difference-in-differences (DiD) regression model, for which two different 

subsets of data were prepared based on company selection by the KSE database status. Stock 

market data and financial statement information of the selected companies was extracted 

with the help of Financial Modeling Prep API (FMP API) software, from the US SEC 

EDGAR website, and some data was sourced through a Web search (see Table 2.1). 

Table 2.1 – Overview of data selection 

 Event study Difference-in-Differences (DiD)  

Sourced 

data 

From the KSE database: 

• Companies with KSE status 

“exited”, “leave” and “wait” 

• Initial status update dates 

(“announcement dates”); 

Industry 

From FMP API: 

• Daily adjusted close prices 

From Web search: 

• Historical close prices of 

S&P500 Index [37], Nikkei225 

[18], OMX Helsinki 

Benchmark CAP_GI 

(OMXHBCAPGI) [19] 

From the KSE database: 

• Companies with KSE status 

“exited” and “leave” vs. 

companies with KSE status 

“stay” 

• Country of headquarters; 

Industry; Number of local 

subsidiaries 

From FMP API or, if unavailable, 

from the US SEC EDGAR [48]: 

• Net income, Assets, 

Goodwill 

Limitations Only public companies listed on stock 

exchanges in the United States (S&P 

500), Japan, and Finland, with 

financial data accessible 

Only public companies listed on 

stock exchange, with financial data 

accessible 
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Table 2.1 continued 

Period 2022-2024 (90 days before and 750 

after initial status update of each 

company) 

2019-2024 

Number of 

observations 

75 535 daily observations in total, 

from 132 companies 

1206 annual observations in total, 

from 201 companies, unbalanced 

(contains missing entries) 

Source: summarized by the author 

The logic underlying the data selection will be explained further in the methodological 

sections of this work. 

 

2.2 Event Study Data and Methodology 

 

Event study methodology is aimed to capture the impact of specific events on share prices 

and is often used in studies exploring the implications of corporate political activity [51; 40]. 

This methodology has also been used for investigating corporate exit from Russia since the 

Russian invasion of Ukraine [25], proving the method’s relevance. In this thesis it is 

attempted to build upon the existing event studies of self-sanctions by incorporating a longer 

observation window, multiple countries and industries into analysis. The calculations and 

visualizations for the event study will be performed in RStudio (R version 4.2.1). 

The following event study is focused on “activist” companies, meaning the firms that 

announced their exit from Russia. Those companies are selected by eliminating those with 

“digging in”/”remain in RF” status by KSE from the dataset. A total of 132 “activist” 

companies (96 from the US, 22 from Japan, and 14 from Finland) were selected for further 

analysis. The goal is to measure how the announcement of divestment from Russia affected 
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the stock market performance of companies. Country and industry comparison, and market 

performance will be incorporated into analysis (see Table 2.2). 

Table 2.2 – Event study variables overview 

Variable Description 

ticker Company identifier (stock symbol) 

adjClose Adjusted close price 

date Date 

ad Announcement date (date of “activist” companies announcing exit from 

Russia) 

n Number of days since announcement date (from 90 days before to 750 after 

initial status update of each company) 

return Return of close price 

market_r Market return – close price return of market indexes (S&P500, Nikkei225, or 

OMXHBCAPGI) 

non_act_r Non-activist return – close price returns of “non-activist” companies within 

S&P500 (i.e., S&P500 companies not on the “activist” list) 

country Country of company listing: US (United States), J (Japan), or F (Finland) 

ind0 Industry of a company 

ind Industry group – specific industries in ind0 clustered into larger groups: Tech 

(technology & IT), CG (consumer goods & retail), Tr (transport & 

automotive), Prof (professional services), Indust (industrial & manufacturing), 

Util (utilities), Entmt (entertainment & media), Hspt (real estate, hospitality & 

tourism), H (healthcare & pharma), Agr (agriculture). 

Source: summarized by the author 

Companies from three geographically distant countries were selected. Adjusted close 

price, rather than simple close price, was chosen as the basis for further analysis, since 
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adjustment takes into account various corporate actions affecting the stock price (e.g., 

dividends, stock splits etc.), eliminating irrelevant price distortion and making the data more 

appropriate for historical analysis [23]. Dates are selected to correspond to 90 days before 

and 750 days after the announcement date of each company. The longer the event window, 

the more new information is absorbed by the market, so, naturally, all price movements of a 

stock over time are not solely attributed to the CPA announcement. Here it is assumed that 

at least a degree of influence of the decision to exit Russia on a firm’s stock price may persist 

long-term, reflecting the firm’s market position, strategic direction, operational or other 

characteristics that have led to the decision to engage in CPA. Most companies in the sample 

(69%) announced their exit from Russia on March 31, 2022. Returns are calculated simply 

by subtracting the previous price from the current price and dividing the difference by the 

previous price. The returns are concentrated around zero, with noticeable outliers among 

US-based companies (see Figure 2.1). 

 

Figure 2.1 – Stock return distributions of “activist” firms by country 

Source: created by the author 
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Larger industry groups (“ind” from “ind0”) were created to limit the number of 

categorical variables, facilitating computation. Industry composition of the prepared sample 

by country is illustrated in Figure 2.2: 

 

Figure 2.2 – Distribution of “activist” firms by industry & country 

Source: created by the author 

For the S&P500 (US) stocks, the S&P500 index return is the market return. Nikkei225 

returns are taken as the market returns for the Japanese stocks, and OMX Helsinki 

Benchmark CAP_GI returns are the market returns for the Finnish stocks. 

The general underlying trend of sampled returns over time can be captured via a 

generalized additive model (GAM) with a penalized cubic regression spline [16]. GAM 

plotting average returns of “activist” S&P500 companies against the average return of “non-

activists” reveals a slight underperformance of “activist” firms in the beginning of 2022 

turning into slight overperformance compared to the “non-activists” later on (see Figure 2.3). 
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Figure 2.3 – Stock return trends (generalized additive model) of “activist” vs “non-

activist” companies in S&P500 over time 

Source: created by the author 

This visualization hints that companies might indeed have used CPA to tackle their 

increased vulnerabilities in that period, resulting in later performance improvement. 

However, the preliminary evidence is far from definitive, calling for further investigation 

through the event study. 

At the core of the event study attempted in this work is the hypothesis that the 

announcement of exit from Russia, as an expression of CPA, had an effect on stock 

performance of “activist” companies. To measure that effect, stock prices before the event 

(during the estimation window) are examined, and expected future returns (during the 

event/observation window) are calculated based on that past data. There are multiple 

approaches to calculating the expected return within the event study methodology. In this 

thesis, the widely used market model [41] is chosen (see Equation 2.1): 

 

𝐸𝑅𝑖,𝑛 = 𝛼𝑖 + 𝛽𝑖 ∙ 𝑅𝑚𝑛 + 𝜀𝑖,𝑛 ,  (2.1) 
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where 𝐸𝑅𝑖,𝑛 is the expected return of ticker i at n days since announcement; 

𝛼𝑖 is the intercept, reflecting the average stock return not associated with the market; 

𝛽𝑖 is the coefficient capturing the stock’s sensitivity to the market movements; 

𝑅𝑚𝑛  is the market return at n days since announcement; 

𝜀𝑖,𝑛 is the residual term. 

Estimation window of n ∈ [-90; -5] is selected. Multiple observation windows are 

explored, from n ∈ [0;1] and to up to n ∈ [0; 750]. The estimation window is significantly 

smaller compared to the observation window. A narrower observation window was chosen 

due to limited predictive capacity of past returns in the fast-changing market environment at 

the beginning of the Russian invasion of Ukraine in 2022. 

