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Abstract

We examine the relationship between managerial incentives and firms’ human re-
source policies by combining Italian social security records with newly collected data
on board terms. We exploit the fact that boards of listed companies are appointed
every three years as a source of variation in directors’ and top executives’ horizons.
Our evidence shows that average wages cyclically decline in the last year of the board
term, as managers approach the end of their tenure, consistent with executives try-
ing to cut labor expenses and, hence, maximize profitability when they are up for
reappointment. By leveraging individual administrative data, we also show that in-
voluntary separations that occur close to the end of a board term lead to significantly
worse outcomes for workers compared to involuntary separations that occur at the
beginning of a board term; this result is driven by outsourcing events. These e↵ects
are not present in firms where managers are more likely to be entrenched, such as
family-managed firms.
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1 Introduction

An important feature of the relationship between managers and shareholders is that it is

dynamic. Managers make di↵erent decisions over time, depending, at least partly, on the

level of pressure from shareholders. Periods in which they start new projects and engage

in experimentation alternate with periods in which they are expected to “deliver results.”

Hence, managers will plan their decisions strategically, to reduce the risk of being replaced

because of investors’ dissatisfaction or hostile takeovers. For example, they may forsake

good investments to boost earnings in the short run, and so reduce firm value (Stein,

1989).

These actions can have profound consequences on employment and earnings trajectories

of workers, by potentially a↵ecting their compensation and job stability. In this paper we

explore the connection between managerial horizon and human resource policies, using the

Italian setting as a laboratory. In Italy, publicly listed firms usually elect board members,

who in turn appoint the top executives, for three-year terms. Because board members

are typically appointed all together, this generates cyclical and exogenous variation in

managerial horizon that can be exploited to analyze its e↵ects on personnel decisions.

Our tests are naturally inspired by theories of political business cycles (Nordhaus, 1975),

based on the idea that incumbent politicians attempt to improve economic outcomes right

before an election to maximize their chances of reelection.

We construct a new dataset by combining social security records of over 9 million

workers employed in Italian publicly listed firms with hand-collected information on firms’

board appointment dates, board composition, and ownership structure. We establish two

sets of results. First, we find that wage policies display a cyclical pattern throughout

these three-year terms, with earnings first rising and then declining in the last year of the

board term. This is consistent with managers cutting labor expenses to maximize firm

profitability due to stronger career-concern pressure. Second, we show that displacement

events have highly heterogeneous e↵ects, depending on when they occur. Workers experi-
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ence significantly lower earnings, up to five years after the event, when the displacement

events occur in the last year of a board term. Interestingly, this result is driven by out-

sourcing decisions, which we can precisely identify in our dataset. All these results are

much weaker, or absent, in family-managed firms, that is, firms in which one or more of

the top executives belong to the controlling family. Because in these firms top managers

are likely to be more entrenched, this is consistent with our career-concern hypothesis.

As mentioned above, in our setting a manager’s incentives are very similar to those

of a politician in o�ce. Every three years a shareholders’ meeting appoints a new board,

and each member of the previous board can be replaced or confirmed. The board then

appoints the top executives, including the CEO, although in practice decisions regarding

these roles are reached through agreements between the main shareholders. Of course,

executives’ chances of being reappointed crucially depend on meeting shareholders’ expec-

tations. This nonlinear relationship between performance and the manager’s payo↵ can

generate incentives for manipulation (Oyer, 1998), i.e., for maximizing profits toward the

end of the term. Managers may try to achieve this result by aggressively cutting labor

costs. This observation motivates our empirical tests.

We start by collecting information regarding board appointment dates for Italian listed

firms between 2001 and 2015 from a number or sources, ranging from financial reports to

newspaper articles. As shown in our preliminary tests, turnover of board members, as well

as that of top executives, tends to cluster in the last year of the board term. Moreover,

we also show that turnover of top executives toward the end of the board term tends to

be higher in firms with poor performance, as measured by their return-on-assets. Hence,

as they approach the end of their term, executives have strong incentives to improve their

performance in order to maximize their chance of being reappointed.

We make use of a large administrative database of Italian social security records.

This employer-employee matched dataset includes the entire career histories of millions of

individuals employed in a large sample of mid-sized and large Italian firms, and records
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wages, days worked, type of contract, and basic demographic information. Importantly,

while we focus only on publicly listed firms, we can observe the entire history of any

individual who is employed in one of the 238 firms in our sample even for a single day.

This allows us to track workers’ careers after separation from their original employers.

We establish several novel facts. First, we provide evidence that monthly wages peak

at the beginning of the second year of the three-year board term, and fall sharply in the

third year. On average, workers’ earnings drop by 48 basis points in the last year of the

term. To test whether managers compress wages due to pressure from shareholders, we

identify a group of firms where these incentives should not be present. Specifically, we

identify a set of firms where (i) a single family holds a controlling ownership stake, and (ii)

at least one of the top three executives of the firm belongs to the family.1 Intuitively, in

these firms the principal and the agent partially coincide, substantially weakening career-

concern pressure and, hence, incentives to boost profitability as the appointment of a

new board approaches. In these firms, we uncover no significant drop in average wages

in the last year of the board term. Conversely, earnings drop by 86 basis points in non-

family-managed firms, i.e., firms that are either not controlled by a single family, or are

controlled by a family but without any top executives belonging to it. In economic terms,

this corresponds to a drop of about 360 euros for each three-year board term (in 2010

euros).

We also show that the composition of the workforce tends to change as the last share-

holders’ meeting of the board term approaches, with fewer long-term, permanent, and

male workers being employed. In our data, these are the categories of workers who earn

higher wages. Thus, the reduction of their weight in the firm’s workforce implies, ceteris

paribus, a drop in labor costs.

We find that the drop in average compensation is not simply due to a composition

1The top three executives are President, Vice-president, and CEO. Unlike the US, in Italy the CEO
is not always the top decision maker. Thus, following Volpin (2002), we identify these three roles as top
executives.
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e↵ect, but is also due to a fall in wages of incumbent workers, given that our results

remain similar when we impose a one-year tenure restriction. In addition, we show that

the earnings distribution changes as the firm approaches the end of a board term, with

the drop in average wages being concentrated in the lowest percentiles of the earnings

distribution. As a result, we observe a rise in within-firm inequality, as measured both by

the Gini coe�cient, which increases by 16 basis points, and by the di↵erence between the

95th and the 5th percentiles of the earnings distribution, which increases by 1.9%.

Next, we leverage our longitudinal data from social security records to fully characterize

the consequences of a board election from a worker’s perspective. Inspired by the evidence

on the change in the composition of the workforce, we analyze the long-run e↵ects of a

separation on workers’ careers, comparing workers who are displaced in the first two years

of the board term (control group) to those who are displaced in the last year (treated

group). An important feature of our dataset is the presence of information regarding the

reason for each separation. Hence, not only can we isolate workers who are involuntarily

separated, as opposed to workers who resigned or whose contract expired; we can also

explore whether results di↵er depending on the cause of the layo↵.

The labor market might judge separations occurring in the last year of the board

term as due primarily to managerial career concerns, without drawing implications re-

garding displaced workers’ skills. In this case, such workers should experience better

post-displacement outcomes, in terms of earnings, relative to those separated in the first

two years of the term. However, we find that workers displaced in the last year of a

board term experience significantly worse outcomes in the long run. We then distinguish

across events by cause of separation. While we find no di↵erences across workers displaced

due to layo↵, we detect a strong gap in post-displacement earnings across workers who

separate due to outsourcing. Interestingly, workers who are outsourced in the first two

years of the board term (i.e., our “control group”) su↵er only negligible earnings losses.

Thus, managers appear to engage in particularly disruptive outsourcing decisions only

4



when under strong pressure from shareholders, such as when the appointment of a new

board is approaching. Indeed, we show that the firms of destination of the outsourced

workers are characterized by lower wage premia, as measured by their “firm fixed e↵ects”

(Abowd et al., 1999), when the displacement event occurs in the third year of the board

term. Consistent with previous work (Bertrand and Mullainathan, 2003), managers are

more willing to adopt a confrontational approach with the workforce when under threat

of being replaced. Again, none of these results are present when firms have executives

belonging to the controlling family, reinforcing our career concern hypothesis.

Overall, our paper improves our understanding of the relation between managerial

incentives and corporate human resource policies. The consequences for employees of these

time-varying managerial incentives can be substantial, long-lasting, and heterogeneous.

Related Literature. Theoretical work has shown how managerial short-termism can

induce suboptimal decisions. Stein (1989) shows that managers may prefer to maximize

short-term earnings over pursuing projects that could maximize firm value in the long run

in the context of a simple signal-jamming model (Holmström, 1999). Importantly, this

ine�ciency arises whenever managers put some weight on firm value in the short run (for

example, because of takeover pressure or stock-based compensation) even when investors

are rational and fully understand the e↵ects of managerial incentives.

On the empirical side, Edmans et al. (2017) show that corporate investment and R&D

expenditure are negatively related to the amount of stock and stock options scheduled

to vest in a given quarter. This evidence can be interpreted as causal, as stock-based

grants are typically issued several years in advance. In a setting more similar to ours,

Fos et al. (2017) show that directors’ e↵ort appears to increase as their reelection date

approaches, as measured for example by CEO turnover-performance sensitivity. Cziraki

and Groen-Xu (2017) present related evidence by collecting information on fixed-term

contracts for CEOs of US corporations. They find that when contracts are close to expi-

ration volatility declines, suggesting that when the risk of being dismissed is higher CEOs
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are reluctant to engage in risky projects, even if value-maximizing. Exploiting analogous

variation, González-Uribe and Groen-Xu (2017) find a negative link between CEO horizon

and innovative activity, the typical long-term investment. They show that, as the expi-

ration of the CEO’s contract approaches, the number and quality of patents applied for

and subsequently granted declines. Weisbach et al. (2016) find evidence consistent with a

“CEO investment cycle”: when a new CEO is appointed investment initially declines and

then rises again with her tenure. Conversely, CEOs disinvest early in their tenures, selling

assets that their predecessors established and were unwilling to give up on.

