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Abstract

Political involvement has long been shown to be a profitable investment for firms that
seek favorable regulatory conditions or support in times of economic distress. But how
important are different types of political involvement for the timing and magnitude of
political support? To answer this question, we take a comprehensive look at the lobby-
ing expenditures and political connections of banks that were recipients of government
support under the 2008 Troubled Asset Relief Program (TARP). We find that politically-
engaged firms were not only more likely to receive TARP support, but they also received
a greater amount of TARP support and received the support earlier than firms that were
not politically involved.
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1. Introduction

Economists have long noted that firms that lobby or maintain other types of political

connections receive a variety of economic benefits in return (Richter, Samphantharak,

and Timmons, 2009; Hochberg, Sapienza, and Vissing-Jorgensen, 2009; Igan, Mishra,

and Tressel, 2009; Stratmann, 1991; Cooper et al., 2010; Hill, Kelly, and Van Ness, 2010;

Jayachandran, 2006; Faccio & Parsley, 2009; Fisman, 2001; Roberts, 1990; Yu and Yu,

2010). Prior research shows that engagement in the political process might be used as a

form of insurance against economic crises. For instance, Faccio, Masulis, and McConnell

(2006) show that firms with political connections in 35 different countries are more likely

to receive government bailouts in times of economic distress than non-connected firms.1 ,2

This study extends this literature by not only examining whether politically connected

firms have a higher likelihood of receiving government support than non-connected firms,

1Goldman, Rocholl, and So (2009) show that the effect of political connections on the value of the
firm changes with the poltical landscape.

2Their research also shows that firms with political connections underperform relative to non-
connected firms during the post-bailout period indicating that the outcome of the bailout was less
effective for politically connected firms.
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but this study also examines whether connected firms are more likely to receive support

sooner and whether connected firms are more likely to receive more support than non-

connected firms.

Using the 2008 troubled asset relief program (hereafter TARP) as a natural experi-

ment, we address three main questions: Did political ties determine the overall distrib-

ution of TARP funds? Was the timing of TARP payouts influenced by firms’political

engagement? And, did political ties influence the magnitude of TARP payouts?

To answer these questions, we use two approximations for political engagement. First,

we follow Yu and Yu (2010) and proxy political engagement with lobbying expenditures.

In particular, we examine lobbying expenditures during the five years prior to the passage

of TARP. Second, we follow Faccio, Masulis, and McConnell (2006) and proxy politcal

engagement with the number of political connections a firm maintains. We obtain data

from the Center for Responsive Politics (CRP), which considers a firm to be politically

connected if at least one of the following three conditions applies: (1) the firm previously

employed an individual that is currently employed by the federal government, (2) the

firm currently employs an individual that used to be employed by the federal government,

(3) the firm currently employs an individual that is concurrently employed by the federal

government.

Results in this study are striking. We find that firms that lobbied had a 42 percent

higher chance of receiving TARP support than firms that did not lobby. Firms that

received TARP support, spent up to four times as much on lobbying as firms that did

not receive TARP support. Further, our univariate tests show that the fraction of TARP

firms that lobbied is nearly five times greater than the fraction of non-TARP firms that

lobbied. In addition, firms with political connections had a 29 percent higher chance of

receiving support than non-connected firms. In fact, the percentage of TARP firms that

were politically connected is nearly three times greater than the percentage of non-TARP

firms that were politically connected. These results suggest that political engagement is

directly related to the distribution of TARP support.3

In our next set of tests, we examine the length of time between the signing of TARP

and a firm’s receipt of TARP funds, which we denote as the timing of TARP for brevity.

The allocation of TARP funds were paid out over 33 different days. All of the eight firms

that received support on the first payout date, October 28th, 2008, had lobbied during

3During the process of our research, we found a similar paper by Duchin and Sosyura (2012) that shows
that a bank’s level of political connections are related to the probability of receiving TARP support.
Our paper is different from Duchin and Sosyura (2012) for several reasons. First, we use different
measures of political connections. Besides using lobbying expenditures, we also include the employment
of politically connected individuals. Second, our study is not only focused on the distribution of TARP
funds, but also on the timing of the receipt of TARP funds and magnitude of the funds received by
politically connected banks.
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the five years prior to the bailout and all of the firms were also politically connected.

Of the 15 firms that received TARP support on the second payout date, November

17th, 2008, five had lobbied and four of the firms were politically connected according

to the CRP. We show that nearly 62 percent of firms that lobbied and received TARP,

received the support during the first two payouts. Likewise, more than 70 percent of

politically connected firms that received TARP, received support during the first two

payouts. Ninety-five percent of firms that lobbied received TARP support during the first

nine payouts while 100 percent of firms that were politically connected were recipients

of TARP funds during the first nine payouts.

We use robust econometric techniques to show that firms that lobbied and/or were

politically connected received TARP support sooner than other firms. In economic terms,

firms that lobbied during the five years prior to TARP received support 21.34 percent

sooner than firms that did not lobby. Similarly, our multivariate estimates suggest that

firms with political connections received TARP support 35.37 percent sooner than firms

without connections. Combined with our earlier results, these findings suggest that,

not only is political engagement related to who received TARP support, but political

engagement is also related to when firms received support.

In our final set of tests, we estimate the marginal effect of political engagement on

the distribution of TARP funds. First, we find that, of the firms that received TARP

support, those that lobbied received between $2.02 and $5.14 billion more in total support

than firms that did not lobby. Similarly, we find that firms with political connections

received between $3.08 and $6.47 billion more in TARP support than firms without

political connections. We also test whether firms that both lobbied and had political

connections drive our results. Indeed, we find that these firms received between $3.73

billion and $6.18 billion more in TARP support than firms that did not have both types

of political ties. These results support the idea that corporate political engagement is

directly related to the amount of TARP funds received by firms.

Additional multivariate tests show that for every dollar spent on lobbying during

the five years prior to TARP, firms received between $485.77 and $585.65 in TARP

support. We then condition these results on firms that both lobbied and had political

connections. Interestingly, we find that those firms that had both lobbied and were

politically connected drive our results. For instance, for every dollar spent on lobbying,

politically connected firms received approximately $440 dollars in TARP support.

While our results tend to show that political engagement heavily influenced the dis-

tribution, timing, and magnitude of the TARP bailout, our results are peculiar given

that some banks did not want to be bailed out. For instance, the New York Times re-

ported that both BB&T and Wells Fargo protested the manditory acceptance of TARP
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support.4 In fact, banks that were bailed out were not at liberty to return the TARP

loans until certain standards set by the U.S. Treasury Department were met. If some

banks were forced to accept TARP support despite protesting the support generally,

other questions regarding the relation between political ties and government bailouts be-

come important. While prior research suggests that the motivation to become politically

engaged is to provide a form of insurance during periods of economic crisis (Faccio, Ma-

sulis, and McConnell, 2006; Yu and Yu, 2010), why would some firms, who were heavily

connected, not want the insurance (i.e. government support) during the 2008 economic

crisis? Further, and perhaps a more important question, why are we able to observe

a significant relationship between the level of political engagement and the character-

istics of the distribution of TARP? These questions are diffi cult to answer because the

motivation by firms to become politically connected and the motivation by government

to bailout firms is unobserved. Perhaps politically-connected banks truly did want to

be bailed out but also wanted to signal strength to their shareholders by protesting the

acceptance of the bailout. Or perhaps unwanted government bailouts are more easily

forced upon those firms with greatest level of political connections. At a minimum, the

case of TARP provides a unique look at the complexities of how the economic benefits

of political engagement are passed along to politically engaged firms.

The rest of the paper is organized as follows. Section 2 described the data used in the

analysis in more detail. Section 3 reports the results from our empirical tests. Section 4

concludes.

2. Data

We obtain data on lobbying expenditures for the 237 financial firms that received

TARP support from the Center for Responsive Politics (CRP). The data are compiled

using quarterly lobbying disclosure reports filed with the Secretary of the Senate’s Offi ce

of Public Records. They include hard, soft, and grassroots lobbying expenditures for

each firm. Our measure of lobbying expenditures is an aggregate measure and does

not include information on the specific legislators who were lobbied. We believe that an

aggregate measure is suffi cient in this case insofar as a majority of the recipients of TARP

support were commercial banks who, as a group, exhibit similar contribution patterns.5

4See, for example, http://www.nytimes.com/2009/08/02/business/02bbt.html?pagewanted=all and
http://www.nytimes.com/2009/12/15/business/economy/15bank.html

5Kroszner and Stratmann (1998) show that prior to the repeal of the Glass-Steagall act in 1999
there were three different types of financial service PACs that competed in their lobbying efforts for
legislative support and accordingly showed different contribution patterns: commercial banks, securities
firms/investment banks, and insurance companies. All three groups matched each other’s contributions
to legislators who were not members of the House Banking Committee, but they did not match each
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In addition, we obtain data on political connections from the CRP’s Revolving Door

database. This database “intends to identify those people whose career trajectory has

taken them from Capitol Hill, the White House, and Cabinet offi ce suites to K Street, and

vice versa.”6 Using these data, we calculate an indicator variable called CONNECT that

is equal to unity if a particular firm has employed, or is currently employing an individual

who is also employed or has been employed in the federal government or appointed to a

government advisory board, independent commission, or a congressional or presidential

cabinet entity.

