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Abstract

Does economic success suppress or beget ethnic favoritism? While scholarship de-
bates whether economic elites perpetuate ethnic politics, little work assesses whether
economic elites economically profit from ethnic politics. This paper explores the re-
lationship between economic success and ethnic favoritism. Measuring market reac-
tions to unpredictable ministerial turnovers on the Amman Stock Exchange (ASE), it
demonstrates that investors believe that ethnic ties to new ministers increase firms’
future earnings, but only among profitable firms. Investors’ valuation of ethnic ties
to ministers increases as firms become more profitable. This paper proposes that eco-
nomic success offers actors the means to acquire coethnic policymakers’ favoritism,
while ethnic ties to policymakers lower the transactional costs of ethnic favoritism.
Ethnic favoritism may be highly regressive. Within-group wealth disparities can help
explain diverging patterns of ethnic favoritism.
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Introduction

Does economic success dull or reinforce ethnic politics? In his classic study of New Haven
politics, Dahl (2005, p.34) argues that economic mobility pushes prosperous migrants to
eschew ethnic politics. Bates (1974) maintains that ethnic groups in Sub-Saharan Africa
endure in part to pressure the wealthy to share with their poorer coethnics. On the
other hand, Horowitz (2000, p.32) claims that economic elites galvanize ethnic politics to
distract poorer coethnics from demanding redistribution. All of these arguments, however,
rest on untested assumptions about whether the economically successful profit from ethnic
politics.1

This paper investigates the relationship between economic success and ethnic favoritism
in a developing market. Economic success is defined as the ability to generate profits from
economic activity.2 Ethnic favoritism represents policies and governance that privilege
a state actor’s ethnic group (De Luca et al. 2018, p.116). It is the distributional conse-
quence of ethnic politics. This paper asks whether coethnics’ economic success abets ethnic
favoritism.

Answering this question confronts two empirical challenges. First, it requires disentan-
gling whether economic success engenders ethnic favoritism, or ethnic favoritism engenders
economic success. Second, it must identify ethnic favoritism. Ethnic favoritism comes in
many forms, some of which are easier to measure than others. Exclusively focusing on eth-
nic favoritism in one policy domain (roads) may miss an absence of favoritism or coethnic
discrimination in another (schools) (Kramon and Posner 2013).

This paper addresses these challenges by examining investor reactions to unpredictable
ministerial turnover on the Amman Stock Exchange (ASE). Ministerial appointments in
Jordan are frequent, unexpected and shaped by the country’s ministerial ethnic quota
system. I leverage the as-if exogeneity of ministerial turnovers to compare investors’ val-
uations of the future earnings of ASE firms with and without chairmen from the same
ethnic group of a newly appointed minister of industry and trade and supply (MITS). In
paritcualr, I assess how firms’ prior economic success affects investors’ valuations of the
presence or absence of ethnic ties to a new minister. Investor valuations of ethnic ties are
indifferent to the myriad forms of favoritism (insider access, insider information, regulatory
and fiscal forbearance, political support) that may boost a firm’s expected future earnings.

I find that investors value ethnic ties to a new minister, but only among profitable
firms. I demonstrate that investors’ valuation of ethnic ties to new ministers increases as
firms become more profitable. Ministerial turnovers do not affect investors’ valuations of
the future earnings of unprofitable firms with ethnic ties to a new minister, or profitable
firms without ethnic ties to a new minister.

I argue that economic success begets ethnic favoritism through two complementary
mechanisms. Economic success arms agents (firms) with the means (bribes, future employ-
ment opportunities) to acquire state actors’ (ministers’) favoritism. Ethnic ties between
agents and state actors lower the transaction costs of these illicit arrangements through
coethnic trust and sanctioning mechanisms. Together, these dynamics dictate that eco-
nomically successful actors will disproportionately benefit from ethnic favoritism.

This paper proceeds as follows. The next section surveys competing expectations on
the relationship between economic success and ethnic favoritism. It then argues why
agents’ economic success should promote ethnic favoritism. The third section presents
this paper’s identification strategy. It explains and justifies an event-studies analysis of
ministerial turnover on the Amman Stock Exchange (ASE). The fourth section presents

1. Ethnicity in this article refers to membership to a group defined by inherited characteristics (Chandra
2006). Common types of ethnic categories include race, language, tribe or religion based determinants of
group membership.

2. Economic success is distinct from wealth, which can be inherited.
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results and robustness checks demonstrating that investors value chairmen’s ethnic ties to
a new trade minister, but only if they lead profitable firms. The last section concludes by
situating this finding within the study of ethnic politics. It then proposes future avenues
of research.

Literature Review: Economic Success and Ethnic Favoritism

There are two competing expectations about the relationship between economic success
and ethnic favoritism. On the one hand, economic success can encourage ethnic favoritism
by providing the means to fund clientelism.3 An extensive literature casts clientelism as
an engine of ethnic favoritism.4 Ethnic favoritism lowers patrons’ information (Chandra
2006, p.12) and monitoring costs, facilitating the exchange of benefits for political support
(Fearon 1999). Clients may be more trusting of coethnic patrons to deliver political rewards
in exchange for political support (Chandra 2006; Wantchekon 2003). Under this logic,
patrons may privilege more prosperous coethnic clients. Economically successful clients
have the carrots (funds, future employment opportunities) and sticks (funding political
elites) to attract favoritism from coethnic patrons that poorer coethnic clients lack.

On the other hand, economic success might dampen a client’s demand for ethnic fa-
voritism. Economically successful clients may seek benefits that their patrons cannot
supply. They may also be less dependent on a coethnic patron’s support. They could use
their resources to reach more favorable arrangements with non-coethnic patrons. Arriola
(2013) observes that many multi-ethnic opposition coalitions in Africa emerge when busi-
ness elites ally with non-coethnic opposition candidates. Congruently, a patron or state
actor may feel less compelled to favor prosperous coethnics. Scholars contend that politi-
cal elites confront powerful social pressures to favor their coethnics (Lindberg 2010; Bates
1974; Ekeh 1975). They may feel less social pressure to favor coethnics who are already
well-off.

Theory: Why Economic Success Begets Ethnic Favoritism

I argue that economic success engenders ethnic favoritism through two complementary
mechanisms. First, profits provide the means to motivate favoritism. If clientelism en-
courages ethnic favoritism (Posner 2005; Chandra 2007; Bates 1974), than economically
successful clients have more resources to support their coethnic patron in exchange for
favoritism. State actors may be much attuned to economically successful coethnics’ de-
mands, especially outside of electoral contexts. However, if profits alone attract favoritism,
state actors would be just as responsive to economically successful non-coethnics.

Ethnic ties between client and patron are the second mechanism that connects eco-
nomic success to ethnic favoritism. Ethic ties may facilitate the clientelistic exchange that
butresses favoritism. Clientelism is transactional (Hicken 2011). Extensive scholarship
suggests that coethnics are more likely to cooperate due to shared norms, social sanc-
tioning mechanisms or personal networks (Habyarimana et al. 2007; Whitt and Wilson
2007; Miguel and Gugerty 2005). The cooperative benefits of coethnicity may lower the
transactional costs of clientelism, particularly if the means (bribes) and outcomes (insider
information) are illicit.

