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Are Generalists Beneficial to Corporate Shareholdes?
Evidence from Sudden Deaths
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Abstract

This study documents a positive, economically megfol impact of executives’ general manageriallskil

on shareholder value. Examining 171 sudden exexuteaths over thirty years, we find that a one-
standard-deviation increase in the general abitilex corresponds to at least a 1.5 percentage poin
decrease in abnormal stock returns to death anemermds. Generalists are found to be significantyem
valuable for firms with fewer growth prospects wadfifficult tasks (e.g., restructurings) need to be
performed and adaptations to changing businessaemuients become necessary. Our results provide a
market-based explanation for the documented geasetdting premium and the increasing share of
generalists.
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1. Introduction

Much attention has been paid to corporate exeajtparticularly CEOs, given their impact
on firm policies and performance (e.g., Bertrandl &choar, 2003; Adams, Almeida, and
Ferreira, 2005). Recently, the question which slkdlhd traits enable executives to successfully
manage their firms and whether these skills anitstexplain differences in executive pay has
drawn particular attention (see, e.g., Chang, Datsg@and Hilary, 2010; Falato, Li, and Milbourn,
2015; Graham, Harvey, and Puri, 2013, 2016).

Among executives, generalists — who possess br@agerial work experience — have been
shown to account for a growing share of manageraedtto receive significant hiring and pay
premia (Custodio, Ferreira, and Matos, 2013), preshly due to an increasing demand for
general managerial ability (Murphy and Zabojnik02 These trends indicate that generalist
executives are important to modern corporations trad they can be expected to benefit
corporate shareholdet#gainst this background, we test the hypothesis éiecutives’ general
managerial ability has a positive impact on shalagosalue.

We find strong support for our hypothesis usingamgle of 171 sudden executive (CEOs,
chairmen, and presidents) deaths. The stock pdaetion to announcements of these deaths
equals a deceased executive’s expected contribtmicghareholder value net of the expected
replacement. Thus, the approach allows to meakarealue of general managerial skills as long

as they are costly (difficult) to replace. Thiswasption appears reasonable given the increasing

1 This expectation is based on the theoretical agiamof a competitive assignment of executivefirtos (see, e.g.,
Eisfeldt and Kuhnen, 2013, Gabaix and Landier, 20@8vio6, 2008) which suggests that executives \githeral
managerial skills receive a hiring premium becatsse skills are expected to have a positive effadirm value.
Anecdotal evidence supports the view that genésadie valuable and have become increasingly irapbrEee, for
example, “New Problems, New Approaches: The Risahef Generalist’(Forbes.comon 12/28/2013): [...]
companies are in need of Generalists with newgealllls that can see the big picture, listen, Isgsize ideas and
connect the dots. [...] They bring expertise and egpee in several areas, fueled by insatiable sityicand the
ability to “hyper-learn” new concepts and ideas”.



demand for generalists and the hiring premium thepeive, consistent with the increasing
competition for managerial talent (see, e.g., Frgdn2014, Tervid, 2008). As sudden deaths
occur randomly, the approach mitigates endogensitycerns. It particularly addresses the
endogenous executive-firm match which typically talits inferences about the value of
executives.

Regarding the value and growing importance of gdists for modern corporations, several
studies (e.g., Murphy and Zabojnik, 2004, 2007 tided, 2009; Ferreira and Sah, 2012) propose
that the need for executives with general managetmlity has increased due to severe
organizational and technological changes and gmvaompetition. Specifically, while firms
have become more complex (Garicano and Rossi-Hemsb@06), their organizational structures
have considerably flattened (Rajan and Wulf, 2@éadalupe, Li, and Wulf, 2014). This has led
to more problem solving at the top, more interadiof executives with people inside and
outside the firm, and to a higher impact of corpoi@aders on firm value. As a consequence,
work experience in different industries, firms guakitions, including knowledge of accounting,
finance, investor relations, marketing and saless Ibecome increasingly important. The
incorporation of computers and the internet intergslay business has augmented this need for
general managerial skills as it reduced the cdséequiring knowledge and communication and
reinforced the growing scope of control for top @xeses (Rajan and Wulf, 2006; Garicano,
2000).Furthermore, Custodio, Ferreira, and Matos (201Byige recent evidence that firms
managed by generalists are more innovative (iredyce more cited patents). In all, based on the
literature generalists can be expected to haveséiy®wimpact on shareholder value.

Consistent with this expectation, we find that $heck market attributes a significantly higher
contribution to shareholder value to deceased exesuwith more general managerial skills as

reflected by a larger stock price decline aroundoancements of sudden executive deaths. In



particular, we find that a one-standard-deviatimreéase in the general ability index proposed, by
Custadio, Ferreira, and Matos (2013), is associatd@ti an economically meaningful and
statistically significant average decrease in atmabrstock returns of at least 1.5 percentage
points? This result is robust to controls for executiviemfand governance characteristics and
does not hinge on how we calculate abnormal steitkms or the managerial ability index.

Although our approach mitigates endogeneity cors;ene perform a large set of additional
tests to validate our results. First, we separadelglyze the components of the general ability
index. The results complement our findings as theggest which type of managerial work
experience shareholders consider to be particwallyable (and costly to replace). We find that
work experience in different positions, firms antbustries have a statistically significant,
negative effect on abnormal stock returns to sudde@cutive deaths. Among these components,
industry experience is found to have the largeshemic effect. This analysis provides further
support for our hypothesis that generalists arefigal to corporate shareholders.

Second, an important concern in the context of sdudy is that our results are driven by
outliers given that the number of sudden execudigaths is limited, while the stock market
reaction to these events is typically volatile wiéinge negative and large positive stock returns
(see Nguyen and Nielsen, 2014). We address thisecorin two ways. First, we perform median
regressions which minimize the sum of absolutet€ed of squared) residuals. Further, we
reestimate our regressions and simultaneously dechwtliers in the managerial ability index

and outliers in abnormal stock returns. Both testsfirm our previous results. Moreover, when

2 Most of our analyses focus on deceased CEOs aceased presidents (i.e., the designated CEOs dr “he
apparents”, see Adams, Almeida, and Ferreira, 200f) are most likely to need general manageridlsski their
day-to-day work life. Results remain qualitativediynilar, but smaller in terms of economic magnitudéen we
include deceased chairmen who were neither CEOspremidents. We find no statistically significariteet of
general managerial skills for these chairmen.



we standardize abnormal stock returns with thee-gwent volatility, our results remain
qualitatively similar.

Third, another important concern is that the eftdageneral managerial skills actually is the
outcome of alternative explanations. For examgie, managerial ability index might capture
executives’ innate talent, which could be both lyot replace and beneficial for shareholders,
and which might thus explain the negative stock kefareaction to unexpected deaths of
generalists. To address this concern, we use deasablished measures of executive talent as
additional control variables. Specifically, we uae executive’s education and age of first
appointment to CEO (similar to Custddio, Ferreaagd Matos, 2013) as well as the ratio of an
executive’s tenure to her age (as in Bhagat antbBoP013). Another explanation for our results
Is that general managerial ability correlates vaiecutives’ valuable networks which are lost
when executives die. Thus, we use an executiveisben of outside directorships and an
indicator whether she attended an elite (lvy Lexgebool to control for networks valuable to
corporate shareholders. We further control for teme industry effects which might drive our
results. None of the aforementioned alternativelamgiions seem to explain our finding of a
positive impact of general managerial skills onrshalder value.

We perform several additional robustness testsaltate our findings. Particularly, we
exclude small and young firms, which tend to bes lakle to attract corporate talent, from our
sample to address the concern that our resultstieytriven by firms that find it hard to replace
valuable executives. We also restrict our samplidse firms that replace a suddenly deceased
executive from inside the firm. These cases accfmunhore than 80% of all sudden death events,
consistent with the high fraction of inside CEOlaggments documented in the literature (see,
e.g., Bebchuk, Cremers, and Peyer, 2011). Funtfeexclude cases of sudden deaths for which

the cause of death is a heart attack or is unsedcifs these cases might be related to firm



performance. Finally, we use additional controlsérecutive (inside) succession and ownership,
firm diversification, leverage and R&D expenseseTpositive impact of general managerial
skills on shareholder value is robust to all of éifi@rementioned tests.

In an additional analysis, we attempt to providmeansights with regard to the question for
which firms generalist executives are particuladjyuable. Custodio, Ferreira, and Matos (2013)
find that the generalist pay premium is higher wid&0Os are hired to perform difficult corporate
tasks (e.g., restructurings) which necessitate tadppo changing business environments,
coordinating with several people inside and outdiigefirm, and seeking new investments. This
finding indicates that generalists can be expeiddz particularly valuable in difficult situations
for example, because their broad managerial experiés likely to facilitate communication,
learning, identifying new growth prospects and didgpto changing environments (as found in
Guay, Taylor, and Xiao, 2014). We thus hypothegizat the value of executives’ general
managerial skills is higher when firms have fewasvgh prospects and, consequently, are more
likely to be in need to perform difficult tasks,eitify new investments, and adapt to changes.
Using several measures of firms’ growth opportesitwe find strong support for our hypothesis.
The lower firms’ growth prospects, and hence theeniely the need to perform difficult tasks,
the more valuable are generalists to corporateshbéders.

Our study contributes to the literature in at leéagt ways. First, the insights we present in
this paper extend the recent literature concerniéld tive role of managerial work experience in
corporate finance (e.g., Benmelech and Frydmanb;2Q@ustodio and Metzger, 2013, 2014;
Dittmar and Duchin, 2015; Schoar and Zuo, 2016)tiqdarly the literature on general
managerial skills. In this regard, our results jmleva market-based explanation for Custédio,
Ferreira, and Matos’ (2013) finding that general$Os receive considerable hiring and pay

premia (19% relative to specialists). Specificallpur evidence that executives’ general



managerial skills, which are transferable acrossnpamies, are associated with higher
shareholder value can explain why firms seem topsienfor generalists in the executive labor
market (e.g., in a competitive assignment frameyarid why they are willing to pay a hiring

premium to attract these valuable executives. tmgeof the value of generalists, Custddio,
Ferreira, and Matos (2013) cannot detect a relaietween their general ability index and
performance in multivariate regressions. Howeves,authors remark that both firm performance
and the CEO-firm match can be endogenous andhbattests may lack power. The problem of
endogeneity in research on board structures and gerformance has been highlighted in the
literature (see, e.g., Adams, Hermalin, and Weisp2010). Our study attempts to overcome
these problems by using sudden deaths as shock&xbgenously alter executives’ general
managerial skills in affected firms.

