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Abstract
This study investigates the effect of the staggered board on firm value within the context of China’s evolving corporate governance system. While staggered boards have been extensively debated in Western literature - viewed either as entrenchment mechanisms or tools for long-term value protection - their role in emerging markets like China remains underexplored. To fill this gap, the study employs panel regression models with a lag structure to estimate the impact of staggered boards on Tobin’s Q, controlling for firm size, profitability, capital expenditures, ownership concentration, as well as year- and firm-fixed effects. Standard errors are clustered at the firm level.
Results show that staggered boards are associated with lower firm value in baseline models, but this effect becomes statistically insignificant once fixed effects are introduced, suggesting that the relationship may reflect time-invariant firm characteristics rather than causality. The study also examines the determinants of staggered board adoption. While firm-level characteristics offer limited explanatory power, time effects are significant: adoption spiked during 2015-2017 following the Baoneng-Vanke hostile takeover attempt, and declined sharply in 2019 amid regulatory pressure from the China Securities Investor Services Center (CSISC). Overall, the findings suggest that staggered boards in China function more as reactive defenses to external shocks than as deliberate governance strategies.
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1. Introduction
In recent years, corporate governance has become a critical area of focus in China’s capital markets, especially as institutional reforms, market liberalization, and shareholder activism continue to reshape the dynamics between ownership, control, and managerial accountability. Among various governance mechanisms, the staggered board—a structure in which directors are elected on a rotating basis—has sparked considerable debate over its effect on firm value and its strategic use by corporate insiders. While widely discussed in the U.S. context, staggered boards remain underexplored in China, where capital markets are still developing, hostile takeovers are rare, and governance mechanisms are evolving under a complex mix of ownership structures and regulatory influences.
Prior studies offer conflicting views on the value implications of staggered boards. Some argue that they entrench management and depress firm performance (e.g., Bebchuk and Cohen, 2005), while others suggest they enable long-term planning and value creation by insulating boards from short-term pressure (e.g., Cremers, Litov, and Sepe, 2017). However, most of this literature focuses on mature markets, leaving a gap in our understanding of how staggered boards function in emerging economies like China. Moreover, while several legal and theoretical discussions have examined the legitimacy and adoption of staggered boards in China, there is limited empirical work on their actual effect on firm value and the factors driving their adoption.
This paper addresses that gap by empirically investigating both the effects and determinants of staggered board structures in Chinese A-share listed companies between 2011 and 2019. I use a manually constructed dataset of 78 firms that adopted staggered boards based on charter provisions, matched with comparable control firms using industry classifications and firm fundamentals. I adopt a pooled panel regression framework and construct both a baseline model and an industry-differenced model to control for unobservable industry-specific heterogeneity. The analysis finds that while staggered boards are negatively associated with firm value in some specifications, the effect weakens after accounting for firm-level fixed effects and matched industry controls, suggesting that the impact of staggered boards is not uniformly harmful and may be context-dependent. I further explore what types of firms are more likely to adopt staggered boards and find that the choice is influenced less by static firm characteristics and more by external events—particularly the 2015–2017 hostile takeover wave and the regulatory correction that followed in 2019.
The main contribution of this paper is to provide new empirical evidence on staggered board adoption in an emerging market setting, revealing how firm behavior is shaped by both internal governance needs and external institutional shocks. It also sheds light on the evolving role of defensive governance mechanisms in China’s maturing legal and market environment.
The remainder of the paper is organized as follows. Section 2 reviews the related literature. Section 3 describes the data and empirical methodology. Section 4 presents the results and discussion. Section 5 concludes.
2. Literature Review
2.1 Corporate Governance in China: Ownership Structure
Historically, Chinese listed firms evolved from state-owned enterprises (SOEs), leading to highly concentrated ownership structures, often with the state retaining dominant stakes through various forms of indirect control. This ownership concentration has significant implications for governance: it weakens the market for corporate control, reduces the effectiveness of board oversight, and creates pronounced agency conflicts between controlling shareholders and minority investors (Firth et al., 2007; Chen, Firth, Gao, & Rui, 2006). In such environments, board members are often seen as extensions of controlling shareholders, with limited independence in practice.
Starting in the early 2000s, regulatory efforts began to reshape board composition. The China Securities Regulatory Commission (CSRC) introduced mandatory independent director requirements, aimed at enhancing board accountability (CSRC, 2001). However, studies suggest that independent directors often lack autonomy or expertise, especially in firms where management and ownership are closely intertwined (Firth et al., 2007). As a result, board decision-making continues to be dominated by the chairman, CEO, or largest shareholder, undermining the intended checks and balances (Liu, 2015).
A major turning point in China’s ownership landscape came with the implementation of the split-share structure reform in 2005 and the gradual decline of state dominance in equity holdings. After 2013, a significant shift occurred: the proportion of firms with dispersed ownership began to rise, particularly among non-SOE firms and new economy sectors. Feng (2019) observes that this dispersion introduced new agency problems between managers and shareholders, shifting governance concerns from controlling-minority conflicts to managerial entrenchment and external control threats - such as hostile takeovers.
This evolution in ownership patterns set the stage for China’s M&A wave between 2014 and 2017, during which companies with dispersed ownership structures became more vulnerable to takeovers. The Baoneng–Vanke dispute in 2015 is widely viewed as a turning point: it exposed governance vulnerabilities and triggered widespread corporate defensive responses, including the rapid adoption of anti-takeover provisions such as staggered boards (Cao, 2018). 
Importantly, this institutional evolution has not been linear. In 2022, China revised its Company Law, removing longstanding supervisory board mandates for SOEs, signaling a policy shift toward simplified governance models. At the same time, regulatory scrutiny has intensified. Agencies like the China Securities Investor Services Center (CSISC) have launched compliance reviews targeting improper governance provisions, including anti-takeover clauses that undermine minority shareholder rights (CSISC, 2018).
2.2 Corporate Governance in China: Board Structure
China’s corporate governance system exhibits several unique institutional features that distinguish it from the Anglo-American model. Most notably, it operates under a two-tier board structure, comprising a Board of Directors responsible for strategic decisions and a Supervisory Board tasked with monitoring and oversight. Both boards are elected by shareholders but the Supervisory Board is widely regarded as symbolic and lacking in substantive power (Firth, Fung, & Rui, 2007).
Within the Board of Directors, the presence of independent directors has become a formal requirement since the 2001 CSRC guidelines, which stipulate that at least one-third of the board must be composed of independent members. Nonetheless, numerous studies question the effectiveness of these independent directors. Many are appointed through opaque nomination processes, lack relevant financial or legal expertise, and are often closely affiliated with controlling shareholders or state institutions, compromising their independence in practice (Firth et al., 2007; Liu, 2015).
Chinese boards also tend to be heavily insider-dominated, with dual roles often held by the chairman and CEO, particularly in SOEs or firms with political connections. Empirical surveys indicate that board meetings are infrequent, oversight functions are weak, and directors often rubber-stamp decisions made by the CEO or dominant shareholder (Wang & Ong, 2007; Xu & Wang, 1999). As such, the monitoring function of the board is often compromised, and strategic decisions are not always subject to rigorous internal debate.
Furthermore, the governance role of boards is shaped by broader institutional and legal factors. In many firms, particularly those with state or politically embedded ownership, boards are viewed as governance formalities rather than autonomous decision-making bodies (Allen et al., 2005). In such contexts, performance-related accountability is often muted, and boards may act more to ensure political compliance than to safeguard shareholder value (Lin et al., 2020). 
In sum, the board structure in Chinese firms reflects a hybrid governance model—formal adherence to international best practices (such as two-tier boards and independent directors) is often undermined by institutional realities. Weak enforcement, insider control, and regulatory capture challenge the board’s effectiveness as a check on management. 
2.3 Institutional Context of Staggered Boards in China
A staggered board is a governance mechanism in which directors serve multi-year terms and only a subset of the board is up for election each year—typically one-third annually over a three-year cycle. This structure can enhance board continuity and long-term strategic planning, but it also reduces shareholder influence over board composition, thereby limiting the effectiveness of hostile takeovers as a corporate control mechanism (Bebchuk and Cohen, 2005).
In China, staggered boards are neither explicitly authorized nor prohibited by the Company Law or the Guidelines on the Articles of Association of Listed Companies. Their adoption is generally left to the discretion of listed firms through resolutions approved by both the board of directors and the general meeting of shareholders. Despite their potential as a defensive governance tool, staggered boards have historically seen limited adoption in China, in sharp contrast to the United States, where more than 70% of firms had adopted them as of the early 2000s (Bebchuk and Cohen, 2005).
Empirical data confirms this pattern. The 2012 Shenzhen Stock Exchange Governance Report recorded 44 mainboard-listed firms with staggered board provisions, accounting for 9.4% of Shenzhen firms at the time. According to Cao (2018), by 2017 only 97 out of 1,663 mainboard-listed firms across Shanghai and Shenzhen had staggered board provisions (32 in Shenzhen and 65 in Shanghai), a mere 5.83% overall. This trend declined even further by 2019, with only 60 out of 1,944 mainboard firms (3.09%) maintaining staggered boards, split between 5.07% in Shenzhen and 2.45% in Shanghai (Lin, 2020).
	 Stock Exchange
	2012
	2017
	2019