Economically successful agents with ethnic ties to state actors have the best of both
worlds. They have the resources to motivate clientelism and the shared ethnic ties to
lower the transactional costs that accompany favoritism. They should disproportionately

3. Clientelism is an iterative and mutually beneficial transactional relationship (Hicken 2011, p.290)
4. For a great review, see Ejdemyr, Kramon, and Robinson (2018).
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benefit from ethnic favoritism. There should be an interactive effect of economic success
and ethnic ties to state actors that increases ethnic favoritism.

This expectation produces the following hypothesis (H1):

As agents become more economically successful, they are more likely to
benefit from having ethnic ties to a state actor.

Identification Strategy: An Event Study of Ministerial Turnover
on the Amman Stock Exchange (ASE)

Testing this hypothesis confronts two empirical challenges. The first is endogeneity. Ethnic
favoritism may cause actors to become more economically successful, not the other way
round. Second, as highlighted by Kramon and Posner (2013), ethnic favoritism comes in
many forms. State actors may favor their coethnics in one policy domain (infrastructure
(Burgess et al. 2015), public education (Franck and Rainer 2012)) but punish them in
another (agricultural taxes (Kasara 2007)). Economic success might also cause actors to
demand different types of benefits (tax cuts vs. public schools) from coethnic state actors.

I address these challenges through an event studies analysis of ministerial turnover on
the Amman Stock Exchange (ASE). Stock market event studies are a staple of the crony
capitalism literature because they help scholars estimate the market value of political
connections. Valuing political connections is difficult. Profits and political connections are
endogenous: Are politically connected firms more profitable, or are more profitable firms
more likely to be politically connected? Second, as with ethnic favoritism, the political
favoritism that springs from political connections also comes in many forms. Some forms
of political favoritism are more visible (government contracts) than others (regulatory and
fiscal forbearance).

Event studies help scholars estimate the value of political connections by measuring
changes in firms’ stock prices following unexpected events that sever (or reinforce) their
political connections. Stock prices capture investors’ valuations of firms’ expected earn-
ings. These valuations incorporate both written (assets, liabilities, equity, net income) and
unwritten (political connections, ethnic ties) characteristics. Though the favoritism that
stems from these unwritten attributes may come in many forms (government contracts, in-
sider information, fiscal forbearance), these benefits are ultimately monetary. The change
in a firm’s stock price following a sudden and unexpected removal or addition of an unwrit-
ten attribute can help scholars estimate how investors value that attribute even though its
provides firms different types of benefits. Examples of these events include rumours of a
dictator’s sickness (Fisman 2001), revolution (Chekir and Diwan 2014) or businessmen’s
election into a parliament (Szakonyi 2018). Lastly, event studies help scholar overcome
social desirability concerns about disclosing political favoritism by focusing on investors’
behavior. Investor decisions to buy or sell stocks following an unexpected political event
are strong markers of their beliefs of the impact of political connections on firms’ future
earnings.

Event studies center on measuring investors’ reactions to unexpected events (good or
bad). It assumes that if capital markets are informed, asset prices adjust to information
based on investors’ new evaluations of a firm’s future expected profits (Ahmed and Alfaro
2017; Dasgupta and Mamingi 1998). The time period or “event window" to measure the
change in a firm’s stock price following an unexpected event should be short and close to
the event. Shorter “event windows" limit the measurement of investors’ reaction to that
particular event and not other confounding developments.

Draft. Please do not share or cite without author’s permission. 4



I use an event study analysis to gauge how investors value ethnic connections following
ministerial turnovers in Jordan. I hypothesize that investors are more likely to invest in
economically successful firms with ethnic ties to a new trade minister follow a ministerial
turnover.

Ethnic Quotas and Ministerial Turnover at the Ministry of Industry and
Trade and Supply (MITS)

Two institutional features make Jordan a compelling venue to empirically assess how in-
vestors value ethnic ties to state actors. First, an ethnic quota system structures the
Jordanian King’s ministerial appointments. An “ethno-nationalist" boundary (Weidmann,
Rød, and Cederman 2010) demarcates Jordanian politics between Jordanians whose an-
cestors originate west (henceforth referred to as Palestinians and represent 60 % of the
population) and east (henceforth referred to as East Bankers and represent 40 % of the
population) of the Jordan river.5 While Palestinians are largely excluded from Jordan’s
public sector (Yom 2015), an unwritten (Beecroft 2007) and controversial (Ryan 2010;
David 2010) ethnic quota system in cabinet guarantees Palestinians some representation
in cabinet. The cabinet, a team of thirty or so ministers, is tasked with legislating and
implementing economic policy.

Figure 3 in the Appendix graphs the ratio of Palestinian ministers in cabinet from 2004
to 2012 according diplomatic cables from the US State Department. To the frustrations
of many Palestinian-Jordanians (A. W. News 2008), ministers of Palestinian descent con-
sistently occupy between 20 - 30 % of cabinet posts despite belonging to a group that
represents at least two−thirds of the Jordanian population.

Jordan’s ethnic quota system in cabinet affects who leads the Ministry of Industry of
Trade and Supply (MITS). The MITS is responsible for regulating and promoting local
industry.6 Ministers of the MITS (hence referred to as trade ministers), however, are
commonly perceived to use their position for personal gain. Bloggers (J. News 2016), in-
dustrialists7, former MITS employees8 and even former trade ministers9 warned of conflicts
of interests at the MITS. Trade ministers have been accused of obstructing regulatory (Al
Madenah 2012) and custom (S. News 2011) procedures to help privileged firms.10 “Every
minister has at least two agendas," explained a seasoned cabinet member. “The first is
to his ministry. The second, third or more are to his family, tribe and region."11 High
ministerial discretion with minimal legal oversight (Al Oudat 2017)12 promotes ministe-
rial “deal-making.” A high ranking donor representative described Jordanian ministers
as “businessmen (Loewe, Blume, and Speer 2008, p.266)." He warned that ministers fa-
vor friends and family with “jobs in public administration, with government contracts and
with confidential information on profitable business opportunities, which of course, distorts
competition (p.270)."

