
A Internet Appendix

I.A Discussion of special and Louisiana gubernatorial elections

There are four special elections during our sample period: California (2003), Utah

(2010), West Virginia (2011), and Wisconsin (2012). These elections include two recall

elections: California (2003) and Wisconsin (2012). We consider the circumstances and

timing of each election and choose to only include the Utah election in our sample.

We choose to include the Utah special election in our sample because there was

ample warning of an impending special election�e�ectively, the election followed the same

general time line as a regularly-scheduled gubernatorial election. Additionally, the election

was su�ciently early that the pre- and post-election periods are clearly de�ned. A special

election was held in Utah in 2010 after Governor Jon Huntsman resigned in 2009 to

become the U.S. Ambassador to China.1 The special election took place on November 2,

2010. Utah then held its next regularly-scheduled gubernatorial election two years later, in

November, 2012. The next gubernatorial election in that state will be in 2016.

We omit the 2011 West Virginia special gubernatorial election from our sample

because it resulted in two back-to-back elections, in 2011 and 2012. Since we de�ne pre-

and post-election periods on an annual basis, this results in the de�nition of 2011 as both a

pre-election year and an election year; 2012 is both an election year and a post-election

year. Governor Joseph Manchin III resigned to become a Senator in 2010. A special

election was held in November, 2011, and was followed by the regularly-scheduled

gubernatorial election in 2012. In the robustness section, we also re-estimate our results

omitting all observations from West Virginia in 2011 and 2012. Our results are robust to

omitting both the 2011 and 2012 West Virginia gubernatorial elections.

The special elections in California in 2003 and Wisconsin in 2012 were recall

elections, meaning that the constituents forced an election in which they could replace the

sitting governor earlier than the regularly-scheduled gubernatorial election. One important

reason we use gubernatorial elections as our source of political uncertainty is because they

are pre-scheduled, so �rms can observe the timing of the election and plan mergers

accordingly. Because of the uncertainty surrounding the timing of the recall elections, we

omit them from our sample.

In California, a formal recall petition was started on March 25, 2003.2 The timing of

1Information from the Utah historic archives, maintained by the Utah Department of Administrative
Services, Division of Archives & Records Service.

2Information from the California Secretary of State web page, Statewide Special Election � FAQs About
Recalls, October 7, 2003.
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the recall election depended on when enough signatures (897,158 were needed to force a

recall election) were collected. If the necessary signature were collected and certi�ed by

September 3, 2003, the election would have been held on October 7, 2003. If the signatures

were collected and certi�ed after September 4, 2003, the election would have been held on

March 2, 2004. Even after enough signatures were collected and veri�ed, and the election

scheduled for October 7th, legal wrangling threatened to postpone the election to March.

On September 15th, a federal appeals court, a three-judge panel of the United States Court

of Appeals for the Ninth Circuit, postponed the election to March over concerns about

punch-card voting machines.3 An eleven judge panel then over-turned this ruling on

September 23rd, so the recall election could proceed only two weeks later. Opponents chose

not to appeal the ruling to the U.S. Supreme Court.4 However, had opponents appealed, or

threatened to appeal, the timing of the election would have become even more uncertain.

Results of the 2003 California recall election were �nalized by mid-November, and the

election resulted in Governor Gray Davis being replaced by Governor Arnold

Schwarzenegger.

The uncertainty of the timing of the 2012 Wisconsin recall election was similar to

that seen in California in 2003. Controversy over the policies of Governor Scott Walker,

elected in Wisconsin in 2010, erupted shortly after he took o�ce and culminated in an

e�ort to recall him beginning approximately one year after he was elected, in November of

2011. On March 15, 2012, a judge in Wisconsin postponed an election from May 29, 2012

to June 5, 2012 by giving the Government Accountability Board (GAB) additional time to

review and verify recall petition signatures.5 Governor Walker won the recall election,

which was held on June 5, 2012, and was subsequently re-elected in 2014.

