

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
				
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Staggered Boards and the Wealth of Shareholders: Evidence from Two Natural Experiments

	
    
        
            
            







    
    










    
    
    
    











			
                    Harvard Law School John M. Olin Center Discussion Paper No. 697
 
        

    
	

	
	
		
		
			36 Pages
		
		

		Posted: 13 Nov 2010
		
			Last revised: 11 Jun 2014
		
		
	

	
		
			
			




	See all articles by Lucian A. BebchukLucian A. Bebchuk
Harvard Law School; European Corporate Governance Institute (ECGI); National Bureau of Economic Research (NBER)
Alma Cohen
Harvard Law School; Tel Aviv University - Eitan Berglas School of Economics; Centre for Economic Policy Research (CEPR); European Corporate Governance Institute (ECGI); National Bureau of Economic Research (NBER)
Charles C. Y. Wang
Harvard University - Accounting & Control Unit; European Corporate Governance Institute (ECGI)


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Staggered Boards and the Wealth of Shareholders: Evidence from Two Natural Experiments

								
							
							
							
								Harvard Law School John M. Olin Center Discussion Paper No. 697
							

							
							
								
									Number of pages: 36
								
								
									Posted: 13 Nov 2010
								
								
									Last Revised: 11 Jun 2014
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							1,699
							
						

					

					
					

					
						
							
						

						
							
								
									Staggered Boards and the Wealth of Shareholders: Evidence from Two Natural Experiments
									

								
							
							
							
								NBER Working Paper No. w17127
							

							
							
								
									Number of pages: 36
								
								
									Posted: 20 Jun 2011
								
								
									Last Revised: 20 Apr 2023
								
							

							
						

						
							
							Downloads
							   82
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: June 2010

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		While staggered boards have been documented to be negatively correlated with firm valuation, such association might be due to staggered boards either bringing about lower firm value or merely reflecting the tendency of low-value firms to have staggered boards. In this paper, we use two natural experiments to shed light on the causality question. In particular, we focus on two recent court rulings, separated by several weeks, that affected in opposite directions the antitakeover force of staggered boards: (i) a ruling by the Delaware Chancery Court approving the legality of shareholder-adopted bylaws that weaken the antitakeover force of a staggered board by moving the companyâ€™s annual meeting up from later parts of the calendar year to January, and (ii) the subsequent decision by the Delaware Supreme Court to overturn the Chancery Court ruling and invalidate such bylaws.   

We find evidence consistent with the hypothesis that the Chancery Court ruling increased the value of affected companies â€“ namely, companies with a staggered board and an annual meeting in later parts of the calendar year â€“ and that the Supreme Court ruling produced a reduction in the affected companiesâ€™ value. The identified effects were most pronounced for firms for which control contests are especially relevant due to relative underperformance, small firm size, high asset pledgibility, or high takeover intensity in their industry.   

Our findings have implications for the long-standing debate on staggered boards. The findings are consistent with the marketâ€™s viewing staggered boards as bringing about a reduction in firm value. Our findings are thus consistent with leading institutional investorsâ€™ policies in favor of board de-staggering, and with the view that the ongoing process of board de-staggering in public firms can be expected to enhance shareholder value. 
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