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Chapter 1:  Introduction.
In the Netherlands, only limited research has been done into the reasons of top manager dismissal. This research focuses on top management dismissal and the relationship with the performance of listed companies in the Netherlands. The study compares the main findings of the research of Kaplan (1994, 1997) with the situation in the Netherlands. The research shows that Dutch top managers are generally younger than their colleagues in other countries and besides that, small company perform the worse of all companies in the Netherlands. The most important finding of the research is that manager turnover in the Netherlands is related to the performance of the companies at the same degree, as it is related in countries like Japan or the United States of America. 

This study provides an overview of corporate governance developments in the world and the Netherlands in particular. It tries to discover the different relationships between manager turnover and performance of Dutch listed companies. The data collection was meanly based on manually searches within annual reports and databases; this could be the reason why nobody else has done this research before. Besides that, much of the data is only available recently, which made it impossible to do this research earlier. The study specifically tried to answer the question whether manager turnover in the Netherlands is related to different performance standards. By conducting this research, additional value is added to previous studies that specifically focused on countries like Japan, Germany and the United States of America. An important part of the research focuses on the comparison with researches of Kaplan (1994, 1997). According to Kaplan there are no significant differences in the relationship between performance and turnover rates under top managers in countries like Japan and the United States of America. He concluded that turnover-performance relations are economically and statically similar: Turnover is negatively related to stock, sales and earnings performance in both countries. According to Kaplan economically differences would not influence the relationship between manager turnover and the performance of a company. This research will try to extend the research of Kaplan, with information about the relationship between manager turnover and the performance of Dutch companies. 
The research question that has been examined can be described as follows: 

Is it true that turnover-performance relations are economically and statically similar, and can this be proven by examining Dutch manager turnover? This would mean that in the Netherlands turnover is negatively related to stock, sales and earnings performance.

In addition, some sub-questions have been examined, which highlighted the differences in corporate governance structures among the countries surveyed. Also other characteristics of top managers, like age and tenure, have been compared to earlier research done by Kaplan and other researches like Lausten (2003) and Gibson (2003).  For the study has been made use of all listed companies in the Netherlands and its managers. In addition, this research broadened the scope of the research of Kaplan because in this research a distinction is made between managers of large companies and managers of smaller companies.  Beside that also a distinction is made between CFOs and CEOs and other regular top managers. This distinction has not been made in earlier researches. 
The research has been done for the period 2003-2007 and examines the relationship between various performance measures such as, stock returns, sales growth and pre tax income, and manager turnover among Dutch top managers. In addition to Kaplan's research this research will also consider other performance criteria such as the current ratio, debt ratio and earnings / assets ratios. The ratios are usually obtained from databases, however, for certain ratios it was necessary to calculate them using the available data. For the research is made use of various characteristics of all 1253 top managers of listed companies within the dataset. The results show a clear picture of the tenures and ages of the Dutch top managers and show the possible reasons for manager turnover in the Netherlands. 
The study shows that Kaplan's theory also works for Dutch top managers. It appears that in both Dutch stock, sales and earnings measures negative relationships exist with manager turnover. Significant results have been found for the dismissal of top managers and the level of performance of the company. It seems that Dutch CEOs are judged primarily on stock returns, while CFOs dismissal is significant related to sales performance. The study thus underpins the argument that despite differences in corporate governance structures, a similar relationship exists between performance measures and manager turnover in the Netherlands. It thus extends the study of Kaplan with an internationally oriented country like the Netherlands, which is very different from countries like Japan and the United States of America. In addition, the study gives a clear picture of the likeliness of Dutch top manager dismissal, an image that never been found in other researches about top managers dismissal in the Netherlands.
The research is structured as follows; Chapter 2 provides an overview of the problems of corporate governance and the developments that have been occurred in this field. It describes various international corporate governance structures and in the second part gives an overview into the historical developments of corporate governance in the Netherlands. Chapter 3 provides a detailed picture of international research that has already been done in terms of corporate governance and the relationship between manager turnover and performance in particular. This chapter describes the various performance measures that can be used in research and links them in an international perspective on manager turnover. Chapter 4 presents the results of the empirical study of manager turnover in the Netherlands again. It describes how research is conducted and describes the main results of empirical research. In Chapter 5, the research is finalized with a summary of the key conclusions from the study

Chapter 2: Corporate Governance in the Netherlands.