Extensive empirical work has also looked at how shareholders’ pressure a↵ects man-

agers’ attitude toward workers. Bertrand and Mullainathan (2003) study the e↵ects of

“antitakeover laws” passed across several US states between the mid-1980s and the early

1990s, which partially insulated CEOs from takeover pressure. They find evidence con-

trary to the view of CEOs as empire-builders; instead, they show that CEOs appear to

prefer enjoying the “quiet life” by raising wages of white-collar workers and reducing both

plant disruption and creation.

Other papers examine more directly the relationship between workers’ earnings and

shareholder pressure. Using Swedish social security data, Cronqvist et al. (2009) show

that more entrenched managers, as measured by their voting rights, tend to pay higher

wages. Brav et al. (2015) show that wages stagnate in firms that are subject to hedge

fund intervention, using data from the U.S. Census Bureau. Liskovich (2016), however,

studying the passage of shareholder-sponsored proposals to declassify the board of directors

(a measure likely to improve governance), finds that workers’ earnings fall on average, but

due to a pure composition e↵ect, with managers tilting the workforce composition more

toward less-skilled employees. This is partially in contrast to our evidence, where we

find that the drop in average wages is not only due to a composition e↵ect but also to a

within-worker reduction in wages.

This paper is also related to a vast literature that has quantified the role of firm-
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specific wage policies in explaining wage inequality (Card et al., 2013; Song et al., 2019).

For example, Kline et al. (2019) show that when a firm is awarded a patent, the extra

rents generated by the patent are not shared equally across di↵erent employees within the

firm.

Recent empirical work has also analyzed how managers and directors a↵ect firm’s

productivity and performance. Baltrunaite et al. (2021a), Baltrunaite et al. (2021b) and

Baltrunaite and Karmaziene (2020) focus specifically on the Italian context.

Finally, we contribute to a growing debate on the e↵ects of outsourcing practices on

workers’ wages (Dube and Kaplan, 2010; Katz and Krueger, 2019). The empirical evidence

is still limited, primarily due to di�culties in identifying outsourcing events from employer-

employee matched datasets. Most recently, Goldschmidt and Schmieder (2017) show that

workers subject to outsourcing events su↵er large wage losses in a sample of German

manufacturing plants. In this paper, we show that such episodes tend to be especially

costly for workers when they occur in the last year of a board term. This is in line with

the hypothesis that outsourcing practices driven by shareholders’ pressure (Weil, 2014)

may be particularly disruptive for workers.

The rest of the paper is structured as follows. Section 2 presents the institutional

setting and the data. Sections 3 and 4 present the firm-level and the worker-level evidence,

respectively. Section 5 concludes.

2 Institutional Setting and Data

2.1 Institutional Setting

Most Italian listed corporations adopt a two-tier, or traditional system, where the share-

holders’ meeting appoints a board of directors that includes both executive and non-
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executive (including independent) directors and an audit committee.2 As in other conti-

nental European jurisdictions, unlike in the US, the balance of power between shareholders,

especially blockholders, and the board is tilted in favor of the former (Enriques and Volpin,

2007). Indeed, shareholders’ meetings have much broader powers in Europe than in the

US (Enriques, 2002).

Shareholders’ meetings can be either “ordinary” or “extraordinary.” Extraordinary

meetings are convened for nonrecurring events, such as mergers, equity issuances, or

amendments to the corporate chart. In ordinary meetings, which we focus on, share-

holders approve financial reports, appoint or revoke board members, and determine their

compensation, among other tasks. The board of directors then appoints the executive

directors, including the CEO, as well as the president and the vice-president, who may

have similar, or even broader, executive powers than the CEO (Volpin, 2002). This is,

however, a formality. In practice, the top executives are typically chosen through agree-

ments between the largest shareholders and the board of directors merely ratifies their

decisions (Melis, 2000).

Ordinary meetings must occur at least once a year, within 120 days of the the fiscal

year-end, but this deadline can be prorated to 180 days for conglomerate firms. The law

establishes specific rules regarding the appointment of members of the board of directors.

More specifically, Article 283 of the Civil Code states: “Directors shall not be appointed for

a period longer than three fiscal years, and shall step down on the date of the shareholders’

meeting convened for the approval of the financial statement related to the last financial

year of their appointment.” Unless the corporate charter specifies otherwise, there are no

term limits, and so every board member can always be reappointed.

In practice, in the vast majority of firms board members are appointed all together for

2Two other governance systems are allowed, although less commonly used. (As of 2018, each one is
adopted by just two listed firms.) In the two-tier vertical (or dualistic) system, of German inspiration,
the shareholders’ meeting appoints the supervisory board, which, in turn, elects the management board.
In the one-tier system, which follows the Anglo-Saxon model, the shareholders’ meeting appoints only
the board of directors. In what follows, by “board” we mean the board of directors in the traditional and
one-tier systems, and the management board in the dualistic system.
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the maximum length, namely, three years. Exceptions are quite rare.3 In our sample, only

one firm, which we exclude from the sample, opted for a staggered board. Even if most

boards have a three-year horizon, firms may occasionally opt for shorter term lengths.

The reasons for these deviations from the standard practice are typically explicitly stated

in the financial reports.4

Other exceptions arise when boards are reappointed earlier than originally planned

because all the board members resign.5 This may occur for example if the firm is the

target of an acquisition, if there are significant changes in the ownership structure, or if

the company is subject to reorganization due to an inability to meet financial obligations

(similarly to the Chapter 11 procedure in the U.S. system).

As Table 1 shows, restrictions on the maximum length of directors’ terms are common

across jurisdictions.6 Many countries have governance codes that recommend, for publicly

listed corporations, terms shorter than those prescribed by the law. This is the case

in Belgium and France, where the law prescribes maximum terms of six years, but the

governance code recommends a maximum of four years. A number of countries, such as

the United Kingdom and Canada, have one-year limits. The United States is the most

studied case in the Corporate Finance literature. Terms last one year, unless the board is

staggered, in which case the maximum is three years (Fos et al., 2017). In this case, only

one-third of the board members are up for reelection every year.

For the purposes of our analysis, what matters is the companies’ common practice with

regard to term length and whether the board is staggered. Countries with arrangements

3Corporate law experts we spoke with suggested that, because listed companies are required to elect
their board members through a fairly cumbersome procedure (called voto di lista), having more frequent
appointments would increase administrative costs. However, they added that the main reason is likely to
be just tradition.

4Board short-termism may be imposed for example, to synchronize board appointments across firms
belonging to the same group.

5Some corporate charters also include a clause commonly known as simul stabunt simul cadent, which
requires a new board to be appointed as soon as a single member resigns.

6Maximum director terms and governance code recommendations are from OECD (2021). Common
practices with regard to directors’ terms and staggering of appointments are collected from several sources,
listed in Appendix Table A1.
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very similar to Italy are Germany, Austria (both with five-year terms), and Portugal

(with four-year terms). These countries (i) adopt multi-year terms, and (ii) the directors’

appointments are generally not staggered.7 The first characteristic allows us to identify

potential “cyclicalities” in corporate policies, for example in compensation practices or

firm performance. The second characteristic implies that all the board members have the

same horizon, which makes it possible to detect their incentives and preferences directly

from corporate outcomes. In terms of external validity, the empirical findings of this paper

are likely to be directly applicable to these countries as well.

Spain, Belgium, and France have multi-year terms as well, but they are usually stag-

gered. Given that, at any point in time, board members may have di↵erent preferences and

levels of pressure (i.e., some of them are close to the expiration of the term, whereas some

have just been appointed), mapping those to firm outcomes would not be straightforward.

Of course, that does not imply that the same incentives we uncover here will not play

a role in other corporate contexts as well. For example, Fos et al. (2017) show that the

average “years-to-election,” i.e., the average director proximity to elections in staggered

boards, is a strong predictor of CEO turnover-performance sensitivity, suggesting that, in

the US context, directors’ horizon matters as well in determining the level of pressure on

the management.

2.2 Data on Boards and Shareholders’ Meetings

Our empirical analysis is based on a novel linkage of several databases, which provides us

with panel data on shareholders’ meetings, composition and election of boards, and firm-

and worker-level outcomes derived from Italian social security records.

We build a hand-collected dataset of shareholders’ meetings dates drawn from several

sources. We obtain from Compustat Global, a dataset managed by Standard & Poor’s,

a list of all the companies listed on the Milan Stock Exchange between 2001 and 2015.

7Boards in which appointments are not staggered are sometimes called “unitary boards” (Fos et al.,
2017).
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For each company-fiscal year, we then obtain the dates of the shareholders’ meeting called

for the approval of the annual financial report. Details regarding the data collection and

the sources (corporate websites, the O�cial Gazette, the web archives of Borsa Italiana

and Euroborsa, and newspapers articles) are in Appendix A.2. We keep, for each firm,

only the fiscal years in which the firm has been listed. We are able to recover dates of

shareholders’ meetings for 60.1% of the firm-years in Compustat Global, or 2,805 out of

4,666 observations. The match rate increases in more recent years, as it gets easier to

collect information on board terms and shareholder meetings on corporate websites, but

we do not see obvious reasons for why this selection may bias our inferences.

As a matter of practice, shareholders’ meetings tend to occur close to the deadline.

Given that most firms have December as the fiscal-year end and that they have 120 days

to schedule the meeting, most of them occur in April: 2,235 out of 2,805. In Figure 1, we

show the fraction of firm boards that expire at the end of each year. If we exclude the year

2001, where our sample includes only 78 firms, there is no apparent clustering of renewals

in one year or another, with the fraction of boards set to expire in every year ranging

between 24% and 39%. Importantly, all our regressions control for time fixed e↵ects,

ruling out the possibility that macroeconomic factors may be a↵ect the interpretation of

the results.