Second, the evidence we provide generally conetbta the literature on CEO heterogeneity
and its relation to firm performance and sharehol@dd¢ue (e.g., Bennedsen, Pérez-Gonzélez, and
Wolfenzon, 2010, 2012; Fee, Hadlock, and Piercd,32denter, Matveyev, and Roth, 2016;
Johnson et al.,, 1985; Nguyen and Nielsen, 2014asS&010). Our findings indicate that
generalist executives are beneficial to corporageholders and the value of generalists varies
with firms’ growth prospects. Our study, hence, Ipaactical implications as it suggests that
corporate boards and executive search firms shalkl general managerial skills and prevailing
economic circumstances into account when they gemk executives or plan executive
succession.

The remainder of this paper is organized as followg describe our sample and data in
Section 2. Section 3 presents our main empiricallte, while Section 4 provides various
additional robustness tests. In Section 5, we aeahpow generalists matter when firms have to

perform difficult tasks. Conclusions follow.



2. Data and variables

2.1. Sample selection and data

To compile our sample of sudden executive (CEQaireten and presidents) deaths for the
period 1980 to 2012, we use the data from SalaB0(20vho identifies suddenly deceased CEOs,
chairmen and presidents, and complement it witla dait sudden CEO deaths from Quigley,
Crossland, and Campbell (2016). The sample penatie two aforementioned studies ends in
2008 and 2009, respectively. Thus, for the yea@®260 2012, we additionally hand-collect data
on sudden executive deaths to increase sample \8leefollow the existing literature (e.g.,
Johnson et al., 1985; Slovin and Sushka, 1993sSa(H 0; Nguyen and Nielsen, 2014) in terms
of sample selection criteria. We search major ngsigces — in particular Google, LexisNexis,
the Wall Street Journal, the New York Times, angl Washington Post — for articles disclosing
unexpected deaths of CEOs, presidents and chaofrtée board. We use keyword search terms
such as “chief executive officer”, “CEQ”, “presid&n“chairman”, and “accident”, “deceased”,
“heart attack”, “stroke”, “sudden(ly)” and “unexged” to identify unexpected deaths. We
exclude murders and suicides (which might be rdl&adirm performance) and cases of deaths if
they cannot be identified as sudden or unexpetcted.

Figure 1shows the distribution of causes of sudden ddatlsir sample. 47% of all deaths
are due to heart attacks, 28% are due to acciéectstrokes, and the remaining 25% are cases
of unspecified, but sudden and unexpected deatissernumbers are almost identical to those
reported in Nguyen and Nielsen (2014).

Because we examine the stock price reaction taatimuncements of executives’ sudden
deaths, we require stock return data from the CdateResearch in Security Prices (CRSP) for

all companies in our sample. We further requiredet executives’ work experience (to measure

3 For a more detailed description of the samplectiele process, we refer the reader to Salas (2010).



general managerial skills). Our final sample cassisf 171 sudden executive deaths with
available data on stock prices and executives’ weerience. Deceased CEOs or presidents
account for 134 (or 78%) of the deaths in our sampppendix Ashows the distribution of
sudden deaths over the sample period. 25% of diflesu deaths occurred during the 1980s,
almost 39% during the 1990s, and the remaining 86€arred between 2000 and 2012.

We complement our sample with accounting data (f@ previous fiscal year) from
Compustat as well as data on corporate governamdeegecutives’ characteristics and work
experience. This data comes from proxy statementsnicrofiche format for early years, if
available), executive biographies from Capital L@xisNexis as well as obituaries and other
media announcements around sudden déathsfortunately, we are not able to gather all
relevant data for all firms in our sample. Accoglin multivariate regression results are based on
fewer observations.

2.2.Measuring general managerial skills

To measure general managerial skills, we use thergkability index (GAIl) proposed by
Custadio, Ferreira, and Matos (2013). We follow dla¢hors and calculate the varia@Al index
based on equation (1):

GAl index; = 0.268 X1, + 0.312 X2, + 0.309 X3; + 0.218 X4, + 0.153 X5, 1)
where i stands for the deceased executive i, Xthasnumber of positions that the deceased

has held (until the year of his or her death); X2he number of firms where the deceased has

4 To facilitate the collection of executive datarfmalarly data on work experience), we partly anétized the data
collection process using a web crawler for Googlé different keywords. We started by using simplg hame of
the executive along with the company name as veefDEF 14A” to get the relevant SEC filing. If thRREF 14A
was not available on page 1 of the Google resulssimply crawled all results from Google’'s pagetwo 110 by
using the executive’'s name along with the compaayen Usually, filings were available via SEC’'s ED&AN
case no relevant results turned up, we crawledtsesfithe executives together with the keywordedith”, “dies”
and “died”. In several cases, press releases aithdbs provided the necessary information. Wenegeall results
and again searched automatically for the keywoddter filtering irrelevant results, we browsed eadticument
manually to obtain the data needed to construcgémeral ability index.



worked; X3 is the number of industries in which ttheceased has worked; X4 is a dummy
variable equal to one if the deceased held a CESQigo in another firm (zero otherwise); and
X5 is a dummy variable equal to one if the decedmsedworked in a multi-division conglomerate
(zero otherwise). The variabl&Al index is only constructed if data on executives’ work
experience is available. Larg&Al indexvalues correspond to more general manageriakskill
We standardiz&Al indexto have a mean of zero and a standard deviatiamef(to facilitate
the interpretation of our results).

For robustness purposes, we use three alternagasures of the GAIl index. First, we use an
indicator variableéGeneralist which equals one if the GAI index of an execuisé&arger than the
median of the variabl&Al index Second, we use the variallBAl unweightedwhich is the
unweighted GAI index defined as the sum of the ughted components of the GAIl index as
shown in equation (1). It is used to address threem that the weights proposed by Custodio,
Ferreira, and Matos (2013), which are derived fqrincipal components analysis, might not
be appropriate in the context of our study. Asialthariable, we us®esidual GAI indexvhich
is the residual from a regression ®Al indexon the following executive characteristics which
tend to correlate with the GAI index: age, CEO watfounder status, tenure, and a dummy
indicating whether the executive had work expemewith either a consulting or a law firm.

2.3.Event study methodology and abnormal stock returns

To calculate abnormal stock returns, we obtainydstbck return data from CRSP for each of
our 171 events for a 255-day pre-event estimateriog (from trading day -274 to -20). We use
the standard event study methodology with i) alsufigctor (market model), ii) a three-factor
model, and iii) a four-factor model and the valueighted CRSP index as the market index,
where beta is estimated using data from the pratevendow. We define the event date as the

trading day on which the announcement of an exeestunexpected death first became public



information, i.e., the day of the first public newfkthe sudden death. In case this day is a non-
trading day, the event date is defined as the meading day following the first public
announcement of the sudden death.

As our main dependent variable, we use the cumelatbnormal return for the three days
surrounding the event date (i.e., frori tot +1, witht indicating the event date), denoted CAR
(-1,1), similar to Nguyen and Nielsen (2014). Specificallyg use the variabléSAR (-1,1) FF3
andCAR (-1,1)_ MMwhere FF3 and MM indicate that the three-factodet (Fama and French,
1993) and the market model were used to calcutaieranal returns, respectively. For robustness
purposes, we use three alternative measures sfdbk market reaction to sudden dea@AR (-
1,1)_4F i.e., the four-factor model abnormal return (Gath1997),SCAR (-1,1) which is
defined a<CAR (-1,1)_MMdivided by a firm’s standard deviation of abnormsiaick returns from
the estimation window, andAR (-1,1) MM < 0 (dummyvhich is a dummy variable set to one
if CAR (-1,1)_MMis below zero.

2.4. Summary statistics

Summary statistics of our sample are presentdabie 1 While Panel A presents summary
statistics for all observations, Panel B is regtdcto sudden deaths of CEOs and presidents, i.e.,
chairmen who are neither CEOs nor presidents arleided. We focus on the summary statistics
for the sample in Panel B, which is used in theomiyj of our later analyses. The numbers,
however, are comparable across the two samplesvahfihbles discussed in the following are
defined inAppendix B

We start with the stock price reaction to suddeatlte of CEOs or presidents. Average and
median abnormal returns are found to be negatiesecdo zero, and volatile. Median (mean)
CAR (-1,1) FF3s -0.5% (-0.4%), with a standard deviation of 10Mhile some sudden deaths

are associated with large declines in stock prigassuggested by the ®%ercentile which

10



amounts to -4.2%), others are associated with largeeases (the ¥Spercentile is +2.6%).
Abnormal returns calculated with the single-faatorfour-factor model reveal a similar picture.
This heterogeneity of abnormal stock returns isstant with the literature (see Johnson et al.,
1985; Nguyen and Nielsen, 2014; Jenter, Matveyed,Roth, 2016) and suggests that executive
characteristics as well as labor market and cotpogmvernance frictions (consistent with
increasing stock prices) have potential explanapawyer for the stock price reaction to sudden
executive deaths.

