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Internet Appendix  

for  

Trust and Shareholder Voting 

Simon Lesmeister, Peter Limbach, and Marc Goergen 

 
 

This internet appendix includes additional results that are briefly discussed in the main paper, but are not 

reported there for space reasons. The contents are as follows: 

 

Table IA.1 to Table IA.10: We re-estimate all regressions shown in Table 2 to Table 8 and 

Appendix B to Appendix D of this paper using standard errors clustered at the country level (instead of the 

firm level). The results are qualitatively similar. 

 

Table IA.11 to Table IA.18: To further mitigate concerns that our results might be driven by 

specific countries or unobserved country-specific heterogeneity, we limit our sample to European countries, 

or alternatively exclude Scandinavian countries, and re-estimate the regressions shown in Table 2 and Table 

3 of this paper. By focusing on Europe, our tests consider one geographic region with similar legislation 

pertaining to corporations and shareholder voting, comparable economies and economic policies, and a joint 

history. Hence, we reduce country-specific heterogeneity and exclude various countries that might drive our 

results. We exclude the Scandinavian countries to rule out that these high-trust countries drive our results. 

The results remain qualitatively unchanged. 

 

Table IA.19 to Table IA.20: We re-estimate the regressions shown in Table 4 and the regression 

shown in column (3) of Table 2 of this paper using total management compensation as well as the fraction 

of cash compensation to total management compensation and cash compensation, respectively, as the 

dependent variable. We re-estimate these regressions to alleviate concerns that our findings, particularly 

those for future firm performance, are driven by an unobserved relation between trust and management 

compensation, which might affect managerial incentives. Following Correa and Lel (2016), we retrieve 

cross-country data on management compensation from Capital IQ. Our results suggest that trust does not 

exhibit a significant relation with management compensation. 
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Table IA.1: Trust and votes cast  
This table reports the results from OLS regressions of % Votes cast on Trust (which is the trust level of the country where the firm 

has its headquarters), firm characteristics, ownership characteristics, and country characteristics. % Votes cast is the average 

percentage of votes cast at a given shareholder meeting. Trust is the proportion of people agreeing that ‘most people can be trusted’ 

against the alternative that ‘you can’t be too careful in dealing with people’. All regressions include a constant (not reported). All 

variables are defined in Appendix A. Robust t-statistics (in parentheses) are based on standard errors clustered by country. All 

specifications include year- and industry-fixed effects. The large investor type dummies are bank, corporation, family, government, 

institutional shareholder and management. Legal origins are English, French, and German. ***, **, * denote statistical significance 

at the 1%, 5% and 10% level, respectively. 
 

Dep. variables: % Votes cast 

 (1) (2) (3) (4) 

     

Trust -41.765*** -35.605*** -31.091** -41.747*** 

 (-11.36) (-9.16) (-2.20) (-4.41) 

3-year avg ROE  3.510*** 3.261*** 3.183*** 

  (3.96) (6.68) (7.54) 

Firm age  0.039 0.026 0.027 

  (1.55) (0.95) (1.13) 

Leverage  -1.885 -2.251** -0.792 

  (-1.67) (-2.20) (-0.75) 

Ln(market cap)  1.517*** 2.189*** 2.286*** 

  (2.73) (8.00) (10.10) 

MTB  0.001 0.002 0.001 

  (0.72) (0.38) (0.16) 

Special meeting  -4.731*** -3.774*** -3.317*** 

  (-4.31) (-4.38) (-4.63) 

Stock return  -1.147*** -0.785** -0.692* 

  (-3.51) (-2.19) (-1.99) 

% free float  -0.256*** -0.244*** -0.261*** 

  (-9.74) (-7.88) (-12.05) 

% shares foreign investors  0.109* 0.108* 0.107* 

  (1.91) (1.85) (1.71) 

% shares institutional investors  -0.243*** -0.285*** -0.279*** 

  (-2.73) (-3.20) (-3.10) 

% shares largest investor  0.004 0.036 0.031 

  (0.10) (1.08) (1.07) 

Herfindahl Top 10 investors  0.001*** 0.001** 0.001** 

  (3.15) (2.60) (2.34) 

Djankov ADRI   3.319 -3.268* 

   (1.44) (-1.92) 

Djankov ASDI   11.228 -5.467 

   (0.74) (-0.70) 

GDP per capita   0.000 0.000* 

   (0.82) (1.74) 

Market cap/GDP   -0.011 0.007 

   (-1.58) (1.07) 

Rule of law   -1.839 5.566** 

   (-0.48) (2.31) 

Sub-continent FE No No No Yes 

Djankov legal origin dummies No No Yes Yes 

Largest investor type dummies No Yes Yes Yes 

Year FE Yes Yes Yes Yes 

Industry FE Yes Yes Yes Yes 

Observations 20,716 14,085 13,383 13,383 

Adjusted R-squared 0.219 0.406 0.431 0.455 
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Table IA.2: Trust and management “for” votes  
This table reports the results from OLS regressions of % Mgmt. “for” votes on Trust (which is the trust level of the country where 

the firm has its headquarters), firm characteristics, ownership characteristics, and country characteristics. % Mgmt. “for” votes is 

the average percentage of votes cast in support of management-initiated proposals at a given shareholder meeting. Dissent is an 

indicator variable, which equals one if the variable % Mgmt. “for” votes takes a value in the first quartile of its distribution. Trust 

is the proportion of people agreeing that ‘most people can be trusted’ against the alternative that ‘you can’t be too careful in dealing 

with people’. All regressions include a constant (not reported). All variables are defined in Appendix A. Robust t-statistics (in 

parentheses) are based on standard errors clustered by country. All specifications include year- and industry-fixed effects. The large 

investor type dummies are bank, corporation, family, government, institutional shareholder and management. Legal origins are 

English, French, and German. ***, **, * denote statistical significance at the 1%, 5% and 10% level, respectively. 

Dep. Variables: % Mgmt. “for” votes  Dissent 

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

       

Trust 5.723** 4.332* 4.929* 12.809***  -0.999*** 

 (2.04) (1.88) (1.87) (8.35)  (-7.22) 

3-year avg ROE  0.399 -0.004 -0.025  -0.015 

  (1.34) (-0.02) (-0.13)  (-1.40) 

Firm age  -0.009* -0.000 0.003  0.000 

  (-1.95) (-0.02) (0.83)  (0.03) 

Leverage  0.057 -0.361 -0.481  -0.004 

  (0.13) (-1.06) (-1.48)  (-0.24) 

Ln(market cap)  0.135 -0.023 -0.048  0.022*** 

  (1.07) (-0.25) (-0.57)  (3.48) 

MTB  0.000 -0.000 -0.000  -0.000 

  (0.71) (-0.32) (-0.25)  (-0.62) 

Special meeting  -0.300 -0.725* -0.718*  0.002 

  (-0.60) (-1.87) (-1.82)  (0.08) 

Stock return  0.406** 0.377** 0.403**  -0.024*** 

  (2.35) (2.61) (2.74)  (-2.98) 

% Free float  -0.034*** -0.022*** -0.022***  0.002*** 

  (-3.57) (-6.15) (-5.38)  (6.09) 

% shares foreign investors  -0.022*** -0.016** -0.017***  0.001 

  (-5.04) (-2.64) (-2.97)  (1.64) 

% shares institutional investors  -0.035** -0.041*** -0.039***  0.004*** 

  (-2.25) (-3.03) (-3.02)  (3.68) 

% shares largest investor  0.005 0.003 0.002  0.000 

  (0.52) (0.31) (0.23)  (0.02) 

Herfindahl Top 10 investors  0.000 0.000 0.000  -0.000* 

  (0.89) (1.44) (1.58)  (-1.94) 

Djankov ADRI   -0.050 0.897***  -0.043** 

   (-0.14) (3.97)  (-2.20) 

Djankov ASDI   -1.104 3.300***  -0.305*** 

   (-0.70) (2.90)  (-3.62) 

GDP per capita   -0.000 -0.000***  0.000*** 

   (-1.23) (-4.22)  (4.20) 

Market cap/GDP   0.001 -0.004***  0.000** 

   (1.00) (-3.43)  (2.67) 

Rule of law   -0.522 0.241  -0.016 

   (-0.56) (0.49)  (-0.43) 