3�Court Delays Recall Vote in California; Faulty Ballots Cited,� by Dean E. Murphy, September 15, 2003,
The New York Times

4�U.S. Appeals Court Puts Recall In California Back on Schedule,� by Dean E. Murphy, September 24,
2003, The New York Times

5�Judge OKs petition review extension, June 5 recall election,� by Dee J. Hall, March 15, 2012, Wisconsin
State Journal

60



I.B Alternate identi�cation of �rms' states of headquarters

To identify states of operations, we follow the methods in García and Norli (2012).

For Q1 of each year, we collect 10-K statements for each �rm in our sample for which they

are available. Then, we count the number of times each state name (e.g., New York)

appears in the document. We do not include abbreviations (e.g., NY) and a number of

variations on state names that do not necessarily indicate state of operations. For example,

Bank of state name, state name River, University of state name, and state name University

are excluded from these counts.

In Figure IA.1, we replace the SDC-identi�ed state of headquarters with the

most-commonly-appearing state from our 10-K analysis. For comparison, the �rst panel

shows our results without this replacement (also in Figure 2). Approximately 50% of the

time, the most-commonly-appearing state in the 10-Ks is the state of headquarters. For

some states, there is a tie in which state appears most frequently. To identify a state of

operations, we use three di�erent ways to break the tie: �rst state name alphabetically, last

state name alphabetically, and a random draw of state name. These results appear in the

other three panels of Figure IA.1.

Results in Figure IA.1 show that, if we link �rms to states of operations as identi�ed

in 10-Ks instead of SDC states of headquarters, our results strengthen. Generally, results

examining target counts remain fairly similar to the results in Figure 2. However, we see a

greater increase in acquirer counts pre-election and a more pronounced decline in acquirer

counts around elections.

In Figure IA.7, we limit our analysis to public �rms, as we only have 10-Ks for

public �rms. We continue to see that replacing SDC-identi�ed states of headquarters with

10-K-identi�ed states of operation strengthens pre-election results. Acquirer counts around

elections are slightly lower with states of operations. However, the results are fairly similar

to those we obtain in the �rst panel using SDC data. We interpret these results with

caution, however, as limiting our sample to public acquirers only does cause this sample to

di�er from that we examine in our paper.
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I.C Auxiliary tables and �gures

List of tables and �gures:

• Figure IA.1 − re-estimation of main results using 10-K state count for �rm location

identi�cation.

• Figure IA.2 − re-estimation of main results in monthly data.

• Figure IA.3 − re-estimation of main results in only-acquirer-election or

only-target-election subsamples.

• Figure IA.4 − re-estimation of main results using election closeness to measure

uncertainty.

• Figure IA.5 − re-estimation of main results with public and private acquirers and

targets.

• Figure IA.6 − re-estimation of main results including additional state-level

macroeconomic controls.

• Figure IA.7 − re-estimation of results using 10K state count for �rm location

identi�cation for public �rms only.

• Table IA.1 − state-level acquirer and target counts.

• Table IA.2 − same-state and cross-state estimation results.

• Table IA.3 − re-estimation of main results in only-target-election subsample.

• Table IA.4 − re-estimation of main results in only-acquirer-election subsample.

• Table IA.5 − e�ect of political uncertainty on state-quarter aggregate deal value.

• Table IA.6 − re-estimation of aggregate value results for small and large acquirers.

• Table IA.7 − re-estimation of main results for small and large deals.

• Table IA.8 − re-estimation of main results for small and large deal size relative to

acquirer size.

• Table IA.9 − re-estimation of main results for small and large acquirer size.

• Table IA.10 − re-estimation of main results for rated and unrated acquirers.

• Table IA.11 − re-estimation of main results for serial and non-serial acquirers.

• Table IA.12 − re-estimation of main results for deals paid in all cash or all stock.

• Table IA.13 − re-estimation of main results for public and private targets and

acquirers.

• Table IA.14 − auxiliary summary statistics for deals withour missing payment type

data.