The firm-specific data used for this analysis come from several sources. From the

Center for Research on Security Prices (CRSP), we obtain daily prices, trading volume,

and market capitalizations. We also gather quarterly balance sheet data from Compustat

in order to calculate each firm’s debt-to-equity ratio and total assets. From the U.S.

Treasury Department, we gather the list of financial institutions that received bailout

funds and the date the bailout was received. To obtain a sample of financial institutions,

we gather, from the universe of publicly traded firms, companies with a major Standard

Industrial Classification Code (SIC) header of 60, 61, and 62.7 We also require these

stocks to have CRSP data. The final sample includes 237 firms that received bailout

funds. We also obtain data for 334 financial firms with similar SIC codes that did not

receive bailout funds.

Table 1 reports summary statistics for firms in our sample (Panel A). We also report

the summary statistics for the 334 firms that did not receive bailouts (Panel B). The

average firm in Panel A has a stock price (Price) of $17.12, a market capitalization (Size)

of $4.2 billion, assets (TotAssets) of $47.16 billion, and a debt-to-equity (D/E) ratio of

10.48. The average amount of money received from TARP (TARP) is approximately

$681 million. We also report share turnover (Turn) and stock return volatility (V olt).

Turnover is the percentage of shares outstanding that are traded each day, while volatility

is the standard deviation of daily CAPM residuals.8 The average firm in Panel A has

a daily turnover of 0.11 percent and a volatility measure of 3.61 percent. LobDUM is

an indicator variable that equals one if a firm has positive lobbying expenditures during

other’s contributions to members of the same committee. From this research follows the conclusion that
within each subgroup, the different PACs follow similar contribution patterns.

6Revolving Door: Methodology, retrieved from the world wide web on March 4, 2011: http://www.
opensecrets.org/revolving/methodology.php.

7The Standard Industrial Classification Code System is a system employed by different US government
agencies for classifying industries by a four-digit code. Codes starting with 60 classify banks, 61 classifies
credit agencies, and 62 classifies security and commodity service providers like brokers, dealers, and
exchanges.

8 In particular, we estimate a regression where the dependent variable is the daily return less the
daily risk—free rate and the independent variable is the market risk premium. After capturing the daily
residuals from this regression, we take the standard deviation during each year.
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the five years prior to TARP (2004 to 2008); zero otherwise. We find that nearly nine

percent of firms that received TARP also lobbied. Further, of the firms that lobbied in

Panel A, the average company spent (LobDol) $9.1 million on lobbying from 2004 to

2008 and was active in (%Y earsLob) 67.6 percent of these years. When examining the

indicator variable CONNECT , we find that over seven percent of firms that received

TARP support currently employ or have employed at least one individual that is also

affi liated with the government.

Panel B reports the summary statistics for the other financial firms that did not

receive bailout dollars. The average firm in Panel B has a Price of $17.88, a Size of $1.9

billion, TotAssets of $72.5 billion, a D/E of 13.42, Turn of 0.12 percent, and V olt of

3.75 percent. Of firms in Panel B that lobbied, we find that the mean value for LobDUM

is 0.018 while the average firm has a LobDol value of $2.2 million. We also find that the

mean value of CONNECT is 0.024.

Panel C reports the difference in means. We find that larger firms, in terms of market

capitalization, were more likely to be bailed out as the difference in Size is $2.274 billion

(p-value = 0.05). We show that the LobDUM is significantly larger for firms that received

TARP support than for firms that did not receive support (difference = 0.0706, p-value

= 0.000). In economic terms, LobDUM is nearly five times larger in Panel A than in

Panel B. We also find that the difference in LobDol is significant (difference = $6.88

million, p-value = 0.047). Finally, we report that firms that received TARP had nearly

three times the value of CONNECT than firms that did not receive TARP (difference

= 0.0477, p-value = 0.011). The differences in the other variables reported in Table 1

are statistically close to zero. The finding that lobbying is more prevalent for firms in

Panel A than in Panel B is consistent with the argument that lobbying expenditures

and political connections help explain which firms received TARP support as firms that

received bailout dollars spent four times more on lobbying than firms that did not receive

bailout dollars. However, these results must be interpreted with caution because lobbying

expenditures are likely related to the size of firms, which is also different between samples.

We control for size and other factors that may have influenced the distribution of TARP

funds in multivariate tests below.

3. Analysis and Results

3.1. Who Received TARP Support

The univariate results in Table 1 suggest that both lobbying and political connections

are positively related to the payout of TARP. We continue in this direction by estimating

the following equation using a Probit regression.
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TARPDUMi = β0 + β1Pricei + β2 ln (Sizei) + β3 ln (TotAssetsi) + β4D/Ei

+ β5Turni + β6V olti + β7DUMMYi + εi (1)

The number of firms in the sample is 571. 237 of those firms received TARP support

and 334 firms did not. The dependent variable is an indicator variable equal to one if

firm i received TARP support; zero otherwise. The independent variables include Price,

Size, TotAssets, D/E, Turn, and V olt, which have each been defined previously. The

variable of interest is the indicator variable DUMMY , which is defined in two ways.

We first define DUMMY as LobDUM , which equals one if firm i had positive lobbying

expenditures during the five years prior to their receipt of bailout funds; zero otherwise.

Second, we define DUMMY as CONNECT , which equals unity if firm i is reported to

have political connections according to the CRP.

Table 2 reports the results of the probit analysis. In unreported tests, we estimate

the cross correlation between the independent variables and find that several variables

are significantly correlated. We therefore estimate equation (1) using a linear probability

model and calculate variance inflation factors to determine the severity of multicollinear-

ity. First, we find that the estimates from the linear probability model are qualitatively

similar to those reported in Table 2. Second, we find that the variance inflation factors

of the linear probability model are well under four. However, we report a variety of

versions of the model to show the robustness of our results to potential multicollinearity

bias. We find in column 1 that after controlling for Price, D/E, Turn, and V olt, the

estimate for LobDUM is 1.0474. This estimate is statistically significant at the 0.01

level. Below the estimates for the indicator variable, we report the marginal probabili-

ties for the variable DUMMY (in brackets). We find in column 1 that, after controlling

for other factors that potentially influence the level of TARP support, the probability of

receiving TARP is 0.3836 if a firm had lobbied. Column 2 controls for the natural log of

market capitalization (ln(Size)) instead of Price. Again we find that the estimate for

LobDUM is positive and significant (estimate = 1.1255, p-value = 0.000). The computed

marginal probability is 0.4118. We find similar results in column 3 when we include the

natural log of Assets (ln(TotAssets)) and in column 4 when we include the full model.

In both columns, the estimate for LobDUM is positive and significant and the marginal

probability is 0.5105 and 0.3700.

Results in columns 1 through 4 indicate that lobbying during the five years prior to

TARP significantly increased the probability of receiving TARP support. In columns 5

through 8, we include the indicator variable CONNECT as our variable of interest. As
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before, we report various versions of the full model to show that our results are robust

to multicollinearity bias. For brevity, we discuss the results of the full model in column

8. We find that size (in terms of market capitalization) increased the probability of

receiving TARP support. We also show that firms that were less volatile and had fewer

assets were more likely to receive TARP. After including these control variables, we find

that CONNECT produces a positive estimate that is both statistically significant (p-

value = 0.029) and economically significant (the marginal probability for CONNECT

in column 8 is 0.2351). Similar results are found in columns 5 through 7. These results

support the findings in columns 1 through 4 and our univariate results in Table 1, which

show a direct relation in the level of political engagement and the likelihood of receiving

TARP support.

3.2. The Timing of the TARP Payout

In Tables 1 and 2, we document that political engagement - measured by lobbying ex-

penditures and political connections - increases the likelihood that a firm received TARP

support. Throughout the remainder of the paper, we focus only on firms that received

TARP funds. In this subsection, we examine the timing of TARP payouts for those firms.

In the following subsections, we investigate the variability in the amount of TARP funds

received by firms while controlling for our measures of political engagement. Table 3

reports the date of the TARP payout, the number of firms receiving the payout, the sum

of the total payout on each day, the number of firms that lobbied and received support,

and the number of firms that received support and had political connections according to

the CRP. In column 1, we find that the TARP payout took place over 33 days beginning

on October 28th, 2008. On that day, eight firms received a total of $106 billion dollars.

This figure represents nearly 66 percent of all monies paid out during the 33 day period.

Interestingly, of the eight firms that received TARP funds on October 28th, all eight

firms had lobbied at some point during the five years prior to the bailout (column 4).