Sub-continent FE No No No Yes  Yes 

Djankov legal origin dummies No No Yes Yes  Yes 

Largest investor type dummies No Yes Yes Yes  Yes 

Year FE Yes Yes Yes Yes  Yes 

Industry FE Yes Yes Yes Yes  Yes 

Observations 39,436 27,645 25,838 25,838  25,838 

Adjusted R-squared 0.024 0.051 0.083 0.091  0.170 
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Table IA.3: Monitoring intensity and firm performance  
This table reports the OLS regression results of Stock return and Tobin’s Q on Trust, Low votes cast, and the interaction term Trust * Low votes cast (columns (1) to (4)). This table also 

reports the OLS regression results of Stock return and Tobin’s Q on Trust, High mgmt. “for” votes, and the interaction term Trust * High mgmt. “for” votes (columns (5) to (8)). All 

regressions include firm characteristics, ownership characteristics, and country characteristics as control variables. Firm, ownership, and country controls (not displayed) are similar to 

those used in Table 3. The regressions shown in columns (2), (4), (6) and (8) additionally include country fixed effects. High mgmt. “for” votes is an indicator variable, which equals one 

if % Mgmt. “for” votes is larger than its sample median value. Low votes cast is an indicator variable, which takes the value 1 if % Votes cast is smaller than its sample median value, 

and zero otherwise. Trust is the proportion of people agreeing that ‘most people can be trusted’ against the alternative that ‘you can’t be too careful in dealing with people’. All regressions 

include a constant (not reported). All variables are defined in Appendix A. Robust t-statistics (in parentheses) are based on standard errors clustered by country. All specifications include 

year- and industry-fixed effects. The large investor type dummies are bank, corporation, family, government, institutional shareholder and management. Legal origins are English, French, 

and German. ***, **, * denote statistical significance at the 1%, 5% and 10% level, respectively. 
 

 % Votes cast  % Mgmt. “for” votes 

Dep. variables: Stock returnt+1 Tobin’s Qt+1  Stock returnt+1 Tobin’s Qt+1 
(1) (2) (3) (4)  (5) (6) (7) (8) 

          

Trust 0.445  1.533   0.357*  0.872*  

 (1.34)  (1.49)   (1.75)  (1.94)  

Low votes cast -0.115** -0.118** -0.483** -0.524**      

 (-2.45) (-2.59) (-2.16) (-2.42)      

Trust * Low votes cast 0.226*** 0.211*** 1.050** 1.043***      

 (3.50) (3.40) (2.70) (2.80)      

High mgmt. “for“ votes      -0.105*** -0.083*** -0.125 -0.218 

      (-3.76) (-3.40) (-1.16) (-1.41) 

Trust * High mgmt. “for“ 

votes 

     0.338*** 0.296*** 0.939*** 1.117*** 

      (6.30) (6.33) (4.53) (4.20) 

Country FE No Yes No Yes  No Yes No Yes 

Firm controls Yes Yes Yes Yes  Yes Yes Yes Yes 

Ownership controls Yes Yes Yes Yes  Yes Yes Yes Yes 

Country controls Yes Yes Yes Yes  Yes Yes Yes Yes 

Djankov legal origin dummies Yes No Yes No  Yes No Yes No 

Largest investor dummies Yes Yes Yes Yes  Yes Yes Yes Yes 
Year FE Yes Yes Yes Yes  Yes Yes Yes Yes 

Industry FE Yes Yes Yes Yes  Yes Yes Yes Yes 

Observations 13,376 13,376 13,537 13,537  25,826 25,826 25,777 25,777 
Adj. R-squared 0.138 0.165 0.297 0.314  0.112 0.137 0.251 0.253 
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Table IA.4: Confidence in institutions 
This table reports the results from OLS regressions of Votes cast (columns (1) to (4)) and % Mgmt. “for” votes (columns (5) to (8)) on Trust, firm characteristics, ownership characteristics, 

and country characteristics and three different measures for peoples’ confidence in institutions (i.e., Confidence in companies, Confidence in press and Confidence in government). Firm, 

ownership, and country controls (not displayed) are similar to those used in Table 3. % Votes cast is the average percentage of votes cast irrespective of the concrete voting decision at a 

given shareholder meeting. % Mgmt. “for” votes is the average percentage of votes cast in support of management-initiated proposals at a given shareholder meeting. Trust is the 

proportion of people agreeing that ‘most people can be trusted’ against the alternative that ‘you can’t be too careful in dealing with people’. All regressions include a constant (not 

reported). All variables are defined in Appendix A. Robust t-statistics (in parentheses) are based on standard errors clustered by country. All specifications include sub-continent-, year- 

and industry-fixed effects. The large investor type dummies are bank, corporation, family, government, institutional shareholder and management. Legal origins are English, French and 

German. ***, **, * denote statistical significance at the 1%, 5% and 10% level, respectively. 
 
 

Dep. variables: % Votes cast  % Mgmt. “for” votes 

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

          

Trust -30.439*** -30.583*** -38.472*** -25.182***  12.303*** 12.042*** 12.414*** 12.212*** 

 (-3.87) (-4.20) (-6.36) (-6.24)  (7.85) (8.69) (8.63) (8.26) 

Confidence in companies -37.681***   -31.051***  4.999*   5.109** 

 (-5.56)   (-6.26)  (1.96)   (2.10) 

Confidence in government  -15.682***  -9.768**   0.783  0.385 

  (-3.32)  (-2.74)   (1.07)  (0.27) 

Confidence in press   -14.109 -1.262    0.930 -0.702 

   (-1.58) (-0.27)    (1.02) (-0.35) 

          

Firm controls Yes Yes Yes Yes  Yes Yes Yes Yes 

Ownership controls Yes Yes Yes Yes  Yes Yes Yes Yes 

Country controls Yes Yes Yes Yes  Yes Yes Yes Yes 

Sub-continent FE Yes Yes Yes Yes  Yes Yes Yes Yes 

Year FE Yes Yes Yes Yes  Yes Yes Yes Yes 

Industry FE Yes Yes Yes Yes  Yes Yes Yes Yes 

Observations 13,383 13,383 13,383 13,383  25,838 25,838 25,838 25,838 

Adjusted R-squared 0.460 0.458 0.456 0.462  0.092 0.091 0.091 0.092 
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Table IA.5: Instrumental variable (IV) regressions 
This table reports the coefficients from instrumental variable regressions. Specifications (1) and (3) show the results from the first-

stage regressions. Following Putnam (1993) and La Porta et al. (1997), we instrument Trust with % Roman Catholic (Panel A) and 

with % Hierarchical religion (Panel B). We use Roman Empire as an alternative instrument (Panel C). % Roman Catholic is the 

proportion of people who consider themselves as Roman Catholics. % Hierarchical religion is the proportion of people who 

consider themselves as Roman Catholic or Eastern Orthodox or Muslim. The indicator variable Roman Empire equals one for 

countries that were part of the Roman Empire, and zero otherwise. Specifications (2) and (4) in all three panels report the second-

stage results, with Trust being instrumented by the proportion of people who consider themselves Roman Catholics (Panel A), the 

proportion of people who consider themselves as Roman Catholic or Eastern Orthodox or Muslim (Panel B), or with the countries 

that were part of the Roman Empire. The instrumented Trust variable is denoted Trust (IV). % Mgmt. “for” votes is the average 

percentage of votes cast in support of management-initiated proposals at a given shareholder meeting. % Votes cast is the average 

percentage of votes cast irrespective of the concrete voting decision at a given shareholder meeting. Trust is the proportion of people 

agreeing that ‘most people can be trusted’ against the alternative that ‘you can’t be too careful in dealing with people’. All 

regressions include a constant (not reported). All variables are defined in Appendix A. Robust t-statistics (in parentheses) are based 

on standard errors clustered by country. All specifications include year- and industry fixed effects. The large investor type dummies 

are bank, corporation, family, government, institutional shareholder and management. Legal origins are English, French and 

German. ***, **, * denote statistical significance at the 1%, 5% and 10% level, respectively. 
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 Panel A: % Roman Catholic 

 First Stage Second Stage First Stage Second Stage 

Dep. variables: Trust % Votes cast Trust % Mgmt. “for” 

votes 

 (1) (2) (3) (4) 

     

% Roman Catholic -0.421***  -0.396***  

 (-3.41)  (-3.52)  

Trust (IV)  -53.382***  9.085*** 

  (-2.73)  (3.09) 

3-year avg ROE -0.002* 3.179*** -0.001 -0.027 

 (-1.76) (7.68) (-1.51) (-0.13) 

Firm Age 0.000 0.025 0.000 0.002 

 (1.41) (1.06) (0.10) (0.74) 

Leverage 0.007* -0.717 0.005* -0.456 

 (1.70) (-0.69) (1.93) (-1.41) 

Ln(market cap) 0.000 2.279*** 0.000 -0.045 

 (0.01) (10.19) (0.54) (-0.54) 

MTB 0.000 0.001 -0.000* -0.000 

 (1.41) (0.23) (-1.77) (-0.27) 

Special meeting -0.009 -3.383*** -0.008 -0.740* 

 (-1.21) (-4.80) (-1.29) (-1.89) 

Stock return -0.001 -0.705** -0.001 0.397*** 

 (-1.55) (-2.09) (-1.07) (2.71) 

