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Interlocking Board Seats and Protection for Directors after Schoon 

 

We examine companies’ response to the Delaware case Schoon v. Troy Corp which permitted a 

board to alter indemnification arrangements for a former director retroactively. The decision left 

directors vulnerable unless their firm acted to restore protection. Using a hand-collected data set 

of director indemnification provisions, we measure the impact of interlocking directors, that is, 

directors who serve on boards of multiple firms, in propagating indemnification changes.  Using 

panel data, we find that firms with an instance of outside director interlock with a firm that 

already responded to Schoon were nearly three times as likely to adopt enhanced indemnification 

protection as firms that did not have such a director. This effect holds only for outside directors 

and only for interlocks with responding firms. We identify other covariates associated with 

responsiveness: (i) a large proportion of outside directors; (ii) a designated independent lead 

director, and (iii) more board meetings in executive session are all associated with increased 

probability of response.  The results are consistent with director networks empowering outside 

directors to protect themselves after an exogenous legal change, and highlights potential 

shortcomings in in-house legal advice to outside directors.   
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1. Introduction 

In a surprising March 2008 decision, Schoon v. Troy Corp., the Delaware Court of 

Chancery validated a company’s amendment to its bylaws eliminating advancement rights to a 

former director with whom they had a dispute. As a result of the Schoon decision, directors 

suddenly had to worry that advancement and indemnification rights, which cover litigation 

expenses if they are sued as board members, could be altered retroactively. Corporate law firms 

flagged Schoon as one of the surprising decision of the year, and were quick to offer potential 

steps to restore pre-Schoon protection by altering bylaws or adopting personal contracts that 

cannot be changed retroactively to protect directors. Delaware eventually amended its corporate 

law to restore protection, but for more than a year many directors in Delaware, and outside 

directors in particular, were exposed to a significant risk that could be mitigated only through 

board action to adopt enhanced indemnification. 

Schoon created a sudden, uniform change in corporate governance, and the case therefore 

provides an opportunity to study the diffusion of legal protections for directors and sheds light on 

the spread of corporate governance practices generally.  We study interlocking directorships, 

directors who serve on more than one board, as a channel through which governance changes in 

response to Schoon may have propagated among firms.  Interlocks have been related to diffusion 

of practices such as backdating options and the adoption of the poison pill.  The Schoon case, 

however, provides a unique opportunity to study corporate governance change for several 

reasons.   

First, Schoon represented a uniform, exogenous change to firms’ settled expectations 

about their indemnification arrangements.  Thus, all firms faced similar decisions at the same 

time.  This is distinct from contexts like the poison pill, where differential takeover vulnerability 

would partially determine the result.  Second, this is the first study of interlocks to separate 

interlocks among outside and inside directors.  Insiders’ exposure to Schoon was more limited;  

they often have their employment contracts which include protection, and it is less likely that the 
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board would turn against the insiders.
1
 Finally, Shoon differs from other contexts in which 

interlocks have been studied because it occurred in an information-rich environment: law firm 

memos describing the case were widely circulated, and Schoon was widely identified as an 

important case.  Because of this, our results suggest that interlocks may be a source of leverage, 

and not just information, for outside directors. 

We hand-collect SEC filings for the 268 Fortune 500 firms incorporated in Delaware, and 

code their indemnification arrangements before and after the Schoon case. We find substantial 

variation across firms in whether and when companies responded.  Of the 158 firms that did not 

already have individual indemnification contracts in place (the most effective post-Schoon 

protection), 65 acted to adopt some form of protection, and most firms did so within eight 

months of the opinion.  Thus, a significant number of large firms found the case important 

enough to warrant a response.  

The main focus of our investigation therefore is whether directors’ interlocking board 

seats at firms that had already adopted enhanced indemnification increased the likelihood that 

their indemnification rights would be restored. Using a multi-period logit model, we find that 

companies with outside directors sitting on the board of firms that had already altered their 

indemnification arrangements were significantly more likely to adopt Schoon protection 

themselves, but only if the interlocking director was an outside director. The effect is statistically 

and economically significant. Firms with outside directors who served on boards of other 

responding firms were almost three times as likely to adopt protection themselves.   

To address the potential endogeneity concern that firms that are more likely to respond to 

Schoon are also more likely to appoint directors that sit on many boards, we test whether a 

response is associated with the total number of interlocks and not only with responding firms. 

We find that interlocks with non-responding firms did not predict change. Consistent with 

                                                           
 

1
 An amicus brief filed by the National Association of Corporate Directors (NACD) with the 

Delaware Supreme Court specifically argued that the case imposed a particular risk on outside 

dissenting directors and could affect dynamics within the boardroom. 
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insiders being less in need of protection, we also found that interlocking inside directors did not 

predict a change.   

Our methodology, combined with the exogenous shock of the Schoon case, provides a 

more robust context in which to test the impact of interlocks than is generally available.  Rather 

than simply take interlocks between firms, which may be endogenous, as the independent 

variable, we isolate the effect of directorships interlocking with firms that already responded to 

Schoon and control for the general number of interlocks.  Since firms adopted protection at 

different times, each adoption constitutes a shock to interlocking firms that have not yet adopted.  

It is the effect of this shock which as are able to measure.   

We also examine other factors potentially associated with outside directors’ power and 

independence. We find that firms with a large proportion of inside directors were less likely to 

respond. Thus, responsiveness is also associated with the overall power of the outside directors. 

We examine whether firms’ response to Schoon is associated with two governance features 

related to the power of outside directors: the number of times the outside directors met in 

executive session and whether the firm has a designated lead independent director.  Both of these 

variables proxy for the power of outside directors relative to insiders. We find that firms whose 

outside directors had more meetings in executive session without insiders present were more 

likely to respond.  We also find that firms with a designated lead independent director were more 

likely to respond.  All of these results are consistent with firms with more active and influential 

outside directors being more likely to adopt enhanced protection in the aftermath of Schoon. 

Our findings make several contributions to the literature on board interlocks. At a 

fundamental level, we identify a new context in which interlocks matter.  More importantly, we 

show that outside interlocks may empower outside directors in the boardroom when their 

interests are not completely aligned with management. Our findings also suggest that interlocks 

play a role in propagating change even in an informationally rich environment.  For example, the 

practice of options backdating was a natural candidate to propagate through interlocks since it is 

a covert practice, but the Schoon case was widely publicized and law firms were consistent in 

recommending a response. This suggests that interlocks may go beyond spreading information to 

also provide leverage to outside directors in negotiating with insiders.  Finally, our results 
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suggest, in contrast to the backdating context, that interlocks can play a positive role in firm 

governance by enhancing the effectiveness of outside directors.  

