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Abstract 

 

A Source of New Information?  

The Market Effects of Corporate Testimony in  

Congressional Hearings (2000-2005) 

 

Herschel Fred Thomas III, MA 

The University of Texas at Austin, 2011 

 

Supervisor:  Bryan D. Jones 

 
Given that Congressional hearings are established legislative and political 

information generating tools for committee members engaging in oversight, fact finding, 

and agenda setting, I examine whether or not hearings provide information to actors 

outside of government.  More specifically, does testimony by corporate representatives 

provide new information to the stock market about the future profitability of certain 

firms?  In this paper, I utilize a new dataset collected by Workman and Shafran (2009) 

that includes 3,300 witnesses (and their affiliations) who testified in business regulation 

hearings between 2000 and 2005.  I identify 99 publicly traded firms with representatives 

testifying in 117 hearings, and utilize event study methodology to estimate the effects of 



 vi 

testimony events on the daily stock returns of corresponding firms.  I find that, even with 

the ‘expectedness’ of Congressional hearings, such events negatively impact stock 

returns both generally as well as with greater magnitude under certain conditions.  This 

event effect is largest for politically sensitive firms and for hearings held in the Senate.  

When selecting a portfolio of firms that combines all significant conditions, I determine 

that the ‘upper bound’ of the effect is one-half a standard deviation in daily returns (or a 

change of -1.6% in prices).  Congressional hearings with corporate testimony do, in fact, 

generate information for external actors. 
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INTRODUCTION 

Similar to agency bureaucrats who actively pursue strategies to avoid public 

Congressional hearings (Weingast and Moran 1983), we can safely assume that corporate 

representatives would rather remain in the boardroom than be dragged to the witness 

table.  Public scrutiny and media attention aside, Congressional hearings may increase 

ambiguity about government action, or confirm expectations of forthcoming regulation 

regarding specific, publicly traded firms.  In this paper, I examine if hearings that involve 

the testimony of firm representatives generate information that extends beyond their well-

documented role in the legislative system and to profit-seeking investors intent on 

reducing uncertainty.   
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HEARINGS AS EXTERNAL INFORMATION SUPPLIERS? 

The U.S. Congress holds roughly 1,400 hearings1 each year, utilizing Senate and 

House meeting rooms for agenda-setting, oversight, fact-finding and investigation 

(Davidson et al. 2008).  Though their overlapping functions serve as fundamental 

components of the proceedings of Congress, scholars suggest that their content is so 

scripted and expected that no new information is generated during the actual hearings.  

Others suggest that the mere act of scheduling a costly hearing provides direct and useful 

information to the floors of the two chambers.  This importance and distinct role of 

Congressional hearings held by Senate and House committees is widely accepted 

(Oleszek 1989), and others argue the committee system, of which hearings are a key 

component, is a primary venue for information gathering and analysis (Arnold 1990, 

Krehbiel 1991, Palmer 2007).   

The purpose of individual hearings, however, varies widely from fact-finding 

(Huitt 1954) and providing information to the floor about legislative priorities and policy 

effectiveness (Edwards, Barrett and Peake 1997, Edwards and Wood 1999, Diermeier 

and Feddersen 2000, Burstein and Hirsch 2007) to staking out committee jurisdictions 

(Jones et al. 1993, Baumgartner and Jones 1993/2009, Talbert et al. 1995) and overseeing 

                                                
1 For direct reference, the U.S. Government Printing Office defines a hearing as “a 
meeting or session of a Senate, House, Joint, or Special Committee of Congress, usually 
open to the public, to obtain information and opinions on proposed legislation, conduct 
an investigation, or evaluate/oversee the activities of a government department or the 
implementation of a Federal law. In addition, hearings may also be purely exploratory in 
nature, providing testimony and data about topics of current interest.”  Further, the Policy 
Agendas Project (www.policyagendas.org) tracks the number of annual hearings since 
1946 across topics.  
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the executive bureaucracy (Aberbach 1991).  Additionally, Congressional hearings 

provide venues for examining constituent grievances, exploring the need for legislation in 

a particular area, orchestrating political theatre, and publicizing chair activities (Davidson 

et al. 2008).  Research on agenda-setting dynamics and decision-making (Jones 1994, 

Baumgartner and Jones 1993, Baumgartner and Jones 2005) further emphasizes that 

hearings are central to the emergence of issues on the national legislative agenda.  That 

said, the content of hearings is prepared well in advance (Palmer 2007) and most hearings 

follow a traditional format where the reading of prepared statements dominates the 

hearing with limited time for witness questioning (Davidson et al. 2008).  Further, it is 

not uncommon for already informed members to ‘stack the deck’ of witnesses in their 

favor (Leyden 1995).      

Given that hearings are understood to be an important component of the 

legislative and political information flows of Congress, but that their content is largely 

pre-prepared, I seek to determine the ‘expectedness’ of Congressional hearings and, more 

specifically, to examine whether or not hearings themselves generate new information to 

outside actors when a representative of a publicly traded firm appears as a witness.  By 

focusing on a venue outside Congress, the stock market, this work provides a starting 

point to extend our textbook understanding of the role of hearings beyond the legislative 

and political systems.  Recent studies in political science utilizing event study 

methodology offer tremendous leverage to examine the external information (or lack 

thereof) generated by hearings, and I rely on them in the analysis to follow. 
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STOCK RETURNS AS A MEASURE OF POLITICAL INFORMATION  

Political scientists have long borrowed event study methodology from scholars of 

finance and economics (Brown and Warner 1985, see Binder 1998 for a review) to 

estimate the effects of political phenomena, including changes in government regulation, 

on the stock prices of individual firms and industry portfolios.  Beginning with Schwert’s 

(1981) study of regulatory change, researchers have uncovered instances where a direct 

effect of politics and policy on daily stock returns exists (Roberts 1990, McChesney 

1997, King and Soule 2007) as well as instances where it does not (Binder 1985, 

Ansolabehere et al. 2004).  Political scientists (or economists turned political scientists) 

mostly echo this sentiment, suggesting that changes in (or threats to change) the federal 

regulatory environment (Schwert 1985, Smith et al. 1986, McChesney 1997), U.S. Senate 

elections (Roberts 1990), and protest events (King and Soule 2007) can directly impact 

the stock prices of publicly traded firms.   

