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(E D 7I=8A4=

& A7) FE2 1987dRE 20019 Alold] FAARL D Zadd A4 S2E0) 9= TEY9E ANF 7des FAR 9
o A& oz 2 UM A A o] (Earnings Before Interest and Taxes:EBIT)S 71% 2d&Al2 e gtolth Az
FARFAEL AT AEoIN T3 ARl 23S sl AdElanh Ak galol BT AR oM AdE
ANFAEE A Polok. HuAYA aAgule AR A9t SR A4 g AR 0 19) g s 2
LAY ¥ 09 & et B gL FRAE FaRte s U vEe At URF ARLL ARETAY gFF 2 B

FRA9 Agoz ERad s)ATARA

o =1

e 58718, T, YA AR Pz IRHAch ARAFANAEL 23¢lo

248 AREL ook AdTiolE 300 ALY B 19 &S Askn, WA 1 09 R Heh 300 AEe o 2

BAAAD7} LR At A &3k HER PAH Ut Huda
grjgict afAdaRe AR HuiFFel A A3 S@A0 Ao

Hd A HAEE

b X0 P
LS I G-

HuAdYAzA
1o}, AERBIe 234 4 Afoldh

A~
& 2

8 7Rk

by 5 Tes Ha HEMI AR Q1 Z2tat Q3 = O gt
Ap ol 8 9982 0.073 0.122 -0.988 0.037 0.072 0.110 0.989
MAXHRARAS 9985 0.000 0.121 -0.996 -0.035 -0.003 0.033 0.996
FIPNESLTE- B3 9880 -0.018 0.132 -0.990 -0.042 -0.007 0.018 0.977
A DA AR @A o) 10036 0.180 0.384 0.000 0.000 0.000 0.000 1.000
2y 8 9950 0.640 0.228 0.003 0.506 0.649 0.761 1.974
33 X E8(%) 9999  30.447 18.512 0.000 17.500 28.400 41.600 100.000
I HEXR X B E(%) 10036 12.165 13.162 0.000 1.200 7.900 19.200 91.100
Q2o EXIA}L X 2 8(%) 10036 4.163 10.064 0.000 0.000 0.100 3.600 100.000
A of 10036 0.167 0.373 0.000 0.000 0.000 0.000 1.000
ADHAARZHHS 5254 3.38 2.87 1 1 2 4 17
A D24 o Xpod 9967 55.8 10.7 25 49 55 62 89
Wd B. BEAYARL
il Egs B HE#X H At Q1 =2t Q3 Z| U gt
A & 3299 0.062 0.145 -0.988 0.026 0.065 0.105 0.988
AAxZH XA T 3303 -0.006 0.149 -0.996 -0.045 -0.009 0.033 0.996
ApAb==01 5§ X}0| 3235 -0.022 0.164 -0.949 -0.048 -0.007 0.019 0.975
X DAAX WA 40| 3261 0.682 0.275 0.003 0.525 0.675 0.797 1.974
28 3261 0.682 0.275 0.003 0.525 0.675 0.797 1.974
HEE XNEE(%) 3307 28.348 19.375 0.000 13.500 25.800 39.500 100.000
JIMEXX X EE8(%) 3323 12.304 14.236 0.000 0.900 7.300 19.200 88.900
RAIAAF XA} X E8(%) 3323 4.365 10.440 0.000 0.000 0.000 3.200 100.000
X 2 o o| 3323 0.298 0.458 0.000 0.000 0.000 1.000 1.000
EHPAAXNZ2EH A5, 2218 2,42 2.08 1 1 2 3 17
EnE L RsE 3270 55.0 8.5 27 51 55 59 88
Ad C. AFAGAEE
B = EET g HEEX E A gt Q1 =2tat Q3 EES
A AP0 B 6683 0.078 0.109 -0.986 0.042 0.074 0.113 0.989
A A KA OB 6682 0.002 0.104 -0.899 -0.031 -0.001 0.033 0.918
X} Ab 20 8 X} 0| 6645 -0.016 0.113 -0.990 -0.039 -0.007 0.018 0.977
A DAAKRDH O] 6713 0.114 0.317 0.000 0.000 0.000 0.000 1.000
2o 8 6689 0.620 0.197 0.011 0.499 0.636 0.746 1.919
HFEF X88(%) 6692 31.484 17.982 0.000 19.600 29.500 42.300 100.000
I BHERR X2 (%) 6713 12.096 12.598 0.000 1.400 8.200 19.200 91.100
QB EXIA} X2 (%) 6713 4.063 9.872 0.000 0.000 0.100 3.700 100.000
WIEREE] 6713 0.102 0.303 0.000 0.000 0.000 0.000 1.000
DA EAS 3036 4.08 3.15 1 2 3 6 17
£ DA o Xpoi 6697 56.1 11.6 25 48 55 64 89
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A HuAYA AL Adxe HnAdAt ddxe HuAgAe d2 Aol Fgoln wlwA 71gL YUY Aol
oz} B WolX A7t A o]2(Earnings Before Interest and Taxes EBIT)& 71 AMIFAIZ Uir goldh, A2%
Al o] BEAY ANgelEe] FUE Aslel A4kl Altdgalele FERE Apel oA dd:
AR B A7 golth £AdnE s o] &9 A 19 3T Hdlw, o) old A¥ 09 ;T Ao A%EHYnle
D)9} A7)e] AP Eo] BT L9 A% 19 e s, ¥ e Fo] ohd A% 09 #E I FApES FEAE FA
Aoz e vg2 At dFF AEge AGRaMe FEF19 2 EFBAD AR AT NARAAANEE B
7% 2@}, BAAL A 2e) oz 2Rsgct FAEAAA L 920l £/F AL &S ouigich AEdv]= 300 AE
7149 AL 19 FL Astn, vz 71ge 09 e Hach 300 AL v FYAYALE S HHe garidIddd g3t
19E2 A itk HnAdA 24A5E FajddAas 94 28 /120 ou)gth Student t-test®] t-#E BT Aol
o EAR §A<& YR, Wilcoxon test z-3te 73t Aol AR Fo S vehig,

