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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:10.1093/rfs/hhu011.

1 Summary

The paper introduces Co-option, the fraction of directors appointed after the CEO assumed office,
and finds that CEO pay rises with Co-option. This replication targets Table 3, columns 1 and 2.
Estimating the full printed specification gives a Co-option coefficient of 0.177 (t = 3.38) and a
Tenure-Weighted Co-option coefficient of 0.124 (t = 2.31), against paper values of 0.223 (t = 3.9)
and 0.133 (t = 2.0). The qualitative conclusion holds.

2 Data and Method

Board composition comes from the RiskMetrics Directors Legacy file and its successor, the Risk-
Metrics Directors file. CEO pay and CEO start dates come from ExecuComp, accounting vari-
ables from Compustat annual fundamentals joined through the CRSP/Compustat merged link
table, returns from the CRSP monthly stock file, and the governance index from the RiskMet-
rics/GIM governance-index publications. Modern RiskMetrics observations are linked by histor-
ical CUSIP8, then by CUSIP6 and ticker. The legacy header CUSIP6 is validated at the firm’s last
legacy meeting date. Each annual meeting is assigned to the Compustat fiscal year that contains
it.

CEO tenure runs from the exact CEO start date to fiscal year end. Co-option uses the CEO
start date and the annual meeting date to resolve appointments made in the same year as the
CEO transition. TW Co-option uses inclusive board-service years. Stock returns are compounded
over the matched accounting period. The regression includes Independence, Firm Size, Stock
Return, ROA, CEO Tenure, CEO Ownership, CEO Duality, Outside Director Ownership, GIM
Index, Board Size, and Female Director, plus firm and year fixed effects. Standard errors are
clustered by firm, and continuous variables are winsorized at 1% and 99%.
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3 Results

Table 1: Table 3 replication: dependent variable is log CEO pay.

Co-option TW Co-option
Paper Replication Paper Replication

Headline coefficient 0.223*** 0.177*** 0.133* 0.124**
t-statistic 3.9 3.38 2.0 2.31
Independence 0.141 0.146* 0.163* 0.161*
Firm Size 0.327*** 0.298*** 0.324*** 0.296***
Stock Return 0.103*** 0.095*** 0.104*** 0.095***
ROA 1.220*** 1.303*** 1.226*** 1.306***

N 12,036 11,628 12,036 11,628
Period 1996–2010 1998–2010 1996–2010 1998–2010
Firm and year FE Yes Yes Yes Yes

Both headline coefficients match the paper in sign and in significance classification, and the other
printed controls are similar in sign and scale. The final sample holds 96.6% of the observations in
the paper’s Table 3 sample.

4 Out-of-Sample Test

The same construction and specification applied to 2011–2018 produce Co-option 0.177 (t = 2.54)
and TW Co-option 0.080 (t = 1.21) on 4,958 firm-years. The sign survives in both columns, but
TW Co-option is no longer significant, so the out-of-sample evidence is weaker. The last GIM pub-
lication is carried forward and absorbed by the firm fixed effects, as is Female Director wherever
it has no within-firm variation.
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