% free float -0.000 -0.262*** -0.000 -0.023*** 

 (-1.42) (-12.42) (-0.88) (-5.48) 

% shares foreign investors 0.000 0.107* 0.000 -0.017*** 

 (1.22) (1.75) (0.96) (-2.99) 

% shares institutional investors 0.000 -0.276*** 0.000* -0.038*** 

 (1.52) (-3.14) (1.67) (-3.07) 

% shares largest investor -0.000 0.030 -0.000 0.001 

 (-1.10) (1.04) (-0.45) (0.18) 

Herfindahl Index Top 10 Investors 0.000 0.001** -0.000 0.000 

 (0.65) (2.37) (-0.24) (1.61) 

Djankov ADRI -0.089** -4.352* -0.112*** 0.455 

 (-2.27) (-1.85) (-3.26) (1.06) 

Djankov ASDI 0.170 -3.951 -0.057 2.752* 

 (0.64) (-0.38) (-0.28) (1.75) 

GDP per capita 0.000*** 0.000 0.000*** -0.000** 

 (3.46) (1.52) (3.37) (-2.21) 

Market cap/GDP 0.000** 0.008 0.000*** -0.003* 

 (2.15) (1.26) (4.33) (-1.90) 

Rule of Law -0.070 4.885* -0.069 -0.083 

 (-1.28) (1.69) (-1.07) (-0.15) 

Sub-continent FE Yes Yes Yes Yes 

Djankov legal origin dummies Yes Yes Yes Yes 

Largest investor type dummies Yes Yes Yes Yes 

Year FE Yes Yes Yes Yes 

Industry FE Yes Yes Yes Yes 

Kleibergen-Paap F-statistic 301.61  129.83  

Ratio Trust (IV) / Trust  1.28  0.71 

Observations 13,383 13,383 25,838 25,838 

Adj. R-squared 0.976 0.457 0.966 0.093 
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 Panel B: % Hierarchical religion 

 First Stage Second Stage First Stage Second Stage 

Dep. variables: Trust % Votes cast Trust % Mgmt. “for” 

votes 

 (1) (2) (3) (4) 

     

% Hierarchical religion -0.253**  -0.321***  

 (-2.52)  (-3.90)  

Trust (IV)  -126.439**  16.389*** 

  (-2.46)  (3.46) 

Country-level controls Yes Yes Yes Yes 

Firm-level controls Yes Yes Yes Yes 

Ownership controls Yes Yes Yes Yes 

Djankov legal origin dummies Yes Yes Yes Yes 

Largest investor type dummies Yes Yes Yes Yes 

Sub-continent FE Yes Yes Yes Yes 

Year FE Yes Yes Yes Yes 

Industry FE Yes Yes Yes Yes 

Kleibergen-Paap F-statistic 118.57  186.24  

Ratio Trust (IV) / Trust  3.03  1.30 

Observations 13,383 13,383 25,838 25,838 

Adj. R-squared 0.971 0.434 0.964 0.093 

 

 

 

 
 Panel C: Roman Empire (European countries only) 

 First Stage Second Stage First Stage Second Stage 

Dep. variables: Trust % Votes cast Trust % Mgmt. “for” 

votes 

 (1) (2) (3) (4) 

     

Roman Empire -0.216***  -0.176***  

 (-2.87)  (-2.95)  

Trust (IV)  -45.182***  22.071*** 

  (-3.38)  (11.20) 

Country-level controls Yes Yes Yes Yes 

Firm-level controls Yes Yes Yes Yes 

Ownership controls Yes Yes Yes Yes 

Djankov legal origin dummies Yes Yes Yes Yes 

Largest investor type dummies Yes Yes Yes Yes 

Year FE Yes Yes Yes Yes 

Industry FE Yes Yes Yes Yes 

Kleibergen-Paap F-statistic 51.02  114.06  

Ratio Trust (IV) / Trust  1.45  4.48 

Observations 1,398 1,398 1,746 1,746 

R-squared 0.993 0.509 0.986 0.099 
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Table IA.6: Terror attacks as transitory shocks to trust 
This table reports the results from OLS regressions of % Votes cast, % Mgmt. “for” votes and Dissent indicator variable on different measures of terror attacks. Terror is an indicator 

variable that equals one if there was a terror attack with at least one fatality within one month of the shareholder meeting (i.e., both AGM and special meeting) in the respective company’s 

country of headquarters, and zero otherwise. Terror 10 fatalities is an indicator variable that equals one if there was a terror attack with at least ten fatalities within one month of the 

shareholder meeting in the respective company’s country of headquarters. Terror 25 fatalities is an indicator variable that equals one if there was a terror attack with at least 25 fatalities 

within one month of the shareholder meeting in the respective company’s country of headquarters. % Votes cast is the average percentage of votes cast irrespective of the concrete voting 

decision at a given shareholder meeting. % Mgmt. “for” votes is the average percentage of votes cast in support of management-initiated proposals at a given shareholder meeting. Dissent 

is an indicator variable, which equals one if the variable % Mgmt. “for” votes takes a value in the first quartile of its distribution, and zero otherwise. All regressions include a constant 

(not reported). All variables are defined in Appendix A. Robust t-statistics (in parentheses) are based on standard errors clustered by country. All specifications include year-, industry-, 

and country-fixed effects. ***, **, * denote statistical significance at the 1%, 5% and 10% level, respectively. 

 

                   Terror attacks within one month of the shareholder meeting 

Dep. Variables: % Votes cast  % Mgmt. “for” votes  Dissent 

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

            

Terror  0.417*    -0.232**    0.024***   

 (1.75)    (-2.61)    (3.86)   

Terror 10 fatalities  0.868***    -0.292**    0.022***  

  (2.93)    (-2.25)    (3.63)  

Terror 25 fatalities   0.967***    -0.615***    0.047*** 

   (5.48)    (-5.98)    (7.73) 

Year FE Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 
Industry FE Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Country FE Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Observations 20,716 20,716 20,716  39,436 39,436 39,436  39,436 39,436 39,436 
R-squared 0.025 0.025 0.025  0.003 0.003 0.003  0.004 0.004 0.004 
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Table IA.7: Sub-sample analysis 
This table reports the results from OLS regressions of % Mgmt. “for” votes and % Votes cast on Trust (which is the trust level of the country where the firm has its headquarters), firm 

characteristics, ownership characteristics and country characteristics. The table reports the results from regressions on sub-samples based on the median of firm characteristics, i.e., firm 

size and firm age. % Mgmt. “for” votes is the average percentage of votes cast in support of management-initiated proposals at a given shareholder meeting. % Votes cast is the average 

percentage of votes cast irrespective of the concrete voting decision at a given shareholder meeting. Trust is the proportion of people agreeing that ‘most people can be trusted’ against 

the alternative that ‘you can’t be too careful in dealing with people’. All regressions include a constant (not reported). All variables are defined in Appendix A. Robust t-statistics (in 

parentheses) are based on standard errors clustered by country. All specifications include sub-continent-, year- and industry-fixed effects. The large investor type dummies are bank, 

corporation, family, government, institutional shareholder and management. Legal origins are English, French and German. Below each sub-sample analysis, hypothesis tests for equality 

of coefficients are reported. ***, **, * denote statistical significance at the 1%, 5% and 10% level, respectively.  
 

 % Votes cast  % Mgmt. “for” votes 

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

 Large Small  Old Young  Large Small  Old Young 

            

Trust -35.256*** -47.912***  -37.272*** -41.344***  9.605*** 16.334***  9.610*** 15.606*** 

 (-3.54) (-5.28)  (-3.05) (-6.37)  (5.47) (7.37)  (4.50) (8.90) 

Country-level controls Yes Yes  Yes Yes  Yes Yes  Yes Yes 

Firm controls Yes Yes  Yes Yes  Yes Yes  Yes Yes 

Ownership controls Yes Yes  Yes Yes  Yes Yes  Yes Yes 

Sub-continent FE Yes Yes  Yes Yes  Yes Yes  Yes Yes 

Year FE Yes Yes  Yes Yes  Yes Yes  Yes Yes 

Industry FE Yes Yes  Yes Yes  Yes Yes  Yes Yes 

Observations 6,696 6,687  6,942 6,441  12,919 12,919  13,797 12,041 

Adjusted R-squared 0.525 0.414  0.516 0.379  0.108 0.083  0.104 0.081 

TrustSample A = 

TrustSample B 

z-test p-value  z-test p-value  z-test p-value  z-test p-value 

0.939 0.348  0.294 0.769  -2.380 0.017  -2.170 0.030 
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Table IA.8: Trust and management “against” votes 
This table reports the results from OLS regressions of % Mgmt. “against” votes on Trust (which is the trust level of the country 

where the firm has its headquarters), firm characteristics, ownership characteristics, and country characteristics. % Mgmt. 

