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Introduction

Top executives are a focus of corporate strategy research because strategic outcomes are
closely linked to the actions of a firm’s top executives (Finkelstein et al., 2008). However,
beyond actions per se, firms can also be affected by perceptions that stakeholders have of
their top executives (de Luque et al., 2008; Lee & James, 2007; Quigley et al., 2017).
Since announcements of executive appointments can affect investor perceptions of the firm
and its stock market value (Connelly et al., 2016; Dixon-Fowler et al., 2013), demographic
characteristics can play a central role in how a CEO is perceived by their employees, their
board, and the stock market (Lee & James, 2007; Westphal & Stern, 2007). In particular, pre-
vious research has shown that race is a salient demographic characteristic that impacts the per-
ception of CEOs. For example, Black male CEOs who have a “babyface” are judged to be
warmer than Black CEOs with mature faces, while this effect is the opposite for White
male CEOs (Livingston & Pearce, 2009).

In this article, we study how the stock market reacts to the announcement of the appoint-
ment of a Black CEO or Black top management team (TMT) member of a U.S. publicly
traded firm, and what can be inferred about racial bias and CEO talent from such reactions.
We do so by testing two competing theories on this topic posited in recently published papers.
One theory proposes market returns will be lower for firms that announce a Black CEO
because market participants have a negative bias due to stereotypical thinking (Gligor
et al.,, 2021). The competing theory proposes that market returns will be higher for firms
that announce a Black CEO because market perception that this individual has had to
perform at a higher bar than non-Black CEOs due to discrimination within the corporate
sector (Jeong et al., 2023). We utilize a quasi-replication approach, where we aim to retain
the virtues of the previous studies while also contributing improvements that allow for
improved hypothesis testing and interpretation of results (Bettis et al., 2016, p. 2195).

Drawing on research about how social evaluations can be shaped by racial stereotypes,
Gligor et al. (2021) propose that firms’ stock market reactions will be more negative when
they announce the appointment of a Black CEO than a White CEO, and more negative
when they announce the appointment of a Black TMT than a White TMT. Using a sample
of CEO and TMT appointments made during 2001-2020, Gligor et al. (2021) uses standard
narrow-window event study methods to estimate and compare the mean abnormal stock
returns of firms that announce a Black CEO or TMT with those of similar firms that announce
a White CEO or TMT. They report finding large negative mean 3-day cumulative abnormal
stock returns CAR [-1, +1] of —4.3% and —3.0% for the appointment announcements of 83
Black CEOs and 291 Black TMTs, respectively, as compared to small positive CAR [-1, +1]
of 0.6% and 0.5% for the appointment announcements of 83 White CEOs and 291 White
TMTs. Based on their results, Gligor et al. (2021) conclude that “shareholders can develop
biased performance expectations for firms, depending on the race of their newly appointed
executives” and suggest that their “findings serve to raise further awareness regarding the
undesirable consequences associated with racial discrimination.” (pp. 1954-1955).

In marked contrast, a replication study by Jeong et al. (2023) finds a large positive mean
CAR [-1, +1] of 3.1% to the announcements of 57 Black CEO appointments over the 2001—
2020 period, and a small negative mean CAR [-1,+1] of —0.9% to the announcements of a
matched set of 57 White CEO appointments (the authors did not perform a replication
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analysis for Black TMT announcements). Jeong et al. (2023) interpret their results as evi-
dence that any racial bias in the stock market is outweighed by the effects of the “higher
bar” theory which proposes that “investors may deem [Black CEOs] especially capable for
having beaten the odds to be appointed to the pinnacle of corporate leadership” (p. 5).

The results reported by these two recently published studies are notable in the strategy field
because the large reported magnitudes and small associated p-values for Black CEOs and
TMTs run strongly counter to each other and to the results reported by Cook and Glass
(2008) who found only a small mean abnormal stock return at the appointment announce-
ments of 70 Black executives in U.S. public companies during the period 1996-2006. The
findings of Gligor et al. (2021) also have the potential to be highly influential in future
research and practice given the increased dialog within the academic and corporate arenas
around the causes and consequences of racial and ethnic diversity in corporate boards
(Miller & del Carmen Triana, 2009), executives and employees (Roberson, 2019), and the
ways in which academia has investigated these topics (Bates & Ng, 2021).

In this article, we test the competing theories about market reactions to Black CEO and
TMT executive appointments. We believe that this is valuable and set within a compelling
setting for such an empirical investigation because it allows us to investigate the robustness
of the inferences made in two competing theories about the stock market reactions to the
appointment announcements of Black CEOs and TMTs, and consequently about the validity
of theories put forward in them. We approach the investigation by undertaking a
quasi-replication, defined as a study which investigates if the prior results generalize to
both the same data and sample as well as a different sample within the same population
(Bettis et al., 2016). Specifically, our CEO sample has significant sample overlap with
Jeong et al. (2023), while our TMT sample should be considered as a new sample from
the same population because Gligor et al. (2021) have not made their data available for com-
parison. Our quasi-replication is independent, in that the original authors of both papers were
not involved in the construction of our dataset, and constructive, in that we keep the strengths
of the original research design yet contribute new elements that we believe provide new
empirical insights (Kohler & Cortina, 2023).

Our final sample consists of 78 Black and White CEOs, and 101 Black TMTs, all
appointed between 2000 and 2020. There are several key results. First, we find a positive
raw mean CAR [-1,+1] for Black CEO announcements, lending support to the “higher
bar” theory proposed by Jeong et al. (2023). We find no evidence of racial stereotype discrim-
ination of the kind proposed by Gligor et al. (2021). Second, we find effectively zero mean
and median CAR [-1, +1] for our sample of Black TMT appointments, which runs counter to
the negative mean TMT CAR [-1, +1] reported by Gligor et al. (2021).