	 
	Numbers
	Proportion
	Numbers
	Proportion
	Numbers
	Proportion

	Shanghai
	 
	 
	65
	5.35%
	36
	2.45%

	Shenzhen
	44
	9.4%
	32
	7.13%
	24
	5.07%

	Total
	 
	 
	97
	5.83%
	60
	3.09%


2.4 Theoretical Perspectives and Empirical Debates
This paper is closely related to the line of research examining the value implications of staggered boards. In the broader corporate governance literature, staggered boards have long been the subject of theoretical and empirical debate. The entrenchment hypothesis argues that staggered boards protect incumbent management, reducing firm value by weakening shareholder oversight and facilitating managerial self-interest (Bebchuk and Cohen, 2005; Gompers, Ishii, and Metrick, 2003). Conversely, the commitment hypothesis suggests that staggered boards allow managers to pursue long-term strategies without the disruption of short-term market pressures, thereby enhancing firm value (Cremers and Nair, 2005; Cremers, Litov, and Sepe, 2017).
Recent studies have shown that the effects of staggered boards are not uniform across all firms or time periods. Cremers et al. (2017), for example, find that staggered boards can be value-enhancing when firms are insulated from immediate takeover threats and when they are paired with strong internal governance systems. Amihud and Schmid (2018), using a matched-sample approach, find no significant overall impact of staggered boards on firm value, reinforcing the argument that institutional context matters.
In China, however, empirical research on staggered boards remains limited. Most studies focus on legal commentary, rule legitimacy, and charter-based compliance, rather than examining their performance implications or determinants using firm-level data. A few recent works have explored staggered boards as part of broader anti-takeover strategies (Lin, 2020), but these tend to focus on descriptive trends or qualitative assessments.
However, much of the existing literature is centered on Western contexts, leaving a gap in understanding the implications in the rapidly evolving Chinese corporate landscape. In the context of China, existing literature primarily focuses on regulatory discussions, legality, and the operational efficacy of staggered boards, rather than their direct impact on corporate value. This study differs from the above literature by focusing on China’s unique institutional setting. My analysis further extends this debate to an emerging market where staggered board adoption is infrequent and often event-driven. By doing so, this study will contribute to a more global understanding of the implications of staggered boards and offer insights that are particularly relevant to policymakers, investors, and corporate stakeholders in China. 
3. Methodology
3.1 Sample description
Data on staggered boards during 2012 to 2019 is manually collected from firm charters and other related documents available on the Juchao website (http://www.cninfo.com.cn). In China, staggered boards are adopted by only a small fraction of firms, and there is no dedicated database specifically tracking firms with staggered boards. As a result, I manually compiled the data. However, upon reviewing firm charters, I found that there is no standardized language or terminology for staggered board provisions. Each company uses unique phrasing to describe its staggered board structure, making bulk searches through large language model infeasible.
To address this challenge, I used the dataset compiled by Dr. Cao as the foundation for my research. Dr. Cao identified 97 companies with staggered board provisions in their charters as of 2017, including 65 firms listed on the Shanghai Stock Exchange and 32 firms listed on the Shenzhen Stock Exchange.
I acknowledge that my dataset has limitations and is subject to potential selection bias. Specifically, it excludes firms that adopted and later removed staggered boards prior to 2017, as well as firms that introduced staggered boards after 2017. To make sure data reliability, I manually tracked the adoption and removal of staggered board provisions for the 97 firms identified by Dr. Cao(2018). By 2019, I found that 8 Shenzhen-listed companies and 28 Shanghai-listed companies had removed their staggered board provisions. 
These findings align closely with data from another scholar (Lin, 2020) who conducted a comprehensive analysis up to 2019. That study reported 24 Shenzhen-listed companies and 36 Shanghai-listed companies with staggered board provisions by 2019. My findings corroborate this trend: of the 32 Shenzhen-listed companies with staggered boards as of 2017, 8 removed these provisions, leaving 24 by 2019, consistent with the other scholar's results. Similarly, among the 65 Shanghai-listed companies with staggered boards as of 2017, 28 removed these provisions, leaving 36 by 2019. While there are minor discrepancies, my dataset provides broad coverage of the relevant firms, supporting the validity of my analysis.
This study uses a sample of China’s A-share listed firms on the Shanghai and Shenzhen Stock Exchanges from 2012 to 2019, collecting financial data from Wind dataset and China Stock Market and Accounting Research (CSMAR) database.
3.2 Independent variable
The main explanatory variable in our analysis is a dummy variable for staggered boards (Staggered), which takes the value of “1” if the firm has introduced staggered board elections in a given year and continued as long as the firm has staggered board, and “0” when the firm decided to de-staggered the board. If it is found under the terms of the “board of directors” section of the company's articles of association that “the number of directors to be replaced by the board of directors of the company shall not exceed the number of directors of the company in each year”, the listed company is considered to have introduced the board of directors in that year and in subsequent years (until the provisions of the articles of association have been amended again).
3.3 Dependent variable
The dependent variable is Tobin’s Q, a measure of firm value, which is the ratio of the firm’s market value (book value of assets - book value of equity + market value of equity - deferred taxes) to the book value of its assets. 
In this study, I use the market value of equity at the end of the fiscal year to compute Tobin’s Q.
To validate this choice, I compared Tobin’s Q calculated using end-of-year market capitalization with an alternative version using the average market capitalization over the year. Regression results based on both measures were highly consistent in direction, significance, and explanatory power. The only notable difference was that the coefficients in the end-year market cap specification tended to be larger in magnitude. This pattern has also been documented in prior literature; as argued by Chung and Pruitt (1994), variations in the timing of market value measurement generally do not significantly affect empirical conclusions when using Tobin’s Q, particularly in panel settings where firm-specific heterogeneity is addressed.
Given the empirical similarity and the practical clarity of end-year reporting, I opted to use end-of-year market value of equity to construct Tobin’s Q throughout the analysis. A robustness comparison is provided in the appendix (see Table A2), which confirms that the choice of timing does not materially affect the core findings.
3.4 Controlled variables
To isolate the effect of staggered boards on firm value, I include a set of control variables that capture firm characteristics commonly associated with valuation in the corporate finance literature (Amihud et al., 2018). These controls help mitigate omitted variable bias and ensure that the estimated relationship reflects governance structure rather than unrelated firm fundamentals.
LogAsset: The natural logarithm of a firm’s total assets is included to control for firm size, which can influence both market valuation and governance structure. Larger firms may benefit from economies of scale, greater visibility, or enhanced access to capital markets, all of which may affect Tobin’s Q.
ROA (Return on Assets): Calculated as net income divided by lagged total assets, ROA serves as a key measure of profitability and operational efficiency. More profitable firms tend to command higher valuations, and ROA also captures managerial performance.
CAPEX (Capital Expenditures / Total Assets): CAPEX reflects a firm’s investment intensity. Including this variable helps control for differences in growth strategies or reinvestment policies that may influence market value.
Gross Margin: Defined as (Sales – Cost of Goods Sold) / Sales, this variable captures a firm’s core operating profitability before accounting for SG&A and other overhead expenses. Firms with higher gross margins may have stronger competitive positioning or pricing power.
Leverage: Measured as total debt divided by total equity, leverage controls for a firm’s capital structure. Higher leverage can increase financial risk and influence market valuation through debt tax shields or bankruptcy concerns.
Sales Growth: This variable captures the year-over-year change in revenue, which is often interpreted by investors as a forward-looking indicator of firm prospects. Firms with strong growth trajectories are generally valued more favorably by the market.
Top5Holdings / Top10Holdings: These variables represent the ownership concentration among the largest shareholders. High concentration may affect governance dynamics, monitoring intensity, and strategic decision-making. Including them helps account for heterogeneity in ownership structure.
Institutional Holdings: This variable measures the proportion of shares held by institutional investors, who are typically considered more sophisticated and active in monitoring management. Firms with high institutional ownership may face stronger external governance pressure, which can influence valuation outcomes.
3.5 Baseline regression model
To account for industry-specific characteristics, I used the GB/T 4754 classification system, the National Standard for Industrial Classification of Economic Activities, as the basis for categorizing firms. This system follows a four-tier hierarchical structure: 20 sectors (denoted A–T), 97 major categories, 473 middle categories, and 1,382 subcategories. For the purposes of this study, I adopt the major category level, which divides the economy into 97 distinct industries.
However, not all industries include firms that have adopted staggered board provisions. To ensure consistency in treatment-control matching, I exclude industries with no staggered board firms from the analysis. In addition, for industries where multiple firms have adopted staggered boards, I include all eligible cases. After this filtering process, the final sample covers 37 industries, each containing at least one firm with a staggered board.
For each target company with a staggered board (treatment group), I identify two comparable firms within the same industry that do not have staggered boards to serve as the control group. This matching approach ensures that treatment and control firms face similar industry-level conditions, helping isolate the firm-level effect of staggered board adoption on performance and valuation.
The matching process was based on minimizing the squared differences in firm size and performance. Specifically, I calculated the matching score M(j) = (TA(j) − TA(0))2 + (Sales(j) − Sales(0))2, where TA represents total assets and Sales represents annual revenue. The two firms with the lowest M(j) values were selected as controls. To ensure consistency in data availability, all matched firms were required to be listed before 2011.
This grouping resulted in the formation of triads—each consisting of one treatment firm and two control firms. The final sample includes 234 firms (78 triads), and the sample period spans from 2011 to 2019. This structure yields a pooled panel dataset that supports robust comparison across firms and over time.
The following baseline regression model estimates the direct effect of adopting a staggered board on firm value
Q(i, t) = α + β1*Staggered Board(i, t-1) + γ*Controls(i, t-1) + (FE Year + FE Firm)+ ϵ
Where:
γ*Controls(i, t-1) = β2*LogAsset(i, t-1) + β3*ROA(i, t-1) + β4*CAPEX(i, t-1) + β5*Gross Margin(i, t-1) + β6*Leverage(i, t-1) + β7*SalesGrowth(i, t-1) + β8*Top5Holdings(i, t-1) + β9*Top10Holdings(i, t-1) + β10*Institutional Holdings(i, t-1) 
In this model, the interpretation of β1 is the change in Tobin’s Q after the firm, has adopted or removed the Staggered Broad provision.
To address industry-specific effects, I construct a second model that employs industry-adjusted (differenced) variables. Instead of evaluating how a firm’s value or performance changes solely as a result of adopting a staggered board, this approach estimates how such changes compare relative to industry levels. Thus, for each treatment firm, I subtract the average value of two matched control firms (in the same industry without staggered boards) from the treatment firm’s own value. The differencing formula is:
Diff_Variable(i,t) = Variable(i,t) − (Variable(control firm 1,t) + Variable(control firm 2,t)) / 2
After differencing, the second regression model becomes:
Diff_Q(i, t) = α + β1*Diff_Staggered Board(i, t-1) + γ*Diff_Controls(i, t-1) + (FE Year + FE Firm)+ ϵ
Where:
γ*Diff_Controls(i, t-1) = β2*Diff_LogAsset(i, t-1) + β3*Diff_ROA(i, t-1) + β4*Diff_CAPEX(i, t-1) + β5*Diff_Gross Margin(i, t-1) + β6*Diff_Leverage(i, t-1) + β7*Diff_SalesGrowth(i, t-1) + β8*Diff_Top5Holdings(i, t-1) + β9*Diff_Top10Holdings(i, t-1) + β10*Diff_Institutional Holdings(i, t-1) 
Fixed-effect model in both models are included to control for unobserved time-invariant heterogeneity and macroeconomic trends, providing robust estimates of the causal relationship between staggered board adoption and firm performance.
To ensure statistical inference accounts for within-firm serial correlation, all standard errors are clustered at the firm level throughout the regression analyses. This clustering approach provides more accurate estimation of standard errors by correcting for potential non-independence of observations within each firm over time.
3.6 Descriptive statistics
Table 1.1 - Summary statistics(full) [2011-2019]
This table presents the descriptive statistics for the full sample from 2011 through 2019.
	Variables
	N
	Mean
	Std. dev.
	Median
	Min
	Max

