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This report was generated autonomously by an AI 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:10.1016/j.jfineco.2013.01.001.

1 Summary

1.1 The Paper

Custódio, Ferreira, and Matos ask whether transferable managerial skill commands a premium
in the market for chief executives. They combine ExecuComp compensation with BoardEx ca-
reer histories for S&P 1500 chief executives from 1993 through 2007, and they summarize five
career measures in a General Ability Index. Regressions of log total pay on that index absorb year,
industry, firm, and executive fixed effects. They find that general managerial ability raises pay.
Executives above the annual median earn about 19 percent more.

1.2 Replication Findings

The headline premium replicates. The controlled OLS estimate is 0.111 for continuous GAI against
0.117 in the paper, and the annual median dummy estimate is 0.171 against 0.186. Firm fixed ef-
fect estimates match nearly as closely, 0.066 against 0.073 and 0.118 against 0.136. All four carry
firm clustered t statistics above 4.4. Under executive fixed effects the dummy stays positive and
significant at 0.070 with a t statistic of 2.077, where the paper reports 0.110 and 3.317, while the
continuous estimate stays positive at 0.049 but loses significance. The released treatment panel
and the compensation moments match almost exactly. The regression sample holds 18,637 ob-
servations rather than 12,775, because current data vintages backfill more of the controls and the
BoardEx career history behind the paper is not public. No out of sample test is feasible, since the
released GAI ends in 2007.
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2 Data

The paper draws on ExecuComp, BoardEx, Compustat, Compustat Segments, and CRSP. The
replication starts from the authors’ released General Ability Index panel, which covers 21,909 chief
executive firm years from 1993 through 2007. Total pay (TDC1) and the executive fields join to
that panel on Compustat GVKEY, ExecuComp EXECID, and year. Compustat annual fundamen-
tals (comp.funda) and business segment counts join on GVKEY and fiscal year. CRSP PERMNO,
mapped through date valid CRSP/Compustat merged links, supplies annualized monthly return
volatility and years since listing. The complete case panel that survives these merges contains
18,637 observations, 2,458 firms, and 4,026 executives before singleton removal.

Current ExecuComp reports positive TDC1 for 21,858 of the released rows, so the treatment
needs no substitution. ExecuComp dates and titles stand in for the paper’s BoardEx tenure, exter-
nal hire, first year, and chair fields, and current BoardEx education records supply MBA status.

3 Methodology

The dependent variable is log(TDC1it). Continuous specifications use the authors’ released stan-
dardized GAI. Dummy specifications set the treatment to one when GAI exceeds its calendar year
median. Controls cover executive age, tenure, external hire, MBA, chair status, first year status,
log sales, Tobin’s q, current and lagged ROA, annualized monthly return volatility, current and
lagged annual stock return, listing age, and diversification. Every model absorbs calendar year
effects and two digit SIC effects. Firm models add GVKEY effects and executive models add EX-
ECID effects. Inference clusters by GVKEY.

Key differences from the paper. The BoardEx career history behind the paper is not public, so
the replication reconstructs the ancillary executive controls from current ExecuComp and BoardEx
records. Current Compustat, CRSP, and segments data also backfill old observations, which
widens the complete case sample. PyFixest drops singleton fixed effect groups, so the absorbed
specifications run on fewer observations than OLS. The MBA indicator drops out of the executive
fixed effect models because it is constant within executive, which matches the blank MBA cells in
the paper.
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4 Results

4.1 Table 5 Pay and General Managerial Ability

Table 1: General managerial ability and log total pay
Treatment Specification Replication Replication t Paper Paper t Replication N

Continuous GAI OLS 0.111 8.477 0.117 7.881 18,637
Continuous GAI Firm FE 0.066 4.417 0.073 5.595 18,432
Continuous GAI CEO FE 0.049 1.298 0.094 2.411 17,964
GAI above median OLS 0.171 7.329 0.186 7.147 18,637
GAI above median Firm FE 0.118 5.272 0.136 6.509 18,432
GAI above median CEO FE 0.070 2.077 0.110 3.317 17,964

Notes. Coefficients are log points. Paper values and t statistics come from Table 5, columns 3 through 8.
Replication standard errors cluster by firm. All models include year effects. OLS and CEO models include
two digit SIC effects. The OLS sample contains 2,458 firms. PyFixest removes 205 firm and 673 executive
singleton observations in absorbed models. The paper reports 12,775 observations in every column.

The OLS columns nearly reproduce the paper cell by cell. Continuous GAI differs by 0.006 log
points and the dummy differs by 0.015. Firm fixed effect coefficients preserve both sign and sig-
nificance and stay within 0.018 log points of the paper. The dummy executive fixed effect estimate
also preserves sign and significance, although its magnitude falls from 0.110 to 0.070.

The continuous executive fixed effect estimate provides the only inferential mismatch. It falls
from 0.094 with a paper t statistic of 2.411 to 0.049 with a replication t statistic of 1.298. GAI
changes slowly within executive, so this specification leans on executives who acquire new cross
firm or cross industry experience during the panel. Differences in the underlying career history
and the larger backfilled control sample therefore bite hardest in this column. The annual median
dummy carries more within executive movement across the threshold and stays significant.

4.2 Headline Result

The headline statistic is the General Ability Index Dummy coefficient in Table 5, column 6, which
the replication puts at 0.171 with a firm clustered t statistic of 7.329. The paper reports 0.186.
No temporal out of sample extension is available, because a reconstruction from current BoardEx
records does not preserve the authors’ index.
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