A A AAEE

HAA9K s wA Y ADAAXN ud Il o Aol 3 7tk & 0]
o =4 B3 =g mEs EENE 1 -2t 72
A2 B 8188 0.079 0.073 1794 0.048 0.061 -9.54 8.38
MAZTHIGMTAE 8190 0.004 -0.001 1795 -0.021 -0.011 -7.48 6.98
At AL B R} O] 8111 -0.017 -0.007 1769 -0.022 -0.008 -1.29 1.30
& Al rf of 8227 0.112 0.000 1809 0.207 0.000 -9.04 -8.39
o % & 4o 8227 0.040 0.000 1809 0.090 0.00¢C 8.85 -7.03
Bl 8 8169 0.631 0.641 1781 0.684 0.677 7.54 -8.00
HFEF XNEE(%) 8198 30.79 28.80 1801 28.89 26.90 -4.53 3.83
NN EXX XEB(%) 8227 12.26 8.10 1809 11.75 7.10 -2.55 1.45
AZAEKXNKX X 2E(%) 8227 4.23 0.10 1809 3.86 0.10 -1.42 1.44
X H o 8227 0.158 0.000 1809 0.208 0.000 516 -4.82
HIAAXN2HAF 4029 3.63 3 1225 2.56 2 -13.20 13.36
X0 2AAXAA 8206 55.6 55 1761 56.5 56 3.64 -3.13
g B, ARAGARE

Aozax oux 7y oSN o @ A0 = 2F &t At 0]
B e TE=x BZ Elul| EEx Bn =g -2t PR
a9 & 2262 0.069 0.067 1037 0.049 0.060 3.60 -3.65
MAXTHIGASAUAE 2265 0.000 -0.007 1038 -0.018 -0.011 3.29 -3.03
XL &4 9 B X} o] 2213 -0.026 -0.007 1022 -0.014 -0.007 -1.90 1.22
& Ao 2276 0.152 0.000 1047 0.215 0.000 -4.26 4.46
of & & Al [{ g} 2276 0.067 0.000 1047 0.099 0.000 -3.02 3.22
21w 8 2237 0.667 0.665 1024 0.715 0.696 -4 .55 4.42
WEE X2 (%) 2264 28.43 25.90 1043 28.18 25.50 0.33 -0.80
JHEXNX XNEB(%) 2276 12.47 7.50 1047 11.95 6.90 0.96 -1.29
2O EXX X EB(%) 2276 4.61 0.10 1047 3.84 0.00 2.07 -1.32
X ol 2276 0.312 0.000 1047 0.267 0.000 2.68 -2.63
HZEIEAXZTH5H e 1438 2.57 2 780 2.14 1 5.01 -5.43
X pAAXodH 2262 54.7 55 1008 55.5 56 -2.47 3.01
Hd C. 28749 AFE