Our findings also have implications for the literature on corporate governance and the 

role of the general counsel. Outside directors usually rely on the general counsel for routine legal 

advice with respect to their board service (Veasey and DiGuglielmo, 2006, 2012). But, some 

commentators have suggested that, while the general counsel advises board members, he is also a 

member of the company management and may be influenced by this insider position 

(Bainbridge, 2012; Veasey and DiGuglielmo, 2012). Our finding that firm responsiveness varies 

based on characteristics of the outside directors suggests that some general counsels may have 

incentives that are not identical to those of outside directors, providing support for these 

arguments. 

Finally, we contribute to the larger literature on corporate governance and outside 

directors.  In the existing directors literature, there is only modest evidence that lead independent 

directors matter Larcker, Richardson and Tuna (2007) found that appointing a lead independent 

directors in combination with other features – low insider power, and compensation that rewards 

for accounting performance - is associated with better performance and returns. To the best of 

our knowledge no study tested the effectiveness of executive sessions.  Thus, these findings 

contribute important new evidence on these questions.   

The remainder of this paper proceeds as follows.  Section 2 briefly reviews the prior 

literature.  Section 3 describes the Schoon decision and legal response.  Section 4 discusses data.  

Section 5 presents our methodology and results.  Section 6 examines potential alternative 

explanations for our results, and Section 7 concludes.    

2.  Prior Literature  

This study belongs to the growing literature on overlapping directorships, or director 

interlock.  Several studies have investigated interlocks as a mechanism for propagating corporate 

change.  Board interlocks are associated with the diffusion of option backdating (Bizjak, et al., 

2009) and the poison pill Davis (1991), and acquisition decisions and strategy (Haunschild 

1993). A particular subset of interlocks, between top executives who serve on each other’s 
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boards, has attracted special attention. CEO interlocks are associated with worse performance 

(Fahlenbrach, Low, and Stulz, 2010) and less efficient compensation (Hallock, 1997) potentially 

due to a “back scratching” effect. These interlocks are not randomly created but rather are 

positively correlated with measurements for CEO power (Fich and White, 2005). Interlocks have 

also been shown to have benefits: Board connectivity is associated with better operational 

performance and higher returns, especially in new high-growth firms (Larcker and Tayan, 2010; 

Larcker, So and Wang, 2013). 

In the study closes to this one, Bizjak, et al. (2009) use a multi-period logit model to 

identify the effect of director interlocks on the propagation of the practice of options backdating 

across firms.  They find that firms with directors interlocking with firms that have engaged in 

backdating are likely to engage in backdating themselves.  Similarly, Davis (1991) uses as a 

hazard model to track that diffusion of poison pills through firms.  Our study is methodologically 

similar to these papers.   

Unlike the existing work in this area, we distinguish insider interlocks from outsider 

interlocks and find that it is the outside interlocks that drive firms’ responses in the 

indemnification context.  Our results are also interesting because we find that interlocks matter in 

a context in which information was widely available. Communication about corporate 

governance is much more efficient than during the takeover wave of the 1980’s examined by 

Davis (1991), yet we find that director networks matter even though client memos are available 

online and general counsels receive them in their mailboxes.  Similarly, the indemnification 

modifications at issue here were widely publicized, as distinct from option backdating examined 

by Bizjak, et al. (2009), which was a covert practice.  Our results suggest that outside directors’ 

networks matter even in an information-rich environment.   

While Schoon does not directly implicate boards’ monitoring role, this study is related to 

the literature on outside directors and their effectiveness in monitoring management. A growing 

literature finds evidence for outside directors’ monitoring benefits. In boards with more outside 

directors CEO turnover is more strongly related to performance (Weisbach, 1988). Utilizing a 

geographical instrument a recent study finds that board independence positively affects firm 

value, performance, turnover, and sensitivity of compensation (Knyazeva, Knyazeva, and 
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Masulis, 2013). Similarly, evidence from outside directors’ deaths suggests that independence 

provides value (Nguyen and Nielsen, 2010). Finally, the 2002 reform resulted in lower 

compensation for firms that were required to add outside directors (Chhaochharia & Grinstein, 

2009). Faleye, et al (2010), though find that the costs of intense monitoring outweigh its benefits. 

Given these recent findings, what makes outside directors more effective in the boardroom is a 

pressing question. Outside directors contribute to the firm when their information cost is low 

(Gordon, 2007; Duchin et al, 2010). The balance of power between the board and the CEO 

affects board composition and independence. (Hermalin and Weisbach, 1988; Shivdasani and 

Yermack, 1999; Baker and Gompers, 2003).  

Given these results, identifying sources of directors’ power is critical.   Our findings 

suggest that outside directors’ networks and, in particular, their interlocking board seats may 

enhance the effectiveness of outside directors.  We also identify two measures of the influence of 

independent directors that are associated with firm responsiveness, executive sessions and lead 

independent director, that have not been extensively studied.  The important of these factors here 

suggests that additional study of these governance mechanisms may be warranted 

This study also sheds indirect light on the literature on outside directors and in-house 

counsel. For legal matters like Schoon, general counsels are charged with representing the 

interests of the entire board.  General counsels, though, are part of the management team and 

may be reluctant to aggressively pursue the interest of outside directors, particularly when those 

interests are in tension with insiders. Indeed, several commentators, including the former chief 

justice of Delaware Supreme Court, have pointed to the tensions in general counsels advising 

independent directors and their need to protect their job security. (Veasey & Di Guglielmo, 2012; 

Bainbridge, 2012), and some have predicted that outside directors may need permanent outside 

counsel (Hazard and Rock, 2004).  These arguments currently lack empirical backing. The lack 

of empirical information is not surprising, since intraboard dynamics and meetings with general 

counsel are not directly observable.  

If general counsels serve the interest of outside directors perfectly, then interlocks should 

be irrelevant, as outside directors would already get the information and advice they need.  But if 

outsider directors are forced to vindicate their own interests in the board room, then interlocks 
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could be helpful in several ways.   Most obviously, outside members who sit on other boards that 

responded to Schoon gain information about the case. Second, the precedent of another board 

responding to Schoon might avoid any negative signal associated with a director seeking revised 

indemnification protection. Finally, if an interlocking board has adopted protection, it is likely to 

be more difficult for general counsels to argue that such protection is unnecessary or not urgent. 

Our interlock findings therefore provide indirect evidence that general counsels may be 

responding suboptimally to the detriment of outside directors. 