We also collect and hand-match information on board and shareholders’ composition

from the website of CONSOB, the authority responsible for the regulation of the Italian

stock market. Data on board members allow us to test whether turnover of both board

members and top executives is concentrated around board appointments. Moreover, we

construct a proxy for entrenchment by identifying firms in which at least one of the top

three executives belongs to the controlling family.8

8This is not straightforward partly because, of course, family members do not necessarily share the
same last name, and partly because many director shareholders do not own their shares personally, but
through trusts or holding companies (Enriques, 2002). To minimize the risk of omission, we read through
financial reports and collect information about managers, as well as firms’ blockholders, from newspapers’
archives.
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2.3 Evidence on Board Members’ Turnover

In principle, board members can leave the company at any point in time. Hence, as a

starting point, it is useful to test whether directors’ turnover is concentrated in the third

year of each term. Because most of the key strategic decisions are delegated to the top

three decision makers, we also test whether such an association holds when we restrict the

analysis to the CEO, president, and vice-president who, in Italian companies, are the key

executives (Volpin, 2002). Our data on board composition are from CONSOB, and are

released every June and December; hence, our time unit is a semester.

We proceed as follows. Let Nf,t be the number of board members of firm f at time

(semester) t, and let Tf,t be the number of members working for the company at time t

but not at time t+1. Our turnover measure is simply given by T over N . Figure 2 plots,

in blue, the average turnover for each of the six semesters of the board term, both for the

full board and for the top executives. For the full board, average turnover is 3.86% in

semesters 1 through 5, but it jumps to 21.1% in semester 6. The respective figures for the

top executives are 4% and 15.5%.

As we emphasize in Section 3.3, our results are driven by firms that either (i) have

dispersed ownership or (ii) are family firms (meaning that a family owns a large ownership

stake) but do not have family members among the top executives. Intuitively, in these

firms the “principal” (the shareholders) and the “agent” (the top executives) are distinct,

making career concerns more pressing. When we distinguish between family managed

(light blue bars) and non-family managed (dark blue bars), we find that there is a much

more pronounced spike in the turnover rate for the latter. Specifically, in semester 6

turnover jumps to 15.9% for family managed firms and to 28.6% for non-family managed

firms. The turnover rates among the top three executives in the last semester of the board

term are 11.9% and 21%, respectively.

To run a formal test, we estimate the following model:
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Tf,t

Nf,t
= �BoardAppointmentf,t + �t + ⌘f + "f,t (1)

where Board Appointment is a dummy equal to 1 if the company board is in the final (6th)

semester of its term, and ⌘f and �t are vectors of firm and time dummies, respectively.

Table 2 confirms that much of the board members’ turnover is indeed concentrated in

the final year of the term, and that this finding is independent of time and firm invariant

characteristics. In column 1, we find that the fraction of board members who leave the

company in a board appointment semester rises by 17%, relative to a sample average, in

non-appointment semesters, equal to 3.9%. The coe�cient is smaller in family managed

firms (0.13) than in non-family managed firms (0.23), as can be seen by comparing columns

2 and 3. When we look at the top three executives, we obtain similar results. The

coe�cient � is equal to 0.12, three times the average in non-appointment semesters (4%).

Again, the coe�cient is much smaller in family managed firms (0.09) than in non-family

managed firms (0.16), as shown in columns 5 and 6.

2.4 Matched Employer-Employee Data

Worker-level outcomes are drawn from the Italian social security institute, “INPS”. Our

dataset has been obtained as the merge between INPS’s matched employer-employee data

and the “INVIND” survey run by the Bank of Italy. The INVIND survey oversamples

large firms, which guarantees substantial coverage for the employees of the publicly listed

firms included in our sample.9 The dataset – henceforth labelled as INPS-INVIND –

provides the complete employment histories of all individuals who at one point in their

career between 1990 and 2016 worked in a firm covered by “INVIND”.

For each job spell in a given year our social security data provides information on a

number of variables, such as the number of months in which the worker was employed,

9Initially, the survey was representative of manufacturing firms with 50 or more employees. Starting in
1999, more industrial sectors were added (e.g., the energy sector). In 2001 also firms with 20–49 employees
were included and in 2002 service firms were added to INVIND (Bank of Italy, 2008).
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total gross earnings, total number of days worked, employment contract (temporary vs.

permanent), an indicator for full time jobs, etc. Regarding the worker, we have basic

demographic information such as birth year, gender, and nationality.

Regarding the firm, we have additional information on monthly employment, wage

bills across di↵erent occupations (blue collar, white collar, managerial, apprenticeship),

date of establishment, etc. Importantly, for incorporated firms we also have the national

tax identifier (codice fiscale), which we use to link the information described in Section

2.2 with the matched employer-employee data.

Overall, we have information on approximately 130 million spell-year observations, cor-

responding to a total of 9 million individuals. According to our own estimates based on the

universe of Italian social security records,10 in INPS-INVIND we are able to recover infor-

mation on roughly 85% of the population of individuals employed in a listed firm. Using the

detailed spell-level information contained in INVIND, we derive a month-year-individual

panel that contains information on key worker-level outcomes such as employment and

earnings. We next describe how we leverage this monthly panel to conduct our empirical

analysis.

Our final dataset is the intersection of our hand-collected data on shareholders’ meet-

ings dates, INPS-INVIND, and Compustat Global, and includes 53.3% of the firm-years

in Compustat Global (i.e. 2,487 out of 4,666 observations, which correspond to 238 out

of 484 unique firms). The median matched firm has 578.79 million in 2010 euros, versus

360.67 for the non-matched one. Mean assets, which are more sensitive to outliers, are

however, lower for matched firms (84,662 versus 316,213 million euros). As discussed in

Section 2.2, the less-than-full coverage depends primarily on the availability of information

on shareholder meetings and board terms, especially for less recent observations.

10We thank Edoardo di Porto at the VisitINPS program for allowing us to calculate the total number
of individuals employed by listed firms over 1998–2015.
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3 Firm-Level Evidence

3.1 Econometric Design

To test whether wage policies set by top executives vary as a new board appointment

approaches, we estimate the following baseline econometric model:

log (Earnings)ft = �Last Y earft + ✓f + �t + "ft. (2)

where f indexes firms, t indexes month-years, and ✓ and � are firm and time fixed e↵ects,

respectively. The dependent variable is the average monthly wage paid to firm workers,

and our main regressor of interest is Last Y ear, a dummy equal to 1 if the firm is in the

third year of its board term and zero otherwise. Notice that this definition implies that

we are not inferring whether the firm is in its last year of the board term ex post ; for

example, if the expected board term is three years but it unexpectedly ends after only

two years, the dummy will be set to zero throughout the term. The model is estimated

through weighted least squares, using as weight the total firm employment.

To gauge more information regarding the dynamics of wages over the board term, we

also estimate the following model:

log (Earnings)ft =
12X

j=2

�j (Quarterft = j) + ✓f + �t + "ft. (3)

In this equation, we estimate a coe�cient for each quarter of a firm’s board term, starting

from the second and ending with the twelfth. We hypothesize lower values of the �

coe�cients as the firm approaches the end of its term, i.e., for high values of j.

3.2 Firm Level Data: Summary Statistics

We are able to match to social security data 97% of the listed firms that had regular

elections of their board between 2001 and 2015. Table 3 shows summary statistics for the
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28,941 firm-month observations in our sample. Earnings are in 2010 euros.

The average firm employs 835 workers. This figure likely underestimates the actual

number of workers employed at the firms in our sample for two reasons. First, we do not

observe workers employed outside Italy. Second, we match the fiscal identifier of the parent

company. Employees working for subsidiaries, and thus employed in the same business

group but associated with a di↵erent firm identifier, are not included in our sample.

The average worker earns about e3,255 monthly. There is a substantial gender gap,

with men earning almost e800 more than female employees (e3,582 versus e2,796). Larger

di↵erences arise between part-time and full-time workers (e1,858 versus e3,340). In line

with previous evidence (Daruich et al., 2017), permanent workers (that is, workers with

open-ended contracts) also earn significantly more than workers with temporary contracts

(e3,335 versus e2,150). The firms in our sample are substantially more likely to employ

men, as the average share of female employees is 0.36. The fractions of part-time work-

ers and temporary workers are relatively small, 0.05 and 0.07, respectively, on average.

Appendix-Table A2 reports summary statistics split depending on whether at least one of

the top three executives belongs to the controlling family. We find that family-managed

firms are, on average, smaller and pay lower wages, but are comparable to non-family man-

aged firms in terms of workforce composition (share of female, part time, and temporary

workers).

3.3 Board Terms and Average Wages

In Table 4 we test our hypothesis that average compensation falls toward the end of a

board term by estimating equation (2). The coe�cient of interest is multiplied by 100;

thus, it can be interpreted as telling by how many percentage points monthly earnings

change in the third year of a board term. Column 1 shows that workers’ earnings fall on

average by about 0.48% when top executives are in the final year of their appointment.

The coe�cient is significant at the 1% level (standard error = 0.17).
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Figure 3 plots the coe�cients and confidence intervals obtained by estimating equation

(3), together with confidence intervals. The coe�cients give rise to an inverted U-shaped

relationship between the number of quarters since the board appointment and average

wages. Wages are somewhat flat at the beginning of the term, rise to their peak in the

first quarter of the second year, and fall sharply in the third year, reaching the minimum

in the last two quarters of the term.

Our hypothesis is that, in line with models of political business cycles, managers try to

compress workers’ wages, as they approach the expiration of their term in order to boost

earnings and thereby improve the odds of them being reappointed. A corollary of this

story is that the same cyclicality in the behavior of wages is unlikely in firms where career

concerns do not play a major role in managerial decisions, such as those where managers

are entrenched.

To provide evidence in favor of this hypothesis we take advantage of the ownership and

board composition data made public by CONSOB with semiannual frequency.11 We follow

Volpin (2002) and split firms into four groups depending on their controlling owners: the

government, a foreign company, a group of banks, and a family. Family firms are those

where a single individual or family controls more than 20% of the voting rights. (If more

than one subject satisfies the requirement, the controlling owner is the family or individual

with the largest stake.) Within this group of firms, the degree of entrenchment crucially

depends on the identity of the executives. For example, Denis and Denis (1995) show

that in most US family firms the CEO belongs to the controlling family, and that the

size of the stake owned by top executives is inversely related to the turnover probability.