This chapter deals with corporate governance in general and the history of corporate governance in the Netherlands in particular. Chapter 2.1 deals with the history of corporate governance and focuses on the definition of corporate governance. Chapter 2.2 is a detailed description of the developments in the field of corporate governance in the Netherlands.
2.1 Corporate governance.

Corporate governance in general

Corporate governance is a relatively new concept, which was introduced only a few decades ago. Corporate governance deals with potential problems when ownership and control of a company are separated, or as Denis and McConnell (2003) described in their research it is one way how entrepreneurs, shareholders and managers minimize loss of value that results from the separation of ownership and control.
Separating ownership and control is a frequently used method to optimize managerial capabilities and financial capital. Companies can benefit from their present size and management talents, from which they can earn investments back quickly. Capital holders are not always good managers and do not get an optimal return on their money. If they invest in a well organized company, capital holders could get higher returns on their investments. In addition to these benefits, it is also possible to divide property without affecting the operation of the business.

The concept ‘Corporate Governance’ is relatively new, but the problems which corporate governance tries to solve, already exist for many years. Adam Smith already wrote about it in 1776 when he mentioned possible problems with separating the ownership and control of a company. He though that this could lead to potential conflicts of interest between owners and controllers of the company.
The combination of the words ‘Corporate’ and ‘Governance’ made his entrance in the end of the 21st century. Frentrop (2002) noted that these words have never been used together before 1977 and that the term ‘Corporate Governance” was mostly used by lawyers in the period 1980 until 1995. In the 70’s a broad discussion about corporate governance started within the United States which resulted in the first “corporate governance project” of the American Law Institute. In 1994 this project resulted in the “Principals of Corporate Governance” a document which, according to Frentrop (2002), examines the duties and responsibilities of directors and officers of business corporations, to both the corporations and their shareholders. The term became really famous in the end of ’90 when stock markets went down and debacles and scandals, like Enron and Ahold, developed at a rapid rate. 
Shleifer and Vishny (1997) were the first persons who described a ‘clear’ definition for Corporate Governance; “Corporate Governance deals with the ways in which suppliers of finance to corporations assure themselves of getting a return on their investment”. In recent decades many scientists have written about the definition of corporate governance and virtually all scientists are always using different definitions. Some scientists approach corporate governance from the perspective of shareholders, some from the perspective of the businesses and others also trying to focus on the responsibilities of the stakeholders.

For example Denis and McConell (2003) wrote down the following definition: “We define corporate governance as the set of mechanisms, both institutional and market based, that induce the self interested controllers of a company to make decisions that maximize the value of the company to its owners” and Smerdon (2004) finds a slightly different definition of Corporate Governance “Corporate Governance is the system by which companies are directed and controlled”.

According to Gompers (2001) we can describe three mechanisms of discipline in order to get good corporate governance structures: 
· Protection by law of minority shareholders, including voting rights.

· The introduction of monitors to top management.
· An active market for corporate control (take-over market).

A forth and a fifth mechanism of discipline described by Gompers (2001) are the payment rates of the top management and the labor market for the top management, but as they found out later these mechanisms did not lead to better corporate governance mechanisms around the world.

In general, corporate governance deals with a two sided problem, first of all it looks to internal organizational problems and tries to find solutions to organize the organization in a better and more effective way. On the other hand it tries to solve, the so-called principal – agent problems, where the principal is the shareholder and the managers are the agents of the principals. 