With regards to ethnic favoritism, trade ministers of Palestinian and East Bank descent
described encountering explicitly ethnic13 and regional14 appeals from business elites and

5. Percentages are from the Ethnic Power Relations dataset (Vogt et al. 2015).
6. https://www.mit.gov.jo/
7. Interview with General Secretary of White Cement firm, Oct. 1, 2017, Amman, Jordan; Interview

with board Member of aluminium firm, general manager of ceramic importing firm
8. Jordanian Trade Negotiator B; Jordanian Trade Lawyer C, Oct. 9, 2017, Amman, Jordan
9. Interviews with Trade Minister 2, 4, 6
10. Interview with Former Secretary General of the Jordan Chamber of Industry, Oct. 14, 2017, Amman,

Jordan.
11. Interview with former minister of political development, Nov. 28, 2017, Amman, Jordan
12. One former trade minister joked that “In Jordan, you are either above the law or below it," Interview

with Trade Minister 2.
13. Interview with Trade Minister 5
14. Interview with Trade Minister 6
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their representatives for ministerial favors. The illicit deals underlying ministerial favors
may privilege coethnic arrangements. More than eighty percent of Jordanian respondents
in a recent survey agreed that “one should worry about being cheated when dealing with
people outside of one’s own clan or tribe (Kao 2015, p. 60)." “To a certain extent,"
continued a former cabinet member, “the regime wants ministers to favor their people.
This is the point of the quota system. It helps unite the Kingdom."15

Due in part to Jordan’s ministerial ethnic quota system, five of the country’s sixteen
trade ministers from 2000 to 2016 were of Palestinian origin (see Table 4 in the Appendix).
In interviews with seven former trade ministers of both Palestinian16 and East Bank17

descent who served during that period18, ministers admitted the importance of ancestry
in ministerial appointments.19 However, one former minister stressed that “my origins
were a necessary but insufficient condition for my appointment."20 Education, professional
background and expertise also matter.21 Palestinian and East Bank trade ministers share
similar professional, educational and demographic characteristics (see Table 3 in the Ap-
pendix).

High and unpredictable ministerial reshuffling is a second institutional feature of Jorda-
nian economic policymaking (Piro 1998, p.81). Figure 1 graphs the ratio of newly appointed
cabinet members for every month from 2000 to 2016. Cabinet shakeups tend to follow po-
litical scandals and growing public discontent. Current King Abdullah fired two-thirds of
cabinet members following hotel bombings in November 2005, even though the majority
of ministers do not supervise security affairs. Four years later, the King dismissed all of
cabinet over corruption allegations (Beecroft 2009). A Prime Minister’s heated dispute
with the King over electoral laws provoked another cabinet reshuffle in April 2012 while
the minister was on an official visit to Turkey (Al Samadi 2013).

Trade ministers are victims of permanent reshuffling. There were fifteen trade ministers
from 2000 to 2016. Trade ministers offered many explanations for their dismissals. They
blamed feuds with other cabinet members22 and the Prime Minister.23 One resigned in
solidarity with a fired Prime Minister.24 Another minister’s tenure ended with his assign-
ment to another ministry.25 One claimed not to know why he was dismissed,26 though
rumors attribute his removal to the King’s discovery that said minister did not speak pro-
ficient English.27 The Arab Spring protests in February 2011 terminated trade minister
Aamer Al Hadidi’s tenure. Yarab Al Qada’s appointment ended after mass protests against
IMF−backed tax hikes in June 2018.

Jordan’s ethnic quota system and unpredictable ministerial turnover structures who
oversees the MITS and where they are from. Figure 1 applies black dots to plot the
appointment of a new trade minister. The duration of ministerial tenures also varies
tremendously. Trade ministers from 2000 to 2016 had an average fourteen month tenure.
The longest tenure lasted over three years (Aamer Al Hadidi). The shortest was three
months (Mohamad Aboud Hamour).

Figure 1 adds green and red blocks to represent the tenures in months of East Bank

15. Interview with former minister of political development, Nov. 28, 2017, Amman, Jordan
16. Trade Minister 1, 5, 7
17. Trade Minister 2, 3, 4, 6
18. Pre 2008: Trade Minister 3, 7, 2; Post 2008: Trade Minister 4, 5, 6, 1
19. Interviews with Trade Minister 2, 3, 4, 5, 6
20. Interview with Trade Minister 3
21. Interview with Trade Minister 4
22. Interview with Trade Minister 3
23. Interview with Trade Minister 5
24. Interview with Trade Minister 6
25. Interview with Trade Minister 7
26. Interview with Trade Minister 2
27. Interview with Jordanian Journalist C, Oct. 1, 2017
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(Red) and Palestinian (Green) trade ministers. Patterns of appointing East Bank or Pales-
tinian trade ministers are unsystematic. In some cases ministerial turnovers result in ethnic
turnovers. More often they do not. Nevertheless, we do not know how long the current
trade minister will remain in office, nor whether his replacement will be of Palestinian or
East Bank origins.

Figure 1: Monthly Ratio of New Cabinet Members and Tenures of East Bank and Pales-
tinian Trade Ministers (2000 - 2016)
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Source: Ministry of Industry and Trade

Jordan’s frequent and unpredictable ministerial turnover at the MITS has market ram-
ifications. A former trade negotiator at the MITS complained that “a new minister might
not believe in the predecessor’s policies and change them, upsetting different economic sec-
tors."28 Industrialists loath the time needed to get to know new trade ministers.29 A former
secretary general of the Jordan Chamber of Industry joked that all of his recommenda-
tions to the ministry’s employees were always “forgotten within the first 48 hours of a new
minister’s appointment."30 “If the government had a coherent economic vision," remarked
another industrialist, “we would be less dependent on individual trade ministers."31

The next section examines how Jordan’s plausibly exogenous ministerial turnovers at
the MITS effect investors’ valuations of firms on the Amman Stock Exchange. It assesses
whether investors believe that firms with chairmen from the same ethnic group as a new
trade minister will benefit from the minister turnover, and whether investors expect more
economically successful firms to disproportionately benefit from having ethnic ties to a new
trade minister.

Population: Industrial firms on the Amman Stock Exchange (ASE)

The Amman Stock Exchange (ASE) was established in 1999 as part a Jordan’s liberaliz-
ing reforms. By 2016 two hundred firms were listed on the ASE, representing a market

28. Jordan Trade Negotiator A.
29. CEO of leading sanitary paper manufacturer, Phone Interview, Oct. 1, 2016, Amman, Jordan
30. Interview with former secretary general of the Jordan Chamber of Industry, Oct 10, 2016, Amman,

Jordan.
31. CEO of leading sanitary paper manufacturer
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capitalization value of over 24 billion USD and a market capitalization to GDP ratio of 65
percent. Non-Jordanians have consistently owned close to half of the ASE’s market capital
over the last decade. Originally founded as a non-profit and independent institution, the
ASE became a fully government-owned public shareholding company in March 2017.32

I examine the stock prices of fifty-one industrial firms from 2000 to 2016. All of these
firms operated on the ASE in 2000, representing all industrial firms on the ASE’s primary
market in 2000, and nine industrial firms on the ASE’s less actively traded secondary
market.33 I limit my analysis to firms involved in industry, and not services or finance,
because industrial firms would be most affected by ministerial turnovers at the MITS.