We manually check whether any of the top executives are related to any of the main

shareholders and define “family-managed” firms as those where at least one of the top

three executives belongs to the controlling family. “Non-family-managed” firms are all

11Publicly listed firms must disclose the lists of board members, auditors, and “significant” shareholders
every year on June 30 and December 31. (Throughout our sample period, the disclosure requirement
for significant ownership stakes was 2% of the voting rights.) This information is available at https:
//www.consob.it/web/area-pubblica/quotate?viewId=export_quotate.
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the others. The two groups include 1,419 and 1,068 firm-years, respectively.12

Given that in family-managed firms controlling shareholders and top decision-makers

partly coincide, we expect career-concern pressure to be much lower. In column 2 of Table

4 we reestimate our model on this subsample of firms. As expected, the coe�cient on

the Last Year dummy becomes close to zero and insignificant. When we reestimate our

model on the subsample of non-family-managed firms, in column 3, we find a much larger

e↵ect: the coe�cient almost doubles relative to the baseline estimate of column 1, and is

now equal to �0.86, significant at the 1% level. Given that the average monthly earnings

in this subsample are equal to e3,492, the coe�cient implies a drop in monthly earnings

equal to e30, which adds up to about e360 over 12 months.

A simple extrapolation exercise can help interpret how reducing labor costs can improve

standard performance measures. For the non-family managed firms that report total labor

costs,13 the ratio of labor expenses to total assets or shareholders equity are 13.2% and

31.1%, respectively. Thus, the point estimate from column 3 of Table 4, 0.86, implies

that the reduction in earnings that occurs in the last year of the board term leads to

improvements in return on assets (ROA) and return on equity (ROE) equal to 11.4 and

26.9 basis points, respectively. These are meaningful magnitudes, especially considering

that, over the course of our sample period, average ROA and ROE were slightly negative

for non-family managed firms (–0.35% and –0.90%, respectively).

Panels A and B of Figure 4 confirm these findings and show that, while in the subsample

of family-managed firms no clear relationship between time-to-term expiration and average

wages emerges, there is a clear strong drop in average earnings toward the end of the

board term, with all the coe�cients associated with the last four quarters of the term

12We lose 306 firm-years (2,180 observations) corresponding to firms that we cannot classify with cer-
tainty. These instances occur when a company is controlled by another company or trustee for which we
cannot retrieve the ultimate owners on when we can neither establish nor exclude the presence of family
links between controlling shareholders and managers.

13We use the Compustat variable “Sta↵ Expense - Total.” Notice that we do not use the total wage
bill from our INPS-INVIND dataset as it does not necessarily include the entire workforce of the firm.
For example, workers employed abroad will not be included. We are implicitly assuming that for these
workers there is an analogous e↵ect on earnings.
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being negative. Wages are instead generally flat during the first half of the board term.

Panel B of Figure 4 also shows that the decline in earnings appears to be more pro-

nounced in the last quarter of year 2 and in the first three quarters of year 3; they appear

to show, instead, a small recovery in the last quarter of the board term. This is precisely

what our hypothesis implies. Given that financial statements are filed with a delay relative

to the fiscal year end, the earnings produced in the last quarter of a board term will not

be attributed to the incumbent board.14

3.4 Workforce Composition

In this section we exploit the detailed information available in our dataset and ask whether

managerial incentives a↵ect also the composition of the workforce. This analysis is useful

to understand the cyclical behavior of average workers’ earnings. Intuitively, to reduce

total wage expenses managers may tilt the composition of the workforce toward a higher

fraction of low-income workers.

We start, in column 1 of Table 5, by regressing on a Last Year dummy the percentage of

men employed in the firm. As seen in the descriptive statistics of Table 3, and discussed in

Section 3.2, men tend to earn significantly higher wages; hence, reducing their weight in the

workforce can lead to a reduction in total wage expenses. We find that the fraction of male

workers drops by 0.25%, although the coe�cient is only marginally statistically significant.

As in the previous section, we again split firms according to whether they employ any top

executives belonging to the controlling family. In column 2, which includes family-managed

firms, we find a positive but insignificant coe�cient of negligible magnitude. Conversely, in

column 3, which includes non-family-managed firms, the coe�cient of interest is negative,

14To see that, suppose that a firm’s fiscal year ends in December and that its board is appointed in
April, 2005, meaning that quarter 1 of year 1 runs from May, 2005 to July, 2005. The last quarter of the
board term runs therefore from February, 2008, to April, 2008. The incumbent board is responsible for the
filing of the financial statements for the last fiscal year, which ends on December 31, 2007. This implies
that the earnings produced in the last quarter of the board terms will not be included in the last financial
statements filed by the incumbent board, and cannot possibly be used to evaluate its performance. As
such, the incentives to compress costs are reduced.
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larger in magnitude (�0.44), and statistically significant at the 1% level.

An advantage of our administrative records is that we can identify not only the gender

of a worker, but also the type of contract he or she has. As shown in Table 3, the type of

contract strongly predicts workers’ earnings, with full-time workers earning significantly

more than part-time workers. Similarly, permanent (i.e., open-ended) contracts are asso-

ciated with significantly higher wages compare to short-term contracts. Thanks to this

information, we can compute, at any point in time, the percentage of the total workforce

associated with any given type of contract.

In columns 4 and 7 we do find evidence of a drop in the percentage of full-time and

permanent-contract workers. However, in either case the coe�cient on the Last Year

dummy is not statistically significant. As before, we split firms depending on whether

they have top executives belonging to the controlling family. As expected, in non-family-

managed firms the coe�cient is now statistically significant, with values equal to �0.22

and �0.25, respectively (see columns 6 and 9). Conversely, coe�cients become small and

insignificant in family-managed firms (columns 5 and 8).

It is also natural to ask whether this change in workforce composition is related to a

change in its overall size. After all, executives could reduce the total wage bill also by

cutting the workforce. Conversely, a change in average wages could be compensated by an

increase in the total workforce, in such a way as to o↵set the e↵ect on total labor costs.

In Table 6, where we use as the dependent variable the log change in total employment,

we find a negative coe�cient on the Last Year dummy. (As in the previous section,

coe�cients are multiplied by 100.) Although the magnitude, �0.43, is not negligible, the

e↵ect is noisily estimated. When splitting the sample, we find a much more pronounced

negative e↵ect in non-family-managed firms (coe�cient equal to �0.86) relative to family-

managed firms but, again, we are unable to reject the null hypothesis of zero e↵ect.
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3.5 Evidence on Incumbents and Within-Firm Inequality

There are two ways in which managers can reduce average workers’ compensation. First,

managers may change the worker composition, tilting it toward workers with lower average

wages. As shown in the previous section, this is indeed the case: the fractions of male,

part-time, and permanent workers all decrease, reducing, ceteris paribus, the total wage

bill.

A second way to decrease labor costs consists in reducing (or avoiding increasing) wages

for incumbent workers. A simple way to test for this channel is to reestimate our baseline

empirical model by imposing a tenure restriction. In Table 7 we compute firm-level average

wages by restricting the sample to workers that, in a given month, have at least twelve

months of employment with the firm. We estimate regression coe�cients that are very

similar to those of Table 4, with a significant drop in average earnings in the last year of the

board term, roughly 66 basis points. Again, this result is driven by non-family-managed

firms: in this subsample wages drop by 1% (significant at the 1% level). As before, we find

a smaller (–0.52) and insignificant e↵ect in family-managed firms, although the contrast

between the two groups is now less stark. These results are partially in contrast with

Liskovich (2016), who finds that stronger governance induces a drop in average earnings

that is mainly induced by a composition e↵ect.

Our results do not have obvious implications for within-firm inequality, which depends

on how the e↵ects on wages are distributed across workers. Specifically, if the drop in

compensation impacts primarily workers who are, at the beginning of the term, near the

higher end of the earnings distribution, we should see a decrease in within-firm inequality.

Conversely, if managers compress wages of low-income workers, who may be in a weaker

bargaining position, we should see an increase in inequality.

Similarly, the evidence of an increase in the fraction of low-earnings workers, presented

in Section 3.4, does not result in clear-cut predictions regarding within-firm inequality.

To fix ideas, suppose that there are three groups of workers, with low, medium, and high
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earnings. Intuitively, if the increase in the fraction of low-earnings workers is compensated

by a drop in the fraction of high-earnings workers, the within-firm earnings distribution

will be more compressed in board renewal years. In contrast, if it is the fraction of medium-

earnings workers that falls, the distribution will turn out to be more dispersed, and induce

an increase in within-firm inequality. Thus, whether inequality widens or decreases its the

CEO appointment decision is approached is an empirical question.

To analyze this question, in Table 8 we examine how the earnings distribution varies

over the board term. We go back to the firm-level design, but replace the dependent

variable with the logarithm of di↵erent percentiles of the earnings distribution. Specifically,

we regress on a Last Year dummy the logarithm of the 5th, 10th, 25th, 50th, 75th, and 95th

percentiles of the within-firm earnings distribution. These results are reported in columns

1 through 6. We find that the drop in average earnings is not uniform across quantiles

of the earnings distribution: wages at the 5th and 10th percentiles experience large drops,

equal to 2.16% and 1.3%, respectively. There is a marginally statistically significant e↵ect

at the 25th percentile, and no evidence of a significant e↵ect at higher quantiles of the

earnings distribution.

As a result, within-firm earnings inequality increases. In column 7 we find that the

log-di↵erence between earnings at the 95th and 5th percentiles increase by 1.9%. As an

alternative measure of inequality, we use as the dependent variable the firm-level Gini

coe�cient. As expected, it also rises, by about 16 basis points. Consistent with this

evidence, Figure 5 indicates an increase in within-firm inequality toward the end of the

board term.15 To sum up, recent papers have documented the evolution of within-firm

earnings inequality (e.g., Song et al., 2019). Most of these studies, however, tend to be

silent about the factors driving the changes to the pay structure within the firm. Here we

document that fixed-term boards appear to be associated with rising within-firm earnings

15In unreported tests, we find that these results are driven by non-family-managed firms. For example,
in the Gini coe�cient regressions, in this subsample the coe�cient on the Last Year dummy is equal to
0.32 (standard error= 0.107), but it is small and insignificant in the family-managed firms (0.07, standard
error= 0.089).
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heterogeneity.