“against” votes is the average percentage of votes cast against the management’s recommendations at a given shareholder 

meeting. Trust is the proportion of people agreeing that ‘most people can be trusted’ against the alternative that ‘you can’t be 

too careful in dealing with people’. All regressions include a constant (not reported). All variables are defined in Appendix A. 

Robust t-statistics (in parentheses) are based on standard errors clustered by country. All specifications include year- and 

industry fixed effects. The large investor type dummies are bank, corporation, family, government, institutional shareholder 

and management. Legal origins are English, French and German. ***, **, * denote statistical significance at the 1%, 5% and 

10% level, respectively. 
 

Dep. variable: % Mgmt. “against” votes 

 (1) (2) (3) (4) 

     

Trust -4.447 -3.552 -4.714** -11.942*** 

 (-1.39) (-1.44) (-2.07) (-6.10) 

3-year avg ROE  -0.304 0.098 0.111 

  (-1.15) (0.77) (0.96) 

Firm age  -0.009 -0.004 -0.008** 

  (-1.46) (-0.88) (-2.22) 

Leverage  -0.308 0.142 0.228 

  (-0.77) (0.59) (0.96) 

Ln(market cap)  -0.272* -0.192 -0.164 

  (-1.68) (-1.20) (-1.02) 

MTB  -0.000 0.000 -0.000 

  (-0.81) (0.10) (-0.08) 

Special meeting  1.075* 0.895** 0.904** 

  (1.75) (2.21) (2.15) 

Stock return  -0.599*** -0.470** -0.478** 

  (-3.25) (-2.58) (-2.47) 

% Free float  0.044*** 0.024*** 0.027*** 

  (3.69) (4.28) (3.98) 

% shares foreign investors  0.020*** 0.012** 0.013** 

  (4.80) (2.09) (2.40) 

% shares institutional investors  0.046*** 0.048** 0.046** 

  (3.16) (2.65) (2.71) 

% shares largest investor  0.018 -0.001 0.001 

  (1.03) (-0.09) (0.09) 

Herfindahl Top 10 investors  -0.000 -0.000 -0.000 

  (-1.31) (-0.80) (-0.91) 

Djankov ADRI   -0.150 -1.040** 

   (-0.38) (-2.26) 

Djankov ASDI   0.853 -2.733* 

   (0.47) (-1.71) 

GDP per capita   0.000 0.000 

   (0.82) (1.19) 

Market cap/GDP   -0.001 0.003* 

   (-0.64) (1.96) 

Rule of law   1.075 0.981 

   (1.21) (0.98) 

Sub-continent FE No No No Yes 

Djankov legal origin dummies No No Yes Yes 

Largest investor type dummies No Yes Yes Yes 

Year FE Yes Yes Yes Yes 

Industry FE Yes Yes Yes Yes 

Observations 28,400 19,514 17,682 17,682 

Adjusted R-squared 0.017 0.043 0.064 0.077 
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Table IA.9: Blockholder-adjusted votes cast and management for votes  
This table reports OLS regression results of % Mgmt. “for” votes adjusted for blockholder ownership and % Votes cast adjusted 

for blockholder ownership on Trust (which is the trust level of the country where the firm has its headquarters), firm 

characteristics, ownership characteristics, and country characteristics. % Mgmt. “for” votes is the average percentage of votes 

cast in support of management-initiated proposals minus the percentage of votes held by blockholders at a given shareholder 

meeting. % Votes cast is the average percentage of votes cast irrespective of the concrete voting decision minus the percentage 

of votes held by blockholders at a given shareholder meeting. Trust is the proportion of people agreeing that ‘most people can 

be trusted’ against the alternative that ‘you can’t be too careful in dealing with people’. All regressions include a constant (not 

reported). All variables are defined in Appendix A. Robust t-statistics (in parentheses) are based on standard errors clustered 

by country. All specifications include year- and industry fixed effects. The large investor type dummies are bank, corporation, 

family, government, institutional shareholder and management. Legal origins are English, French and German. ***, **, * 

denote statistical significance at the 1%, 5% and 10% level, respectively. 
 

Dep. variables: 
% Votes cast adjusted for 

blockholder ownership 
 

% Mgmt. “for” votes adjusted for 

blockholder ownership 

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

        

Trust -19.594*** -10.530** -21.511***  4.222* 4.913* 11.918*** 

 (-3.82) (-2.19) (-4.12)  (1.96) (1.98) (8.15) 

3-year avg ROE 3.325*** 1.937*** 2.182***  0.538* 0.146 0.119 

 (4.89) (3.09) (3.52)  (1.97) (0.74) (0.65) 

Firm Age 0.021 0.007 0.013  -0.010** -0.001 0.002 

 (1.12) (0.45) (0.88)  (-2.14) (-0.29) (0.65) 

Leverage 0.956 0.039 0.529  0.351 0.011 -0.099 

 (0.65) (0.03) (0.34)  (0.88) (0.04) (-0.35) 

Ln(market cap) 0.474 0.410 0.345  0.032 -0.123 -0.141** 

 (0.91) (1.03) (0.82)  (0.28) (-1.69) (-2.07) 

MTB -0.004* -0.010 -0.009  0.001 0.000 0.000 

 (-1.99) (-1.00) (-0.87)  (1.47) (0.19) (0.23) 

Special meeting -2.910*** -2.219*** -1.839***  0.235 -0.320 -0.296 

 (-3.31) (-3.44) (-2.97)  (0.47) (-0.82) (-0.76) 

Stock return -0.007 -0.176 -0.010  0.398** 0.338** 0.365** 

 (-0.02) (-0.54) (-0.03)  (2.44) (2.41) (2.59) 

% free float 0.598*** 0.626*** 0.635***  0.958*** 0.970*** 0.970*** 

 (16.74) (19.35) (18.39)  (90.61) (246.13) (227.89) 

% shares foreign investors 0.058 0.072 0.079*  -0.019*** -0.012* -0.014** 

 (1.23) (1.55) (1.74)  (-4.24) (-1.94) (-2.28) 

% shares institutional inv. -0.121*** -0.051 -0.033  -0.033* -0.039*** -0.036*** 

 (-3.50) (-1.26) (-0.96)  (-1.98) (-2.82) (-2.81) 

% shares largest investor -0.172** -0.147** -0.167**  -0.016 -0.017* -0.017 

 (-2.51) (-2.31) (-2.45)  (-1.27) (-1.72) (-1.70) 

Herfindahl Index Top 10 Inv. 0.002** 0.002** 0.002**  0.000** 0.000*** 0.000*** 

 (2.27) (2.25) (2.55)  (2.17) (2.78) (2.78) 

Djankov ADRI  1.180 -2.154**   -0.127 0.682*** 

  (1.16) (-2.11)   (-0.37) (2.95) 

Djankov ASDI  -15.010** -17.230**   -1.333 3.223*** 

  (-2.13) (-2.64)   (-0.91) (3.59) 

GDP per capita  -0.000 0.000   -0.000 -0.000*** 

  (-1.13) (1.42)   (-1.50) (-5.09) 

Market cap/GDP  0.005 0.001   0.001 -0.003** 

  (1.53) (0.32)   (1.13) (-2.23) 

Rule of Law  -1.974 3.174*   -0.283 0.467 

  (-0.79) (2.04)   (-0.32) (1.06) 

Sub-continent FE No No Yes  No No Yes 

Djankov legal origin dummies No Yes Yes  No Yes Yes 

Largest investor type dummies Yes Yes Yes  Yes Yes Yes 

Year FE Yes Yes Yes  Yes Yes Yes 

Industry FE Yes Yes Yes  Yes Yes Yes 

Observations 5,266 4,889 4,889  26,713 25,016 25,016 

Adjusted R-squared 0.579 0.592 0.604  0.954 0.955 0.956 
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Table IA.10: Management “for” votes by type of voted proposal 
This table reports the results from OLS regressions of average % Mgmt. “for” votes with respect to different types of 

management-initiated proposals on Trust (which is the trust level of the country where the firm has its headquarters), firm 

characteristics, ownership characteristics, and country characteristics. % Mgmt. “for” votes is the average (if there is more than 

one proposal per type) percentage of votes cast in support of management-initiated proposals for a given shareholder meeting. 

Trust is the proportion of people agreeing that ‘most people can be trusted’ against the alternative that ‘you can’t be too careful 

in dealing with people’. All regressions include a constant (not reported). All variables are defined in Appendix A. Robust t-

statistics (in parentheses) are based on standard errors clustered by country. All specifications include year- and industry fixed 

effects. The large investor type dummies are bank, corporation, family, government, institutional and management. Legal 

origins are English, French and German. ***, **, * denote statistical significance at the 1%, 5% and 10% level, respectively.  