Principal – agent theory

Within the principal – agent theory the principal wants the agents to maximize firm value, but the agent may have other interests like growth instead of maximum firm value or even worse, personal profit instead of firm value. If agents do not attempt to maximize firm value or if principals are making costs to monitor agents or influence their actions, agency costs will occur. The principal - agent problems may arise in situations with asymmetric information. These situations can occur in many places, not only between shareholders and managers of a company, but also for example between top management and ‘normal’ employees of a company.
Situations with asymmetric information occur when one of the two parties, the buyer or the seller, has more or better information than the other party. An example of asymmetric information is adverse selection. Situations of adverse selection arise when negative results occur through asymmetric information between buyers and sellers. A good example of adverse selection is whether people take insurance or not. If an insurance company sets an equal premium for everyone, only people who expect to claim more than the total premium they have to pay will take the insurance. In this case the insured people are more likely to claim than the uninsured people; the insurance company will make a loss on the insurance and has to ask a higher premium. This higher premium will result in fewer customers, which will result in an even worse distribution of insured/uninsured customers. Ng, Verrecchia and Weber (2007) found a relationship between poor performance and adverse selection. They conclude that companies that experience poor performance in terms of revenues or profits have a greater chance of adverse selection. I.e. poor results may lead to more adverse selection, which could result in further deterioration of the financial results of the company. This effect acts as early as the company publishes the negative news. It is likely that the reason is that good customers will leave the company and the bad customers will stay with the company because the still pay a fair price. The problem of asymmetric information can be prevented or reduced, if one of the two parties sends a ‘signal’ to the other party. 
‘Signaling’ was first mentioned by Spence (1973), in his research he tried to find out the differences between ‘good’ and ‘bad’ employees, because hiring a new employee could be seen as ‘an investment decision under uncertainty’. In his research he concludes that education will not increase productivity but could help to find out if an employee is ‘good’ (hardworking) employee or not. Another example of signaling are loans given to people who want to start an own company. Banks will mostly ask the client to also invest own money in the project. In this way they get a ‘signal’ that the project might be successful or at least has more potential than other projects.

Corporate governance deals with this kind of ‘signaling’ problems, but also with other internal and external governance mechanisms. Earlier we mentioned Gompers (2001) which introduced several corporate governance discipline mechanisms. There is a difference between internal and external corporate governance mechanisms. Internal corporate governance mechanisms mainly refer to the internal audit and control functions within companies itself. External corporate governance mechanisms are primarily focused on the market as a whole and not specific to the company in particular. In case of internal corporate governance mechanisms, subjects like the shareholders meeting, the board of directors, the work of operating executives and different payment structures have been studied. External corporate governance techniques examine researches about ownership structures, the capital market, the takeover market, legislation and the labor market.

