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ABSTRACT

TheauthorsdevelopanempiricalstudybasedonEventSystemTheory(Morgeson,Mitchell&Liu,
2015),whichallowsaclearerconsiderationofspecificnatureofeachexogenousshockandcrisis,
suchasitscriticalityandgeographicalproximity.Moreimportantly,theyhighlighttheimportance
ofconsideringindustrycharacteristicswhenstudyinghowexogenousshocksandcrisesmayimpact
bothaccountingandstock-marketperformancesofcompanies.Finally,whentestingtheimpactsof
economicorpoliticalshocksrespectively,theauthorsalsotakeintoaccounttheeffectofcompany
resources.AfteranalyzingdatafromcompanieslistedintheNewYorkStockExchange,theygain
interestinginsights:(1)Exogenousshocksandcriseswithhigheventcriticalityaremorelikelyto
impactcompanyperformance.(2)Exogenousshocksandcriseswithhigheventproximityaremore
likelytoimpactcompanyperformance.(3)Exogenousshocksandcrisesimpactindifferentdirections
onacompany’saccountingperformanceandstockmarketperformance.Finally,(4)Exogenousshocks
andcrisesmakesalienttherelationshipbetweenafirm’sresourcesanditsperformance,whilethe
relationshipiscontingentonindustrycharacteristics(i.e.,industrial-regulativemechanisms).
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INTRodUCTIoN

Manyauthorshavestudiedtheresultsofexogenousshocksandcrises(Meyer,Brooks&Goes,1990;
Li&Tallman,2011;Joseph&Ocasio,2012;Wang,Madhok&Li,2014;Bamiatzi,Bozos,Cavusgil
&Hult,2016;Chakrabarti,2015).Forexample, theeffectsof theeconomicshocks/crises in the
periodof2008–2010(Bamiatzi,Bozos,Cavusgil&Hult,2015)andthe1997Asianfinancialcrisis
(Chakrabarti,2015)werecommonlyinvestigated.Inregardtosuchresearch,however,severalissues
remainunclear:Thepreviousstudiesfailtoclearlytestwhatspecificnatureoftheshocks,suchastheir
criticalityandproximitytoagivencompany,maymaketheimpactsoftheshocksmoresalient.Also,
itremainsunclearwhichparticulartypeofshock—politicaloreconomic—holdsthemostpotential
toaffecttwodimensionsofcompanyperformances,i.e.,accountingandstock-marketperformances.
Furthermore,itremainsunclearhowindustrycharacteristicsandcompanyresourcesshouldhave
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theireffectsontherelationshipbetweentheshocksandcompanyperformances.Accordingtorecent
research(Morgeson,Mitchell,&Liu,2015),thestrengthofashock/crisisdependsonitsnaturesuch
asgeographicalproximityandcriticalityinrelationtoacompany’sagenda.Thesenaturescanalso
becomecompoundedbyothervariables,suchasindustrycharacteristicsandcompanyresources.
Itwouldbeinterestingtotesthowthenaturesoftheshocksimpacttwodimensionsofcompany
performances (i.e., accounting and stock-market ones) given certain industry characteristics and
companyresources.Thistestshouldimproveourunderstandingoftherelationshipbetweenexogenous
shocksandcrisesandcompanyperformance.Forinstance,pastresearchhasnotshownwhethera
specificnatureofagivenshock/crisis,suchasitscriticalitytoagivencompany,shouldaffectthe
company’saccountingandstock-marketperformancesdifferently,andourcurrentresearchcanaddress
thisresearchgapwhiletakingintoaccounttheeffectsofindustrycharacteristics.Inaddition,past
researchshowedthatcompanyresources,suchasdiversification,canactasanindirectbufferduring
aneconomicshock/crisis;whenthishappens,itislesslikelythatashock/crisiswillnegativelyaffect
companyperformance(Chakrabarti,2015).However,itremainsunclearwhetherthisbuffereffect
consistentlyworksagainstalltypesofshocksforvarioustypesofindustries.Ourcurrentresearch
canalsoaddressthisresearchgapwithamorecomprehensivedataanalysis.

Ourresearchisconductedbasedonthelatestdevelopmentsineventtheories—thatis,theEvent
SystemTheory(Morgeson,Mitchell&Liu,2015).Thecontributionofourresearchshouldthreefold.
First,itmaybethefirststudythattestshowthespecificnatureofagivenpoliticaloreconomicshock/
crisismayimpactcompanyperformance.Priorresearchoftenconsideredoneshockonlyandpaid
littleattentiontodifferentnaturesbetweenshocks.Asaresult,itremainsunclearwhyoneshock’s
impactcanbemoresalientthanthoseofanothershock.Ourcurrentstudyshouldenrichtheliterature
ofexogenousshocksandcrisesbyaddressingthisresearchgap.