With regard to the characteristics of suddenly deed CEOs and presidents, Panel B of
Table 1 reports a median general ability ind&A( indey of -0.16. Custddio, Ferreira, and
Matos (2013) report a median GAI index of -0.18e®mall difference to the median we report
for our sample can be explained by the authorsigamn later years (their sample starts in 1993)
and on companies covered by BoardEx. Median (meaagutive age is 60 (59) years. 80% of
the suddenly deceased executives are CEOs and v&onNtak experience with a consulting or
law firm. 29% of the executives are the founderswf sample firms or the founder’s offspring,
consistent with Johnson et al. (1985) who repdraetion of 28%. Median (mean) tenure is 10
(13) years. 88% (86%) of deceased executives (CBf@spermanently replaced by firm insiders
as suggested by the varial8eiccessor is firm insidérThe high fraction of CEO successions
from inside the firm is consistent with the litareg. Bebchuk, Cremers, and Peyer (2011), for
example, report that about 15% of CEOs are repldgedirm outsiders, while Borokhovich,
Parrino, and Trapani (1996) report a fraction d%19

Turning to firm and corporate governance charasties, the average firm in our sample

went public 21 years prior to the sudden death te(mmsed on the CRSP inclusion date), has a

5 To construct the variabluccessor is firm insidewe read articles describing the replacement diector up to a
year after the sudden death of the incumbent execth make sure the replacement was not simplynterim
successor while the firm continued to search fatlzer more permanent replacement.

11



firm size in terms of total assets of $2,518 millignedian $220 million), and a market-to-book
ratio of 2.4. Return on assets, defined as incoeferé extraordinary items to total assets, has a
mean (median) of -3% (4%). Mean (median) ROA base&BITDA is 4% (10%) (not reported
for brevity). On average, board size is 8.5 direstavith 45% of the directors being neither
insiders nor grey directors (63% post SOX). 36%lbfirms have boards with staggered election
terms and 69% of all CEOs also hold the title ef ¢thairman of the boar@q(ality).

2.5. Determinants and development of the GAI index

We now present a more detailed analysis of the iBd@¢x to provide the reader with a better
understanding of our measure of general managskiiid. We first consider the development of
general managerial skills over time. As can be $emn Figure 2 we find an increasing trend of
the mean GAI index per year over our sample peti@gD-2012. This result supports Custédio,
Ferreira, and Matos (2013), who also report aneiase of the GAIl index over time, and Murphy
and Zabojnik (2004, 2007) who state that the denfandeneral managerial skills has increased
over the last decades.

Next, we analyze the determinants of the GAI ind@ble 2shows the results of multivariate
regressions of the variab@Al indexon the variable®&\geandTenurein regression specification
(2). Specification (2) usesge CEO, Consult or Law ExpandFounderas independent variables.
In specification (3), we repeat the regression frgpecification (2) and additionally include
Tenure Specification (4) further includes the variabBsard size Duality, Independent board
and Staggered boardas controls for corporate governance quality atDCoower. Finally,
specifications (5) and (6) us®Al unweightedaindGeneralistas dependent variables, respectively.

Consistent with the way the GAI index is constrdcend with the results in Custddio,
Ferreira, and Matos (2013), we find a significanglgsitive (negative) relation between an

executive’s age (tenure) and the varia@Al index In specification (2), where we omit the

12



variable Tenure we also find that founders (or their offspringg associated with lower GAI
index values, as expected. Further, both CEOsdapared to other executives) and executives
with prior work experience in consulting or lawnfis are associated with significantly higher
GAl values. The latter result is in line with the carpaths of many consultants and business
lawyers who, after some years on the job, startkimgrfor one of their previous clients.
Regarding firm and governance characteristicsyesults provide some evidence that executives
with higher general managerial skills are (wealdgsociated with larger, less profitable, and

better governed firms.

3. General managerial skills and shareholder value

In this section, we examine the impact of generahagerial skills on shareholder value. We
regress measures of the abnormal stock price ogatti announcements of sudden deaths, i.e.,
CAR (-1,1)_MMandCAR (-1,1)_FF3on measures of general managerial skills (the GAéx
and its components) and additional control varisbl&e hypothesize that executives’ general
managerial skills have a positive effect on shdddrovalue as they facilitate management and
leadership. If general managerial skills are indeexeficial for shareholders, we expect to find a
statistically significant, negative regression ¢icefnt of the variabl€sAl index which reflects a
reduction in shareholder value resulting from tinexpected loss of an executive with valuable
and costly-to-replace skills.

3.1.General ability index

In Table 3we present a first attempt to test the above ngsis. We regress abnormal stock
returns onFirm size and either theGAl index (in Panel A and C) or the indicator variable
Generalist(in Panel B). We run these regressions usingdh®pte of all deceased executives and

subsamples of i) CEOs and presidents, ii) CEOs,iignchairmen who were neither CEOs nor

13



president$.We control for firm size to take into account tiia¢ loss of corporate talent likely
has a stronger impact on stock prices of smallerpamies as they may find it harder to attract
new (skilled) executives.

Supporting our hypothesis, the coefficients of b&AIl index and Generalist have the
expected negative sign and are statistically Sicamt (at least at the 10% level) throughout all
regression specifications, except for the subsasnpfechairmen. This finding suggests that
general managerial skills are particularly valugbleCEOs and presidents who need these skills
in their day-to-day business and who have a morecdimpact on shareholder value than
chairmen. Accordingly, we focus on CEOs and predilen most of the following analyses. The
results in Table 3 further suggest that the efdégeneral managerial skills on shareholder value
is economically meaningful and is strongest for GE@ho have the most direct impact on firms.
Particularly, a one-standard-deviation increas¢hanGAI indexis associated with an average
decline in abnormal stock returns of about 1.1 @etage points for the full sample, whereas the
stock price decline amounts to at least 1.7 peacgnpoints for CEOs.

As a next step, we incorporate additional executifren, and corporate governance
characteristics into our analyses to account faemt@l covariates of our measures of general
managerial skills. The results presented in Sec#idnsuggest that the general ability index
particularly correlates with executive charact@sstsuch as age and tenure, which are likely to
affect how the stock market reacts to an execwgiuaexpected death (see, e.g., Jenter, Matveyev,
and Roth, 2016). Not accounting for value-relev@ariates of th&Al indexmay thus lead us

to draw biased or even wrong inferences about thatstatistical and economic significance of

6 We initially include chairmen who are neither CE@s presidents for two reasons. First, chairmeth general
managerial skills could benefit shareholders ag thay provide valuable advice and monitoring duthtar diverse
backgrounds in managerial work experience andegsrtray step in as CEOs when incumbent CEOs leavérth.

The second reason is that many studies on suddmutéye deaths include chairmen (see, e.g., Waetedl., 1986;
Borokhovich et al., 2006; Salas, 2010; Nguyen arasisn, 2014).

14



general managerial skills. ConsequentlyTable 4we show results from regressions@AR (-
1,1) FF3on measures of general managerial skills and thablasAge CEQ, Consult or Law
Exp, Founder Tenure Firm size MTB, andROA Regression specifications (1) and (2) omit the
variableTenuredue to its high correlation withge andFounder Specification (7) additionally
includes the variableBoard size Duality, Independent boarénd Staggered boardo account
for corporate governance quality.

As can be seen from Table 4, the results of akkseegressions corroborate our hypothesis
that executives’ general managerial skills haveositiye impact on shareholder value. This
conclusion is supported by all four measures ofeg@nmanagerial ability, i.e., our primary
measureGAI index used in regression specifications (1), (2), (Bd g7), Generalist (in
specification 4),GAl unweighted(in specification 5), and the variabResidual GAI indexin
specification 6) which takes the value effects wéautive characteristics into account. The
regression coefficients of all general ability maas are significant at the 5% level or better.
Accounting for additional control variables, a standard-deviation increase in B&l indexis
associated with an average decline in abnormaksttarns of at least 1.9 percentage points for
the sample of CEOs and presidents. Results remignifisant, both statistically and
economically, when we use the full sample or the@a of CEOs in unreported regressions.

In terms of the employed control variables, we fthdt the regression coefficients Afe
Consult or Law ExpandFirm sizeare significantly positive, while thaterceptis significantly
negative. The positive coefficient féirm sizeis consistent with larger firms finding it less
difficult to hire a qualified successor for the dedly deceased executive (as argued earlier),
while the positive coefficient foAge may reflect that firms run by older executives arere
likely to have succession plans in place (agefigeuld have little impact as it is replaceable at

no or low costs). Further, the positive coefficiéot Consult or Law Expeither suggests that
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executives who are former consultants or lawyers associated with shareholder value
destruction or it is simply the outcome of a feviliews. Corporate governance characteristics are
not found to have considerable explanatory poweabmormal stock returns (similar to Nguyen
and Nielsen, 2014).

Our results further indicate that general manafeimlity is not only an economically
meaningful, but also a statistically meaningful lexgtor of abnormal stock returns to sudden
executive deaths. For example, the inclusion olvtv@ableGAl indexleads to a relative increase
in adjusted R-squared of 23% and 15% when we came@ression specifications (1) and (2) in
Panel A and in Panel C of Table 3, respectivelygaR@ing Table 4 where we account for
covariates of the GAIl index, the relative increaséhe adjusted R-squared for specification (1),
which uses the full sample, estimated with and euththe GAl indexamounts to 9%, while it
amounts to 15% for specification (2) which is basedthe restricted sample of CEOs and
presidents (not reported for brevity).

Overall, the analyses shown in this section sugtiedtgeneralist executives are beneficial
for corporate shareholders and that the effeceokgal managerial skills on shareholder value is
both economically and statistically meaningful.

3.2. GAIl index components

We complement our results on the value of execsitigeneral managerial skills by a
separate examination of the components of the gkability index (described in Section 2.2).
To this end, we reestimate regression specificatg)nof Table 4 and use the following five
variables instead of the GAIl index: [llumber of positiong2) Number of firms(3) Number of
industries (4) CEO experience(5) Conglomerate experienc&he regression results are shown

in Table 5 In Panel A we us€AR (-1,1)_MMas the dependent variable and in Panel B we use
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CAR (-1,1) FF3Results provide evidence on the question which @&kex components are
particularly valuable and constitute a first rolmests test for our main results from Section 3.1.
We find that the regression coefficients for alefiindex components are negative, as
expected. The coefficients fdfumber of positiondNumber of firmsand Number of industries
are also statistically significant (at the 10% lewe better) in both panels. In unreported
regressions, we find comparable results when weluse dummy variables indicating whether a
deceased executive had work experience in diffgresitions, firms and industries, respectively.
We further find the coefficient faCEO experiencéo be significant at the 10% level in Panel B.
While past work experience with different firmbslumber of firmy is the statistically most
significant effect, industry experienddymber of industrigss the economically most significant
effect. Overall, the finding that at least threetbé five index components are statistically
significant and that all regression coefficientvddahe expected sign corroborates our results
from the previous section and thereby providestamdil support for our hypothesis that general

managerial skills have a positive impact on shddshosalue.