Internal corporate governance mechanisms
One of the most discussed and important internal corporate governance mechanisms might be the relationship between management performance and compensation. Jensen and Murphy (1990) concluded that executives have not been paid enough because CEOs did, on average, receive ‘only’ 3.25 dollar for every $1000 increase in shareholder wealth. That’s why they conclude that in “most publicly held companies, the compensation of top executives is virtually independent of performance . . . on average, corporate America pays its most  important leaders like bureaucrats.”
In subsequent years this statement lost its value. Stock payment for executives became very popular in the 90s. Morgenson (1998) examined stock payments in the 90s and found out that in the 200 largest companies of the United States, the percentages of shares employees were paid rose in only a few years from 7 to 13 percent of the common shares of a company. Hall and Liebman (1998) reported that in 1980, compensations were mainly in cash and bonus payments. Only 57 percent of the top executives received some kind of option payment. They found a mean salary and bonus payments 655,000 Dollar a year and a mean option payment of 155,000 Dollar. In 1994 those figures had risen extremely, option payment was now a major part of top executive compensation. According to Hall and Liebman in 1994 90 percent of the top executives received compensations through option payments. The mean of the cash payments was increased to 1.3 million dollar, were the mean of option payment increased to 1.2 million dollar. 
Stock payments became popular because of the fact that investors believed that stock payments would reduce agency problems and that it could be the best way to let a manager act in favor of the shareholders. Core, Holthausen and Larcker (1998) concluded that in general firms with weaker corporate governance structures face greater agency problems and CEOs of these kinds of firms receive greater financial compensations although these firms perform worse overall. Because of these agency problems shareholders tried to find a solution. Most scientists noted a positive relationship between the performance of an organization and stock payment for executives. Anderson, Banker and Ravindran (2000) found that the level of pay and the extent of incentive pay positively affects firm performance, and also McConnell and Servaes (1990) found some evidence that their might be a positive relationship between stock payments and firm performance. But there were also some scientists which doubt if the effects are really that big as some scientists think. Core, Guay, and Larcker (2003) found out that more equity ownership by executives is not always better than less ownership, because it is also important to form an overall picture about the goals of the shareholders and the characteristics of the managers before implementing new incentive pay structures and to determine if it is in the interest of the company when proceeding with equity payments. Kole (1996) found out that the causal direction of the relation between equity incentives and performance is unclear, beside that he also noted that higher equity incentives might not produce better firm performances but firms which expect better firm performance might grant more equity.
Equity payments came in the news negatively after several major scandals, like the Barings Bank, Enron and Ahold. The Barings Bank went bankrupt in 1995 after a large-scale fraud of Nick Leeson, which made a loss of 1.4 billion dollar. Leeson invested millions in futures on the Nikkei index which, on the first sight, resulted in big profits for the bank and Leeson himself. After several years Leeson started to lose money. The biggest problem was a lack of control by the supervisors of Nick Leeson. This allowed Nick Leeson to hide the losses on a separate account and to make the losses invisible for his supervisors. According to Ross (1997) Leeson his misconduct was stimulated because of the fact that losing 500.000 dollar got the same negative implications for him as losing 500 million dollar. There was a lack of internal control mechanisms and penalties for action like this. Beside that a broad discussion started about profit payments to people like Leeson. Also in the other big scandals, like Enron and Ahold, people tried to mask the truth and lied to get higher bonuses and payments. The question is whether stock payments and bonus payments are the solution to fix the corporate governance problems in a good and decent way. 
Other internal corporate governance mechanisms of great importance are the shareholders meeting and characteristics of the board of directors. Chapter 3 will give a detailed overview of this kind of mechanisms and the relationship of them with corporate governance in the Netherlands. 
External corporate governance mechanisms

Beside several internal corporate governance mechanisms, there are also several external corporate governance mechanisms like the takeover market, the labor market, competition, the capital/stock market and legislation
Takeover market

The takeover market is also called the market for corporate control and is one of the most important corporate governance mechanisms.  The market of corporate control is about listed companies, companies which have shares that are traded in public. If companies or investors take positions in listed companies they will have some control over the company, larger blocks of shares will give more control over the company. Berle and Means (1932) were one of the first that came to the conclusion that an increased spread of ownership among large numbers of individuals lead to a decline of shareholder control over management. 

A lot of research has been done about this market for corporate control. Jensen and Ruback (1983) define the market of corporate control as “the rights to determine the management of corporate resources; that is the right to hire, fire and set the compensation of top-level managers”. The market of corporate control focuses on mergers and takeovers all over the world. Manne (1965) was the first who mentioned a strong relationship between share prices and managerial performance. The found out that the lower the share price of a company is in relation to what it could be with an effective management, the more interesting the company becomes for possible takeovers by more efficient and effective companies.
According to Manne (1965), relatively low stock prices could lead to (hostile) takeovers because investors or companies think they can create more value with a better management. Because of this, the market of corporate control could be seen as a strong corporate governance mechanism. If companies are taken over by another company, management will be replaced. That is why it is of great importance for managers to perform well, and in the interest of the shareholders. If they fail to keep the shareholders value high, their company might be taken over by another party which will probably result in losing their job. That is why many people believe that the takeover market is a good discipline mechanism in order to let the manager’s act in favor of the shareholders, but according to Jackson and Höpner (2001) there are also negative aspects. One of them might be the chance that companies react in a negatively way to takeover threats by implementing costly defensive strategies such as golden parachutes, poison pills or by seeking legal protection from takeovers. Beside that companies could invest in short term strategies to increase stock price but which might result in ignoring more profitable long term projects. Also trust and cooperative relationships of stakeholders could be damaged by hostile takeovers and as Jackson and Höpner (2001) concluded the increasing influence of “the market” would lead to situations where the management of a company did not have any control anymore about decisions taken within their own company.