At the aggregate level, evidence suggests that market volatility is related to 

Presidential elections, Congressional sessions, and party control of Congress (Leblang 

and Mukherjee 2004/2005, Ferguson and Witte 2006, and Ederer et al. 2008).  With 

regard to effects on individual firms or industries, Roberts (1990) finds that changes in 

Senate party control have a different effect on the stock prices of defense firms than 

changes in the party of the President, while King and Soule (2007) find that social 

movements can impact stock prices of susceptible firms through public protests.  In 

addition, McChensey (1997) utilizes event study methodology to determine that even the 

threat of changes to the regulatory environment can spur negative abnormal stock returns 
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for those potentially impacted firms.  Of course, however, using stock market data to 

determine the outcomes of political change is non-standard.  Roberts (1990) argues that 

such methodology supports the realization of the political reality created by political and 

policy outcomes and that market forces provide ample incentives and sanctions for 

investors to correctly judge the implications of such events.   

As a result of their typical structure and the inherent expectedness of their content 

mentioned above, the effect of Congressional hearings (on the day of the hearing) on 

those directly related firms is most likely inconsequential.  That said, Roberts (1990) 

contends that the political sensitivity or political awareness of firms can increase the 

extent to which such effects manifest in stock prices.  Thus, the effects of Congressional 

hearings may emerge when taking the political awareness of firms into consideration.  

Drawing on these conclusions I generate the following hypotheses, and later test whether 

(and under what conditions) hearings that include testimony by corporate representatives 

breach expectations and provide new information to investors, or simply provide a setting 

for pre-planned and anticipated exchange.  As mentioned above, I expect any visible 

testimony effects to be negative in sign under the realistic assumption that public 

hearings with corporate witnesses are typically ‘bad for business,’ particularly those that 

focus on investigating corporate behavior and malfeasance, or determine the impact of 

potential regulation. 

 

General Information Hypothesis: Congressional hearings including testimony by firm 

representatives provide no new information to the market on the date they are held. 
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Political Sensitivity Hypothesis: Congressional hearings including testimony by firm 

representatives do provide new information to the market on the date they are held, but 

only for those firms that are politically aware (i.e. actively engaged in political influence 

strategies through D.C. lobbying). 

 

I additionally include and test two hypotheses regarding the general 

characteristics of firms and the hearings themselves to explore potential mediating factors 

on hearing effects.  Given the profit-driven motives of investors, it is likely that firm 

characteristics relating to the size of firms may condition the impact of corresponding 

Congressional hearings.  Large, high revenue firms may be less vulnerable to a single 

hearing, while small firms that are generally out of the public eye may suffer uniquely 

from Congressional scrutiny.  Secondly, I also examine how the nature and venue of 

individual hearings may mediate potential market effects.  Given the above expectations 

regarding the political awareness of firms (and the firm-specific nature of investing), it is 

unlikely that significant differences in effects will emerge when studying hearing venue.  

That said, the smaller number of hearings held in the Senate, as well as legislative 

expertise and prestige associated with the longer tenure and norms of Senators (Matthews 

1959), may lead to effects that are larger in magnitude for Senate hearings.  The nature of 

the hearing, whether focusing on legislative referrals or on non-legislative matters (i.e. 

investigation or fact-finding), may also mediate the strength of individual hearing effects 

on stock returns.   
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Firm Characteristics Hypothesis: Congressional hearings including testimony by firm 

representatives provide limited new information to the market on the date they are held, 

but the effects are mediated by firm characteristics (i.e. revenue and employees). 

 

Hearing Characteristics Hypothesis: Congressional hearings including testimony by 

firm representatives provide limited new information to the market on the date they are 

held, but the effects are mediated by hearing type and venue (i.e. non-

legislative/legislative hearings and chamber). 
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RESEARCH DESIGN 

In order to test these hypotheses, I engage in an event analysis similar in fashion 

to those works listed above that utilize a ‘market model’ design.  I first cast the widest 

feasible sample of Congressional hearings and the firm representatives testifying within 

them such that if hearing effects do exist, they are visible and I can isolate the conditions 

under which they occur.  I am careful, however, to avoid selection bias and engage in a 

systematic process of identifying hearings and firms that merely support the time-series 

nature of the analysis to follow above all else.  In sum, I draw on five sources of data: 1) 

Workman and Shafran’s (2009) dataset of Congressional hearing witnesses, 2) the 

Wharton Research Data Services’ Center for Research in Security Prices (CRSP) US 

Stock Database of historical daily stock returns, 3) the Wharton Research Data Services’ 

COMPUSTAT dataset of annual firm characteristics, 4) the Policy Agendas Project’s 

Congressional hearings dataset2 for hearing information, and 5) the Center for 

Responsive Politics’ Lobby Disclosure Act reports dataset3 for lobbying activity 

information.  I then estimate a number of longitudinal panel regression models that 

structure the data in a stacked ‘event-time’ series to analyze various portfolios separated 

by firm, political sensitivity, and hearing characteristics.  This research design enables 

both a broad analysis of the market effects of testimony by corporate representatives on 

                                                
2 These data were originally collected by Frank R. Baumgartner and Bryan D. Jones, 
with the support of National Science Foundation grant number SBR 9320922, and were 
distributed through the Department of Government at the University of Texas at Austin 
and/or the Department of Political Science at Penn State University. Neither NSF nor the 
original collectors of the data bear any responsibility for the analysis reported here. 
3 See http://www.opensecrets.org/lobby/index.php for more information. 
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their firms’ stock prices, as well as a specific, hypothesis-driven exploration of the 

conditions where such effects may exist (or are strongest in magnitude and significance).   