	Tobin’s Q
	2106
	2.496
	5.527
	1.690
	0.38
	192.71

	SBdummy
	2106
	0.258
	0.438
	0.000
	0.00
	1.00

	Log Asset (Asset unit: 100mil)
	2106
	1.714
	0.587
	1.683
	-0.98
	3.80

	ROA (%)
	2106
	3.628
	18.173
	2.996
	-134.70
	710.89

	CAPEX
	2106
	0.042
	0.048
	0.028
	0.00
	0.45

	Gross Margin (%)
	2106
	25.691
	19.171
	21.587
	-223.14
	87.50

	Leverage
	2106
	1.573
	7.785
	0.978
	-209.46
	186.11

	Sales Growth(%)
	2106
	16.309
	131.826
	6.988
	-100.00
	5115.47

	Top5Holdings(%)
	2106
	47.620
	14.865
	46.770
	0.00
	92.52

	Top10Holdings(%)
	2106
	52.366
	15.277
	51.790
	11.78
	94.48

	Institutional Holdings(%)
	2106
	42.337
	21.053
	41.933
	0.00
	112.66


Table 1.2 - Summary statistics(differencing) [2011-2019]
	


This table presents the descriptive statistics for the full sample after differencing from 2011 through 2019.
	Variables
	N
	Mean
	Std. dev.
	Median
	Min
	Max

	Diff_Tobin’sQ
	702
	0.158
	8.141
	-0.107
	-54.62
	189.40

	Diff_SBdummy
	702
	0.764
	0.425
	1.000
	0.00
	1.00

	Diff_Log Asset
(Asset unit: 100mil)
	702
	0.062
	0.451
	0.039
	-2.33
	1.48

	Diff_ROA (%)
	702
	1.140
	29.157
	0.018
	-140.66
	708.33

	Diff_CAPEX
	702
	-0.003
	0.057
	-0.005
	-0.22
	0.35

	Diff_Gross Margin (%)
	702
	-0.754
	18.596
	-0.611
	-112.09
	109.21

	Diff_Leverage
	702
	-0.210
	8.069
	-0.010
	-93.06
	132.39

	Diff_Sales Growth(5)
	702
	4.892
	146.926
	-1.091
	-2548.43
	1737.98

	Diff_Top5Holdings(%)
	702
	-9.220
	16.480
	-8.555
	-60.22
	42.95

	Diff_Top10Holdings(%)
	702
	-8.483
	17.013
	-8.265
	-53.73
	48.64

	Diff_Institutional Holdings(%)
	702
	-2.487
	22.277
	-1.745
	-70.12
	63.34


It is worth noting that the mean of SBdummy in the full sample (Table 1.1) is 0.258, which is lower than the expected 0.333 given the 1:2 matching structure of 78 triads. This deviation arises because the SBdummy variable is time-varying—some firms that initially adopted the staggered board subsequently destaggered their boards during the 2011–2019 period. As a result, their SBdummy value changed from 1 to 0 in certain years, reducing the overall average. The same explanation applies to the relatively high mean of Diff_SBdummy (0.764) in Table 1.2: in some years, none of the control firms had a staggered board, while the treatment firm had already destaggered, leading to cases where the differenced dummy equals 1 (i.e., 1 − 0) or 0 (i.e., 0 − 0). These average values therefore reflect the temporal variation in staggered board status across firms and over time.
4. Main results
4.1 The Effect on Firm Value of a Staggered Board, Controlling for Other Variables
Table 2 examines the relationship between staggered boards and firm value, as measured by Tobin’s Q (calculated using the end-of-year market capitalization). It reports the regression outputs for both model frameworks. Importantly, the two baseline models are designed to regress Tobin’s Q in year t on explanatory variables from year t - 1, reflecting the lagged impact of governance and firm characteristics on firm value.
As shown in Table 2, the number of observations used in the regression models is 614 for the differenced specification and 1,819 for the undifferenced specification. These figures are lower than the total counts reported in the descriptive statistics (e.g., 702 and 2,106 observations, respectively). This reduction is due to the lag structure adopted in the regression setup: Tobin’s Q in year t is regressed on staggered board status and control variables from year t–1. Accordingly, the first year of the panel (2011) is dropped because lagged explanatory variables are not available, and the final year (2019) is dropped because no subsequent-year dependent variable exists. This leads to the loss of one year per firm, accounting for the approximate 1/7–1/8 reduction in sample size in both the differenced and undifferenced models.
Columns (1) and (2) for each model focus exclusively on the staggered board dummy variable (SBdummy) as the main explanatory variable, while Columns (3) and (4) for each model include additional control variables that theoretically influence firm value. Columns (2) and (4) incorporate firm-fixed and year-fixed effects, which control for unobserved time-invariant firm characteristics, over time. To further improve the accuracy of statistical inference, standard errors are clustered at the firm level, correcting for within-firm serial correlation over time.
Table 2 - The Effect on Firm Value of a Staggered Board, Controlling for Other Variables
	