Further, all eight firms had political connections according to the CRP (column 5).

Nearly $28 billion of TARP support was paid out to 15 firms on the next payout

date, November 17th, 2008. Of these 15 firms, five firms had lobbied during the five

years prior to the bailout, while four had political connections. Interestingly, nearly 62

percent of the firms that lobbied at some point during the five years prior to TARP,

received support during the first two payouts. Likewise, more than 70 percent of firms

with political connections received support during the first two payouts. Further, 95 (100)

percent of lobbying (politically connected) firms received TARP support during the first

nine days of the payout. In light of the preliminary tests in Tables 1 and 2, which show

that past lobbying expenditures and political connections explain which firms received

TARP support, the findings in Table 3 suggest that the firms that were politically active
8



were among the first firms to receive TARP support. However, these results should

be interpreted with caution as other factors influencing the payout of TARP are not

controlled for.

Next we control for other factors that may have influenced the timing of the payout

of TARP. We estimate the following equation for the 237 firms that received support.

TimeToTarpi = β0 + β1Pricei + β2 ln (Sizei) + β3 ln (TotAssetsi) + β4D/Ei

+ β5Turni + β6V olti + β7LobDUMi + β8CONNECTi

+ β9LobDUMi × CONNECTi + εi (2)

The dependent variable in the equation above is a discrete count variable which represents

the number of days from the signing of TARP (October 3rd, 2008) to the receipt of TARP.

For instance, for firms that received TARP funds during the first payout on October 28th,

2008, TimeToTarp is 25 or 25 days since the signing of TARP. The independent variables

include Price, ln (Size), ln (TotAssets), D/E, Turn, and V olt, which we have defined

previously. The dummy variable LobDUM equals one if firm i had positive lobbying

expenditures during the five years prior to the bailout; zero otherwise. The dummy

variable CONNECT equals unity if firm i has political connections according to the

Center for Responsive Politics; zero otherwise. The interaction variable is the product

of LobDUM and CONNECT .

Because the dependent variable is discrete and counts the days since the signing

of TARP, we use the appropriate count regression framework. The Poisson regres-

sion requires a distribution such that the mean is equal to its variance. The mean

of TimeToTarp, however, is 98, while the variance is over 3, 600. We estimate this dis-

persion using maximum likelihood and find dispersion estimates that range from 0.1560

to 0.1642, which are significantly greater than zero. These estimates suggest that the

dependent variable is over-dispersed and therefore the distributional assumptions of the

Poisson regression are violated. We therefore estimate equation (2) using a negative bi-

nomial regression and report the results in Table 4. We do note that in unreported tests,

we use both OLS while controlling for robust standard errors (White, 1980) and a Pois-

son regression. Estimates obtained from these alternative specifications are qualitatively

similar to those reported in this study. In addition, variance inflation factors from the

OLS regression are well below four. However, as before, we report a variety of versions

of the model to show robustness to potential multicollinearity.

In other tests, we attempt to use the Cox Proportional Hazard model that is com-

mon when analyzing survival data or duration models. We conduct a series of tests
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to determine whether the proportionality assumption, which is required for consistent

Hazard estimates, holds in our data. When estimating equation (2) but excluding the

variable CONNECT and the interaction between CONNECT and LobDUM , we find

that the time dependent covariate for LobDUM is significantly different from zero (p-

value = 0.093) thus rejecting the null hypothesis that this variable is proportional. A

Wald statistic, testing for the proportionality of all time dependent covariates simulta-

neously is 28.92 (p-value = 0.000), which rejects the proportionality of the entire model.

When including CONNECT instead of LobDUM , the time dependent covariate for

CONNECT is significantly different from zero (p-value = 0.071) while the simultane-

ous test for all time dependent covariates produces a Wald statistic of 24.53 (p-value =

0.001). Because the proportionality assumption is violated according to these tests, we

rely on the negative binomial regression estimates in Table 4.

Panel A shows the results when we include LobDUM . Panel B reports the results

when including the indicator variable CONNECT . Panel C reports the results when

including both LobDUM and CONNECT as well as the interaction between the two.

For brevity, we only discuss the findings of the full models reported in column 4 in each

of the panels. As can be seen in Table 4, the results in the other columns are generally

similar.9

Column 4 shows that, after controlling for other factors that might influence the tim-

ing of the payout of TARP, the estimate for LobDUM is negative (estimate = −0.2400,

p-value = 0.048) suggesting that lobbying firms waited fewer days to receive TARP sup-

port than non-lobbying firms did . Column 4 in Panel B reports the results when we

include CONNECT instead of LobDUM . The indicator variable CONNECT also

produces a significantly negative estimate (estimate = −0.4365, p-value = 0.000). These

results indicate that politically connected firms received TARP support sooner than

firms without political connections. In Panel C, we interact the two indicator variables

to determine whether the combination of lobbying and political connectedness drive the

results. In each of the columns, we do not find interaction estimates that are statistically

different from zero. For instance, column 4 reports an interaction estimate that, while

negative, is statistically close to zero (estimate = −0.2085, p-value = 0.665).

To determine the economic significance of the estimates we transform the negative

binomial estimates into percentage differences. In particular, the percentage difference

between firms that lobbied (or had political connections) and those that did not is ob-

tained by using the expression 100× expβj − 1, where βj is either β8 or β9. In Panel A

column 4, the percentage difference is −21.34 indicating that firms that lobbied received

9 In columns 2 and 3, the estimates for LobDUM are only marginally significant (p-values = 0.101
and 0.133).
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TARP support 21.34 percent sooner than firms that did not lobby. Similarly, in Panel B

column 4, the percentage difference is −35.37 percent suggesting that firms with political

connections received support 35.37 percent sooner than firms without political connec-

tions. This exercise helps verify that the estimates reported in Table 4 are not only

statistically significant but are also economically significant. The multivariate results in

Table 4 offer support for the conclusions we draw in Table 3, which suggest that firms

that were politically engaged not only were more likely to receive TARP support, but

they were also more likely to receive support sooner than firms that were not politically

engaged.

3.3. Explanations of the Level of TARP Support

Next, we begin to determine whether lobbying expenditures and political connections

relate directly to the amount of TARP support received by firms in a multivariate setting.

We begin by estimating the following equation using cross-sectional data for the 237 firms

that received TARP.

TARPi = β0 + β1Pricei + β2 ln (Sizei) + β3 ln (TotAssetsi) + β4D/Ei

+ β5Turni + β6V olti + β7LobDUMi + β8CONNECTi

+ β9LobDUMi × CONNECTi + εi (3)

The dependent variable is the amount of dollars (in billions) received by firm i as part of

TARP. The independent variables include Price, ln (Size), ln (TotAssets), D/E, Turn,

and V olt, which have each been defined previously. The variables of interest are the

variables LobDUM , CONNECT , and the interaction between the two variables. The

regression results are reported in Table 5. We report the OLS estimates and p-values (in

parentheses) that are obtained fromWhite (1980) robust standard errors.10 To determine

whether the results in Table 5 suffer from multicollinearity, we estimate variance inflation

factors (unreported) for each specification. In each panel, all of the columns except

column 4, have variance inflation factors that are well below four for each of the variables.

However, in column 4 of each panel, variance inflation factors are approximately 10 for

ln (Size) and ln (TotAssets). Results in these columns should therefore be interpreted

with caution.

In Panel A columns 1 through 3, we estimate a version of equation (1) by includ-

ing some of the control variables individually along with the first variable of interest,

10Out results are also robust to clustering in the error term.
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LobDUM . The control variables produce estimates that are generally consistent with

our expectations. For instance, column 2 shows that ln (Size) is positively related

to the amount of TARP support received by firms. Similarly, column 3 shows that

ln (TotAssets) is directly related to the amount of TARP support received. We also

find some evidence in columns 1 through 3 that firms with high D/E ratios, lower share

turnover, and higher idiosyncratic volatility received a greater amount of TARP sup-

port. These latter results are not robust to each alternative specification, however. The

variable of interest LobDUM produces positive estimates consistently across columns 1

through 3. In fact, the estimate for LobDUM in column 1 suggests that firms that lob-

bied received $5.14 billion more in TARP support than firms that did not lobby. These

results hold in the full model in column 4 although the magnitude of the estimate de-

creases. Column 4 suggests that firms that lobbied still received $2.02 billion more in

TARP support than firms that did not lobby, however. The estimate for LobDUM is

statistically significant at the 0.01 level. Combined with results in Tables 1 and 2 that

suggest that the level of lobbying expenditures is directly related to the likelihood of

firms receiving TARP support, Table 5 indicates that, of the firms that received TARP,

those that lobbied received substantially more than those that did not lobby.