Table 5 lists the firms in this analysis, their stock symbol, their industry as defined
by the ASE, date of establishment, and average size in total assets (millions of Jordanian
Dinars) from 2000 to 2016. They represent twelve of the ASE’s industry classifications.
Their average size in total assets varies significantly.34 The average date of establishment
is 1979. All of this information is available on the ASE’s website.35

Independent Variables: Economic Success and Ethnic Ties to a Trade Minister

Ethnic Ties: I operationalize Ethnic Ties based on whether a publicly traded firm’s chair-
man belongs to the same ethnic group as a newly appointed trade minister. I identify
firms’ chairmen through the ASE’s annual company guides of listed firms.36 The ASE
stopped publishing company guides with names of their Board of Directors in 2010. For
years between 2010 and 2016, I look up firms’ executive membership by consulting pub-
licly available firm disclosures, as well as the Company Control Directorate (CCD)’s firm
registration site.37 Chairmen lead publicly traded firms’ board of directors. They rep-
resent shareholders’ interests and are tasked with making major company decisions, like
appointing a Chief Executive Officer (CEO)38.

I classify firms’ chairmen as being of East Bank or Palestinian descent using a dictio-
nary of Jordanian and Palestinian family names (Amaari 2014). This dictionary consults
over 144 genealogical sources to specify the East Bank or Palestinian origins of family
names. Forty-three percent of the firm-year observations in this analysis have chairmen
with Palestinian last names. Thirty percent of the firm-year observations have chairmen
with East Bank last names. The remaining thirty percent of firm-year observations have
chairmen with last names that are shared among East Bankers and Palestinians (Mixed),
are missing from the dictionary or have non-Jordanian chairmen. A firm has an Ethnic Tie
if its chairmen and the newly appointed trade minister are both Jordanians of Palestinian
descent, or both Jordanians of East Bank descent.

There are two sources of variation in firms’ Ethnic Tie to a trade minister. The first
stems from changes in the ethnicity of a trade minister following a ministerial turnover.
The second comes from turnover among chairmen.

Economic Success: Economic success is the second independent variable of interest. I
measure a firm’s economic success as its annual Return on Assets (ROA). This is a firm’s
net income divided by its total assets. Given the vast range in firms’ asset size in this
analysis, ROA is a more appropriate measure of a firm’s ability to generate profits than
net income. There is large variation in the fifty-one firms’ annual ROAs. While firms had
an average ROA of 0.02, in 2011 International Tobacco and Cigarettes netted an ROA of

32. https://www.ase.com.jo/en/history?history_category=61
33. Data collection for all industrial firms on the ASE’s secondary market in 2000 is ongoing.
34. (Min: 1.1; Max: 735.7; Mean: 64)
35. https://www.ase.com.jo/en/history?history_category=63
36. https://www.ase.com.jo/en/history?history_category=64
37. http://www.ccd.gov.jo/bylink12.aspx
38. https://www.investopedia.com/terms/c/chairman.asp
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0.31. At the other extreme, the Union Chemicals and Vegetable Oils Industry experienced
a 2010 ROA of -0.63. I complement this continuous measure of firms’ economic success
with a dummy variable labeled Profitable. This variable equals one if a firm had a positive
annual ROA. Data on firms’ total assets and net income are available on the ASE website.
Because of post-treatment concerns, I operationalize firms’ economic success based on their
ROA in the fiscal year prior to a ministerial turnover.

Dependent Variable: Cumulative Abnormal Returns (CAR)

Event studies examine firms’ cumulative abnormal returns (CAR) in the days or “event
windows" after an unexpected event. CAR captures the difference between a stock price’s
actual and predicted price. I estimate each firm’s predicted stock price based on how
their stock price correlates with the ASE’s industry index in “normal" times before the
unexpected ministerial turnover. This is a simple linear regression of each firm’s stock
price’s performance relative to the ASE’s industry index during the trading days prior to
a ministerial turnover. The period prior to the event is the “estimation window." I use an
estimation window of sixty trading days before a ministerial turnover. Incorporating the
ASE’s industry index helps control for stock prices’ sensitivity to broader changes in the
market (MacKinlay 1997). Trading days are days when the ASE is open. They exclude
weekends and holidays.

Cumulative Abnormal Returns (CAR) are the sum of a firm’s daily abnormal returns
across an “event" window. These are the trading days after an unexpected event. I calculate
daily abnormal returns by subtracting a stock price’s actual return minus their predicted
return for each day of an “event window." The duration of “event windows" vary from one
to seven trading days after an event. All event windows include returns from the day of the
event.39 I analyze all 4,181 trading days from 2000 to 2016. Firms’ daily stock prices and
the ASE’s daily industry index from 2000 to 2016 are available on the ASE’s website.40

If a stock price performs better (or worse) than their predicted performance in the
trading days or “event window" following an event, this “abnormal" difference indicates that
the event positively (or negatively) changed how investors value a firm’s future earnings.
If firms with chairmen from the same ethnic group of a newly appointed trade minister
have higher CARs than firms with chairmen who do not belong to the same ethnic group
of a new trade minister, this indicates that investors believe that ethnic ties to a new trade
minister will increase firms’ future earnings. This suggests that investors believe that new
trade ministers favor or add value to firms with coethnic chairmen.

Events: Ministerial Turnovers at the MITS

I examine investor reactions to ministerial turnovers at the MITS. The MITS website
presents dates of trade ministers’ appointment to cabinet.41 It does not disclose when the
previous minister was dismissed. I am not interested in the effect of ministerial turnovers on
firms’ expected profitability, but how firms’ ethnic ties to ministers, and those firms’ past
economic performance, influence investors’ valuations of their future earnings following a
ministerial turnover.

Table 4 displays the dates of new trade minister appointments at the MITS42 from 2000
to 2016, as well as whether the appointment caused an ethnic turnover. There were 15 min-

39. For events that occur on days when the ASE is closed, I set the closest trading day to the event as
the event day.
40. https://www.ase.com.jo/en/history?history_category=65
41. https://mit.gov.jo/Pages/viewpage?pageID=129
42. The “Trading Day" column indicates the day in the analysis (From Day 1 to 4,181) of the ministerial

appointment.
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isterial turnovers during this period. Seven of the fifteen ministerial appointments resulted
in an ethnic turnover between trade ministers of Palestinian and East Bank descent.

Figure 2 plots in black dashed vertical lines the timing of ministerial turnovers in
relation to the ASE Market Capitalization Index. This index adds each of the fifty one
firms’ market capitalization rate. This is their daily closing price multiplied by their
number of subscribed shares (in millions). The color between the vertical lines indicate
whether a Palestinian (Green) or East Bank (Red) trade minister ruled over the MITS.
The X axis represents the number of trading days on the ASE from 2000 to 2016. Unlike
in many stock markets in low and middle-income countries, the large fluctuations of the
ASE market index suggest that ASE investors are active.

Figure 2: Trade Minister Turnover and Market Capitalization on the ASE
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Different firm-level characteristics may influence ministerial turnovers’ effect on in-
vestors’ valuations of firms’ future expected earnings. Larger or older firms may be more
insulated from the market consequences of ministerial turnovers. Investors may be more
sensitive to the effects of ministerial turnovers on more indebted firms. Trade ministers’
ability to favor firms may vary across industry. They may have less discretion over highly
regulated industries (Tobacco Production; Pharmaceutical and Medical). Lastly, four of
the firms in the analysis are formerly State-Owned Enterprises (SOE).43 SOEs may be less
affected by ministerial turnover than smaller firms with no history of state support.