	Lag

	Diff
	NoDiff

	VARIABLES
	(1)
	(2)
	(3)
	(4)
	
	(1)
	(2)
	(3)
	(4)

	
	
	
	
	
	
	
	
	
	

	L_Diff_SBdummy
	-2.088
	-0.801
	-1.218
	-0.696
	L_SBdummy
	-0.581**
	-1.286
	-0.139
	-0.779

	
	(1.624)
	(0.810)
	(0.789)
	(0.680)
	
	(0.234)
	(0.827)
	(0.173)
	(0.650)

	L_Diff_Log Asset
	
	
	-4.856**
	-7.905*
	L_Log Asset
	
	
	-2.634***
	-7.382**

	
	
	
	(1.871)
	(4.589)
	
	
	
	(0.684)
	(3.614)

	L_Diff_ROA
	
	
	-0.0469***
	-0.0779***
	L_ROA
	
	
	-0.0399***
	-0.0767***

	
	
	
	(0.00699)
	(0.0112)
	
	
	
	(0.0127)
	(0.0181)

	L_Diff_CAPEX
	
	
	-3.402
	-7.305
	L_CAPEX
	
	
	-4.591
	-8.256

	
	
	
	(6.031)
	(10.89)
	
	
	
	(2.995)
	(6.208)

	L_Diff_Gross Margin
	
	
	0.0821**
	0.0925**
	L_Gross Margin
	
	
	0.0311**
	0.0746*

	
	
	
	(0.0323)
	(0.0462)
	
	
	
	(0.0147)
	(0.0439)

	L_Diff_Leverage
	
	
	-0.0222
	0.00540
	L_Leverage
	
	
	0.00505
	-0.000416

	
	
	
	(0.0180)
	(0.00680)
	
	
	
	(0.00337)
	(0.00355)

	L_Diff_SalesGrowth
	
	
	0.0271
	0.0253
	L_SalesGrowth
	
	
	0.00974
	0.00973

	
	
	
	(0.0242)
	(0.0235)
	
	
	
	(0.0113)
	(0.0107)

	L_Diff_Top5Holdings
	
	
	0.0552
	0.0138
	L_Top5Holdings
	
	
	-0.0460
	-0.0386

	
	
	
	(0.0429)
	(0.0592)
	
	
	
	(0.0363)
	(0.0620)

	L_Diff_Top10Holdings
	
	
	-0.0675
	-0.0548
	L_Top10Holdings
	
	
	0.0417
	0.0450

	
	
	
	(0.0524)
	(0.0767)
	
	
	
	(0.0355)
	(0.0497)

	L_Diff_Institutional Holdings
	
	
	0.0245*
	0.0446
	L_Institutional Holdings
	
	
	0.0122*
	0.0166

	
	
	
	(0.0129)
	(0.0329)
	
	
	
	(0.00715)
	(0.0154)

	
	
	2.553
	
	1.121
	
	
	0.752
	
	0.942

	2013.Year_num
	
	(2.447)
	
	(1.128)
	2013.Year_num
	
	(0.875)
	
	(0.825)

	
	
	0.231
	
	0.919
	
	
	0.177
	
	0.967*

	2014.Year_num
	
	(0.557)
	
	(0.697)
	2014.Year_num
	
	(0.359)
	
	(0.563)

	
	
	-0.0208
	
	0.360
	
	
	1.134***
	
	2.143***

	2015.Year_num
	
	(0.566)
	
	(0.543)
	2015.Year_num
	
	(0.388)
	
	(0.547)

	
	
	0.828
	
	1.032
	
	
	0.795*
	
	2.199***

	2016.Year_num
	
	(0.667)
	
	(0.705)
	2016.Year_num
	
	(0.411)
	
	(0.748)

	
	
	0.393
	
	1.413
	
	
	0.150
	
	1.547**

	2017.Year_num
	
	(0.493)
	
	(0.922)
	2017.Year_num
	
	(0.373)
	
	(0.663)

	
	
	0.393
	
	0.473
	
	
	-0.608*
	
	1.227

	2018.Year_num
	
	(0.476)
	
	(0.541)
	2018.Year_num
	
	(0.358)
	
	(0.883)

	
	
	0.103
	
	0.0705
	
	
	-0.538
	
	1.585

	2019.Year_num
	
	(0.591)
	
	(0.623)
	2019.Year_num
	
	(0.361)
	
	(1.023)

	
	
	
	
	
	
	
	
	
	

	Constant
	1.852
	0.285
	1.527*
	0.428
	Constant
	2.645***
	2.600***
	5.867***
	11.22***

	
	(1.623)
	(0.790)
	(0.895)
	(0.679)
	
	(0.201)
	(0.330)
	(0.982)
	(4.114)

	
	
	
	
	
	
	
	
	
	