oS X o A g Hoaax oA g W A AL 0l__= 2t 2t A O]
o 2% Ep g gE=s Bz  =zia tat z-2
PRS- =Ti = | 5926 0.082 0.075 757 0.047 0.062 6.82 -7.44
A x XM XA QB 5925 0.006 0.000 757 -0.025 -0.010 6.11 -5.96
X} A% 0 8 %O 5898 -0.014 -0.006 747  -0.033 -0.010 3.68 -2.67
& Al of 5951 0.096 0.000 762 0.196 0.000 -6.68 8.34
of & 2 Al ¢f o 5951 0.030 0.000 762 0.077 0.000 -4.76 6.65
2 iy 8 5932 0.617 0.634 757 0.643 0.6586 -2.97 2.63
tHEZF XES (%) 5934 31.69 29.60 758 29.87 28.20 2.64 -2.51
JNWNAEXNX XNNEE(%) 5951 12.18 8.30 762 11.47 7.45 1.47 -1.69
A ZOERK X B (%) 5951 4.08 0.10 762 3.90 0.10 0.49 -0.09
X o of 5951 0.098 0.000 762 0.126 0.000 -2.15 2.33
oG RN2E5ASF 2591 4.22 3 445 3.29 2 6.29 -6.80
3 A oA X}?_iiig 5844 55.9 55 753 57.7 57 -3.74 3.74
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AALE R IS
Tna9A Huden L. o | IRZ9N AAAGA ..o | H2ZIN HAZIA oo
4= s ol mA e CYE lwpy e maole NS uioa sle ma e PHYIE
1987 250 44 0.150 85 36 0.298 165 8 0.046
1988 312 50 0.138 86 37 0.301 226 13 0.054
1989 422 65 0.133 105 48 0.314 317 17 0.051
1990 435 73 0.144 111 47 0.297 324 26 0.074
1991 428 65 0.132 111 42 0.275 317 23 0.068
1992 504 96 0.160 110 45 0.290 394 51 0.115
1993 453 81 0.152 114 41 0.265 339 40 0.106
1994 441 85 0.162 122 54 0.307 319 31 0.089
1995 442 92 0.172 130 54 0.293 312 38 0.109
1996 442 135 0.234 112 83 0.426 330 52 0.136
1997 577 237 0.291 143 145 0.503 434 92 0.175
1998 650 153 0.191 160 84 0.344 490 69 0.123
1999 793 183 0.188 188 85 0.311 605 98 0.139
2000 978 213 0.179 243 101 0.294 735 112 0.132
2001 1100 237 0.177 456 145 0.241 644 92 0.125
E) 8227 1809 0.180 2276 1047 0.315 5951 762 0.114
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27} HaAdARALEY BAE 9% 2AY  IFERS) Be HRAYA FuPE Beal
Anolty, Y o)A AYZAALEAEY FA  ARAAY AS wAE/duT A RAGA A
A7t EARCR f9% &9 g Uehdth of DAY B o] Atk AU AXeA i
£ 5249 BN vmstel A9ATE 21 Aol 28 2& AAAES AN5ABHl
GLHE AR DATE] AL dn  2RF HARHIL RSBl P A
Bt ARAQACEE BARCE fo@ o AFEAM AUE ANEAES ARE fholth
g woled, ot WEAUY A% TALE A4 Bl IARASE EAHCE 9B
of £8% oujaty. BaAuIge HAASE B4 29 & Holn, ol AR sk A
How o3 %9 e Holn, ok ARA B Fo| AW AnAYA @A o] IS
Aol AAA5E AnAdATA FBol FAFE  guigd
Jeid o] AR tuedel B g A4 2Y 3% 23 4% do| AnAIA
3

o Hudd
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>

ok £ oK

e

o oy rx
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o
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(% b) 3341}, MEFSA, 727 |gRdo] HnFSNnAo| ajkjs FS=Y
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HMEAE e (X 42 F2 AR 2t dxo HaZdzadd dg ANZAR 4TS 54 317] 39, d=guE e
oy dAxynlg AAAFE RodA ¥kt 23 ¢t e FAATY BAA f949E JYehlle t-&elth 943A a, b, ce A%
1%. 5%. 10% =449 SAR #94% vehdot