Following the market model presented above, the return of a stock is expected to be 

largely in line with the market. The difference between the expected return based on past 

data (predicted by the market model in Equation 2.1) and the actual return after the 

announcement (return) is the abnormal return (AR = return – ER), and it is assumed to be 

resulting, at least in part, from the announcement. Since the abnormal returns of multiple 

stocks are found, average abnormal return (AAR) is calculated for each day since 

announcement (n). To evaluate the cumulative effect of the announcement on stock prices 

over a period of time, cumulative average abnormal return (CAAR) is calculated by summing 

up the abnormal returns over time. 

Thus, positive CAARs of “activist” companies after their announcement of divestment 

from Russia would capture stock price gains associated with CPA, while negative CAARs 

would, vice versa, represent price losses. The results of this event study will be reviewed and 

robustness-checked in section 3.2.1 of this thesis. 
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2.3 Difference-in-Differences (DiD) Data and Methodology 

 

To complement the study of stock market performance of “activist” companies described in 

the previous section, other aspects of company performance will be investigated using a 

different methodological approach – a difference-in-differences (DiD) model. Here, 

financial performance of “activist” companies (i.e., firms with the KSE status “exit”/”leave”) 

will be compared to financial performance of “non-activist” companies (KSE status “stay”). 

A stricter definition of “activist” than in the event study is used here to isolate pure cases in 

each group and limit overlapping characteristics between them as much as possible. The aim 

of using the DiD method in this thesis is to locate meaningful differences in terms of financial 

performance (by financial statement data) between the corporate “activists” vs. “non-

activists” since when the “activists” engaged in CPA. The results of the comparison will, 

presumably, shed light on how corporate political activity is associated with financial 

performance of firms. 

The DiD model will be executed using EViews 8 software; data visualizations and 

some statistical tests will be performed in Python. The variables considered in the model 

design are outlined in Table 2.3. 

Table 2.3 – DiD model variables overview 

Variable Description 

TICKER Company identifier (stock symbol) – same as in Table 2.2 

STATUS Activist status (dummy variable, where exit/leave = 1, stay = 0) 

YEAR Year of financial reporting, from 2019 to 2024 

POST Post – dummy variable for data since 2022: 1 if year ∈ [2019, 2021]; 

0 if year ∈ [2022, 2024] 
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Table 2.3 continued 

IND Industry group, same as in Table 2.2: Tech (technology & IT), CG 

(consumer goods & retail), Tr (transport & automotive), Prof 

(professional services), Indust (industrial & manufacturing), Util 

(utilities), Entmt (entertainment & media), Hspt (real estate, hospitality & 

tourism), H (healthcare & pharma), Agr (agriculture) 

REG Region (country groups) of company headquarters: USA, GB (Great 

Britain), EUR (Europe: Ireland, Germany, Netherlands, Sweden, 

Switzerland, Czech Republic, Norway, Italy), CAN (Canada), BR 

(Brazil), AUS (Australia), Asia (Japan, China, Taiwan, South Korea, 

India, Israel) 

LOCALSUB Number of subsidiaries in Russia 

NETINCOME Net income from income statement, in USD million 

ASSETS Total assets from balance sheet, in USD million 

GOODWILL Goodwill from balance sheet, in USD million 

ROA Net income to assets ratio 

GA Goodwill to assets ratio 

Source: summarized by the author 

A total of 201 companies were selected: 152 “activists” (status = 1) and 49 “non-

activists” (status = 0). As mentioned before, in this part of the thesis two polarities 

(exited/leaving companies vs. “business-as-usual” companies from the KSE database) are 

investigated, eliminating in-between cases. Net income is the target financial performance 

indicator in the model, since it is a fundamental financial metric reflecting the actual 

profitability of a company after taxes, which can reflect the firm’s position in its regulatory 

environment, making it more relevant in the context of CPA than revenue or operating 

income. A higher number of subsidiaries may signify higher extent of involvement in Russia, 

potentially implying greater losses from corporate political activity. Industry and region 
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control variables are aimed to capture inter-industry and inter-region variations. Including 

assets as control variable will help take company size into account. Companies with high 

goodwill might ascribe greater value to their reputation, have a more loyal customer base 

etc., which may also influence the outcome of corporate political activity on firm 

performance. ROA and GA ratios serve as more normalized measures of assets and goodwill. 

Before proceeding with model execution, the prepared dataset has been examined for 

statistical characteristics that can be relevant to the design and interpretation of the model 

(see Figures 2.4 – 2.7). 

Figure 2.4 – Net income by goodwill, assets & status scatterplot 

Source: created by the author 

It can be immediately noticed that the biggest companies by net income, assets, and 

goodwill in our sample are “activists”. One obvious flaw of the dataset is the quantitative 

disbalance between “activist” and “non-activist” companies: only 15% of the sample are the 

firms that decided to stay in Russia. The bias towards “activist” companies can be attributed 

to the fact that the data search was limited to listed companies, which are naturally more 

susceptible to public scrutiny and thus, presumably, are more likely to respond to public 

pressure to divest from Russia. 
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Overall, net income is distributed in a bell-like shape around zero, with significant 

outliers noticeable (see Figure 2.5). 

 

Figure 2.5 – Net income distribution by year & status 

Source: created by the author 

The dataset is also significantly skewed towards US tech companies (see Figure 2.6). 

The US and Asian tech giants are the overperforming outliers in the dataset. 

 

Figure 2.6 – Net income distribution by region & industry 

Source: created by the author 
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Net income, in line with economies of scale, moderately positively correlates with 

assets and goodwill (see Figure 2.7). Goodwill and assets are, naturally, also correlated. To 

limit multicollinearity, as well as to use more normalized indicators of firm performance, 

ROA and GA ratios instead of absolute values of assets and goodwill will be mostly used 

going forward. Other than that, no significant correlations between dependent variables are 

observed. 

 

Figure 2.7 – Pairwise variable correlations 

Source: created by the author 

The hypothesis behind the DiD model presented in this section is that the decision of 

“activist” firms to withdraw from Russia in 2022 affected their financial performance, as 

compared to “non-activist” firms that decided to stay. The DiD approach, in essence, is a 

combination of before-after and treatment-control group comparison, which allows to assess 

the impact of a certain treatment on a group more accurately, making it a popular research 

tool [20]. In our case, the treatment is the application of CPA (firm’s withdrawal from Russia, 
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i.e., self-sanctions). Thus, a DiD linear regression exploring the financial implications of 

CPA is formulated as follows (see Equation 2.2): 

 

𝑁𝑒𝑡𝐼𝑛𝑐𝑜𝑚𝑒 = 𝑐 + 𝛽1 ∙ 𝑆𝑡𝑎𝑡𝑢𝑠 + 𝛽2 ∙ 𝑃𝑜𝑠𝑡 + 𝛽3 ∙ (𝑆𝑡𝑎𝑡𝑢𝑠 ∙ 𝑃𝑜𝑠𝑡) + 𝛽3+𝑖𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑖  +  𝜀𝑖,

 (2.2) 

 

where NetIncome, Status, and Post are the corresponding variables from Table 2.3; 

c is the intercept, reflecting average net income of “non-activist” companies; 

β1 is the coefficient capturing the baseline net income difference between “activists” 

and “non-activists” before 2022; 

β2 is the “time effect” coefficient capturing the net income difference before and 

after 2022; 

Status ∙ Post is the interaction term, a dummy variable for “activist” companies since 

2022; 

β3 is the key DiD coefficient, illustrating the effect of “activist” status on the net 

income change over time, isolated from the impact of general differences between 

“activists” and “non-activists” and from the time effect; 

Controli are control variables; 

β3+i are coefficients for the effects of corresponding control variables; 

𝜀𝑖 is the error term. 