3.6 Firm Outcomes

Given the evidence from Sections 3.3, 3.4, and 3.5, it is natural to ask whether managers

are ultimately successful in boosting firm performance. After all, what shareholders are

interested in is not the wage bill per se but, rather, total firm profits.

In Table 9, we regress firm return-on-assets (ROA) on firm and year fixed e↵ects, and

on a Last Year dummy equal to 1 in the last year of a board term. ROA is defined, as in

Section 2.3, as net income divided by total assets, and is expressed in percentage points.

While there is, indeed, a positive association between the board appointment dummy

and firm ROA, the coe�cient is not significant (see column 1). In columns 2 and 3 we

split the sample depending on whether any of the top executives belong to the controlling

family. While we do not detect a significant change in performance for family-managed

firms, in firms with no family executives we observe an 84 basis point increase in ROA in

the last year of a board term, significant at the 1% level.16 This is economically meaningful:

the mean ROA and standard deviations in this subsample of firms are �0.32% and 7.91%,

respectively. In columns 4 through 6 we perform the same exercise by using weighted least

squares, for consistency with the firm-level evidence on average wages. The results are

similar, with a coe�cient significant only in the non-family-managed firms, and equal to

0.65.17

16A potential explanation for this finding is that newly elected boards determine objectives that they
try to realize at the end of their terms. Under this interpretation, there should be no obvious reason for
why our results should hold only in family managed firms, which is instead a natural implication of our
proposed career concern explanation.

17In unreported tests, we have also examined whether board term expiration also leads to the com-
pression of other types of costs, beside labor expenses. We replace the dependent variable with the
COGS-to-Sales ratio (i.e., the ratio of the cost of good sold over revenues) and find that, in the weighted
regressions, it drops by 4.2% in the last year of a board term for non-family managed firms (results are
however insignificant in the unweighted regressions). Unfortunately, comparing the magnitudes of our
results in COGS and on wages is not straightforward, as COGS already in part account for labor costs.
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4 Worker-Level Evidence

4.1 Econometric Design and Descriptive Statistics

Having established that average earnings within the firm drop significantly in the last

year of tenure of the board, we now turn to the question of how the cyclical variation in

board reappointments might a↵ect a worker’s overall career. Specifically, we ask whether

displacement during the last year of the board, and thus possibly as a result of the man-

ager’s short-termism, induces fundamentally di↵erent earnings trajectories relative to the

counterfactual case of displacement in “normal” times (i.e., during the first two years of

the board).

Previous research has shown that shareholder pressure leads to a “tougher” attitude

of managers toward the workforce (Bertrand and Mullainathan, 2003; Brav et al., 2015;

Cronqvist et al., 2009). This may have important implications with regard to the hetero-

geneity of the displacement e↵ects. On the one hand, separations occurring in the last year

of a board term may be perceived by the labor market as being relatively uninformative

regarding workers’ skills, as they are more likely to be induced by career concerns, rather

than dissatisfaction with workers’ e↵ort or abilities. At the same time, displacements that

are likely to lead to more negative consequences for workers are precisely those that may

disrupt social relations with employees and cause protests or strikes. Because of this,

managers may postpone such decisions when they have higher e↵ect on their chances of

being reappointed, namely when close to a board term end.

Our worker-level analysis includes all the workers that were involuntarily separated

from a publicly listed firm between 2005 and 2015 and our unit of observation is a worker-

year.18 We include all the workers who are employed by a firm in our sample at the

beginning of a board term but are displaced at some point during the same term. The

18Starting from 2005, we can distinguish between voluntary and involuntary separations. Typical rea-
sons for an involuntary separation include expiration of a temporary employment contract, mass layo↵
(fired for objective reasons), individual termination (fired for subjective reasons) and domestic outsourcing
events.
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sample of treated workers includes all the individuals that are separated from the baseline

firm in the last year of the board term. Conversely, the control group includes all the

workers who are separated at any other point in time (that is, during the first two years).

We then estimate the following event-study regression à la Jacobson et al. (1993) with

heterogeneous displacement e↵ects:

Earningsit = ↵i + �t +
5X

k=�4

(Rk
it ⇥ Treatedi)✓k +

5X

k=�4

Rk
it�k +X>

it � + "it (4)

where Earningsit represents total labor market earnings earned by worker i in year t;

Rk
it ⌘ 1{t = t⇤i +k} is a vector of event time dummies where t⇤i is the year of displacement

of individual i; Treatedi is a dummy equal to 1 if worker i is involuntarily separated in

the last year of the board term; ↵i and �t correspond to vectors of worker and time fixed

e↵ects, respectively; and "it is an error term.

Our interest lies in the coe�cients ✓k, which capture the di↵erent earnings trajectories

of workers displaced in the last year of the board compared to workers displaced in the

first two years of the board.

Table 10 displays descriptive statistics for the worker-level analysis, split between work-

ers displaced in the last year (“treated” group) and workers displaced in the first two years

(“control” group) of a board term. Treated and control groups are comparable in terms of

average earnings in the month before the separation (3,068 and 3,025 euros, respectively)

and age (45 and 46 years old). Treated workers are, however, more likely to be females

relative to control workers (0.32 and 0.26, respectively) and have, on average, lower tenure

(6.2 and 7.7 years). This already suggests that workers separated in the last year of a

board term may be in a somewhat weaker bargaining position, which could a↵ect not only

the ease with which they can be displaced but also their post-displacement outcomes.

Appendix-Table A3 displays summary statistics by distinguishing between family-

managed and non-family managed firms. Workers in the latter set of firms display signif-
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icantly higher earnings, with a gap of over 1,000 euros. this di↵erence is at least in part

explained by the fact that family-managed firms are characterized by a younger workforce

and make significantly more use of part-time contracts. There is a stark di↵erence in the

fraction of workers separated due to outsourcing. For workers separated in the first two

years of the board term, outsourcing event make for 56% of the separations for non-family

managed firm workers, as opposed to 34% for family-managed firm workers. This fraction

jumps to 68% for non-family-managed firms and drops to 24% for family-managed firms.

These di↵erences show why it is important to control for the underlying di↵erences in the

types of separations, which we do by conducting separate event studies for firings and

outsourcing events.

4.2 Results

Figure 6 shows coe�cients obtained after estimating equation (4). In these tests, the

omitted dummy is R�4
it , that is, our baseline year corresponds to four years prior to the

displacement event. We display event-study coe�cients for the control group and the

treated group, that is, the vectors �k and �k + ✓k, respectively. We also report 95%

confidence intervals, computed by clustering standard errors at the worker level, as is

typically done in the displacement literature (e.g., Schmieder et al., 2020).

For both groups we find large and permanent earnings losses, ranging between 6 and 8

thousand euros five years after the event. Trends in earnings between workers in the treated

and control groups (in blue and red, respectively) are quite similar in the years leading to

the displacement event, but a large gap appears immediately after the separation (time

0). We report key coe�cients of interest, ✓0 and ✓5, from this event-study design in Table

11. The first gives the di↵erence between treated and control workers in the short-run; the

latter is informative as to whether the long-run e↵ect of a displacement varies. Treated

workers see a 1,015 euros larger drop in earnings in the year of displacement. There is no

evidence of mean reversion, with the gap increasing in year 5 to e1,527. Both estimates
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are highly statistically significant.

As discussed above, an advantage of our dataset is that we can exploit the detailed

information available regarding the reason for the separation. In Figure 7 we include only

the workers who separate from the original employer due to outsourcing. The reason for

focusing on this group of workers is that, as shown in Table 10, in our data outsourcing

events are the most common cause of separation, amounting to 57% of the separations in

the treated group and 50% in the control group.

We find dramatic di↵erences in post-displacement outcomes. Displaced workers in the

control group experience relatively moderate earnings losses after the separation. Con-

versely, displaced workers in the treated group su↵er large losses. Relative to the control

group, large and statistically significant di↵erences emerge of 2,473 euros and 3,079 euros

in year 0 and year 5 following the displacement event, respectively (see column 2 of Table

11).

In Figure 8, we plot coe�cients for the subsample where we include displacement events

unrelated to outsourcing. Two main takeaways emerge from this plot. First, the drop in

earnings in this subsample is much more dramatic for both groups of workers, reaching

over 10 thousand euros one year after the event and over 7 thousand euros 5 years after the

event, and is of the same order of magnitude as in previous studies (Jacobson et al., 1993).

Second, the two coe�cients for both groups are virtually indistinguishable from each

other, both before and after the displacement event. While treated workers do experience

slightly worse post-displacement outcomes, the di↵erence at t = 0 is economically small

(708 euros). The gap remains similar five years after the event (946 euros) and is no longer

statistically significant.

To summarize, there is a significant di↵erence in the post-displacement e↵ects, depend-

ing on whether the separation occurs in the last year of the board term or not, which is fully

driven by outsourcing events. A way to rationalize this finding is that, while outsourcing

events do lead to earnings losses for the average worker (consistent with Goldschmidt and
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Schmieder, 2017), there is significant heterogeneity in their long-run e↵ects. Indeed, we

find evidence of fairly small earnings losses for workers in the control group. However,

when under strong pressure from shareholders, managers may be more determined to be

“tough” on workers and engage in such practices even when they will lead to large losses

for the workers. More broadly, this evidence lends support to the hypothesis that share-

holder pressure may have contributed to the emergence of outsourcing practices and the

associated worsening of labor conditions (Weil, 2014).