To test H1, I use a standard Ordinary Least Squares (OLS) regression model with the
following specifications for firm i following ministerial turnover y :

CAR (i,y) = a+ β1(Ethnic Ties (i,y) ∗ ROA (i,y))+
β2Ethnic Ties (i,y)+ β3ROA (i, y)+
β4Firm Controls (i, y)+ β5Firm (i)

+β6(i,y)

(1)

43. These are Jordan Petroleum Refinery, Jordan Phosphate Mines, Jordan Potash, Jordan Cement
Factories.
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The coefficient for the interaction between Ethnic Ties and ROA (β1) is the main
independent variable of interest. Ethnic Ties is a dummy variable equal to one if a firm’s
chairman belongs to the same ethnic group as a new trade minister. ROA is a firm’s Net
Income divided by Total Assets in the fiscal year prior to the ministerial turnover. Firm
control variables include a firm’s total assets (Logged)44, date of establishment (DOE), its
logged Debt-Asset Ratio45, and whether it was one of Jordan’s four SOEs (Big 4). As
with ROA, firms’ Total Assets and Debt-Asset Ratio controls are from the fiscal year prior
to a ministerial turnover. β5 represents Firm fixed-effects. β6 is the error term. I cluster
standard errors at the firm level.

Cumulative Abnormal Returns (CAR) for firm i following ministerial turnover y is the
outcome of interest. The ensuing analysis presents firms’ CAR one trading day after a
ministerial turnover. This is the trading day closest to the ministerial turnover, and thus
the cleanest measure of a turnover’s effect on investors’ valuation of firms’ future earnings.
The average one day CARs across following fifteen ministerial turnovers is -0.002. I then
extend this analysis to examine firms’ CARs with different event windows (one to seven
trading days) as a robustness check.

Table 6 provides mean summary statistics for these variables. There is no statistically
significant difference in means between firms with and without ethnic ties to a new trade
minister.

Results: Profits, Ethnic Ties and CARs after Ministerial Turnovers

Table 1 demonstrates a positive and statistically significant relationship between the ROA
and Ethnic Ties interaction term and Cumulative Abnormal Returns (CARs) in the trading
day following a ministerial turnover. Model 1 finds no statistically significant relationship
between firms with ethnic ties to a new trade minister and their CAR. Model 2 interacts
firms’ profits (ROA) with having ethnic ties to the new trade minister. Model 3 adds
firm-level controls. Model 4 incorporates firm fixed effects. The interaction term of Ethnic
Ties and ROA is positive and statistically significant at the five percent level in all model
specifications. The size of the interaction coefficient is also important. The stock price
of firms on average decreased .2 percentage points lower than predicted the trading day
after a ministerial turnover. When applying the model specifications of Model 4, however,
the stock price of an ethnically connected firm with a median ROA of 0.02 is predicted
to increase .2 percentage points higher than predicted the trading day after a ministerial
turnover.

44. Book value, in Millions of Jordanian Dinars
45. This is a firm’s total liabilities divided by total assets.
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Table 1: Profits, Ethnic Ties and Abnormal Returns the day after a Ministerial Turnover

DV: Cumulative Abnormal Returns (CAR)

(1) (2) (3) (4)

Ethnic Ties* 0.041∗∗ 0.040∗∗ 0.073∗∗

ROA (0.018) (0.019) (0.030)

Ethnic Ties 0.002 0.001 −0.00005 −0.0001
(1 = Yes) (0.004) (0.004) (0.004) (0.005)

ROA −0.003 0.003 0.006
(0.013) (0.014) (0.017)

DOE 0.001 −0.002∗

(Decades) (0.001) (0.001)

Total Assets 0.003∗∗ 0.008∗

(Logged) (0.001) (0.005)

Debt-Asset 0.004∗ 0.013∗∗

Ratio (Logged) (0.002) (0.006)

Big 4 −0.007 −0.013
(1 = Yes) (0.006) (0.010)

Constant −0.014 −0.014 −0.169 0.275∗

(0.009) (0.009) (0.284) (0.162)

Observations 668 651 651 651
R2 0.031 0.034 0.040 0.114
Adjusted R2 0.014 0.013 0.013 0.031

Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01

CAR covers one trading day after a ministerial turnover. All
control variables are from the fiscal year prior to the ministerial
turnover. Standard errors are clustered at the firm level. Models
1 to 3 use industry fixed effects. Model 4 uses firm fixed effects.
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Table 7 in the Appendix applies Model 4 from Table 1 but varies the event window or
duration of trading days following a ministerial turnover to calculate firms’ CARs. Table 8
and Table 9 replicate Table 1 and Table 7 but use a thirty instead of a sixty trading day
estimation period prior to ministerial turnovers to calculate firms’ CARs. Lastly, Table
10 re-runs Table 7 but excludes trading days where the day-to-day stock price of a firm
changed by more than twenty five percent. Some may worry that these outlier events46

may skew estimates of firms’ predicted stock prices and their CARs. The Ethnic Ties*ROA
coefficient remains positive and statistically significant across all of these robustness checks.

The coefficient for Ethnic Ties, however, is consistently statistically insignificant across
all models. Investors do not believe that ethnic ties to a new trade minister uniformly adds
to firms’ future earnings. Nor does the stock price of profitable firms perform better than
predicted following ministerial turnovers. The ROA coefficient is statistically insignificant
across all models. This suggests that trade ministers do not reflexively favor coethnics or
profitable firms. Investors expect profitable firms with ethnic ties to the new trade minister
to from from ministerial turnovers.

For ease of interpreting the interaction coefficient, Table 2 subsets the data between
firms with (Models 1 and 2) and without (Models 3 and 4) ethnic ties to a new trade
minister. It also applies a binary measure of Profit (Models 2, 4) to address concerns that
extreme levels of ROAs may be driving these results. Whether employing a continuous
(Model 1) or binary (Model 2) measure, firms’ prior economic success is only positively
correlated with CARs for firms with ethnic ties to a new trade minister.

46. There are 72 firm-day observations of these extreme price changes, representing 0.03 percent of all
trading day observations.
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Table 2: Profits and Abnormal Returns for Firms With and Without Ethnic Ties to a New
Trade Minister

DV: Cumulative Abnormal Returns (CARs)

Ethnic Ethnic No Ethnic No Ethnic

Ties Ties Ties Ties

ROA 0.098∗∗∗ 0.020
(0.034) (0.023)

Profitable 0.025∗∗∗ −0.010
(1 = Yes) (0.007) (0.010)

DOE −0.191∗∗ −0.116∗ −0.006∗∗∗ −0.005∗∗∗

(Decades) (0.087) (0.065) (0.002) (0.001)

Total Assets 0.002 −0.001 0.011 0.011
(Logged) (0.008) (0.006) (0.008) (0.008)

Debt-Asset 0.012∗ 0.012∗∗ 0.021∗ 0.015∗

Ratio (Logged) (0.007) (0.006) (0.011) (0.008)

Big 4 −0.786∗∗ −0.478∗ −0.052∗∗∗ −0.052∗∗∗

(1 = Yes) (0.372) (0.281) (0.016) (0.015)

Constant 37.970∗∗ 23.108∗ 1.079∗∗∗ 0.991∗∗∗

(17.214) (12.931) (0.274) (0.226)

Observations 212 212 439 439
R2 0.212 0.240 0.187 0.191
Adjusted R2 0.022 0.057 0.075 0.079

Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01

CAR covers one trading day after a ministerial turnover. All control
variables are from the fiscal year prior to the ministerial turnover.
Standard errors are clustered at the firm level. Models 1 and 2 rep-
resent firms with ethnic ties to a new trade minister. Models 3 and
4 represent firms without ethnic ties to a new trade minister. All
models use firm fixed effects.