As described above, the key metric by which the impact of CPA on financial 

performance in this model will be judged is the β3 (STATUS∙POST) DiD coefficient, 

indicating, if statistically significant, the impact of CPA on firms’ net income. β1 (STATUS) 
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coefficient, if positive and significant, would capture the phenomenon of self-selection bias 

of “activist” firms: more profitable companies are, naturally, better positioned to spend on 

political activity, buffered against potential CPA-related losses, and thus might be more 

likely to engage in CPA. β2 (POST) coefficient, if significant, could hint at the impact of the 

post-2022 geopolitical and economic climate on firm financial performance. 

Control variables mentioned in Table 2.3 will be included in the model in order to 

improve the robustness of the model, based on their theoretical and statistical merit. Control 

variable selection is based mostly on such criteria: adjusted R-squared, Akaike info criterion, 

F-statistic and p-values, Jarque–Bera test. 

After examining the correlogram of the independent variable (Figure 2.8), it has been 

decided to include two lags of net income in the model to control for autocorrelation. This 

way, we acknowledge that a firm’s financial performance is linked with its financial 

performance in the previous two periods. 

 

Figure 2.8 – Correlogram of net income 

Source: created by the author 

The preliminary model specification moving forward includes the following control 

variables: first and second lags of NETINCOME, ROA, GA, LOCSUB, dummies created 
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from REG and IND variables: REG_USA, REG_EUR, REG_CAN, REG_Asia, IND_Tech, 

IND_Util, IND_Indust, IND_H, IND_Entmt. 

Since we are dealing with a panel dataset of companies from different countries and 

industries, heteroskedasticity across firms is expected, as confirmed by White test results 

(Figure 2.9): 

 

Figure 2.9 – White test for heteroskedasticity 

Source: created by the author 

This issue could be dealt with by introducing firm fixed effects to the model, but, since 

the dataset contains only 6 annual observations for each firm and has missing observations, 

fixed effects calculations result in near-singular matrix errors. 

Thus, the following adjustments are applied to account for cross-firm 

heteroskedasticity: GLS cross-sectional weights (correcting for different variance across 

firms by giving more weight to firms with lower variance) and White period robust standard 

errors with degrees of freedom correction (accounting for serial firm-specific correlation, 

with small-sample bias adjustment), resulting in a feasible (weighted) generalized least 

squares (FGLS) model [17]. 
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The application of GLS weights and robust errors improved the fit of the model (see 

Figures 2.10 – 2.11): 

 

Figure 2.10 – Residuals histogram and Jarque-Bera test before model respecification 

from OLS 

Source: created by the author 

The Jarque-Bera test indicates significant improvement, although the distribution of 

residuals is still non-normal (see Figure 2.11). 

 

Figure 2.11 – Residuals histogram and Jarque-Bera test after model respecification to 

FGLS with robust errors 

Source: created by the author 
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To normalize the model’s residuals, the inverse hyperbolic sine (IHS or arcsinh) 

transformation is applied to the dependent variable and its lags, where IHS(x) = arcsinh(x) 

= ln(𝑥 + √𝑥2 + 1 ). Unlike the logarithmic transformation, the IHS transformation can be 

used to normalize variables containing a substantial number of non-positive values, as in the 

case of our net income data. The IHS also mends the distortions of heteroskedasticity and 

outliers [5], which are relevant concerns for this sample. Overall, the IHS transformation 

reduces the spread and skewness of net income, allowing for better comparability across 

groups (see Figure 2.12): 

 

Figure 2.12 – Average net income vs. average inverse hyperbolic sine (IHS) of net 

income by year and status 

Source: created by the author 
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The IHS transformation, as shown in Figure 2.13, combined with weights and robust 

errors introduced earlier, helps improve the fit of the model. 

 

Figure 2.13 – Residuals histogram and Jarque-Bera test after model respecification to 

FGLS with robust errors and the IHS transformation of net income 

Source: created by the author 

Upon further model respecification, the residuals are finally normalized (see Figure 

2.14). 

 

Figure 2.14 – Residuals histogram and Jarque-Bera test after model respecification to 

FGLS with robust errors, the IHS transformation of net income, exclusion of GA variable 

Source: created by the author 
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The model benefited from excluding the GA variable, likely because the goodwill 

ratio of a firm shares the heteroskedasticity and outlier distortions with net income. 

Thus, the following control variables are included for the DiD model: first and second 

lags of IHS-transformed NETINCOME, ROA, LOCSUB, dummies from REG and IND 

variables: REG_USA, REG_GB, REG_EUR, REG_CAN, REG_Asia, IND_Tech, 

IND_Indust, IND_H, IND_Entmt. In section 3.2.2 of this thesis the results will be reviewed 

and checked for sensitivity to model specification, including alternative clustering and 

absence of GLS weights. The developed model will capture the impact of CPA (self-

sanctions) on the financial performance of sampled firms since the escalation of the Russo-

Ukrainian war. 
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СHAPTER 3 

THE IMPACT OF CORPORATE POLITICAL ACTIVITY 

 

 

3.1 Event Study Results 

 

The announcements of exit from Russia (“self-sanctions”) were made by firms against the 

backdrop of market anxiety due to the escalation of the Russian invasion of Ukraine. The 

direct impact of the announcement on stock returns is not obvious, highly divergent across 

firms and countries, as seen from the movement of cumulative returns in the first half of 

2022 (see Figures 3.1-3.3). A substantial number of US-based firms that later declared 

divestment from Russia had been declining in stock returns before the outbreak of the full-

scale invasion, likely in anticipation of the Russian attack (see Figure 3.1). 

 

Figure 3.1 – Overview of cumulative stock returns of US-based “activist” firms, with 

announcement dates marked as black squares 

Source: created by the author 
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A similar, although smaller in scope, decline in stock returns preceding February 24th, 

2022, is observed among Japanese firms that later announce divestment (see Figure 3.2). 

 

Figure 3.2 – Overview of cumulative stock returns of Japan-based “activist” firms, 

with announcement dates marked as black squares 

Source: created by the author 

Finland-based stocks were most severely affected by the Russo-Ukrainian war 

escalation, likely due to the country’s proximity to the aggressor country (see Figure 3.3). 

 

Figure 3.3 – Overview of cumulative stock returns of Finland-based “activist” firms, 

with announcement dates marked as black squares 

Source: created by the author 
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Taking into account the general downward trend in all three countries in the beginning 

of 2022, post-announcement abnormal returns described in section 2.2 help isolate the 

impact of CPA announcements on stock prices. In the first two weeks since announcement 

the average abnormal return of US-based stocks tends to be negative but reverses roughly a 

week later (see Figure 3.4). On the 17th day since announcement the CAAR turns positive, 

then slides back, until it recovers again after 43 days. Since then, the CAAR remains positive 

and proceeds with an upward trend, although fluctuating significantly. From this can be 

inferred that exit announcements are immediately met with a negative reaction in 

anticipation of exit-attributed losses. However, this initial reaction is eventually followed by 

a positive price correction, as market absorbs information about the resilience of “activist” 

firms. 

 

 Figure 3.4 – Average Abnormal Return (scatter plot) and Cumulative Average 

Abnormal Return (line plot) of US-based firms since announcement of exit from Russia 

Source: created by the author 

Japanese stocks seem to recover sooner than the American ones: in 15 days the CAAR 

of Japan-based firms turns positive and remains so, yet with a more modest magnitude than 

American stocks, hovering close to zero during the first year since announcement (see Figure 
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3.5). This suggests that Japanese “activist” firms are met with a more reserved degree of 

optimism than American “activist” companies. 