I first utilize Workman and Shafran’s (2009) dataset of Congressional hearing 

witnesses, which includes 570 hearings related to “Banking, Finance, and Domestic 

Commerce” as classified by the Policy Agendas Project4 between 2000 and 2005.  Next, 

I manually categorize each of the corresponding 2,642 unique witness affiliations based 

upon their visible (i.e. “Corp.” or “Inc.”) or common knowledge status (i.e. “AT&T”) as 

a for-profit firm.  In this first cut of the affiliation data, I erred on the side of including 

more records (i.e. those with ambiguous names) to minimize selection bias.  I then 

searched for the stock tickers and CUSIP unique firm identification codes of those firms 

corresponding to 923 affiliations using Google Finance, the Wharton Research Data 

Services company lookup tool, firm-specific websites, and other online sources.  Many of 

these affiliations were to private firms of various sizes and, in s ome cases, to firms that 

became publicly traded after the date of related hearings.  Here, I also excluded cases 

where an unclear subsidiary relationship existed to a publicly traded firm, a merger/split 

occurred during the time period that resulted in uncertainty, or there was ambiguity in 

identifying firms based on short affiliation names.   

 

 
  

                                                
4 See http://www.policyagendas.org/page/topic-codebook#15 for more information about 
the topics of hearings included within this category.   
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Table 1. List of Sample Firms and the Frequency of Testifying Witnesses with 
Affiliation 

 
Company Name Freq. 

 
Company Name Freq. 

A B B Ltd 1 
 

Intel Corp 4 
A M R Corp 1 

 
Intercontinental Hotels Grp Plc 1 

A O L Time Warner Inc 4 
 

Johnson & Johnson 2 
A T & T Corp 1 

 
Jones Lang Lasalle Inc 1 

Acxiom Corp 2 
 

JPMorgan Chase & Co 13 
Advanced Micro Devices Inc 1 

 
KeyCorp 2 

Airtran Holdings Inc 1 
 

Knight Trading Group Inc 4 
Allstate Corp 1 

 
Knology Inc 1 

Altera Corp 1 
 

Kraft Foods Inc 2 
Amazon.com Inc 1 

 
Labranche & Co Inc 1 

American Express Co 2 
 

Lehman Brothers Holdings Inc 1 
American Pacific Corp 1 

 
Marriott International Inc 1 

Ameritrade Holding Corp 2 
 

Medtronic Inc 1 
Apache Corp 1 

 
Metlife Inc 1 

Arbitron Inc 1 
 

Microsoft Corp 4 
Ariba Inc 1 

 
Moodys Corp 1 

B B & T Corp 1 
 

Morgan Stanley Dean Witter & Co 4 
Bank New York Inc 3 

 
N C R Corp 2 

Bank of America Corp 5 
 

Nektar Therapeutics 1 
Baxter International Inc 1 

 
News Corp Ltd 2 

Block H & R Inc 1 
 

Novell Inc 1 
Brilliant Digital Entmt Inc 1 

 
Olin Corp 1 

C S X Corp 1 
 

P G & E Corp 2 
Canadian National Railway Co 1 

 
P P G Industries Inc 2 

Capital One Financial Corp 2 
 

Pathfinder BanCorp Inc 1 
Central Pacific Financial Corp 3 

 
Polo Ralph Lauren Corp 1 

Chindex Intl Inc 1 
 

Progressive Corp 1 
Chubb Corp 1 

 
Qwest Communications Intl Inc 1 

Cisco systems Inc 4 
 

R P M international Inc 1 
Citigroup Inc 3 

 
Raymond James Financial Inc 1 

Coinstar Inc 1 
 

RealNetworks Inc 1 
Colonial Bancgroup Inc 1 

 
Red Hat Inc 1 

Dana Corp 1 
 

Sanders Morris Harris Group Inc 1 
Disney Walt Co 1 

 
Schwab Charles Corp 5 

Dow Chemical Co 1 
 

State Street Corp 1 
Drugstore Com Inc 1 

 
Sterling Bancshares Inc 1 

E Trade Financial Corp 2 
 

Supervalu Inc 1 
Earthlink Inc 1 

 
T Rowe Price Assoc Inc 3 

Eastman kodak Co 1 
 

Target Corp 1 
Ebay Inc 3 

 
Taser International Inc 1 

Equifax Inc 1 
 

U A L Corp 1 
Fair Isaac Corp 2 

 
U S BanCorp 1 

Ford Motor Co 4 
 

U S E C Inc 1 
General Electric Co 2 

 
Ultralife Batteries Inc 1 

General Motors Corp 2 
 

United Parcel Service Inc 1 
Goldman Sachs Group Inc 1 

 
Verizon Communications Inc 3 

H S B C Holdings Plc 1 
 

Wells Fargo & Co 5 
Hartford Financial Svcs Grp Inc 1 

 
Worldcom Inc 2 

Hollis Eden Pharmaceuticals Inc 1 
 

Z Tel Technologies Inc 1 
Huntington Bancshares Inc 1 

    
Note: 99 unique firms correspond to 172 testimony-firm pairs from 2000-2005.  See text 
for sampling and coding methodology. 
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This selection procedure resulted in 99 unique publicly traded firms and 172 

hearing testimony-firm pairs, as reported in Table 1.  This set of firms is wide-ranging in 

terms of industry focus, with a slightly inflated number of banking firms due to the scope 

of hearings examined by Workman and Shafran (2009).  It includes notable firms such as 

Amazon.com, Walt Disney Co., Ford Motor Co., Johnson & Johnson, News Corp., 

Lehman Brothers, Marriot Intl., Metlife, Target, Intel, Morgan Stanley, UPS, Goldman 

Sachs, Airtran, E*Trade, and Microsoft.  A few firms occur more than once in testimony-

firm pairs as their representatives testify in multiple hearings across the time period, with 

JPMorgan Chase (13), Bank of America (5), and Charles Schwab (5) as the most 

frequently occurring.  Additionally, Table 2 reports the titles of all firm representatives 

testifying before Congress in the sample.  Chairman, President and/or CEO is most 

frequent, with 30 occurrences, but the titles of witnesses range from this top spot on the 

board to directors of government affairs divisions, legal counsels, vice presidents, and 

executive officers, each with varying levels of specificity in title. 