Third, we find that the CAR [-1, +1] for Black CEO appointment announcements are stat-
istically indistinguishable from zero using alternative nonmean measures of central tendency.
In particular, the median CAR [-1, +1] is indistinguishable from zero in our dataset as well as
in the datasets of Gligor et al. (2021) and Jeong et al. (2023). This lack of robustness as to the
location of the central tendency of the distribution of individual CAR [-1, +1] indicates that
relying solely on the magnitude and p-value of a mean stock price reaction can lead to fragile
and/or misleading conclusions about both the central tendency of the observed individual
CAR [-1,+1] being studied and the validity of theories that seek to explain them. While
our analysis finds that extremely positive reactions in a small number of nano-cap stocks
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play a key role in the magnitude and p-value of the mean CAR [-1, +1], we caution against
overweighting the race of the CEO, given the various other plausible reasons why very large
stock price reactions are not uncommonly seen in nano-cap stocks (White, 2016).

Lastly, we find no effects marginal for Black CEOs using multivariate regression analysis
of the individual CAR [-1,+1] in our matched Black/White CEO sample, nor when we
include prior year stock performance in the regression estimation (a control variable that
was not used in previous papers).

Based on our results, we conclude that mean stock price reactions alone are a fragile and
nonrobust source of evidence with regard to theories about the stock market reactions to
Black executive appointments. These include the theoretical mechanism proposed by
Gligor et al. (2021) that the stock market is racially biased against Black CEOs and TMTs,
the argument by Jeong et al. (2023) that investors may believe Black CEOs exhibit excep-
tional talents, and the proposition that the appointment of a Black CEO is a visible, credible
and positive reputational signal to the stock market that the firm is an equitable and inclusive
organization that does not racially discriminate, leading to predicted superior future financial
performance. Due to greater dialogue in the academic and corporate arenas about the causes
and consequences of executive and employee racial and ethnic diversity, we therefore recom-
mend that future research in the area of Black top executives be fittingly cautious when pre-
senting and interpreting its results. One way of achieving this would be for future event
studies to more broadly report not only mean measures of the central tendency of firms’
stock price reactions, but also the size and associated p-values of median reactions, thereby
providing visibility into multiple measures of central tendency and their connections back
to proposed theories that underlie them.

Theoretical background

Recent research on the stock market reactions to the announcements of the appointments
of Black CEOs and TMTs is centered on two papers that arrive at diametrically opposite
empirical results. On the one hand, Gligor et al. (2021) argue that firms that appoint a
Black CEO will experience a negative abnormal stock market reaction. They argue that
this negative effect is primarily due to stereotype-based racial discrimination by investors
which leads to lower valuations for firms that appoint a Black CEO. Stereotypes are a set
of attributes that are ascribed to a group and then imputed to a single individual solely
because the individual belongs to that group (Bersoff, 1991). Stereotype-based racial discrim-
ination predicts that a significant portion of investors hold the belief that Black executives are
less capable than White executives and thus lower their perceived value of a firm that appoints
a Black executive regardless of his or her demonstrated competence. Evidence of this form of
racial discrimination within organizations has been found in research about the experiences of
Black executives (Anderson, 2011; Cornileus, 2013; Erskine et al., 2021; Thomas & Gabarro,
1999) as well as research about discrimination in employment hiring (Quillian & Midtbeen,
2021). The stereotype-based racial discrimination argument also aligns with research on
pro-White leadership bias that finds that general audiences within the United States implicitly
associate leadership qualities with Whiteness more than with other racial categories
(Giindemir et al., 2014; Petsko & Rosette, 2023). Gligor et al. (2021) also suggest two
factors that likely strengthen the negative stock market reaction to Black CEO appointment:
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tokenism and the glass cliff theory. An individual is considered a token if they are a member
of a demographic group that comprises a small percentage of the overall population (Kanter,
1977). Black CEOs are a good example of a token due to the fact that they make up less than
2% of the CEOs among Fortune’s list of the 500 largest U.S. companies by revenue
(McGlauflin, 2023). One of the consequences of tokenism, however, is that a token
member is often the target of increased stereotypical perceptions due to the low representation
from that demographic group in the general population. Thus, because Black CEOs are rel-
atively rare, they can be considered tokens and subject to strong negative stereotypical per-
ceptions. Additionally, Gligor et al. (2021) also argue that the effects outlined in the glass
cliff theory may also exacerbate the negative effects of Black CEO appointments. While orig-
inally developed in the context of female promotions (Cook & Glass, 2014; Ryan & Haslam,
2005), when applied to Black CEOs the glass cliff theory proposes that Black CEOs are
chiefly appointed when firms are performing poorly or are in crisis. As a result, the appoint-
ment of a Black CEO can be interpreted by the capital markets as a negative signal about the
future performance of the firm, leading to the firm experiencing a negative stock price reaction
when it announces that it is appointing a Black CEO. Taken together, the stereotype-based
racial discrimination combined with tokenism and glass cliff theory explanations lead
Gligor et al. (2021) to hypothesize two main effects:

HI: Firms’ stock market reactions will be more negative to the announcements of Black
CEO appointments than to announcements of White CEO appointments.

H2: Firms’ stock market reactions will be more negative to the announcements of Black
TMT appointments than to announcements of White TMT appointments.

In sharp contrast, Jeong et al. (2023), in their attempt to replicate the findings of Gligor
et al. (2021), propose the “higher bar” theory to argue why we might expect a positive
stock market reaction to Black CEO and TMT appointments. The “higher bar” theory
argues that due to the subtle form of racial discrimination, Black executives face more rigor-
ous talent standards in their careers than do their White counterparts and will therefore on
average have performed better in the past than their White counterparts. This will result in
a higher abnormal stock market reaction for firms that announce the appointment of a
Black CEO than a White CEO because the stock market will infer that the Black CEO will
achieve a higher level of performance for the appointing firm in the future. In addition,
due to the heightened evaluative rigor facing Blacks, Black senior executives who are eligible
to become a CEO will be in shorter supply than will their White counterparts, making the
appointment of a Black CEO a visible, positive and credible reputational signal to the
stock market that the firm is an equitable and inclusive organization that does not racially dis-
criminate, leading to predicted superior firm performance (Miller & del Carmen Triana,
2009). In summary, Jeong et al. (2023) argue that the appointment of a Black CEO benefi-
cially signals to the stock market that either (a) the firm’s new CEO is exceptionally well qual-
ified and/or (b) the firm values diversity, equity, and inclusion which should drive higher
future performance due, in part, to reputational benefits. Using these theoretical perspectives,
a firm that appoints a Black CEO should then be valued more, not less, highly. We state this
formally as:
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H3: Firms’ stock market reactions will be more positive to the announcements of Black
CEO appointments than to announcements of White CEO appointments.