 

Figure 3.5 – Average Abnormal Return (scatter plot) and Cumulative Average 

Abnormal Return (line plot) of Japan-based firms since announcement of exit from Russia 

Source: created by the author 

Finnish firms experience a dramatically different situation(see Figure 3.6). 

 

Figure 3.6 – Average Abnormal Return (scatter plot) and Cumulative Average 

Abnormal Return (line plot) of Finland-based firms since announcement of exit from Russia 

Source: created by the author 



39 
 

The Finnish post-event CAARs stay negative, although appear to be slowly recovering 

after about a year from announcement. This may reflect heightened economic vulnerabilities 

of Finland-based “activist” companies. By referring back to Figure 3.3, one can consider that 

the abnormal returns for Finnish “activist” firms are driven downwards by the magnitude of 

losses set off by the Russo-Ukrainian war escalation on February 24, 2022. Any positive 

impact of CPA in this case might have been overpowered by the general market pessimism. 

Companies seem to be affected by CPA differently depending on their industry. By 

looking at the AARs of US-based firms by industry (selected industries represented by more 

than 5 firms in the sample), one can note that entertainment has the most volatile abnormal 

returns, and consumer goods the least volatile (see Figure 3.7). Publicity-sensitive and less 

stable industries may be to a greater extent affected by CPA. 

 

Figure 3.7 – Average Abnormal Returns of US-based companies since announcement 

of divestment from Russia, by industry 

Source: created by the author 

The industry-specific reactions to CPA are even more clearly illustrated by CAARs, 

which differ considerably over time across industries. Consumer goods demonstrate 
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moderate growth; professional services and transportation seem largely unaffected; tech and 

industrials grow significantly, whereas entertainment and utilities significantly decline (see 

Figure 3.8). Utilities companies, highly sensitive to supply chain disruptions, and 

entertainment firms, highly dependent on public sentiment, seem to be the most vulnerable 

in times of crisis, with their exit from Russia proving to be ineffective or even harmful in 

terms of stock market performance. In contrast, tech and industrials demonstrate an ability 

to persevere and reap benefits post-CPA. 

 

Figure 3.8 – Average Abnormal Returns and Cumulative Average Abnormal Returns 

of US-based companies since announcement of divestment from Russia, by industry 

Source: created by the author 

Finally, a quantitative examination of the event study results will provide a more 

definitive glimpse at the extent of impact CPA might have had on stock returns of “activist” 

companies. The calculations were performed for the three countries over multiple event 

windows to explore the impact of CPA over the short-term (event windows A & B), medium-

term (C & D), and long-term: a year from the estimation window (E), two years (F), and 

over the entire span of 750 days since the announcement (G). Several common event study 

tests were performed over the specified event windows, as discussed in Boehmer et al. [7] 

and Dutta [13], namely: the ordinary cross-sectional t-test, standardized-residual test (Patell 
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Z-test), standardized cross-sectional test (BMP) test, Sign test, and Wilcoxon signed-rank 

test (see Tables 3.1 – 3.3). T-test is the basic measure of statistical significance, Patell Z-test 

checks for statistical significance while taking into account firm-specific variance of 

abnormal returns; BMP test goes further, accounting for event-induced changes in return’s 

variance. Sign test and Wilcoxon test check whether the calculated abnormal returns are 

more positive or more negative than expected by chance, with Wilcoxon test incorporating 

not just the number of positive or negative observations but their magnitude as well. 

For US-based companies the initial reaction to announcements of exit from Russia is 

decisively negative, captured in window B with statistical significance across all tests (see 

Table 3.1). The US market seems skeptical towards CPA initially – although, interestingly, 

the immediate reaction (window A) is not negative, hinting that some companies may have 

experienced a short-term hike in stock returns one day post announcement. 

Table 3.1 – Event study results overview for US-based firms 

Event window 

A 

[0; 1] 

B 

[0; 10] 

C 

[0; 90] 

D 

[0; 120] 

E 

[270; 360] 

F 

[630; 720] 

G 

[0; 750] 

Mean of AAR, 

% 
0.02 -0.22 0.04 0.05 0.02 -0.02 0.03 

CAAR at 

window end, % 
0.04 -2.38 3.55 5.42 2.12 -2.15 23.24 

t-test 

*
*

 f
o

r 
p

 ≤
 0

.0
5

; 
*

 f
o

r 
p

 ≤
 0

.1
 0.2 -1.87* 0.59 0.69 1.18 -0.65 1.07 

Patell Z-test 8.53** -2.28** 1.68* 2.07** 1.67* -1.32 4.4** 

BMP test -1.63 -5.47** 2.76** 2.15** -5.85** -1.46 -3.54** 

Sign test 0.1 -1.84* 1.02 0.82 0.82 -0.41 0.61 

Wilcoxon 

test 
2360 1735** 2531 2512 2573 1973 2564 

Source: summarized by the author 
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In the subsequent windows positive abnormal returns are observed, supported by 

Patell Z and BMP tests, but not sign and Wilcoxon tests, suggesting that the positive 

abnormal returns may be driven by a smaller number of over-performing firms. A negative 

tendency is observed in the later windows (E to G). Specifically, a highly significant negative 

BMP test yet insignificant sign and Wilcoxon again point to over-performing outliers 

potentially skewing abnormal returns to be more positive. 

The post-announcement impact on Japanese stocks is less certain and severe: in 

particular, the initial market reaction (windows A-B) is not statistically significant (see Table 

3.2). A similar pattern with positive abnormal returns yet a highly significant negative BMP 

value as in American stocks occurs in the Japanese sample, suggesting that, although average 

abnormal returns of Japanese “activist” firms are positive, they are driven by a handful of 

successful companies, masking an underlying negative trend. 

Table 3.2 – Event study results overview for Japan-based firms 

Event window 

A 

[0; 1] 

B 

[0; 10] 

C 

[0; 90] 

D 

[0; 120] 

E 

[270; 360] 

F 

[630; 720] 

G 

[0; 750] 

Mean of AAR, 

% 
0.2 -0.11 0.06 0.02 0.08 -0.07 0.01 

CAAR at 

window end, % 
0.4 -1.16 5.56 2.91 7.24 -6.19 6.45 

t-test 

*
*

 f
o

r 
p

 ≤
 0

.0
5

; 
*

 f
o

r 
p

 ≤
 0

.1
 0.75 -0.7 1 0.44 0.5 -0.67 0.23 

Patell Z-test -1.13 -0.82 1.89* 1.09 0.72 -0.74 0.8 

BMP test -0.91 -1.02 -2.66** -3.85** -6.32** 0.55 -3.17** 

Sign test 0 -0.22 1.53 0 1.96** 0.22 0.85 

Wilcoxon 

test 
107 96 156 146 153 104 145 

Source: summarized by the author 
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As for Finland-based companies, abnormal returns reflect a negative post-

announcement reaction in window B (see Table 3.3), similar to American stocks, and hint at 

some positive fluctuations (BMP tests in windows C-D). Across the event windows few 

statistically significant values are observed, illustrating that stock performance of Finnish 

firms is likely driven by other factors, with CPA playing a limited role. 