Robustness Checks

Some may question the unexpectedness of ministerial turnovers. More profitable firms may
exert greater pressure on the King to appoint a coethnic trade minister. Investors may
be aware of these lobbying efforts in the days or weeks preceding a ministerial turnover.
If so, the stock price of profitable firms with ethnic ties to the next trade minister should
perform better than expected in the days preceding the ministerial turnover.

Table 11 in the Appendix examines firms’ CARs in the trading day before the an-
nouncement of a new trade minister. Replicating the model specifications of Table 1, it
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finds no statistically significant relationship between the interaction term of firms’ ROA
and having ethnic ties to the new trade minister with CARs for the trading day before a
ministerial turnover. Table 12 offers an additional placebo test. It demonstrates no statisti-
cally significant relationship between the interaction term of firms’ ROA and having ethnic
ties to a new minister with CARs on the tenth trading day before a ministerial turnover.
Investors’ valuations of firms’ future earnings do change after a ministerial turnover, and
they strongly value profitable firms with ethnic ties to the new trade minister.

Conclusion

This analysis suggests that economic success begets ethnic favoritism. Through an event
studies analysis of ministerial turnover on the Amman Stock Exchange, it demonstrates
that only the stock prices of profitable firms with ethnic ties to a new trade minister perform
better than expected after a ministerial turnover. ASE investors value ethnic ties to trade
ministers, but only among profitable firms. The value of ethnic ties increases as firms
become more profitable. The positive correlation between profits and ethnic favoritism on
the ASE is robust to a range of model specifications and placebo tests.

This analysis advances, but does not test, that economic success attracts ethnic fa-
voritism through two complementary mechanism. Economic success arms agents with
the resources to reward coethnic state actors for ethnic favoritism. Ethnic ties between
state actors and economically successful coethnics lower the transaction costs of these
arrangements by providing coethnic trust and sanctioning mechanisms. Together, these
complementary mechanisms skew ethnic favoritism towards actors who may need it least:
the economically successful.

This paper makes two contributions. First, it proposes that ethnic favoritism may be
highly regressive. Existing scholarship on ethnic favoritism focuses on the distribution of
public goods - wells (Ejdemyr, Kramon, and Robinson 2018)), roads (Burgess et al. 2015),
public schools (Franck and Rainer 2012). These goods disproportionately benefit the poor.
Little work empirically assesses whether the better-off benefit from ethnic favoritism. An
expanding research agenda points to institutional conditions - levels of party competition
(Cammett 2014), ethnics groups’ concentration within electoral districts (Ejdemyr, Kra-
mon, and Robinson 2018) and incumbency status (Arriola 2009) - to explain variation in
ethnic favoritism. This analysis indicates that within-group economic heterogeneity may
also shape patterns of ethnic favoritism.

Second, this paper adds to the business politics literature. Much like personal (Chekir
and Diwan 2014) and party (Truex 2014; Szakonyi 2018) ties, this analysis demonstrates
that investors value firms with ethnic ties to state actors in societies with politically salient
ethnic groups. The value of ethnic ties, however, is highly dependent on firms’ pre-existing
profitability.

This paper hopes to encourage future scholarship on the relationship between economic
success and ethnic favoritism in several domains. First, while publicly traded firms provide
a wealth of data, they are highly unrepresentative. Future work could test this paper’s
hypothesis in contexts were smaller, poorer, or informal firms are also present. Second, this
study is grounded in a non-electoral context. State actors may be more attuned to poorer
coethnics when and where they are more dependent on poorer voters. Additional research
could explore ethnic favoritism across electoral districts with different socio-economic char-
acteristics. Lastly, the state actors in this analysis operate under highly uncertain time
horizons. The exogenous factors that prompt trade ministers’ appointments and dismissals
may incentivize behaviors that would be different if fixed term dates bounded Jordanian
ministers’ tenures. This analysis only examines newly appointed state actors. Do these
regressive patterns of ethnic favoritism persist among more seasoned policymakers? The
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strengths of this paper’s identification strategy limit its external validity. I invite future
work to investigate the relationship between wealth and ethnic favoritism in these other
institutional contexts.
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Appendix

Figure 3: Ratio of Ministers of Palestinian Descent (2004 - 2012)

Source: Wikileak Cables

Figure 4: Jordanian Trade Ministers (2000 - 2016)

Name Ethnic Background Tenure Months
Mohamad Halaiqua Palestinian Jan 2000 - May 2000 5

Wasaf A’zer East Banker Jun 2000 - Sep 2001 16
Salaheddin Al Bashir East Banker Oct 2001 - Jun 2003 21

Mohamad Aboud Hamour East Banker Jul 2003 - Sep 2003 3
Mohamad Halaiqua Palestinian Oct 2003 - Sep 2004 12
Ahmed Hendawi East Banker Oct 2004 - Mar 2005 6

Mohammed Shareef Al-Zubi Palestinian Apr 2005 - Oct 2006 19
Salem Al Khazaleh East Banker Nov 2006 - Oct 2007 12
Aamer Al Hadidi East Banker Nov 2007 - Jan 2011 39
Hani Al Mulki East Banker (Syrian) Feb 2011 - Sep 2011 8
Sami Qamua East Banker Oct 2011 - Mar 2012 6

Shabeeb Amari East Banker Apr 2012 - Sep 2012 6
Hatem Al Halawani Palestinian Oct 2012 - Feb 2015 29

Maha Ali Palestinian Mar 2015 - April 2016 14
Jawad Al Anani Palestinian May 2016 - Aug 2016 4
Yarab Qada East Banker Sep 2016 - Dec 2016 4

Draft. Please do not share or cite without author’s permission. 17



Table 3: Tade Ministers’ Background (Means)

East Banker Palestinian

Number 10 5
Age 51.3 54

Education* 2.3 2.2
Private Sector Experience* 0.67 0.60

Note: Education* (1 = BA, 2 = Masters, 3 = PhD), Pri-
vate Sector = 1 if Minister has private sector experience
prior to position, Age = when becoming minister. Both
Age and Private Sector Experience are averages.