	Observations
	614
	614
	614
	614
	Observations
	1,819
	1,819
	1,819
	1,819

	R-squared
	0.011
	0.013
	0.328
	0.347
	R-squared
	0.002
	0.018
	0.164
	0.226

	Number of firms
	
	78
	
	78
	Number of firms
	
	229
	
	229


Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

In the Differenced specification, column (1) shows that the coefficient on L_Diff_SBdummy is negative (-2.088) but not statistically significant once standard errors are clustered at the firm level. This result suggests that, although firms with staggered boards tend to have lower Tobin’s Q relative to their industry-matched peers which matches with the results found by Bebchuk and Cohen (2005), the result lacks statistical robustness when accounting for within-firm correlation over time. When firm and year fixed effects are included in column (4), the coefficient remains negative and also statistically insignificant, further indicating that the observed association may be explained by unobserved time-invariant firm characteristics or macroeconomic shocks rather than a causal impact.
A similar pattern is observed in the non-differenced panel regressions. In column (2), the lagged staggered board dummy (L_SBdummy) is again negatively associated with Tobin’s Q at a statistically significant level (5%), reinforcing the argument that staggered boards may be viewed unfavorably by investors. Nevertheless, this effect weakens and loses significance in column (4) after firm and year fixed effects are introduced. This shift suggests that the observed negative correlation in simpler specifications may be driven by omitted firm-level heterogeneity rather than a direct causal impact of the governance change.
Looking at the explanatory power of the models, the inclusion of firm and year fixed effects substantially increases the R² values in both model settings. In the differenced model, R² rises from 0.011 in column (1) to 0.347 in column (4), while in the non-differenced model it improves from 0.002 to 0.226. This increase indicates that a considerable portion of the variation in firm value is captured by persistent firm-specific characteristics and macro-level factors. It also reinforces the idea that the raw association between staggered boards and Tobin’s Q may be overstated if these effects are not properly controlled for.
Incorporating control variables into the regression significantly alters the explanatory power of the model and the estimated effect of staggered boards. The coefficient on the staggered board dummy diminishes in both magnitude and statistical significance, suggesting that much of the variation in Tobin’s Q can be attributed to fundamental firm characteristics rather than the board structure alone. This shift underscores the importance of controlling for operational and governance-related fundamentals when assessing the implications of staggered board provisions.
Columns 3 and 4 in both models introduce additional control variables that are theoretically relevant to firm value, such as log assets, ROA, CAPEX, gross margin, leverage, sales growth, Top5 holdings, Top10 holdings and institutional holdings. Several control variables demonstrate stable and economically meaningful associations with firm value. 
Among these, gross margin stands out as the variable consistently showing positive and statistically significant coefficients across both specifications, even after clustering standard errors. Higher gross margin indicates a firm’s ability to generate profits from its core operations, reflecting operational efficiency and pricing power. Firms with superior gross margins tend to command stronger investor confidence, as high profitability provides greater financial flexibility and resilience against market downturns. 
In contrast, the coefficients on log of total assets (LogAsset) is negative and statistically significant in both the differenced and non-differenced models. This finding suggests that larger firms, in terms of total assets, tend to be valued less favorably by the market, potentially due to size-driven inefficiencies or lower perceived growth potential. In emerging markets such as China, firm size is not always a reliable proxy for competitive strength. As discussed by Xu, Zhu, and Lin (2005), larger firms - particularly state-owned or politically connected ones—often face more severe agency problems and soft budget constraints, leading to suboptimal capital allocation and lower market discipline. Similarly, Demsetz and Villalonga (2001) suggest that larger firms may suffer from organizational complexity, which impairs managerial efficiency and reduces transparency, ultimately depressing valuation multiples.
The coefficient on CAPEX is consistently negative across both the differenced and non-differenced models, though it does not reach statistical significance in any specification after clustering standard errors. This pattern suggests that, in this sample of Chinese A-share firms, capital expenditures are not viewed by the market as a reliable signal of future value creation. 
Moreover, the magnitude of the negative coefficient on CAPEX becomes larger once firm and year fixed effects are introduced. This amplification implies that, when controlling for unobserved firm-specific traits and time shocks, higher capital expenditures are associated with an even stronger (though still statistically insignificant) reduction in market valuation. This change in magnitude highlights that firm-invariant characteristics - such as governance culture, sectoral dynamics, or persistent investment styles - may be masking the full extent of the market’s skepticism toward capital spending in simpler models. Once these effects are netted out, the regression more clearly isolates the conditional (within-firm) association between CAPEX and firm value.
This empirical pattern diverges from the theoretical expectations outlined in Trueman (1986), who argues that capital expenditures can serve as a credible signal of managerial confidence in a firm's future performance - particularly when management has access to private information and maintains a personal financial stake. However, in my matched sample of Chinese firms, especially among listed firms with limited managerial ownership, constrained external monitoring, or state influence, this signaling mechanism may break down. Investors may interpret elevated CAPEX as evidence of inefficient investment, empire-building, or misaligned incentives rather than confidence in profitable growth, thereby exerting a downward pressure on valuation. The increased (but still insignificant) negative effect observed after controlling for fixed effects further supports the notion that the market discounts CAPEX when it is decoupled from credible governance or profitability signals.
Interestingly, an unexpected finding arises with the coefficient on ROA (Return on Assets), which consistently appears negative and statistically significant across multiple model specifications - contrary to theoretical expectations and prior literature such as Amihud et al (2017 & 2018), who document a positive and significant relationship between ROA and firm value in U.S. markets. One possible explanation is that ROA and gross margin both capture dimensions of firm profitability, potentially introducing multicollinearity when included together in the same regression. 
To investigate this, I re-estimated the models excluding gross margin as a control variable presented in Table 3. However, the negative sign on ROA persisted across all specifications, suggesting that the issue is not solely driven by collinearity with gross margin. 
Instead, the negative association may reflect structural and behavioral dynamics specific to the Chinese corporate landscape. Many firms—particularly those with state ownership or strong political alignment—are highly sensitive to government policies and industrial guidance. It is not uncommon for such firms to engage in short-term investments or expansions in response to policy incentives or sectoral booms (e.g., in real estate or infrastructure). While these actions may temporarily inflate earnings and ROA, they often lack strategic sustainability and may fail to translate into long-term value creation. In this context, a high ROA may not necessarily signal efficiency or investor-friendly behavior, but rather opportunistic responses to transient policy trends, especially in firms with weaker governance mechanisms. This finding warrants further investigation and highlights the importance of understanding how profitability measures interact with governance characteristics in emerging markets.

Table 3 - The Effect on Firm Value of a Staggered Board, with and without GrossMargin variable
	
	With Gross Margin
	Without Gross Margin

	VARIABLES
	(1)
	(2)
	(3)
	(4)
	(1)
	(2)
	(3)
	(4)

	
	
	
	
	
	
	
	
	

	L_SBdummy
	-0.581**
	-1.286
	-0.139
	-0.779
	-0.581**
	-1.286
	-0.167
	-0.831

	
	(0.234)
	(0.827)
	(0.173)
	(0.650)
	(0.234)
	(0.827)
	(0.174)
	(0.712)

	L_LogAsset
	
	
	-2.634***
	-7.382**
	
	
	-2.762***
	-7.168**

	
	
	
	(0.684)
	(3.614)
	
	
	(0.720)
	(3.542)

	L_ROA
	
	
	-0.0399***
	-0.0767***
	
	
	-0.0359**
	-0.0751***

	
	
	
	(0.0127)
	(0.0181)
	
	
	(0.0152)
	(0.0214)

	L_CAPEX
	
	
	-4.591
	-8.256
	
	
	-3.871
	-7.021

	
	
	
	(2.995)
	(6.208)
	
	
	(2.819)
	(5.636)

	L_GrossMargin
	
	
	0.0311**
	0.0746*
	
	
	
	

	
	
	
	(0.0147)
	(0.0439)
	
	
	
	

	L_Leverage
	
	
	0.00505
	-0.000416
	
	
	0.00330
	-0.000793

	
	
	
	(0.00337)
	(0.00355)
	
	
	(0.00503)
	(0.00333)

	L_SalesGrowth
	
	
	0.00974
	0.00973
	
	
	0.00982
	0.00988

	
	
	
	(0.0113)
	(0.0107)
	
	
	(0.0115)
	(0.0110)

	L_Top5Holdings
	
	
	-0.0460
	-0.0386
	
	
	-0.0576*
	-0.0398

	
	
	
	(0.0363)
	(0.0620)
	
	
	(0.0340)
	(0.0619)

	L_Top10Holdings
	
	
	0.0417
	0.0450
	
	
	0.0569*
	0.0571

	
	
	
	(0.0355)
	(0.0497)
	
	
	(0.0322)
	(0.0451)

	L_InstitutionalHoldings
	
	
	0.0122*
	0.0166
	
	
	0.0116*
	0.0169

	
	
	
	(0.00715)
	(0.0154)
	
	
	(0.00699)
	(0.0160)

	
	
	
	
	
	
	
	
	

	2013.Year_num
	
	0.752
	
	0.942
	
	0.752
	
	0.924

	
	
	(0.875)
	
	(0.825)
	
	(0.875)
	
	(0.817)

	2014.Year_num
	
	0.177
	
	0.967*
	
	0.177
	
	0.943*

	
	
	(0.359)
	
	(0.563)
	
	(0.359)
	
	(0.544)

	2015.Year_num
	
	1.134***
	
	2.143***
	
	1.134***
	
	2.154***

	
	
	(0.388)
	
	(0.547)
	
	(0.388)
	
	(0.550)

	2016.Year_num
	
	0.795*
	
	2.199***
	
	0.795*
	
	2.227***

	
	
	(0.411)
	
	(0.748)
	
	(0.411)
	
	(0.755)

	2017.Year_num
	
	0.150
	
	1.547**
	
	0.150
	
	1.617**

	
	
	(0.373)
	
	(0.663)
	
	(0.373)
	
	(0.694)

	2018.Year_num
	
	-0.608*
	
	1.227
	
	-0.608*
	
	1.295

	
	
	(0.358)
	
	(0.883)
	
	(0.358)
	
	(0.920)

	2019.Year_num
	
	-0.538
	
	1.585
	
	-0.538
	
	1.621

	
	
	(0.361)
	
	(1.023)
	
	(0.361)
	
	(1.036)

	Constant
	2.645***
	2.600***
	5.867***
	11.22***
	2.645***
	2.600***
	6.626***
	12.12***

	
	(0.201)
	(0.330)
	(0.982)
	(4.114)
	(0.201)
	(0.330)
	(1.135)
	(4.537)

	
	
	
	
	
	
	
	
	