Table 3.3 – Event study results overview for Finland-based firms 

Event window 

A 

[0; 1] 

B 

[0; 10] 

C 

[0; 90] 

D 

[0; 120] 

E 

[270; 360] 

F 

[630; 720] 

G 

[0; 750] 

Mean of AAR, 

% 
0.04 -0.34 -0.14 -0.09 0.06 0.06 -0.01 

CAAR at 

window end, % 
0.07 -3.73 -12.27 -10.61 5.53 5.11 -4.57 

t-test 

*
*

 f
o

r 
p

 ≤
 0

.0
5

; 
*

 f
o

r 
p

 ≤
 0

.1
 0.07 -1.76* -1.02 -0.6 0.7 0.37 0.11 

Patell Z-test 0.9 -1.96** -1.51 -1.07 0.08 0.33 -0.28 

BMP test -1.44 1.15 2.12* 1.92* 0.53 -0.22 0.16 

Sign test 0 -1.07 -1.07 0 0 -0.54 -1.07 

Wilcoxon 

test 
58 23* 41 45 61 57 50 

Source: summarized by the author 

Overall, the event study confirms a negative market reaction to announcements of exit 

from Russia, consistent with previous findings [25]. American and Japanese stocks, on 

average, rebound over time, whereas Finnish stocks remain in decline. Utilities and 

entertainment stocks accumulate abnormal losses post announcement, unlike tech and 

industrial companies, which abnormally grow; consumer goods grow moderately, while 

professional services and transportation firms seem unaffected by CPA. Some firms largely 

benefited from CPA, while a substantial portion of companies incurred losses, possibly 
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reflecting increased vulnerabilities of certain individual firms or industries. The findings 

point to a large cross-firm diversity of responses to CPA, initial market skepticism, and a 

limited ability to promote the resilience of companies in times of crisis. 

 

3.2 Difference-in-Differences (DiD) Model Results 

 

The DiD model developed in section 2.3 of this work has been executed in EViews 8, 

yielding the following result (see Figure 3.9). 

 

Figure 3.9 – Results of the DiD model 

Source: created by the author 
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Overall, the model is statistically significant and well-fit, as seen from the R-squared 

(0.818), adjusted R-squared (0.814), and F-statistic p-value (0) estimates. 

Since the dependent variable of the model is IHS-transformed, the interpretation of 

beta coefficients is not straightforward. The arcsinh behaves more like a logarithm as it 

increases, so the coefficients can be approximately interpreted as percentage change, i.e. β ∙ 

100%, at large absolute values of net income. However, at small absolute values (roughly 

less than 10, as discussed by Bellemare and Wichman [5]) of net income, the coefficients 

approximately reflect absolute change, since the IHS behaves linearly around zero. With this 

in mind, one can interpret the results of the model in Figure 3.9. 

Judging from the coefficients of STATUS, POST, and STATUS∙POST, companies 

experienced a downturn in terms of net income since 2022 (βPOST = -0.873), but this negative 

period effect (presumably, the effect of increased geopolitical and economic turmoil) has 

been partially mediated for “activist” firms (βSTATUS∙POST = 0.49). Thus, “non-activist” firms 

with large net incomes or losses suffered approximately an 87% reduction of net income 

since 2022, in contrast to their “activist” counterparts, whose losses amounted to ~38%, 

roughly a 56% offset of the negative POST-effect due to the “activist” status. For small 

earners or losers (under 10 million), the POST-period caused a ~0.87 million dollar loss for 

“non-activists” and a ~0.38 million dollar loss for “activists”. This finding is consistent with 

the initial examination of our dataset in Figure 2.12, where the gap in terms of net income 

between “activists” and “non-activists” since 2022 is illustrated. Notably, the coefficient of 

STATUS itself (βSTATUS = 0.09) is not statistically significant (at p ≤ 0.05), unlike POST and 

STATUS∙POST, affirming that the “activist” status starts to play a role only in the POST 

period. This preliminary finding supports the assumption that engagement in CPA (in this 

case, exit from Russia), and not intrinsic baseline differences between “activist” and “non-

activist” companies, has financial implications for companies. Specifically, the results here 

point to a significant positive effect of CPA on financial performance. 
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Coefficients of lagged net income variables (βNETINCOME_IHS(-1) = 0.47 and β 

NETINCOME_IHS(-2) = 0.2) show that present net income of firms is linked to their previous net 

income. Canadian companies (βREG_CAN = -0.84) incur heavier losses in terms of net income. 

In contrast, sampled companies based in Asia and in the UK (βREG_Asia = 1.184; βREG_GB = 

1.147) perform better – roughly speaking, Asian and British “non-activist” companies are 

better cushioned against the negative POST-period effect in terms of net income, possibly 

thanks to more resilient business models, more secure supply chains etc., and when these 

companies do engage in CPA, they are financially rewarded (βPOST + βSTATUS*POST + βREG_Asia 

= 0.801; βPOST + βSTATUS*POST + βREG_GB = 0.764). In terms of different industries, firms in 

tech (βIND_Tech = -0.688), industrials (βIND_Indust = -0.305), healthcare (βIND_H = -0.447), and 

entertainment (βIND_Entmt = -1.208) perform financially worse than other groups, aggravating 

the negative POST-period effect. Number of local subsidiaries in Russia (βLOCSUB = 0.109) 

has a positive association with net income, signifying that firms with more subsidiaries may 

be more financially resilient: bigger in size, more diversified etc. Return on assets (βROA = 

0.046), an indicator of overall financial health of a company, is also slightly positively 

associated with net income, as expected. All the above discussed effects are statistically 

significant (p ≤ 0.05). 

Notably, despite the inclusion of two lags of the dependent variable, some positive 

autocorrelation seems to be present in the model, judging from the Durbin-Watson statistic 

(~1.45). Net income is, naturally, persistent over time, so some serial correlation is to be 

expected, and it is partially addressed in the model by White period covariance and standard 

errors. However, the Durbin-Watson statistic is a less reliable autocorrelation indicator due 

to the presence of lagged variables and cross-sectional GLS weights (GLS weighting 

reweights observations to correct for heteroskedasticity and, in turn, distorts the model’s 

residuals). 
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To make sure that the issue of autocorrelation does not lower the quality of the model, 

a more reliable Breusch-Godfrey LM test was performed manually (since automatic 

Breusch-Godfrey LM test is not available for panel datasets in EViews 8) – see Figure 3.10. 

 

Figure 3.10 – Manual Breusch-Godfrey LM test for 1st-order serial correlation 

Source: created by the author 

Here, no significant correlation of residuals is apparent. LM statistic = n ∙ R2 = 586 ∙ 

0.002 = 1.184, which is less than the critical value of Chi-squared distribution with 1 degree 

of freedom at 5% significance = 3.841 [28]. Thus, first-order serial correlation of residuals 

is rejected. For a dataset spanning only 6 periods, it is reasonable to conclude that 

autocorrelation is not a serious problem. 
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Further, the results will be tested for stability and sensitivity to model specification. If 

estimates of the key DiD coefficients (βSTATUS, βPOST, βSTATUS∙POST) varied drastically 

depending on the presence of certain variables, clustering or GLS weights, it would signal a 

potential unreliability in the developed model. The results of selected model respecifications 

are summarized in Table 3.4. 

Table 3.4 – DiD model respecifications overview 

Model respecification Key result metrics 
βSTATUS βPOST βSTATUS∙POST 

** for p ≤ 0.05; * for p ≤ 0.1 

Original 

(see Figure 3.9) 

Adjusted R-squared: 0.814. 

Normal residuals (JB p-value: 

0.16). 

0.09 -0.873** 0.49** 

DiD and lags only 

(see Appendix A) 

Adjusted R-squared: 0.784. 

Non-normal residuals (JB p-

value ≈ 0). 

