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Abstract

Abstract

As one of the key parts of corporate governance, top management turnover
has been one of the hottest subjects in the international financial studies for a
long time. However, such kind of research in mainland China is still few. This
paper aims to make a deeper understanding to top management turnovers,
especially the market reaction of top management turnover.

At first, the paper makes a comprehensive introduction to the research results
of financial academic field, including international and national financial
academia, and summarizes the difficulties and the direction of future research
in the field. Then, the paper analyzes the market reaction of top management
turnover in China. The author finds that on the whole the market has an
insignificantly negative reaction to the top management changes. Specifically,
the market reaction to top management turnover in small firms and normal top
management changes is significantly negative, while to forced top
management turnover, the reaction is significantly positive, and there is no
significant market reaction to top management turnover caused by other
factors and interactions of them. In the specific field of CFO turnover, CFO
turnover is preceded by an insignificant increase in the operating return in the
pre-period, while followed an improvement in the operating return after the
turnover; announcements of CFO turnover are associated with an insignificant
stock price reaction generally.

Characteristics of this paper are stated as follows. First, it enlarges the scope
of top management from CEO, chairman and president to other positions such
as vice chairman, vice president, CFO etc. Secondly, the paper classifies the
announcement of administrative changes into three Kkinds, i.e. two-way
turnover, departure and promotion of top management. Thirdly, this paper
excludes those samples that multiple officers change simultaneously and only
examine the turnovers involved with only one manager. Fourthly, the paper
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broadens those traditional-examined factors influencing the market reaction to
more factors such as the source of successor, the dismissal reason etc. Fifthly,
this paper uses the standard method of international research to calculate the
abnormal return to reflect the market reaction, different from those made
before in China. Finally, the paper uses the industry-adjusted performance,
other than the market-adjusted performance that is usually used by former
relevant research in China, to reflect the firm performance.

Key words: Top management turnover; Corporate governance; Market
reaction; Chief financial officer
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