• Table IA.15 − re-estimation of main results for 1990 to 2016 data.

• Table IA.16 − results from regressions for payment type variables.

• Table IA.17 − regressions for percentage of deal paid for in equity for serial and
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non-serial acquirers around elections.
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Figure IA.3: Re-estimation of main results in only-acquirer-election or only-target-election subsamples.

Plot of discrete e�ects (i.e., the di�erence in acquisitions from the baseline level predicted by the hurdle model) calculated
using estimates from state-quarter acquisition observations in which the acquirer faces an election but the chosen target
does not (top plot) and in which the chosen target faces an election but the acquirer does not (bottom plot). Coe�cient
estimates for the top plot are presented in Table IA.3, and estimates for bottom plot are presented in Table IA.4.
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Table IA.3: Re-estimation of main results in only-target-election subsample. Estimates from
a hurdle model for the sample of 4,059 state-quarter M&A observations from 1986 to 2016 from 33
states for which there is not an election in the state of headquarters of the acquirer. The dependent
variables are the number of acquirers (columns 1 to 6) and targets (columns 7 to 12) in each state-
quarter. Coe�cients are combined estimates on YEAR_BEFORE, ELECTION, or YEAR_AFTER
and an interaction between YEAR_BEFORE, ELECTION, or YEAR_AFTER and the appropriate
quarter, with the quarter interaction labeled by row. Coe�cients are presented for both stages of
the hurdle model. The �rst stage estimates the propensity of observations to be greater than zero (a
negative coe�cient means a variable is associated with a greater probability of no M&A activity), and
the second stage estimates a count model (a negative coe�cient means a lower number of acquirers per
state-quarter, for example, is associated with a variable). Estimates for 6 quarters before, the quarter of
(in bold), and four quarters after the election are presented. Discrete e�ects reported are calculated as
the average predicted acquirer activity in election year-quarters, relative to non-election year-quarters,
with control variables held at their sample averages, and are directly comparable to the sample averages
reported in Table 1. We include as controls a presidential election year and quarter interaction, quarter
�xed e�ects, state �xed variables, year �xed e�ects, and beginning of the period values of the VIX and
baseline EPU indexes. Signi�cance levels are: ∗p<0.05; ∗∗p<0.01; ∗∗∗p<0.001.

Dep. var: Acquirers
Zero model Count model Discrete e�ect

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

YEAR_BEFORE × Q2 0.43 0.29 −0.03 0.03 −0.02 0.06
YEAR_BEFORE × Q3 0.58 0.31 0.01 0.03 0.12∗ 0.06
YEAR_BEFORE × Q4 0.13 0.30 0.02 0.03 0.08 0.07
ELECTION × Q1 −0.92∗∗∗ 0.25 −0.69∗∗∗ 0.06 −1.71∗∗∗ 0.08
ELECTION × Q2 −1.23∗∗∗ 0.24 −0.65∗∗∗ 0.06 −1.74∗∗∗ 0.08
ELECTION × Q3 −1.46∗∗∗ 0.24 −0.73∗∗∗ 0.06 −1.90∗∗∗ 0.09
ELECTION × Q4 −0.92∗∗∗ 0.25 −0.73∗∗∗ 0.06 −1.76∗∗∗ 0.07
YEAR_AFTER × Q1 −0.28 0.28 −0.13∗∗∗ 0.04 −0.38∗∗∗ 0.07
YEAR_AFTER × Q2 −0.04 0.28 −0.08∗ 0.04 −0.22∗∗ 0.07
YEAR_AFTER × Q3 −0.03 0.29 −0.06 0.04 −0.15∗ 0.07
YEAR_AFTER × Q4 −0.22 0.29 −0.05 0.04 −0.18∗ 0.08
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Table IA.4: Re-estimation of main results in only-acquirer-election subsample. Estimates
from a hurdle model for the sample of 4,059 state-quarter M&A observations from 1986 to 2016 from
33 states for which there is not an election in the state of headquarters of the target. The dependent
variables are the number of acquirers (columns 1 to 6) and targets (columns 7 to 12) in each state-
quarter. Coe�cients are combined estimates on YEAR_BEFORE, ELECTION, or YEAR_AFTER
and an interaction between YEAR_BEFORE, ELECTION, or YEAR_AFTER and the appropriate
quarter, with the quarter interaction labeled by row. Coe�cients are presented for both stages of
the hurdle model. The �rst stage estimates the propensity of observations to be greater than zero (a
negative coe�cient means a variable is associated with a greater probability of no M&A activity), and
the second stage estimates a count model (a negative coe�cient means a lower number of acquirers per
state-quarter, for example, is associated with a variable). Estimates for 6 quarters before, the quarter
of (in bold), and four quarters after the election are presented. Discrete e�ects reported are calculated
as the average predicted target activity in election year-quarters, relative to non-election year-quarters,
with control variables held at their sample averages, and are directly comparable to the sample averages
reported in Table 1. We include as controls a presidential election year and quarter interaction, quarter
�xed e�ects, state �xed variables, year �xed e�ects, and beginning of the period values of the VIX and
baseline EPU indexes. Signi�cance levels are: ∗p<0.05; ∗∗p<0.01; ∗∗∗p<0.001.