As in Sections 3.3, 3.4, and 3.5, we also distinguish between workers employed by

(and subsequently separated from) family-managed and non-family-managed firms. By

inspecting Panel A of Figure 9, we observe large earnings losses associated with family

firms engaging in outsourcing events, well over 10,000 euros 5 years after the event, relative

to t = �4; notice, however, that a declining trend is apparent prior to the displacement

as well. While these findings may be surprising, notice that, unconditionally, outsourcing

events are much less common in family-managed firms than in non-family-managed firms

(66,279 and 364,150, respectively); thus, these results are likely to reflect a small sample of

selected and unrepresentative events. More importantly for our purposes, the di↵erences

in post-displacement e↵ects between treated and control workers are economically small

and become insignificant five years after the event (see column 4 of Table 11). Conversely,

when we restrict attention to workers in non-family-managed firms, the di↵erences in

post-displacement earnings between treated and control workers are over 4,000 euros (see

column 5 of Table 11). Indeed, as Panel B of Figure 9 shows, workers outsourced in the

first two year of the board term in this sample of firms experience no earnings losses.

Heterogeneity in earnings losses following outsourcing can be due to pre-existing work-

ers’ quality but also to di↵erences in the quality of employers. Specifically, workers out-

sourced in the last year of a board term may be systematically be directed towards firms

paying lower wages. We can test for this hypothesis because, thanks to our large employer-

employee dataset, we can compute individual “firm fixed e↵ects” and estimate the firm-
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specific component of workers’ compensation. Specifically, we compute two-way fixed

e↵ects (at the firm and worker level) following the classic procedure developed by Abowd

et al. (1999) (“AKM”). Then, we estimate 4 using, as dependent variable, the destination

firm AKM fixed e↵ect. As Panel A of Figure 11 shows, workers outsourced in the last

year of the board term are employed by firms with substantially lower quality, a result

that echoes the findings in Goldschmidt and Schmieder (2017). Conversely, when looking

at Panel B (non-family firms), we find coe�cients that exhibit large fluctuations but do

not depict a clear picture.

Finally, Panels A and B of Figure 10 display event-study evidence separately for workers

of both subgroups. While displacement e↵ects appear larger for workers of non-family-

managed firms, the di↵erence between treated and control workers appears economically

small and, five years after the event, statistically insignificant for both subsamples (see

columns 6 and 7 of Table 11). Thus, the large di↵erences in post-displacement e↵ects are

fully driven by outsourcing events in the group of non-family-managed firms.

5 Conclusion

In this paper we established several novel facts regarding the relationship between direc-

tors, and executives’ horizon and their policies. We provided evidence of a hump-shaped

relationship between the time left before the appointment of a new board, and hence

managerial horizon, and average wages. Specifically, while workers’ earnings rise mildly

halfway into the executives’ term, which in Italy typically last three years, they drop as

managers approach their reappointment vote. Such e↵ects are robust to the inclusion of

worker fixed e↵ects, and are absent when managers belong to the controlling family and

hence are entrenched. We also show that these managerial incentives have distributional

e↵ects. Within-firm earnings inequality widens; moreover, the composition of the work-

force shifts toward a higher fraction of female, part-time, and temporary workers, who
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earn on average lower wages.

When we move to the worker-level evidence, we find that workers displaced in the last

year of the board term experience significantly worse post-separation outcomes, in terms

of earnings, as opposed to those who are displaced earlier. We also find that this di↵erence

arises uniquely when conditioning on outsourcing as the reason for the separation. We

argued that a likely explanation is that outsourcing decisions that could lead to potentially

disruptive consequences for workers are more likely to be made when managers are under

strong pressure from shareholders, and avoided otherwise, due to a preference for good

relationships with employees.

This analysis could be extended in several directions. First, and more obviously, our

design could be employed in other jurisdictions where boards have similar regulations in

terms of maximum appointment lengths for board members. A cross-country analysis

may also lead to an increase in statistical power, which would be especially beneficial

when examining outcomes observed with annual frequency, such as the investment rate.

More broadly, in our analysis we have refrained from making normative statements.

Strong shareholder pressure around the time of board appointments, and the consequent

confrontational approach of managers toward the workforce, may lead to value-maximizing

behavior (Bertrand and Mullainathan, 2003). Conversely, the boost in profitability may

come at the cost of firm value, due to an excessive focus on short-term earnings. In future

work it would be interesting to sort out between these two alternatives, and to estimate an

“optimal” term length for managers, which could possibly be heterogeneous across firms.
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6 Figures

Figure 1

Board Terms Expiration by Year

The histogram plots, for each year, the fraction of firms whose board appointment is
set to expire.

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
0

0.2

0.4

Year

Figure 2

Board Members Turnover and Board Terms

The histogram plots the average turnover of board members for each of the six
semesters of a board term. Turnover in a given semester is defined as the fraction
of board members present in the previous semester but not in the current one.
This measure is computed both for all the board members (Panel A) and for just
the top three executives (Panel B). This measure is computed both for all the
board members (Panel A) and for just the top three executives (Panel B). The
blue bars (on the left) plot averages computed using all the firms in the sample.
The light blue bars (in the middle) plot averages computed using only firms where
at least one of the top executives belongs to the controlling family. The dark blue
bars (on the right) plot averages computed using all the other firms.
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Figure 3

Earnings over the Board Term

Figure 3 presents coe�cients, together with 95% confidence intervals, obtained from es-
timating equation (3). Coe�cients are multiplied by 100. The tick Yt-Qk on the x-axis
indicates that the coe�cient corresponds to year t and quarter k of the board term.
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Figure 4

Earnings over the Board Term:

Family vs Non-Family-Managed Firms

Panels A and B of Figure 4 present coe�cients, together with 95%
confidence intervals, obtained from estimating equation (3) over the
sample of firms that have at least one of the top executives belonging
to the controlling family (Panel A) or over all the other firms (Panel
B). Coe�cients are multiplied by 100. The tick Yt-Qk on the x-axis
indicates that the coe�cient corresponds to year t and quarter k of
the board term.
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Figure 5

Within-Firm-Earnings Inequality

Figure 5 presents coe�cients, together with 95% confidence intervals, obtained from estimat-
ing equation (3) with the Gini coe�cient as dependent variable. Coe�cients are multiplied
by 100. The tick Yt-Qk on the x-axis indicates that the coe�cient corresponds to year t
and quarter k of the board term.
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Figure 6

Displacement E↵ect on Earnings

Figure 6 plots the event-study coe�cients from equation (4). The red and blue lines plot
the coe�cients, with 95% confidence intervals, for individuals separated in the first two
years and in the last year of a board term, respectively.
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Figure 7

Displacement E↵ect on Earnings: Outsourcing Events

Figure 7 plots event-study coe�cients from equation (4). The red and blue lines plot the
coe�cients, with 95% confidence intervals, for individuals separated in the first two years
and in the last year of a board term, respectively. The sample is restricted to outsourcing
events.
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Figure 8

Displacement E↵ects on Earnings: Layo↵s

Figure 8 plots event-study coe�cients from equation (4). The red and blue lines plot the
coe�cients, with 95% confidence intervals, for individuals separated in the first two years
and in the last year of a board term, respectively. The sample is restricted to displacement
events unrelated to outsourcing.
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Figure 9

Displacement E↵ects on Earnings: Outsourcing Events:

Family vs Non-Family-Managed Firms

Panels A and B of Figure 9 plots event-study coe�cients from equation (4).
The red and blue lines plot the coe�cients, with 95% confidence intervals,
for individuals separated in the first two years and in the last year of a board
term, respectively. The sample is restricted to outsourcing events. Panel
A includes firms where at least one of the top executives belongs to the
controlling family; Panel B includes all the other firms.
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Figure 10

E↵ects of Displacement E↵ects Unrelated to Outsourcing on Earnings:

Family vs Non-Family-Managed Firms

Panels A and B of Figure 10 plots event-study coe�cients from equation (4).
The red and blue lines plot the coe�cients, with 95% confidence intervals, for
individuals separated in the first two years and in the last year of a board term,
respectively. The sample is restricted to events unrelated to outsourcing.
Panel A includes firms where at least one of the top executives belongs to the
controlling family; Panel B includes all the other firms.
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Figure 11

Firm Fixed E↵ects in Outsourcing Events:

Family vs Non-Family-Managed Firms

Panels A and B of Figure 10 plots event-study coe�cients from equation (4).
The red and blue lines plot the coe�cients, with 95% confidence intervals, for
individuals separated in the first two years and in the last year of a board term,
respectively. The sample is restricted to outsourcing events. The dependent
variable is an AKM firm fixed e↵ect. Panel A includes firms where at least
one of the top executives belongs to the controlling family; Panel B includes
all the other firms.
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7 Tables

Table 1

Board Directors’ Terms: Selected Countries

Table 1 reports, for selected countries, the maximum term for board members of publicly
listed firms, either as established by the law or by a governance code recommendation.
We also report the typical length of a board term and whether it is customary to have
staggered boards. Sources are reported in Appendix Table A1.

Country
Common

Practice

Governance

Code

Recommen-

dation

Legal Limit

Staggered

Boards –

Common

Practice

Austria 5 – 5 No
Australia 3 – 3 Yes
Belgium 4 4 6 Yes
Canada 1 1 – –
Denmark 1 1 4 No
Finland 1 1 1 No
France 3 or 4 4 6 Yes
Germany 5 – 5 No
Ireland 1 1 – No
Italy 3 – 3 No
Netherlands 2 or 4 4 – Yes
Norway 1 1 2 No
Portugal 4 – 4 No
Russia 1 – 1 –
Spain 4 – 4 Yes
Sweden 1 – 1 –
Switzerland 1 1 1 –
United Kingdom 1 1 – –
United States 1 or 3 – 1 or 3 No
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Table 2

Board Members Turnover and Board Terms

Table 2 has regressions where the dependent variable is the fraction of board members employed in
the current semester but not employed by the same firm in the following semester. In columns 1
through 3 we compute this ratio considering all board members; in columns 4 through 6 we restrict
attention to the top executives (CEO, president, and vice-president). Columns 1 and 4 include the
full sample; columns 2 and 5 include only firms where at least one of the top executives belongs to
the controlling family; columns 3 and 6 include all the other firms. Board appointment is a dummy
equal to 1 in the final semester of the board term, and zero otherwise. All regressions include firm
and year-semester fixed e↵ects. Standard errors, in parentheses, are clustered at the firm level. ***,
**, and * indicate statistical di↵erence from zero at the 1%, 5%, and 10% levels of significance,
respectively.