	Observations
	1,819
	1,819
	1,819
	1,819
	1,819
	1,819
	1,819
	1,819

	R-squared
	0.002
	0.018
	0.164
	0.226
	0.002
	0.018
	0.154
	0.213

	Number of firm_id
	
	229
	
	229
	
	229
	
	229


Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1
Lastly, it is important to note that the effect of staggered boards on firm value is not uniformly significant across model specifications. While the staggered board dummy exhibits a negative and significant association with Tobin’s Q in baseline non-differencing models, this effect weakens or disappears once firm and year fixed effects are introduced. Such inconsistency suggests that the relationship between staggered board structures and firm valuation is likely nonlinear or context-dependent, rather than universal.
This finding echoes prior literature that cautions against treating staggered boards as inherently value-destroying or value-enhancing. In particular, Cremers, Litov, and Sepe (2017) argue that the impact of staggered boards depends heavily on a firm’s institutional context, investment horizon, and existing governance quality. In environments with long-term strategic orientation and strong shareholder protections, staggered boards may allow management to pursue value-enhancing strategies free from short-term market pressure. Conversely, in firms with weak governance or low transparency, staggered boards may instead entrench management and reduce firm responsiveness to market discipline.
Given the unique governance environment in China—where ownership is often concentrated, regulatory signals are strong, and takeover markets are underdeveloped—the effect of staggered boards may vary significantly across firms. For some, staggered boards may offer insulation to pursue long-term goals, while for others, they may simply reinforce existing managerial power. These heterogeneous responses reinforce the need for further firm-level or sector-specific analyses to uncover the conditions under which staggered boards contribute positively or negatively to firm value.
4.2 The Determinants of a Staggered Board
Having established the effect of staggered boards on firm value, the next question is: what drives their adoption? Understanding the determinants of staggered board structures provides essential context for interpreting their impact, and helps uncover whether such governance mechanisms are deployed as proactive strategic tools or reactive defenses. Given that staggered boards are not randomly assigned but reflect firm-level decisions shaped by size, performance, ownership, and external pressures, the second part of the analysis turns to a regression-based investigation of the characteristics that predict staggered board adoption across Chinese listed firms.
Table 4 investigates the determinants of the presence of a staggered board and uses the same model as for the table 2, changing the SBdummy variable to the dependent variable and maintaining the explanatory variables that theoretically could affect a firm's governance structure as independent variables. Column (2) incorporates firm- and year-fixed effects to account for time-invariant firm characteristics and time-specific factors that may influence the adoption of staggered boards. Standard errors are clustered at the firm level to correct for potential serial correlation and heteroscedasticity within firms over time.
Table 4 - The Determinants of a Staggered Board
	Diff
	NoDiff

	VARIABLES
	(1)
	(2)
	
	(1)
	(2)

	
	
	
	
	
	

	L_Diff_LogAsset
	0.0414
	-0.0115
	L_LogAsset
	0.0882**
	0.0609

	
	(0.0654)
	(0.127)
	
	(0.0442)
	(0.0451)

	L_Diff_ROA
	-0.000302
	-7.23e-05
	L_ROA
	0.000202
	-0.000199

	
	(0.000474)
	(0.000417)
	
	(0.000586)
	(0.000174)

	L_Diff_CAPEX
	0.342
	1.183***
	L_CAPEX
	-0.200
	0.410***

	
	(0.409)
	(0.427)
	
	(0.362)
	(0.135)

	L_Diff_GrossMargin
	-0.000318
	0.000471
	L_GrossMargin
	-0.000588
	-0.000993

	
	(0.00187)
	(0.00370)
	
	(0.00119)
	(0.00114)

	L_Diff_Leverage
	-0.00171
	-1.56e-05
	L_Leverage
	-3.45e-05
	0.000204

	
	(0.00217)
	(0.00194)
	
	(0.00162)
	(0.000419)

	L_Diff_SalesGrowth
	-0.000262**
	-1.79e-05
	L_SalesGrowth
	-7.30e-05***
	-5.89e-05

	
	(0.000121)
	(9.90e-05)
	
	(2.64e-05)
	(4.02e-05)

	L_Diff_Top5Holdings
	0.00576
	0.000860
	L_Top5Holdings
	-0.0135***
	-0.00107

	
	(0.00419)
	(0.00577)
	
	(0.00465)
	(0.00332)

	L_Diff_Top10Holdings
	-0.00421
	0.00106
	L_Top10Holdings
	0.00435
	0.00143

	
	(0.00395)
	(0.00478)
	
	(0.00462)
	(0.00299)

	L_Diff_Institutional Holdings
	0.000677
	-0.00152
	L_Institutional Holdings
	0.00176*
	0.000283

	
	(0.00136)
	(0.00187)
	
	(0.000914)
	(0.000692)

	2013.Year_num
	
	0.0558*
	2013.Year_num
	
	0.0173*

	
	
	(0.0290)
	
	
	(0.00940)

	2014.Year_num
	
	0.0818**
	2014.Year_num
	
	0.0232*

	
	
	(0.0336)
	
	
	(0.0124)

	2015.Year_num
	
	0.141***
	2015.Year_num
	
	0.0465**

	
	
	(0.0386)
	
	
	(0.0192)

	2016.Year_num
	
	0.246***
	2016.Year_num
	
	0.0754***

	
	
	(0.0530)
	
	
	(0.0233)

	2017.Year_num
	
	0.226***
	2017.Year_num
	
	0.0710***

	
	
	(0.0681)
	
	
	(0.0256)

	2018.Year_num
	
	-0.0250
	2018.Year_num
	
	-0.0200

	
	
	(0.0840)
	
	
	(0.0320)

	2019.Year_num
	
	-0.103
	2019.Year_num
	
	-0.0501

	
	
	(0.0869)
	
	
	(0.0328)

	Constant
	0.794***
	0.716***
	Constant
	0.476***
	0.112

	
	(0.0286)
	(0.0635)
	
	(0.102)
	(0.0839)

	
	
	
	
	
	

