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1 Summary

1.1 The Paper

Bebchuk and Cohen ask whether staggered boards reduce firm value. A staggered board insulates
directors from removal in a hostile takeover or a proxy contest. The authors regress industry-
adjusted Tobin’s Q on a staggered board indicator, using IRRC governance data for US public
firms over 1995–2002 together with Compustat financials, and controlling for size, age, Delaware
incorporation, industry, and year. Staggered boards carry an economically large and statistically
significant negative coefficient. That coefficient survives controlling for the rest of the Gompers-
Ishii-Metrick governance index, which identifies staggered boards as a principal driver of the
governance-value relation.

1.2 Replication Findings

The headline replicates in every column. Pooled OLS over 11,816 IRRC firm-years puts the stag-
gered board coefficient at −0.166 (t = −4.94) against the paper’s −0.210 (SE 0.034). Adding the in-
dex of the other 23 governance provisions leaves it negative and significant at the 1% level (−0.107,
t = −3.07, versus the paper’s −0.166), which is the paper’s central robustness claim. Magnitudes
run 59–79% of the paper’s across the four columns. The other-provisions index (−0.033 versus
−0.024), log firm age (−0.156 versus −0.168), Delaware (insignificant in both), ROA and capital
expenditure all match the paper in sign and significance. Out of sample over 2003–2006 the coeffi-
cient is −0.125 (t = −4.25) and stays significant once the governance index enters, confirming the
result.
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2 Data

The sample pools the IRRC governance universe over 1995–2002. IRRC published volumes only
in 1995, 1998, 2000 and 2002. Following the paper’s Section 3.1 we carry each volume back one
year and take 1996 from the 1995 volume, so the panel covers all eight years, as the paper’s eight
annual regressions (its Table 3) require. Section 3.1 also excludes dual-class firms and REITs, and
we do the same. Governance variables come from the RiskMetrics governance file gset, which
supplies the staggered board indicator CBOARD, the 24-provision GIM index GINDEX, the Delaware
indicator DE INC, and the dual-class flag DUALCLASS. Firm financials come from Compustat annual
fundamentals (comp.funda), and firm age counts the years since the firm’s PERMCO first appears
in CRSP. Linking IRRC firms to Compustat through the CRSP/Compustat merged permno-to-
gvkey table, with a six-digit CUSIP match as fallback, yields 11,816 firm-years. Staggered-board
incidence in the built sample is 61.8, 59.5, 61.0 and 62.1% in 1995, 1998, 2000 and 2002, against
the 61.4, 59.0, 60.3 and 61.6% of the paper’s Table 1. We substitute the RiskMetrics gset file for
the original IRRC volumes and CRSP for the firm-age series the authors obtained from Gompers,
Ishii, and Metrick. Insider ownership, which enters only column 4 and which the authors took
from Compact Disclosure, is unavailable and is dropped from that column.

3 Methodology

The dependent variable is industry-adjusted Tobin’s Q. Tobin’s Q divides the market value of
assets by the book value of assets, and the market value of assets equals book assets plus the
market value of common stock less book common equity and balance-sheet deferred taxes,

Q =
AT + CSHO · PRCC F − CEQ − TXDB

AT
.

Industry-adjusted Q then subtracts the median Q of the firm’s two-digit SIC industry in the ob-
servation year. We winsorize Q at the 1st and 99th percentiles by year. Each regression includes
the staggered board dummy, log assets, log firm age, a Delaware dummy, two-digit SIC dummies,
and year fixed effects, and standard errors are White (1980) heteroskedasticity-robust. Column 2
adds the index of other provisions, the GIM index less the staggered board provision. Column 3
adds its log, and column 4 adds ROA, capital expenditure over assets, and R&D over sales.

Key differences from the paper. We identify firm age per PERMCO rather than from the
authors’ GIM series, we compute industry medians within the IRRC sample, we winsorize Q
where the paper states no screen, and column 4 omits the insider-ownership terms and the prior-
year ROA control. The staggered-board magnitude is 59–79% of the paper’s. The residual gap
most plausibly reflects the exact firm set together with the GIM-provided age and Q vintage.

4 Results

4.1 Table 2: staggered boards and firm value

Table 1 reports the four regressions beside the paper’s estimates. Staggered boards carry a nega-
tive coefficient significant at the 1% level in all four specifications. The other-provisions index is
negative and significant (−0.033 versus the paper’s −0.024), its log form is negative and significant
(−0.254 versus −0.179), log firm age is negative and strongly significant, Delaware is insignificant,
and ROA and capital expenditure over assets are positive and significant, all consistent with the
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paper. Two differences are worth noting. Adding the governance index attenuates our staggered
board coefficient by 36% where the paper reports 20–25%, and because our per-provision coef-
ficient is larger, the staggered board coefficient is about three times the per-provision coefficient
here rather than the paper’s seven times. The qualitative conclusion is unchanged. A staggered
board matters far more than an average single provision.

Table 1: Pooled OLS of industry-adjusted Tobin’s Q on staggered boards, 1995–2002. Replication
t-statistics (White HC1) in parentheses; paper standard errors in parentheses. Two-digit SIC and
year dummies included in both.

Replication Paper

Variable (1) (2) (3) (4) (1) (2) (3) (4)

Staggered board −0.166∗∗∗ −0.107∗∗∗ −0.108∗∗∗ −0.102∗∗∗ −0.210∗∗∗ −0.166∗∗∗ −0.169∗∗∗ −0.174∗∗∗

(−4.94) (−3.07) (−3.12) (−2.81) (0.034) (0.036) (0.035) (0.044)
Index of other provisions −0.033∗∗∗ −0.033∗∗∗ −0.024∗∗∗ −0.013

(−5.49) (−5.16) (0.006) (0.01)
Log(other provisions) −0.254∗∗∗ −0.179∗∗∗

(−4.87) (0.058)
Log(assets) 0.018 0.023∗ 0.024∗ 0.005 0.00 0.003 0.003 −0.04∗∗∗

(1.33) (1.76) (1.78) (0.36) (0.009) (0.009) (0.009) (0.013)
Log(company age) −0.156∗∗∗ −0.130∗∗∗ −0.132∗∗∗ −0.135∗∗∗ −0.168∗∗∗ −0.147∗∗∗ −0.148∗∗∗ −0.232∗∗∗

(−6.97) (−5.79) (−5.91) (−5.81) (0.023) (0.023) (0.023) (0.032)
Delaware incorporation −0.033 −0.046 −0.045 −0.033 0.02 0.016 0.016 −0.017

(−1.09) (−1.49) (−1.46) (−1.02) (0.031) (0.031) (0.031) (0.04)
Return on assets 0.918∗∗∗ 0.028
CAPEX/assets 2.633∗∗∗ 1.00∗∗∗

R&D/sales 0.014∗∗ 0.01

Insider ownership terms No No No No No No No Yes
SIC2 + year dummies Yes Yes Yes Yes Yes Yes Yes Yes
N 11,816 11,816 11,816 10,968 not reported
R2 0.043 0.045 0.045 0.077 not reported

4.2 Out-of-sample test (2003–2006)

Re-estimating the specification on the post-sample years 2003–2006, built from the IRRC 2004
and 2006 volumes under the same fill-in rule (6,362 firm-years), the staggered board coefficient
is −0.125 (t = −4.25) in the base specification and −0.087 (t = −2.75) with the governance index,
which is itself −0.021 (t = −3.85). This confirms the paper’s finding out of sample. The 2006 vol-
ume is the last one carrying the full 24-provision GIM index. The post-2006 RiskMetrics files retain
the staggered board flag but not the index, so 2006 is the last feasible year for this specification.
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