 

  



 12 

Table 2. List of Firm Affiliations of Testifying Witnesses 
 

Title Freq.  Title Freq. 
Analyst, Equity Research Division 1  Managing Director 4 
Associate Gen. Counsel, Global Policy 1  Managing Director, Credit Portfolio Group 1 
Asst. Patent and Trademark Counsel 1  Managing Director, Credit and Rates Group 1 
Board Chairman 1  Managing Partner 2 
CEO 5  Mgr., Electronic Payments 1 
CEO Designate 1  Mgr., Product Marketing 1 
CEO, Citigroup GCIB 1  Mgr., Rail Services 1 
CFO 1  Mgr., Software Development 1 
Chairman 3  Partner 1 
Chairman and CEO 19  Pres. 3 
Chairman and Co-CEO 1  Pres. and CEO 17 
Chairman, CEO, and Pres. 1  Pres. and COO 1 
Chairman, Pres. and CEO 1  Pres., Northeast 1 
Chief Accounting Officer 1  Regional Pres. and Group Head 1 
Chief Counsel, Global Trademarks 1  SV Chairman 2 
Chief Intellectual Property Counsel 4  SV Pres. 3 
Chief Marketing Counsel 1  SV Pres. and CFO 2 
Chief Patent Counsel 2  SV Pres. and Gen. Counsel 2 
Chief Privacy Exec. and Counsel 1  SV Pres. and Gen. Mgr., Auto. Tech. Div. 1 
Chief Privacy Officer 2  SV Pres., Corporate Information Security 1 
Chief Trademark Counsel 1  SV Pres., Credit and Fraud Operations 1 
Co-COO 1  SV Pres., E-Commerce 1 
Consultant 1  SV Pres., Risk Management 1 
Coordinator, Supplier Diversity Program 1  SV Pres., Transaction Services 1 
Deputy Gen. Counsel 1  Sr Director, Domestic Taxes and Tax Affairs 1 
Director, Automotive Safety Office 1  Sr. Exec. VP 1 
Director, Federal Gov. Affairs 1  Sr. Managing Director 1 
Director, Geosciences Department 1  Sr. Mgr., Worldwide Anti-Piracy Invest. 1 
Director, Health Plan Strategy & Public Policy 1  Sr. Tax Counsel 1 
Director, Legal Affairs and Technology Policy 1  Sr. U.S. Nonlife Equity Insurance Analyst 1 
Director, Network Continuity 1  Treasurer 1 
Director, Support Operations, Halotron Div. 1  VP 4 
Director, Worldwide Gov. Affairs 1  VP and Asst. Treasurer 1 
Equity Analyst 1  VP and Chief Information Security Officer 1 
Exec. Chairman 1  VP and Corporate Controller 2 
Exec. Counsel 1  VP and Deputy Gen. Counsel, Gov. Relations 1 
Exec. VP 5  VP and Gen. Mgr., Net Management Group 1 
Exec. VP and Chief Operations Officer 1  VP and Gen. Mgr., Payment & Imaging Sol. 1 
Exec. VP and Chief Risk Officer 1  VP and Gen. Mgr., Webcast Services 1 
Exec. VP and Gen. Counsel 2  VP, America's Region, Payment Solutions 1 
Exec. VP, Finance and Business Development 1  VP, Direct Marketing Services 2 
Exec. VP, Operations and Technology 1  VP, Environmental and Safety Engineering 1 
Exec. VP, Worldwide Operations 1  VP, Global Public Policy 1 
Field Applications Engineer 1  VP, Global Scoring Solutions 1 
Founder, Chairman, and CEO 1  VP, Gov. Relations 1 
Gen. Counsel 3  VP, Intellectual Property 1 
Gen. Counsel and Exec. VP 1  VP, Regulatory Relations 1 
Gen. Counsel, Global Consumer Group 2  VP, Tax 1 
Gen. Mgr., eBay Business 1  VP, U.S. Equity Research Department 1 
Group Finance Director 1  Vice Chairman 2 
Group VP, Productivity and Business Service 1  Former CEO and Chairman 1 
Legal Compliance Leader 1  
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Next, I utilize the Policy Agendas Project Congressional Hearings Dataset to 

compile hearing descriptions and information about hearing type (chamber, non-

legislative/legislative) for those hearings matching testimony-firm pairs.  In sum, 117 

unique hearings are included in this study, which match 125 unique testimony dates.  

Table 3 reports the twenty hearings with the most testimony-firm pairs and shows hearing 

dates, chamber, hearing type, and the frequency of witnesses matching corresponding 

firms.  This set of hearings range, within the scope of “Banking, Finance, and Domestic 

Commerce,” from examining amendments to the Fair Credit Reporting Act, reforms to 

the structure of capital markets, revisions to accounting procedures, business tax issues, 

the practices of market analysts following Enron, the impact of 9/11 on financial reform, 

and railroad merger rules. 
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Table 3. Top 20 Sampled Hearings and Dates of Witness Testimony 
 

CIS Source ID Description Date Sampled 
Witnesses 

2004-H371-15 Examines issues relating to FCRA Act; Reviews FCRA role in consumer credit 
granting process and examines extending certain amendments to the act 12-Jun-03 4 

2004-H371-24 
Examines issues relating to the Fair Credit Reporting Act; Reviews current 
national consumer credit reporting system under FCRA and amendments to the 
act 

4-Jun-03 4 

2004-S241-28 
Examines issues relating to Fair Credit Reporting Act; Reviews FCRA role in 
consumer credit granting process, efforts to combat identity theft, and consumer 
protections 

26-Jun-03 4 

2001-S241-12 

Hearings to examine capital markets structure and structural reform issues, in 
light of increasing globalization of financial sectors and the development of 
computerized trading systems, which operate as alternatives to traditional floor-
based  

29-Feb-00 3 

2001-S241-27 

Hearing to examine Financial Accounting Standards Board (FASB) proposal to 
revise generally accepted accounting procedures for business combinations by 
eliminating the pooling of interests method as an alternative to the purchase 
method 