 3.  Indemnification Rights and the Surprising Schoon Decision  

 This section begins by explaining the background of the Schoon case and the corporate 

governance disruption created by the decision. As evidenced by contemporaneous commentary 

and an unusual intervention in the court proceedings by a group representing corporate directors, 

directors were concerned about the decision.  The second part of the section turns to the legal 

response.  Drawing on public law firm memos and interviews with law firm partners, we show 

that outside lawyers overwhelmingly encouraged firms to enhance their indemnification 

protection after Schoon.  

3.1. The Schoon Decision 

Under Delaware law, companies may, and under some circumstances have to, indemnify 

directors for expenses related to lawsuits. While directors rarely have to pay out-of-pocket costs 

for liability, they must bear the legal costs to defend lawsuits until settlement is reached. 

Companies typically advance expenses for legal defense as long as the director commits to pay 

the expenses back to the company if he is found not eligible for indemnification, that is, if he 

acted in bad faith. Since cases rarely go to trial and settlements typically do not contain an 

admission of breach of good faith, directors rarely have to pay back advanced funds. More 

importantly, the advancement is automatic; no prior determination of good faith is required. 

Thus, advancement is directors’ first line of defense. It is used frequently and for large amounts 

of money.  

Before Schoon, it was commonly believed that a director’s right to indemnification could 

not be terminated by the company with respect to actions that the director had already taken.  
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While indemnification arrangements could change, the change would not be retroactive to past 

events.  Schoon held that indemnification and advancement could be altered, even with respect to 

past actions, so long as litigation against the director had not commenced as of the change.  

The Schoon saga started with a dispute involving Troy Corporation, a closely held 

company, William Bohnen, a former director, and Richard Schoon, a current director.  Both 

Bohnen and Schoon represented a large minority shareholder, the Steel Corporation.  Steel was 

seeking to sell its minority stake, and Schoon, acting as a director, made a request for the books 

and records of Troy.  Troy refused, arguing that Schoon and Bohnen planned to share this 

information with a third party, namely Steel, and Schoon sued Troy, seeking to force disclosure 

of the requested information.   

After Schoon initiated litigation under the books and records provision of the DGCL, 

Troy amended its bylaws to remove advancement of expenses. Troy then counterclaimed against 

Schoon and Bohnen, alleging that Bohnen and Schoon had shared confidential information with 

Steel. Troy asserted that its indemnification obligations were controlled by the amended bylaws 

eliminating former directors and that Bohnen was therefore not entitled to advancement of 

expenses.  Vice Chancellor Lamb held that a director’s right of indemnification vests only when 

a lawsuit against the director is submitted. Since there was no claim against Bohnen prior to the 

amendments, Bohnen’s indemnification rights had not vested and were subject to change.  That 

Troy clearly anticipated filing a lawsuit following the amendments was held not to be relevant.  

The court held that Bohnen was not subject to advancement of expenses.   

As a result of Schoon, companies could strip directors of protection and then initiate 

litigation, and disputes among board members carried, therefore, considerable danger.  To be 

sure, D&O insurance may offer indemnification. Yet, insurance policies vary in their scope of 

protection,2 they are limited in size, and most importantly, if the company is allowed to 

indemnify by law, a status that is not affected by the company’s decision to cancel 

                                                           
 

2
 While most insurance policies include former directors, not all of them do. In addition, D&O policies 

are claim made, that is, they cover only claims that were submitted when the policy was valid. Thus, the 

company can cancel coverage for former directors for claims submitted after the cancelation.  
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indemnification, retention requirements which otherwise apply only to side B policies, the 

company’s coverage, would apply also to side A policies, the director’s coverage. Since retention 

typically reaches several million dollars for large firms, insurance would not provide protection 

for a director whose indemnification or advancement rights were canceled. Indeed, no law firm 

client memorandum we examined suggested that insurance alone would solve the Schoon 

problem, though some memos suggested that insurance could provide some protection. 

Furthermore, we identified memos from insurance brokerages and risk management companies 

issued subsequent to Schoon, which encouraged firms to respond to Schoon and implied that 

having no Schoon protection might result in a higher insurance premium. 

 The result was a surprise to commentators and directors who assumed that 

indemnification protection could not be retroactively altered.  A memo from the large corporate 

law firm Ropes and Gray put it this way: 

Now, any director of a Delaware corporation, with standard 

advancement and indemnification protections, is at risk of losing the 

director’s right to advancement or indemnification as a result of a 

subsequent amendment to the corporation’s bylaws. If the director is not a 

defendant or respondent in an indemnifiable proceeding at the time of 

such an amendment, the amendment could be upheld by the courts.
 3 

The response of law firms to Schoon was swift and close to uniform.  In the weeks after 

the decision, client memos were issued by top law firms and distributed widely. We found more 

than 40 memos available online. We also found numerous blog posts, legal commentaries, and 

insurance brokers’ memos that related to Schoon.4 Thus, information was abundant. While 

                                                           
 

3
 Ropes & Gray, “Delaware Court Allows Retroactive Repeal of Director Advancement Rights” (May 5, 

2008) available at http://www.ropesgray.com/newspubs/detail.aspx?publication=919 
4
 See e.g. The D&O Diary http://www.dandodiary.com/2008/05/articles/corporate-governance/former-

directors-advancement-rights-and-do-insurance/index.html; Delaware Business Litigation Report 

http://www.delawarebusinesslitigation.com/2008/03/articles/case-summaries/court-of-chancery-limits-
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possible, it is highly unlikely that there are general counsels in the Fortune 500 companies who 

were not exposed to the case. The memos included recommendations for firms to review their 

indemnification plans and recommended specific changes to governance documents to avoid the 

risk created by Schoon.  

To understand legal practitioners’ view of the decision, we conducted informal interviews 

with seven senior corporate practitioners. Some of the interviewees wrote client memos or other 

legal commentaries on the Schoon case. The interviews took approximately half an hour. We 

asked them to provide their own view of the appropriate response to the case, as well as their 

understanding of the factors likely to affect individual firms’ responses to the decision.  We 

followed up with some of them for a second interview to get more detail or discuss topics raised 

by other interviewees.  

The memos and our interviewees overwhelmingly suggested that firms ought to have 

some protection from Schoon. The uniformity of practitioners’ advice is important for the 

empirical approach we adopt in this paper.  While the urgency of adopting a poison pill as 

studied by Davis (1991), for example, would have varied across firms insofar as they were more 

or less likely to be a takeover target,5 significant variation across firms in the response to Schoon 

is inconsistent with the prevailing legal advice.  With the exception of firms that already had 

indemnification contracts in place, which we are able to identify, the memos point to no firm-

specific characteristics that would mitigate the risk presented by Schoon, nor do they identify 

classes of firms at particular risk.  The lack of variation across memos also suggests that the 

response to Schoon is unlikely to turn on the identity of the firm’s outside counsel, a variable for 

which we cannot directly control.      