Although there are many people that believe in the power of the market for corporate control, there are big differences between countries world wide. Historically the United States and Britain have more active market for corporate control than countries like the Netherlands and Germany. The main reason for this is that the United States and Britain are more market centered economies and Germany and the Netherlands are more bank centered economies. Therefore the takeover market in the Netherlands and Germany is less active because of the fact that in these countries most of the companies have bigger block holders, like the government or municipalities or families. Companies in these countries have long time relationships with their shareholders, resulting in fewer takeovers. Beside that the shareholders of these companies have better control functions because they know the organization pretty well and have long term relationships with them. Also strong take over barriers ensures that fewer hostile takeovers take place in the Netherlands. According to Jackson and Höpner high ownership concentration also has some disadvantage like a lack of capital liquidity and risk diversification. Beside that smaller shareholders within these companies suffer some disadvantages because they could not benefit from the better control function of the large shareholders. This creates an unfair position for the smaller shareholders.

There are several different identities of the block holders; organizations, institutions, families, the government or the management itself could be a block holder within a company. According to Claessens, Djankov, Fan and Lang (1998) the relationship between performance and the identity of the block holders differs pretty much. For Asian countries they found a negative relationship between performance and ownership by corporations, but a positive relationship between performance and ownership by governments. Gorton and Schmid (2000) did a similar study for Germany; the conclusion was that in Germany firm performance was positively related to block holder ownership in general. There are also differences between insider ownership and block holder ownership in general. According to Holderness (2003) equity ownership by insiders is positively related to better decision making, better fulfilling the interest of the other shareholders and higher firm value. There are also differences between block holders in market centered and bank centered economies. Several scientists (Xu and Wang 1997 and Sarkar and Sarkar 2000) found positive relationships for bank ownership and the performance of a company among different countries. 
In some researches block ownership is positively related with market value and performance of a company, but according to Denis and McConnell (2003) there is a more significant relationship between performance and ownership in non-U.S. firms, than there is within firms in the United States. According to them there is only little strong evidence of a positive relationship which says that block holder ownership positively affects the market value of a firm. Block holders within the United States could benefit form private benefits of control and therefore most block trades are priced at a premium, but small shareholders are not really interested in benefits of control because they diversify their total portfolio instead of trying to eliminate the risk of one of their shares. Beside that, takeovers could lead to inefficient conglomerations which loses track of the core business. 
Labor Market

Another external corporate governance discipline might be de labor market. Fama (1980) argued that the labor market would eliminate agency problems with CEOs. According to Fama the labor market would eliminate this agency costs because all negative actions initiated by the CEO could result in lower market value for the CEO. The CEO should always try to act in favor of the shareholders, because otherwise his future employment opportunities will significantly decrease. Obviously this discipline only works with younger CEOs; older CEOs are not as afraid as possible for negative future employment opportunities and therefore are maybe less influenced by the discipline of the labor market. 
In the past, many discussions about various forms of corporate governance, for example the labor market, took place. Also the stock market and competition structures have been examined, whether it are good corporate governance mechanisms or not.
Competition and the capital/stock market