2-Mar-00 3 

2003-H371-35* Considers Check Clearing for the 21st Century Act 8-Apr-03 3 

2003-S401-8 Investigates alleged deceptive financial strategies undertaken by Enron Corp. 23-Jul-02 3 

2004-S261-32 Examines Surface Transportation Board new railroad merger rules 28-Jun-01 3 

2005-H371-6 To examine impact on private sector financial services industry of proposed 
revisions to the Basel Capital Accord 22-Jun-04 3 

2005-S241-13 Impact of the Sarbanes-Oxley Act on shareholder protection 2-Oct-03 3 

2000-H271-32 Examine Financial Accounting Standards Board proposal to revise accounting 
procedures for business 4-May-00 2 

2001-H781-42 Examine business income tax issues, in light of structural changes in the 
economy related to emergence of information-based high technology sectors 26-Sep-00 2 

2001-H781-42 Examine business income tax issues, in light of structural changes in the 
economy related to emergence of information-based high technology sectors 28-Sep-00 2 

2001-S241-17 Examine capital markets structure, structural reform, and competition issues 26-Apr-00 2 

2001-S241-24 Review competition in the credit card industry, in light of upcoming [DoJ] 
antitrust lawsuit against Visa USA and MasterCard International 25-May-00 2 

2002-H371-2 Examine current stock market data models and to review strategies to improve 
public access to stock market data. 14-Mar-01 2 

2002-H371-23 Examine the impact on U.S. financial markets and insurance industry of the Sept. 
l 1, 2001 terrorist attacks on the U.S. … 26-Sep-01 2 

2002-H371-33 Effects of the Global Crossing Bankruptcy on investors markets and employees 21-Mar-02 2 

2002-S241-2 
Hearing to review [Treasury and the Fed] proposed interim rule to implement 
provisions of the Gramm-Leach-Bliley Act to allow financial holding companies 
to engage in merchant banking activities 

13-Jun-00 2 

2002-S401-48 Methods and practices of stock market analysts in light of Enron collapse 27-Feb-02 2 

 
Note: 172 unique firm-testimony pairs are included in this study, with testimony 
occurring on 125 days in 117 hearings from 2000-2005.  See text for sampling and 
coding methodology.   The corresponding chamber of Congress is denoted by H or S in 
the Source ID, and a * indicates a referral (or legislative) hearing. 
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For each of the 99 firms, I utilize the Wharton Research Data Services’ CSRP US 

Stock Database to compile daily firm stock price return (excluding dividends) series for 

2000-2005.  These are then expanded to the 172 testimony-firm pairs, with each pair’s 

time-series as a panel in the cross-sectional panel dataset.  Most importantly, I generate a 

Testimony Event Dummy variable equal to 1 if the testimony occurred on a given day, and 

0 otherwise.  Each panel series is then cut to a 240 calendar day event window that 

includes, on average, 164 trading days (with approximately 110 preceding the testimony 

event, and 50 following the event).  In all panels, the corresponding Equal-weighted 

Market Return (excluding dividends) is included for each day. 

Additionally, I draw on two supplementary datasets to incorporate measures of 

political sensitivity and firm characteristics to test the above hypotheses.  I use the 

Wharton Research Data Services’ COMPUSTAT dataset of annual firm characteristics to 

capture both total annual revenue and total annual employees.  These annual measures are 

then averaged to form single measures across the time period for each firm.  Second, I 

utilize the Center for Responsive Politics’ dataset of issue-area reports filed under the 

Lobby Disclosure Act of 1995 with the Senate Office of Public Records, to generate the 

total number of reports filed by lobbyists on behalf of each firm in order to measure 

political sensitivity.   

To summarize, I compile a longitudinal panel dataset of 172 testimony-firm pairs 

of daily firm stock returns and equal-weighted market returns within 160 trading day 

windows.  Each panel includes information about firm characteristics (average revenue, 
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average employees), political sensitivity (total LDA reports filed), and hearing 

characteristics (chamber, legislative/non-legislative).   

Following a standard version of the Capital Asset Pricing Model methodology, 

recently adapted by Ansolabehere et al. (2004), I simultaneously estimate the effect of the 

Testimony Event Dummy across all testimony-firm pairs on the daily stock return of those 

firms.  Here, I also control for daily changes in the market at large, thus any effect of the 

dummy variable is explaining ‘abnormal’ stock returns outside those otherwise attributed 

to normal market fluctuations.  This general model can be specified as: 

 

 Yit= β0 + β1Xit1 + β2Xit2 + uit , where: 

 

Yit=Stock Return of firm in testimony-firm pair i on day t (excluding dividends) 

Xit1=Equal-weighted Market Return on day t (excluding dividends) 

Xit2=Testimony Event Dummy variable for firm i representative testimony on day t 

 

In the analysis to follow, I test each of the four above hypotheses in seven series 

of models.  First, I test the General Information Hypothesis under a single portfolio of all 

testimony-firm pairs.  Second, I test the Political Sensitivity Hypothesis using one set of 

portfolios split by the median of the total number of LDA issue-area reports filed on 

behalf of a firm.  Third, I test the Firm Characteristics Hypothesis using two sets of 

portfolios (with a single model per portfolio), one separated by the median of average 

annual revenue and another separated by the median of average employees in the sample.  
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Fourth, I test the Hearing Characteristics Hypothesis using two sets of portfolios, one 

split by hearing type (legislative/non-legislative) and another split by chamber 

(House/Senate).  Lastly, after the presentation of these models, I generate a ‘select’ 

portfolio of firms drawing on any significant findings to determine the maximum event 

effect possible within the sample of testimony-firm pairs. 
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ANALYSIS AND DISCUSSION 

The General Information Hypothesis predicts that the event effect of a firm 

representative testifying in a Congressional hearing will likely be nonexistent given the 

‘expectedness’ of hearings.  The results of the single portfolio model of all 172 

testimony-firm pairs (28,283 daily observations) suggests, surprisingly, that across the 

entire sample representation in hearings leads to a statistically significant (p<.01) and 

negative effect on daily stock returns of corresponding firms.  Thus, there is evidence to 

reject the general hypothesis of no effects; however, as reported in Table 4, the 

magnitude of the effect is quite small given a standard deviation of all returns of .0331.  