                                                                                                                                                                                           
 

advancement-rights-upon-bylaw-amendment/; Intergo insurance brokers 

http://www.integrogroup.com/data/File/white-papers/DO_Update_Delaware_Case_Nov_2008.pdf 
5
 Coates (2000) forcefully argued there was neither urgency nor real legal reason to adopt a poison pill 

unless the firm faced a hostile takeover. Poison pills could be adopted in less than 24 hours in a board 

meeting over the phone. 
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Corporate directors were sufficiently concerned about the Schoon decision that they filed 

an amicus brief through the National Association of Corporate Directors (NACD) with the 

Delaware Supreme Court asking the court to hear an appeal even after the underlying dispute had 

been settled.  The brief highlighted directors’ concerns, with a particular focus on outside 

directors.  “It is directors who go against the grain – whistle blowers and other dissenters – who 

are most likely to be targeted by corporate boards…A guarantee that advancement or 

indemnification will be honored serves both to aid recruitment of board members who will 

provide independent viewpoints and to promote the directors’ assertions of these views without 

fear of distribution.”
 6 This request for the Delaware Supreme Court to intervene is, to our 

knowledge, the only amicus brief the NACD has filed.  That they asked for a review of a case 

that had been settled highlights the concern that directors had regarding the decision. 

With these concerns in mind, in April 2009 the Delaware legislature stepped in to protect 

directors from the Schoon decision. Under the new Delaware General Corporation Law § 145(f), 

directors’ indemnification and advancement rights could be eliminated retroactively only if the 

rights explicitly allow for such modification.  This law took effect shortly thereafter, and restored 

what many had assumed to be the status quo.   

3.2. Outside Directors Network  

We focus on the role of outside directors’ networks in diffusing the response to Schoon 

because the decision posed a particular threat to outside directors. While insiders’ employment 

contracts with the company frequently include indemnification rights (Schwab and Thomas, 

2006), many outside directors rely entirely on bylaws for their indemnification and advancement 

protection. Outside directors are also more vulnerable to retroactive changes, as in Schoon, since 

their service on the board is likely to be shorter and they are therefore vulnerable to changes after 

the end of their tenure. Insiders may be vulnerable if they are being fired or if someone is taking 

over the company. Yet, they attach a low probability to the first scenario, and merger agreements 

would almost always include indemnification protection for the former board members. Finally, 

                                                           
 

6
 Brief for amicus at 7, Schoon.   
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if it is in the CEO’s interest to respond to Schoon he is less likely to be dependent on his 

networks. Davis and Greeve, (1997). General counsels are more likely to be more responsive to 

insiders’ needs, since general counsels report to the CEO.  

Outside directors’ protection, however, may not have the same priority. General counsels 

are not employed by the outside directors, and their requests may carry less immediacy. 

Furthermore, in some companies, insiders and general counsels might have been reluctant to 

extend indemnification protection that would serve to make outside directors more independent 

and potentially combative in the event of a board dispute. Thus, general counsels might not raise 

the issue if they are not specifically asked to do so by the outside directors. 

Interlocks with adopting firms may increase the likelihood that outside directors obtain 

enhanced protection in several ways. First, directors who serve on the board of an adopting firm 

are more likely to be aware of the Schoon case and its implications. Second, interlocks may 

provide leverage, since a reluctant general counsel would have less capacity to be dismissive 

about the need for changes to indemnification when a director has already received such 

protection at another firm. Third, serving on an adopting board may increase directors 

confidence that changing indemnification is the proper course of action and they are less likely to 

take “no” or even “not now” for an answer. Fourth, an instance of outside interlock may also 

make a director’s request more persuasive to other directors on the board, and weaken 

suggestions to wait out for Delaware legislation.  

 

4.  Data 

 This study examines firms’ response to Schoon between the decision in the case on 

March 28, 2008 and the adoption of the change in law, which eliminated the need for firms to 

respond.   To investigate firms’ responsiveness to Schoon we hand collect data on firms’ 

indemnification arrangements.  In particular, in order to determine whether a corporation made 

an amendment to their bylaws or adopted a contract in response to Schoon, we search the SEC 

EDGAR database beginning March 28, 2008 the date of the Court of Chancery decision in the 

case.  We identify 8-K filings with a 5.03 indicator, suggesting a change in the company’s 

bylaws, and inspect these filing for references to indemnification agreements, changes to the 

bylaws, and changes to the charter.  We also examined 10-K filings one year before Schoon and 
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in 2009 and 2010 for reference to pre-existing indemnification provisions or agreements and 

newly adopted provisions or agreements.  Whenever reference is made to an indemnification 

provision, we inspect the original document to classify the provision.  Since data on firm 

responsiveness must be hand collected, we limit our sample to Delaware-incorporated firms in 

the Fortune 500.7  We match the hand-collected data with data on firm size and board 

characteristics from Corporate Library.8  This results in a sample of 268 firms.   

 These searches allow us to identify, for each firm, what type of protection the firm had in 

place pre-Schoon and what type of protection the firm adopted in the aftermath of Schoon.   We 

divide indemnification protection into three classes in descending order of effectiveness 

corresponding to the categories of response advocated in law firm client memos: 

1) Indemnification Contracts are contracts between the corporation and board members 

implementing indemnification.  Since board members’ service is part of the 

consideration for the contract, these protections cannot be removed by the company 

against the board members’ wishes.  This protection is the strongest against the risk 

created by Schoon. 

2) Vesting Bylaws are indemnification bylaws that specifically state that the protection 

they create vests immediately.  These bylaws attempt to avoid the Schoon issue 

through the language of the bylaw itself.  While these bylaws should provide 

adequate protection, many practitioners indicated they would recommend contractual 

protection to clients.  Because many lawyers and directors assumed, prior to Schoon, 

that protection vested immediately upon the commencement of a director’s term, 

these bylaws were not common prior to Schoon. 