Some scientists believed that competition resulted in effective corporate governance mechanisms, as Fama (1980) mentioned “The firm is disciplined by competition with other firms, which forces the evolution of devices for efficiently monitoring the performance of the entire team and its individual members.” Companies can therefore take advantage of the fact that increased competition will lead to more opportunities and discipline within the market and company itself. So according to Fama competition would lead to maximal value for the shareholders of a firm, if there is enough competition in the market. Shleifer and Vishny (1997) did not fully agree with this and mentioned the product market competition might be one of the most important and powerful instrument towards an economic efficiency in the world but it alone can not solve the total problem of corporate governance. According to Shleifer and Vishny product market competition might reduce the return on capital and in this way also reduce the amount that managers could expropriate, but it does not prevent managers from expropriating the competitive returns after the capital is sunk. Therefore, they conclude that more is needed than just competition.
Other scientists like Moerland (1998) wrote about the possibility that the stock market might be a good corporate governance mechanism. Moerland expected an increase of liberalization and deregulation processes, which would lead to more attention of the firm for the cost of capital as part of the cost per unit. If shareholders would sell their shares instead of vote with them, they could raise cost of capital, which should result in changes of management policy. But a lot of people did not believe in the power of the stock markets. The biggest problem seems to be that companies do not or hardly depend on capital they bring in through the stock market. Frentrop (2002) wrote about this dependency of corporations, according to him internal cash flows remained the most important source of capital for companies after World War II, because it accounts for approximately 75 percent of total financing. External financing also remained well below internal financing between 1952 and 1983, because net issues of new equity accounted to less than 4 percent of total financing, while new issues of debt presented about 20 percent of the funding. If companies do not depend on capital coming in through the stock market, then at first glance the stock market does not seems to be the best corporate governance mechanism. In addition, companies with large amounts of free capital may therefore be a problem for shareholders because the companies themselves could easier take decisions without consulting the shareholder. The shareholders therefore have less power to influence the investment decisions of the companies. Jensen (1993) wrote about this problem and found that more negative value projects are initiated by companies with large amounts of free cash flows and within companies which are engaged with downsizing. 
Legislation 

The last external corporate governance mechanism which has great influence on corporate governance is national and international legislation. In the last few years more and more countries decided to implement a corporate governance law. The United States introduced a corporate governance law in 2002. After big scandals like Enron and Worldcom, these laws were implemented to ensure suitable corporate governance systems within companies. The American corporate governance law, named after the authors Sarbanes and Oxley, consists of a large number of measures that companies have to introduce within their companies.

All companies (United States and foreign) which are listed on the U.S. stock market should follow the new rules. The Sarbanes-Oxley law included 69 articles in which is written down how companies should disclose information, which information they should give to the accountants and regulators, and how they should define their internal control mechanisms. 
In addition to new rules how companies should inform the world, there were also new rules about organization of IT-systems and the communication about changes within these IT systems. The IT systems are important for internal control mechanism and the external reporting function. The accountant should be sure that the information he gets from the IT systems is generated in a correct manner. 
Because all these rules are written down in a law, the management has to follow these rules; if not a law process can be started by the regulators. For example if an annual report should be revised because of big deviations compared to the real values, the management could lose the right of their bonuses, options or profit they made by selling shares to other people. If they are prosecuted they might not only have pay back a large amount of money, but they also risk sentences to jail. 
2.2. History of corporate governance.

History of corporate governance in the Netherlands. 

As mentioned earlier corporate governance is quite a new concept, which describes how a company should be managed and coordinated to ensure maximum value for the shareholders of the company. But of course the problem which corporate governance describes is not new.
According to Frentrop (2002) the term corporate governance was used for the first time in the Netherlands on a symposium in 1994. An American guest speaker talked about the results in the United States already made in terms of corporate governance. In the years that followed the term became more and more popular also within the Netherlands. 
The real history of corporate governance is, according to Frentrop, going back to the 15th century. In 1602 the Verenigde Oost Indische Compagnie was founded. This was one of the first big companies where agency problems occurred. The VOC borrowed money from several people which they would pay it back in a pre-agreed period. After several years the first problems occurred because the VOC could not repay everything and they decided to suspend pay back payments. According to Frentrop this was when the first discussion about ownership started and more people tried to get information about the VOC. The VOC decided not to pay back the total amount of money but to pay out a fixed percentage of interest. As a result several people started a broad discussion about the possibility that the management did not work in the interest of the shareholders. Because of this, they decided to keep a closer eye to the company and they made a start with monitoring the results of the company. 
Finally the first two mechanisms of discipline of Gompers (2001) theory were introduced in the beginning of the 17th century. First of all the shareholders of the VOC got the rights to appoint observers which should control the actions of the management of the VOC and secondly the VOC started with an advisory board of nine people to keep the shareholders happy. According to Hopt and Leyens (2004) the VOC was one of the first companies in the world that applied contemporary popular corporate governance techniques, which are still used nowadays.  
Developments in the Netherlands and around the world