 

Dep. variables: Directors Capitalization M&A Compensation 

 (1) (2) (3) (4) 

     

Trust 6.561*** 10.361*** 6.102 29.946*** 

 (4.04) (4.73) (1.39) (4.42) 

3-year avg ROE 0.134 0.218 -0.032 -0.034 

 (0.62) (0.68) (-0.10) (-0.07) 

Firm age 0.001 -0.002 0.006 0.021** 

 (0.37) (-0.33) (1.00) (2.36) 

Leverage -0.047 -0.720** -0.210 0.466 

 (-0.14) (-2.47) (-0.60) (0.79) 

Ln(market cap) -0.127 -0.223 0.051 0.534 

 (-1.18) (-0.86) (0.56) (1.11) 

MTB -0.001 0.001 0.001 0.001 

 (-0.43) (0.81) (0.63) (0.65) 

Special meeting -0.649** 1.107*** 0.260* -2.262** 

 (-2.27) (6.04) (1.91) (-2.41) 

Stock return 0.547*** 0.693** 0.154 0.654* 

 (4.96) (2.42) (1.20) (1.89) 

% free float -0.019** -0.035*** -0.050*** -0.054*** 

 (-2.73) (-3.22) (-3.47) (-3.25) 

% shares foreign investors -0.010*** -0.041** -0.028*** -0.000 

 (-3.62) (-2.44) (-4.12) (-0.01) 

% shares institutional investors -0.027* -0.106** -0.036** -0.112*** 

 (-1.93) (-2.34) (-2.09) (-3.98) 

% shares largest investor 0.005 -0.007 -0.041** -0.013 

 (0.60) (-0.48) (-2.13) (-0.41) 

Herfindahl Top 10 investors 0.000 0.000 0.000** 0.000 

 (0.83) (1.47) (2.34) (0.97) 

Djankov ADRI 0.043 1.253*** 0.974 2.917*** 

 (0.19) (3.84) (1.63) (3.82) 

Djankov ASDI 2.529 0.653 4.616 3.138 

 (1.50) (0.35) (1.02) (0.74) 

GDP per capita -0.000** -0.000 -0.000 -0.000 

 (-2.18) (-0.99) (-1.22) (-0.69) 

Market cap/GDP -0.004*** -0.004*** -0.003 -0.004 

 (-2.94) (-2.77) (-1.23) (-0.62) 

Rule of law 0.878* -0.877 0.468 -4.808* 

 (1.74) (-1.21) (0.19) (-1.83) 

Djankov legal origin dummies Yes Yes Yes Yes 

Largest investor type dummies Yes Yes Yes Yes 

Sub-continent FE Yes Yes Yes Yes 

Year FE Yes Yes Yes Yes 

Industry FE Yes Yes Yes Yes 

Observations 18,027 8,470 9,512 7,495 

Adjusted R-squared 0.084 0.125 0.013 0.146 
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Table IA.11: Trust and votes cast - European countries only 
This table reports the results from OLS regressions of % Votes cast on Trust (which is the trust level of the country where the 

firm has its headquarters), firm characteristics, ownership characteristics, and country characteristics. The regressions are 

estimated on the European countries only. % Votes cast is the average percentage of votes cast irrespective of the concrete 

voting decision at a given shareholder meeting. Trust is the proportion of people agreeing that ‘most people can be trusted’ 

against the alternative that ‘you can’t be too careful in dealing with people’. All regressions include a constant (not reported). 

All variables are defined in Appendix A. Robust t-statistics (in parentheses) are based on standard errors clustered by firm. All 

specifications include year- and industry-fixed effects. The large investor type dummies are bank, corporation, family, 

government, institutional shareholder and management. Legal origins are English, French, and German. ***, **, * denote 

statistical significance at the 1%, 5% and 10% level, respectively. 
 

Dep. variables: % Votes cast 

 (1) (2) (3) 

    

Trust -21.477*** -17.064*** -40.103*** 

 (-7.36) (-5.92) (-2.82) 

3-year avg ROE  4.489*** 3.908*** 

  (3.76) (2.93) 

Firm age  0.020 0.007 

  (1.10) (0.35) 

Leverage  0.509 0.412 

  (0.25) (0.18) 

Ln(market cap)  2.574*** 2.089*** 

  (8.89) (5.98) 

MTB  0.005** -0.001 

  (2.40) (-0.16) 

Special meeting  -2.088** -1.345 

  (-2.41) (-1.16) 

Stock return  -1.456 0.288 

  (-1.40) (0.26) 

% free float  -0.323*** -0.366*** 

  (-7.92) (-7.89) 

% shares foreign investors  -0.014 -0.058** 

  (-0.64) (-2.57) 

% shares institutional investors  -0.128*** -0.160*** 

  (-3.33) (-3.23) 

% shares largest investor  0.176*** 0.180*** 

  (3.13) (2.81) 

Herfindahl Top 10 investors  -0.000 -0.000 

  (-0.36) (-0.16) 

Djankov ADRI   0.578 

   (0.49) 

Djankov ASDI   -93.127*** 

   (-2.84) 

GDP per capita   0.000** 

   (2.08) 

Market cap/GDP   -0.026 

   (-0.77) 

Rule of law   -2.345 

   (-0.65) 

Djankov legal origin dummies No No Yes 

Largest investor type dummies No Yes Yes 

Year FE Yes Yes Yes 

Industry FE Yes Yes Yes 

Observations 3,363 1,895 1,398 

Adjusted R-squared 0.103 0.427 0.492 
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Table IA.12: Trust and management “for” votes - European countries only 
This table reports the results from OLS regressions of % Mgmt. “for” votes on Trust (which is the trust level of the country 

where the firm has its headquarters), firm characteristics, ownership characteristics, and country characteristics. In these models 

only countries from Europe are considered. % Mgmt. “for” votes is the average percentage of votes cast in support of 

management-initiated proposals at a given shareholder meeting. Dissent is an indicator variable, which equals one if the variable 

% Mgmt. “for” votes takes a value in the first quartile of its distribution, and zero otherwise. Trust is the proportion of people 

agreeing that ‘most people can be trusted’ against the alternative that ‘you can’t be too careful in dealing with people’. All 

regressions include a constant (not reported). All variables are defined in Appendix A. Robust t-statistics (in parentheses) are 

based on standard errors clustered by firm. All specifications include year- and industry-fixed effects. The large investor type 

dummies are bank, corporation, family, government, institutional shareholder and management. Legal origins are English, 

French, and German. ***, **, * denote statistical significance at the 1%, 5% and 10% level, respectively. 

Dep. Variables: % Mgmt. “for” votes  Dissent 

 (1) (2) (3)  (5) 

      

Trust 7.402*** 4.484*** 24.352***  -1.252*** 

 (8.23) (3.91) (2.96)  (-3.63) 

3-year avg ROE  0.032 -0.282  -0.038 

  (0.09) (-0.52)  (-1.24) 

Firm age  0.009** 0.003  -0.001 

  (2.02) (0.40)  (-1.11) 

Leverage  -0.805 -1.485  0.060 

  (-1.14) (-1.39)  (1.21) 

Ln(market cap)  0.042 0.323**  0.010 

  (0.45) (2.42)  (1.15) 

MTB  0.001 -0.000  -0.000 

  (0.88) (-0.14)  (-0.86) 

Special meeting  -2.049*** -1.986***  0.125*** 

  (-5.04) (-2.58)  (3.65) 

Stock return  -0.518 -0.802  0.052* 

  (-1.47) (-1.56)  (1.71) 

% Free float  -0.048*** -0.016  0.001 

  (-3.73) (-0.87)  (0.77) 

% shares foreign investors  -0.013* 0.011  -0.001* 

  (-1.66) (1.08)  (-1.87) 

% shares institutional investors  -0.011 -0.060***  0.005*** 

  (-1.02) (-3.27)  (3.89) 

% shares largest investor  -0.022 -0.014  -0.001 

  (-1.36) (-0.64)  (-0.49) 

Herfindahl Top 10 investors  0.000 0.000**  -0.000* 

  (1.55) (2.49)  (-1.78) 

Djankov ADRI   -0.469  0.030 

   (-0.83)  (0.94) 

Djankov ASDI   49.135*  -1.770** 

   (1.89)  (-2.01) 

GDP per capita   -0.000**  0.000** 

   (-2.10)  (2.10) 

Market cap/GDP   0.031  -0.000 

   (1.30)  (-0.20) 

Rule of law   3.444  -0.094 

   (1.34)  (-0.99) 

Djankov legal origin dummies No No Yes  Yes 

Largest investor type dummies No Yes Yes  Yes 

Year FE Yes Yes Yes  Yes 

Industry FE Yes Yes Yes  Yes 

Observations 6,125 3,380 1,746  1,746 

Adjusted R-squared 0.026 0.059 0.074  0.131 
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Table IA.13: Trust and votes cast - European countries only (country-clustered SEs) 
This table reports the results from OLS regressions of % Votes cast on Trust (which is the trust level of the country where the 

firm has its headquarters), firm characteristics, ownership characteristics, and country characteristics. These regressions are run 

on the European countries only. % Votes cast is the average percentage of votes cast irrespective of the concrete voting decision 

at a given shareholder meeting. Trust is the proportion of people agreeing that ‘most people can be trusted’ against the 

alternative that ‘you can’t be too careful in dealing with people’. All regressions include a constant (not reported). All variables 

are defined in Appendix A. Robust t-statistics (in parentheses) are based on standard errors clustered by country. All 

specifications include year- and industry-fixed effects. The large investor type dummies are bank, corporation, family, 

government, institutional shareholder and management. Legal origins are English, French, and German. ***, **, * denote 

statistical significance at the 1%, 5% and 10% level, respectively. 
 