3) No-change Bylaws are indemnification bylaws that indicate that they cannot be 

changed without the assent of both parties.  While these bylaws provide some 

                                                           
 

7
 Specifically, we use the Fortune 500 list from 2011 as the basis for our sample.   

8
 Unfortunately while the response to Schoon was typically assisted by an outside counsel, firms do not 

disclose the identity of the outside counsel that implemented the change and thus we do not have this 

information. 
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protection against the removal of indemnification, and were common prior to Schoon, 

they are not an ideal form of protection.  It is not clear that Delaware courts would 

enforce a provision restricting the capacity of shareholders and directors to change a 

company’s bylaws.9 

 

 For each firm we observe the indemnification arrangements before and after Schoon and 

are able to determine if a change was made in the period following the case.  While changes to 

the bylaws are public, we do not directly observe contracts.  Nevertheless, under Regulation S-K 

any change to director indemnification arrangements must be reported.10  We code firms as 

having a contract if any of the filings make reference to a contract with respect to 

indemnification.   

Table 1 Panel A shows, the number of firms that had the protection prior to Schoon, the 

number of firms that adopted each protection in the aftermath of Schoon, and how many firms 

had each type of protection as of the end of our data.   Prior to Schoon a bylaw with a no-change 

provision was the most common type of protection.  Since the need for a vesting provision was 

not apparent prior to Schoon, only one company in our sample had such protection.  While the 

need for a contract to ensure vesting was not obvious pre-Schoon many companies nevertheless 

opted for contractual indemnification.  Notably, 56 firms had no protection against a removal of 

indemnification. 

 In the aftermath of Schoon many firms adopted no-change bylaws, accompanied with 

either contractual protection or a vesting bylaw provision or both.  In total, 65 firms responded to 

Schoon by adopting one or more of these options.  Many firms responded by adopting more than 

one protection.  For example, a firm might adopt a no-change bylaw and indemnification 

contracts with its directors at the same time.  Only 20 firms remained entirely unprotected after 

Schoon.   

                                                           
 

9
 Cf. Delaware courts’ skepticism about “Dead Hand” poison pills in Mentor Graphics Corp. v. Quickturn 

Design Systems, Inc. 729 A.2d 25 (Del Ch. 1998). 
10

 17 CFR 229.702. 
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Panel B of Table 1 shows the count of firms by the most effective protection they have in 

place based on our coding of protection types as described above.  The table presents the number 

of firms with contracts, the number of firms with at least vesting bylaws (but no contract), and 

the number of firms with only no-change bylaws.   This table differs from Panel A in that it does 

not double count firms with multiple types of protection in place.  The table shows that most 

firms ended our observation period with a contract, with a no-change bylaw being the second 

most popular choice.   

Two features of these tables are notable.  First, the response is not uniform.  While many 

companies responded, not all did.  Among those that responded, many chose to not adopt the 

most effective form of protection: entering into indemnification contracts with their directors.  

Second, the response is substantial.  Of the 56 unprotected firms at the start of the period, only 

20 remained unprotected as of the end of the period.  Of the 166 firms that did not start the 

period with indemnification contracts, 61 made some type of change.  Thus, the observed pattern 

of response is not uniform in adopting protection, which would suggest a lockstep and 

frictionless accommodation of the prevailing advice.  Nor is it uniform in ignoring the decision, 

which would suggest that firms discounted the risk completely.   

The timing of adoption also varies.  Figure 1 shows the number of firms adopting 

indemnification contracts or bylaws with some form of Schoon protection in each month after the 

decision in Schoon.  The response started soon after the Court of Chancery decision in the case 

and most firms that acted did so within the first eight months after the opinion. Activity largely 

trailed off after 2008, with relatively few firms adopting changes in the days after January 2009.  

Activity did not completely stop even after the Delaware legislature amended the DGCL to 

effectively overturn Schoon.   

Table 2 presents basic summary statistics for the primary covariates reported in our 

regressions.   

5.  Methodology and Results 

As the summary statistics in Table 1 indicate, the vulnerability to indemnification 

changes resulting from the Schoon case was addressed by some, but not all, firms, and as 

illustrated in Fig. 1 there was substantial variation in the timing of board adoption.  Once the 

Schoon decision was handed down, it was clear that many corporate directors were lacking fully 
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vested indemnification protection.  The time it took each firm to adopt enhanced indemnification 

reflects time during which the directors remained unprotected.  Our data therefore invites a panel 

treatment. 

We construct a monthly panel of firm-level observations running from the beginning of 

2008, before the Schoon decision until the end of 2010, at which point the responses to Schoon 

had largely trailed off.11  For each month, we observe whether a firm has responded and the 

composition of the board.  We draw data for other covariates from the Corporate Library 

company datasets for the corresponding year.     

Director interlock is one mechanism by which information about corporate governance 

practices could spread from one board to another.  That is, a director who sits on a board, 

whether as insider or outsider, of a company that adopts enhanced indemnification protection in 

response to Schoon may be particularly likely to seek similar protection on another board where 

they sit as an outsider.   Furthermore, having a change initiated in one firm could give the 

director more credibility and leverage to encourage a change in his own firm. We hypothesize 

that companies with outside directors who sit on boards of firms that responded to Schoon should 

be more likely to respond to Schoon themselves.   

 To test this hypothesis, we characterize a director on a particular firm’s board as an 

instance of adoption interlock with respect to that firm if the director sat on the board of another 

company (as either an insider or an outsider) that has already responded to the Schoon decision.  

We construct three measures of interlock for both inside and outside directors.  Adoption 

Interlock Indicator is an indicator variable that takes the value 1 when a company’s board 

includes at least one director who sits on board of at least one company, other than the company 

in question, that responded to Schoon. The insider and outsider versions of Adoption Interlock 

Indicator separately flag whether the company’s board contains an inside director interlocking 

with an adopting firm and whether the board contains an outside director similarly interlocking. 

This disaggregation reflects that inside directors were less likely to need additional protection 

from Schoon and that adopting such protection would enhance the power of outsiders.  Inside 

                                                           
 

11
 We are aware of four firms that adopted enhanced protection in 2011, after the end of our panel.   
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directors are therefore less likely to be the catalysts for enhanced indemnification protection.   

We similarly construct Adopting Interlock Percent, representing the fraction of either inside or 

outside directors who interlock with adopting boards.  Since the percentage is over total inside or 

outside directors, the value ranges from 0 to 1 for each of inside and outside directors at each 

firm.   

 One advantage of using panel data is that it allows us to examine the effect of director 

interlocks as responses to Schoon spread through the corporate community.  As noted above, the 

effect of directors sitting on multiple boards has previously been identified as a mechanism by 

which corporate practices may propagate.  We refer to the presence of a director on more than 

one board in our sample as an instance of director interlock.   Table 3 presents summary 

statistics for the panel data, and shows the number of firms with outside and inside interlock 

during each time period, as well as the average percentage of inside and outside directors at each 

firm that interlock with adopting firms. The number of interlocks increases as firms adopt 

protection, peaking at 77 instances of outside adoption interlock at the firm level, or just over a 

quarter of the sample.   