We next turn our attention to Panel B. The variable of interest in this panel is the

indicator variable CONNECT . In each of these columns, the estimate for CONNECT

is positive and significant. In column 1, the estimate is 6.47 suggesting that firms with

political connections - according to the Center for Responsive Politics - received $6.47

billion more in TARP support than firms without political connections. As before, the

magnitude of the estimate for CONNECT decreases when we include size and total

assets as control variables. The estimate for CONNECT is still 3.08 and statistically

significant at the 0.01 level in column 4, however. In economic terms, the estimate for

CONNECT in column 4 indicates that firm with political connections received $3.08

billion more in TARP support than firms without political connections.

Next, we interact the two indicator variables to determine the combined effect of

lobbying and political connections. Panel C shows the results from this interaction. In-

terestingly, we find that firms that both lobbied and were politically connected received

$6.18 billion more TARP support than other firms in column 1 (p-value = 0.014). In

column 4, after controlling for all other factors, firms that both lobbied and were polit-

ically connected received $3.89 billion more in TARP than other firm. The interaction

estimate is statistically significant at the 0.10 level (p-value = 0.060). We note that in

columns 1 through 4 the dummy variables LobDUM and CONNECT produce estimates

that are statistically close to zero, which indicates that firms that both lobbied and were

politically connected drive our results in Panels A and B.
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Thus far, we have only examined the relationship between TARP support and an

indicator variable determining whether a firm has lobbied. Our final set of tests examines

the relation between lobbying expenditures and the level of TARP support. In particular,

we estimate the following equation for the 237 firms that received TARP support.

TARPi = β0 + β1Pricei + β2 ln (Sizei) + β3 ln (TotAssetsi) + β4D/Ei

+ β5Turni + β6V oltiβ7LobDoli + β8CONNECTi

+ β9LobDoli × CONNECTi + εi (4)

The dependent variable and the independent variables have been defined previously.

However, instead of including LobDUM , we include the continuous variable LobDol,

which is equal to the amount of lobbying expenditures for each firm that received TARP

support. Similar to equation (3), we include CONNECT as well as the interaction be-

tween CONNECT and LobDol to determine whether the positive relationship between

LobDol and TARP is driven by firms that lobby and have political connections. The

variables of interest are LobDol and the interaction between LobDol and CONNECT .

We again report the OLS estimates and p-values (in parentheses) obtained from White

(1980) robust standard errors although similar results are found when controlling for

clustering in the error term. Similar to previous tests, we report a variety of versions of

the model to show the robustness of our results. Panel A of Table 6 reports the results

when excluding the variable CONNECT and the interaction variable, while Panel B

reports the results when including these two additional variables. As before, we estimate

variance inflation factors to determine the severity of multicollinearity. The unreported

variance inflation factors in columns 1 through 3 of Panel A and columns 1 through 3

of Panel B are well below four. However, in column 4 of both panels, variance inflation

factors are close to 10 for ln (Size) and ln (TotAssets) and should therefore be inter-

preted with caution. As a measure of robustness, we again report various specifications

of equation (4) to show that our results hold whether we control for size and assets

simultaneously, or not.

Column 1 of Panel A shows that, after controlling for other factors that influence

the payout of TARP, the estimate for LobDol is 585.65 (p-value = 0.000). In economic

terms, this estimate suggests that for every dollar of lobbying expenditures, firms received

$585.65. Similar results are found in columns 2 and 3. When including all of the control

variables in column 4, the estimate for LobDol is 485.77 (p-value = 0.000) indicating

that the marginal benefit for every dollar spent on lobbying during the five years prior

to TARP was more than $485 in TARP support.

13



Columns 1 through 4 of Panel B report the results when including both CONNECT

and the interaction between LobDol and CONNECT . Column 5 shows that the inter-

action estimate is 417.99 (p-value = 0.032) suggesting that every dollar spent on lobbying

by firms that were politically connected resulted in nearly $418 dollar of TARP support.

Similar results are found in columns 2 through 4. These results indicate that that our

finding that lobbying expenditures are directly related to the amount of TARP support

received by firms is driven by firms that are politically connected. Again we note that

the variable LobDol produces estimates that are statistically close to zero in columns 1

through 4 of Panel B suggesting that the effect of lobbying expenditures on the amount

of TARP support received is primarily driven by firms with political connections.

3.4. Robustness

We recognize an important potential bias in our results. Our results in Tables 5 and 6

may be driven by potential sample selection bias as some firms may not find it optimal to

lobby thus violating the random sampling assumption required for consistent estimation.

Furthermore, endogeneity might be affecting our results. We re-estimate equations (3)

and (4) using the Heckman correction to account for both sample selection bias and

endogeneity. This correction uses a two-stage approach wherein the first stage is a limited

dependent variable estimation of the conditional probability that firm i lobbied given X,

where X is a vector of control variables. More specifically, we first estimate the following

equation using a probit model.

P (LobDUM = 1 | X) = Φ(Xη) (5)

where LobDUM has been defined previously and Φ is the standard normal cumulative

distribution function. We include in X: Price, Size, TotAssets, D/E, Turn, and V olt.

In the next stage, we include a transformation of these predicted probabilities to estimate

a general model that is similar to equations (3) and (4). Specifically, we estimate the

following:

E[TARP | X, LobDUM = 1] = Xβ + E[ε | X, LobDUM = 1] (6)

where TARP has been defined previously and X includes the control variables mentioned

above. We specify the Heckman correction in general terms because, as noted previously,

several variables included in X are strongly correlated with one another. We therefore

include a variety of different combinations of control variables when accounting for the

correction, in order to assure that our results are robust to sample selection bias. The

results from these robustness tests are not reported in this paper. We find, however

that, in general, lobbying expenditures and political connections have strong explanatory
14



power for TARP payouts. For instance, replicating Table 6 column 4 and including all

independent variables in X when estimating both equation (5) and equation (6), we find

that the average estimate for LobDol in the second stage of the Heckman correction

is 450.05. In each specification that we report in Table 6, the estimates for LobDol

are statistically significant at the 0.01 level. The results from these tests indicate that

the findings reported above are robust to sample selection corrections and potential

endogeneity.

We also note another important characteristic of equations (3) and (4). If endogeneity

biases our estimates, our estimates are still asymptotically consistent. For instance, if

the lobbying variables or the political connection variables are indeed correlated with

the error terms, this correlation is not contemporaneous. In addition, the error term

accounts for the amount of TARP received by firm i on the date of receipt. However, the

lobbying variables and the political connection variables are measured before the receipt

date. Even if the results we report Tables 5 and 6 suffer from endogeneity bias, at a

minimum our estimates are still asymptotically consistent.

Based on our discussion in the introduction, some banks protested the acceptance of

TARP funds and were not allowed to pay back TARP loans until certain U.S. Treasury

standards were met. In other unreported tests, we control for payback as an independent

variable The idea here is control for the likelihood that firms that were first able to

payback the loans according to Treasury standards are not driving the relation between

political engagement and characteristics related to the distribution of TARP. We include

an indicator variable equal to unity if the bank had paid back TARP loans by the

end of the 2009. The indicator variable captures firms that were able to repay the

TARP loans the quickest based on the standards set by the Treasury. We replicate our

entire multivariate analysis while including this variable and find that the results are

qualitatively similar to those reported in the version of the study. These unreported

results suggest that our results are not affected by firms that were quickest to repay the

TARP loans.

4. Conclusion

Faccio et al. (2006) show that firms with political connections are more likely to receive

corporate bailouts than firms without political connections suggesting that political en-

gagement might be a form of insurance during periods of economic crises. In this paper,

we examine whether the level of political engagement determined the allocation, tim-

ing, and the magnitude of TARP funds during the recent economic crisis. In particular,

we extend the literature by testing whether corporate political engagement was impor-

tant in determining which firms received support, under what is to this date the largest
15



government bailout in U.S. history. Second, we test whether political engagement also

determined the timing of the payout of TARP. Third, we examine whether political ties

influence the amount of TARP support received by firms. We approximate political en-

gagement in two ways: First, we obtain lobbying expenditures for each firm during the

five years prior to TARP. Second, we use the definition of political connections given by

the Center for Responsive Politics. We examine the effect of these approximations of

political engagement on the distribution of TARP for a sample of 237 firms that received

support and 334 financial firms that did not receive support.

Our multivariate results are striking. After controlling for other factors that may

have influenced the distribution of TARP funds, our probit analysis suggests that firms

that lobbied during the five years prior to TARP had between a 37 to 51 percent better

chance of receiving TARP support. Similarly, we find that politically connected firms had

a 23.5 to 39.3 percent better chance of receiving TARP support. These results confirm

findings in Faccio, Masulis, and McConnell (2010).

In other tests, we examine how soon firms that were politically engaged received

TARP support. Our results suggest that both lobbying expenditures during the five

years prior to TARP and political connections are directly related to the timing of bailout

decisions. For instance, while TARP was paid out over 33 installments, we find that 62

percent of firms that lobbied during the five years prior to TARP received bailout funds

in the first two payouts. Further, nearly 71 percent of firms with political connections

received support in the first two payouts. We also find that 95 (100) percent of firms that

lobbied (with political connections) received TARP support during the first nine payouts.