Dep. variables: % Votes cast 

 (1) (2) (3) 

    

Trust -21.477*** -17.064*** -40.103** 
 (-4.36) (-3.92) (-3.23) 

3-year avg ROE  4.489*** 3.908*** 
  (4.63) (3.43) 
Firm age  0.020 0.007 
  (0.79) (0.41) 
Leverage  0.509 0.412 
  (0.18) (0.15) 
Ln(market cap)  2.574*** 2.089*** 
  (9.36) (6.48) 
MTB  0.005** -0.001 
  (2.51) (-0.24) 
Special meeting  -2.088 -1.345 
  (-1.44) (-0.66) 
Stock return  -1.456 0.288 
  (-1.39) (0.36) 
% free float  -0.323*** -0.366*** 
  (-5.62) (-5.62) 
% shares foreign investors  -0.014 -0.058* 
  (-0.54) (-2.01) 
% shares institutional investors  -0.128* -0.160** 
  (-2.13) (-3.25) 
% shares largest investor  0.176*** 0.180** 
  (4.13) (2.71) 
Herfindahl Top 10 investors  -0.000 -0.000 
  (-0.38) (-0.13) 
Djankov ADRI   0.578 
   (0.87) 
Djankov ASDI   -93.127*** 
   (-3.61) 
GDP per capita   0.000** 
   (2.51) 
Market cap/GDP   -0.026 
   (-0.88) 
Rule of law   -2.345 
   (-1.09) 
Sub-continent FE No No No 

Djankov legal origin dummies No No Yes 

Largest investor type dummies No Yes Yes 

Year FE Yes Yes Yes 

Industry FE Yes Yes Yes 

Observations 3,363 1,895 1,398 

Adjusted R-squared 0.103 0.427 0.492 
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Table IA.14: Trust and management “for” votes - European countries only 

(country-clustered SEs) 
This table reports the results from OLS regressions of % Mgmt. “for” votes on Trust (which is the trust level of the country 

where the firm has its headquarters), firm characteristics, ownership characteristics, and country characteristics. These 

regressions are run on the European countries only. % Mgmt. “for” votes is the average percentage of votes cast in support of 

management-initiated proposals at a given shareholder meeting. Dissent is an indicator variable, which equals one if the variable 

% Mgmt. “for” votes takes a value in the first quartile of its distribution, and zero otherwise. Trust is the proportion of people 

agreeing that ‘most people can be trusted’ against the alternative that ‘you can’t be too careful in dealing with people’. All 

regressions include a constant (not reported). All variables are defined in Appendix A. Robust t-statistics (in parentheses) are 

based on standard errors clustered by country. All specifications include year- and industry-fixed effects. The large investor 

type dummies are bank, corporation, family, government, institutional shareholder and management. Legal origins are English, 

French, and German. ***, **, * denote statistical significance at the 1%, 5% and 10% level, respectively. 

Dep. Variables: % Mgmt. “for” votes  Dissent 

 (1) (2) (3)  (5) 

      

Trust 7.402** 4.484** 24.352***  -1.252*** 

 (2.34) (2.33) (6.11)  (-3.72) 

3-year avg ROE  0.032 -0.282  -0.038*** 

  (0.11) (-1.21)  (-4.00) 

Firm age  0.009* 0.003  -0.001 

  (1.87) (0.39)  (-0.77) 

Leverage  -0.805 -1.485  0.060 

  (-1.42) (-1.36)  (1.57) 

Ln(market cap)  0.042 0.323**  0.010 

  (0.25) (2.31)  (1.69) 

MTB  0.001 -0.000  -0.000* 

  (1.22) (-0.48)  (-2.12) 

Special meeting  -2.049** -1.986*  0.125 

  (-2.65) (-2.01)  (1.26) 

Stock return  -0.518 -0.802  0.052* 

  (-1.55) (-1.65)  (2.13) 

% Free float  -0.048*** -0.016  0.001 

  (-3.27) (-0.84)  (0.58) 

% shares foreign investors  -0.013 0.011  -0.001 

  (-1.01) (0.90)  (-1.06) 

% shares institutional investors  -0.011 -0.060**  0.005** 

  (-0.75) (-3.17)  (3.14) 

% shares largest investor  -0.022 -0.014  -0.001 

  (-1.49) (-0.59)  (-0.39) 

Herfindahl Top 10 investors  0.000 0.000***  -0.000* 

  (1.22) (4.38)  (-2.11) 

Djankov ADRI   -0.469  0.030 

   (-1.14)  (0.76) 

Djankov ASDI   49.135***  -1.770*** 

   (12.08)  (-4.45) 

GDP per capita   -0.000***  0.000*** 

   (-10.88)  (4.99) 

Market cap/GDP   0.031***  -0.000 

   (4.35)  (-0.30) 

Rule of law   3.444***  -0.094 

   (4.59)  (-1.27) 

Sub-continent FE No No No  Yes 

Djankov legal origin dummies No No Yes  Yes 

Largest investor type dummies No Yes Yes  Yes 

Year FE Yes Yes Yes  Yes 

Industry FE Yes Yes Yes  Yes 

Observations 6,125 3,380 1,746  1,746 

Adjusted R-squared 0.026 0.059 0.074  0.131 
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Table IA.15: Trust and votes cast - Excluding Scandinavia 
This table reports the results from OLS regressions of % Votes cast on Trust (which is the trust level of the country where the 

firm has its headquarters), firm characteristics, ownership characteristics, and country characteristics. These regressions are run 

on a limited sample which excludes Scandinavian countries. % Votes cast is the average percentage of votes cast irrespective 

of the concrete voting decision at a given shareholder meeting. Trust is the proportion of people agreeing that ‘most people can 

be trusted’ against the alternative that ‘you can’t be too careful in dealing with people’. All regressions include a constant (not 

reported). All variables are defined in Appendix A. Robust t-statistics (in parentheses) are based on standard errors clustered 

by firm. All specifications include year- and industry-fixed effects. The large investor type dummies are bank, corporation, 

family, government, institutional shareholder and management. Legal origins are English, French, and German. ***, **, * 

denote statistical significance at the 1%, 5% and 10% level, respectively. 
 

Dep. variables: % Votes cast 

 (1) (2) (3) (4) 

     

Trust -42.494*** -36.816*** -27.593*** -31.702*** 

 (-31.71) (-22.91) (-5.50) (-3.69) 

3-year avg ROE  3.700*** 3.073*** 2.988*** 

  (4.28) (3.57) (3.49) 

Firm age  0.038*** 0.018 0.022 

  (2.85) (1.20) (1.57) 

Leverage  -2.613** -2.355* -1.435 

  (-2.24) (-1.96) (-1.22) 

Ln(market cap)  1.607*** 2.193*** 2.252*** 

  (8.83) (10.42) (10.51) 

MTB  0.001 0.002 0.001 

  (0.66) (0.37) (0.22) 

Special meeting  -4.658*** -3.832*** -3.280*** 

  (-14.92) (-12.37) (-10.73) 

Stock return  -1.046*** -0.677* -0.591* 

  (-2.97) (-1.91) (-1.69) 

% free float  -0.257*** -0.257*** -0.266*** 

  (-13.19) (-12.50) (-12.98) 

% shares foreign investors  0.111*** 0.108*** 0.109*** 

  (8.50) (7.68) (7.76) 

% shares institutional investors  -0.256*** -0.289*** -0.282*** 

  (-11.13) (-11.77) (-11.29) 

% shares largest investor  -0.001 0.028 0.026 

  (-0.03) (0.69) (0.63) 

Herfindahl Top 10 investors  0.001*** 0.001*** 0.001*** 

  (3.46) (2.97) (2.70) 