-0.056 -1.006** 0.577** 

DiD, lags, goodwill 

(see Appendix B) 

Adjusted R-squared: 0.849. 

Non-normal residuals (JB p-

value ≈ 0). 

0.107 -0.918** 0.487* 

No ROA 

(see Appendix C) 

Adjusted R-squared: 0.778. 

Normal residuals (JB p-value: 

0.15). 

-0.024 -1.15** 0.63* 

Alternative dummies: 

IND only 

(see Appendix D) 

Adjusted R-squared: 0.811. 

Normal residuals (JB p-value: 

0.43). 

0.074 -0.828** 0.45* 
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Table 3.4 continued 

White cross-section 

covariance & std. errors 

(see Appendix E) 

Adjusted R-squared: 0.814. 

Normal residuals (JB p-value: 

0.16). Lower std. errors & p-

values overall. 

0.09 -0.873** 0.49** 

No GLS weights 

(see Appendix F) 

Adjusted R-squared: 0.462. 

Non-normal residuals (JB p-

value ≈ 0). 

0.05 -1.56** 0.76 

No GLS weights, White 

cross-section covariance 

& std. errors, select IND 

dummies  

(see Appendix G) 

Adjusted R-squared: 0.428. 

Non-normal residuals (JB p-

value ≈ 0). 

0.483 -1.96** 1.006* 

Source: summarized by the author 

Across all the model specifications overviewed in Table 3.4, the general trend revealed 

in the original model in Figure 3.9 is roughly confirmed: the decision to engage in CPA since 

2022 might have helped companies ease the negative impact of the post-2022 economic 

environment. βSTATUS tends to be statistically insignificant, confirming the absence of 

inherent differences between the sampled “activist” and “non-activist” companies before 

2022 (i.e., before they engaged in or decided not to engage in CPA in terms of divestment 

from Russia (“self-sanctions”) since the Russo-Ukrainian war escalation). In other words, 

this finding opposes the idea that positive outcomes of CPA are merely the reflection of the 

fact that only more successful companies attempt to engage in CPA to begin with (i.e., self-

selection bias). βPOST ranges from -0.828 to -1.15 (-1.56 and -1.96 for OLS) at high statistical 

significance, likely reflecting the financial strain of heightened geopolitical and economic 

uncertainty since 2022 on sampled companies. βSTATUS*POST ranges from 0.45 to 0.63 (0.76 

and 1.006 for OLS), and its statistical significance varies from high to moderate, even down 
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to insignificant, revealing that the estimate of the positive impact of CPA on net income since 

2022 is quite unstable. 

Taking into account the presence of the same trend across different specifications of 

the model, yet with noticeable instability of estimates, one can only cautiously conclude that, 

for the sampled companies in the 2022-2024 financial years, CPA might have played a 

positive, mitigating role against the overall reduction of net incomes since 2022. 

 

3.3 CPA and Company Performance: Results Synthesis and Discussion 

 

Two methodological approaches were undertaken to investigate the impact of CPA on 

company performance in this thesis: an event study, concerned with stock market 

performance of “activist” firms, and a difference-in-differences (DiD) model, exploring 

annual net incomes of “activist” vs. “non-activist” firms. Roughly speaking, abnormal 

returns in the event study reflect future expectations in reaction to CPA, whereas the DiD 

model of net income measures more direct financial impact of CPA on firm operations.  

The event study reviewed in section 3.1 of this work examines the abnormal stock 

returns of firms after their announcements of divestment from Russia. Initial reaction to exit 

announcements tends to be negative. The post-announcement impact varies across countries 

and industries: Finnish stocks were most negatively impacted, while Japanese and US stocks 

demonstrated positive cumulative abnormal returns over time. Overall, some firms 

disproportionally benefited from CPA, US tech and industrial firms especially, but a large 

portion of stocks also accumulated abnormal losses. In the US sample, entertainment and 

utilities stocks performed the worst post CPA announcements, possibly revealing heightened 

risks these industries experience in the current uncertain geopolitical environment. 

Contrary to the intuitive expectation that divestment from the Russian market would 

entail net losses for the “activist” (“self-sanctioning”) companies, the DiD model reviewed 
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in section 3.2 suggests that self-sanctions might have helped firms mitigate the market-wide 

decline of net incomes since 2022. CPA, in such case, might have proven a beneficial 

extension of proactive risk management, stakeholder management and public relations. The 

findings of the model reject the presence of self-selection bias, i.e. that more financially 

successful companies are more likely to choose to divest from Russia. The model also points 

to potential vulnerabilities of certain industries, namely: healthcare, entertainment, tech, and 

industrials. Canadian companies seem to be underperforming, in contrast to British and 

Asian firms. Companies with more subsidiaries in Russia were, contrary to expectations, less 

negatively impacted. This might mean that the number of subsidiaries does not necessarily 

correlate with the depth of involvement and severity of losses in Russia – rather, it might 

signify a larger size and/or a higher degree of diversification, which helps alleviate financial 

losses. Overall, in terms of the impact of CPA on financial performance, it is too early to 

affirm causation, since the results of the model are quite unstable. However, the hereby 

revealed trend of CPA engagement potentially alleviating the financial losses in times of 

crisis is worth attention. 

Interestingly, the DiD model corroborates the unfavorable position of the 

entertainment industry revealed by the event study. However, the model also finds tech and 

industrial firms to be performing worse in terms of net income, while these industries are 

best performers in terms of cumulative abnormal stock returns post announcement in the 

event study. These results are not necessarily contradictory, since current profitability (here, 

net income) does not always reflect expected future cash flows (stock price). Plus, the 

industry dummies in the DiD model indicate only the baseline net income differences 

between industries (not specifically the post-CPA difference, as in the event study). The DiD 

model simply shows that healthcare, entertainment, tech, and industrial firms have, on 

average and adjusted for outliers, lower net incomes than other industries in the sample, 

which does make them financially more vulnerable. The event study, in turn, shows positive 

abnormal stock market reactions to CPA for tech and industrial firms, possibly reflecting 
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post-CPA forward-looking investor optimism for these industries, which can coexist with 

lower average baseline net incomes compared to other industries. 

Overall, the preliminary findings in this work illustrate that CPA tends to be negatively 

perceived by markets initially, likely in anticipation of losses attributed to divestment and, 

possibly, also as a signal of increased risk exposure. Yet, especially over the long-term, the 

impact seems to depend largely on firm characteristics, such as country and industry of 

operation, in some cases leading to significant positive abnormal returns, signifying market 

optimism. When it comes to annual financial statements, CPA may have been able to partially 

alleviate the detrimental impact of heightened risks and uncertainty post 2022, 

demonstrating the ability of firms to proactively tackle emerging geopolitical risks through 

CPA. 

This work with its limitations offers multiple future research avenues. The event study 

can be extended by testing the selected multiple event windows by industry, and by exploring 

in greater depth the distribution of CAARs among firms to tackle the issue of possible 

outliers. The same sample of “activist” firms as in the DiD model could be examined in the 

event study for more direct comparison. The DiD model developed in this thesis would 

greatly benefit from a larger, more balanced sample, especially in terms of those firms that 

decided to stay in Russia. Specifically, developing methods to capture the performance of 

private companies presents a challenge but would greatly contribute to the study, shedding 

light on the potentially distinct behavior of public vs. private companies in the context of 

CPA. Other potential beneficial modifications include a longer time period and including 

quarterly data; balancing the sample in terms of country and industry distribution; including 

country and industry interaction terms (i.e., IND*POST, REG*POST) to explore the 

industry- and country-specific effects post-2022.  
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CONCLUSIONS 

 

 

This work aims to shed light on the performance implications of voluntary exit from Russia 

(self-sanctions) as a form of corporate political activity in response to the Russian full-scale 

invasion of Ukraine in 2022. 

