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ABSTRACT

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 CEQ'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.

Keywords: Agency problem; Minority equity holders; Boards;

Managerial ability
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%-. Cpers k&4 #

Cpers Flim F i€ 1991 & 2010 & 22,414 £ 22 & R F4L > £ - T & & R Ak

Year/cpers cpers<0 cpers>0 Total

1991 124 842 966
1992 134 893 1027
1993 157 945 1102
1994 163 981 1144
1995 171 1020 1191
1996 186 1082 1268
1997 188 1076 1264
1998 190 1067 1257
1999 195 1068 1263
2000 192 1054 1246
2001 182 1039 1221
2002 174 1026 1200
2003 169 1005 1174
2004 164 983 1147
2005 153 955 1108
2006 131 926 1057
2007 122 882 1004
2008 117 854 971
2009 102 834 936
2010 91 777 868
Total 3105 19309 22414
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o AL GZAIEL PR TEE 2 R A AR AL g Cpers 0 B4 R A ASiAT
¢ % c1CEO #v # A28 MA-Score » ¥ “F MA-Rank P E_ ¥ & B F A E£F & 27 (CE0 & 4 &7 10 2 >
R PR IEE CEOft 4 en @R CIMA R 5 A= 7 4 & 4% 8> ¢ 7 CEQO =4 (CEO_ten) ~
Bz EFF v H(IBR) ~CEO #FF & ° R (CPS) ~CEO A% L =& ¥ & (Duality) ~ B EF W ]
(BusyBoard) ~ & ¥ ¢ 8 =t (B-Size) ~ # &% ¢ R (HHD) ~ = @ =& (FirmAge) ~ = @ £ (FirnSize) -
F % ¢ 4% 6] (Ownership) 2 T ARF 5 (ROA) « D84 Bl ¢ § - i@ * chMA-Score # 1 5 > 52
= # MA-Score eh= FEds £ > 2 2 d& B MA-Score pFi¢ * o 7 5 s (Firm Efficiency) °

R T 3ok vEFE TR o] 1
AFEER [ RAPCEREARSEK

&
i
A
N
T
l’\.
o

Cpers 0.0678 0.0168 0. 2623 -10. 3430 6. 3559 22414
B.CEO it # 3Rk

MA-Score 0.0121 0.0019 0. 1369 -0. 4339 0. 5292 22414
MA-Rank 0.5895 0.6 0. 2686 0.1 1 22414
C.##l%

CEO_Ten 7.0628 5 6. 8891 0 55. 0329 18074
1BR 0.1894 0.1538 0. 1117 0 1 9919
CPS 7.0628 5 6. 8891 0 55. 0329 18074
Duality 0.1203 0 0. 3253 0 1 9919
BusyBoard 0.2313 0.2 0.1823 0 1 7750
B-Size 9.2176 9 2.4778 1 26 9919
HHI 0.2281 0.1733 0. 1829 0 1 20302
FirmAge 24.2178 20. 2658 16. 4624 0. 5863 60. 5452 22414
FirmSize 9. 0307 9. 0293 0. 7868 4.2788 11. 6285 21106
Ownership 0.0712 0.0223 0. 2156 0 14. 9550 9830
ROA 0. 0225 0. 0499 0.3173 -14.7607 24. 0920 22412
D. ## Rk

MA-Var 0.0049 0.0011 0.0123 0.0000 0.2318 19318
Firm Eff 0. 7305 0.8 0. 2327 0.1 1 22414
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2z~ & Cpers Hu fFi %

T A G R RHCH Cpers B HIE R E A E R T e H i ek o LA L e
A w £ 10% ~ 5%2 1% A F o

Variables Single Regression

/Models 1) (2) 3) 4 (6 (6) (O] (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)

\F(':arEffeCt- Yes Yes Yes Yes  Yes Yes Yes  Yes Yes Yes Yes Yes Yes Yes
'I:r:guEIIfICt- 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-R? 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
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FE e xRl A

T &G B RdcH Cpers BdpdlE R 2 A FONIRT o de r IR BGE T H B g & o 0k 0
Rk w1 & 10% ~ H%% 1% ¥ ¥ -
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-R? 0.0443 0.0444 0.0416 0.0390
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T AL A4 A% MA-Score 4t Cpers A drdlE B Z g™ > 7w fFnd s o f@
Bk R R n & 10% - 5%2 1% R F o A E A ugikdyp i SIC Ksf e A g 0 01~09 G B
thiddc ¥ > 10~14 5% > 15-17 2224 > 20-39 3 @i ¥ > 40~49 ZiEH ~ L ~ X KT o
%%1%%%%’&%Qﬁﬁgﬁ’m%7%§ﬁ~%%ﬁﬁﬁé’m%Q%Wﬁi’M@Qé
FORRSP 2 w7 .

Without Control Variable

Samples Coefficient t N
Agriculture 0. 243T%%k (2.9 80
Mine 0. 044 (1.22) 1152
Architecture 0.2738 (1.49) 253
Manufacture 0. 1761 %% (9.66) 12476
Transportation 0. 1269%xx (3.68) 1286
Wholesale 0. 2676%%k (3.55) 860
Retail 0. 15424k (3.56) 2491
Finance 0. 1649 (0.83) 125
Service 0. 2306%%x (7.09) 3587
Other —0. 3401%kx (-3.05) 104
Total 22414
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T & A A A% > MA-Score %t Cpers & iz dlE R 2 A X FRT o 4o r e F

IR SR RS

SRR kRRON Bl 4 10% ~ 5% 2 1% g&g;r:g °

With Control Variable

Samples Coefficient t N
Agriculture -0.2201 (-0.3D) 17
Mine 0. 170 (0.31) 376
Architecture 0. 2323 (0.67) 101
Manufacture 0. 1662%k% (5.82) 4319
Transportation 0. 2633k (3.50) 321
Wholesale 0. 6781 %kk% (4.13) 316
Retail 0.0731 (0.94) 762
Finance -0. 0037 (-0.00) 11
Service 0. 3407%%% (4.84) 1085
Other -0.2759 (-0. 86) 17
Total 1325

31



T4 5 CEO a4 e A MA Var ¥ Cpers adrd|# B2 g EfiFRT™ s 2 FHRFUE 4

%= ~CEO i # 8 R § Cpers i fF .32 %

RIS s o LR R e w4 10% + 5%% 1% BTF -

Variables Without Control Variable With Control Variable
/Models (D) 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-R? 0.0111 0.0386
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T % % CEO &t 4 A6 & MA_Var % Cpers &dy#1# & ~ 2 ¥ 2 CEO it 4+ MA-Score =1

BT o e FHRE R b I R R % o PELY TR R w2 10% ~ 5%% 1% AR
% o
Variables Without Control Variable With Control Variable
/Models (D) 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-R? 0.0187 0.0437
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