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Cohen and Wang (2013) (CW2013) provide evidence consistent with market participants
perceiving staggered boards to be value reducing. Amihud and Stoyanov (2016) (AS2016)
contests these findings, reporting some specifications under which the results are not sta-
tistically significant. We show that the results retain their significance under a wide array

of robustness tests that address the concerns expressed by AS2016. Our empirical findings
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reinforce the conclusions of CW2013.
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1. Introduction

In a paper published in the jJournal of Financial Eco-
nomics in 2013, “How do staggered boards affect share-
holder value? Evidence from a natural experiment”, Cohen
and Wang (2013; CW2013), we provide evidence that mar-
ket participants perceive staggered boards to be, on aver-
age, value-reducing.! Amihud and Stoyanov (2016; AS2016)
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1 Qur results are consistent with some recent event studies (e.g., Cunat,
Gine, and Guadalupe, 2012; Kim, 2015; and earlier Daines, 2001) provid-
ing evidence that staggered boards, and board insulation more generally,
are perceived by market participants to decrease firm value. Relatedly, re-
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contests our findings, arguing that excluding some obser-
vations or amending some specifications renders our re-
sults not statistically significant (though they largely re-
tain their sign). In this paper, we carry out empirical tests
that address the concerns of AS2016, and we show that
the evidence is overall consistent with the conclusions of
CW2013.

cent event study evidence offers mixed views on whether proxy-access
reforms have positive or negative effects (e.g., Becker, Subramanian, and
Bergstresser, 2013; Larcker, Ormazabal, and Taylor, 2011; Cohn, Gillan, and
Hartzell, 2016), but it is not clear whether such reforms would have ma-
terial impact on board insulation.

It is worth stressing, as we did in CW2013 (p. 628), that our work (and
the other event studies cited above that find negative effects of staggered
boards) estimates the average treatment effect (of weakening staggered
boards) for the affected firms in the sample. Thus, this work cannot rule
out the possibility that market participants view staggered boards as hav-
ing heterogeneous effects.
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CW?2013 reports that the two rulings by the Delaware
courts in Air Products & Chemicals Inc. v. Airgas, Inc. are
accompanied by abnormal stock returns that are statisti-
cally significant and consistent with the view that stag-
gered boards are value-decreasing. With the exception of
its replication of the CW2013 specifications, AS2016 does
not present results that are statistically significant, and the
results based on our sample largely have a sign consistent
with the conclusions of CW2013. Thus, these results are
not by themselves inconsistent with the view that stag-
gered boards are value-decreasing.

In any event, our comprehensive analysis of the stock
returns accompanying the Airgas case indicates that the ev-
idence is overall consistent with the view that staggered
boards are value-decreasing. When an event study is not
based on a large number of observations, the statistical sig-
nificance of its results is often sensitive to the removal of
a small number of observations. However, in the case of
our study, our results retain their significance under a wide
range of tests conducted to address the concerns raised by
AS2016.

The remainder of this paper is organized as follows.
Section 2 describes the results of CW2013 and the anal-
ysis of AS2016. Given the concerns regarding robustness
raised by AS2016, Section 2 also discusses two alternative
definitions of treated companies to improve robustness by
expanding the sets of treated firms to include firms that
are affected less strongly by the rulings. We show that
these specifications yield conclusions that are consistent
with CW2013.

Section 3 focuses on the central issue raised by AS2016,
that is, the results of CW2013 become statistically insignif-
icant when excluding a handful of very small companies
and, thus, cannot inform the assessment of how stag-
gered boards affect value in normal-size firms. We first
show that, when imposing the same sample filters rec-
ommended by AS2016, the results are statistically signifi-
cant using the two alternative definitions of treated firms.
We then demonstrate that, using all three treatment defi-
nitions, the results of CW2013 are robust to excluding all
companies with market capitalization below $500 million
or $1 billion instead of excluding the handful of small firms
suggested by AS2016. These findings are inconsistent with
the claim that the CW2013 results are driven by small
companies and that they do not hold when such firms are
excluded.

Turning to examine the source of the nonsignificance
results presented in AS2016, we show that they are not
due to a differential size effect. Instead, these results are
due to the happenstance that some of the firms excluded
by AS2016 have large returns that go in one direction; that
is, the sample restrictions of AS2016 happen to remove ex-
treme observations asymmetrically, from one side of the
return distribution. After excluding large returns symmet-
rically from both sides of the distribution, we obtain an ar-
ray of results (across various alternative specifications and
samples excluding small firms) that are consistent with the
results and conclusions of CW2013.

Section 4 examines the AS2016 claim that the results of
CW?2013 are unduly driven by a few particular observations
with extreme returns. We first show that, when excluding

the observations suggested by AS2016, our results still re-
tain their significance using the two alternative definitions
of treatment firms. Furthermore, when excluding extreme
returns in a symmetric fashion, we obtain results that are
statistically significant and consistent with the conclusions
of CW2013 under each of the three alternative definitions
of treated firms.

Finally, Section 5 considers the sensitivity of the
CW2013 results to our using industry fixed effects based
on six-digit Global Industry Classicification Standard (GICS-
6). AS2016 suggests using four-digit GICS (GICS-4), as op-
posed to GICS-6, and argues that doing so renders our
results not statistically significant. We show that the re-
sults retain their significance even when using GICS-4 fixed
effects under either of the two alternative definitions of
treated firms. Furthermore, under each of the alternative
treatment definitions, the results retain their significance
when no industry fixed effects are used, as is common in
event studies (e.g., Larcker et al., 2011; Cunat et al., 2012;
Becker et al., 2013; Cohn et al., 2016).2

Finally, we conclude in Section 6. Overall, the wide ar-
ray of results from our reexamination of the data are con-
sistent with and reinforce the conclusions of CW2013.

2. Our results and the AS2016 critique

In this section, we provide an overview of CW2013 and
its main findings and examine the robustness of the main
findings to alternative specifications. We then review the
AS2016 critique of the conclusions of CW2013.

2.1. The identification strategy of CW2013

Staggered boards are associated with lower firm value
as measured by Tobin’s q.3 Correlation, however, does not
imply causation, and CW2013 sought to contribute to the
literature by examining whether staggered boards lead to
lower firm valuation.

This issue has policy significance. Shareholder sup-
port for annual elections has been substantial over the
last 15 years. Major institutional shareholders and the
leading proxy advisers have adopted policies in favor of
de-staggering boards. In response to shareholders’ ex-
pressed preferences, many companies have adopted a uni-
tary board structure. The debate continues in the market-
place, however, as some issuers and their advisers continue
to support staggered boards.

2 Some additional points and results can be found in Cohen and Wang
(2015), the earlier version of this paper.

3 See, e.g., Bebchuk and Cohen (2005), Faleye (2007), Frakes (2007), and

Bebchuk, Cohen, and Ferrell (2009). Some studies show that staggered
boards are associated with more agency problems or worse corporate de-
cision making (e.g., Masulis, Wang, and Xie, 2007), but other studies (e.g.,
Johnson, Karpoff, and Yi, 2015) suggest that staggered boards are associ-
ated with some positive effects.
As to board-insulating arrangements in general, a body of work sug-
gests that weaker shareholder rights and more insulated boards are as-
sociated with lower value (e.g., Gompers, Ishii, and Metrick, 2003) and
with greater agency problems and worse corporate decision making (e.g.,
Dittmar and Mahrt-Smith, 2007; Harford, Mansi, and Maxwell, 2008; Har-
ford, Humphrey, Powell, 2012).
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