In the theoretical chapter of this thesis it is discussed that companies employ CPA as 

a non-market strategy to improve performance, manage risk, and secure competitive 

advantage, especially in uncertain environments. In the context of the Russo-Ukrainian war, 

firms have engaged in CPA in the form of self-sanctions as a response to stakeholder pressure 

and as part of a larger geopolitical trade reconfiguration. 

Two methodological approaches were developed to approach the question of CPA 

impact on company performance: an event study of daily stock returns of 132 firms over up 

to two years after announcement to exit Russia, and a difference-in-differences model of 

annual net incomes from 2019-2024 of 152 listed companies that decided to divest from 

Russia vs. 49 listed companies that stayed in Russia. 

The event study reveals highly diverse market reactions to CPA across firms, mostly 

negative initially, and later leading to an abnormal boost for a smaller portion of companies, 

while inflicting abnormal losses on the others. Entertainment and utilities stocks react to 

CPA most negatively over time, in contrast to tech and industrials. Finnish stocks incur 

heaviest abnormal losses after announcements of self-sanctions, compared to the US and 

Japanese stocks. 

The difference-in-differences model demonstrates that CPA may have served as a 

partial remedy for post-2022 market-wide financial downturn. The model rejects self-

selection bias among companies that decided to exit Russia, meaning: the decision to self-

sanction is not made only by more profitable firms. 
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Overall, the findings point to the ability of CPA to benefit businesses in challenging 

circumstances, although the extent of impact seems to be highly dependent on the country 

and industry of firm operation. Companies may choose to engage in CPA when met with 

increased uncertainty, and may need to exercise CPA with greater caution in certain 

industries, such as entertainment. In an era of rising geopolitical risks and global 

fragmentation, CPA can help companies “do the right thing” while remaining competitive 

and driving sustainable growth. 

 

 

  



55 
 

REFERENCES 

 

 

1. Adomako S., Abdelgawad S.G., Ahsan M., Amankwah-Amoah J., Liedong T. A. 

Nonmarket strategy in emerging markets: The link between SMEs’ corporate 

political activity, corporate social responsibility, and firm competitiveness. Journal 

of Business Research. 2023. № 160, 113767. 

2. Alam A.W., Farjana A., Houston R. Geopolitical risk, CEO power, and corporate 

lobbying: Do powerful CEOs lobby more? Finance Research Letters. 2024. № 62, 

105127. 

3. Atlantic Council. Transcript: US Treasury Secretary Janet Yellen on the next steps 

for Russia sanctions and 'friend-shoring' supply chains. Atlantic Council. 

URL: https://www.atlanticcouncil.org/blogs/new-atlanticist/transcript-us-treasury-

secretary-janet-yellen-on-the-next-steps-for-russia-sanctions-and-friend-shoring-

supply-chains/ (date of access: 19.05.2025). 

4. Bell S., Hindmoor A., Umashev N. The determinants of corporate political activity 

in Australia. Australian Journal of Political Science. 2023. № 58(4). PP. 363-382. 

5. Bellemare M., Wichman C. Elasticities and the Inverse Hyperbolic Sine 

Transformation. Oxford Bulletin of Economics and Statistics. 2020. № 82(1). PP. 50-

61. 

6. Blanco T. P., López-Aza C., Sánchez J., Gutiérrez‐Rodríguez P. The Side Effect of 

Political Standing: Corporate Activism and Its Impact on Stock Returns. Politics and 

Governance. 2023. № 11. PP. 138-146. 

7. Boehmer E., Masumeci J., Poulsen A.B. Event-study methodology under conditions 

of event-induced variance. Journal of Financial Economics. 1991. № 30(2). PP. 253-

272. 



56 
 

8. Carstens A., Gerharth E., Huster V., Kelm K., Schick J. Taking a stance: A 

qualitative analysis on how major German corporations developed their position 

regarding the Russia-Ukraine war. In Godulla A., Ehrlinspiel M., Gulich S., Leißner 

V., Müller A., Rüth A., Sauer M. (Eds.), Sound or Silence? Current Developments in 

Organizational Communication. 2024. PP. 42-74. URL: https://nbn-

resolving.org/urn:nbn:de:0168-ssoar-91393-5. 2024 (date of access: 31.03.2025). 

9. Curran L., Eckhardt J. Influencing trade policy in a multi-level system—

understanding corporate political activity in the context of global value chains and 

regime complexity. Business and Politics. 2018. № 20(1). PP. 132-164. 

10. Dean T. J., Brown R. L. Pollution Regulation as a Barrier to New Firm Entry: Initial 

Evidence and Implications for Future Research. The Academy of Management 

Journal. 1995. № 38. PP. 288-303. 

11. Demertzis M., Hilgenstock B., McWilliams B., Ribakova E., Tagliapietra S. How 

have sanctions impacted Russia? Bruegel. 2022. № 18/22. URL: 

https://www.bruegel.org/sites/default/files/private/2022-

10/PC%2018%202022_1.pdf (date of access: 31.03.2025). 

12. Deumic M., Palmqvist M. Navigating Crisis: A Quantitative Study on Corporations’ 

Strategic Decisions Regarding the Russia-Ukraine War. 2024. Jönköping 

International Business School. Master Thesis. 

13. Dutta A. Parametric and Nonparametric Event Study Tests: A Review. International 

Business Research. 2014. № 7. PP. 136-136. 

14. Eckert S. Business power and the geoeconomic turn in the single European 

market. JCMS: Journal of Common Market Studies. 2024. 

URL: https://doi.org/10.1111/jcms.13604 (date of access: 19.05.2025). 

15. Ertem-Eray T., Ki E.-J. Exploring political corporate social responsibility: a 

qualitative content analysis of multinational corporations' diplomacy efforts during 

the Russia–Ukraine war. Journal of Communication Management. 2024. № 29(2). 

РР. 219-239. 



57 
 

16. ETH Zurich. R: Penalized Cubic regression splines in GAMs. Seminar for Statistics. 

URL: https://stat.ethz.ch/R-manual/R-

devel/library/mgcv/html/smooth.construct.cr.smooth.spec.html (date of access: 

19.05.2025). 

17. EViews Help. Pooled estimation. EViews.com. URL: 

https://www.eviews.com/help/helpintro.html#page/content/pool-

Pooled_Estimation.html#ww187927 (date of access: 19.05.2025). 

18. Financial Times. Nikkei 225 Tokyo, n225:NIK Historical Prices - FT.com. Financial 

Times. 2025. URL: 

https://markets.ft.com/data/indices/tearsheet/historical?s=n225:NIK (date of access: 

31.03.2025). 

19. Financial Times. OMX Helsinki Benchmark CAP_GI, OMXHBCAPGI:HEX 

Historical Prices - FT.com. Financial Times. 2025. URL: 

https://markets.ft.com/data/indices/tearsheet/historical?s=OMXHBCAPGI:HEX 

(date of access: 31.03.2025). 

20. Fredriksson A., Oliveira G. Impact evaluation using Difference-in-Differences. 

RAUSP Management Journal. 2019. № 54(4). PP. 519-532. 

21. Frynas J. G., Mellahi K. Political risks as firm-specific (dis)advantages: Evidence on 

transnational oil firms in Nigeria. Thunderbird International Business Review. 2003. 

№ 45. PP. 541-565. 