Table 4 presents univariate statistics over firm-month observations.  These statistics show 

that, at the time they adopted protection, adopting firms had 41% greater incidence of at least one 

director with interlock.  These firms also had a 36% larger portion of their outside board 

members exhibiting adoption interlock.   

 Drawing on the literature on director interlock, and Bizjak, et al. (2009) in particular, we 

test the impact of adoption interlock using a multi-period logit model.12  The dependent variable 

is in indicator that takes the value one if the firm adopted additional protection for directors that 

is responsive to the holding of Schoon during the month of the observation.  Since no firm 

responded more than once to Schoon, we treat firms as exiting the panel at the time they adopt 

protection.   The model captures the impact of changes in adopting interlock as more firms 

adopted responses to Schoon.  The multiperiod logit model is equivalent to a hazard model.   

                                                           
 

12
 As Bizjak et al. (2009) note, the multi-period logit model is equivalent to a hazard model.   
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If director interlocks are important, we expect that firms with directors in common with 

firms that have already responded would face pressure, particularly from outside directors, to 

respond by adopting additional indemnification protection.  There are limits to our ability to 

observe this effect.  While we can observe changes in governance structure, the timing of 

deliberations is not observable.  Thus Firm A may have changed its governance provisions 

before Firm B, though deliberations over a change were initiated first at Firm B.  Nevertheless, 

on the reasonable assumption that the time of adoption is informative about which firms initially 

took up consideration of changes in response to Schoon, the timing of changes may be helpful in 

identifying the role of outside directors.    

The results of these regressions are presented in Table 5.  The table includes four 

regressions.  The first two regressions present only the board interlock variables and a control for 

prior degree of protection.  The third and fourth regressions include a variety of controls for the 

structure of the board.  Each specification is presented with industry and date dummies. 

The independent variables related to interlock are designed to isolate the effect of outside 

directors interlocking with other firms that have already adopted protection.  Thus, we control for 

both interlocking insider directors, and the percent of directors who interlock with other boards 

regardless of whether the interlocking firms have responded to Schoon.  Models 1 and 3 use 

indicator variables, and models 2 and 4 include variables reflecting the fraction of the total 

number of outside or inside directors that interlock with adopting boards.   

The third and fourth regressions include a number of controls for the structure of the 

board.  The set of controls is based on Bizjak, et al. (2009), but excludes those variables that are 

not directly relevant to board structure.  We include a control for the percentage of directors on 

the board that are independent.  This is potentially relevant since outside directors are more 

affected by Schoon than inside directors and may resist change, as discussed above.  CEO is 

Chair is a dummy variable that takes the value 1 if the CEO is chairman of the board and zero 

otherwise.  This is a proxy for the relative power that the CEO, who is, of course, and insider, 

wields over the board.  Size of board is the number of directors, which has been shown to be an 

important determinant of board behavior (Yermack 1996).  Classified board is a dummy variable 

indicates whether the board membership is staggered.  Whether the company has a staggered 

board is potentially significant for two reasons.  First, a staggered board is a potent takeover 
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deterrent, so firms with this feature are less likely to be the subject of a hostile takeover, which 

could leave directors vulnerable.  Second, a staggered board generally ensures that a director will 

not be removed from the board until the expiration of her term. Models 3 and 4 also control for 

market capitalization, as in Bizjak, et al. (2009).  

We also include two variables designed to capture the relative power of outside directors.  

First, we include an indicator variable that takes the value 1 if the firm is coded as having a 

designated outside lead director and zero otherwise.
 13 This is potentially important, as a 

designated lead independent director would have the power to put a response to Schoon on the 

agenda for the executive session. Second, we include a variable, Outside Board Meetings, which 

is the number of times the outside directors on the board met in executive session in the previous 

calendar year.  This is a proxy for how active the outside directors are and their degree of 

independence from the insiders on the board. Furthermore, as the commentary to the NYSE rule 

which requires companies to hold executive session suggests, executive session facilitate 

communication while preventing “any negative inference from attaching to the calling of 

executive sessions.” Thus if the company regularly holds several sessions it could facilitate 

communication among the outside directors regarding Schoon. We use the number of meetings 

for the previous year to capture general activity while minimizing the likelihood that the value 

includes meetings to discuss the companies’ Schoon responses specifically.14    

  In addition to the board controls, all regressions include the variable Most Effective 

Degree of Prior Protection, which measures the strength of indemnification each firm had in 

place prior to Schoon.  It takes the value 3 for contract protection, 2 for vesting bylaws, 1 for no-

change bylaws, and 0 if no Schoon-type protection is present.  These codlings reflect the relative 

                                                           
 

13
 Corporate library marks directors that are designated to be lead independent directors. It does not mark 

as lead independent directors: 1. The chairman of the board; 2. Lead directors that are elected on a 

rotating basis; 3. Company policy designates the charmain of a certain committee as a lead independent 

director; 4. The company has a policy that committee chairmans are never marked as lead indpependent 

directors.  
14

 While most of our controls are parallel to Bizjack, et al (2009), the independent lead director and 

executive session variables are not commonly used in the corporate board literature.  Nevertheless, we 

include them because they capture important differences that may facility a response to Schoon.  

Unreported regressions demonstrate that our results are robust to the inclusion of these two control 

variables.   
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strength of each type of protection.  Since firms with strong protection in place are less likely to 

respond to Schoon, this is an important factor for which to control.   

The regression results suggest that board interlocks play a role in firms’ propensity to 

respond to governance changes, and that this effect is limited to outside interlocks.  In each 

specification, the coefficient on outside interlock is positive and significant.  The existence of at 

least one outside interlock is associated with a propensity to adopt that is 2.9 times the likelihood 

of non-interlocking firms.  Only outside interlocks with adopting firms show a significant 

relationship with the tendency to respond to Schoon.  The magnitude of the interlock effect is 

relatively consistent between regression specifications.  There is no measurable effect of 

interlocks when the interlocking director is an insider. The differential effect of outside and 

inside interlocks is particularly interesting as ours is the first paper to disaggregate interlocks for 

outside and inside directors. Models 3 and 4, using the percentage of interlocks, are consistent 

with Models 1 and 2.   