Given the diverging theoretical implications and empirical findings of Gligor et al. (2021)
and Jeong et al. (2023), we believe there is material value in undertaking a further indepen-
dent study of the stock price reactions to Black CEO and TMT appointments in order to reas-
sess and increase our understanding of this prominent area of corporate strategy research.

Empirical analyses
Data and sample

To construct our sample, we attempted to our best ability to reproduce similar samples to
those in Gligor et al. (2021), which reported a sample of 83 Black CEOs, and Jeong et al.
(2023), which reported a sample of 57 Black CEOs. Both previous papers started with a
wide media search in LexisNexis and Factiva for all CEO announcements and then identified
Black CEOs within that set. In our approach, we began with a self-identified set of Black
executives and added to that set from additional sources. The self-identified set of Black exec-
utive appointments came from Black Enterprise Magazine’s Most Powerful Executives in
Corporate America lists from issues published in 1993, 2000, 2005, 2009, 2012 and 2017.
Established in 1970, Black Enterprise Magazine (BEM) is the most well-known and
widely circulated business personal finance magazine aimed at Black entrepreneurs, profes-
sionals, and executives. A key BEM goal is to recognize and highlight successful Black busi-
nesses and executives. In this regard, BEM’s editorial team compiles annual lists of the largest
Black-owned firms in the United States, called the BE Top 100 List. BEM has also published
books detailing the most important Black business leaders in U.S. History (Dingle, 1999).
Through this work, BEM has become a trusted resource for information about Black execu-
tive leaders, making it our main source of self-identified top Black executives. The number of
executives in the BEM list grew from 40 in 1993 to 300 in 2017. From these lists, we iden-
tified 22 Black CEOs and 101 Black top management executives across the entire observation
period. In alignment with previous research, we define TMT executives as individuals in one
of the following positions: Chief Operating Officer, Chief Financial Officer, President, or
Executive Vice-President.

We added to our initial dataset from two additional resources. The first was a list of all 130
individuals in Boardex’s Black Association Network, of which 26 we identified as Black
CEOs, bringing our dataset up to 48 Black CEOs. Second, we compared our data with the
data published in the appendix of Jeong et al. (2023), thereby identifying an additional 30
Black CEOs. Adding in these individuals brought us to a total of 78 Black CEOs. While
we also wished to include additional Black CEOs and TMTs from Gligor et al. (2021), the
authors of that study have chosen not to make their data publicly available, despite repeated
requests to do so.

For each Black CEO and TMT in our dataset, we created a unique executive/firm/position
triad that we refer to as a feasible Black executive appointment. We then searched Factiva for
the earliest announcement of each feasible Black executive appointment and if one was
found, we defined the date of the announcement as event day [0], unless the time stamp on
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the Factiva story was on or after 4:00 p.m. EST in which case event day [0] is taken to be the
next trading day. Using the hypothetical executive/firm/position triad Darryl C. Smith
appointed to be CFO of Quality Enterprises, Inc. as the example, the criteria we used in
our Factiva searching was of the form [Smith and “Quality Enterprises”], with the only
restrictions being Date Range=01/01/2000 to 12/31/2017 and Language = English. We
found an announcement for 179 feasible Black executive appointments (for CEOs and
TMT executives). Of the 179 announcements, 78 were for CEOs and 101 were for TMT exec-
utives. We coded an announcement as “clean” if it only contained information about the
Black executive’s appointment, and “confounded” if it contained firm-specific news
beyond that of his or her appointment. We found that 92 announcements were clean and
87 were confounded.

Following the standards established in previous research with regard to assessing the
stock market reaction to the announcements of the appointments of Black executives,
we also collected a matched sample of White CEOs for comparison against our sample
of Black CEOs. We started with the 57 matched White CEO announcements from
Jeong et al. (2023). To find matched White CEOs for the remaining 21 Black CEO
announcements in our dataset, we then searched Dow Jones Newswires using
RavenPack. We selected news flashes (news_type =“NEWS-FLASH”) for executive
appointments (category = “executive-appointment”) from U.S. companies (country_code
=“US”) where the executive is identified as the CEO (position_name = “Chief
Executive Officer”). We identified the CEO name and company from the event_text
field and manually searched via Google and LinkedIn to identify their gender. We
matched a row from this data to each of the 21 Black executive announcements as long
as the White CEO announcement was not already in our sample. We first matched on
gender and then on the year of the executive announcement'. For the Black CEO and
potential matches, we collected Compustat information from the most recent fiscal year,
including the fiscal year end market value of equity.

We then sorted the full set of potential matches by the absolute difference in equity
market capitalization for the firm at the most recent fiscal year end prior to the announce-
ment. We keep the observation with the smallest absolute difference in market capitaliza-
tion between the Black CEO observation and the potential match as long as the match is
not already in the matched data set and the data was available on Compustat and CRSP
had the measured needed to calculate the variables for the regression tests. We iteratively
proceeded until all Black CEOs had a corresponding matched White CEO. We also required
that all CEO and TMT appointments had sufficient data to calculate abnormal announce-
ment returns. For the observations which were missing certain financial data measures in
Compustat and CRSP for the regression tests (four observations), we set those variables
equal to the mean of the sample. Firm-level fiscal-year financial data was collected from
Compustat, stock return data from CRSP, and risk factors from the Fama & French 3
and 5 factor plus momentum data sets. To identify executive characteristics, we searched
LinkedIn and Google. Table 1 displays the descriptive statistics for the firms in our
Black/White CEO matched sample (n=156) as well as our Black TMT sample (n=
101). Full details about the Black CEOs, matched White CEOs, and Black TMT executives
in our dataset, including their titles and appointment announcement dates, are provided in
Appendix A.
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Table 1

Descriptive statistics for Black and matched White CEO and Black top management
team (TMT) executives

Black CEO White CEO Black TMT

Mean Std. dev Mean Std. dev Mean Std. dev
In market cap 7.32 2.37 7.24 2.05 9.66 1.45
In total assets 7.75 2.33 7.43 2.08 10.02 1.51
Enterprise market—to—book 1.76 1.13 1.83 1.17 1.91 1.48
% institutional ownership 36% 39% 38% 38% 21% 35%
Return on sales 7% 45% —7% 40% 9% 10%
Prior year annual return 12% 102% 25% 82% 12% 55%
RMSE 0.03 0.02 0.03 0.01 0.02 0.01
Beta 1.15 0.54 0.99 0.44 0.94 0.37
Observations 78 78 101

RMSE: root mean squared error.

