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SEEKING CORPORATE LEGITIMACY IN TIMES OF WAR

Andriy Kovalenko, Toi Ohomai Institute of Technology

Contact information:

For further information, please contact Dr. Andriy Kovalenko, Toi Ohomai Institute of

Technology, Rotorua, New Zealand, Andriy.Kovalenko@toiohomai.ac.nz

Keywords:

corporate legitimacy, corporate communications, active and passive legitimation,

military conflict, content analysis.

Description:

This content analysis study compares active and passive legitimation strategies used by
American businesses to justify continuing operations in Russia following the 2022 invasion

of Ukraine.

EXTENDED ABSTRACT

Research Question

Following Russia’s invasion of Ukraine in 2022, hundreds of U.S. companies exited the
Russian market. Others continue to conduct business there despite a majority of Americans
opposing the invasion of Ukraine. Hence, justifying continuing business in Russia has
become difficult. Some of the businesses that are “stayers” seek to rationalize their actions

while others opt to be silent.

Corporate reports (e.g.,10-K and 10-Q) are very likely to mention the war in Ukraine among
risks and discuss possible measures for reducing its negative impact on operations. In

addition to mandatory reporting, some companies may also issue official statements about
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their operations in Russia. This approach can be considered as a proactive step for ensuring
corporate legitimacy, while mentioning the war in Ukraine only in corporate reports is
arguably a passive approach to legitimation. To better understand organizational approaches

to justifying ethically-questionable practices, this research explores:

1) how “stayer” organizations discuss their business in Russia, and
2) whether their messages differ depending on the type of legitimation used (active vs.

passive).

Method and Data

This study focuses on exploring and comparing organizational messages for which content
analysis is more appropriate than other methods. The Yale Chief Executive Leadership
Institute (CELI) developed and continuously updates the list of companies graded for the
completeness of withdrawal from Russia. At the time of writing, CELI had 28 U.S.
organizations in the “F” category of “defying demands for exit or reduction of activities”.

The text corpus included all available official statements about the stance of 28 U.S.
organizations in the “F” category on the war in Ukraine (press-releases, blog posts, and letters
to employees) and the information about risk factors in organizational performance reports
(10-K, 10-Q, and sustainability reports). Therefore, the dataset for the study represents a
census rather than a sample. Only data starting from February 24, 2022 (the beginning of the

full-scale war in Ukraine) to March 25, 2023 were considered.

Quialitative content analysis was conducted with the help of Leximancer, the exploratory
content analysis software package that supports analysis of textual data. Also, Leximancer

made it possible to compare what concepts (groups of words with similar meaning) and
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themes (higher-level concepts clustered together) were more important for organizations

using active and passive approach of legitimation.

Summary of Findings

Out of 28 companies studied, nine released official statements regarding their stance on the
war in Ukraine, 16 companies discussed risk factors involved in their operations in Russia in
corporate reports, while seven companies did not have any comments about their business in

Russia.

Companies using passive legitimation focused on reporting risks for their financial
performance in Russia. It is apparent that they view the war in Ukraine as a nuisance that
disrupted their profit generation. These corporates also tend to use tone-down words (e.g.,

“situation” instead of ““‘war”) that can be prompted by Russian partners.

“Stayers” adopting an active approach to legitimation made public statements about their
support of Ukrainians. At the same time, they defend their business in Russia by expressing
concerns about their employees and customers in a country that started the war. They see no

ethical dilemma in paying taxes to a warmonger while “praying for a peaceful resolution.”

Justifying the organization’s presence in Russia can be an effective preemptive measure for
achieving legitimacy, but it may also increase scrutiny by stakeholders. To avoid unwanted
scrutiny may be the reason why some “stayers” do not report on possible risks of doing

business in Russia.

Key Contributions
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Although there are multiple news reports about communication strategies used by U.S.
corporates remaining in Russia, this study is one of the first to provide systematic scholarly
analysis of what and how these corporates communicate to legitimize doing business-as-usual
in what is an ethically-questionable setting. The study identifies passive (including no
communication at all) and active approaches to legitimation employed by “stayers.”
Comparison of corporate communication strategies helps to uncover possible rationale for
their adoption. Most ““stayer” organizations claim adherence to high moral standards.
However, their perception of what is ethical was challenged by organizations like CELI and

the general public.

Pursuit of short-term financial objectives without due attention to broader ethical
considerations can have detrimental effects on corporate legitimacy U.S. corporates
conducting business with Russia may eventually suffer a loss of legitimacy. It was certainly

the experience of corporates that profited from the Nazi economy.

This suggests that corporate legitimacy can be enhanced by proactively adopting ethical

behavior in response to the Russian invasion of Ukraine.

References are available upon request.
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