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This report was generated autonomously by an Al replication pipeline for the “Does Empirical Finance
Replicate?” project. It documents one attempt to reproduce the paper’s main analysis from the data and
methods described below. Individual replications may contain mistakes. Treat the numbers as estimates
to be checked, not as a verdict on the original paper. Original article: doi:10.1093/rfs/hhn099.

1 Summary

1.1 The Paper

Bebchuk, Cohen, and Ferrell ask which of the twenty four IRRC governance provisions drive the
negative association between the Gompers, Ishii, and Metrick index and firm value. They build
an entrenchment index from six of those provisions and regress log industry adjusted Tobin’s Q
on that index, on the other eighteen provisions, and on firm controls. Table 4 reports a negative,
monotonic, and statistically significant relation between entrenchment and firm value over 1992
through 2002.

1.2 Replication Findings

Table 4 replicates qualitatively. The pooled E-index coefficient is —0.0307 with t = —9.57, against
—0.044 with t = —11.00 in the paper, and the firm fixed effects coefficient is —0.0157 with t =
—2.66, against —0.020 with t = —2.86. Every pooled E-level coefficient is negative and significant,
and the coefficients grow monotonically more negative as the level rises. The O-index stays small
and positive in pooled OLS and turns insignificant once firm effects enter. Extending the same
specification to 2003 through 2008 confirms the pooled relation, with an E-index coefficient of
—0.0261 and t = —7.00, while the firm effects estimate there remains negative but insignificant.

2 Data

The paper draws on IRRC governance provisions, Compustat accounting data, CRSP price his-
tories, and ExecuComp ownership. The replication takes exact E-index scores from the authors’
publicly posted E Index 1990-2006.x1s and the GIM index from the RiskMetrics governance file



(gset.GINDEX). Compustat annual fundamentals (comp . funda) supply Tobin’s Q and the financial
controls. The CRSP monthly stock file (crsp.msf) and the CRSP/Compustat merged link table
give each firm’s first price date. ExecuComp annual compensation (execcomp.anncomp) supplies
officer ownership over its complete history.

The author E-index merges to RiskMetrics by six digit CUSIP and wave, and same source
ticker and wave matching resolves historical CUSIP changes. Governance merges to Compustat
by CUSIP and year, again with ticker and year matching for the remaining historical identifier
changes. ExecuComp merges by GVKEY and year. The sample excludes dual class firms and SIC
6798 REITs. Complete cases cover 1,672 firms before singleton removal. The pooled models use
9,720 observations and the firm effects models use 9,405, compared with 8,015 in the paper.

3 Methodology

The replication computes
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Qir = AT,

The dependent variable subtracts the observation year median log Q for the firm’s two digit SIC
industry from log Q. The E-index comes directly from the authors’ file, and the O-index equals
the GIM index minus E. Controls include log assets, log firm age, Delaware incorporation, insider
ownership and its square, ROA, capital expenditures over assets, leverage, R&D over sales, and a
missing R&D indicator. Accounting ratios are winsorized at the first and ninety ninth percentiles.

Columns 1 and 2 use pooled OLS with year and two digit SIC effects and White heteroskedas-
ticity robust standard errors. Columns 3 and 4 use year and firm effects with heteroskedasticity
robust standard errors. The linear specifications enter E and O directly. The level specifications
replace E with indicators for levels 1, 2, 3, 4, and 5 through 6.

Key differences from the paper. Current Compustat and ExecuComp vintages retain more his-
torical observations, so the pooled sample exceeds the paper’s by 21 percent and the firm effects
sample exceeds it by 17 percent. The paper does not state a winsorization cutoff, so the replica-
tion applies a conventional one percent cutoff to control extreme accounting ratios. All crucial
economic objects, the complete sample period, the full set of controls, and the paper’s index defi-
nitions are otherwise present.

4 Results

4.1 Table4

Table 1 reports the two linear specifications. The pooled coefficient reproduces the paper’s nega-
tive sign and strong significance at about seventy percent of the published magnitude. The firm
effects coefficient also reproduces the sign and significance, at about seventy nine percent of the
published magnitude. The O-index follows the paper closely in pooled OLS and remains insignif-
icant with firm effects. The level specification reproduces the paper’s monotonic pattern as well.
Replication coefficients for E levels 1 through 5-6 are —0.0817, —0.1057, —0.1173, —0.1492, and
—0.1927, with absolute t statistics from 4.66 to 8.75.



Table 1: Table 4. E-index and log industry adjusted Tobin’s Q

Pooled OLS Firm effects

Replication Paper Replication Paper
E-index —0.0307 —0.0440 —0.0157 —0.0200
t statistic —9.57 —11.00 —2.66 —2.86
O-index 0.0082 0.0100 0.0036 0.0020
t statistic 3.74 3.33 0.75 0.33
Year effects Yes Yes Yes Yes
SIC or firm effects SIC SIC Firm Firm
Standard errors White robust White robust Robust Robust
Observations 9,720 8,015 9,405 8,015
Firms before singleton removal 1,672 Not reported 1,672 Not reported

4.2 Out of Sample Test

The exact 2002, 2004, and 2006 E-index waves support six nonoverlapping years through 2008.
Table 2 applies the same full controls and the same outcome to that window. The pooled esti-
mate confirms the paper’s main sign and significance. The firm effects estimate remains negative
but loses significance, so the cross sectional relation carries out of sample while the within firm
extension weakens.

Table 2: Out of sample test for 2003 through 2008

Pooled OLS Firm effects

E-index —0.0261 —0.0110
t statistic —7.00 —1.20
O-index 0.0062 0.0078
Year effects Yes Yes
SIC or firm effects SIC Firm
Standard errors White robust Robust
Observations 6,820 6,710
Firms before singleton removal 1,484 1,484

5 Conclusion

The exact E-index, the complete ownership period, and the paper aligned outcome reproduce the
paper’s central result in both the pooled and the firm effects specifications. The out of sample
window confirms the pooled relation but yields weaker within firm evidence.