Variables employed

CEO race. In alignment with previously published papers on this topic, we focused our
study on Black CEOs and Black top management executives. The executives listed in the
Black Enterprise Magazine were all coded as Black based on their inclusion in the publication.
Each individual in the Boardex listing was coded by one of the coauthors of this study as Black
or Not-Black based on a careful visual assessment of a publicly available photo. We also enlisted
a research assistant to find self-reported race information for individuals in our BoardEx sample
and located self-reported data for 24 of the 26 Black CEOs in the BoardEx dataset.

Moderator and control variables. Following Gligor et al. (2021) and Jeong et al. (2023),
in our multivariate empirical analysis, we included several control and moderator
CEO-announcement variables: CEO Age measured as the age of the at the time of appoint-
ment; Female CEO coded as 1 for all female CEO appointments and zero otherwise;
Industry Insider coded as 1 if the appointed CEO has previously worked in a different
company in the same industry; Previous Experience as CEO an indicator variable coded as
1 if the appointed CEO had any previous experience as a CEO; Former CEO Resigned, an
indicator variable coded as 1 if the previous CEO resigned; and /nside CEO, an indicator var-
iable coded as 1 if the appointed CEO was previously employed by the same company. For
economic breadth, we also included the following firm-level variables: Enterprise
market-to-book, calculated as the market value of the firm’s equity plus total liabilities
divided by total assets from the most recent fiscal year; Firm size, calculated as the natural
log value of the firm’s total assets from the most recent fiscal year end; Institutional owner-
ship percentage, calculated as the total percentage of total firm shares that are held by insti-
tutional owners; Return on sales, calculated as the net income of the firm divided by total
revenues from the most recent fiscal year and winsorized at the Ist and 99th percentiles
due to a few very large outliers.
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Following Gligor et al. (2021) and Jeong et al. (2023), we further included the following
return-related variables: The market model Befa and root mean squared error (RMSE), cal-
culated using daily returns for the year ending one month before the executive announcement.
Using the same methodology, we calculated several measures of unexpected returns: market-
adjusted returns using the daily return minus the value-weighted CRSP return index, a four-
factor model using the Fama-French three-factor plus momentum factors (FF 3 + mom), and a
six-factor model using the Fama-French five-factor plus momentum factors (FF 5+ mom).
Lastly, we created the variable Prior year annual returns, calculated as a natural log of
(1 + the 12-month return of a firm’s stock ending 30 days prior to the CEO announcement).

Empirical methods applied. For each firm and each 3-trading day event window centered
on the executive appointment announcement date [0], we calculated the 3-day [-1, +1] cumu-
lative abnormal stock returns CAR [-1,+1] as the sum of the daily abnormal returns where
each daily abnormal return is calculated as the actual observed daily return minus the
expected return from the market model or one of the alternative models. In alignment with
Gligor et al. (2021) and Jeong et al. (2023), we study the market reactions of the announce-
ment of Black CEOs, per se and as compared to the reactions to matched White CEOs, using
standard univariate event study and multivariate regression analyses. In alignment with the
approach in Gligor et al. (2021), for Black TMT executive appointments we only conducted
a standard event study and did not undertake matched-sample or multivariate regression
analyses.

Results
Market reactions to Black CEOs

Our univariate event study results begin in Table 2 panel A that reports one-sample #-tests
for the mean 3-day CAR [-1, +1] for Black and White CEO appointment announcements using
four separate measures of abnormal stock returns.” Of the 78 Black CEO announcements in the
sample, 25 were contaminated while only 14 of the 78 White CEO announcements were con-
taminated. For Black CEOs, we find a positive mean CAR [-1, +1] of between 3.3% and 4.7%
(p-values between .02 and .04) depending on the measure of abnormal returns used and
whether the announcement is clean or contaminated. The sign, magnitude, and p-value of
our results for Black CEOs support Hypothesis 3, and are consistent with Jeong et al.
(2023), who reported a large 3.1% mean CAR [-1,+1] (p-value=.07). Our results do not
support Hypothesis 1, and strongly differ from Gligor et al. (2021) who report a large
—4.3% mean CAR [-1,+1] for Black CEO appointment announcements (p-value=.01).
For our matched White CEOs, similar to the results found by Jeong et al. (2023) we
observe small mean CAR [-1, +1] of between —0.9% and 0.4% (p-values between .24 and
.59). Two-sample tests on the differences in the mean CAR [-1, +1] across our matched set
of 78 Black and White CEOs per Table 2 panel B confirm that the mean CAR [-1,+1] for
Black CEO appointment announcements is reliably larger than the mean CAR [-1,+1] for
White CEO appointment announcements (p-values between .02 and .05).

Of key importance in our paper, panel C contains the results of our analyzing two alterna-
tive measures of central tendency, the median CAR [-1,+1] and the ratio of positive to
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Table 2

Univariate tests of CAR [—1, +1] for matched sets Black and White chief executive
officer appointment announcements

Panel A: One-sample -tests for mean CAR [ —1, +1] using alternative measures of abnormal stock returns.

Black CEOs White CEOs

All n=78; clean n=53 All n=178; clean n =64

M t-stat p-value M t-stat p-value
CAR market model All announcements 3.3% 2.1 .04 —0.5% —-0.8 46
Clean announcements 4.7% 2.3 .02 0.4% 0.5 .59
CAR market-adjusted All announcements 3.3% 2.1 .04 -0.5% -0.6 .53
CAR FF 3 + mom All announcements 3.4% 2.1 .04 —0.6% —0.8 43
CAR FF 5+ mom All announcements 3.3% 2.1 .04 —0.9% -1.2 24

Panel B: Two-sample tests for differences in mean CAR [ —1, +1] between matched Black and White CEOs.

t-stat p-value
CAR market model All announcements 2.2 .03
Clean announcements 2.0 .05
CAR market-adjusted All announcements 22 .03
CAR FF 3 + mom All announcements 2.3 .03
CAR FF 5+ mom All announcements 2.4 .02

Panel C: Median CAR [-1,+1] and the proportions of positive versus negative CAR [-1, +1].