	Observations
	614
	614
	Observations
	1819
	1,819

	R-squared
	0.0212
	0.138
	R-squared
	0.0937
	0.0519

	Number of firm_id
	
	78
	Number of firm_id
	
	229


Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1
The overall explanatory power in both models remains limited across specifications. R-squared values are relatively low, particularly in the differenced models, indicating that the included firm characteristics only account for a small fraction of the variation in staggered board usage. This suggests that the decision to adopt staggered boards is likely influenced by additional unobserved factors, such as firm-specific governance concerns, external pressures, or broader institutional dynamics. Importantly, even after incorporating firm and year fixed effects and clustering standard errors at the firm level, few variables emerge as robust predictors across both frameworks.
One notable exception is CAPEX, which shows a positive and statistically significant association with staggered board adoption in column (2) of both models after including firm and year fixed effects and clustering standard errors at the firm level. This finding may reflect the strategic use of governance provisions to safeguard long-term investments: firms undertaking significant capital expenditures may perceive staggered boards as a protective mechanism against hostile takeovers or short-term shareholder interventions.
This behavior is consistent with the signaling theory proposed by Trueman (1986), which posits that capital investment can act as a signal of managerial confidence about future firm performance. However, the signal’s credibility often hinges on the alignment between management and investors. In the context of Chinese listed firms—especially those with mixed ownership or limited transparency—such signaling might be reinforced by the adoption of staggered boards to ensure continuity and execution of long-term projects. Additionally, Xu, Zhu, and Lin (2005) highlight that Chinese firms often face politician-induced agency problems and institutional voids, which further incentivize the use of defensive governance structures like staggered boards to insulate capital projects from political or market disruptions. Together, these dynamics underscore that while financial characteristics alone offer limited explanatory power, they may still reveal important governance motivations under specific institutional and strategic conditions.
Notably, the significantly positive year fixed effects observed from 2015 to 2017 align closely with a surge in staggered board adoption triggered by heightened takeover concerns in the Chinese capital market. This period marked the peak of what is now known as the “Baoneng–Vanke dispute”, the largest leveraged hostile takeover attempt in China’s corporate history. Initiated in mid-2015, Baoneng Group’s aggressive accumulation of shares in Vanke sparked widespread alarm among listed companies, exposing vulnerabilities in China’s governance structure—especially in firms with dispersed ownership, unclear control rights, or limited defensive mechanisms (He et al., 2022). The incident became a watershed moment, not only for its scale, but for the questions it raised around short-term investor behavior, dominant shareholder conflicts, and the fragile balance between control and accountability (Li, 2019).
In response to this unprecedented challenge, many A-share listed firms rushed to implement anti-takeover provisions, including staggered boards, to safeguard management continuity and resist abrupt control shifts. Though staggered boards lack clear statutory authorization in China, they were rapidly adopted as a defensive mechanism. By staggering director terms, firms could delay a hostile acquirer’s ability to seize full control of the board, thereby creating critical time to negotiate, restructure holdings, or launch legal and financial countermeasures. As Li (2019) notes, this form of tactical insulation became especially attractive in China’s legal environment, where fiduciary duties are under-enforced, and controlling shareholders are often able to circumvent broader accountability mechanisms.
Importantly, the governance shock induced by the Baoneng–Vanke incident also exposed a broader structural problem in China’s listed companies: the weakness of minority shareholder protections and the dominance of short-term control strategies by large or activist shareholders. Many firms with highly fragmented ownership structures—where no controlling shareholder existed—suddenly recognized their vulnerability to coordinated accumulation by financial buyers. The reaction was not limited to corporate boards; it also fueled policy discussion and academic critique of the shareholder primacy model, particularly in cases where even large institutional investors prioritized short-term control over long-term value creation (He et al., 2022).
As a result, the spike in staggered board adoption from 2015 to 2017 can be understood not only as a tactical defense, but as a passively systemic reaction to the perceived inadequacies of China’s prevailing governance frameworks. The episode catalyzed a governance transformation in which firms sought to preemptively strengthen internal controls and formalize board structures to guard against takeover threats in an uncertain and rapidly evolving institutional environment.
In contrast to the surge in staggered board adoptions following the Baoneng–Vanke dispute between 2015 and 2017, the year 2019 marked a significant reversal. 
Although the negative 2019 year dummy no longer exhibits statistical significance in the updated regression results, the broader institutional developments during this period point to a notable shift away from defensive governance structures. This change cannot be attributed to internal firm dynamics alone. Rather, it reflects an institutional correction, driven largely by increasing regulatory scrutiny and enhanced enforcement of shareholder protection standards.
A key driver of this shift was the intervention of the China Securities Investor Services Center (CSISC), which in 2017–2018 conducted a comprehensive review of the articles of association of 3,472 listed companies across 36 jurisdictions. Following this review, the CSISC issued 1,812 shareholder proposal letters, calling on companies to amend or remove governance provisions that were found to violate laws or infringe upon minority shareholder rights—including improperly set anti-takeover clauses like staggered boards (CSISC, 2018). Of particular note were 76 firms whose charters explicitly included illegal or irregular takeover defenses, such as restrictions on director replacement or arbitrary increases in shareholder voting thresholds.
The wave of proposed amendments was backed by regulatory authorities, with the CSISC formally copying its recommendations to local CSRC offices and stock exchanges. Many firms responded by initiating changes during their 2019 annual shareholder meetings, either voluntarily or under formal pressure. The regulator made it clear that non-compliant firms would be publicly confronted at shareholder meetings if changes were not implemented, signaling a shift toward more proactive and enforcement-based governance reform.
Beyond technical compliance, this institutional push reflects a deeper reorientation of governance philosophy in China. The staggered board, once used as a defensive tool to resist hostile takeovers, came to be seen as a potential instrument of entrenchment—especially in the absence of clear legal frameworks and fiduciary enforcement. Scholars have argued that in jurisdictions where controlling shareholders dominate or disclosure standards are weak, such mechanisms tend to harm rather than protect shareholder value (Li, 2019; He et al., 2022).
Thus, the adoption decline in 2019 should be understood not as a random market adjustment but as a regulated structural correction. Firms responded not only to external policy pressure but also to rising expectations from investors for governance practices that align with transparency, fairness, and minority shareholder protection. This institutional backdrop explains the significant drop in staggered board adoption that year, as firms sought to signal alignment with national governance reforms and improve their reputational standing in a maturing capital market.
The contrasting patterns observed between 2015–2017 and 2019 illustrate how staggered board adoption in China has been shaped not only by firm-level considerations but also by broader shifts in institutional and regulatory dynamics. The initial surge in adoption reflected a reactive governance response to heightened takeover threats in a context of weak shareholder protections and dispersed ownership structures. Conversely, the subsequent decline highlights the increasing role of regulatory intervention and a maturing governance environment, where defensive provisions such as staggered boards are more critically evaluated for their alignment with shareholder rights and market transparency. Together, these time-based findings underscore the contextual and adaptive nature of corporate governance practices in China, where formal structures are often shaped by external shocks and evolving policy expectations rather than purely internal firm logic.
5. Conclusion
This study investigates the effect of staggered boards on firm value and performance in the context of China’s evolving corporate governance environment. Using a matched panel dataset of A-share listed firms from 2011 to 2019, the analysis reveals that while staggered boards are associated with lower firm value in baseline specifications, this negative effect becomes statistically insignificant once firm and year fixed effects are included and standard errors are clustered at the firm level. These findings suggest that staggered boards are not uniformly detrimental to firm performance, and their impact is highly contextual—varying across firms, time periods, and institutional conditions.
The second part of the analysis explores the determinants of staggered board adoption and highlights the non-random nature of governance choices. Although traditional firm characteristics such as size and ownership structure show limited explanatory power, strong year effects point to powerful institutional dynamics shaping governance behavior. The sharp rise in staggered board adoption following the Baoneng–Vanke dispute (2015–2017) reflects a reactive governance cycle triggered by perceived threats to control, particularly in firms with dispersed ownership and weak shareholder protections. In contrast, the sharp decline in 2019 corresponds to regulatory scrutiny and shareholder pressure to dismantle defensive mechanisms seen as entrenching management and eroding transparency.
Together, these findings illustrate that in China’s still-developing capital market, both hostile takeovers and the deployment of formal defenses such as staggered boards remain relatively rare and are often adopted in response to external shocks rather than as part of coherent long-term governance strategies. However, this reactive posture is likely to fade. As China continues to build a more mature regulatory framework—capable of absorbing both friendly and hostile bids without systemic disruption—firms will increasingly adopt governance mechanisms like staggered boards based on firm-specific needs and strategic alignment, rather than as temporary shields against market volatility. Future governance decisions may thus be driven less by short-term pressures and more by sustained efforts to enhance valuation, balance stakeholder interests, and formalize board accountability in line with international standards.
This research contributes to the broader literature on corporate governance in emerging markets by offering empirical evidence from China, a market characterized by hybrid ownership structures, evolving legal norms, and an increasingly active regulatory regime. It also provides practical insight for policymakers, institutional investors, and corporate decision-makers seeking to understand the role and trajectory of governance reform in a transitioning economy.
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There was one moment I will never forget. When you visited Shanghai for the school’s conference in December 2024, I recommended a visit to Lingyin Temple in Hangzhou and casually mentioned a local bracelet said to bring good luck. You smiled and replied, “I don’t believe in luck. And I don’t need any luck. If I got something to do, just do it and work hard on it.” That simple statement stayed with me. For a long time, I often told myself I just needed a bit more luck, that maybe if I were luckier, things would be easier. But you said, “just do it,” with such calm certainty. No embellishment, no excuses. Now I carry that sentence with me. Not as a one-time lesson, but as something to return to again and again—a quiet reminder to stay grounded, stay deliberate, and keep walking forward, steadily, on the long road of life.
I deeply respect your academic ethos and the intellectual integrity you embody. It is something I aspire to carry forward in my own path. Thank you for being a mentor, a guide, and a constant source of inspiration. 
I would also like to express my sincere appreciation to Professor Marti Subrahmanyam, Professor Christina Wang, and Professor Wendy Jin for their dedication in coordinating this research program. I am thankful to our teaching assistant, Xinyi Yang, for her excellent organization of the seminar series, which greatly enriched our learning experience. I extend my gratitude to all the professors who generously shared their time and insights through research seminars and presentations—their work has been both inspiring and formative to my academic development.
Last but not least, I am deeply grateful to all my peers in the program for their camaraderie, and to my family for their unwavering mental and emotional support. Their encouragement helped me persevere through the most challenging moments of this journey.
References 
Allen F., Qian J., and Qian M. 2005. Law, finance, and economic growth in China. Journal of Financial Economics 77(1):57–116.
Amihud Y., Schmid M., and Solomon S.D. 2018. Settling the staggered board debate. University of Pennsylvania Law Review 166(6):1475–1510.
Amihud Y., and Stoyanov S.. 2017. Do staggered boards harm shareholders? Journal of Financial Economics. 123:432–9.
Bebchuk L.A., and Cohen A. 2005. The costs of entrenched boards. Journal of Financial Economics 78(2):409–433.
Cao Q. 2018. 我国上市公司章程反收购条款法律规制研究 [The Legal Regulation of Anti-Takeover Provisions in the Articles of Listed Companies in China]. 吉林大学法学博士论文.
Chen T. 2015. Institutions, board structure, and corporate performance: Evidence from Chinese firms. Journal of Corporate Finance 32:217–237.
China Securities Investor Services Center (CSISC). 2018. Summary of Charter Review and Shareholder Proposal Actions. Baijiahao News. Retrieved from: https://baijiahao.baidu.com/s?id=1593152481068966976
Cremers K.J.M., Litov L., and Sepe S.M. 2017. Staggered boards and long-term firm value, revisited. Journal of Financial Economics 126(2):422–444.
Demsetz H., and Villalonga B. 2001. Ownership structure and corporate performance. Journal of Corporate Finance 7(3):209–233.
Feng H. 2019. Analysis of Equity Disputes in Listed Companies with Dispersed Ownership and Protection of Small and Medium Shareholders’ Interests. SSRN. https://doi.org/10.2139/ssrn.3482921
Firth M., Fung P.M.Y., and Rui O.M. 2007. Ownership, two-tier board structure, and the informativeness of earnings – Evidence from China. Journal of Accounting and Public Policy 26(4):463–496.
He C.X., Soh W.N., Ong T.S., Lau W.T., and Zhong B. 2022. Analysis of equity disputes in listed companies with dispersed ownership structure and protection of small and medium shareholders’ interests. Frontiers in Psychology 13:857585. https://doi.org/10.3389/fpsyg.2022.857585
Li X. 2019. Activist investors and under-enforced fiduciary duties: A reflection on China’s takeover regulation in the aftermath of the Baoneng/Vanke takeover. Houston Business and Tax Law Journal 19(2):167–232.
Lin S., and Xie J. 2020. 我国分级董事会践行状况与规制路径研 [The practice and regulatory path of staggered boards in China]. Securities Market Herald 6:32–40.
Lin Y., Cai Y., and Li D. 2020. Politician control, agency problems and ownership reform: Evidence from China. Review of Finance 24(4):733–767. https://doi.org/10.1093/rof/rfaa007
Liu Y. 2015. 我国上市公司章程反收购条款法律规制研究 [Legal Regulation of Anti-Takeover Provisions in Articles of Listed Companies]. Doctoral dissertation, 吉林大学.
Sina Finance. 2018. 投服中心对北京238家公司发送股东建议函 [Investor Services Center sends shareholder proposal letters to 238 Beijing companies]. China Securities Journal, February 23.
Trueman B. 1986. The relationship between the level of capital expenditures and firm value. Journal of Financial and Quantitative Analysis 21(2):115–129. https://doi.org/10.2307/2330732
Wang J., and Ong C. 2007. Board structure, ownership and firm performance. Research in International Business and Finance 21(3):291–310.
Xu L.C., Zhu T., and Lin Y.M. 2005. Politician control, agency problems, and ownership reform: Evidence from China. In: Garnaut R., Song L., and Yao Y. (Eds.), China’s Ownership Transformation, pp. 234–254. Routledge.
Xu X., and Wang Y. 1999. Ownership structure and corporate governance in Chinese stock companies. China Economic Review 10(1):75–98

