UNIVERSITA
DEGLI STUDI
DI PADOVA

DIPARTIMENTO DI SCIENZE ECONOMICHE E AZIENDALI “MARCO FANNO”
DEPARTMENT OF ECONOMICS AND MANAGEMENT “MARCO FANNO”

Does the Firm Improve After Environmental Fines?: the Impact of Environmental Fines on Ceo and
Director Turnover and Firm Environmental Performance

Natalia Ortiz-de-Mandojana (University of Balearic Islands), with Juan Alberto Aragén-Correa

Martedi 8 Settembre 2015, ore 12.00, Aula della Scuola di Dottorato, Palazzo Ca Borin, Via del Santo 22,
Padova

Previous research has showed mixed evidence on the relationship between organizational misconduct and
the leaders turnover and paid a limited attention to their implications. We contribute to the literature on
organizational misconduct and the natural-resource-based view by proposing that high environmental fines
increase the CEO and directors’ turnover, but while the CEO turnover after organizational misconduct
breaks the firm’s executive inertia on wrongdoing, a high director turnover makes difficult to keep the
priority on the firm’s rehabilitation. Our sample consisted of 360 observations from US public firms fined
over $500,000 in a year and matching firms without environmental sanctions. The results show that the
fined firms experienced more director turnover. A moderated regression analysis shows that a change of
CEO after addressing an environmental fine has positive effects on the subsequent improvement in
environmental performance. The relation is also positive with low director turnover, but negative with high

director turnover.