Here, corporate testimony (a change from 0 to 1 in the event dummy variable) leads to a -

.0074 change in the stock returns of firms on the day of the hearing, controlling for 

market fluctuations.  The Equal-weighted Market Return, as expected and shown for all 

models to follow, is comparatively large in magnitude (1.4577), positive, and statistically 

significant (p<.001) at the .05 level.  In this model, the event dummy and market control 

explain about 17% of the variation in daily stock prices for sampled firms. 
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Table 4. Results of Fixed-effects Panel Regression of all Testimony-Firm Event-time 
Series (DV=Daily Firm Stock Return) 
 
 
 Coefficient 

Estimates 
Testimony Event 
Dummy 

-.0074** 
(.0023) 

Equal-Weighted 
Market Return 
(excluding dividends) 

1.4577*** 
(.0190) 

Constant -.0010*** 
(.0002) 

  
Number of obs. 28,283 
Number of groups 172 
Mean obs. per group 164.4 

  
R-squared (within) .173 
R-squared (between) .134 
R-squared (overall) .173 
 
 
Note: A Hausman specification test indicates that a fixed effects model should be used 
over a random effects model (prob>chi2=.0023). Results are nearly identical when using 
a random effects model.  *** indicates p<.001, ** indicates p<.01, * indicates p<.05.  
Standard errors in parentheses. 
 

Next, and most importantly, I condition the analysis above on the political 

sensitivity or political awareness of firms to test the Political Sensitivity Hypothesis.  

Following Roberts (1990), the hypothesis suggests that when firms are separated into 

portfolios according to their levels of political sensitivity, the effect of hearings on stock 

returns will be visible for those with greater than median sensitivity and not significant 

for those with relatively low levels of sensitivity.  Table 5 reports the results of two 
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models, one for each portfolio of firms, and provides clear evidence in support of this 

hypothesis.  For those politically sensitive firms, the Testimony Event Dummy has a -

.0102 effect on the daily stock returns of firms and is statistically significant (p<.01).  

The magnitude of this effect is expectedly larger than the single portfolio model shown in 

Table 4, and approaches a one-third standard deviation of change in daily returns. For 

those firms below the median of political sensitivity, the effect of the event is not 

differentiable from zero.  In sum, and as expected, the effect of testimony by corporate 

representatives in Congressional hearings on daily stock returns is visible and 

comparatively larger for politically sensitive firms.  
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Table 5. Results of Fixed-effects Panel Regression of all Testimony-Firm Event-time 
Series (DV=Daily Firm Stock Return) – Political Sensitivity 
 
 
 Coefficient Estimates 

Portfolio: 
Num. of LDA 
Reports <= 
Median 

Num. of LDA 
Reports > Median 

Testimony Event Dummy -.0024 
(.0049) 

-.0102*** 
(.0024) 

Equal-Weighted Market 
Return (excluding 
dividends) 

1.5224*** 
(.0421) 

1.425*** 
(.0194) 

Constant -.0010* 
(.0004) 

-.0012*** 
(.0002) 

   
Number of obs. 9,742 18,378 
Number of groups 60 111 
Mean obs. per group 162.4 165.6 

   
R-squared (within) .119 .229 
R-squared (between) .034 .260 
R-squared (overall) .118 .228 
 
 
Note: The above models represent two portfolios of firms, one with firms with a total 
number of Lobby Disclosure Act issue-area reports filed on their behalf (five-year sum) 
above the median and one with those below the median.    *** indicates p<.001, ** 
indicates p<.01, * indicates p<.05.  Standard errors in parentheses.  
 

In a series of two tests, I examine whether firm characteristics condition the 

information generating effects of hearings shown above.  My expectation, as stated in the 

Firm Characteristics Hypothesis, is that the effect of the Testimony Event Dummy will 

differ when analyzing four separate portfolios of firms based on ‘size’ (operationalized as 

five-year means of revenue and employees).   Though there is little evidence to suggest 
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how such characteristics may manifest in the visibility and magnitude of the event effect, 

it may be that smaller firms who are typically removed from the public eye are more 

vulnerable to the negative scrutiny of hearings.   

 

Table 6. Results of Fixed-effects Panel Regression of all Testimony-Firm Event-time 
Series (DV=Daily Firm Stock Return) – Firm Characteristics (Employees) 
 
 
 Coefficient Estimates 

Portfolio: 
Employees <= 
Median 

Employees > 
Median 

Testimony Event Dummy -.0038 
(.0045) 

-.0078** 
(.0025) 

Equal-Weighted Market 
Return (excluding 
dividends) 

1.7284*** 
(.0380) 

1.2110*** 
(.0202) 

Constant -.0016*** 
(.0004) 

-.0009*** 
(.0002) 

   
Number of obs. 9,336 14,315 
Number of groups 57 87 
Mean obs. per group 163.8 164.5 

   
R-squared (within) .182 .202 
R-squared (between) .042 .236 
R-squared (overall) .181 .202 
 
 
Note: The above models represent two portfolios of firms, one with firms having 
employees (five-year average) above the median and one with those below the median.  
Note those firms with missing values are dropped from this analysis, which can be 
attributed to mismatches between the WRDS CSRP dataset and the WRDS 
COMPUSTAT dataset.   *** indicates p<.001, ** indicates p<.01, * indicates p<.05.  
Standard errors in parentheses.  
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Tables 6 and 7 report the estimation results for each set of portfolios and show 

support for this general hypothesis of visible firm-related conditioning effects.  Here, the 

testimony event coefficient estimates are negative in sign and statistically significant 

(p<.01), but only for firms that are relatively large in size (with greater than median 

employees and revenue).  The magnitudes of the effect in both cases (-.0074,-.0078) is, as 

expected, smaller than the politically sensitive firm portfolio, but it indicates that only the 

stock returns of larger firms are impacted by Congressional hearings.  Though these 

findings suggest that larger firms have more to lose when representatives are called to 