Black CEOs White CEOs
All Clean All Clean
announcements announcements announcements announcements
Median CAR [-1,+1] 1.0% 1.0% 0.0% 0.0%
Ratio of pos/neg CAR [-1,+1] 1.36 1.56 0.86 1.00
Binomial z-stat 1.36 1.47 —0.68 0.00
p-value 0.17 0.14 0.50 1.00

negative CAR [-1,+1]. We undertake this analysis because the magnitude and p-value of a
mean stock price reaction have the potential to lead to fragile and/or misleading inferences
about the central tendency of the distribution of individual CAR [-1, +1], as well as infer-
ences that support or reject the predictions of theories that underlie the phenomena being
studied (McWilliams & Siegel, 1997). We propose that for an empirical finding having to
do with stock price reactions and its associated explanatory theory to be robust, it should
be the case that multiple measures of the central tendency of the CAR [-1,+1] all yield
the same inference, particularly for a topic that is as socially prominent and relevant to aca-
demic and management audiences as the appointments of Black CEOs. What we find,
however, is that in sharp contrast to the sizes and p-values of the mean CAR [-1,+1] in
panel A, the median stock price reactions to the announcements of both Black and White
CEO appointments reported in panel C are close to zero in magnitude and have large
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p-values: 1.0% for all Black CEO announcements (p-value =.17), 1.0% for clean Black CEO
announcements (p-value =.14), 0.0% for all White CEO announcements (p-value =.50), and
0.0% for clean White CEO announcements (p-value >.99).

In Table 3 we report the results of the two approaches we take to understanding why our
mean CAR [-1,+1] results might yield different inferences from median CAR [-1,+1],
namely identifying the outliers, data points that deviate significantly from other data in the
sample (Aguinis et al., 2013) that might cause the different inferences between mean and
median CAR [-1,+1]. Gligor et al. (2021) make no mention of the presence or effects of
any outliers on their results. Jeong et al. (2023) do recognize this possibility and address
the potentially distortive effects of outliers by winsorizing the four most positive CAR [-1,
+1] in their sample at the level of the largest 1% of CAR [—1,+1]. Based on their reported
data, Jeong et al. (2023) winsorized their four most positive CAR [-1, +1] of 69.2%, 34.1%,
28.0%, and 27.9% down to 24.0%. In this winsorized sample, Jeong et al. (2023) found a
2.0% mean CAR [-1,+1] for all announcements (p-value=.09) and a 2.7% (p-value=
.01) mean CAR [-1, +1] for the winsorized sample that excluded confounding events. The
extreme CAR [—1,+1] values in the Jeong et al. (2023) sample were treated as prediction
outliers that might be affecting the parameter estimates of their model (Aguinis et al.,
2013). However, after winsorizing highly positive outliers, it did not change their inference
that the mean CAR [-1, +1] is positive.

We used two approaches to understand and manage the outliers in our CEO dataset. First,
following Jeong et al. (2023) we winsorized the most extreme values at the level of 1% of
CAR [-1,+1] on either side of the distribution. The most extreme CAR [-1,+1] for
Black CEOs are all positive: 69.9%, 52.2%, 33.1%, 28.2%, 26.5%, 25.4%, and 24.5%.
These were windsorized to 24.5%. In contrast, the most extreme CAR [—1, + 1] for White
CEOs were both negative: —42.3% and —18.9%, which we winsorized to —18.9%. Our win-
sorized results, shown in columns 1-3 of Table 3, align with Jeong et al. (2023) in that we find
a positive CAR [—1, +1] for Black CEOs, namely 2.4% (p-value =.02) for all Black CEO
appointment announcements and 3.1% (p-value=.01) for clean Black CEO appointment

Table 3

Univariate tests for matched sets of Black and White chief executive officer appointment
announcements of CAR [—1, +1] for CEOs using alternative approaches

Winsorized CARs CARs, nano-caps removed

M t-stat  p-value M t-stat  p-value
Black CEOs—all announcements (n =78) 24% 24 .02 1.5% 1.3 .19
White CEOs—all announcements (n = 78) -0.5% -0.8 46 -12% -19 .06
Black CEOs—clean announcements (n =53) 3.1% 2.8 .01 2.5% 2.7 .01
White CEO—clean announcements (n = 64) 0.4% 0.5 .59 -04% —0.6 .54
Two-sample tests—All announcements (Black 2.2 .03 2.1 .04
CEOs vs White CEOs)
Two-sample tests—Clean announcements 2.0 .05 2.6 .01

(Black CEOs vs White CEOs)
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announcements. For White CEOs, winsorizing does not materially change the small size and
high p-value of the mean CAR [-1, +1].

Our second approach to managing the outliers in our sample aligns with the argument that
outliers can contain “valuable or unexpected knowledge” (Aguinis et al., 2013, p. 275). Thus,
we analyzed the outliers to see if we could better determine the nature of these outliers for the
purpose of developing new theoretical propositions (Gibbert et al., 2021). Upon close inspec-
tion, we discovered that all the extreme positive CAR [—1,+1] outliers for Black CEOs
occurred with nano-caps, that is, firms with a market capitalization of approximately $50
million or less. This is notable because, due to a number of market factors, it is not uncommon
for short-term stock returns for nano-cap firms to move in large magnitudes as compared to
large-cap stocks (see discussion section for more details). As such, in our second approach,
we assessed the impact of Black CEO appointment on CAR [—1, +1] of our sample with all
nano-caps removed. The total number of nano-caps in the sample was 13, eight of which were
Black CEOs. Thus, the sample of Black CEO announcements for this analysis was 70 total
observations with 24 contaminated observations. The sample consists of 73 White CEO
announcements, 14 of which were contaminated announcements. Shown in columns 4-6
of Table 3, the results of deleting nano-caps are that the mean CAR [—1,+1] for all Black
CEO appointment announcements is 1.5% (p-value =.19) while the mean CAR [—1, +1]
for only clean Black CEO appointment announcements is 2.5% (p-value =.01).

