Appendix: Variable Descriptions
	Code
	Name
	Definition

	Dependent Variable
	
	

	UNDERFUND
	Corporate pension underfunding level
	Pension liabilities minus the fair value of pension assets divided by firm total assets:


	Main Independent Variable
	
	

	EPU
	Economic Policy Uncertainty (Overall)
	Log transformation of BBD Index
(Overall)

	
EPU_NEWS
	
Economic Policy Uncertainty (News)
	
Log transformation of BBD Index
(News)

	
EPU_GOVDIS
	
Economic Policy Uncertainty (Government disagreement on fiscal and monetary policies)
	
Log transformation of BBD Index (Government disagreement on fiscal and monetary policies)

	
EPU_CPI
	
Economic Policy Uncertainty (Inflation)
	
Log transformation of BBD Index
(Inflation)

	
EPU_TAX
	
Economic Policy Uncertainty (Tax Codes)
	
Log transformation of BBD Index
(Tax Codes)

	Pension Characteristics Variable
	

	PENSION_RETURN
	Pension actual return on plan assets
	Compustat item: PBARAT

	
	
	

	PENSION_BETA


ASSET_PENSION

LIABILITY_PENSION

DISCOUNT RATE

	The beta of pension asset investment portfolio


The natural logarithm of the fair value of plan assets

The natural logarithm of the fair value of plan liabilities

Discount rate actuarial assumption

	1×pension asset allocation equity+0.175×pension asset allocation debt+ 0.15 ×pension asset allocation real estate + 1.2×pension asset allocation other

Natural logarithm of fair value of plan assets (PPLAO), in millions.

Natural logarithm of fair value of plan assets (PBPRO), in millions

Compustat item: PBARR

	UNDERFUND_PPA
	Dummy variables equal to 1 if the funding status worsens beyond the thresholds set by the PPA
	Pension Protection Act (PPA) of 2006 regulation introduced a transition rule stating that a funding shortfall amortization does not have to be paid if the fund's assets equal or exceed 92% of the funding target for 2008, 94% for 2009, 96% for 2010, and 100% after 2011.

	
	
	

	UNDERFUND_80pct
	Dummy variables equal to 1 if the funding status worsens beyond the thresholds set by the PBGC
	The Pension Benefit Guarantee Corporation (PBGC) sets the threshold for pension funds "at-risk" at 80% funding status. 

	
	
	

	FREEZE
	Dummy variable with a value of 1 if a firm has frozen its pension plans, and 0 otherwise
	Department of Labour, Form 5500

	
	
	

	EQUITY ALLOCATION

	The proportion of pension assets invested in equity securities
	Compustat item “PNATE”

	
	
	

	PENSION BETA
	The beta of the pension investment portfolio
	1×pension asset allocation equity+0.175×pension asset allocation debt+ 0.15 ×pension asset allocation real estate + 1.2×pension asset allocation other, following Bartram (2018)

	
	
	

	CASH CONTRIBUTION
	Employers’ cash contribution amount
	Form 5500-CRR database

	
	
	

	
	
	

	MANDAT_CONTRI_HIGH
	The firm’s mandatory contributions to corporate pension funds

	For  years  before  2008,  computed  as  (ppsc+ (pbaco- pplao)/30),  if  PBO>FVPA,  and  0  otherwise;  for  years beginning or later, computed as (ppsc+ (pbaco- pplao)/7), if pbaco>pplao, and 0 otherwise

	
	
	

	Firm Characteristics Variable
	

	CASH
	Firm’s cash position
	Cash divided by total assets:



	EARNVOL
	Earnings volatility
	Standard deviation of quarterly earnings (Compustat item “EPSPIY”) in the previous four years


	LEVERAGE
	Leverage
	Total debt divided by total assets:



	PPE
	Asset tangibility
	Tangible assets divided by total assets:
Compustat item: PPENT/


	Z_SCORE
	Financial distress risk
	Z_SCORE=


	MTB
	Market-to-Book Ratio
	Market value of assets (book value of assets – book value of equity (CEQ)+market value of equity (common shares outstanding (CSHO)×closing share price at the end of the fiscal year (PRCC_F) – deferred taxes (TXDB) over book value of assets


	ROA
	Return on assets
	Net income over book value of assets:
Compustat item: NI/


	SIZE
	Firm size
	Natural logarithm of the book value of total assets: Log ()


	OP_CF

INVEST_CF

	Operating cash flow

Operating cash flow

	Operating cash flow plus pension contributions, scaled by total assets.