Our regression analysis shows that firms that lobbied were more likely to receive TARP

support 21.34 percent sooner than firms that did not lobby. Further, firms with political

connections were more likely to receive support 35.37 percent sooner than firms without

political connections.

Our final set of tests examines the amount of TARP support received by each firm

while conditioning on our approximations of political engagement. First, our multivariate

analysis shows that firms that lobbied received between $2.02 billion and $5.14 billion

more in TARP support than firms that did not lobby. Further, we find that firms with

political connections received between $3.08 billion and $6.47 billion more in TARP funds

than firms without political connections. Second, we show that for every dollar spent on

lobbying, firms received between $485.77 and $585.65 in TARP support. This result is

primarily driven by firms with political connections.

Combined, our results indicate that political engagement is not only directly related

to the likelihood of receiving TARP support, but political engagement is also related to

both the timing and magnitude of support. These findings seem to indicate that political
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engagement was an important determinant in the distribution of TARP funds. However,

media outlets reported instances where several banks protested the manditory acceptance

of the TARP funds. If firms become politically engaged as a form of insurance during

periods of economic crises, then why were some firms forced to be bailed out? Because

the motivation behind the bailout is unobserved, we are left to speculate why our results

show that political engagement apparently had such a profound effect on the distribution

of TARP. Perhaps banks that vocally protested the bailout were much more willing to

accept TARP support then they let on and their protest was intended to be a positive

signal to shareholders. Or, perhaps forced government intervention is more likely to

be easier with firms that have relationships with government offi cials. Regardless of the

answer to these questions, the 2008 Troubled Asset Relief Program provides a unique

look into the complexities of relation between political engagement and large bailouts.

17



References

[1] Ansolabehere, S., Snyder Jr., J. M., & Ueda, M. (2003). Why is there so little money in U.S.

politics? Journal of Economic Perspectives, 17 (1), 105-130.

[2] Chen, H., Parsley, D., & Yang, Y.-W. (2010). Corporate Lobbying and Financial Performance.

Working Paper.

[3] Congleton, R. D. (2009). On the political economy of the financial crisis and bailout of 2008-2009.

Public Choice, 140 (3-4), 287-317.

[4] Cooper, M. J., & Ovtchinnikov, A. V. (2010). Corporate Political Contributions and Stock Returns.

Journal of Finance, 65 (2), 687-724.

[5] Duchin, R. & Sosyura D. (2012). The Politics of Government Investment. Journal of Financial

Economics, forthcoming.

[6] Durden, G. C., Shogren, J. F., & Silberman, J. I. (1991). The Effects of Interest Group Pressure

on Coal Strip-Mining Legislation. Social Science Quarterly, 72, 239-250.

[7] Faccio, M. (2010). Differences between politically connected and non-connected firms: a cross coun-

try analysis. Financial Management, 39, 905-927.

[8] Faccio, M. (2006). Politically Connected Firms. American Economic Review, 96 (1), 369-386.

[9] Faccio, M., & Parsley, D. C. (2009). Sudden Deaths: Taking Stock of Geographic Ties. Journal of

Financial and Quantitative Analysis, 44 (3), 683-718.

[10] Faccio, M., Masulis, R. W., & McConnell, J. J. (2006). Political Connections and Corporate

Bailouts. Journal of Finance, 61 (6), 2597-2635.

[11] Fisman, R. (2001). Estimating the value of political connections. American Economic Review, 91

(4), 1095-1102.

[12] Goldman, E., Rocholl, J., & So, J. (2009). Do Politicaly Connected Boards Affect Firm Value?

Review of Financial Studies„ 22, 2331-2360.

[13] Hill, M., Kelly, W., Lockhart, B., & Van Ness, R. (n.d.). Determinants of Effects of Corporate

Lobbying. working paper .

[14] Hochberg, Y., Sapienza, Y., & Vissing-Jorgensen. (2009). A Lobbying Approach to Evaluating the

Sarbanes-Oxley Act of 2002. Journal of Accounting Research, 47, 519-583.

[15] Hutchcroft, P. D. (1998). Booty Capitalism: The Politics of Banking in the Philippines. Ithaca,

NY: Cornelll University Press.

[16] Igan, D., Mishra, P., & Tressel, T. (2009). A fistful of dollars: lobbying and the financial crisis.

International Monetary Fund Working Paper .

[17] Jayachandran, S. (2006). The Jeffords Effect. Journal of Law and Economics, 49 (2), 397-425.

[18] Kroszner, R. S., & Stratmann, T. (1998). Interest-Group Competition and the Organization of

Congress: Theory and Evidence from Financial Services; Political Action Committees. Ameri-

can Economic Review, 88 (5), 1163-1187.

[19] Langbein, L. I., & Lotwis, M. A. (1990). The Political Effi cacy of Lobbying and Money: Gun

Control in the U.S. House, 1986. Legislative Studies Quarterly, 15 (3), 413-440.

[20] Li, L. (2011). TARP Funds Distribution and Bank Loan Supply. Working Paper .

[21] McCubbins, M. D., & Page, T. (1986). The Congressional Foundations of Agency Performance.

Public Choice, 51 (2), 173-190.

[22] Milyo, J., Primo, D., & Groseclose, T. (2000). Corporate PAC Campaign Contributions in Perspec-

tive. Business and Politics, 2 (1), 75-88.

[23] Niskanen, W. A. (1996). Bureaucracy and Public Economics. Northampton, MA: Edward Elgar.

[24] Niskanen, W. A. (1975). Bureaucrats and Politicians. Journal of Law and Economics, 18 (3), 617-

643.

18



[25] Niskanen, W. A. (1968). The peculiar economics of bureaucracy. American Economic Review, 58

(2), 293-305.

[26] Richter, B., Samphantharak, & Timmons, J. (2009). Lobbying and Taxes. American Journal of

Political Science, 53, 893-909.

[27] Roberts, B. E. (1990). A dead senator tells no lies: Seniority and the distribution of federal benefits.

American Journal of Political Science, 34 (1), 31-58.

[28] Smith, A., Wagner, R. E., & Yandle, B. (2011). A theory of entangled political economy, with

application to TARP and NRA. Public Choice, 148 (1-2), 45-66.

[29] Stigler, G. J. (1971). The Theory of Economic Regulation. Bell Journal of Economics and Manag-

ment Science, 2 (1), 3-21.

[30] Stratmann, T. (1995). Campaign contributions and congressional voting: Does the timing of con-

tributions matter? Review of Economics and Statistics, 77, 127-136.

[31] Stratmann, T. (2005). Some Talk: Money in Politics. A (Partial) Review of the Literature. Public

Choice, 124 (1/2), 135-156.

[32] Stratmann, T. (1998). The market for congressional votes: Is timing of contributions everything?

Journal of Law and Economics, 41, 85-113.

[33] Stratmann, T. (1991). What do campaign contributions buy? Deciphering causal effects of money

and votes. Southern Economic Journal, 57 (3), 606-620.

[34] Tullock, G. (1972). The Purchase of Politicians. Western Economic Journal, 10, 354-355.

[35] Weingast, B. R., & Marshall, W. J. (1988). The Industrial Organization of Congress: or, Why

Legislatures, Like Firms, Are Not Organized as Markets. Journal of Political Economy, 96 (1),

132-163.

[36] Yu, F., & X., Yu. (2010). Corporate Lobbying and Fraud Protection. Journal of Financial and

Quantitative Analysis, forthcoming.