231 2% 2 Ty 3 BE4 535

SIHAS  t-at B4 t-at S| HA ek SIHA S gt B|IAAS  t-gt

ARIEHRAOE -1.415 @ (6.01) 0.885 2 (-3.01)
A= ERI0| 0481 ° (222)
&altio| 0523 2 (6.77)
ZAID| 0494 ® (4.32)
HM2HEX Co| 1269 @ (2160) | 1.288 2 (21.80) | 1253 @ (21.35) | 1263 @ (2153) | 0.981 2 (12.88)
A co| 0049 (065) | 0039 (052 | 0021 (028) | 0029 (0.38) | 0.159 ¢ (-1.79)
iy |8 0.465 2 (3.86) 0540 2 (4.28) | 0405 2 (3.39) 0397 2 (328) | 0.19% (1.38)
UEFxeg 0002 (-1.03) | 0003 ¢ (-1.86) | -0002 (-1.36) | -0.003 ¢ (-1.78) | 0003 (-1.49)
I MEXK X2 0.000 (0.05) | 0.001 (040) [ 0000 (0.04) | 0001 (0.34) | 0002 (052
QU= EXAL X2 S 0005 (-160) | 0006 ° (-1.99) | 0005 (-1.59) | 0.005 ¢ (-1.79) | 0.003 (067)
ZDBYR oI 0.012 @ (4.33) 0014 ® (484) | 0013 ° (4.83) 0.013 # (4.70) 0.016 & (4.27)
ENAGR AL 0.127 @ (-7.98)
Pseudo R-square 0.0829 0.0804 0.0838 0.0809 0.0823
RS 9813 9716 9849 9849 5140
302 AT H34A HM1% 20054 2%
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AAZA IR E, AdFAEA o], £A4YR d&EHYn 5oz S AdrAEL
2 ol At A o)Y(Earnings Before Interest and Taxes EBIT)E 712 ARMEAZ Ui #og Adzpzaedge
FAEAN T2 g8 FUE AEla At aAREAEAjols P AdEd g AYE AdedES

ol &}

A

Az

@ golth, £4uvlE A5G0 29 A% 19 &E A3, $o] OB AT 09 & Ak ASEAUo)E Drlst W19l A

Folgo] ZF £ A% 19 #& #dtn, ¢ e Fo] okd B+ 09 #E Yo AE

BAdre 1397t AT &

FRAQ o] obd (HMEAYR) A% 19 & FAstn, HAIA} AuFFolAY drre SFuAd (2fFENE B
09 22 A Agoime 300 ArI9Y A 19 #& Hsta, voiAl 7142 09 ge Herh 300 AL ol AR

A3} BEE dFRIADe Sk AIGER FHS) Utk PSS FRAE FAues
54a719 AReR 24U NATAAALE T
9% a5 ALHES gt IARRo| 7 dEe] AAIR@A e AN I

AEgo AR Ao PiFEZE1el 2

233500 ATATAAA L

FoaleR Aol dFF
14, SUHA, ZBHA AL Foz

2 B4 3] 99, ARCRIE Fladon, dEdule AAAFE KuaA gsit. 23 99 ke HAASe AR fo4S
Uehlhe t-@tolth. S84 a, b. o A7 1%, 5%, 10% F5olel BAH fol4E vepdc