Congress, the presence of a conditioning effect of size (employees and revenue) is most 

important to note. 
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Table 7. Results of Fixed-effects Panel Regression of all Testimony-Firm Event-time 
Series (DV=Daily Firm Stock Return) – Firm Characteristics (Revenue) 
 
 
 Coefficient Estimates 

Portfolio: 
Revenue <= 
Median 

Revenue > 
Median 

Testimony Event Dummy -.0044 
(.0046) 

-.0074** 
(.0025) 

Equal-Weighted Market 
Return (excluding 
dividends) 

1.7340*** 
(.0388) 

1.2122*** 
(.0201) 

Constant -.0015*** 
(.0004) 

-.0009*** 
(.0002) 

   
Number of obs. 9,006 14,645 
Number of groups 55 89 
Mean obs. per group 163.7 164.6 

   
R-squared (within) .183 .201 
R-squared (between) .022 .257 
R-squared (overall) .181 .201 
 
 
Note: The above models represent two portfolios of firms, one with firms having total 
revenue (five-year average) above the median and one with those below the median.  
Note those firms with missing values are dropped from this analysis, which can be 
attributed to mismatches between the WRDS CSRP dataset and the WRDS 
COMPUSTAT dataset.   *** indicates p<.001, ** indicates p<.01, * indicates p<.05.  
Standard errors in parentheses.  
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The Hearing Characteristics Hypothesis predicts differences in the effect of the 

Testimony Event Dummy conditioned on characteristics of individual hearings, rather 

than those of the firms testifying within them.  I test this hypothesis by estimating four 

models for two sets of portfolios, one for the corresponding chamber of the hearing and 

another for the type of hearing (legislative/non-legislative).  The strength of expectations 

concerning the visibility and magnitude is also limited in this case, but they are secondary 

to the analysis of broad conditioning effects: legislative hearings may be more ‘expected’ 

by investors due to prior events, or they may be more impactful as a result of more 

concrete reductions in uncertainty of government action.  As mentioned above, the 

smaller number of hearings held by Senators, the length of Senate tenure, and Senate 

norms of expertise, may lead to larger effects in magnitude relative to hearings held in the 

House. 
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Table 8. Results of Fixed-effects Panel Regression of all Testimony-Firm Event-time 
Series (DV=Daily Firm Stock Return) – Hearing Characteristics (Chamber) 
 
 
 Coefficient Estimates 

Portfolio: House Senate 

Testimony Event Dummy -.0036 
(.0032) 

-.0125*** 
(.0032) 

Equal-Weighted Market 
Return (excluding 
dividends) 

1.3930*** 
(.0269) 

1.5393*** 
(.0262) 

Constant -.0008*** 
(.0003) 

-.0013*** 
(.0003) 

   
Number of obs. 16,359 11,924 
Number of groups 99 73 
Mean obs. per group 165.2 163.3 

   
R-squared (within) .142 .226 
R-squared (between) .166 .091 
R-squared (overall) .142 .225 
 
 
Note: The above models represent two portfolios of firms, one with firms corresponding 
to testimony in House of Representatives hearings and one with firms corresponding to 
testimony in Senate hearings.  *** indicates p<.001, ** indicates p<.01, * indicates 
p<.05.  Standard errors in parentheses.  

 

Estimation results, presented in Tables 8 and 9, suggest support for the hypothesis 

that hearing characteristics condition the effect of corporate testimony.  Table 8 shows 

that the event effect is negative and statistically significant (p<.001) for those hearings 

held in the Senate and not differentiable from zero for those held in the House.  The 

magnitude of this effect is substantial (-.0125) and is slightly larger than that found when 
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considering the politically sensitive firm portfolio.  Table 9 reports estimates from two 

portfolio models separated by legislative or non-legislative hearings, and indicates that 

non-legislative hearings result in a statistically significant (p<.01) change in the daily 

stock return of firms on the day they are held, while no effects are visible for legislative 

hearings.  This finding, unlike that for chamber above, may be an artifact of the skewed 

number of firms in the two portfolios, but since the effect is slightly larger in magnitude 

for the non-legislative portfolio compared to the full portfolio in Table 1 it is likely valid.  

In sum, hearing type does condition the effect of corporate testimony in Congressional 

hearings on stock returns, and hearings held in the Senate have an unexpected, larger 

effect in magnitude than those corresponding to politically sensitive firms. 
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Table 9. Results of Fixed-effects Panel Regression of all Testimony-Firm Event-time 
Series (DV=Daily Firm Stock Return) – Hearing Characteristics (Referral) 
 
 
 Coefficient Estimates 

Portfolio: Non-
Legislative Legislative 

Testimony Event Dummy -.0081** 
(.0024) 

-.0021 
(.0073) 

Equal-Weighted Market 
Return (excluding 
dividends) 

1.4240*** 
(.0200) 

1.7531*** 
(.0610) 

Constant -.0010*** 
(.0002) 

-.0010 
(.0006) 

   
Number of obs. 25,395 2,888 
Number of groups 154 18 
Mean obs. per group 164.9 160.4 

   
R-squared (within) .168 .224 
R-squared (between) .150 .074 
R-squared (overall) .167 .222 
 
 
Note: The above models represent two portfolios of firms, one with firms corresponding 
to testimony in non-legislative hearings and one with firms corresponding to testimony in 
legislative (i.e. referral) hearings.  *** indicates p<.001, ** indicates p<.01, * indicates 
p<.05.  Standard errors in parentheses.  
 

Given these results, I estimate a final model in order to determine the effect of the 

Testimony Event Dummy when selecting a portfolio based on a combination of those 

characteristics that led to statistically significant results above.  The goal of which is to 

explore the ‘upper bound’ of the event effect of Congressional hearings under ‘ideal’ 

circumstances.  In this portfolio, I select testimony-firm pairs based upon the portfolios 
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that yielded statistically significant results above: where average revenue and employees 

are greater than the sample median, where LDA issue-area reports total more than the 

sample median, and where hearings are held in the Senate and are non-legislative in 

nature.  This selection yields a portfolio of 29 firms, and the largest event effect of all the 

models thus far.   