Dependent Variable: Turnover of...

All Board Members
z }| {

Top 3 Executives
z }| {

Sample: All
/w Fam.

Ex.
/w no

Fam. Ex.
All

/w Fam.
Ex.

/w no
Fam. Ex.

(1) (2) (3) (4) (5) (6)

Board Appointment 0.170*** 0.130*** 0.229*** 0.115*** 0.085*** 0.159***
(0.010) (0.009) (0.019) (0.012) (0.014) (0.023)

Observations 4,186 2,385 1,679 4,186 2,385 1,679
R2 0.326 0.324 0.351 0.134 0.141 0.158
Firm FE X X X X X X
Year-Semester FE X X X X X X

45



Table 3

Summary Statistics: Firm-Level Data

Table 3 shows summary statistics for the firm-level data from the INPS-INVIND dataset.
The sample comprises observations at the firm-month level for 238 firms listed in the
Italian public stock exchange. Earnings are reported in euros and deflated using the 2010
CPI. The total number of firm-month-year observations is equal to 28,941.

Mean 10th p. Median 90th p. St. Dev.

# Employees 849.45 5.00 164.00 1,355.00 3,775.51
Earnings 3,266.99 2,203.86 3,134.64 4,444.18 870.22
Earnings (Females) 2,796.38 1,824.13 2,724.41 3,793.97 811.28
Earnings (Males) 3,582.09 2,470.64 3,385.92 4,984.32 946.49
Earnings (Part Time) 1,858.38 1,232.74 1,755.03 2,530.87 604.18
Earnings (Full Time) 3,340.66 2,286.08 3,208.49 4,497.87 852.10
Earnings (Permanent) 3,334.89 2,271.20 3,223.73 4,489.36 857.45
Earnings (Temporary) 2,150.45 1,486.39 2,000.07 2,932.58 733.00
Share Female Empl. 0.36 0.09 0.35 0.63 0.21
Share Part Time Empl. 0.05 0.00 0.03 0.12 0.09
Share Temp. Empl. 0.07 0.00 0.03 0.17 0.11

46



Table 4

Board Terms and Earnings

Table 4 presents regressions where the dependent variable is the loga-
rithm of average monthly earnings, measured at the firm-year-month
level. Last Year is a dummy equal to 1 in the third year after the
board appointment. Column 1 includes the full sample. Column 2
includes only firms where at least one of the top executives belongs to
the controlling family; column 3 includes all the other firms. All the
regressions include firm and year-month fixed e↵ects and observations
are weighted by firm employment. All the coe�cients are multiplied
by 100. Standard errors are clustered at the firm level. ***, **, and *
indicate statistical di↵erence from zero at the 1%, 5%, and 10% levels
of significance, respectively.

Baseline
/w Family

Ex.
/w no

Family Ex.
(1) (2) (3)

Last Year -0.480*** -0.049 -0.864***
(0.168) (0.118) (0.276)

Observations 28,940 15,464 11,526
R2 0.958 0.954 0.949
Firm FE X X X
Year-Month FE X X X
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Table 5

Workforce Composition

In Table 5, the dependent variables are the percentage of male workers (columns 1–3), the percentage of full-time workers (columns
4–6), and the percentage of workers with a permanent contract (columns 7–9). Columns 1, 4, and 7 use the full sample; columns 2,
5, and 8 include only firms where at least one of the top executives belongs to the controlling family; columns 3, 6, and 9 include all
the other firms. Last Year is a dummy equal to 1 in the third year of a board term. All the regressions include firm and year-month
fixed e↵ects and observations are weighted by total firm employment. All the coe�cients are multiplied by 100. Standard errors
are clustered at the firm level. ***, **, and * indicate statistical di↵erence from zero at the 1%, 5%, and 10% levels of significance,
respectively.

Dependent Variable: Percentage of...

Males
z }| {

Full Time
z }| {

Permanent
z }| {

Sample: All
/w Fam.

Ex.
/w no

Fam. Ex.
All

/w Fam.
Ex.

/w no
Fam. Ex.

All
/w Fam.

Ex.
/w no

Fam. Ex.
(1) (2) (3) (4) (5) (6) (7) (8) (9)

Last Year -0.253* 0.078 -0.435*** -0.062 0.080 -0.216** -0.041 0.150 -0.249***
(0.131) (0.082) (0.164) (0.082) (0.079) (0.102) (0.097) (0.115) (0.090)

Observations 28,940 15,464 11,526 28,940 15,464 11,526 28,940 15,464 11,526
R2 0.968 0.977 0.946 0.982 0.989 0.902 0.821 0.804 0.691
Firm FE X X X X X X X X X
Y-M FE X X X X X X X X X
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Table 6

Changes in Total Workforce

Table 6 presents regressions where the dependent variable is the log
change of total employment measured at the firm level. Last Year is
a dummy equal to 1 in the third year of the board term. Column 1
includes the full sample. Column 2 includes only firms where at least
one of the top executives belongs to the controlling family; column 3
includes all the other firms. All the regressions include firm and year-
month fixed e↵ects and observations are weighted by firm employment.
All the coe�cients are multiplied by 100. Standard errors are clustered
at the firm level. ***, **, and * indicate statistical di↵erence from zero
at the 1%, 5%, and 10% levels of significance, respectively.

Baseline
/w Family

Ex.
/w no

Family Ex.
(1) (2) (3)

Last Year -0.431 0.266 -0.862
(0.448) (0.163) (0.862)

Observations 29,680 15,804 11,716
R2 0.079 0.067 0.142
Firm FE X X X
Year-Month FE X X X
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Table 7

E↵ect of Board Terms on Earnings: Incumbents

Table 7 presents regressions where the dependent variable is the logarithm of average monthly earn-
ings, measured at the firm-year-month level. Averages are computed considering only workers with
at least twelve months of tenure in the firm. Last Year is a dummy equal to 1 in the third year after
the board appointment. Column 1 includes the full sample. Column 2 includes only firms where
at least one of the top executives belongs to the controlling family; column 3 includes all the other
firms. All the regressions include firm and year-month fixed e↵ects and observations are weighted
by firm employment. All the coe�cients are multiplied by 100. Standard errors are clustered at the
firm level. ***, **, and * indicate statistical di↵erence from zero at the 1%, 5%, and 10% levels of
significance, respectively.

Baseline /w Family Ex. /w no Family Ex.
(1) (2) (3)

Last Year -0.660** -0.519 -0.995***
(0.267) (0.333) (0.376)

Observations 26,853 14,585 10,685
R2 0.912 0.909 0.863
Firm FE X X X
Year-Month FE X X X

Table 8

Within-Firm Inequality

Table 8 presents regressions where the dependent variables are the logarithms of di↵erent percentiles
of monthly earnings, measured at the firm-level (columns 1 through 7), the di↵erence in log-earnings
between the 95th and 5th percentiles (column 7), and the Gini coe�cient (column 8). Last Year is a
dummy equal to 1 in the third year of a board term. All regressions include worker and year-month
fixed e↵ects and observations are weighted by firm employment. All the coe�cients are multiplied by
100. Standard errors are clustered at the firm level. ***, **, and * indicate statistical di↵erence from
zero at the 1%, 5%, and 10% levels of significance, respectively.

Earnings Perc.: 5 10 25 50 75 95 95� 5 Gini
(1) (2) (3) (4) (5) (6) (7) (8)

Last Year -2.159***-1.302***-0.495* -0.300 -0.073 -0.238 1.922** 0.164**
(0.831) (0.487) (0.255) (0.331) (0.227) (0.217) (0.807) (0.078)

Observations 28,940 28,940 28,940 28,940 28,940 28,940 28,940 28,940
R2 0.826 0.870 0.896 0.908 0.929 0.913 0.692 0.835
Firm FE X X X X X X X X
Year-Month FE X X X X X X X X
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Table 9

Firm Performance

Table 9 presents regressions where the dependent variable is return on assets, defined as net income
divided by lagged total assets multiplied by 100. Last Year is a dummy equal to 1 in the third year
of a board term. Columns 1 and 4 include the full sample. Columns 2 and 5 include only firms where
at least one of the top executives belongs to the controlling family. Columns 3 and 6 include all the
other firms. All regressions include firm and year fixed e↵ects. In columns 1 through 3 observations
are unweighted; in columns 4 through 6 they are weighted by the average number of employees over
the year. Standard errors are clustered at the firm level. ***, **, and * indicate statistical di↵erence
from zero at the 1%, 5%, and 10% levels of significance, respectively.

Baseline
/w Family

Ex.
/w no

Family Ex.
Baseline

/w Family
Ex.

/w no
Family Ex.

(1) (2) (3) (4) (5) (6)

Last Year 0.209 -0.142 0.836*** 0.268 -0.315 0.647***
(0.194) (0.225) (0.316) (0.187) (0.205) (0.178)

Observations 3,009 1,495 1,133 2,899 1,470 1,090
R2 0.538 0.597 0.593 0.595 0.640 0.644

Firm FE X X X X X X

Year FE X X X X X X
Weight Equal Equal Equal Empl. Empl. Empl.
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Table 10

Summary Statistics: Worker-Level Data

Table 10 presents descriptive statistics for the worker-level data. Column 1
includes workers separated from the original employer in the last year of a
board term (treated group). Column 2 includes workers separated from the
original employer in the first two year of a board term (control group).

