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This study explores the relation between the managerial ability and the agency

problems between boards and minority equity holders (later denoted as B-E agency 

problem) by employing CEO turnover data in the past 20 years. We employ Demerjian 

(2012) to estimate CEO ability and Chen, Liao, Chen (2012) to estimate the cost of B-

E agency problem.The empirical results of this study show that, CEO’s ability

significantly affects the firm’s B-E agency problem. The higher a firm's CEO's ability, 

the more serious the firm's B-E agency problem. Furthermore, we find that the 

instability in a firm's CEOs’ ability also significantly affect the firm's B-E agency 

problem.

* The author appreciate professor Hsien-hsing Liao and Tsung-kang Chen for providing the research 

idea and their co-work in the development of the thesis, including the research framework, research 

hypotheses, methodology, data, the analyses of the research results, and the final version of this thesis.
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[Insert Table 1 here]

[Insert Table 2 here] 
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[Insert Table 7 here]  
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Cpers

Cpers * ** ***
10% 5% 1% 

Variables Single Regression
/Models (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14)
Constant -0.110*** -0.162*** -0.220*** -0.057 -0.034 -0.015 -0.031 -0.076 -0.125** -0.010 -0.153*** -0.515*** -0.031 -0.090***

(-4.08) (-5.97) (-8.07) (-1.6) (-0.66) (-0.26) (-0.6) (-1.15) (-2.32) (-0.31) (-5.6) (-14.58) (-0.6) (-3.4)
MA_Score 0.1720***

(13.42)
MA_Rank 0.0907***

(13.92)
Firm Eff. 0.1507***

(20.11)
CEO_TEN 0.0002

(0.89)
IBR 0.0165

(0.7)

CPS -
0.023***

(-2.72)
DUAL -0.003

(-0.41)
BU 0.0014

(0.09)
BSIZE 0.0045***

(4.31)
HHI 0.0075

(0.7)
Fage 0.0009***

(8.74)
FSIZE 0.0429***

(17.9)
OWN -0.002

(-0.19)
ROA 0.1757***

(32.47)

Fix Effect-
Year Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

Fix Effect-
Industry Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

Observations 22414 22414 22414 18074 9919 8770 9919 7750 9919 20302 22414 21106 9830 22412
adj-R2 0.0151 0.0157 0.0248 0.0079 0.0152 0.0173 0.0152 0.0189 0.0170 0.0078 0.0105 0.0221 0.0145 0.0554

** **** ********

(11))) (1(1(12)2)2) (13)
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Variables /Models (1) (2) (3) (4)

Constant -0.3593*** -0.4083*** -0.2921 -0.3622***

(-3.79) (-4.3) (-3.04) (-3.81)

MA_Score 0.1499***

(6.45)

MA_Rank 0.0784***

(6.52)

Firm Eff 0.0800***

(4.6)

CEO_TEN 0.0000 0.0000 0.0000 0.0001

(-0.03) (0.08) (0.06) (0.18)

IBR 0.0664* 0.0626* 0.0683* 0.0774**

(1.78) (1.67) (1.82) (2.07)

CPS -0.0248** -0.0262** -0.0247** -0.0244**

(-2.29) (-2.41) (-2.28) (-2.24)

DUAL -0.0055 -0.0061 -0.0060 -0.0060

(-0.57) (-0.62) (-0.62) (-0.62)

BU -0.0317 -0.0329* -0.0412** -0.0439**

(-1.59) (-1.65) (-2.07) (-2.20)

BSIZE 0.0010 0.0007 0.0006 0.0001

(0.54) (0.38) (0.31) (0.08)

HHI 0.0010 0.0041 0.0034 -0.0014

(0.4) (0.25) (0.21) (-0.09)

Fage 0.0002 0.0002 0.0003 0.0002

(1.03) (1.01) (1.48) (0.90)

FSIZE 0.0271*** 0.0282*** 0.0142* 0.0302***

(4.17) (4.34) (1.93) (4.65)

OWN -0.0162 -0.0173 -0.0127 -0.0167

(-0.74) (-0.79) (-0.58) (-0.76)

ROA 0.1499*** 0.1507*** 0.1567*** 0.1718***

(8.46) (8.4) (8.72) (9.71)

Observations 7325 7325 7325 7325

adj-R2 0.0443 0.0444 0.0416 0.0390

(4(4( ))
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MA-Score Cpers
* ** *** 10% 5% 1% SIC 01~09

10~14 15~17 20~39 40~49
50~51 52~59 60~67 70~89 91~99

010101~0~0~00999

9111 9~9~9999
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CEO Cpers

CEO MA_Var Cpers
* ** *** 10% 5% 1% 

Variables Without Control Variable With Control Variable

/Models (1) (2)

Constant -0.1055*** -0.2214**

(-3.65) (-2.48)

MA_Var -1.0665*** -0.6856***

(-6.98) (-2.78)

CEO_TEN 0.0000

(0.03)

IBR 0.575

(1.63)

CPS -0.0206**

(-2.01)

DUAL -0.0061

(-0.67)

BU -0.0209

(-1.11)

BSIZE 0.0014

(0.81)

HHI 0.0006

(0.04)

Fage 0.0003

(1.48)

FSIZE 0.0133**

(2.17)

OWN -0.0147

(-0.71)

ROA 0.1446***

(8.57)

Fix Effect-Year Yes Yes

Fix Effect-Industry Yes Yes

Observations 19318 7236

adj-R2 0.0111 0.0386
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CEO Cpers ( MA-Score)

CEO MA_Var Cpers CEO MA-Score
* ** *** 10% 5% 1% 

Variables Without Control Variable With Control Variable

/Models (1) (2)

Constant -.0912*** -0.2195**

(-3.17) (-2.46)

MA_Var -1.1004*** -0.6759***

(-7.22) (-2.75)

MA_Score 0.1683*** 0.1365***

(12.27) (6.24)

CEO_TEN -0.0001

(-0.16)

IBR 0.0476

(1.35)

CPS -0.0210**

(-2.05)

DUAL -0.0056

(-0.62)

BU -0.0099

(-0.53)

BSIZE 0.0022

(1.28)

HHI 0.0078

(0.50)

Fage 0.0003

(1.58)

FSIZE 0.0105*

(1.71)

OWN -0.0143

(-0.70)

ROA 0.1264

(7.40)

Fix Effect-Year Yes Yes

Fix Effect-Industry Yes Yes

Observations 19318 7236

adj-R2 0.0187 0.0437

ore)
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