4. Robustness

Although an examination of the stock market reactm sudden executive deaths mitigates
endogeneity concerns already to a large extemhismsection we perform several additional tests
to check the robustness of our results beyondntlesion of basic control variables. These tests
are motivated and presented in the following.

4.1. Addressing outliers

One important concern with most sudden death esemties is that the results might be
driven by outliers due to the limited number of @xeves who die unexpectedly (small samples)

and, in particular, the large variation in abnormsiaick returns (see Section 2.4). We address this
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concern in two ways. The respective results arewsha Table 6 First, in regression
specifications (1) and (2) we run median regressignich minimize the sum of absolute (instead
of squared) residuals. In specifications (3) ang ¢de simultaneously exclude outliers, i.e.,
values smaller (larger) than or equal to thg®5") percentiles, of botlCAR (-1,1) FF3and our
measures of general managerial skills. The coeffisi of GAI indexandGAI unweightedemain
statistically significant throughout all regresssoitin additional unreported regressions, we find
that the coefficient ofSeneralistremains significant at the 10% level when we useedlian
regression or when we exclude outliersG#R (-1,1) FF3In sum, the outlier tests support our
main findings from Section 3.1.

4.2. Alternative explanations

Another important concern is that general manabeskals might correlate with other
(confounding) variables relevant for shareholddue@afor example, other managerial attributes.
That means, we might falsely attribute the previcesults on shareholder value to generalists
although they are actually just the outcome offattes that many generalists share or the result
of other potential spurious regressions. HenceTable 7 and Table 8 we show results of
regressions where we reestimate specification {J)able 4 and include additional controls to
account for alternative explanations.

In Table 7 we start with the probably most obvious alteneatexplanation: the general
ability index might capture executives’ innate tdlevhich may be both beneficial for
shareholders and costly to replace. To addreséimsern, we use two established measures of
executive talent. In specification (1), we restriiice sample to suddenly deceased CEOs and
control for the variabl&irst CEO agewhich measures the age at which a CEO became GEO f

the first time. We report a medidirst CEO ageof 48 years similar to Custédio, Ferreira, and
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Matos (2013) who propose to use this variable esndérol for CEOs’ innate taleftBecause the
age at which an executive became CEO for the tfivg is not available for all observations in
our sample and because it is not an optimal measunmate talent for executives other than the
CEO, in specification (2) we use the variabenure/ageproposed by Bhagat and Bolton (2013).
It is defined as the ratio of a deceased execwtitgxiure to its age (both at the time of his or her
death). The longer an executive has been in a ¢sftign relative to his or her age, the more
talented the executive is likely to be.

In specifications (3) and (4), we address timedseas another alternative explanation. Using
a sample of executive sudden deaths between 1360009, Quigley, Crossland, and Campbell
(2016) provide evidence that the value of execstamd/or their impact on the firms they run has
increased over time. Given the positive time trefthe general ability index we report in Figure
2, our evidence of a positive valuation effect ehgral managerial skills might just reflect the
generally increasing value (and impact) of exe&stiover time. Therefore, in specification (3)
we control for the variabl¥ear, which is a count variable that takes on valudw/é&en 1980 and
2012, while in specification (4) we control for enfixed effects using four dummy variables, one
for each decade of our sample period (i.e., 198@90s, 2000s, and 2010s). Finally, in
specification (5) we simultaneously control for CElent, the time trend as well as for industry
fixed effects based on the Fama and French 10 tindciassification.

As can be seen from Table 7, the coefficient@éd indexremains negative and significant at
the 5% level or better throughout all five regreasspecifications. The economic magnitude of
general managerial skills also remains significamt.increase in th&Al indexby one standard

deviation is associated with a decrease in abnostoak returns of 1.8 to 2.1 percentage points.

7 Custddio, Ferreira, and Matos (2013) address C&léntt as an alternative explanation for their fingiof a
generalist pay premium. Their results suggestttt@GAl index does not significantly capture talent
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Even when we additionally include industry fixedeets in specification (5), the economic effect
still amounts to 1.5 percentage points. In unregubmegressions, we find that the regression
coefficient of GAI indexremains statistically and economically significariten we use industry
fixed effects based on the Fama and French 48 tindcigssification.

We now turn toTable 8for further alternative explanations related to exe®sti education
and networlké Executives with higher education and better netaanight be costly to replace
and particularly valuable to shareholders, for epl@nbecause better educated and connected
executives may more accurately assess firm andsindprospects and ultimately make better
investment decisions. Thus, in specification (1)use the variabl&ni degree- which takes the
values 0 (no degree), 1 (Bachelor), 2 (Master)PBD) — as an education-based measure of
executive talent. In specification (2), we ugg Leaguean indicator variable which equals one if
an executive graduated from an Ivy League schoal, @rown, Columbia, Cornell, Dartmouth,
Harvard, UPenn, Princeton and Yale). The fractibl€BOs and presidents in our sample who
graduated from an Ivy League school is 21%, idahtio the fraction reported in Custodio,
Ferreira, and Matos (2013) who use this variablaragher control for executive talent. While
vy Leaguemay serve as a measure for talent, it can alsosee as an executive network
measure given that Ivy League schools, both histlyi and geographically, have formed a
network and given the huge relative fraction of GEB@ho attended one of these eight schools. In
specification (3), we use both variabldai degreeand lvy League Finally, in specification (4)
we use the number of external board seats held lBxecutive, denote@utside directorshipsas

an alternative variable to control for executivegtworks. As Table 8 shows, in all four

8 The regression results shown in Table 8 are basddwer observations as the necessary data iavadable for
all CEOs and presidents in our sample.
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regression specifications the coefficient @Al indexremains significant, both statistically and
economically.

Overall, from the results presented in this secti@n conclude that the positive impact of
general managerial skills on shareholder valuenikely to be attributed to the aforementioned

alternative explanations.

4.3. Further robustness tests

In the following, we consider several additionabustness tests. As a first test, we examine
the role of executive succession and the impadiftdrent causes of sudden deaths. To this end,
we reestimate regression specification (3) of Tabler different subsamples. The regression
results are shown ifiable 9 For brevity, we only report the coefficient fdret variableGAl
index the respective t-statistic and the number of clag®ns.

As an intuitive test of our hypothesis that geristaxecutives benefit shareholder value, we
exclude all cases of sudden deaths in which a dedeaxecutive is permanently replaced by an
outsider (i.e., the variabl8uccessor is firm insidexquals one for all remaining observations).
Given that insiders tend to have less general maiegability (see Custédio, Ferreira, and
Matos, 2013) and given that the stock market reactio announcements of executives’
unexpected deaths incorporates the expected ldaiithat the deceased executive will be
replaced by an insider, we should find a more negaverage abnormal stock return for the
subsample of inside replacements if generalistdemdor shareholder value. The results in
specification (1) confirm our expectation. The &totarket reaction is indeed more negative (the
coefficient amounts to -0.0256) and also statiflficaore significant (1% level) than the results
shown in specification (3) of Table 4. Specificalthe economic effect is 28% larger on a

relative basis.
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The above finding implies that our results mightdse&ven by firms which find it hard to
replace valuable executive talent. If this was thse, the results of our study would not be
generalizable. We address this concern in regnessgiecifications (2), (3) and (4) where we
exclude small firms (with below median firm size tmtal assets or market value) and young
firms (with below median age), respectively. Snralend younger firms should find it
particularly difficult to replace executive taleiithe regression coefficient f@Al indexremains
statistically significant in all three regressiorssiggesting that our results are unlikely to be
driven by firms that find it hard to recruit valualexecutives.

Finally, in regression specification (5) of Talflewe exclude cases of sudden deaths if the
cause of death is a heart attack or if it is unkm@ie., it could be a heart attack or heart fajur
One might argue that heart attacks can be relatgatevious firm performance, which would
render these deaths ‘less exogenous’ events. Tresson coefficient foGAI indexremains
significant (at the 10% level) when we restrict #zanple to sudden deaths caused by accidents
and strokes, which are probably the most unexpeatetlsudden death events. In unreported
regressions, we exclude only those cases of suddaths for which i) the cause of death is
unknown or ii) the cause of death is a heart aftaefparately. Results remain statistically
significant.

As a second robustness test, showmahle 10 we reestimate regression specifications from
Table 4 and include additional control variablese WéeSuccessor is firm insidéo account for
the fact that the stock market reaction to unexgebeixecutive deaths incorporates information

about the expected successor of a suddenly deceasedtive. In this regard, we argue that if

% We note that the coefficient f@Al indexis considerably larger when we restrict the samgléarger firms in
specifications (2) and (3). This results is comsistwith a competitive sorting model of the exeatiabor market
where better executives with more skills tend to higger companies because the marginal impackedutive
talent can be expected to increase in firm size E&#ato, Li, and Milbourn, 2015, and the literattinerein). In this
regard, we provide multivariate evidence for a pesirelation between general managerial skills fimd size in
Table 2.
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the permanent successor was a firm insider, itaeertikely that a succession plan existed at the
time the sudden executive death took place. Tdéartontrol for succession, we include the
dummy Presidentto account for cases where the deceased CEO helgresident title, i.e.,
succession was unlikely to be planned as “the basahnot yet been passed” to the heir apparent
(see Adams, Almeida, and Ferreira, 2005, p.1409g WWso control for the variable
Ownership20%following Bebchuk, Cremers, and Peyer, 2011) Wwhequals one if a deceased
executive owned more than 20 percent of the firatck. This variable is likely to correlate
negatively with general managerial skills, whilemiay have a positive or negative effect on
shareholder value depending on the trade-off beiweeentives and entrenchment/power that
come with executive ownership. As additional firmntrols, we includeFirm age (CRSR)
CapEx/NetPPE Leverage R&D, and Business segmen{as reported in Compustat) because
Custddio, Ferreira, and Matos (2013) show thatehesriables significantly differ between
generalists and specialists. The regression results the aforementioned additional controls
reveal that the coefficients f@Al index Generalistand GAI unweightedall remain significant
at the 5% level, while only the variabl@wnership20%and Successor is firm insideseem to
add additional explanatory power for abnormal st@tkirns. The positive coefficient of the latter
variable is consistent with a less negative stawtepreaction to sudden deaths when executive
succession plans (are more likely to) exist.