It is under these conditions, given the data compiled in this study, that 

Congressional hearings have the largest and most statistically significant effect on firm 

stock returns – thereby providing the most new information to the market.  More 

specifically, a Congressional hearing corresponding to a testimony-firm pair within this 

select portfolio, leads to a -.0161 change in firm stock returns on the day of the hearing.  

This change is approximately one-half the .0331 standard deviation of all pooled daily 

returns in the dataset and twice the effect of the Testimony Event Dummy when including 

all firms generally.  Of course, I’m selecting on the dependent variable here and the 

number of groups is potentially too small, but doing so does show an ‘upper bound’ of 

the information generated from corporate testimony in Congressional hearings given the 

preceding, hypothesis-driven models. 
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Table 10. Results of Fixed-effects Panel Regression of all Testimony-Firm Event-
time Series (DV=Daily Firm Stock Return) – Combined Exploratory Model 
 
 
 Coefficient Estimates 

Portfolio: 

Revenue>median, 
Employees>median, Senate 

non-legislative hearings, 
LDA reports>median 

Testimony Event Dummy -.0161*** 
(.0045) 

Equal-Weighted Market 
Return (excluding 
dividends) 

1.4730*** 
(.0355) 

Constant -.0011*** 
(.0004) 

  
Number of obs. 4,800 
Number of groups 29 
Mean obs. per group 165.5 

   
R-squared (within) .267 
R-squared (between) .244 
R-squared (overall) .266 
 
 
Note: The above model represents a single, select group of firms that have 1) greater than 
median revenue, 2) greater than median employees, 3) greater than median Lobby 
Disclosure Act issue-area reports filed on their behalf, and correspond to 4) non-
legislative hearings 5) held in the Senate.  This portfolio, with only 29 firms, results in 
the largest and most statistically significant effect of the Testimony Event Dummy 
variable – indicating the conditions under which Congressional testimony has the greatest 
impact on daily stock price of corresponding firms.  *** indicates p<.001, ** indicates 
p<.01, * indicates p<.05.  Standard errors in parentheses.  
 

 In sum, the findings presented above indicate that Congressional hearings actually 

do have a general impact on the stock returns of firms, that politically aware firms are 

subject to larger hearing effects, and that firm size (high revenue and employees) and 
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hearing characteristics (Senate and non-legislative hearings) condition such effects.  I 

show that Congressional hearings, across all testimony-firm pairs and controlling for 

market dynamics at large, result in a -.7% to -1.6% change in the daily stock prices of 

corresponding firms. Relative to an average return of .05%, and a standard deviation 

across all returns of 3.3%, these effects are substantively meaningful in magnitude and 

can be associated with losses in terms of real-world dollars. 
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CONCLUSION 

In the analysis above, I examine the ‘expectedness’ of Congressional hearings by 

focusing on whether or not testimony by corporate representatives impacts the daily stock 

price of corresponding firms.  While the legislative and political information generation 

properties of hearings are well-documented, this examination of the external production 

of ‘new’ information yields convincing, and surprising, results.  I use increasingly 

popular event study methodology to examine the event effects of Congressional hearings 

on 99 unique firms in 172 testimony-firm pairs (28,283 daily observations within 160 day 

event windows), drawn from Workman and Shafran’s (2009) dataset of witness 

affiliations in Congressional hearings.  I find, surprisingly, that hearings have negative 

and statistically significant effects on the corresponding daily stock returns of firms 

across the entire sample of testimony-firm pairs.  Most importantly, I show that political 

sensitivity (as measured by D.C. lobbying activity) conditions this impact, and leads to 

negative effects of larger magnitude for higher sensitivity firms.   

Further, I show that firm characteristics (revenue and employees) as well as 

hearing characteristics (chamber, type) also condition the strength of this effect and 

impact external information generation to the market.  For these characteristics, negative 

and statistically significant effects occur for firms that have higher revenues and more 

employees than the sample median, and where hearings are held in the Senate or are non-

legislative hearings.  Interestingly, Senate hearings have a larger effect on stock returns 

than the condition of political sensitivity among firms – a finding that requires further 

investigation.  Lastly, I examine the conditions under which we can expect to see the 



 33 

largest effect of corporate testimony on stock returns by selecting a portfolio of 

testimony-firm pairs based on the positive findings above.  When including only pairs 

where firms are politically sensitive and large in size as well as where hearings are held 

in the Senate and are non-legislative, the event effect reaches its largest magnitude in this 

study (one-half a standard deviation in returns, or a -1.6% change in prices).   

In addition to studying the determinants of the Senate finding above, future work 

in this vein can be expanded both longitudinally and spatially.  For feasibility, I selected 

only those hearings from 2000 to 2005 from the Workman and Shafran (2009) dataset, 

but one could expand this analysis to include the full time period through 1983.  In doing 

so, the full population of affiliations would jump from the 3,300 included here to over 

25,000, likely resulting in roughly 1,200 testimony-firm pairs compared to the 172 in my 

sample.  Similarly, one could increase the scope of this analysis spatially by expanding 

the Workman and Shafran (2009) dataset to include hearings in multiple topic areas 

(beyond only the Policy Agendas Project’s “Banking, Finance, and Domestic Commerce” 

category) during the 2000-2005 time period, or historically.  It is my expectation that 

either expansion of this analysis would find similar results, though variation between 

hearing topics and temporal factors could condition the results shown here as well. 

Spatial expansion would also support more generalizable claims about external 

information generation by Congressional hearings than those possible by my analysis 

focusing solely on one issue domain (albeit an arguably broad one).  

Future analysis should also utilize a more unified methodological procedure that 

moves beyond portfolio segmentation (typical of event studies) to a multi-variate 
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approach using a number of interactive effects with the Testimony Event Dummy 

variable.  Moreover, it is indeed possible, though I do not include it in this study, to 

calculate the exact, real-world consequences of the event effect.  Since returns are simply 

percentage change measures, if one compiled the opening and starting prices of each 

firm’s daily stock as well as the corresponding total shares outstanding, it would be 

possible to determine (given a certain level of investment) the negative impact in dollars 

of all testimony events. 
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