Appendix
Appendix 1: Correlation Matrix for All Variables
	
	Tobin's Q
	SBdummy
	Log_Asset
	ROA
	CAPEX
	Gross Margin
	Leverage
	Sales Growth
	Top5
Holdings
	Top10
Holdings
	Institutional
Holdings

	Tobin's Q
	1.000 
	-0.035 
	-0.315 
	0.650 
	-0.021 
	0.055 
	-0.010 
	0.008 
	-0.074 
	-0.060 
	-0.050 

	SBdummy
	
	1.000 
	0.101 
	-0.001 
	-0.039 
	-0.046 
	0.004 
	0.004 
	-0.224 
	-0.202 
	-0.013 

	Log_Asset
	
	
	1.000 
	-0.052 
	-0.063 
	-0.135 
	0.069 
	0.056 
	0.187 
	0.232 
	0.309 

	ROA
	
	
	
	1.000 
	0.100 
	0.207 
	-0.044 
	-0.020 
	0.047 
	0.064 
	0.045 

	CAPEX
	
	
	
	
	1.000 
	0.108 
	-0.035 
	-0.011 
	0.073 
	0.106 
	0.041 

	Gross Margin
	
	
	
	
	
	1.000 
	-0.057 
	0.018 
	0.073 
	0.091 
	0.018 

	Leverage
	
	
	
	
	
	
	1.000 
	0.006 
	-0.071 
	-0.077 
	-0.025 

	Sales Growth
	
	
	
	
	
	
	
	1.000 
	0.011 
	0.026 
	0.033 

	Top5 Holdings
	
	
	
	
	
	
	
	
	1.000 
	0.968 
	0.499 

	Top10Holdings
	
	
	
	
	
	
	
	
	
	1.000 
	0.521 

	Institutional
Holdings
	
	
	
	
	
	
	
	
	
	
	1.000 


Appendix 2: Robustness Check: Comparison of Tobin’s Q Based on End-of-Year vs. Average Market Capitalization (using same non-differencing models)
	Dependent Variables
	Tobin’s Q_end
	Tobin’s Q_avg

	VARIABLES
	(1)
	(2)
	(3)
	(4)
	(1)
	(2)
	(3)
	(4)

	
	
	
	
	
	
	
	
	

	L_SBdummy
	-0.581**
	-1.286
	-0.139
	-0.779
	-0.512**
	-1.239
	-0.0508
	-0.698

	
	(0.234)
	(0.827)
	(0.173)
	(0.650)
	(0.242)
	(0.864)
	(0.169)
	(0.650)

	L_Log Asset
	
	
	-2.634***
	-7.382**
	
	
	-2.664***
	-7.881*

	
	
	
	(0.684)
	(3.614)
	
	
	(0.765)
	(4.092)

	L_ROA
	
	
	-0.0399***
	-0.0767***
	
	
	-0.0447***
	-0.0843***

	
	
	
	(0.0127)
	(0.0181)
	
	
	(0.0143)
	(0.0205)

	L_CAPEX
	
	
	-4.591
	-8.256
	
	
	-5.385*
	-9.626

	
	
	
	(2.995)
	(6.208)
	
	
	(3.154)
	(6.759)

	L_Gross Margin
	
	
	0.0311**
	0.0746*
	
	
	0.0347**
	0.0915*

	
	
	
	(0.0147)
	(0.0439)
	
	
	(0.0164)
	(0.0494)

	L_Leverage
	
	
	0.00505
	-0.000416
	
	
	0.00494
	-0.000904

	
	
	
	(0.00337)
	(0.00355)
	
	
	(0.00319)
	(0.00267)

	L_SalesGrowth
	
	
	0.00974
	0.00973
	
	
	0.0110
	0.0112

	
	
	
	(0.0113)
	(0.0107)
	
	
	(0.0127)
	(0.0121)

	L_Top5Holdings
	
	
	-0.0460
	-0.0386
	
	
	-0.0529
	-0.0481

	
	
	
	(0.0363)
	(0.0620)
	
	
	(0.0410)
	(0.0716)

	L_Top10Holdings
	
	
	0.0417
	0.0450
	
	
	0.0497
	0.0566

	
	
	
	(0.0355)
	(0.0497)
	
	
	(0.0401)
	(0.0571)

	L_Institutional Holdings
	
	
	0.0122*
	0.0166
	
	
	0.0136*
	0.0210

	
	
	
	(0.00715)
	(0.0154)
	
	
	(0.00781)
	(0.0176)

	
	
	
	
	
	
	
	
	

	2013.Year_num
	
	0.752
	
	0.942
	
	0.610
	
	0.808

	
	
	(0.875)
	
	(0.825)
	
	(0.998)
	
	(0.936)

	2014.Year_num
	
	0.177
	
	0.967*
	
	-0.172
	
	0.665

	
	
	(0.359)
	
	(0.563)
	
	(0.411)
	
	(0.647)

	2015.Year_num
	
	1.134***
	
	2.143***
	
	0.631
	
	1.682***

	
	
	(0.388)
	
	(0.547)
	
	(0.420)
	
	(0.624)

	2016.Year_num
	
	0.795*
	
	2.199***
	
	0.541
	
	2.010**

	
	
	(0.411)
	
	(0.748)
	
	(0.452)
	
	(0.849)

	2017.Year_num
	
	0.150
	
	1.547**
	
	0.237
	
	1.656**

	
	
	(0.373)
	
	(0.663)
	
	(0.431)
	
	(0.768)

	2018.Year_num
	
	-0.608*
	
	1.227
	
	-0.396
	
	1.487

	
	
	(0.358)
	
	(0.883)
	
	(0.417)
	
	(1.005)

	2019.Year_num
	
	-0.538
	
	1.585
	
	-0.649
	
	1.550

	
	
	(0.361)
	
	(1.023)
	
	(0.412)
	
	(1.168)

	Constant
	2.645***
	2.600***
	5.867***
	11.22***
	2.577***
	2.670***
	5.632***
	11.38**

	
	(0.201)
	(0.330)
	(0.982)
	(4.114)
	(0.210)
	(0.367)
	(1.063)
	(4.710)

	
	
	
	
	
	
	
	
	

	Observations
	1,819
	1,819
	1,819
	1,819
	1,819
	1,819
	1,819
	1,819

	R-squared
	0.002
	0.018
	0.164
	0.226
	0.002
	0.009
	0.159
	0.221

	Number of firm_id
	
	229
	
	229
	
	229
	
	229


Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1