Separated in Last
Year of the Board

Term

Separated in First
Two Years of the

Board Term

Monthly Earnings 3,067.97 3,025.45
Age 45.28 45.80

Female 0.32 0.26
Temporary Contract 0.09 0.12
Permanent Contract 0.91 0.88
Full Time 0.89 0.92
Tenure 6.21 7.67
Family Managed Firm 0.26 0.29

Fired for Objective Reason 0.11 0.11
End of Temporary Contract 0.10 0.12
Outsourcing 0.57 0.50
Other Reason 0.23 0.28

Number of Workers 21,782 27,309
Number of Firms 165 175
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Table 11

Displacement E↵ects: Selected Event-Study Coe�cients

Table 11 presents selected coe�cients obtained by estimating equation (4). We report the coe�cients ✓0 and ✓5, and associated standard
errors. Column 1 includes all displacement events; columns 2, 4, 5, 6, and 7 include only outsourcing events; columns 3, 8, and 9 include
displacements due to layo↵s. Columns 1, 2, and 3 include all the firms. Columns 4, 6, and 8 include only firms where at least one of the
top executives belongs to the controlling family. Columns 5, 7, and 9 include all the other firms. The dependent variable is yearly earnings,
except in columns 6 and 7, where it is a firm wage premium (that is, a “firm fixed e↵ect” computed following the methodology of Abowd
et al., 1999). Standard errors are clustered at the worker level. ***, **, and * indicate statistical di↵erence from zero at the 1%, 5%, and 10%
levels of significance, respectively.

Event: All Outsourcing Layo↵s
Outsourcing

z }| {
Layo↵s

z }| {
Original

Employers:
All All All

/w Fam.
Ex.

/w no
Fam. Ex.

/w Fam.
Ex.

/w no
Fam. Ex.

/w Fam.
Ex.

/w no
Fam. Ex.

(1) (2) (3) (4) (5) (6) (7) (8) (9)

t = 0 -1,015*** -2,473*** -708*** -968** -4,003*** -0.037*** -0.042*** -592* -673**
(119.9) (139.2) (196.2) (399.2) (153.3) (0.005) (0.002) (322.1) (272.9)

t = 5 -1,527*** -3,079*** -946* -829 -4,583*** -0.039*** -0.066*** -244 -1,506
(198) (216) (487) (613) (248) (0.006) (0.003) (550) (1,059)

Avg. Earn. / FE
t = �4

35,057 37,809 31,384 32,778 39,292 1.240 1.280 24,864 35,291

Observations 739,209 444,355 294,854 66,279 364,150 66,279 364,150 118,363 166,357
Worker FE X X X X X X X X X
Year FE X X X X X X X X X
Dept. Var. Earnings Earnings Earnings Earnings Earnings AKM FE AKM FE Earnings Earnings
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A Appendix

A.1 Corporate Governance Practices

Table A1 lists sources on corporate governance practices with regard to typical directors’
term length and staggering of appointments. The countries included are those with multi-
year maximum terms listed in Table 1 in the main text.

Table A1

Governance Practices for Selected Countries: Sources

Country Source

Australia Paul Kerin (2016). “Does the way we elect directors maximise shareholder

value? The majority voting system is in shareholders’ interests, but not

always for staggered boards.”

http://aicd.companydirectors.com.au/membership/

company-director-magazine/2016-back-editions/june/kerin

Austria Glass Lewis (2020). “Proxy Paper Guidelines: An Overview of the Glass

Lewis Approach to Proxy Advice: Austria (2020)”

https://www.glasslewis.com/wp-content/uploads/2017/04/

Guidelines_AUSTRIA.pdf

Belgium,

Finland,

State Street Global Advisors (2018). “Board Accountability in Europe: A

Review of Director Election Practices Across the Region”

Germany,

Netherlands,

Norway,

Spain,

Sweden,

Switzerland

https://www.ssga.com/investment-topics/

environmental-social-governance/2018/05/

board-accountability-in-europe-2018.pdf

Denmark Peter Lyck and Thomas Melchior Fischer (2020). “Denmark: Corporate

Governance Laws and Regulations (ICLG)”

https://iclg.com/practice-areas/

corporate-governance-laws-and-regulations/denmark

France Glass Lewis (2020). “Proxy Paper Guidelines: An Overview of the Glass

Lewis Approach to Proxy Advice: France (2020)”

https://www.glasslewis.com/wp-content/uploads/2017/01/

Guidelines_France.pdf

Continued on next page
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Table A1 – Continued from previous page

Country Source

Reid Feldman, Dana Anagnostou, Jean-Marc Desaché, and Antoine

Paszkiewicz (2019). “The Legal 500 & The In-House Lawyer – France:

Corporate Governance”

https://www.kramerlevin.com/images/content/4/8/v2/48943/

190222-The-Legal-500-Reid-Feldman-France-Corporate-Governance.

pdf

Portugal Sousa Machado, Ferreira da Costa e Associados (2018). “Corporate Law in

Portugal”

https://www.ilpabogados.com/en/corporate-law-in-portugal/

Paulo Olavo Cunha and Cristina Melo Miranda (2021). “The Corporate

Governance Review: Portugal”

https://thelawreviews.co.uk/title/

the-corporate-governance-review/portugal
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A.2 Shareholders’ Meetings Dates: Sources Description

To build our hand-collected dataset of shareholders’ meetings dates we use the following
sources, in this order:
(i) Corporate websites. Our starting point is websites of listed firms, which typically have
an “investors relations” section with notices of shareholders’ meetings. They are either
attached to financial reports, or made available as separate documents. Delisted firms
typically do not have active websites. Moreover, most companies report on their websites
documents only for the most recent fiscal years. This is our primary data source.
(ii) The O�cial Gazette, the o�cial journal of record of the Italian government. Notices of
ordinary shareholders’ meetings need to be made public between 15 and 30 days before the
actual meeting dates through advertisements either in national newspapers or the O�cial
Gazette. We download the archive of the gazette, which is fully digitized starting from
1998 and is available online, and search manually for company names (or their variations)
to collect information on their meeting dates.
(iii) The archives of financial documents made available on the websites of Borsa Italiana
and Euroborsa. The first is the o�cial website of the Italian Stock Exchange, while the
second is a privately managed website targeted at retail investors.
(iv) Newspapers articles. As a residual source, we search the web for newspaper articles
mentioning corporate shareholders’ meetings, primarily in the archives of the financial
newspapers “ItaliaOggi” and “Il Sole 24 Ore.”
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B Additional Descriptive Statistics

Table A2

Summary Statistics: Firm-Level Data

Family and Non-Family Managed Firms

Table 3 shows summary statistics for the firm-level data from the INPS-INVIND dataset.
The sample comprises observations at the firm-month level for 238 firms listed in the
Italian public stock exchange. Earnings are reported in euros and deflated using the 2010
CPI. Panel A includes only firms where at least one of the top executives belongs to the
controlling family; Panel B includes all the other firms. The total number of firm-month-
year observations are equal to 15,464 and 11,526, respectively.

Panel A. Family Managed Firms

Mean 10th p. Median 90th p. St. Dev.

# Employees 528.51 6.00 170.00 1,223.00 1,073.01
Earnings 3,121.36 2,139.07 2,975.08 4,294.35 844.06
Earnings (Females) 2,628.12 1,775.08 2,508.97 3,658.09 749.86
Earnings (Males) 3,430.71 2,407.90 3,232.59 4,813.97 926.48
Earnings (Part Time) 1,735.70 1,205.45 1,611.00 2,369.53 540.04
Earnings (Full Time) 3,181.86 2,220.36 3,027.90 4,350.42 831.53
Earnings (Permanent) 3,190.28 2,201.61 3,060.09 4,367.29 846.24
Earnings (Temporary) 2,050.15 1,473.51 1,940.53 2,724.14 582.42
Share Female Empl. 0.36 0.09 0.34 0.67 0.22
Share Part Time Empl. 0.05 0.00 0.03 0.11 0.09
Share Temp. Empl. 0.07 0.00 0.03 0.19 0.11

Panel B. Non-Family Managed Firms

Mean 10th p. Median 90th p. St. Dev.

# Employees 1,272.78 4.00 178.00 1,588.00 5,765.41
Earnings 3,490.88 2,549.08 3,418.78 4,629.17 837.65
Earnings (Females) 3,026.70 2,036.53 2,941.51 3,939.37 821.13
Earnings (Males) 3,794.01 2,708.36 3,703.28 5,117.40 926.96
Earnings (Part Time) 1,989.33 1,325.26 1,934.65 2,591.37 564.24
Earnings (Full Time) 3,568.05 2,631.68 3,529.02 4,682.54 816.44
Earnings (Permanent) 3,538.91 2,604.53 3,476.25 4,628.38 815.58
Earnings (Temporary) 2,311.94 1,538.13 2,097.58 3,243.66 906.58
Share Female Empl. 0.36 0.12 0.36 0.58 0.18
Share Part Time Empl. 0.05 0.00 0.03 0.12 0.07
Share Temp. Empl. 0.05 0.00 0.02 0.13 0.09
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Table A3

Summary Statistics: Worker-Level Data

Family vs Non-Family Firms

Table 10 presents descriptive statistics for the worker-level data. Column 1
includes workers separated from the original employer in the last year of a
board term (treated group). Column 2 includes workers separated from the
original employer in the first two year of a board term (control group).

Separated in Last
Year of the Board

Term

Separated in First
Two Years of the

Board Term

Family Managed

Monthly Earnings 2,292.78 2,422.71
Age 41.47 39.72

Female 0.37 0.37
Temporary Contract 0.26 0.32
Permanent Contract 0.74 0.67
Full Time 0.79 0.80
Tenure 5.95 5.93

Fired for Objective Reason 0.29 0.20
End of Temporary Contract 0.30 0.31
Outsourcing 0.24 0.34
Other Reason 0.17 0.14

Non-Family Managed

Monthly Earnings 3,541.89 3,346.43
Age 46.26 48.16

Female 0.31 0.22
Temporary Contract 0.03 0.04
Permanent Contract 0.97 0.96
Full Time 0.92 0.97
Tenure 6.02 8.21

Fired for Objective Reason 0.04 0.07
End of Temporary Contract 0.03 0.04
Outsourcing 0.68 0.56
Other Reason 0.25 0.33
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