Djankov ADRI   4.248*** -1.600 

   (9.23) (-1.37) 

Djankov ASDI   14.412*** 5.112 

   (2.98) (0.64) 

GDP per capita   0.000*** 0.000*** 

   (4.24) (3.16) 

Market cap/GDP   -0.013*** 0.000 

   (-6.42) (0.03) 

Rule of law   -4.137*** 4.362*** 

   (-3.24) (2.85) 

Sub-continent FE No No No Yes 

Djankov legal origin dummies No No Yes Yes 

Largest investor type dummies No Yes Yes Yes 

Year FE Yes Yes Yes Yes 

Industry FE Yes Yes Yes Yes 

Observations 20,277 13,793 13,126 13,126 

Adjusted R-squared 0.222 0.411 0.438 0.459 
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Table IA.16: Trust and management “for” votes - Excluding Scandinavia 
This table reports the results from OLS regressions of % Mgmt. “for” votes on Trust (which is the trust level of the country 

where the firm has its headquarters), firm characteristics, ownership characteristics, and country characteristics. These 

regressions are run on a limited sample which excludes Scandinavian countries. % Mgmt. “for” votes is the average percentage 

of votes cast in support of management-initiated proposals at a given shareholder meeting. Dissent is an indicator variable, 

which equals one if the variable % Mgmt. “for” votes takes a value in the first quartile of its distribution, and zero otherwise. 

Trust is the proportion of people agreeing that ‘most people can be trusted’ against the alternative that ‘you can’t be too careful 

in dealing with people’. All regressions include a constant (not reported). All variables are defined in Appendix A. Robust t-

statistics (in parentheses) are based on standard errors clustered by firm. All specifications include year- and industry-fixed 

effects. The large investor type dummies are bank, corporation, family, government, institutional and management. Legal 

origins are English, French, and German. ***, **, * denote statistical significance at the 1%, 5% and 10% level, respectively. 

Dep. Variables: % Mgmt. “for” votes  Dissent 

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

       

Trust 5.775*** 4.360*** 3.945*** 12.043***  -0.926*** 

 (18.36) (9.81) (3.33) (6.48)  (-7.45) 

3-year avg ROE  0.415*** 0.010 -0.019  -0.015 

  (2.81) (0.07) (-0.13)  (-1.51) 

Firm age  -0.009*** 0.002 0.003  -0.000 

  (-4.19) (0.86) (1.24)  (-0.08) 

Leverage  0.085 -0.368 -0.453  -0.006 

  (0.17) (-0.76) (-0.94)  (-0.40) 

Ln(market cap)  0.130*** -0.023 -0.053  0.023*** 

  (3.59) (-0.60) (-1.38)  (8.03) 

MTB  0.000 -0.000 -0.000  -0.000 

  (0.59) (-0.12) (-0.09)  (-0.51) 

Special meeting  -0.301*** -0.766*** -0.728***  0.003 

  (-2.73) (-6.73) (-6.24)  (0.45) 

Stock return  0.412*** 0.397*** 0.408***  -0.024*** 

  (4.82) (4.70) (4.87)  (-4.57) 

% Free float  -0.034*** -0.021*** -0.023***  0.002*** 

  (-8.88) (-5.46) (-5.76)  (8.36) 

% shares foreign investors  -0.022*** -0.016*** -0.017***  0.001*** 

  (-7.33) (-4.90) (-5.33)  (5.10) 

% shares institutional investors  -0.035*** -0.043*** -0.039***  0.004*** 

  (-7.24) (-7.38) (-6.54)  (11.53) 

% shares largest investor  0.005 0.002 0.002  0.000 

  (0.78) (0.25) (0.23)  (0.12) 

Herfindahl Top 10 investors  0.000 0.000* 0.000*  -0.000*** 

  (0.98) (1.88) (1.90)  (-2.96) 

Djankov ADRI   -0.253 0.769***  -0.030 

   (-1.36) (2.70)  (-1.38) 

Djankov ASDI   -0.513 2.887**  -0.264*** 

   (-0.60) (2.21)  (-3.01) 

GDP per capita   -0.000*** -0.000***  0.000*** 

   (-4.80) (-4.74)  (6.50) 

Market cap/GDP   0.000 -0.004***  0.000*** 

   (1.07) (-3.53)  (3.48) 

Rule of law   0.591 0.380  -0.030 

   (1.29) (0.75)  (-0.97) 

Sub-continent FE No No No Yes  Yes 

Djankov legal origin dummies No No Yes Yes  Yes 

Largest investor type dummies No Yes Yes Yes  Yes 

Year FE Yes Yes Yes Yes  Yes 

Industry FE Yes Yes Yes Yes  Yes 

Observations 39,193 27,479 25,679 25,679  25,679 

Adjusted R-squared 0.024 0.051 0.085 0.091  0.171 
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Table IA.17: Trust and votes cast - Excluding Scandinavia (country-clustered SEs) 
This table reports the results from OLS regressions of % Votes cast on Trust (which is the trust level of the country where the 

firm has its headquarters), firm characteristics, ownership characteristics, and country characteristics. These regressions are run 

on a limited sample which excludes Scandinavian countries. % Votes cast is the average percentage of votes cast irrespective 

of the concrete voting decision at a given shareholder meeting. Trust is the proportion of people agreeing that ‘most people can 

be trusted’ against the alternative that ‘you can’t be too careful in dealing with people’. All regressions include a constant (not 

reported). All variables are defined in Appendix A. Robust t-statistics (in parentheses) are based on standard errors clustered 

by country. All specifications include year- and industry-fixed effects. The large investor type dummies are bank, corporation, 

family, government, institutional shareholder and management. Legal origins are English, French, and German. ***, **, * 

denote statistical significance at the 1%, 5% and 10% level, respectively. 
 

Dep. variables: % Votes cast 

 (1) (2) (3) (4) 

     

Trust -42.494*** -36.816*** -27.593* -31.702*** 

 (-12.18) (-9.10) (-1.97) (-3.40) 

3-year avg ROE  3.700*** 3.073*** 2.988*** 

  (3.81) (6.63) (7.32) 

Firm age  0.038 0.018 0.022 

  (1.46) (0.64) (0.90) 

Leverage  -2.613*** -2.355** -1.435* 

  (-2.97) (-2.67) (-1.84) 

Ln(market cap)  1.607** 2.193*** 2.252*** 

  (2.68) (7.73) (9.17) 

MTB  0.001 0.002 0.001 

  (0.72) (0.31) (0.18) 

Special meeting  -4.658*** -3.832*** -3.280*** 

  (-4.04) (-4.26) (-4.46) 

Stock return  -1.046*** -0.677* -0.591* 

  (-3.28) (-1.89) (-1.72) 

% free float  -0.257*** -0.257*** -0.266*** 

  (-9.76) (-10.22) (-13.27) 

% shares foreign investors  0.111* 0.108* 0.109* 

  (1.97) (1.86) (1.77) 

% shares institutional investors  -0.256*** -0.289*** -0.282*** 

  (-2.88) (-3.30) (-3.11) 

% shares largest investor  -0.001 0.028 0.026 

  (-0.03) (0.91) (0.95) 

Herfindahl Top 10 investors  0.001*** 0.001** 0.001** 

  (3.26) (2.58) (2.40) 

Djankov ADRI   4.248* -1.600 

   (1.87) (-0.90) 

Djankov ASDI   14.412 5.112 

   (0.92) (0.59) 

GDP per capita   0.000 0.000* 

   (1.59) (1.94) 

Market cap/GDP   -0.013* 0.000 

   (-1.80) (0.02) 

Rule of law   -4.137 4.362* 

   (-0.98) (1.83) 

Sub-continent FE No No No Yes 

Djankov legal origin dummies No No Yes Yes 

Largest investor type dummies No Yes Yes Yes 

Year FE Yes Yes Yes Yes 

Industry FE Yes Yes Yes Yes 

Observations 20,277 13,793 13,126 13,126 

Adjusted R-squared 0.222 0.411 0.438 0.459 
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Table IA.18: Trust and management “for” votes - Excluding Scandinavia  

(country-clustered SEs) 
This table reports the results from OLS regressions of % Mgmt. “for” votes on Trust (which is the trust level of the country 

where the firm has its headquarters), firm characteristics, ownership characteristics, and country characteristics. These 

regressions are run on a limited sample which excludes Scandinavian countries. % Mgmt. “for” votes is the average percentage 

of votes cast in support of management-initiated proposals at a given shareholder meeting. Dissent is an indicator variable, 

which equals one if the variable % Mgmt. “for” votes takes a value in the first quartile of its distribution, and zero otherwise. 