19



T
ab
le
1

S
u
m
m
ary

S
tatistics

P
an
el
A
.
B
ailed

O
u
t
F
irm

C
h
aracteristics

(N
=
2
3
7)

P
rice

S
ize

T
o
tA
ssets

D
/
E

T
u
rn

V
o
lt

T
A
R
P

L
o
bD
U
M

L
o
bD
o
l

C
o
n
n
ect

[1]
[2]

[3]
[4]

[5]
[6]

[7]
[8]

[9]
[1
0]

M
ea
n

1
7
.1
2

4
,
1
9
7
,
1
8
7
,
9
7
4

4
7
,
1
5
9
.8
7

1
0
.4
8

0
.1
1
2
6

0
.0
3
6
1

6
8
1
,
1
7
1
,
1
0
6

0
.0
8
8
6

9
,
1
1
9
,
2
2
3

0
.0
7
1
7

M
in
im
u
m

2
.7
0

1
3
,
2
7
4
,
1
0
0

1
5
7
.7
6

4
.7
5

0
.0
0
3
5

0
.0
1
6
5

2
,
0
1
0
,
0
0
0

0
.0
0
0
0

1
3
,
0
5
6

0
.0
0
0
0

2
5
t
h
P
ercen

tile
1
0
.0
3

6
0
,
4
3
9
,
6
0
0

8
2
7
.2
8

8
.4
5

0
.0
1
7
6

0
.0
2
7
8

1
6
,
3
0
0
,
0
0
0

0
.0
0
0
0

1
0
0
,
0
0
0

0
.0
0
0
0

M
ed
ia
n

1
3
.1
9

1
5
3
,
8
7
1
,
0
0
0

1
,
8
3
7
.7
0

1
0
.1
8

0
.0
4
0
7

0
.0
3
4
2

3
7
,
0
0
0
,
0
0
0

0
.0
0
0
0

8
2
5
,
0
4
4

0
.0
0
0
0

7
5
t
h
P
ercen

tile
1
9
.8
5

4
9
9
,
6
5
0
,
0
0
0

4
,
7
6
5
.8
4

1
1
.9
9

0
.1
5
7
6

0
.0
4
2
1

1
0
8
,
0
0
0
,
0
0
0

0
.0
0
0
0

1
7
,
4
5
5
,
0
0
0

0
.0
0
0
0

M
a
xim

u
m

1
6
9
.0
7

1
5
1
,
9
5
7
,
0
0
0
,
0
0
0

2
4
1
,
0
7
6
.5
8

2
7
.1
3

1
.1
4
3
9

0
.0
6
4
5

2
5
,
0
0
0
,
0
0
0
,
0
0
0

1
.0
0
0
0

4
3
,
8
8
8
,
0
8
8

1
.0
0
0
0

P
an
el
B
.
N
on
-B
ailed

O
u
t
F
irm

C
h
aracteristics

(N
=
3
3
4)

M
ea
n

1
7
.8
8

1
,
9
2
2
,
3
5
6
,
2
0
8

7
2
,
5
0
1
.8
0

1
3
.4
2

0
.1
2
2
2

0
.0
3
7
5

—
0
.0
1
8
0

2
,
2
4
1
,
7
8
1

0
.0
2
4

M
in
im
u
m

1
.9
1

8
,
1
2
6
,
7
6
5

3
8
1
.3
8

0
.0
5

0
.0
0
1
9

0
.0
0
3
7

—
0
.0
0
0
0

1
0
5
,
0
0
0

0
.0
0
0

2
5
t
h
P
ercen

tile
8
.9
8

5
3
,
3
1
0
,
9
5
5

7
2
7
.0
6

8
.5
9

0
.0
1
7
7

0
.0
2
1
3

—
0
.0
0
0
0

1
3
0
,
0
0
0

0
.0
0
0

M
ed
ia
n

1
2
.4
3

1
2
1
,
3
9
8
,
8
3
6

2
,
5
5
1
.3
3

1
1
.6
1

0
.0
3
7
4

0
.0
3
0
5

—
0
.0
0
0
0

9
6
2
,
9
6
6

0
.0
0
0

7
5
t
h
P
ercen

tile
2
1
.1
7

4
2
7
,
0
0
5
,
2
3
9

7
2
,
0
6
9
.0
0

2
0
.0
3

0
.1
2
3
6

0
.0
4
8
6

—
0
.0
0
0
0

1
,
9
8
3
,
0
0
0

0
.0
0
0

M
a
xim

u
m

1
0
8
.0
2

7
1
,
6
2
7
,
7
5
5
,
7
3
8

2
6
0
,
1
9
0
.0
0

1
3
7
.1
5

9
.2
3
2
1

0
.2
5
2
0

—
1
.0
0
0
0

9
,
3
0
6
,
7
5
2

1
.0
0
0

P
an
el
C
.
D
iff
eren

ce
in
M
ean

s

D
iff
eren

ce
0
.7
6

2
,
2
7
4
,
8
3
1
,
7
6
6

−
2
5
,
3
4
1
.9
3

−
2
.9
4

−
0
.0
0
9
6

−
0
.0
0
1
4

—
0
.0
7
0
6

6
,
8
7
7
,
4
4
2

0
.0
4
7
7

p
—
va
lu
e

(0
.5
5
3
)

(0
.0
5
0
)

(0
.3
6
6
)

(0
.8
4
6
)

(0
.7
8
2
)

(0
.3
9
3
)

—
(0
.0
0
0
)

(0
.0
4
7
)

(0
.0
1
1
)

T
h
e
tab

le
rep

orts
statistics

th
at
d
escrib

e
th
e
sam

p
le.

In
p
articu

lar,
p
an
el
A
rep

orts
th
e
resu

lts
for

th
e
2
3
7
fi
rm
s
th
at
received

b
ailou

t
d
ollars

w
h
ile

p
an
el
B
sh
ow
s

th
e
resu

lts
for

fi
n
an
cial

fi
rm
s
th
at
d
id
n
ot
receive

b
ailou

t
d
ollars.

W
e
rep

ort
th
e
C
R
S
P
p
rice

(P
rice

),
th
e
m
arket

cap
italization

(S
ize
),
th
e
total

assets
in
m
illion

s
rep

orted
on

C
om

p
u
stat

(T
o
tA
ssets),

th
e
C
om

p
u
stat

D
eb
t—to—E

q
u
ity

R
atio

(D
/
E
),
th
e
sh
are

tu
rn
over

(T
u
rn
),
w
h
ich

is
th
e
m
on
th
ly
C
R
S
P
volu

m
e
scaled

b
y

sh
ares

ou
tstan

d
in
g,
an
d
th
e
id
iosy

n
cratic

volatility
(V
o
lt),

w
h
ich

is
th
e
stan

d
ard

d
ev
iation

of
th
e
resid

u
als

from
th
e
d
aily

C
A
P
M
regression

s.
W
e
ob
tain

d
ata

regard
in
g
th
e
lob

b
y
in
g
ex
p
en
d
itu
res

from
th
e
C
en
ter

for
R
esp

on
sive

P
olitics

(C
P
R
).
L
o
bD
u
m
is
a
d
u
m
m
y
variab

le
eq
u
al
to
on
e
if
fi
rm

i
lob

b
ied

d
u
rin
g
th
e
fi
ve

years
p
rior

to
T
A
R
P
.
L
o
bD
o
l
is
th
e
am

ou
n
t
of
lob

b
y
in
g
ex
p
en
d
itu
res

for
fi
rm
s
th
at
lob

b
ied
.
C
o
n
n
ect

is
a
d
u
m
m
y
variab

le
eq
u
al
to
on
e
if
fi
rm

i
h
as
p
olitical

con
n
ection

s
accord

in
g
to
th
e
C
P
R
.
In
p
an
el
A
,
L
o
bD
o
l
rep

resen
ts
th
e
n
u
m
b
er
of
d
ollars

sp
en
t
b
y
fi
rm
s
th
at
b
oth

lob
b
ied

d
u
rin
g
th
e
last

fi
ve
years

an
d
received

b
ailou

t
d
ollars.

O
f
th
e
2
3
7
fi
rm
s
th
at
received

b
ailou

t
m
on
ey,

2
1
of
th
e
fi
rm
s
sp
en
d
m
on
ey

on
lob

b
y
in
g.

In
p
an
el
B
,
L
o
bD
o
l
is
th
e
n
u
m
b
er
of
d
ollars

sp
en
t
b
y

fi
rm
s
th
at
lob

b
ied

d
u
rin
g
th
e
last

fi
ve
years

b
u
t
d
id
n
ot
receive

b
ailou

t
m
on
ey.

O
f
th
e
3
3
4
fi
rm
s
th
at
d
id
n
ot
receive

b
ailou

t
d
ollars,

on
ly
1
0
fi
rm
s
sp
en
t
m
on
ey

on
lob

b
y
in
g.