The percentage of inside directors on the board is also negatively correlated with 

propensity to respond.  Similarly, we find that the activeness of the outside board members, as 

proxied by the number of meetings in executive session, is associated with a higher likelihood of 

response.  This suggests that particularly engaged outside directors had some capacity to protect 

their interests by responding to Schoon.  Finally we also find that firms that had a designated lead 

independent director were more responsive to Schoon than firms that did not have one.   All of 

these results are consistent with   

One possibility to be addressed is that director networks are important aside from 

interlock with adopting firms.  A firm with many directors on other boards is more likely to have 

a director on a board that responded to Schoon.  If interlock predicts adoption of protection, 

regardless of whether the interlocking firms responded, then this could provide an alternative 

explanation for the results of models three and four.  To address this possibility, we include a 

control for the total number of directors on the board who sit on other boards in our sample, 

whether or not those boards responded. This variable does not significantly predict adoption, and 

the robustness of the outsider interlock effect to this control suggests that the results are not 

driven by general interlock.   
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6.  Robustness 

   One potential alternative explanation for our results could be that companies with 

interlocked boards also share legal advisors or draw from similar pools of directors.  While data 

about outside counsel is not available, we can proxy to some extent for this by controlling for 

geography (Bizjak, et al. 2009).  In unreported regressions we include dummy variables for firms 

headquartered in New York, California, and firms headquartered elsewhere.  The interlock effect 

is robust to these controls.  Our inclusion of industry controls also helps address the possibility 

that firms in similar industries might use similar outside lawyers (Bizjak et al, 2009).    Finally, 

having directly examined the memoranda prepared by outside counsel, the relative uniformity of 

advice suggests companies were unlikely to be getting disparate legal advice.    

Another concern is how to interpret the nonresponsive firms in our sample.  The need for 

firms to adopt enhanced protection to secure directors against changes to indemnification bylaws 

was greatly reduced when Delaware revised its corporation law to effectively overturn the 

holding of Schoon. We cannot know with certainty whether firms that did not adopt protection 

were simply slow in acting and so were preempted by the law or would have left directors 

vulnerable indefinitely had the law not been passed.  Even if all firms would have acted 

eventually, the delay is still informative.  The delay in changing bylaws or adopting contracts 

constituted time during which directors were, in view of practitioners, insufficiently protected.  

That some firms delayed adopting protection suggests that enhancing protection was a higher 

priority at some firms than others.   

Nevertheless, we can shed some light on the counterfactual scenario in which the 

Delaware legislature did not intervene. Fig. 2 shows the Nelson-Aalen cumulative hazard 

function for a firm with covariates fixed at mean values.  The function is estimated as the sum of 

the proportions of firms adopting protection over all prior periods.  The slope of the function 

drops sharply after December of 2008.  The law was not proposed by the Delaware corporate bar 

until February 2009, and prior to that proposal its development was not public.  Only as of 

February 2009 would the likelihood of a legal change become concrete.  This suggests that the 

wave of firms adopting protection had begun to exhaust itself even before legal change became a 

concrete possibility.   
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Finally, even if all firms would have responded eventually, our results suggest that 

outside directors’ network had an important role in the diffusion of the response.  

 

7.  Conclusion 

 Our results highlight the importance of outside director networks in affecting the ability 

of outside directors to protect their interests. We show that firms are more responsive if outside 

directors serve on the boards of other firms that responded to Schoon.  We also show that boards 

with a higher proportion of inside directors are less likely to respond.  These results demonstrate 

the importance of interlocks in a new governance context, and are the first to show a specific 

effect for interlock among outside directors. While our results hold with respect to a particular 

governance change, they suggest a need for more research into the role of outside director 

networks.  
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Figure 1:  Histogram of Adoption of Indemnification Protection After Schoon  
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Figure 2:  Nelson-Aalen Cumulative Hazard Function for Response to Schoon 
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Table 1. Firms’ Levels of Protection 

This  table shoes the types of indemnification in place prior to Schoon and after Schoon for each firm in our sample.  

Panel A shows, for each type of protection, the number of firms with that type of provision before and after Schoon 

and the number adopting a provision of that type in the aftermath of Schoon.  Panel B shows the number of firms for 

which the type of protection was the strongest in effect at the firm before and after the decision.  Contracts are 

stronger than vesting bylaws, which are stronger than no-change bylaws.    

Panel A.  Firm Protection Types 

 None Contract Bylaw 

(Vesting) 

Bylaw (No 

Change) 

Any Protection 

Before 

Schoon 
56 110 1 165 212 

Adopted in 

response to 

Schoon 

203 24 21 41 65 

After Schoon 
20 130 22 202 248 

N=268 

Panel B.  Strongest Protection in Effect Before and After Schoon  

 
Contract Bylaw (Vesting) 

Bylaw (No 

Change) 
None 

Number of Firms Before 

Schoon 
110 1 101 56 

Number of Firms (As of 

2010) 
130 16 102 20 

N=268 
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Table 2.  Summary Statistics for Board Covariates 

A. All Firms (N=268) 

 Mean Median SD Min Max 

Outside  

Directors 

(Count) 
8.35 8.00 2.31 2.00 15.00 

Inside 

Directors 

(Count) 
1.41 1.00 0.83 0.00 6.00 

Outside Lead 

Dir. Indicator 
0.46 -- 0.50 0 1 

Size of Board 

 
10.59 10.00 2.24 5.00 19.00 

Market Cap 

($B) 
22.50 22.40 1.49 17.42 25.96 

B. Responding Firms (N=65) 

 Mean Median SD Min Max 

Outside  

Directors 

(Count) 
9.03 9.00 2.44 3.00 15.00 

Inside 

Directors 

(Count) 
1.32 1.00 0.75 0.00 5.00 

Outside Lead 

Dir. Indicator 
.54 -- 0.50 0 1 

Size of Board 

 
11.11 11.00 2.12 5.00 16.00 

Market Cap 

($B) 
22.66 22.54 1.11 20.26 25.15 

C.  Non-Responding Firms (N=203) 

 Mean Median SD Min Max 

Outside  

Directors 

(Count) 
8.13 8.00 2.23 2.00 14.00 

Inside 

Directors 

(Count) 
1.43 1.00 0.85 0.00 6.00 

Outside Lead 

Dir. Indicator 
.44 -- 0.50 0 1 

Size of Board 

 
10.42 10.00 2.26 5.00 19.00 

Market Cap 

($B) 
22.45 22.39 1.59 17.42 25.96 
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Table 3: Summary Statistics for Panel 

Summary statistics for panel by date.  Boards with outside (inside) interlock is the total number of boards 

with at least one outside (inside) director sitting on another board that has responded to Schoon as of the 

panel date.  Percentage of outside (inside) interlock directors is the total percentage of directors sitting on 

another board that has responded to Schoon as of the panel date.  Firms adopting protection is the number 

of firms changing bylaws or adopting contracts during the month beginning with the indicated date.  