Table 4: Events: Trade Minister Turnover

Event Date Year Trading Minister Ethnic
Day Ethnicity Turnover

Jun. 19 2000 2000 113 East Banker 1
Oct. 28 2001 2001 445 East Banker 0
Jul. 21 2003 2003 865 East Banker 0
Oct. 26 2003 2003 933 Palestinian 1
Oct. 25 2004 2004 1179 East Banker 1
Apr. 7 2005 2005 1286 Palestinian 1
Nov. 22 2006 2006 1683 East Banker 1
Nov. 25 2007 2007 1933 East Banker 0
Feb. 9 2011 2011 2727 East Banker 0
Oct. 24 2011 2011 2904 East Banker 0
May. 2 2012 2012 3032 East Banker 0
Oct. 11. 2012 2012 3145 Palestinian 1
Mar. 2 2015 2015 3728 Palestinian 0
Jun. 1 2016 2016 4043 Palestinian 0
Sep. 28 2016 2016 4118 East Banker 1
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Table 5: Firms in the Event-Studies Analysis

Firm Name Industry Symbol DOE Mean Annual Total Assets
(Millions of Jordanian Dinars)

The Industrial
Commercial Agricultural Chemical Industries ICAG 1961 22

Jordan Chemical Industries Chemical Industries JOIC 1980 5.2
Industrial Resources Chemical Industries JOIR 1991 19.8

Arab Chemical
Detergent Industries Chemical Industries ACDT 1974 7

Universal Chemical
Industries Chemical Industries UNIC 1981 3

Jordan Sulpho-Chemicals Chemical Industries JOSL 1983 7.9
National Chlorine Chemical Industries NATC 1991 13.1
Rafi Industrial Chemical Industries RAFI 1974 3.1

Middle East Complex
for Engineering / Gold Star Electrical Industries MECE 1994 223

National Cable and
Wire Manufacturing Electrical Industries WIRE 1983 28.3

Jordan New Cable Electrical Industries JNCC 1992 53.3
Arabian Steel

Pipes Manufacturing Engineering and Construction ASPMM 1994 17.5

Jordan Pipes
Manufacturing Engineering and Construction JOPI 1973 9

Aladdin Industries Engineering and Construction IENG 1981 3.4
Attanqeep Construction
Material Manufacturing Engineering and Construction ATTA 1990 6.2

Jordan Wood
Industries Engineering and Construction JWICO 1992 12.1

Jordan Dairy Food and Beverages JODA 1968 8
Union Chemicals and
Vegetable Oils Industry Food and Beverages UCVO 1993 7.4

Jordan Vegetable
Oil Industries Food and Beverages JVOI 1953 11.4

General Investment Food and Beverages GENI 1955 23
Universal Modern

Industries Food and Beverages UMIC 1989 10.2

Kawther Investment Food and Beverages KTHR 1988 37.4
Livestock & Poultry Food and Beverages LIPO 1976 4.3

The Arab International
Food Industry Food and Beverages AIFF 1994 21.4

Jordan Ceramic
Industry Glass and Ceramic Industries JOCF 1966 11.4

International Ceramic
Industries Glass and Ceramic Industries ICER 1993 8

Jordan Cement Factories Mining and Extraction Industries JOCM 1951 214
National Steel Industry Mining and Extraction Industries NAST 1979 6.6

Jordan Steel Mining and Extraction Industries JOST 1993 57.7
National Aluminium

Industrial Mining and Extraction Industries NATA 1994 15

Arab Aluminium
Industrial Mining and Extraction Industries AALU 1976 17.2

International
Silica Industries Mining and Extraction Industries SLCA 1997 2.3

Public Mining Mining and Extraction Industries GENM 1973 2.6
Arab Potash Mining and Extraction Industries APOT 1958 691.9

Jordan Phosphate Mines Mining and Extraction Industries JOPH 1953 549.9
Jordan Paper and

Cardboard Factories Paper and Cardboard Industries JOPC 1973 15.3

Arab Paper
Converting and Trading Paper and Cardboard Industries APCT 1978 5.5

Pearl Paper and Cardboard Industries PERL 1993 4
Arab Pharmaceutical

Manufacturing Pharmaceutical and Medical Industries APMC 1962 54.4

Dar Al Dawa Pharmaceutical and Medical Industries DADI 1975 69
Arab Center for

Pharma and Chemicals Pharmaceutical and Medical Industries APHC 1983 8

Al-Ekbal
Printing and Packaging Printing and Packaging EKPC 1994 10.1

Jordan Tanning Textiles, Leathers and Clothings JOTN 1957 4.1
Jordan Worsted Mills Textiles, Leathers and Clothings JOWM 1962 73
International Textile

Manufacturing Textiles, Leathers and Clothings ITEX 1993 1.8

Woolen Industries Textiles, Leathers and Clothings WOOL 1964 1.1
Jordan Rockwool

Industries Textiles, Leathers and Clothings JOWL 1981 2.6

El-Zay Ready
Wear Manufacture Textiles, Leathers and Clothings ELZA 1992 19.7

International Tobacco
and Cigarettes Tobacco Production ITCC / EICO 1992 70.3

Union Tobacco Tobacco Production UTOB 1993 56.8
Jordan Petroleum Refinery Utilities and Energy JOPT 1953 735.7
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Table 6: Balance Table: Mean Averages for Firms With and Without Ethnic Ties to a
New Trade Minister

All Firms Ethnic Ties No Ethnic
Ties P. Value

CAR -0.002 -0.003 -0.002 0.64
(1 Day)
Profit 0.69 0.67 0.71 0.35

(1 = Yes)
ROA 0.02 0.02 0.02 0.77

DOE 1979 1979 1979 0.9

Total Assets
(Logged) 2.79 2.72 2.81 0.5

Debt to Assets
Ratio (Logged) 3.26 3.38 3.26 0.77

Big 4 0.09 0.07 0.1 0.15

Observations 668 219 449

P.values calculate differences between firms with and without ethnic ties to
a new trade minister.
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Table 7: Profits, Ethnic Ties and Abnormal Returns after Ministerial Turnovers with
varying Event Window Durations

(CAR 1) (CAR 2) (CAR 3) (CAR 5) (CAR 7)

Ethnic Ties* 0.073∗∗ 0.081∗∗ 0.073∗ 0.118∗∗ 0.157∗∗∗

ROA (0.030) (0.033) (0.038) (0.049) (0.059)

Ethnic Ties −0.0001 0.001 0.0003 −0.001 −0.005
(1 = Yes) (0.005) (0.005) (0.006) (0.006) (0.008)

Ethnic Ties* 0.073∗∗ 0.081∗∗ 0.073∗ 0.118∗∗ 0.157∗∗∗

ROA 0.006 0.016 0.019 0.038 0.032
(0.017) (0.019) (0.020) (0.029) (0.043)

Constant 0.275∗ 0.895∗∗∗ −0.032 −0.029 0.842∗∗∗

(0.162) (0.182) (0.192) (0.204) (0.255)

Observations 651 651 651 651
R2 0.114 0.124 0.125 0.092
Adjusted R2 0.031 0.041 0.042 0.006

Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01

Each model runs Model 4 from Table 1 but applies different event windows
after ministerial turnovers. Model 1 captures CARs for the first trading day
after a ministerial turnover. Model 5 captures CARs over the seven trading
days following a ministerial turnover.
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Table 8: Ethnic Ties and Abnormal Returns after Ministerial Turnovers with Shorter
Estimation Window

DV: Cumulative Abnormal Returns (CARs)

(1) (2) (3) (4)

Ethnic Ties* 0.037∗∗ 0.037∗ 0.071∗∗

ROA (0.019) (0.020) (0.030)

Ethnic Ties 0.002 0.001 0.0001 −0.0001
(1 = Yes) (0.004) (0.004) (0.004) (0.005)

ROA −0.002 0.003 0.006
(0.013) (0.014) (0.017)

DOE 0.001 −0.002∗

(Decades) (0.001) (0.001)

Total Assets 0.003∗∗∗ 0.009∗

(Logged) (0.001) (0.005)

Debt-Asset 0.003 0.013∗∗

Ratio (Logged) (0.002) (0.006)

Big 4 −0.008 −0.014
(1 = Yes) (0.006) (0.010)

Constant −0.013 −0.013 −0.201 0.277∗

(0.009) (0.009) (0.282) (0.161)

Observations 668 651 651 651
R2 0.030 0.032 0.039 0.112
Adjusted R2 0.012 0.011 0.012 0.028

Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01

CAR covers one trading day after a ministerial turnover. All
control variables are from the fiscal year prior to the ministerial
turnover. Standard errors are clustered at the firm level. Models
1 to 3 use industry fixed effects. Model 4 uses firm fixed effects.
Models use thirty trading day estimation period.
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Table 9: Ethnic Ties and Abnormal Returns after Ministerial Turnovers with varying Event
Window Durations and Thirty Day Estimation Period

(CAR 1) (CAR 2) (CAR 3) (CAR 5) (CAR 7)

Ethnic Ties* 0.071∗∗ 0.079∗∗ 0.070∗ 0.079∗∗ 0.155∗∗∗

ROA (0.030) (0.033) (0.038) (0.039) (0.060)

Ethnic Ties −0.0001 0.001 0.0003 0.0005 −0.005
(0.005) (0.005) (0.006) (0.005) (0.008)

ROA 0.006 0.015 0.018 0.019 0.031
(0.017) (0.019) (0.020) (0.022) (0.042)

Observations 651 651 651 651
R2 0.112 0.119 0.118 0.031
Adjusted R2 0.028 0.036 0.035 0.005

Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01

Each model runs Model 4 from Table 1 but applies different event windows
after ministerial turnovers and uses a thirty trading day estimation period.
Model 1 captures CARs for the first trading day after a ministerial turnover.
Model 5 captures CARs over the seven trading days following a ministerial
turnover.
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Table 10: Ethnic Ties and Abnormal Returns After Minister Turnovers Excluding Outliers

DV: Cumulative Abnormal Returns (CAR)

(1) (2) (3) (4)

Ethnic Ties* 0.035∗ 0.035∗ 0.051∗∗

ROA (0.018) (0.019) (0.022)

Ethnic Ties −0.0003 −0.001 −0.002 −0.002
(1 = Yes) (0.002) (0.002) (0.002) (0.003)

ROA 0.006 0.007 0.008
(0.010) (0.012) (0.015)

DOE −0.001 −0.001∗∗∗

(Decades) (0.001) (0.0003)

Total Assets 0.003∗∗∗ 0.006∗∗∗

(Logged) (0.001) (0.002)

Debt-Asset 0.002 0.006∗∗

Ratio (Logged) (0.001) (0.002)

Big 4 −0.012∗∗∗ −0.006∗

(1 = Yes) (0.004) (0.003)
Constant −0.006 −0.006 0.117 0.131∗∗∗

(0.004) (0.004) (0.160) (0.047)

Observations 668 651 651 651
R2 0.030 0.038 0.053 0.122
Adjusted R2 0.012 0.017 0.026 0.039

Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01

CAR covers one trading day after a ministerial turnover. All
control variables are from the fiscal year prior to the ministerial
turnover. Standard errors are clustered at the firm level. Models
1 and 2 represent firms with ethnic ties to a new trade minister.
Models 3 and 4 represent firms without ethnic ties to a new trade
minister. All model uses firm fixed effects.
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Table 11: Ethnic Ties and Abnormal Returns the Trading Day Before a Ministerial
Turnover

DC: Cumulative Abnormal Returns (CAR)

(1) (2) (3) (4)

Ethnic Ties* −0.008 −0.009 −0.017
ROA (0.017) (0.018) (0.018)

Ethnic Ties 0.001 0.002 0.001 0.001
(1 = Yes) (0.001) (0.001) (0.001) (0.001)

ROA 0.022∗ 0.019 0.020
(0.012) (0.014) (0.016)

DOE 0.0002 −0.003∗∗∗

(Decades) (0.001) (0.0002)

Total Assets 0.002∗ −0.002
(Logged) (0.001) (0.002)

Debt-Asset −0.0001 0.0001
Ratio (Logged) (0.001) (0.002)

Big 4 −0.008∗∗ −0.025∗∗∗

(1 = Yes) (0.004) (0.003)

Constant −0.004∗∗∗ −0.005∗∗∗ −0.044 0.575∗∗∗

(0.001) (0.001) (0.104) (0.040)

Observations 668 651 651 651
R2 0.016 0.028 0.035 0.082
Adjusted R2 −0.002 0.007 0.007 −0.005

Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01

CAR covers one trading day before a ministerial turnover. All control
variables are from the fiscal year prior to the ministerial turnover.
Standard errors are clustered at the firm level. Models 1 to 3 use
industry fixed effects. Model 4 uses firm fixed effects.
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Table 12: Ethnic Ties and Abnormal Returns the Tenth Trading Day before a Ministerial
Turnover

DV: Cumulative Abnormal Returns (CAR)

(1) (2) (3) (4)

Ethnic Ties* 0.015 0.015 0.011
ROA (0.016) (0.017) (0.019)

Ethnic Ties −0.0001 −0.0004 −0.001 −0.00001
(1 = Yes) (0.002) (0.002) (0.002) (0.002)

ROA 0.011 0.010 0.019
(0.012) (0.013) (0.015)

DOE 0.001 −0.004∗∗∗

(Decades) (0.001) (0.0003)

Total Assets 0.0004 0.002
(Logged) (0.001) (0.002)

Debt-Asset −0.0005 0.0004
Ratio (Logged) (0.001) (0.002)

Big 4 0.0003 −0.019∗∗∗

(1 = Yes) (0.004) (0.004)

Constant −0.001 −0.001 −0.165 0.707∗∗∗

(0.002) (0.002) (0.111) (0.047)

Observations 669 652 652 652
R2 0.007 0.016 0.020 0.076
Adjusted R2 −0.011 −0.005 −0.008 −0.011

Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01

CAR covers tenth trading day before a ministerial turnover. All
control variables are from the fiscal year prior to the ministerial
turnover. Standard errors are clustered at the firm level. Models
1 to 3 use industry fixed effects. Model 4 uses firm fixed effects.
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