20



T
ab
le
2

P
rob

it
R
egression

s

[1]
[2]

[3]
[4]

[5]
[6]

[7]
[8]

In
tercept

0
.3
9
8
3

1
.2
1
7
4

1
.7
2
8
5

−
1
.2
5
8

0
.3
8
2
0

0
.6
9
7
7

1
.6
2
1
0

−
1
.7
6
9
8

(0
.0
2
8
)

(0
.1
5
9
)

(0
.0
0
0
)

(0
.1
9
8
)

(0
.0
3
4
)

(0
.4
4
5
)

(0
.0
0
0
)

(0
.0
6
6
)

P
rice

−
0
.0
0
2
1

0
.0
0
3
0

−
0
.0
0
1
2

0
.0
0
3
0

(0
.6
2
1
)

(0
.5
5
0
)

(0
.7
8
5
)

(0
.5
5
0
)

ln
(S
ize)

−
0
.0
4
4
1

0
.1
9
2
7

−
0
.0
1
7
4

0
.2
1
9
6

(0
.2
9
8
)

(0
.0
0
2
)

(0
.7
0
1
)

(0
.0
0
0
)

ln
(T
otA

ssets)
−
0
.1
6
8
1

−
0
.2
9
0
9

−
0
.1
5
3
6

−
0
.2
9
3
1

(0
.0
0
0
)

(0
.0
0
0
)

(0
.0
0
0
)

(0
.0
0
0
)

D
/E

0
.0
0
1
2

0
.0
0
1
3

0
.0
0
4
6

0
.0
0
5
0

0
.0
0
1
4

0
.0
0
1
4

0
.0
0
4
9

0
.0
0
5
5

(0
.7
6
3
)

(0
.7
3
1
)

(0
.4
9
5
)

(0
.4
9
4
)

(0
.7
3
0
)

(0
.7
2
2
)

(0
.4
8
3
)

(0
.4
7
2
)

T
u
rn

−
0
.4
9
7
4

−
0
.2
6
5
8

−
0
.0
1
8
5

−
0
.0
8
4
4

−
0
.4
3
3
1

−
0
.3
4
6
1

−
0
.0
2
6
7

−
0
.0
9
6
9

(0
.3
3
5
)

(0
.4
9
7
)

(0
.9
0
5
)

(0
.6
7
0
)

(0
.3
9
5
)

(0
.5
2
5
)

(0
.8
6
4
)

(0
.6
3
8
)

V
olt

−
0
.1
7
6
4

−
0
.1
8
9
2

−
0
.2
1
4
5

−
0
.1
4
6
5

−
0
.1
7
4
4

−
0
.1
7
8
3

−
0
.2
1
2
2

−
0
.1
3
6
1

(0
.0
0
0
)

(0
.0
0
0
)

(0
.0
0
0
)

(0
.0
0
2
)

(0
.0
0
0
)

(0
.0
0
0
)

(0
.0
0
0
)

(0
.0
0
4
)

L
obD

U
M

1
.0
4
7
4

1
.1
2
5
5

1
.4
5
0
1

1
.0
7
1
3

(0
.0
0
0
)

(0
.0
0
0
)

(0
.0
0
0
)

(0
.0
0
1
)

C
on
n
ect

0
.7
1
0
3

0
.7
3
0
4

1
.0
9
6
9

0
.6
7
2
9

(0
.0
1
6
)

(0
.0
1
6
)

(0
.0
0
0
)

(0
.0
2
9
)

M
argin

als
D
U
M
M
Y

[0
.3
8
3
6]

[0
.4
1
1
8]

[0
.5
1
0
5]

[0
.3
7
0
0]

[0
.2
6
3
1]

[0
.2
7
0
5]

[0
.3
9
2
7]

[0
.2
3
5
1]

L
R

4
2
.2
4

4
2
.9
3

6
9
.8
5

8
2
.3

3
4
.4
5

3
4
.5
2

5
8
.4
1

7
4
.5
7

P
seu

do
R
2

0
.0
5
4
5

0
.0
5
5
4

0
.0
9
0
1

0
.1
0
6
2

0
.0
4
4
4

0
.0
4
4
5

0
.0
7
5
4

0
.0
9
6
2

T
h
e
tab

le
rep

orts
th
e
resu

lts
from

estim
atin

g
th
e
follow

in
g
eq
u
ation

u
sin
g
cross—section

al
d
ata

from
th
e
sam

p
le
of
5
7
1
fi
n
an
cial

fi
rm
s
—
2
3
7
fi
rm
s
th
at
received

b
ailou

t
d
ollars

an
d
3
3
4
fi
rm
s
th
at
d
id
n
ot
receive

T
A
R
P
su
p
p
ort.

W
e
estim

ate
th
e
follow

in
g
P
rob

it
regression

s:
T
A
R
P
D
U
M

i
=
β
0
+
β
1
P
r
ic
e
i
+
β
2
ln
(S
iz
e
i )
+

β
3
ln
(T
o
tA
s
s
e
ts
i )
+
β
4
D
/
E
i
+
β
5
T
u
r
n
i
+
β
6
V
o
lt
i
+
β
7
D
u
m
m
y
i
+
ε
i .
T
h
e
d
ep
en
d
en
t
variab

le
is
an

in
d
icator

variab
le
eq
u
al
to
on
e
if
fi
rm

i
received

T
A
R
P

su
p
p
ort

an
d
zero

oth
erw

ise.
T
h
e
in
d
ep
en
d
en
t
variab

les
in
clu
d
e
P
r
ic
e,
S
iz
e,
T
o
tA
s
s
e
ts,

D
/
E
,
T
u
r
n
,
an
d
V
o
lt,

w
h
ich

h
ave

each
b
een

p
rev

iou
sly

d
efi
n
ed
.
T
h
e

variab
le
of
in
terest

is
th
e
in
d
icator

variab
le
D
U
M
M
Y
,
w
h
ich

is
d
efi
n
ed
tw
o
w
ay
s.
In
colu

m
n
s
[1
]
th
rou

gh
[4
],
w
e
d
efi
n
e
D
U
M
M
Y
as
L
o
b
D
U
M
,
w
h
ich

eq
u
als

on
e

if
fi
rm

i
h
as
sp
en
t
a
p
ositive

am
ou
n
t
on

lob
b
y
in
g
d
u
rin
g
th
e
give

years
p
rior

to
receip

t
of
th
e
b
ailou

t
d
ollars

an
d
zero

oth
erw

ise.
In
colu

m
n
s
[5
]
th
rou

gh
[8
],
w
e

d
efi
n
e
D
U
M
M
Y
as
C
o
n
n
e
c
t,
w
h
ich

eq
u
als

on
e
if
fi
rm

i
is
rep

orted
to
h
ave

p
olitical

con
n
ection

s
accord

in
g
to
th
e
C
en
ter

for
R
esp

on
sive

P
olitics.

In
u
n
rep

orted
tests,

w
e
estim

ate
th
e
eq
u
ation

ab
ove

u
sin
g
a
lin
ear

p
rob

ab
ility

m
o
d
el
an
d
calcu

late
varian

ce
in
fl
ation

factors.
T
h
e
estim

ates
from

th
e
lin
ear

p
rob

ab
ility

m
o
d
el

are
q
u
alitatively

sim
ilar

to
th
ose

rep
orted

rep
orted

in
th
is
tab

le.
V
arian

ce
in
fl
ation

factors
from

th
e
lin
ear

p
rob

ab
ility

m
o
d
el
are

w
ell

u
n
d
er
fou

r.
H
ow
ever,

w
e

rep
ort

a
variety

of
version

s
of
th
e
m
o
d
el
to
sh
ow

rob
u
stn

ess
to
p
oten

tial
m
u
lticollin

earity
for

ou
r
resu

lts.
P
—valu

es
are

rep
orted

in
p
aren

th
eses.

21



Table 3
Time Series of Bailout Dollars

Firms Receiving Bailout Dollars Firms that Firms with
Bailout Date Bailout Dollars Received Lobbied Connections

[1] [2] [3] [4] [5]
10/28/2008 8 $106, 000, 000, 000 8 8
11/17/2008 15 $27, 890, 841, 000 5 4
11/21/2008 17 $1, 539, 254, 000 2 2
12/5/2008 29 $2, 837, 691, 000 0 0
12/12/2008 22 $1, 934, 179, 900 0 0
12/19/2008 27 $2, 228, 901, 000 1 0
12/23/2008 18 $1, 649, 781, 000 2 1
12/31/2008 4 $10, 025, 547, 000 1 1
1/9/2009 20 $4, 215, 626, 000 1 1
1/16/2009 15 $994, 450, 300 0 0
1/22/2009 4 $211, 892, 000 0 0
1/30/2009 15 $803, 495, 000 0 0
2/6/2009 4 $31, 785, 000 0 0
2/13/2009 6 $230, 264, 000 0 0
2/20/2009 4 $147, 481, 000 0 0
2/27/2009 3 $156, 929, 000 0 0
3/6/2009 3 $139, 700, 000 0 0
3/13/2009 2 $82, 193, 000 0 0
3/20/2009 1 $21, 000, 000 0 0
4/3/2009 1 $10, 958, 000 0 0
4/17/2009 1 $13, 179, 000 0 0
4/24/2009 1 $11, 000, 000 0 0
5/1/2009 1 $14, 738, 000 0 0
5/15/2009 2 $35, 800, 000 0 0
5/22/2009 2 $34, 800, 000 0 0
5/29/2009 2 $23, 410, 000 0 0
6/12/2009 3 $21, 648, 000 0 0
6/26/2009 1 $2, 986, 000 0 0
7/17/2009 1 $50, 000, 000 1 0
7/24/2009 1 $36, 000, 000 0 0
9/11/2009 2 $13, 771, 000 0 0
10/2/2009 1 $22, 252, 000 0 0
12/4/2009 1 $6, 000, 000 0 0

The table reports the dates of bailout, the number of firms that received bailout money, the sum of the bailout
amount that was paid out on that day, the number of firms that lobbied during the last five years, and the
number of firms that had political connections according to the Center for Responsive Politics.
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Table 4
Negative Binomial Regressions

Panel A.
[1] [2] [3] [4]

