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Abstract

Although empirical scholarship dominates the field of law and finance, much of 
it shares a common vulnerability: an abiding faith in the accuracy and integrity 
of a small, specialized collection of corporate governance data. In this paper, we 
unveil a novel collection of three decades’ worth of corporate charters for thou-
sands of public companies, which shows that this faith is misplaced. 

We make three principal contributions to the literature. First, we label our cor-
pus for a variety of firm- and state-level governance features. Doing so reveals 
significant infirmities within the most well-known corporate governance datasets, 
including an error rate exceeding eighty percent in the G-Index, the most widely 
used proxy for “good governance” in law and finance. Correcting these errors 
substantially weakens one of the most well-known results in law and finance, 
which associates good governance with higher investment returns. Second, we 
make our corpus freely available to others, in hope of providing a long-overdue 
resource for traditional scholars as well as those exploring new frontiers in cor-
porate governance, ranging from machine learning to stakeholder governance to 
the effects of common ownership. Third, and more broadly, our analysis exposes 
twin cautionary tales about the critical role of lawyers in empirical research, and 
the dubious practice of throttling public access to public records.
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True + True - False + False - Correct % Error % F1

Unequal Vote 0.45% 98.60% 0.82% 0.14% 99.05% 0.95% 0.49

Merger Supermajority 14.16% 54.73% 2.64% 28.47% 68.89% 31.11% 0.48

Written Consent 19.29% 33.81% 18.40% 28.50% 53.10% 46.90% 0.45

Special Meeting 28.78% 6.80% 11.59% 52.83% 35.58% 64.42% 0.47

Lim Amend Chtr (whole + part) 2.56% 35.96% 0.49% 61.00% 38.51% 61.49% 0.08

Lim Amend Chtr (whole) 0.87% 93.60% 2.18% 3.36% 94.46% 5.54% 0.24

Dual Class 10.36% 85.04% 0.80% 3.80% 95.40% 4.60% 0.82

Director Liability Waiver (DoC) 38.08% 11.30% 6.30% 44.32% 49.39% 50.61% 0.60

Director Indemnification 6.63% 54.68% 20.84% 17.86% 61.30% 38.70% 0.26

Cumulative Voting 4.52% 86.94% 7.22% 1.32% 91.46% 8.54% 0.51

Classified Board 45.70% 37.54% 14.05% 2.71% 83.24% 16.76% 0.85

Blank Check (Simple) 86.39% 8.23% 3.24% 2.13% 94.62% 5.38% 0.97

Blank Check (Any) 50.08% 11.07% 37.61% 1.24% 61.15% 38.85% 0.72

State Law: Return of Profits 14.32% 82.91% 0.90% 1.87% 97.23% 2.77% 0.91

State Law: Fair Price 30.72% 65.82% 2.85% 0.61% 96.54% 3.46% 0.95

State Law: Director Duties 4.03% 71.23% 0.34% 24.40% 75.26% 24.74% 0.25

State Law: Cont. Share Acq. 26.94% 71.28% 1.12% 0.66% 98.22% 1.78% 0.97

State Law: Cash-Out 3.21% 96.58% 0.04% 0.18% 99.79% 0.21% 0.97

State Law: Business Comb. 89.68% 8.61% 0.99% 0.72% 98.29% 1.71% 0.99
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Original GIM

Exact Replication 

(Historical IRRC)

Replication with 

CCG-Corrections 

(Historical IRRC)

Replication with 

CCG-Corrections 

(Updated IRRC)

Replication With 

Matched Firms 

(Historical IRRC)

G ≤ 5 (Democracy) 0.29* 0.26 0.175 0.118 0.334

0.13 0.14 0.17 0.15 0.20

G  =  6 0.22 0.189 -0.005 -0.082 -0.021

0.18 0.19 0.17 0.18 -0.21

G  = 7 0.24 0.234 0.161 0.112 0.285

0.19 0.19 0.21 0.19 0.24

G  =  8 0.08 0.017 0.264 0.264 0.382

0.14 0.14 0.16 0.15 0.19

G  =  9 -0.02 -0.066 -0.173 -0.185 -0.203

0.12 0.12 0.13 0.13 0.16

G  =  10 0.03 0.012 0.134 0.154 0.246

0.11 0.11 0.14 0.13 0.18

G  =  11 0.18 0.137 0.043 0.051 0.142

0.16 0.16 0.14 0.14 0.20

G  =  12 -0.25 -0.283 -0.167 -0.172 -0.253

0.14 0.15 0.15 0.16 0.19

G =  13 -0.01 -0.066 -0.09 -0.106 -0.195

0.14 0.14 0.15 0.14 0.21

G ≥ 14  (Dictatorship) -0.42* -0.438* -0.415* -0.381* -0.225

0.19 0.18 0.17 0.17 0.20

Democracy-Dictatorship  (bps) 71.0 69.8 59.0 49.9 55.9

Attenuation from Original (in %) - -1.69% -16.90% -29.72% -21.27%

Implied Annual Excess Return 8.9% 8.7% 7.3% 6.2% 6.9%

Performance attribution regression of Democracy - Dictatorship Portfolios; 1990-1998. The first column

restates the estimates from Table VI of Gompers, Ishii & Metrick ("GIM" 2003). The second column

reports our attempt at an exact replication. The remaining three columns are replication robustness

checks using CCG-corrected data for a variety of comparison samples. Coefficient estimates reflect

unexplained return (a) values from Fama-French four-factor portfolio regressions. Standard Errors in

italics. (* = 0.05 significance; ** = 0.01 significance)
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Charter 

Length

F-K 

Readability

Type-Token 

Ratio

Cos-Sim 

Nearest 25%

Construction 3,850.11 9.5264 0.2527 0.3254

Finance Insurance & RE 8,097.73 12.6549 0.2261 0.3167

Manufacturing 4,938.61 13.2327 0.2575 0.3084

Mining 4,446.61 13.0641 0.2692 0.3023

Retail Trade 4,802.60 14.7207 0.2613 0.3087

Services 4,368.52 15.6347 0.2569 0.3147

Transp Comm Elec 5,893.04 10.9905 0.2464 0.2985

Wholesale Trade 5,510.26 13.3965 0.2493 0.3103

Other 3,757.52 16.8329 0.2792 0.3267

Total 5,542.00 13.3120 0.2507 0.3101

Quartile 1 3,859.35 18.9441 0.3205 0.2819

Quartile 2 3,915.37 18.9652 0.2842 0.2947

Quartile 3 4,452.35 15.4412 0.2638 0.3076

Quartile 4 6,471.78 11.0583 0.2363 0.3146

Total 5,544.16 13.3122 0.2506 0.3101

Quartile 1 6,926.03 10.3385 0.2397 0.3128

Quartile 2 5,815.96 12.1511 0.2380 0.3132

Quartile 3 5,137.17 13.3775 0.2511 0.3106

Quartile 4 3,984.94 16.5338 0.2742 0.3041

Total 5,398.24 13.1673 0.2502 0.3104

Panel A: SIC Industry Group

Panel B: Asset Value Quartile

Panel C: Tobin's Q Quartile
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about ECGI

The European Corporate Governance Institute has been established to improve corpo-
rate governance through fostering independent scientific research and related activities.

The ECGI will produce and disseminate high quality research while remaining close to 
the concerns and interests of corporate, financial and public policy makers. It will draw on 
the expertise of scholars from numerous countries and bring together a critical mass of 
expertise and interest to bear on this important subject.

The views expressed in this working paper are those of the authors, not those of the ECGI 
or its members. 
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