Net cash flows received from investing activities from the statement of cash flows, scaled by total assets.


	FINANCING_CF


INTEREST_COVERAGE

T-BOND
	Financing cash flow


Interest Coverage

Average 30-year T-bond rate for the year
	Net cash flows received from financing activities from the statement of cash flows, scaled by total assets.

Interest expense, scaled by operating income before depreciation.

Fixed Income Security Market


	INSTOWNERSHIP
	Institutional Ownership
	Total institutional ownership based on 13(f) filings recorded in Thomson Reuters Institutional Holdings database.


	SALES_GROWTH
	Growth in sales revenue
	

	
	
	

	LEV_LONG
	Long term debt position
	Compustat item: DLTT/(PRCC_F×CSHO.

	
	
	

	NEG_EQUITY
	Negative Equity
	Dummy variable that equals 1 if the firm’s total equity is negative, and 0 otherwise


	MARKET CAP
	Market capitalization of the firm’s equity
	Market capitalization of the firm’s equity, computed as PRCC_F×CSHO

	
	
	

	NO. EMPLOYEES
	Number of employees of a firm
	Compustat item: “EMP”

	
	
	

	Macroeconomic Control Variables
	

	EX_GDPGROWTH
	Expected GDP Growth
	The percentage change between the annual mean one-year-ahead GDP forecasts from the Philadelphia Federal Reserve's biannual Livingstone survey
https://www.philadelphiafed.org/surveys-and-data/real-time-data-research/livingston-historical-data

	
ECONOMIC_INDEX
	
Leading Economic Index
	
The Conference Board's monthly Leading Economic Index, which is based on ten macroeconomic indicators
https://data-central.conference-board.org/


	REAL_GDPGROWTH
	Real GDP Growth Rates
	The real GDP growth rates from the World Bank's World Development Indicator
https://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG


	CONSUMER_CONFID
	Consumer Confidence
	The Michigan Consumer Confidence Index from the University of Michigan
http://www.sca.isr.umich.edu/


	ELECYEAR
	Election Year Dummy
	Dummy variable indicating the presidential election years


	GDPDIS
	GDP Dispersion
	Log transformation of GDP Dispersion, the coefficient of variation of GDP forecasts
https://www.philadelphiafed.org/surveys-and-data/real-time-data-research/livingston-survey

	
SDPROFIT
	
Profit Volatility
	
Log transformation of profit growth, the annual cross-sectional standard deviation of the growth in firm profit


	VXO
	Implied Volatility
	Log transformation of VXO index, the implied volatility from the Chicago Board Options Exchange


	SDRETURN
	Return Volatility
	The yearly historical stock return volatility, i.e., the standard deviation of monthly stock returns in previous twelve months


	JLN
	Jurado et al. (2015)‘s Index
	Log transformation of JLN aggregate uncertainty index
https://www.openicpsr.org/openicpsr/project/112951/version/V1/view

	
CFNAI
	
The Chicago Fed National Activity Index
	
Measure current economic activity and inflationary pressure based on 85 monthly economic indicators.
https://www.chicagofed.org/research/data/cfnai/historical-data

	
RATE SPREAD
	
Proxy for market liquidity using the spread between Baa rated bonds and the Federal Funds rate
	
To match the annual frequency of the firm-level data, we use calendar-year averages of this (monthly) spread variable. Data is available from the St. Louis FED.