Taking the results in Table 3 in their totality, we arrive at two conclusions. First, neither
winsorizing nor deleting nano-caps yields any evidence that the mean CAR [—1,+1] for
Black CEO appointment announcements is negative (e.g., that discrimination is an explana-
tory mechanism for market returns for Black CEO appointment). Second, from a statistical
point of view, three of the four mean CAR [—1,+1] in Table 3 are positive with small
p-values. We therefore conclude that our dataset fails to provide support for Hypothesis 1,
while offering partial support for Hypothesis 3. At the same time, however, we caution
that the lack of consistency in the support for the higher bar theory that undergirds
Hypothesis 3, seen in the small magnitude/high p-value median CAR [—1,+1] reported in
Table 2 and the small magnitude/high p-value mean CAR [-1,+1] for all Black CEO
appointment announcements after deleting nano-cap stocks, suggests that the higher bar
theory might apply primarily to a subset of Black CEOs that are appointed at smaller
market cap firms and not to all Black CEOs uniformly. In addition, the magnitudes of the
extreme positive CAR [—1, +1] for Black CEOs are so large as to raise the likelihood that
they are driven by factors other than those underlying the higher bar theory.

Market reactions to Black TMT executives

In Table 4 we extend our analysis beyond CEOs to measure the stock price reactions to the
announcements of Black TMTs. Gligor et al. (2021) reported a large negative —3.0% mean
CAR [-1, +1] for all announcements (p-value =.02). Moreover, while not reported by Gligor
etal. (2021), it can be inferred from the fraction of positive to negative CAR [-1, +1] that they
report that the median CAR [-1, +1] is also negative (z-statistic =—1.9, p-value =.05).

Our analysis yields no evidence to support Hypothesis 2, running counter to the results
presented in Gligor et al. (2021). For our set of Black TMTs (r=101; 62 contaminated
announcements), we find mean CAR [-1,+1] of just 0.3% (p-value=.47) for all
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Table 4
Univariate tests of CAR [—1, +1] for Black top management team (TMT) executives

Panel A: One-sample #-test for mean CAR [-1, +1].

Black TMTs
M t-stat p-value
All announcements n =101 0.3% 0.7 47
Clean announcements n =39 0.2% 0.4 .66

Panel B: Median CAR [-1, +1] and the proportions of positive versus negative CAR [-1,+1].

Black TMTs
All announcements Clean announcements
n=101 n=39
Median CAR [-1,+1] 0.0% 0.0%
Ratio of pos/neg CAR [-1,+1] 0.74 1.05
Binomial z-stat —1.49 0.16
p-value 0.14 0.87

announcements and 0.2% (p-value=.66) for announcements that exclude confounding
events. We also find no evidence of nonzero effects for median CAR [-1,+1] in that
median CAR [-1,+1] are 0.0% for all Black TMT announcements (p-value=.14) and
0.0% for clean Black TMT announcements (p-value =.87). However, we cautiously note
that the effects of racial bias and/or higher bar perceptions within the market may not be
detected for non-CEO TMT appointments since shareholder value is far more closely
linked in sign and magnitude to the actions and decisions of a firm’s CEO than any one
TMT executive (Finkelstein et al., 2008).

Multivariate analyses

We conducted a multivariate analysis of the individual mean CAR [-1, +1] to evaluate the
proposition that the magnitudes of the extremely positive CAR [—1,+1] found for Black
CEOs are so large as to raise the possibility that they are driven by factors other than those
in the higher bar theory. In particular, because the glass cliff component of the racial bias
theory proposes that Black CEOs are more likely to be appointed after poor recent firm per-
formance, we include the prior year’s annual return variable to control for this factor.

The approach we take is to first apply the multivariate structure found in Gligor et al.
(2021) and Jeong et al. (2023) to our combined set of 78 matched Black and 78 White
CEOs. Table 5 provides a correlation matrix of the control variables used in previous
papers, CAR [-1, +1] measured in alternative ways, and the firm’s prior year annual return.

Table 5 shows that the alternative measures of CAR [—1, +1] are all highly correlated (> 0.9),
and that the 1/0 binary Black CEO appointment measure, Black CEO, is positively correlated
with them. Black CEO is also positively correlated with RMSE and Beta, suggesting that the
firms which appoint Black CEOs in our sample differ from the firms that appoint White
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Table 5 (continued)

11 12 13 14 15 16 17 18
1 CAR market-adjusted
2 CAR market model
3 CAR FF 3 + mom
4 CAR FF 5+ mom
5 CAR winsorized market model
6 BE
7 RMSE
8 Beta
9 Enterprise market-to-book
10  CEO age
11 Female CEO
12 Industry insider 0.09
13 Previous experience as CEO 0.08 0.89
14 Former CEO resigned -0.01 -0.08 —0.06
15 Firm size (In total assets) 0.13 -0.08 -0.01 -0.06
16  Institutional ownership % 0.08 -0.01 -0.02 0.16 —0.06
17 Return on sales 0.06 -0.04 -0.01 -0.08 0.27  0.00
18  Inside CEO —-0.02 0.39 0.44 0.01 0.10  0.03 0.10
19  Prior year annual return -0.05 -0.06 —0.07 -0.07 0.06 0.08 -0.03 —0.05

CEOs, consistent with the argument made by Gligor et al. (2021). Consistent with the glass cliff
component of the racial bias theory, Black CEO is negatively correlated with prior year’s annual
return, indicating that firms that have experienced recent poor performance are more likely to
hire a Black CEO.