Dep. var: Targets
Zero model Count model Discrete e�ect

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

YEAR_BEFORE × Q2 0.59 0.32 −0.04 0.03 −0.05 0.05
YEAR_BEFORE × Q3 0.47 0.34 0.01 0.03 0.08 0.05
YEAR_BEFORE × Q4 −0.59 0.31 0.01 0.03 −0.05 0.08
ELECTION × Q1 −1.33∗∗∗ 0.26 −0.48∗∗∗ 0.06 −1.40∗∗∗ 0.08
ELECTION × Q2 −1.62∗∗∗ 0.26 −0.60∗∗∗ 0.06 −1.67∗∗∗ 0.08
ELECTION × Q3 −1.43∗∗∗ 0.26 −0.63∗∗∗ 0.06 −1.67∗∗∗ 0.07
ELECTION × Q4 −1.27∗∗∗ 0.27 −0.62∗∗∗ 0.06 −1.62∗∗∗ 0.07
YEAR_AFTER × Q1 −0.37 0.31 −0.05 0.04 −0.17∗∗ 0.07
YEAR_AFTER × Q2 −0.42 0.31 −0.00 0.04 −0.06 0.07
YEAR_AFTER × Q3 −0.70∗ 0.31 0.00 0.04 −0.11 0.08
YEAR_AFTER × Q4 0.26 0.37 −0.03 0.04 −0.07 0.06
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Table IA.5: E�ect of political uncertainty on state-quarter aggregate deal value. Estimates
from a heterogeneous tobit model for the full sample of 6,150 state-quarter M&A observations from
1986 to 2016. The dependent variables are the natural logarithm of one plus the dollars spent by
acquirers (columns 1 and 2) and on targets (columns 3 and 4) in each state-quarter. Coe�cients are
combined estimates on YEAR_BEFORE, ELECTION, or YEAR_AFTER and an interaction between
YEAR_BEFORE, ELECTION, or YEAR_AFTER and the appropriate quarter, with the quarter
interaction labeled by row. Estimates for 6 quarters before, the quarter of (in bold), and four quarters
after the election are presented. Discrete e�ects reported are calculated as the average predicted natural
logarithim of one plus dollar value of acquisitions by acquirer or target dollar election year-quarters,
relative to non-election year-quarters, with control variables held at their sample averages. We include
as controls a presidential election year and quarter interaction, quarter �xed e�ects, state �xed variables,
year �xed e�ects, and beginning of the period values of the VIX and baseline EPU indexes. Signi�cance
levels are: ∗p<0.05; ∗∗p<0.01; ∗∗∗p<0.001.