XK o8 2 D583 2584
EEEEIES EREEINES EEEENER SlAA S t-g

M =AM E -1.805 & (-5.47)
Akl g ROl -0.839 2 (-2.78)
£ Alr{o| 0.229 ° (2.23)
o &2 Alrqnf 0.346 © (2.12)
MAZHAMEUE x HEY G A O] 0.410 (0.89)
Aatpod gxtol x M2 PAHO| 0.317  (0.78)
2400 x M 2H AR o| 0.828 2 (6.29)
ALaAMGo| x M 2H YK o] 0.571 3 (2.73)
X o) 0.351 ? (4.92) 0.370 ® (5.17) 0.355 @ (4.94) 0.369 2 (5.17)
R ETE=3 0.763 ? (6.39) 0.872 @ (7.00) 0.630 # (5.27) 0.648 2 (5.39)
GEFE X2 -0.003 ¢ (-1.86) [ -0.004 # (-2.72) { -0.003 ® (-2.00) | -0.004 ® (2.55)
HEUEAA X 28 -0.002 (-0.68) | -0.003 (-1.15) | -0.001 (-0.55) | -0.002 (0.99)
QR FERX X2 & -0.005 ¢ (-1.66) | -0.006 ®* (-2.05) | -0.004 (-1.50) | -0.005 ¢ (1.78)
HDHHA AH 0.007 @ (2.89) 0.009 2 (3.50) 0.010 @ (3.67) 0.009 @ (3.39)
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An Analysis of the Determinants of CEO Turnover:
Firm Performance, Professional CEO, and Business Group

Hyun-Han Shin* - James Jinho Chang*

Abstract

Replacing poorly performing CEOs is one of the most important decisions that the board of
directors and major shareholders can make, and this paper examines the determinants of
CEO turnover, which includes firm performance, professional CEO and conglomerate. We
use KISLINE, a database maintained by Korea Investors Service, Inc., to gather information
on the top management team, in relation to the largest shareholder, ownership structure, and
financial statements of firms listed in the Korea Stock Exchange. Our sample is composed of
companies listed in the Korea Stock Exchange between 1993 and 2002, excluding financial
institutions.

Consistent with the previous findings for western firms, we also find using CEO turnover
sample of Korean firms that poorly performing firm's CEOs are more likely to be replaced.
We measure the performance with industry adjusted ROA, negative ROA dummy, and
consecutive negative ROA dummy and we find that the results are qualitatively the same
regardless of the definition of firm performance. The findings imply that the Korean firms
also have a discipline to replace poorly performing CEOs.

Next we examine whether there is a relation between the CEO turnover and the CEO’s
relation to the largest shareholder. The existing literature reports that the CEO turnover in
relation to firm performance is less likely when the ownership of the CEO is high
(McEachern 1975: Salancik and Pfeffer 1980: Denis, Denis and Sarin 1997). More
specifically, Salancik and Pfeffer (1980) report that the CEO turnover is not sensitive to the
firm performance when the insider ownership is high. It is because when insider ownership is
high, the disciplinary effect of external capital markets on the monitoring of CEO performance

* Assistant Professor, School of Business, Yonsei University.
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is less. Consistent with the argument, Weston (1979) also reports that firms with insider
ownership of 30% or more are never acquired.

We find that owner CEOs are less likely to be replaced than professional CEOs even
though their firm performance is relatively poor. We define owner CEO as CEO identified as
the largest shareholder, his/her son, daughter, cousin, uncle, etc.

Next we examine the effect of business group affiliation on the CEO turnover. A business
group is an organizational form that is ubiquitous in most emerging markets (Khanna and
Palepu 1997). In imperfect emerging markets, a business group is an efficient economic
organization which minimizes transaction costs through internal markets. In a business
environment where economic infrastructures, such as external markets, are underdeveloped,
internal markets in business groups can substituteor complement imperfect external
markets. By efficiently distributing scarce resources among affiliated firms within the same
business group, and by decreasing transaction costs between suppliers and purchasers
through vertical integration, diversified business groups can help their affiliated firms
overcome market imperfection (Leff 1987 Chang and Choi 1998 Hoshi, Kashyap, and
Scharfstein 1991 Khanna and Palepu 2000).

In emerging markets, business groups play an intermediary role in the market for labor.
In many emerging markets, rigid labor laws make it difficult to hire and fire employees,
hampering labor mobility, whereas a business group provides an internal labor market which
facilitates labor mobility (Khanna and Palepu 2000). Labor resource allocation within a
business group is performed by group headquarters. One of the primary roles of these staff
members is the monitoring and evaluation of the performance of top executives of affiliated
firms. The compensation and turnover decisions on every senior executive position in the
Samsung group of affiliated firms are made by these staff members. Thus, group
headquarters plays the role of the board of directors, monitoring and disciplining top
management of group affiliated firms.

We find that the CEO turnover of business groupfirms is not more sensitive to firm
performance than that of non-group firms, which is inconsistent with the argument that

business group headquarter plays the role of board of directors.

Key words: CEO turnover, business group, owner CEO.
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