Trust is the proportion of people agreeing that ‘most people can be trusted’ against the alternative that ‘you can’t be too careful 

in dealing with people’. All regressions include a constant (not reported). All variables are defined in Appendix A. Robust t-

statistics (in parentheses) are based on standard errors clustered by country. All specifications include year- and industry-fixed 

effects. The large investor type dummies are bank, corporation, family, government, institutional shareholder and management. 

Legal origins are English, French, and German. ***, **, * denote statistical significance at the 1%, 5% and 10% level, 

respectively. 

Dep. Variables: % Mgmt. “for” votes  Dissent 

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

       

Trust 5.775** 4.360* 3.945 12.043***  -0.926*** 

 (2.02) (1.82) (1.53) (6.95)  (-5.57) 

3-year avg ROE  0.415 0.010 -0.019  -0.015 

  (1.37) (0.05) (-0.09)  (-1.37) 

Firm age  -0.009* 0.002 0.003  -0.000 

  (-1.95) (0.64) (0.89)  (-0.04) 

Leverage  0.085 -0.368 -0.453  -0.006 

  (0.19) (-1.08) (-1.39)  (-0.32) 

Ln(market cap)  0.130 -0.023 -0.053  0.023*** 

  (1.01) (-0.25) (-0.62)  (3.51) 

MTB  0.000 -0.000 -0.000  -0.000 

  (0.72) (-0.29) (-0.22)  (-0.64) 

Special meeting  -0.301 -0.766* -0.728*  0.003 

  (-0.60) (-1.94) (-1.82)  (0.09) 

Stock return  0.412** 0.397** 0.408**  -0.024*** 

  (2.36) (2.69) (2.73)  (-2.97) 

% Free float  -0.034*** -0.021*** -0.023***  0.002*** 

  (-3.60) (-6.39) (-5.44)  (6.15) 

% shares foreign investors  -0.022*** -0.016** -0.017***  0.001 

  (-5.05) (-2.56) (-2.92)  (1.62) 

% shares institutional investors  -0.035** -0.043*** -0.039***  0.004*** 

  (-2.22) (-3.11) (-3.00)  (3.67) 

% shares largest investor  0.005 0.002 0.002  0.000 

  (0.53) (0.20) (0.20)  (0.08) 

Herfindahl Top 10 investors  0.000 0.000 0.000  -0.000* 

  (0.87) (1.53) (1.58)  (-1.94) 

Djankov ADRI   -0.253 0.769***  -0.030 

   (-0.75) (2.95)  (-1.22) 

Djankov ASDI   -0.513 2.887**  -0.264** 

   (-0.31) (2.40)  (-2.65) 

GDP per capita   -0.000*** -0.000***  0.000*** 

   (-2.84) (-4.18)  (4.19) 

Market cap/GDP   0.000 -0.004***  0.000** 

   (0.57) (-2.85)  (2.08) 

Rule of law   0.591 0.380  -0.030 

   (0.79) (0.69)  (-0.71) 

Sub-continent FE No No No Yes  Yes 

Djankov legal origin dummies No No Yes Yes  Yes 

Largest investor type dummies No Yes Yes Yes  Yes 

Year FE Yes Yes Yes Yes  Yes 

Industry FE Yes Yes Yes Yes  Yes 

Observations 39,193 27,479 25,679 25,679  25,679 

Adjusted R-squared 0.024 0.051 0.085 0.091  0.171 
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Table IA.19: Monitoring intensity and CEO compensation 
This table reports the OLS regression results of total compensation, Cash to total compensation and cash compensation on Trust, Low votes cast, and the interaction term Trust * Low votes cast 

(columns (1) to (4)). This table also reports the OLS regression results of total compensation, Cash to total compensation and cash compensation on Trust, High mgmt. “for” votes, and the interaction 

term Trust * High mgmt. “for” votes (columns (5) to (8)). All regressions include firm characteristics, ownership characteristics, and country characteristics as control variables. Firm, ownership, and 

country controls (not displayed) are similar to those used in Table 3. High mgmt. “for” votes is an indicator variable, which takes the value one if % Mgmt. “for” votes is larger than its sample median 

value, and zero otherwise. Low votes cast is an indicator variable, which takes the value 1 if % Votes cast is smaller than its sample median value, and zero otherwise. Trust is the proportion of people 

agreeing that ‘most people can be trusted’ against the alternative that ‘you can’t be too careful in dealing with people’. All regressions include a constant (not reported). All variables are defined in 

Appendix A. Robust t-statistics (in parentheses) are based on standard errors clustered by firm. All specifications include year- and industry-fixed effects. The large investor type dummies are bank, 

corporation, family, government, institutional shareholder and management. Legal origins are English, French, and German. ***, **, * denote statistical significance at the 1%, 5% and 10% level, 

respectively. 

     % Votes cast  % Mgmt. “for” votes 

 
Total 

compensation 

Cash to total 

compensation 

Cash 

compensation 

 Total 

compensation 

Cash to total 

compensation 

Cash 

compensation 
 

Total 

compensation 

Cash to total 

compensation 

Cash 

compensation 

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

            

Trust -0.778 0.084* -0.040  -0.170 0.049 -0.194  -0.629 0.037 0.417 

 (-1.04) (1.84) (-0.14)  (-0.15) (0.72) (-0.42)  (-0.65) (0.70) (1.20) 

Low votes cast     0.211 -0.002 0.113     

     (0.90) (-0.09) (1.09)     

Trust * Low votes cast     -0.592 0.034 -0.259     

     (-1.18) (0.82) (-1.17)     

High mgmt. “for“ votes         -0.027 0.010 0.048 

         (-0.17) (0.68) (0.74) 

Trust * High m. “for“ votes         0.178 -0.007 -0.176 

         (0.52) (-0.24) (-1.22) 

Firm controls Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Ownership controls Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Country controls Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Djankov legal origin 

dummies 

Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Largest investor dummies Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Year FE Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Industry FE Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Observations 12,136 12,113 12,104  4,328 4,311 4,312  9,660 9,640 9,634 

Adj. R-squared 0.334 0.218 0.355  0.307 0.211 0.345  0.334 0.256 0.344 
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Table IA.20: Monitoring intensity and CEO compensation (country-clustered SEs) 
This table reports the OLS regression results of total compensation, Cash to total compensation and cash compensation on Trust, Low votes cast, and the interaction term Trust * Low votes cast 

(columns (1) to (4)). This table also reports the OLS regression results of total compensation, Cash to total compensation and cash compensation on Trust, High mgmt. “for” votes, and the interaction 

term Trust * High mgmt. “for” votes (columns (5) to (8)). All regressions include firm characteristics, ownership characteristics, and country characteristics as control variables. Firm, ownership, and 

country controls (not displayed) are similar to those used in Table 3. High mgmt. “for” votes is an indicator variable, which takes the value one if % Mgmt. “for” votes is larger than its sample median 

value, and zero otherwise. Low votes cast is an indicator variable, which takes the value one if % Votes cast is smaller than its sample median value, and zero otherwise. Trust is the proportion of 

people agreeing that ‘most people can be trusted’ against the alternative that ‘you can’t be too careful in dealing with people’. All regressions include a constant (not reported). All variables are defined 

in Appendix A. Robust t-statistics (in parentheses) are based on standard errors clustered by country. All specifications include year- and industry-fixed effects. The large investor type dummies are 

bank, corporation, family, government, institutional shareholder and management. Legal origins are English, French, and German. ***, **, * denote statistical significance at the 1%, 5% and 10% 

level, respectively. 

     % Votes cast  % Mgmt. “for” votes 

 
Total 

compensation 

Cash to total 

compensation 

Cash 

compensation 

 Total 

compensation 

Cash to total 

compensation 

Cash 

compensation 
 

Total 

compensation 

Cash to total 

compensation 

Cash 

compensation 

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

            

Trust -0.778 0.084 -0.040  -0.170 0.049 -0.194  -0.629 0.037 0.417 

 (-0.75) (0.53) (-0.09)  (-0.14) (0.35) (-0.41)  (-0.51) (0.18) (0.81) 

Low votes cast     0.211 -0.002 0.113     

     (0.70) (-0.06) (0.85)     

Trust * Low votes cast     -0.592 0.034 -0.259     

     (-0.85) (0.66) (-0.99)     

High mgmt. “for“ votes         -0.027 0.010 0.048 

         (-0.10) (0.34) (0.80) 

Trust * High m. “for“ votes         0.178 -0.007 -0.176 

         (0.32) (-0.14) (-1.33) 

Firm controls Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Ownership controls Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Country controls Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Djankov legal origin 

dummies 

Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Largest investor dummies Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Year FE Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Industry FE Yes Yes Yes  Yes Yes Yes  Yes Yes Yes 

Observations 12,136 12,113 12,104  4,328 4,311 4,312  9,660 9,640 9,634 

Adj. R-squared 0.334 0.218 0.355  0.307 0.211 0.345  0.334 0.256 0.344 

 