Table 6 presents the regression results. In Model 1, which is limited to the control variables
applied in both previously published papers, RMSE is the only regression coefficient with a
small p-value, indicating that firms with more volatility in their stock returns leading up to the
announcement of a new CEO see a larger increase in their stock price at the announcement
than do less volatile firms, likely because the stock market expects the new CEO to lower
the uncertainties that are creating the higher stock return volatility. However, when we
include the Black CEO indicator variable in Model 2, its estimated coefficient is 2.8%
(p-value=.11), differing from the reliably negative coefficient on Black CEO found by
Gligor et al. (2021). Lastly, in Model 3 we include the prior year’s annual return measure
and find that its estimated coefficient is negative while the estimated coefficient on Black
CEO is 2.3% (p-value=.20). Overall, the results of our multivariate analyses do not
support either Hypothesis 1 (stereotype-based discrimination) or Hypothesis 3 (higher bar).

Addressing sample selection concerns

One potential concern in our analysis is that appointing a Black CEO is not randomly
assigned in that appointments of Black CEOs may systematically differ from appointments
of White CEOs. For example, Table 6 shows that poor recent firm performance is reliably
negatively related to CAR [—1, +1]. We seek to address the potential for sample selection
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Table 6

OLS regressions predicting CAR [—1, + 1] using the Black and White
CEO-matched sample

Model 1 Model 2 Model 3
Intercept —12% —-11% —13%
(-1.6) (-1.4) (-1.7)
Black CEO 2.8% 2.3%
(1.6) (1.3)
Prior year annual return -0.03
(-2.5)
RMSE 2.30 2.15 1.88
(4.6) 4.2) 3.7)
Beta —-0.024 —-0.029 —-0.026
(-1.3) (-1.5) (-1.4)
Enterprise market-to-book 0.013 0.013 0.014
(1.6) (1.6) (1.9
CEO age 0.001 0.001 0.001
0.7) (0.5) (0.8)
Female -0.012 —-0.011 -0.014
(-0.4) (-0.4) (-0.5)
Experience industry 0.005 -0.000 0.004
0.3) (-0.0) (0.3)
Experience CEO -0.004 0.000 —0.005
(-0.3) (0.02) (-0.3)
Former CEO resigned 0.001 -0.004 -0.008
0.3) (-0.1) (-0.3)
In total assets 0.004 0.003 0.004
0.9 0.7) 0.9)
Institutional ownership % -0.010 —-0.008 -0.001
(-0.4) (-0.4) (-0.0)
Return on sales 0.003 0.000 0.001
0.1) (0.0) 0.1)
Inside CEO 0.001 0.004 0.003
0.1) (0.3) 0.2)
# observations 156 156 156
Adj. R-sq 8.8% 9.7% 12.8%

Note: t-statistics are presented below the coefficient estimates.

bias affecting our results by conducting an instrumental variable regression, a standard
method in organizational research that aims to create unbiased regression coefficient esti-
mates (Semadeni et al., 2014). We address the problem of using a binary endogenous variable
in the first stage followed by a continuous variable in the second stage (Wooldridge, 2010)
following Adams et al. (2009). Specifically, we use the three-stage approach with a probit
model in the first stage that models the determinants of Black CEO including instrumental
variables, a least squares linear regression in the second stage that regresses Black CEO on
the fitted value from the first stage and other control variables, followed by the third stage
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ordinary least squares regression that regresses CAR on the fitted Black CEO from the second
stage and control variables. As instruments we include variables that we propose may affect
the appointment of Black versus White CEOs and not the residuals in the CAR regression
(Wolfolds & Siegel, 2019). However, we caution that identifying variables that are exogenous
to the system is challenging and that we may not have successfully identified valid instru-
ments. The first instrumental variable we use is the nationality mix on the firm’s Board of
Directors, which was collected from BoardEx. Based on the finding that board demographics
affect CEO hiring decisions (Zajac & Westphal, 1996), we expect more diverse boards to
be more likely to hire a Black CEO. However, because CEOs make the day-to-day decisions
for the company, we do not expect the board nationality mix to be associated with the
announcement CAR. Next, we include whether the prior CEO resigned. We expect that
the resignation of the prior CEO will give boards more influence over the CEO’s hiring deci-
sion. Lastly, we use the firm’s industry (per one-digit Standard Industrial Classification SIC
codes) because the pool of available Black CEO candidates may differ by industry (Cook &
Glass, 2014).

Table 7 Panel A presents the results from the first stage probit model of the determinants of
Black CEOs. The three instruments are individually statistically weak with low z-values.
However, the coefficient magnitudes suggest a meaningful effect on the probability of
hiring a Black CEO. For example, for an observation with median values of all other vari-
ables, going from the lowest to the highest value of nationality mix increases the probability
of hiring a Black CEO from less than 1% to 54% and being in the industry code “2” increases
the probability of hiring a Black CEO from less than 1% to 59%. RMSE and total assets also
have a strong association with hiring a Black CEO. Panel B presents the linear regression
using the fitted Black CEO value from the second step. The test for instrument strength
rejects the weak instruments’ assumption (p-value <.01). We did not test for overidentifica-
tion because there is only a single instrumental variable in the IV regression step, thus making
the model “just-identified” and a test for overidentification is not warranted (Sargan, 1958). In
Panel B, the coefficient on Black CEO is small (—0.03, p-value =.65). Thus, and in a manner
consistent with the ordinary regression results in Table 6, applying an instrumental variables
approach also yields results that do not support Hypothesis 1 (stereotype-based discrimina-
tion) nor Hypothesis 3 (higher bar).

Discussion and conclusions

In this article, we have conducted a quasi-replication of two recent studies that present con-
flicting results about the stock market reactions to the announcements of Black CEO and
TMT appointments and make sharply different inferences about the underlying causal
drivers. On the one hand, Gligor et al. (2021) report large negative —4.3% and —3.0%
mean 3-day CAR [-1, 4+1] for Black CEOs and TMTs, from which they conclude that share-
holders can develop biased performance expectations for firms, depending on the race of their
newly appointed executives, and that their findings serve to raise further awareness regarding
the undesirable consequences associated with racial discrimination. On the other hand, Jeong
et al. (2023) find a large positive 3.1% mean CAR [-1, +1] for Black CEOs, leading them to
report their results as evidence that any racial bias in the stock market is outweighed by the
effects of the “higher bar” theory which proposes that investors may deem Black CEOs and
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Table 7

Instrumental variable regression predicting CAR [—1, +1] using the Black and White
CEO matched sample

Panel A: Probit Black CEO determinants.