The years that followed were mostly influenced by the stock market crash in 1720 and the industrial revolution in the 18th century. Organizations went back to family business and broke up their connections with external financers.  Most organizations in the second half of the 18th and first half of the 19th century funded itself. Modern corporate governance problems did not occur in this period, because the shareholders were ‘insiders’ of the company which had a good overview of the company.
In the second half of the 19th century technology developed at high speed which results in more and more mass production. Family businesses were replaced by much bigger organization and cartels became popular. Countries tried to prevent cartels to arise, but as a result of laws which prohibited cartels, the mergers and take-over market grew rapidly. 
In the 20th century, stock markets became popular again but most capital was still internally generated. In this century more corporate governance problems arose. Questions whether the management of a company could attract money at the right price, from outside investors with asymmetric information, were rising. There was also more discussion about how a company could give enough certainty that the company should act in the interest of the shareholders. These questions were the start of broad discussions about corporate governance problems, the companies started to work with supervisors to give the shareholders more certainty and more reasons to invest in their company. The financial supervisor controlled the company to ensure that it could pay the dividend to the shareholders. The problem of this control system was that it only worked for bonds and preference shareholders, not for common shareholders. 
In the years before World War I the financial supervisor was replaced by an internal manager which should control the other people from the management. With the stock market crash of 1929 new problems arose for listed companies. The internal control mechanisms within the companies were not good enough to ensure the investments of the outside capital holders. In the years that followed a lot of companies disappeared and the focus of the corporate governance mechanism came back to regulations by intermediaries. It took until 1950 before their confidence was restored and investments on the stock market started to grow again. 
In the end of the 20th century the stock market was booming business. Options became very popular, also as reward for employees of a company. Discussions about the compensation of top management started to grow. But options seemed to be the perfect solution to corporate governance issues and rewarding top management. By offering options managers should act in the spirit of the shareholders all the time, because higher stock prices directly resulted in higher salaries for the managers. But the excessive payment of the top management lead to indignation by a lot of people, so much that countries decided to implement new laws which prevent managers to get excessive payments. 

With the start of the 21st century stock markets went down and new problems arose. Scandals like Enron, Ahold or Worldcom lead to new insights about corporate governance structures. More and more people understood that option payment could lead to greed and masking the truth.  

New discussions led to several new laws in which corporate governance structures were written down. As we could see earlier this resulted in the Sarbanes-Oxley law in the United States and the Dutch Corporate Governance Code in the Netherlands.
Corporate governance code in the Netherlands
Before the Netherlands introduced the Corporate Governance Code they first implemented “the 40 recommendations for corporate governance”. These recommendations were introduced by the commission “Peters” which was installed in April 1996. This commission was installed as a compromise between politic parties which wanted to break through all kind of defensive actions of companies within the Netherlands. The commission had to investigate if there was enough balance between shareholders, board members and control mechanisms within the companies.  In October 1996 they presented their first draft of recommendations, after consultations of the trade and industry they presented their final report in June 1997. The report presented several recommendations about transparency of company policies and the responsibility for it. Beside that they also came with recommendations about the control function of the shareholders, which should lead to better correcting inadequate policies of companies. (Commissie Peters 1996).