Dep. var: Acquirers Targets
Discrete e�ect Discrete e�ect

(1) (2) (3) (4)
estimate SE estimate SE

YEAR_BEFORE × Q2 0.01 0.14 −0.09 0.12
YEAR_BEFORE × Q3 0.01 0.14 0.03 0.13
YEAR_BEFORE × Q4 −0.00 0.14 0.07 0.13
ELECTION × Q1 −0.07 0.15 −0.08 0.13
ELECTION × Q2 −0.11 0.14 −0.20 0.13
ELECTION × Q3 −0.18 0.14 −0.23 0.13
ELECTION × Q4 −0.03 0.14 −0.13 0.13
YEAR_AFTER × Q1 −0.20 0.16 −0.19 0.14
YEAR_AFTER × Q2 −0.01 0.15 −0.12 0.15
YEAR_AFTER × Q3 0.03 0.15 0.01 0.14
YEAR_AFTER × Q4 −0.07 0.15 −0.22 0.14
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Table IA.6: Re-estimation of aggregate value results for small and large acquirers. Esti-
mates from a heterogeneous tobit model for the full sample of 4,059 state-quarter M&A observations
from 1986 to 2016 from 33 states for small acquirers (Panel A) and large acquirers (Panel B), in
which small and large are determined by comparing the acquirer's asset value to the sample median.
The dependent variables are one plus the natural logarithm of dollars spent by acquirers (columns 1
and 2) and on targets (columns 3 and 4) in each state-quarter. Coe�cients are combined estimates
on YEAR_BEFORE, ELECTION, or YEAR_AFTER and an interaction between YEAR_BEFORE,
ELECTION, or YEAR_AFTER and the appropriate quarter, with the quarter interaction labeled by
row. Estimates for 6 quarters before, the quarter of (in bold), and four quarters after the election are
presented. Discrete e�ects reported are calculated as the average predicted natural logarithim of one plus
dollar value of acquisitions by acquirer or target dollar election year-quarters, relative to non-election
year-quarters, with control variables held at their sample averages. We include as controls a presidential
election year and quarter interaction, quarter �xed e�ects, state �xed variables, year �xed e�ects, and
beginning of the period values of the VIX and baseline EPU indexes. Signi�cance levels are: ∗p<0.05;
∗∗p<0.01; ∗∗∗p<0.001.

Dep. var: Acquirers Targets
Discrete e�ect Discrete e�ect

(1) (2) (3) (4)
estimate SE estimate SE

Panel A. Deals by large acquirers
YEAR_BEFORE × Q2 0.12 0.26 −0.10 0.23
YEAR_BEFORE × Q3 0.04 0.27 −0.08 0.24
YEAR_BEFORE × Q4 −0.02 0.27 −0.11 0.24
ELECTION × Q1 −0.27 0.29 −0.27 0.24
ELECTION × Q2 −0.55∗ 0.27 −0.32 0.23
ELECTION × Q3 −0.56∗ 0.27 −0.43 0.24
ELECTION × Q4 −0.45 0.28 −0.30 0.24
YEAR_AFTER × Q1 −0.45 0.27 −0.38 0.26
YEAR_AFTER × Q2 −0.17 0.28 −0.14 0.25
YEAR_AFTER × Q3 0.01 0.29 −0.10 0.25
YEAR_AFTER × Q4 −0.11 0.28 −0.26 0.24

