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Does Bad Bidder Fired after Acquisition?

Testing the Efficiency of Corporate Governance in Chinese Listed Companies
WU Chaopeng YE Xiao§ie WU Shi-nong
( School of Management of Xiamen University Xiamen Fujian 361005 China)

Abstract: In this paper we examine the efficiency of corporate governance by testing CEOs” turnover after bad
bids. We find that: one third of CEOs of acquiring firms are replaced within 3 years including 28% by internal
governance 6% by takeovers; (2) A significant inverse relation exists between bidder returns and the likelihood of
CEO turnover; (3) This inverse relation is stronger for private-owned enterprises while weaker for state-owned en—
terprises. This is consistent with the fact that CEOs of private-owned enterprises is more disciplined by market for
corporate control.

Key Words: acquisition performance; CEO turnover; corporate governance
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