Finally, Appendix Cshows regression results of reestimations of esgpa specification (3)
of Table 4 with alternative measures of abnormaklstreturns, i.e., alternative dependent
variables. In particular, we usfCAR (-1,1)and CAR (-1,1) 4Fin specifications (1) and (2),
respectively, while we us€AR (-1,1) FF3 winsorizednd CAR (-1,1) MM winsorizedn
specification (3) and specification (4). We wingeriall variables at theé"sand 9%' percentiles.

Finally, in specification (5), which is estimatesing a probit model, we us2AR (-1,1) MM <0
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(dummy) an indicator variable that equals one if the rarkodel abnormal return is below zero.

Again, throughout all regressions the coefficiemt@Al indexremains statistically significant.

5. Difficult corporate tasks and the value of generamanagerial skills

Sections 3 and 4 have provided robust evidencegdad¢ral managerial skills, on average,
have a positive effect on shareholder value. Is $leiction, we present additional evidence on the
relation between general managerial skills, the agament of difficult corporate tasks, and
shareholder value. We thereby provide some insigiitsregard to the question for which firms
generalist executives are particularly valuable.

We build our analysis on Custodio, Ferreira, anddga(2013) finding (and reasoning) that
the pay premium for generalists is higher when CBf@shired to perform difficult tasks, such as
restructurings, which often necessitate adaptinghnging business environments. This finding
suggests that generalist executives can be exptrtaslparticularly valuable (and thus firms are
willing to pay them a premium) when firms have todargo drastic changes, like necessary
disinvestments (e.g., asset sales and plant csumed when they need to seek new investment
opportunities. General managerial skills can feat#i corporate management and leadership in
such situations as generalists tend to be bettertabadapt to changing business environments
(see Guay, Taylor, and Xiao, 2014) and as genezahiay find it easier to identify new growth
prospects (in line with the anecdotal evidencedatriote 1). Furthermore, broad managerial
work experience likely fosters necessary problemirsg at the top and coordination with several
people inside and outside the firm when situatioesome difficult and corporate circumstances
change. Because firms with more growth prospeasless likely to be in need of performing

difficult tasks and because they less likely havedek for new investments , we hypothesize that
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the value of general managerial skills is highew@r) when firms have fewer (more) growth
opportunities.

To test the aforementioned hypothesis, we use akevmeasures of firms’ growth
opportunities proposed by the existing literatugee( e.g., Adam and Goyal, 2008): the market-
to-book ratio MTB), Tobin’s Q and capital expenditures to net property plamt eguipment
(CapEx/NetPPIE We further use return on assd®O@) as an alternative (however more biased
and indirect) measure for a firm's need to undegjmnges and adapt to new business
environments. To identify whether general managjskiis matter more when firms have fewer
growth opportunities, we use interaction terms of growth measures (andOA with the
variable GAIl index If our hypothesis is true, we have to find sigrahtly positive interaction
terms in addition to the negative coefficient f8Al index indicating that general managerial
skills are less valuable when firms have more ghoegiportunities.

The results of our tests are shownleible 11 We reestimate regression specification (3) of
Table 4 and include the proposed interaction tervidbile the coefficient forGAI indexis
negative and statistically significant at the 1%elein all four regression specifications, the
coefficients forGAI index*MTB GAI index*Tobin’'s Qand GAIl index*CapEx/NetPPEre all
positive, as expected, and significant at the 5%l1eOnly the coefficient foGAI index*ROAIs
not significant. The coefficients of the interacoterms suggest that only for firms with very
high growth opportunities (e.gMTB > 6) generalists do not benefit shareholder valee, the
overall effect becomes positive. In unreported esgions, we repeat the analysis with the
variable GAI unweightedinstead ofGAI indexand find similar results. In sum, we provide
evidence for our hypothesis that general managskidls are particularly valuable when firms

have low growth opportunities, i.e., when execidivave to perform difficult corporate tasks.
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This result supports Custédio, Ferreira, and Maf@813) finding of a higher pay premium for

generalist CEOs who are hired to perform such tasks

6. Conclusions

In this study, we test the hypothesis that exeestigeneral managerial skills benefit
shareholder value as they facilitate management laadership of modern corporations.
Supporting the above hypothesis, we document aifisigmtly positive and economically
meaningful effect of general managerial skills dargholder value using 171 sudden executive
deaths between 1980 and 2012. In particular, we that a one-standard-deviation increase in
the general ability index is found to correspondatdeast a 1.5 percentage point decrease in
abnormal stock returns to announcements of sudéathsl Our findings further suggest that
generalist executives are particularly valuablefiions with fewer growth prospects where the
need to perform difficult tasks (e.g., restructgghand to adapt to new business environments is
considerably higher.

The positive impact of executives’ general manadeskills on shareholder value found in
this paper provides a market-based explanatioth®documented hiring and pay premium that
generalists receive and the increase of generaagesial skills over the last decades (Custodio,
Ferreira, and Matos, 2013; Murphy and Zabojnik,0Corporate boards and executive search

firms should take general managerial ability intoaunt when they seek new executives.
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Figure 1 — Causes of sudden deaths

This figure shows the causes of deaths for the Eanfpsudden deaths between 1980 and 2012 usédsistudy. The sample
does not include sudden deaths for which the caluideath is either murder or suicide.

47%

28%
25%

Heart attack Accident, stroke, ... Unspecified, but unexpected

Figure 2 — General managerial skills over time

This figure shows the mean GAI index per year far sample period 1980-2012. The GAIl index is defiae in Custddio,
Ferreira, and Matos (2013). It is standardizedaeeha mean of zero and a standard deviation of one.
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Table 1 — Summary statistics

This table presents summary statistics for thesathple of all sudden death events (Panel A) anth&sample of sudden deaths
excluding events of deceased chairmen who werhare@@EOs nor presidents (Panel B). All variablesdefined in Appendix B.

Variable N Median p2t P7E Mean Std. Dev
Panel A: All observations

CAR (-1,1)_FF3 171 -0.001 -0.037 0.038 0.002 0.09
CAR (-1,1)_4F 171 -0.001 -0.037 0.038 0.002 0.09
CAR (-1,1)_MM 171 -0.0003 -0.037 0.032 0.003 0.09
GAl index 171 -0.10 -0.58 0.48 0.00 1.00
Age 170 61.50 54.00 69.00 61.78 11.50
CEO 171 0.63 0.49
Chairman 171 0.68 0.47
Consult or Law Experience 171 0.05 0.21
Founder 171 0.29 0.46
President 171 0.46 0.50
Tenure 171 11.00 4.00 23.00 14.84 13.34
Firm age (CRSP) 171 15.00 6.00 26.00 20.29 18.14
Firm size (In total assets) 168 5.42 3.76 7.31 5.53 2.35
MTB 167 1.68 1.12 2.94 2.36 1.86
ROA 166 0.04 -0.01 0.07 -0.02 0.20
Board size 167 8.00 6.00 11.00 8.54 3.22
Independent board 167 0.32 0.47
Staggered board 166 0.37 0.49
Panel B: Sample w/o chairmen who were neither CEQsor presidents

CAR (-1,1)_FF3 134 -0.005 -0.042 0.026 -0.004 0.10
CAR (-1,1)_4F 134 -0.004 -0.042 0.027 -0.004 0.10
CAR (-1,1)_MM 134 -0.006 -0.048 0.028 -0.002 0.10
GAl index 134 -0.16 -0.60 0.64 0.00 1.00
Age 133 60.00 53.00 64.00 59.36 10.62
CEO 134 0.80 0.40
Consult or Law Experience 134 0.04 0.19
First CEO age (CEOs only) 106 48.00 37.00 56.00 0416. 11.56
Founder 134 0.29 0.46
President 134 0.59 0.49
Successor is firm insider 134 0.88 0.33
Tenure 134 10.00 3.00 20.00 13.01 12.02
Firm age (CRSP) 134 14.00 6.00 28.00 20.28 18.14
Firm size (In total assets) 131 5.39 3.58 7.36 5.47 2.46
MTB 130 1.70 1.14 3.05 2.42 1.90
ROA 129 0.04 -0.01 0.07 -0.03 0.21
Board size 131 8.00 6.00 11.00 8.51 3.26
Duality (CEOSs only) 107 0.69 0.46
Independent board 131 0.35 0.48
Staggered board 130 0.36 0.48
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Table 2 — Determinants of the GAIl index

This table reports results from regressions ofuwheable GAl index(in regression specifications 1-4) GAIl unweightedin
specification 5) orGeneralist (in specification 6) on characteristics of the eblsed executives, firm and governance
characteristics. All variables are defined in Apgi@nB. Regression specifications (1) — (5) areneated using OLS, while
specification (6) is estimated using a probit regien modelConsult or Law Expis omitted in specification (6) as it perfectly

predicts the dependent indicator varialeneralist t-statistics are estimated using robust stanéarors. ***, ** * denote
statistical significance at the 1%, 5%, and 10%llev