Panel B. Deals by small acquirers
YEAR_BEFORE × Q2 0.04 0.2 0.15 0.17
YEAR_BEFORE × Q3 0.1 0.18 0.32 0.16
YEAR_BEFORE × Q4 0.19 0.19 0.28 0.16
ELECTION × Q1 0.04 0.2 −0.02 0.17
ELECTION × Q2 −0.01 0.18 −0.13 0.16
ELECTION × Q3 −0.17 0.19 −0.25 0.17
ELECTION × Q4 −0.01 0.19 −0.16 0.17
YEAR_AFTER × Q1 −0.14 0.21 −0.21 0.17
YEAR_AFTER × Q2 −0.06 0.2 −0.16 0.18
YEAR_AFTER × Q3 −0.16 0.2 −0.14 0.18
YEAR_AFTER × Q4 0.09 0.19 0.05 0.17
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Table IA.14: Auxiliary summary statistics for deals withour missing payment type data. This
table presents summary statistics for deal characteristics for each of the subsamples in the three quarters
surrounding the election (election) and in the calendar year two years before an election (non-election).
Deal size is the a mean dollar amount of the acquisition, same state is the percent of deals in which
the acquirer and target are headquartered in the same state, all stock is the percent of deals funded
entirely using common stock, all cash is the percent of deals funded entirely using cash, and stock used
in the mean dollar amount of stock used in deals scaled by deal size presented as a percent. Summary
statistics are computed for the 26,018 deals that use nonzero amounts of either stock or cash, except for
the large and small acquirer statistics that use the 14,976 deals for which we have asset data.

Variable Election Non election Election Non election
Large Small

Deal Size ($) 1,049.42 1,076.63 56.57 77.49
Same State (%) 52.24 56.27 47.76 43.73
All Stock (%) 27.61 32.35 26.18 34.52
All Cash (%) 41.52 38.72 28.07 23.81
Stock Used (%) 38.99 43.72 40.03 48.30

Rated Unrated
Deal Size ($) 1,507.85 1,414.01 413.26 451.47
Same State (%) 11.04 11.69 88.96 88.31
All Stock (%) 24.72 31.01 30.88 35.68
All Cash (%) 44.29 39.20 34.23 31.84
Stock Used (%) 35.07 40.98 42.22 47.42

Serial Non-serial
Deal Size ($) 425.73 760.25 616.86 588.19
Same State (%) 10.14 9.06 89.86 90.94
All Stock (%) 36.47 47.26 28.91 33.24
All Cash (%) 33.71 27.13 36.19 33.85
Stock Used (%) 46.43 56.87 40.27 44.94
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Table IA.16: Results from regressions for payment type variables. Regressions of common stock
(panel A) or cash (panel B) used as a percentage of total deal value for the 20,444 deals for which
Compustat data is available. Deal size scaled by market value of equity is winsorized at the 1% level
because of outliers. Standard errors are clustered by state. Signi�cance levels are: ∗p<0.05; ∗∗p<0.01;
∗∗∗p<0.001.

Panel A. Common stock use (%)
log(DEAL_SIZE) 2.336∗∗∗ 4.120∗∗∗ 4.605∗∗∗

(0.362) (1.026) (0.783)
DEAL_SIZE / MVE 7.439∗∗∗ 7.704∗∗∗ 7.951∗∗∗

(1.233) (0.971) (0.917)
log(ASSETS) −0.078 −2.454∗ 0.296 −2.062∗ 0.985

(0.664) (1.201) (0.685) (0.980) (0.595)
State Fixed E�ects N N N N N Y Y
Year Fixed E�ects N N N N N Y Y
Quarter Fixed E�ects N N N N N Y Y

Observations 20,444 19,917 20,444 20,444 19,917 20,444 19,917
R2 0.012 0.006 <0.001 0.021 0.006 0.134 0.117

Panel B. Cash use (%)
log(DEAL_SIZE) 1.522∗∗∗ 0.699 0.465

(0.227) (0.483) (0.334)
DEAL_SIZE / MVE −2.760∗∗ −1.509 −1.561

(1.034) (0.949) (0.933)
log(ASSETS) 1.535∗∗∗ 1.131 1.395∗∗∗ 0.828 0.972∗∗

(0.375) (0.605) (0.388) (0.445) (0.308)
State Fixed E�ects N N N N N Y Y
Year Fixed E�ects N N N N N Y Y
Quarter Fixed E�ects N N N N N Y Y

Observations 20,444 19,917 20,444 20,444 19,917 20,444 19,917
R2 0.005 0.001 0.006 0.007 0.006 0.082 0.083
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