Intercept 3.9683 4.7439 4.4929 4.3312
(0.000) (0.000) (0.000) (0.000)

Price 0.0048 0.0052
(0.044) (0.033)

ln(Size) −0.0324 0.0053
(0.304) (0.912)

ln(TotAssets) −0.0527 −0.0623
(0.076) (0.163)

D/E −0.0023 0.0006 0.0033 0.0004
(0.808) (0.949) (0.723) (0.968)

Turn −1.8456 −1.2746 −1.1037 −1.3435
(0.000) (0.002) (0.004) (0.001)

Volt 0.2312 0.1838 0.1799 0.2080
(0.000) (0.000) (0.000) (0.000)

LobDUM −0.3222 −0.1978 −0.1749 −0.2400
(0.003) (0.101) (0.133) (0.048)

Dispersion 0.1618 0.1642 0.1629 0.1594
Pearson χ2 309.32 317.35 314.87 308.45

Table 4 continued on next page.
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Table 4
Negative Binomial Regressions

Panel B.
[1] [2] [3] [4]

Intercept 3.9177 4.4046 4.3635 4.0972
(0.000) (0.000) (0.000) (0.000)

Price 0.0056 0.0057
(0.019) (0.018)

ln(Size) −0.0169 0.0110
(0.588) (0.814)

ln(TotAssets) −0.0388 −0.0522
(0.197) (0.242)

D/E 0.0002 0.0032 0.0048 0.0022
(0.986) (0.734) (0.602) (0.817)

Turn −1.6620 −1.2444 −1.0681 −1.3299
(0.000) (0.002) (0.005) (0.001)

Volt 0.2306 0.1895 0.1826 0.2148
(0.000) (0.000) (0.005) (0.000)

Connect −0.5178 −0.3841 −0.3414 −0.4365
(0.000) (0.000) (0.015) (0.000)

Dispersion 0.1574 0.1613 0.1604 0.1561
Pearson χ2 303.91 314.12 313.80 305.07

Table 4 continued on next page.
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Table 4
Negative Binomial Regressions

Panel C.
[1] [2] [3] [4]

Intercept 3.9125 4.4243 4.3696 4.0967
(0.000) (0.000) (0.000) (0.000)

Price 0.0058 0.0059
(0.016) (0.017)

ln(Size) −0.0179 0.0100
(0.576) (0.833)

ln(TotAssets) −0.0398 −0.0500
(0.195) (0.268)

D/E −0.0002 0.0032 0.005 0.0019
(0.980) (0.734) (0.595) (0.843)

Turn −1.6763 −1.2373 −1.0621 −1.3493
(0.000) (0.002) (0.006) (0.001)

Volt 0.2322 0.1887 0.1820 0.2160
(0.000) (0.000) (0.000) (0.000)

LobDUM 0.0225 0.0566 0.0584 0.0360
(0.903) (0.765) (0.755) (0.847)

Connect −0.2948 −0.3423 −0.3554 −0.278
(0.539) (0.432) (0.414) (0.519)

LobDUM × −0.2948 −0.0969 −0.0398 −0.2085
Connect (0.538) (0.841) (0.934) (0.665)

Dispersion 0.1572 0.1612 0.1604 0.1560
Pearson χ2 303.86 313.41 312.92 304.76

The table reports the results from estimating the following equation using cross-sectional data from the sample
of 237 firms that received bailout dollars and using Negative Binomial regression analysis. The Negative Bino-
mial regression we estimate the following: TimeToTarpi = β0+β1Pricei+β2 ln (Sizei)+β3 ln (TotAssetsi)+
β4D/Ei + β5Turni + β6V olti + β7LobDUMi + β8Connecti + β9LobDUMi ×Connecti + εi. The dependent
variable is a discrete count variable which is the number of days from the TARP signing (October 3rd, 2008) to
the receipt of TARP. The independent variables include Price, Size, TotAssets, D/E, Turn, and V olt, which
have each been defined previously. The dummy variable LobDUM equals one if firm i has spent a positive
amount on lobbying during the five years prior to receipt of the bailout dollars; zero otherwise. The dummy
variable Connect equals unity if firm i has political connections according to the CRP; zero otherwise. The
interaction variable is the product of LobDUM and Connect. We report the OLS estimates and P—values
(in parentheses) obtained from White (1980) robust standard errors. Estimates from regular OLS are qualita-
tively similar to those reported in this table. In addition, Variance Inflation Factors from the OLS regression
are well below four. However, we report a variety of versions of the model to show robustness to potential
multicollinearity. P—values are reported in parentheses.
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Table 5
Cross—Sectional Regressions

Panel A.
[1] [2] [3] [4]

Intercept 0.6771 −27.9807 −10.0655 −19.5884
(0.436) (0.000) (0.000) (0.000)

Price 0.0145 0.0046
(0.288) (0.693)

ln(Size) 1.4244 0.6701
(0.000) (0.019)

ln(TotAssets) 1.4144 0.8764
(0.000) (0.002)

D/E 0.0376 0.0825 0.0001 0.0305
(0.513) (0.095) (0.988) (0.557)

Turn 0.9679 −12.093 −11.2819 −13.1034
(0.598) (0.000) (0.000) (0.000)

Volt −0.4151 0.3699 0.1614 0.3439
(0.042) (0.055) (0.365) (0.080)

LobDUM 5.1411 2.1823 2.4886 2.0207
(0.000) (0.000) (0.000) (0.003)

Adjusted R2 0.3116 0.4797 0.4890 0.4976

Table 5 continued on next page.
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Table 5
Cross—Sectional Regressions

Panel B.
[1] [2] [3] [4]

Intercept 0.9789 −26.1516 −9.3749 −18.2522
(0.250) (0.000) (0.000) (0.000)

Price 0.0107 0.0018
(0.424) (0.874)

ln(Size) 1.3409 0.6280
(0.000) (0.026)

ln(TotAssets) 1.3433 0.8385
(0.000) (0.002)

D/E 0.0148 0.0642 −0.0140 0.0177
(0.793) (0.189) (0.772) (0.729)

Turn −0.2422 −12.2555 −11.5925 −13.1056
(0.894) (0.000) (0.000) (0.000)

Volt −0.3728 0.3567 0.1669 0.3208
(0.060) (0.058) (0.339) (0.095)

LobDUM

Connect 6.4682 3.2677 3.5179 3.0799
(0.000) (0.000) (0.000) (0.000)

Adjusted R2 0.3453 0.4967 0.5059 0.5128

Table 5 continued on next page.
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Table 5
Cross—Sectional Regressions

Panel C.
[1] [2] [3] [4]

Intercept 1.0745 −25.3724 −9.0205 −17.9907
(0.201) (0.000) (0.000) (0.000)

Price 0.0040 −0.0012
(0.768) (0.919)

ln(Size) 1.3014 0.6342
(0.000) (0.025)

ln(TotAssets) 1.2951 0.7946
(0.000) (0.004)

D/E 0.0237 0.0654 −0.0106 0.0236
(0.671) (0.180) (0.826) (0.646)

Turn 0.1353 −11.7948 −11.1124 −12.5374
(0.940) (0.000) (0.000) (0.000)

Volt −0.4119 0.3345 0.1453 0.2896
(0.036) (0.076) (0.407) (0.136)

LobDUM 0.9951 −0.3836 −0.0077 −0.2906
(0.377) (0.705) (0.994) (0.771)

Connect −0.1610 −0.5517 0.1159 −0.1935
(0.949) (0.805) (0.958) (0.931)

LobDUM × 6.1799 4.5147 3.7257 3.8880
Connect (0.014) (0.035) (0.067) (0.060)

Adjusted R2 0.3630 0.4998 0.5073 0.5139

The table reports the results from estimating the following equation using cross-sectional data from the sample
of 237 firms that received bailout dollars: TARPi = β0 + β1Pricei + β2 ln (Sizei) + β3 ln (TotAssetsi) +
β4D/E+ i+β5Turni+β6V olti+β7LobDUMi+β8Connecti+β9LobDUMi×Connecti+εi. The dependent
variable is the amount (in billions) received by firm i in TARP support Price, ln (Size), ln (TotAssets), D/E,
Turn, and V olt, which have each been defined previously. The dummy variable LobDUM equals one if firm
i has spent a positive amount on lobbying during the five years prior to receipt of the bailout dollars; zero
otherwise. The dummy variable Connect equals unity if firm i has political connections according to the
CRP; zero otherwise. The interaction variable is the produce of LobDUM and Connect. We report the OLS
estimates and P—values (in parentheses) obtained from White (1980) robust standard errors. Variance Inflation
Factors are well below four in columns [1] through [3], [5] through [7], and [9] through [11]. In columns [4], [8],
and [12], the unreported variance inflation factors for Size and TotAssets are approximately 10. Therefore,
we report a variety of versions of the model to show robustness to potential multicollinearity.
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