Second, itmaybe thefirst toempiricallyexaminehowshocks, industrycharacteristics,and
companyresourcesintermingletoultimatelyaffectperformance.Whenexplainingwhyexogenous
shocksandcriseshavestrongerimpactsontheperformanceofsomecompaniesratherthanonthe
performanceofothercompanies,authorshavemainlybeenfocusingonthemoderatingeffectsof
internalresourcesatcompanylevel,suchasacompany’sfinancialslackoritsdiversification(e.g.,
Li&Tallman,2011;Chakrabarti,2015),andthemoderatingeffectsofindustrycharacteristicshave
beenmoreorlessignored.Whenstudyingtheimpactofenvironmentaljoltsandfirmbehaviors,
Meyerandco-authorshavesuggestedthatindustrylevelofanalysisshouldbehelpful(Meyer,Brooks
&Goes,1990).Ourcurrentresearchassumesthatindustrycharacteristicsshouldbeaveryuseful
setofvariableshelpingtounderstandtheimpactsofexogenousshocksandcrises.Accordingly,we
positthattheindustrycharacteristicsmaynotonlyinfluencetheimpactsofexogenousshocksand
crisesoncompanyperformance,butalsoaffecttherelationshipbetweencompanyresources,suchas
companies’diversification,andcompanyperformance.Bytestingtheeffectsofthecharacteristicsat
theindustrylevel,ourcurrentresearchcanhelpunderstandbettertheimpactofagivenexogenous
shockoncompanyperformance.

Finally,thisstudyinvestigatestheimpactsofexogenousshocksandcrisesonbothcompany
accountingperformanceandtheirstockmarketperformance,andtheexogenousshocksandcrises
consideredinourcurrentstudyincludeboththepoliticalandeconomicshocks/crises.Inthisway,
ourcurrentstudyprovideskeenerdetailsontheimpactsofthetwotypesofexogenousshocks/crises.

Fromapracticalviewpoint, theresultsofourresearchcanhelpfirmmanagerstoassessthe
potentialimpactofanexogenousshock/crisis.Managerscanmakebetterdecisionsbyregardingtheir
industry’scharacteristicsandcompanyresourcesinrelationtothespecificnatureofaparticularshock/
crisis.Inotherwords,onceacompanygraspsitsindustry’scharacteristicsandcanfullyunderstand



 

 

14 more pages are available in the full version of this

document, which may be purchased using the "Add to Cart"

button on the publisher's webpage: www.igi-

global.com/article/how-the-nature-of-exogenous-shocks-and-

crises-impact-company-performance/188681

Related Content

Likelihood to Trust Sharing Knowledge in Multi-Cultural Consulting

Companies
Serafina Alamieyeseigha (2012). International Journal of Risk and Contingency

Management (pp. 16-28).

www.irma-international.org/article/likelihood-trust-sharing-knowledge-multi/67372

A Fuzzy Group Decision-Making Approach to Construction Project Risk

Management
Manoj Kumar (2017). Handbook of Research on Leveraging Risk and Uncertainties

for Effective Project Management (pp. 266-293).

www.irma-international.org/chapter/a-fuzzy-group-decision-making-approach-to-construction-

project-risk-management/172645

Ethical and Legal Implications of AI in Cybersecurity
Tarun Kumar Vashishth, Vikas Sharma, Barkha Samania, Rajeev Sharma, Savita

Singhand Pooja Jajoria (2025). Machine Intelligence Applications in Cyber-Risk

Management (pp. 387-414).

www.irma-international.org/chapter/ethical-and-legal-implications-of-ai-in-cybersecurity/363139

AI in Healthcare Safeguarding Patient Privacy and Confidentiality
Siva Raja Sindiramutty, Noor Zaman Jhanjhiand Navid Ali Khan (2025).

Vulnerabilities Assessment and Risk Management in Cyber Security (pp. 369-404).

www.irma-international.org/chapter/ai-in-healthcare-safeguarding-patient-privacy-and-

confidentiality/374404

Smartphone Confrontational Applications and Security Issues
Abhishek Kumar, Jyotir Moy Chatterjeeand Pramod Singh Rathore (2020).

International Journal of Risk and Contingency Management (pp. 1-18).

www.irma-international.org/article/smartphone-confrontational-applications-and-security-

issues/246844

http://www.igi-global.com/article/how-the-nature-of-exogenous-shocks-and-crises-impact-company-performance/188681
http://www.igi-global.com/article/how-the-nature-of-exogenous-shocks-and-crises-impact-company-performance/188681
http://www.igi-global.com/article/how-the-nature-of-exogenous-shocks-and-crises-impact-company-performance/188681
http://www.irma-international.org/article/likelihood-trust-sharing-knowledge-multi/67372
http://www.irma-international.org/chapter/a-fuzzy-group-decision-making-approach-to-construction-project-risk-management/172645
http://www.irma-international.org/chapter/a-fuzzy-group-decision-making-approach-to-construction-project-risk-management/172645
http://www.irma-international.org/chapter/ethical-and-legal-implications-of-ai-in-cybersecurity/363139
http://www.irma-international.org/chapter/ai-in-healthcare-safeguarding-patient-privacy-and-confidentiality/374404
http://www.irma-international.org/chapter/ai-in-healthcare-safeguarding-patient-privacy-and-confidentiality/374404
http://www.irma-international.org/article/smartphone-confrontational-applications-and-security-issues/246844
http://www.irma-international.org/article/smartphone-confrontational-applications-and-security-issues/246844