Dependent variable: Black CEO

Estimated coef z value
Intercept —7.41 0.0
BoardEx nationality mix 0.90 1.2
Former CEO resigned 0.23 0.7
Industry sic “2” 5.03 0.0
Industry sic “3” 5.40 0.0
Industry sic “4” 5.25 0.0
Industry sic “5” 5.38 0.0
Industry sic “6” 5.02 0.0
Industry sic “7” 5.97 0.0
Industry sic “8” 6.53 0.0
Industry sic “9” 11.04 0.0
RMSE 16.83 2.0
Beta 0.32 1.2
Enterprise market-to-book —0.03 -0.3
In total assets 0.15 2.2
Institutional ownership % 0.02 0.1
Return on sales 0.00 0.0
# observations 156
AIC 210.8
Panel B: IV regression.
Dependent variable: CAR [—1, +1]

Estimated coef t-stat
Intercept —0.06 —1.1
Black CEO (fitted) -0.03 -0.5
RMSE 2.39 4.0
Beta -0.03 -1.3
Enterprise market-to-book 0.01 1.4
In total assets 0.00 0.7
Institutional ownership % —-0.01 -0.6
Return on Sales 0.00 0.1
# observations 156
Adj-R squared 0.07

Note: Weak instruments test #-stat = 13.2, p-value<.01.

TMTs especially talented for having outperformed to such an extent as to be appointed to the
level of CEO or TMT.

In light of the conflicting empirical results and theoretical conclusions of these two prior
studies, we conducted a quasi-replication analysis on an independently collected dataset of a
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matched sample of 78 Black and White CEOs, and 101 Black TMTs, all appointed between
2000 and 2020. In doing so, we found a positive mean CAR [-1,+1] for Black CEO
announcements, lending support to the “higher bar” theory proposed by Jeong et al.
(2023). We did not find any evidence of racial stereotype discrimination of the kind proposed
by Gligor et al. (2021). However, running counter to the negative mean CAR [-1,+1]
reported by Gligor et al. (2021) for Black TMT appointments, we found effectively zero
mean and median CAR [-1, +1] for our sample of Black TMTs.

Our analysis demonstrates a lack of robustness in the inferences made by Gligor et al.
(2021) and Jeong et al. (2023) as to the central tendency of stock price reactions to the
announcements of Black executive appointments. Indeed, based on data reported in their
studies, the median CAR [-1,+1] for Black CEOs is also not reliably different from zero
in the datasets of Gligor et al. (2021) and Jeong et al. (2023). After close inspection, we
found that all of the positive outliers in the dataset were from a small number of nano-cap
stocks. We believe that these nano-cap stocks play a key role in the size and p-value of the
mean CAR [-1,+1]. It seems unlikely, however, that these extremely positive nano-cap
stock price reactions are explained by racial discrimination or higher bar theorizing, given
the general volatility of nano-cap stocks where double and triple-digit short-term returns
are not uncommon (Eraker & Ready, 2015; Zaremba, 2015). Research on financial
markets suggests a number of factors for this volatility. Nano-caps have a high real rate of
being delisted (Macey et al., 2008), are often the target of pump-and-dump schemes (Allen
& Gale, 1992), have very low trading liquidity (Jiang et al., 2016), are not as tightly regulated
as larger cap stocks (Cumming & Johan, 2013), and present very high bid-ask spreads
because of extreme information asymmetry between managers and investors (Luft &
Levine, 2004). Any of these factors could be moderating the effect between CEO race and
stock market reaction which can serve as the inspiration for new potential future directions
of research in this area.

Finally, we found immaterial effects for Black CEOs using multivariate regression analysis
of'the individual CAR [-1, +1] in our matched Black and White CEO dataset. We also failed to
find material effects for Black CEOs when we included prior year stock performance in the
regression estimation (a control variable that was not used in previous papers). In this
regard, our multivariate regression findings are inconsistent with both the higher talent
bar and racial stereotype discrimination theories, and instead align more closely with the
conclusions of the broader research into the stock market reactions to CEO succession
events (Friedman & Singh, 1989)—namely that markets generally react negatively to strong
performing firms that appoint a new CEO, and that this effect occurs for both White and
Black CEOs.

The totality of our findings leads us to conclude that conventional mean stock price reac-
tions on their own are not robust indicators when testing theories about how markets interpret
executive leadership demographics. These theories include the idea that investors are racially
biased against Black CEOs and TMTs (Gligor et al., 2021), either per se or for glass cliff
reasons; the theory that investors believe Black CEOs exhibit exceptional attributes (Jeong
et al., 2023); and the argument that the appointment of a Black CEO a visible, positive
and credible reputational signal to the stock market that the firm is an equitable and inclusive
organization that does not racially discriminate, thereby leading to predicted superior firm
performance.
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Stock market participants place a strong significance on the importance that a CEO has
regarding the value of the firm (Quigley et al., 2017). In light of the increased dialogue in
the academic and corporate arenas around the causes and consequences of executive and
employee racial and ethnic diversity (Andrevski et al., 2014; Smulowitz et al., 2019), corporate
boards (Westphal & Milton, 2000), and how academia has investigated these topics (Roberson,
2019), the results of our paper lead us to recommend that future research in the area of Black top
executives be suitably cautious when presenting and interpreting its results. In particular, we
propose that a robust empirical analysis of the stock price reactions pertaining to announce-
ments pertaining to CEOs and their characteristics should include multiple measures of the
central tendency of the CAR [-1,+1] and demonstrate that they all yield the same inference.
This kind of approach would seem to be particularly appropriate for topics that are as socially
prominent and relevant to academic and management audiences as the appointments of Black
CEOs. Such steps seem promising avenues to pursue in the goal of achieving a greater under-
standing of how and why capital markets react to CEO demographic characteristics.
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Notes

1. By match for the event year, we mean within one year before or after the Black CEO announcement date.

2. Because our findings do not materially depend on the abnormal stock return measure used, we report the
remainder of our results using abnormal returns calculated using the market model, following Gligor et al. (2021)
and Jeong et al. (2022).

3. We assess the p-value of median CAR [-1, +1] using the binomial z-statistic that tests if the fraction of pos-
itive individual CAR [-1, +1] is different from 50%.
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