	Shiller’s CAPE RATIO
	
	The cyclically adjusted price earnings (CAPE) ratio developed by Robert Shiller
http://www.econ.yale.edu/~shiller/data.htm

	
	
	

	STATE_GDP
	State GDP growth rate
	U.S. Bureau of Economic Analysis
https://www.bea.gov/data/gdp/gdp-state

	
	
	

	STATE_UNEMPLOY
	State unemployment rate
	U.S. Bureau of Labor Statistics

	
	
	https://www.bls.gov/lau/tables.htm#cityaa

	DiD and IV variables
	
	

	GUBER_ELECT
	Dummy variable of 1 if year t is a gubernatorial election year for a given firm i headquartered in a state, and 0 otherwise
	Carl Klarner Dataverse

	
	
	

	PC5%_MARGIN
	Dummy variable of 1 if, in year t, there is a gubernatorial election in which the winning margin is 5% or less for a given firm i's state, and it is 0 otherwise.
	Congressional Quarterly Press Electronic Library

	
	
	

	PCT5%_MARGIN 
	The ratio of assets held by firms located in states experiencing gubernatorial elections won by a margin of 5% or less, scaled by the total assets of all firms across all states in a given year
	Congressional Quarterly Press Electronic Library

	
	
	

	NOINCUM
	Dummy variable of 1 if, in year t, there is a gubernatorial election in which the incumbent does not run for re-election due to term limits in a given firm i's state, and it is 0 otherwise.
	Congressional Quarterly Press Electronic Library

	
	
	

	PCT_NOINCUM
	The proportion of assets held by firms situated in state-years with gubernatorial elections where the incumbent does not seek re-election due to term limits, relative to the total assets of all firms across all states in a given year.
	Congressional Quarterly Press Electronic Library

	
	
	

	POLAR
	The difference in the first dimension of the DW-NOMINATE scores between the Republican and Democratic parties. 
	https://voteview.com/data
https://legacy.voteview.com/dwnomin.htm


	
	
	

	Moderation Analysis Variables
	

	DIVIDEND
	Dividend payout, including cash dividend and share repurchase
	Common stock dividends plus stock repurchases divided by lagged total assets:
.


	FIRM_AGE
	The history of a firm
	Log transformation of the number of years since the year of a firm’s incorporation or founding


	CEO_TOTAL_PAY
	CEO total annual compensation
	Log transformation of Total compensation, Execucomp item: TDC1


	SP500 RETURN
	Market Return
	Value-Weighted Return incl. dividends, CRSP data item "VWRETD ").


	SALES
	Sales Revenue
	Natural logarithm of sales (Compustat item: “SALE”)


	RET_STOCK
	Stock Return
	Stock return over the last fiscal year ((PRCC_F/AJEX + DVPSX_F/ AJEX)/(lag(PRCC_F)/lag(AJEX))-1)


	UNION


CASHMATRIC


SHORT_TERM


CORCULTURE

SOCIALCAP
	Industry median unionization rate


CEO’s compensation depends on operating cash flow


Institutional investor horizon—Short-term


Corporate Culture with respect of employee teamwork

Social capital, captured by secular norms and social networks surrounding corporate headquarters.
	Union Membership and Coverage Database: http://www.unionstats.com/


ISS - Incentive Lab


Bushee’s Institutional Investor Classification Data
https://accounting-faculty.wharton.upenn.edu/bushee/

Firm-level measure of corporate culture with respect to teamwork.

The Northeast Regional Center for Rural Development (NRCRD) at the Pennsylvania State University
https://aese.psu.edu/nercrd/community/social-capital-resources


	EDF
	Expected defaulted frequency, proxy for financial distress
	A cumulative standard normal distribution of distant-to-default (DD) which is based on Merton (1974) structural distance-to-default model.

	INFOASY
	Information Asymmetric Index
	The average percentile rankings of firm size, Tobin’s Q, research and development expenses, number of shareholders, analyst coverage and analyst earnings forecast errors. 
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