  Date Obs. Boards with 

Outside 

Interlock 

Boards with 

Inside Interlock 

Percent of 

Outside 

Interlock 

Directors 

Firms Adopting 

Protection 

1/1/2008 266 0 0 0 0 

2/1/2008 266 0 0 0 0 

3/1/2008 266 0 0 0 0 

4/1/2008 267 0 0 0 0 

5/1/2008 267 0 0 0 1 

6/1/2008 266 0 0 0 0 

7/1/2008 266 0.045 0.449 0.094 6 

8/1/2008 260 0.062 0.677 0.192 3 

9/1/2008 257 0.125 1.648 1.297 8 

10/1/2008 248 0.177 2.358 1.882 9 

11/1/2008 239 0.226 3.273 2.057 7 

12/1/2008 232 0.328 4.852 3.161 12 

1/1/2009 223 0.318 4.678 2.399 0 

2/1/2009 223 0.332 4.828 2.399 2 

3/1/2009 221 0.326 4.755 2.421 0 

4/1/2009 222 0.338 5.009 2.785 3 

5/1/2009 219 0.333 4.948 2.823 0 

6/1/2009 219 0.338 5.040 2.823 1 

7/1/2009 218 0.344 5.206 2.836 1 

8/1/2009 217 0.346 5.210 2.849 1 

9/1/2009 216 0.352 5.453 2.863 2 

10/1/2009 214 0.360 5.390 2.889 1 

11/1/2009 213 0.362 5.416 2.903 0 

12/1/2009 213 0.362 5.494 2.903 1 

1/1/2010 209 0.349 5.307 3.549 0 

2/1/2010 209 0.349 5.307 3.549 0 

3/1/2010 209 0.349 5.307 3.549 0 

4/1/2010 209 0.349 5.307 3.549 0 

5/1/2010 209 0.354 5.438 3.788 1 

6/1/2010 208 0.356 5.464 3.566 0 

7/1/2010 209 0.354 5.438 3.549 0 

8/1/2010 209 0.354 5.438 3.549 0 

9/1/2010 209 0.354 5.539 3.549 1 

10/1/2010 209 0.359 5.613 3.549 1 

11/1/2010 208 0.361 5.640 3.566 0 

12/1/2010 208 0.361 5.640 3.566 0 
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Table 4:  Univariate Comparisons for Firm-Month Observations with and 

Without Adoptions  

This table shows the difference in means between firm-month observations where the firm adopted 

protection in response to Schoon during the month in question and firm-month observations without an 

adoption event.  Firms are dropped from the sample after adopting new protection.  Relative difference in 

means is the difference in means divided by the mean for the non-adoption events.   

 

  

  

 Non-

Adoptions 

Adoptions Difference in 

Means 

Rel. 

Difference in 

Means 

Mean Percent Overlapping 

Dirs 

30.47% 34.02% 3.55% 11.65% 

     

Percent Firms with Outside 

Adopting Interlock 

24.87% 35.00% 10.13% 40.74% 

     

Percent Firms with Inside 

Adopting Interlock 

5.70% 5.00% -0.70% -12.23% 

     

Percent of Mean Percent of 

Adopting Outside 

Interlock Dirs 

3.73% 5.08% 1.35% 36.20% 

     

Percent of Mean Percent of 

Adopting Inside Interlock 

Dirs 

2.25% 2.50% 0.25% 10.98% 
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Table 5:  Multiperiod Logit Regressions of Adoption of Enhanced Protection After Schoon 

(Odds Ratios)  

 
This table reports the result of a series of multiperiod logit regressions on adoption of new protection in 

response to Schoon.  Observations are monthly at the firm level, and the panel runs from 2008 to 2010.  

First that have adopted governance changes in response to Schoon are excluded from the panel thereafter.  

The regressions include 5-industry dummy variables and monthly date dummy variables.  Adopting 

Overlap Indicator (Inside/Outside) takes the value one if at least one inside/outside director on the board 

sits on the board of another firm that has already responded to Schoon by adopting new indemnification 

arrangements as of the observation date and zero otherwise.  Adopting Overlap Percent (Insider/Outside) 

is the number of directors at each firm who also sit on boards of other firms that have responded to 

Schoon as of the observation date divided by the total number of directors.  Total Overlap is the number 

of directors at each firm that sit on the board of other firms in the sample as of the observation date 

divided by the total number of directors.   Most effective prior protection is a variable that takes the value 

3 if the firm had indemnification contracts prior to Schoon, 2 if the firm had a vesting bylaw, and 1 if the 

firm had a no-change bylaw.  Standards errors are clustered by firm.   

[on next page]
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  (1) (2) (3) (4) 
In

te
rl

o
ck

 V
a
ri

a
b

le
s 

Adopting Overlap Ind. (Outsider) 2.817
**

  2.933
**

  

 (2.46)  (2.51)  

     

Adopting Overlap Ind. (Insider) 1.451  1.774  

 (0.52)  (0.77)  

     

Adopting Overlap Pct. (Outsider)  1.040
**

  1.051
**

 

  (1.98)  (2.27) 

     

Adopting Overlap Percent (Insider)  1.023  1.025 

  (1.24)  (1.41) 

     

Total Overlap 0.997 0.999 0.992 0.990 

 (-0.33) (-0.12) (-0.72) (-0.83) 

B
o
a
rd

 V
a
ri

a
b

le
s 

     

Pct. Inside Directors   0.943
**

 0.940
**

 

   (-2.31) (-2.50) 

     

CEO is Chair   0.711 0.781 

   (-1.10) (-0.76) 

     

Size of  Board   0.948 0.954 

   (-0.94) (-0.83) 

     

Outside Lead Dir. Indicator   1.867
**

 1.715
*
 

   (2.05) (1.77) 

     

Classified Board   1.420 1.408 

   (1.16) (1.14) 

     

Outside  Director Meetings (Lagged)   1.062
*
 1.074

**
 

   (1.93) (2.34) 

O
th

er
 V

a
ri

a
b

le
s 

     

Log(Mkt. Cap.)   1.008 1.025 

   (0.06) (0.18) 

     

Most Effective Prior Protection 0.500
***

 0.507
***

 0.473
***

 0.471
***

 

 (-3.88) (-3.84) (-4.16) (-4.07) 

     

Constant 0.00792
***

 0.00851
***

 0.0272 0.0226 

 (-4.46) (-4.40) (-1.42) (-1.53) 

 Observations 3743 3743 3743 3743 

    86.39 92.03 108.6 116.4 

 Pseudo R
2
 0.144 0.140 0.170 0.168 

 