Dep. Variable GAl index GAl Generalist
unweighted (dummy
(1) (2 (3) 4) (5) (6)
Executive characteristics:
Age 0.0257*** 0.0129* 0.0314*** 0.0349*** 0.0812** 0.0481***
(3.071) (1.909) (3.780) (4.261) (4.306) (3.493)
CEO 0.5005*** 0.4677** 0.7991*** 1.8971%* 1.127%*=
(3.511) (3.475) (3.724) (3.807) (3.073)
Consult or Law Exp. 1.6732* 1.6448*** 1.3879** BO79**
(2.536) (2.785) (2.347) (2.338)
Founder -0.5239%** -0.1658 -0.1880 -0.3999 -@p7
(-3.383) (-1.027) (-1.163) (-1.062) (-0.256)
Tenure -0.0388*** -0.0319***  -0.0305*** -0.0727* -0.0590***
(-6.398) (-4.862) (-4.787) (-4.881) (-4.841)
Firm characteristics:
Firm size 0.0419 0.0262 0.0589 0.1606* 0.1170*
(1.142) (0.732) (1.618) (1.896) (1.788)
MTB 0.0346 0.0183 0.0308 0.0603 -0.0245
(1.015) (0.553) (0.896) (0.769) (-0.404)
ROA -0.9900** -0.6759 -0.6175 -1.6229* -0.8371
(-2.259) (-1.492) (-1.497) (-1.707) (-1.206)
Governance characteristics:
Board size -0.0378 -0.0916 -0.1276***
(-1.335) (-1.383) (-2.588)
Duality -0.5050** -1.1877** -1.1391***
(-2.519) (-2.527) (-3.328)
Independent board 0.2823* 0.7001* 0.1137
(1.814) (2.933) (0.470)
Staggered -0.0885 -0.1975 0.2066
(-0.633) (-0.603) (0.836)
Constant -1.0062** -1.3493**  -1.9691*** = -2.1127*** 1.1883 -2.1475**
(-2.233) (-3.065) (-4.446) (-4.533) (1.113) b2)
Observations 170 164 164 159 159 159
Adj./Pseudo R-squared 0.170 0.226 0.314 0.376 00.43 0.256
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Table 3 — General managerial skills and shareholderalue (1)

This table reports results from OLS regressionshefabnormal stock price reaction around execu@€Os, presidents and
chairmen) sudden deaths, measured by the vari@iBs(-1,1)_MMin Panel A and Panel B)ndCAR (-1,1)_FF3in Panel C),

on the variable$Al index(in Panel A and C) oGeneralist(in Panel B) Firm sizeand a constant. Chairmen denotes deceased
chairmen of the board who were neither CEOs nasigeats. Variables are defined in Appendix B. tistias are estimated using
robust standard errors. ***, ** * denote statisticignificance at the 1%, 5%, and 10% level.

Panel A: Market model (MM) abnormal returns

Dep. Variable CAR (-11) MM
All All CEOs and CEOs Chairmen
presidents
1) (2) 3) 4 (5)
GAl index -0.0116** -0.0136* -0.0186** -0.0037
(-2.009) (-1.887) (-2.274) (-0.486)
Firm size 0.0091*** 0.0095*** 0.0095*** 0.0097*** 00095
(3.458) (3.630) (3.727) (3.314) (0.899)
Constant -0.0489*** -0.0510%** -0.0558*** -0.0525% -0.0336
(-2.665) (-2.801) (-3.109) (-2.638) (-0.486)
Observations 168 168 131 105 37
Adj. R-square 0.04¢ 0.05¢ 0.057 0.06¢ 0.00¢
Panel A: Market model (MM) abnormal returns
Dep. Variable CAR(-1,1) MM
All All CEOs and CEOs Chairmen
presidents
(1) ) (3) (4) (5)
Generalist -0.0354*** -0.0378** -0.0467* -0.0091
(-2.714) (-2.128) (-2.272) (-0.372)
Firm size 0.0091*** 0.0094*** 0.0106*** 0.0110%** 00096
(3.458) (3.702) (4.130) (3.653) (0.909)
Constant -0.0489*** -0.0358* -0.0412** -0.0324 -Q90
(-2.665) (-1.893) (-2.032) (-1.411) (-0.451)
Observations 168 168 131 105 37
Adj. R-square 0.04¢ 0.07¢ 0.07¢ 0.087 0.007
Panel C: Fama-French three-factor (FF3) abnormal reurns
Dep. Variable: CAR(-1,1) FF3
All All CEOs and CEOs Chairmen
presidents
@ 2 ®3) 4 5
GAI index -0.0112* -0.0126* -0.0170** -0.0047
(-1.916) (-1.721) (-2.048) (-0.583)
Firm size 0.0102%** 0.0106*** 0.0106*** 0.0105*** 00100
(3.749) (3.906) (3.995) (3.374) (0.920)
Constant -0.0559*** -0.0579%** -0.0638*** -0.0607* -0.0337
(-2.975) (-3.102) (-3.450) (-2.927) (-0.480)
Observations 168 168 131 105 37
Adj. R-squared 0.061 0.070 0.069 0.073 0.009
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Table 4 — General managerial skills and shareholderalue (II)

This table reports results from OLS regressionshefabnormal stock price reaction around execu@€Os, presidents and
chairmen) sudden deaths, measured by the var@hR (-1,1)_FF3on the variabléSAl index(specifications 1-3 and 7) or
Generalist(specification 4) oiGAI Unweighted(specification 5) oResidual GAl indeXspecification 6), controls for executive
and firm characteristics and a constant. Specifinaf7) additionally includes controls for govercancharacteristicfkesidual
GAl indexis the residual from a regression®4l indexon Age CEQ, Consult or Law ExpFounder Tenure and a constant. All
other variables are defined in Appendix B. t-stafisare estimated using robust standard errors. ** * denote statistical
significance at the 1%, 5%, and 10% level.

Dep. Variable: CAR(-1,1)_FF3
All CEOs and presidents
1) (2 (3) (4) (5) (6) (7
GAl index -0.0170*** -0.0216***  -0.0200** -0.0189**
(-2.651) (-2.942) (-2.578) (-2.343)
Generalist -0.0390**
(-2.475)
GAIl unweighted -0.0092**
(-2.609)
Residual GAI index -0.0157*
(-2.014)
Executive controls:
Age 0.0030*** 0.0035***  0.0032** 0.0029** 0.0032** 0.0033**
(3.584) (3.287) (2.599) (2.432) (2.595) (2.298)
CEO 0.0193 0.0234 0.0227 0.0198 0.0227 0.0192
(1.225) (1.315) (1.242) (2.099) (1.239) (0.906)
Consult or Law Exp. 0.0444* 0.0646**  0.0618**  0.0552** 0.0618*** 0.0640**
(1.820) (2.853) (2.672) (2.091) (2.681) (2.599)
Founder 0.0059 0.0101 0.0058 0.0049 0.0064 0.0035
(0.353) (0.487) (0.284) (0.243) (0.311) (0.175)
Tenure 0.0006 0.0006 0.0005 0.0003
(0.634) (0.633) (0.620) (0.360)
Firm controls:
Firm size 0.0098*** 0.0112** 0.0115** 0.0123*** 0.0117** 0.0094*+*  0.0119**
(2.739) (3.231) (3.219) (3.359) (3.270) (2.699) (2.521)
MTB -0.0024 0.0001 0.0003 -0.0005 0.0000 -0.0022 0.0003
(-0.849) (0.042) (0.097) (-0.182) (0.017) (-0.772) (0.077)
ROA -0.0182 -0.0179 -0.0218 -0.0197 -0.0233 0.0305 -0.0214
(-0.610) (-0.597) (-0.702) (-0.629) (-0.746) (0.873) (-0.p48
Governance controls:
Duality 0.0077
(0.557)
Board size -0.0003
(-0.067)
Independent board -0.0109
(-0.739)
Staggered board -0.0057
(-0.420)
Constant -0.2463**  -0.2966*** -0.2857*** -0.2461** -0.2272**  -0.0485 -0.2838***
(-4.184) (-4.254) (-3.872) (-3.445) (-3.270) (-1.872) (-3068
Observations 164 127 127 127 127 127 123
Adj. R-squared 0.199 0.236 0.232 0.229 0.232 0.088 0.207
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Table 5 — GAIl index components

This table reports results from OLS regressionghefabnormal stock price reaction around execyidEOs and presidents)
sudden deaths, measured by the variaBlR (-1,1)_MM(Panel A)andCAR (-1,1)_FF3Panel B), on the components of the
GAl index, controls for executive and firm charaidcs and a constant. The control variables etluzde used in regression
specification (3) of Table 4. Variables are defiiredppendix B. t-statistics are estimated usinlgusi standard errors. ***, ** *
denote statistical significance at the 1%, 5%, Hb level.

Panel A: Market model (MM) abnormal returns

Dep. Variable: CAR(-1,1) MM
@ @ ®3) 4 ®)

Number of Number of Number of CEO Conglomerate

positions firms industries experience experience
GAIl component -0.0106* -0.0175* -0.0401** -0.0222 -0.0197

(-1.702) (-2.089) (-2.260) (-1.623) (-1.445)
Controls Yes Yes Yes Yes Yes
Constant Yes Yes Yes Yes Yes
Observations 127 127 127 127 127
Adj. R-squared 0.206 0.215 0.221 0.202 0.199

Panel B: Fama-French three-factor (FF3) abnormal reurns
Dep. Variable: CAR(-1,1)_FF3
@ 2 3 4 ®)

Number of Number of Number of CEO Conglomerate

positions firms industries experience experience
GAIl component -0.0114* -0.0164** -0.0322* -0.0244* -0.0194

(-1.781) (-2.078) (-1.890) (-1.861) (-1.441)
Controls Yes Yes Yes Yes Yes
Constant Yes Yes Yes Yes Yes
Observations 127 127 127 127 127
Adj. R-squared 0.211 0.216 0.214 0.207 0.202
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Table 6 — Robustness Test (I):

Median regressions and simultaneous exclusion of thiers of CAR (-1,1) and GAIl index

This table reports results from regressions ofabeormal stock price reaction around executive (€8 presidents) sudden
deaths on the variabf@Al index controls for executive and firm characteristiogl @ constant. Regression specifications (1) and
(2) are median regressions. Regression specifimti@) and (4) are basic OLS regressions. Spetifica(3) excludes
observations if i\CAR (-1,1)_FF3s smaller than or equal to th& percentile, ii)CAR (-1,1)_FF3s larger than or equal to the
95" percentile, iii)GAI indexis smaller than or equal to th& Percentile, iv)GAI indexis larger than or equal to the'™®5
percentile. Specification (4) excludes observatibrijs CAR (-1,1) FF3s smaller than or equal to th& Bercentile, ii)CAR (-
1,1)_FF3is larger than or equal to the™percentile, iii)GAl unweighteds smaller than or equal to th& percentile, iv)GAI
unweighteds larger than or equal to the®™®percentile. All variables are defined in Appen8ixt-statistics are estimated using
robust standard errors. ***, ** * denote statisticignificance at the 1%, 5%, and 10% level.