22. Ganesan S., Mallapragada G. Navigating geopolitical turmoil: corporate responses to 

the war in Ukraine and its impact on consumer mindset. Journal of Public Policy & 

Marketing. 2025. № 44. PP. 122-139. 

23. Ganti A. Adjusted Closing Price: How It Works, Types, Pros & Cons. Investopedia. 

URL: https://www.investopedia.com/terms/a/adjusted_closing_price.asp (date of 

access: 31.03.2025). 



58 
 

24. McKinsey & Company. Geopolitics and the geometry of global trade / J. Seong et 

al. McKinsey & Company. 2024. URL: https://www.mckinsey.com/mgi/our-

research/geopolitics-and-the-geometry-of-global-trade (date of access: 19.05.2025). 

25. Glambosky M., Peterburgsky S. Corporate activism during the 2022 Russian 

invasion of Ukraine. Economics Letters. 2022. № 217. PP. 110650. 

26. Gomart T. The Return of Geopolitical Risk. Russia, China and the United States. 

Études de l’Ifri. 2016. URL: 

https://www.ifri.org/sites/default/files/migrated_files/documents/atoms/files/etude_if

ri_tg_geopolitcal_risk_april16.pdf (date of access: 31.03.2025). 

27. Gorostidi-Martinez H., Zhao X. Corporate political strategies: a contemporary 

literature review. Journal of Advances in Management Research. 2017. № 14. PP. 

375-404. 

28. Greene W.H. Econometric analysis. 8th ed. Pearson Education Limited, London, 

2018. 

29. Hadani M., Bonardi J. P., Dahan N. M. Corporate political activity, public policy 

uncertainty, and firm outcomes: A meta-analysis. Strategic Organization. 2017. № 

15. PP. 338-366. 

30. Hillman A.J., Keim G.D., Schuler D. Corporate Political Activity: A Review and 

Research Agenda. Journal of Management. 2004; № 30(6). PP. 837-857. 

31. Khanna T., Palepu K. G. Spotting Institutional Voids in Emerging Markets. Harvard 

Business School Publishing. 2005. Background Note 106-014. 

32. KSE Institute. SelfSanctions. Kyiv School of Economics. URL: 

https://kse.ua/selfsanctions-kse-institute/ (date of access: 31.03.2025). 

33. Lawton T., McGuire S., Rajwani T. Corporate Political Activity: A Literature Review 

and Research Agenda. International Journal of Management Reviews. 2013. № 15. 

PP. 86-105. 



59 
 

34. Leong L.W., Ming K.L.Y., Khee P.C., Malan I.N.B.B., Chan H.R. The Relationship 

between Corporate Political Strategy of Public Partnership and Corporate 

Investment. Foresight and STI Governance. 2024. №18(2). PP. 31-44. 

35. Li H., Chang Y., Zhang N., Huang K. Synergy or Antagonism? The Impact of 

Corporate Political and Social Strategies on Firm's Innovation Performance. IEEE 

Transactions on Engineering Management. 2024. № 71, 3755-3768. 

36. Li Y., Gao S. An examination of the individual and interaction effect of absorptive 

capacity and corporate political activity on product innovation. Asian Journal of 

Technology Innovation. 2023. № 31(1). PP. 115-136. 

37. MarketWatch. S&P 500 Index. MarketWatch, Inc. A Dow Jones company. 2025. 

URL: https://www.marketwatch.com/investing/index/spx?mod=mw_quote_tab (date 

of access: 31.03.2025). 

38. Mavretić A., Vangeli A. Engaging with Geopolitical Uncertainty: Discursive 

Riskwork and Western MNEs’ Divestment Announcements at the Onset of the 

Ukraine War. Economic and Business Review. 2024. № 26. PP. 265-283. 

39. McDonald's. McDonald’s To Exit from Russia. McDonald’s Corporation. URL: 

https://corporate.mcdonalds.com/corpmcd/our-stories/article/mcd-exit-russia.html 

(date of access: 31.03.2025). 

40. Minefee I., McDonnell M. H., Werner T. Reexamining investor reaction to covert 

corporate political activity: A replication and extension of Werner (2017). Strategic 

Management Journal. 2021. № 42. PP. 1139-1158. 

41. Müller S. Expected Return Models. Event Study. URL: 

https://eventstudy.de/models/expected_return.html (date of access: 31.03.2025). 

42. Patel P. C., Richter J. I. Self-Interest over Ethics: Firm Withdrawal from Russia After 

the Ukraine Invasion. Journal of Business Ethics. 2024. PP. 1-27. 

43. Rajwani T., Liedong T. A. Political activity and firm performance within nonmarket 

research: A review and international comparative assessment. Journal of World 

Business. 2015. № 50. PP. 273-283. 



60 
 

44. Sallai D., Morgan G., Feldmann M., Gomes M., Spicer A. Social challenges for 

business in the age of populism. SAGE Publications Sage CA. 2024. PP. 279-299. 

45. Sonnenfeld J., Mylovanov T., Shapoval N., Tian S., Onopriienko A., Hirsty G., 

Wyrebkowski M. The Russian business retreat - how the ratings measured up one 

year later. SSRN Electron. 2023. 

46. Sun P., Doh J., Rajwani T., Werner T., Luo X. R. The Management of Socio-Political 

Issues and Environments: Toward a Research Agenda for Corporate Socio-Political 

Engagement. Journal of Management Studies. 2024. № 61. PP. 277-306. 

47. Turak N. Goodbye, American soft power: McDonald’s exiting Russia after 32 years 

is the end of an era. CNBC. URL: https://www.cnbc.com/2022/05/20/mcdonalds-

exiting-russia-after-32-years-is-the-end-of-an-era.html (date of access: 31.03.2025). 

48. U.S. Securities and Exchange Commission. EDGAR full text search. SEC.gov. 

URL: https://www.sec.gov/edgar/search/ (date of access: 19.05.2025). 

49. United Nations Industrial Development Organization. What is CSR? UNIDO. URL: 

https://www.unido.org/our-focus-advancing-economic-competitiveness-competitive-

trade-capacities-and-corporate-responsibility-corporate-social-responsibility-market-

integration/what-csr (date of access: 31.03.2025). 

50. Vibber K., Abitbol A. Where Corporate Diplomacy and Advocacy Intersect: 

Analyzing Official Statements in Response to Russia's 2022 Invasion of Ukraine. 

SSRN. 2024. № 4836496. 

51. Werner, T. Investor Reaction to Covert Corporate Political Activity. Strategic 

Management Journal. 2017. № 38. PP. 2424-2443. 

52. Winkler D. M., Krzeminska A. How Context Matters in Non-market Strategies: 

Exploring Variations in Corporate Social Responsibility-Political Activity 

Relationships. Journal of Management Studies. 2024. № 61. PP. 3358-3388. 

  



61 
 

Appendix A 

 

 

Figure A – Respecified DiD model: DiD and lags only 

Source: created by the author 
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Appendix B 

 

 

Figure B – Respecified DiD model: DiD, lags, goodwill 

Source: created by the author 
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Appendix C 

 

 

Figure C – Respecified DiD model: No ROA 

Source: created by the author 
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Appendix D 

 

 

Figure D – Respecified DiD model: Alternative dummies (IND only) 

Source: created by the author 
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Appendix E 

 

 

Figure E – Respecified DiD model: White cross-section covariance & standard errors 

Source: created by the author 
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Appendix F 

 

 

Figure F – Respecified DiD model: No GLS weights 

Source: created by the author 
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Appendix G 

 

 

Figure G – Respecified DiD model: No GLS weights 

Source: created by the author 

 