Dep. Variable: CAR(-1,1)_FF3
Median regressions Exclusion of outliers
(1) 0 3) @)
GAIl index -0.0158* -0.0228**
(-1.971) (-2.169)
GAIl unweighted -0.0076** -0.0132***
(-2.080) (-2.890)
Executive controls:
Age 0.0027*** 0.0027*** 0.0027*** 0.0027***
(3.300) (3.371) (3.853) (4.018)
CEO 0.0044 0.0031 0.0051 0.0060
(0.250) (0.175) (0.377) (0.444)
Consult or Law Exp. 0.0276 0.0272 0.0600** 0.0682***
(0.683) (0.676) (2.320) (2.829)
Founder -0.0061 -0.0023 0.0047 0.0088
(-0.335) (-0.130) (0.330) (0.622)
Tenure 0.0001 -0.0000 0.0002 0.0002
(0.120) (-0.041) (0.310) (0.259)
Firm controls:
Firm size 0.0058* 0.0068** 0.0114*** 0.0131***
(1.738) (2.028) (3.638) (4.208)
MTB 0.0008 0.0003 0.0005 0.0000
(0.201) (0.090) (0.176) (0.003)
ROA 0.0045 -0.0040 -0.0333 -0.0484*
(0.117) (-0.105) (-1.106) (-1.670)
Constant -0.2086*** -0.1665*** -0.2400%** -0.1682***
(-3.991) (-3.384) (-4.984) (-3.268)
Observations 127 127 91 90
% of sample excluded - - 28% 29%
Pseudo/Ad). R-squared 0.107 0.108 0.285 0.311
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Table 7 — Robustness Test (l1):
Alternative explanations: Innate talent, time and ndustry effects

This table reports results from OLS regressionghefabnormal stock price reaction around execyidEOs and presidents)
sudden deaths, measured by the varidbhR (-1,1) FF3 on the variableGAIl index controls for executive and firm
characteristics, additional controls which addral$srnative explanations, and a constafgaris a continuous variable which
takes on values between 1980 and 2012. Decadeotate binary variables for the 1980s, 1990s, 2G0@l 2010s. Fama and
French 10 industry controls are used. All otherialdes are defined in Appendix B. t-statistics astimated using robust
standard errors. ***, ** * denote statistical sifoance at the 1%, 5%, and 10% level.

Dep. Variable: CAR(-1,1) FF3
1) 2 3) 4 (5)
CEOs only
GAIl index -0.0209** -0.0206*** -0.0183** -0.0181* -0.0151**
(-2.452) (-2.677) (-2.323) (-2.259) (-2.036)
Additional controls:
First CEO age -0.0045**
(-2.009)
Tenure/Age -0.6982** -0.6264*
(-2.138) (-1.976)
Year -0.0014 -0.0010
(-1.480) (-1.036)
Executive controls:
Age 0.0067** 0.0004 0.0030** 0.0029** 0.0003
(2.445) (0.311) (2.470) (2.368) (0.268)
CEO 0.0224 0.0295 0.0270 0.0264
(1.320) (1.514) (1.400) (1.422)
Consult or Law Exp. 0.0487 0.0512** 0.0667*** 0.0ro* 0.0838***
(1.274) (2.001) (3.075) (2.993) (3.628)
Founder -0.0035 0.0107 0.0061 0.0080 0.0216
(-0.190) (0.538) (0.300) (0.379) (1.090)
Tenure -0.0028 0.0112** 0.0006 0.0006 0.0103**
(-1.243) (2.205) (0.678) (0.637) (2.098)
Firm controls:
Firm size 0.0106** 0.0119*** 0.0123*** 0.0127*** @M125***
(2.520) (3.338) (3.318) (3.417) (3.098)
MTB 0.0013 -0.0008 0.0007 0.0007 -0.0002
(0.404) (-0.311) (0.232) (0.245) (-0.073)
ROA -0.0126 -0.0089 -0.0299 -0.0288 -0.0338
(-0.361) (-0.299) (-0.930) (-0.914) (-1.097)
Constant -0.2183**=* -0.1151 2.5050 -0.3110%*= 1.9%¥3
(-3.280) (-1.366) (1.340) (-4.052) (0.999)
Decade controls No No No Yes No
Industry controls No No No No Yes
Observations 101 127 127 127 127
Adj. R-squared 0.305 0.271 0.240 0.230 0.306
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Table 8 — Robustness Test (l11):
Alternative explanations: Education and network

This table reports results from OLS regressionghefabnormal stock price reaction around execyidEOs and presidents)
sudden deaths, measured by the varidbhR (-1,1) FF3 on the variableGAIl index controls for executive and firm
characteristics, additional controls which addrakernative explanations, and a constant. All othariables are defined in
Appendix B. t-statistics are estimated using rolstishdard errors. *** ** * denote statistical si§cance at the 1%, 5%, and
10% level.

Dep. Variable: CAR(-1,1)_FF3
1) @) (3) 4)
GAl index -0.0188** -0.0188* -0.0194** -0.0162*
(-2.219) (-1.951) (-2.257) (-1.895)
Additional controls:
Uni degree -0.0193* -0.0207*
(-1.764) (-1.806)
vy League 0.0125 0.0117
(0.672) (0.600)
Outside directorships 0.0005
(0.043)
Executive controls:
Age 0.0026* 0.0022 0.0024* 0.0031***
(1.961) (1.663) (1.915) (2.991)
CEO 0.0196 0.0339 0.0207 0.0176
(1.006) (1.615) (1.017) (0.768)
Consult or Law Exp. 0.0817*** 0.0831*** 0.0821*** 0546**
(2.888) (2.704) (2.977) (2.135)
Founder -0.0043 -0.0082 -0.0028 -0.0148
(-0.122) (-0.249) (-0.081) (-0.843)
Tenure 0.0011 0.0006 0.0009 0.0000
(0.878) (0.597) (0.765) (0.015)
Firm controls:
Firm size 0.0146*** 0.0151*** 0.0149%*+* 0.0115%*+*
(3.125) (3.515) (3.188) (3.357)
MTB 0.0057 0.0045 0.0055 0.0015
(2.410) (2.199) (1.310) (0.515)
ROA -0.0722* -0.0452 -0.0728* -0.0344
(-1.844) (-1.361) (-1.883) (-1.1270)
Constant -0.2589*** -0.2756*** -0.2535*** -0.2761%
(-3.061) (-3.204) (-3.031) (-3.821)
Observations 72 77 72 93
Adj. R-squared 0.235 0.204 0.225 0.255
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Table 9 — Robustness Test (1V):

Executive succession and causes of sudden deaths

This table reports results from OLS regressiorntheffollowing regression modeLAR (-1,1) FF3 =« + f1*GAl index +S2*Age

+ p3*CEO + fs*Consult or Law Exp. #8s*Founder + Se*Tenure +47*Firm size +fs* MTB + fo* ROA +¢. The regression uses
all cases of deceased CEOs or presidents, i.ereginession model is similar to specification (B)rable 4. For brevity, only the
regression coefficient of the variab®Al indexis reported. All variables are defined in Appen@ixt-statistics are estimated
using robust standard errors. ***, ** * denotet&tcal significance at the 1%, 5%, and 10% level.

Sample GAI coefficient t-stat Obs
1 Successor is firm insider -.0256 -3.04%x* 111
2 Firm size (total assets) > Median -.0268 -2.40** 64
3 Firm size (market cap) > Median -.0268 -2.41** 65
4 Firm age (CRSP) > Median -.0220 -1.86* 65
5 w/o heart attacks and unknown deaths reasons 91-.03 -1.86* 33
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Table 10 — Robustness Test (V): Including further antrol variables

This table reports results from OLS regressionghefabnormal stock price reaction around execyidEOs and presidents)
sudden deaths, measured by the vari@AR (-1,1)_FF3on the variablésAl index(specifications 1, 2 and 5) @eneralist
(specification 3) oGAI unweightedspecification 4), controls for executive and fiamaracteristics (both as in specification (3)
of Table 4), additional controls, and a constamief@icients of the controls for executive and fictmaracteristics are not reported
for brevity. Ownership20%s a dummy variable equaling one if the deceagedwgive owned more than 20% of the firm’'s stock

(similar to Bebchuk, Cremers, and Peyer, 2011)cHipations (2) to (5) further include the variatBeisiness segmentghich is
the number of business segments as reported in Gatp(if available). All other variables are defihin Appendix B. The
analysis in specification (5) is limited to deceh€&¥EOs. t-statistics are estimated using robusdsta errors. ***, ** * denote

statistical significance at the 1%, 5%, and 10%llev

Dep. variable:

CAR(-1,1) FF3

(1) (2 (3) 4) (5)
CEOs only
GAl index -0.0193** -0.0164** -0.0196**
(-2.507) (-2.113) (-2.217)
Generalist -0.0316**
(-2.160)
GAl unweighted -0.0076**
(-2.128)
Additional controls:
Ownership20% 0.0662** 0.0703** 0.0660** 0.0702** @47
(2.200) (2.188) (2.088) (2.190) (1.995)
President 0.0257 0.0201 0.0229 0.0204 0.0259
(1.098) (0.828) (0.970) (0.843) (1.036)
Successor is firm insider 0.0434** 0.0371* 0.0399** 0.0371* 0.0394**
(2.284) (1.801) (1.997) (1.801) (1.996)
CapEx/NetPPE -0.0196 -0.0246 -0.0348 -0.0248 -m023
(-0.424) (-0.501) (-0.697) (-0.504) (-0.351)
Firm age (CRSP) 0.0004 0.0006 0.0007 0.0006 0.0006
(0.985) (1.426) (1.549) (1.436) (1.144)
Leverage -0.0327 -0.0409 -0.0346 -0.0409 -0.0355
(-0.927) (-1.042) (-0.916) (-1.046) (-0.890)
R&D -0.0572 -0.0980 -0.1110 -0.0963 -0.0066
(-0.608) (-1.089) (-1.243) (-1.070) (-0.059)
Business Segments -0.0013 -0.0015 -0.0012
(-0.843) (-1.014) (-0.823)
Constant -0.3727%*= -0.3412%*= -0.3086*** -0.2934* -0.3172%*=
(-4.138) (-3.552) (-3.269) (-3.069) (-3.606)
Executive characteristics Yes Yes Yes Yes Yes
Firm characteristics Yes Yes Yes Yes Yes
Observations 120 113 113 113 95
Adj. R-squared 0.287 0.278 0.277 0.278 0.263
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Table 11 — Difficult corporate tasks and the valuef general managerial skills

This table reports results from OLS regressionghefabnormal stock price reaction around execyidEOs and presidents)
sudden deaths, measured by the vari@#®& (-1,1) FF3on the variabl&Al index interaction terms of the variab®Al index
with the variablesMTB, CapEx/NetPPETobin’'s Q andROA as well as controls for executive and firm chasgstics and a
constant. All variables are defined in Appendix tBtatistics are estimated using robust standamkser**, ** * denote
statistical significance at the 1%, 5%, and 10%llev

Dep. variable: CAR (-11) FF3
1) 2 (3) (4)
GAl index -0.0352*** -0.0401*** -0.0393*** -0.0218%*
(-3.046) (-2.952) (-2.946) (-2.651)
Interaction terms:
GAl index * MTB 0.0059**
(2.061)
GAl index * Tobin’s Q 0.0107**
(2.036)
GAl index * CapEx/NetPPE 0.0697**
(2.234)
GAl index * ROA -0.0304
(-1.245)
Executive controls:
Age 0.0031** 0.0032*** 0.0034*** 0.0033***
(2.577) (2.634) (2.757) (2.673)
CEO 0.0188 0.0187 0.0184 0.0219
(1.051) (1.041) (0.968) (2.200)
Consult or Law Exp. 0.0656*** 0.0659*** 0.0653** 0640***
(2.674) (2.699) (2.547) (2.857)
Founder 0.0077 0.0094 0.0061 0.0050
(0.378) (0.447) (0.286) (0.244)
Tenure 0.0005 0.0005 0.0003 0.0004
(0.586) (0.536) (0.311) (0.497)
Firm controls:
Firm size 0.0119*** 0.0116*** 0.0118*** 0.0112%**
(3.364) (3.299) (2.728) (3.073)
MTB -0.0004 0.0011 -0.0005
(-0.157) (0.370) (-0.178)
ROA -0.0055 -0.0080 -0.0161 -0.0060
(-0.176) (-0.259) (-0.422) (-0.182)
CapEx/NetPPE -0.0025
(-0.056)
Tobin's Q -0.0012
(-0.184)
Constant -0.2791**=* -0.2793*** -0.2944 %% -0.2850*
(-3.866) (-3.829) (-4.099) (-3.921)
Observations 127 127 120 127
Adj. R-squared 0.242 0.242 0.233 0.232
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Appendices

Appendix A — Distribution of sudden deaths over tine
This table shows the distribution of sudden deattes time for the sample period 1980-2012.

Period N Share of total
1980s 43 25.2%
1990s 66 38.6%
2000s 56 32.7%
2010s 6 3.5%
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Appendix B — Variable definitions

This table provides an overview and detailed di&fing of the variables used in this study. Accauptiata refers to the
previous fiscal year and is winsorized at tHeaBid 9% percentiles.

Variable Definition

Abnormal returns:

CAR (-1,1) Cumulative abnormal return between ntl &1 where t is the date of death or the nextiigaday
in case death took place on a non-trading daymaséid using either the market model (denoted as
CAR (-1,1)_MM or multi-factor modelsGAR (-1,1)_FF3rCAR (-1,1)_4F.

SCAR (-1,1) CAR (-1,1) divided by a firm’'s standatdviation of abnormal stock returns from the ev&nty

Executive characteristics:
Age

CEO
Chairman

Consult or Law Exp.

First CEO Age

Founder

GAl index

GAIl unweighted
Generalist
lvy League

President

Outside directorships
Successor is firm insider
Tenure

Uni degree

Firm characteristics:
CapEx/NetPPE

Firm age (CRSP)
Firm size
Leverage

MTB

ROA
R&D
Tobin's Q

Governance characteristics:
Board size

Duality

Independent board

Staggered board

estimation window. Estimated using the market model

Age of the deceased executive at the timesobhher death.
Dummy equaling 1 if the deceased executiveth@firm’'s CEO, 0 otherwise.
Dummy equaling 1 if the deceased executagethe firm’s chairman, 0 otherwise.

Dummy equaling 1 if the deceaseecutive had work experience with either a chinguor a law
firm, O otherwise.
Age at which the deceased execuitiselfecame CEO (for CEOs only).

Dummy equaling 1 if the deceased execuia® the firm's founder or the founder's offsprirfy,
otherwise.

General ability index, defined as in @b, Ferreira, and Matos (2018Al indexis standardized
to have a mean of zero and a standard deviatiamef Larger GAIl index values indicate higher
general managerial skills.

Sum of the five unweighted GAI indeemponents (i.e., # management positions, # firs,
industries, was CEO before, worked for conglomérate

Dummy equaling 1 if a deceased execsti@Al index is above the median of the variaBial
index 0 otherwise.

Dummy equaling 1 if the deceased exeegraduated from an Ivy League school at any Jevel
otherwise.

Dummy equaling 1 if the deceased exexutds the firm'’s president, O otherwise.

Natural logarithm of the nembf external board seats a deceased executige hel
Dummy equaling 1 if tleeehsed executive's permanent successor is arfdider, O otherwise.
Tenure of the deceased executive at thedtitnis or her death.

The deceased executive’s education.vahable Uni degreetakes the values 0 (no degree), 1
(Bachelor), 2 (Master), 3 (PhD).

Capital expenditures divided by nep@rty plant and equipment (PPE) (winsorized).
Firm age since IPO (based on tHeRORclusion date).
Logarithm of a firm’s total assets (Irfeis)).

Total liabilities to total assets (winsed).

Market-to-book ratio, constructed as the ratidghe market value of equity to the differencenmstn
assets and liabilities (winsorized).
Income before extraordinary items divided btatassets (winsorized).

Ratio of R&D expenses to total assets (winsed)z

(Market value of equity + preferred stackotal liabilities) / total assets (winsorized).

The number of directors on the firm'ardoof directors.
Dummy equaling 1 if the deceased was itm’'$ CEO and chairman, 0 otherwise.

Dummy equaling 1 if the firm’'atubof directors is truly independent, i.e., thgamty of directors
are neither insiders, nor grey directors, O othsgwi
Dummy equaling 1 if the firm’s lloafrdirectors has staggered election terms, Onige.
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Appendix C — Robustness Test (VI): Alternative meages of abnormal returns

This table reports results from regressions ofabeormal stock price reaction around executive (€8 presidents) sudden
deaths on the variabl@Al index controls for executive and firm characteristicsl @ constant. All variables are defined in
Appendix B. In regression specifications (3) any (dspectivelyCAR (-1,1)_MMandCAR (-1,1)_FF3are winsorized at thehs
and 9% percentiles. Specification (5) is a probit regi@ssCAR (-1,1)_MM < 0Ois a dummy variable equaling 1 AR (-
1,1)_MMis smaller than zero, O otherwidestatistics (z-statistics) are estimated usirgusd standard errors. ***, ** * denote
statistical significance at the 1%, 5%, and 10%llev

Dep. variable: SCAR (-1,1) CAR (-1,1)_4F CAR(-11) FF3 CAR(-1,1) MM  CAR(-1,1)_ MM
winsorized winsorized <0 (dummy)
(1) (2 (3) (4) (5)
GAl index -0.8601* -0.0198* -0.0154* -0.0158** R669*
(-2.488) (-2.468) (-2.403) (-2.517) (1.774)
Executive controls:
Age 0.1351** 0.0031** 0.0023*** 0.0022*** -0.0266*
(2.366) (2.553) (3.099) (3.106) (-1.921)
CEO 0.4199 0.0228 0.0103 0.0178 -0.6955*
(0.477) (1.279) (0.773) (1.323) (-2.078)
Consult or Law Exp. 5.4065 0.0627*** 0.0534* 0.0472 -0.8974
(2.277) (2.648) (2.947) (1.723) (-1.482)
Founder 0.6392 0.0048 0.0005 0.0070 -0.1868
(0.660) (0.232) (0.033) (0.463) (-0.574)
Tenure 0.0285 0.0006 0.0006 0.0006 -0.0082
(0.766) (0.653) (0.918) (0.951) (-0.600)
Firm controls:
Firm size 0.3303** 0.0120*** 0.0108*** 0.0106*** -(1188*
(2.059) (3.338) (3.860) (3.868) (-1.933)
MTB -0.0321 0.0004 0.0005 -0.0006 -0.0204
(-0.329) (0.136) (0.188) (-0.274) (-0.304)
ROA -1.5581 -0.0280 -0.0134 -0.0267 -0.1598
(-1.233) (-0.878) (-0.488) (-0.885) (-0.241)
Constant -10.1756*** -0.2862*** -0.2196*** -0.2180* 3.2429**
(-3.418) (-3.899) (-4.600) (-4.905) (3.254)
Observations 127 127 127 127 127
Adj./Pseudo R-sq. 0.159 0.229 0.278 0.262 0.129
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