The recommendations of the commission should be implemented by the companies in the year 1998. The commission decided to monitor the processes which took place within the companies. In December 1998 the commission Peters presented a report in which they concluded that companies heeded the recommendations pretty well, but that it did not resulted in changes in the relationships between shareholders and board members of a company. In addition not all companies implemented the recommendations within their companies. Because of this politicians concluded that self regulation was not the best way to solve the problems with corporate governance. They came with new laws to increase transparency in reporting data about company results and information about the management of the company. Beside that they also came with new laws which should increase the control function of the shareholders and shareholders should be involved in decision making process of the company. 
De Jongen and Roosenboom (2001) did research into the evolution of corporate governance, five years after the introduction of the forty recommendations of corporate governance. On average, there were noticeable improvements in the area of transparency and accountability but still a lot of companies did not introduce the recommendations fully within their companies. De Jongen and Roosenboom (2001) concluded that obligation through the law probably would work better than the recommendations that were now supplemented by only a few laws. 
In 2002 stock markets went down and several problems occurred. Because of that, the Dutch Corporate Governance Foundation was established.  This foundation intended to examine to what extent earlier research on corporate governance was implemented by the business community. The conclusions of the new monitoring report were not really positive. Although there was made some progress within the transparency and responsibilities of companies, there were also a several negative implications. For example listed companies were not proactive in implementing new corporate governance techniques, but did only react on new laws which they must implement within their company. Beside that the foundation reported stagnation in information processes from which shareholders should make decisions and it also reported a lack of interest for corporate governance in the annual reports of the different researched companies. 
Because of the negative trends in the report a new committee was established. This committee had to come with new answers to corporate governance issues, which resulted in new legislation called; The Dutch corporate governance code. The first reactions were positive; almost all CEOs understood that changes, within the corporate governance structures of Dutch firms, were necessary. Critical comments were posted by several former directors and commissioners. They had problems with the maximum term of office of four years, with reducing the maximum number of directorships to five per person and with the capping of the variable pay of the management.

In October 2005, the committee came with an initial monitoring report about the extent to which the listed companies abide by the principles and best practice provisions of the Tabaksblat code. The survey showed that many companies already implemented the code in a pretty progressive way. In more than 90 percent of the annual reports examined, the recommendations of the Tabaksblat commission were followed up. Recently in December 2008, the code was revised in such way managers and shareholders of a company act more in favor of the company. 

Chapter 3: International research about corporate governance, manager turnover and performance.
This chapter will explain the relationship between manager turnover and performance measures within the corporate governance of a company. In addition, there will be a review of various literature studies about manager turnover in combination with performance standards and corporate governance mechanisms. This chapter will give an introduction to Chapter 4, which explains how manager turnover in the Netherlands is related to other research about manager turnovers in countries like the United States and Japan.
The purpose of this research is to find out if researches of Kaplan (1994, 1997), Lausten (2001) and Gibson (2003) also apply for Dutch companies. Kaplan did several researches into the relationship of manager dismissal and performance measures in countries like the United States of America, Japan and to a lesser extent Germany.  Kaplan has opted for countries like Japan and the United States because large corporate governance differences exist between these countries. The most important differences are within the market structures of both countries. Japan has a relationship based economy while the United States has a (stock) market based economy. According to some researchers, Japanese managers focus mainly on maximizing growth and market share, while the U.S. managers focus on shareholder value. Despite these differences, Kaplan found out that the turnover-performance relations are economically and statically similar and that turnover is negatively related to stock, sales and earnings performance in both United States and Japan. Lausten (2001) explained Kaplan’s theory as “when disregarding changes in corporate governance between Japan and the United States, top managers facing same change in risk of turnover if firms experience a 50 percent stock decline or negative income.”
Kaplan is not the only one who did specific research into manager turnover and performance measures, this chapter will extensively discuss different international studies. The chapter gives a detailed description of various features of the relationship between performance and manager turnover, especially if bad performance has an influence at the possibility of manager turnover. It looks to different performance standards, differences in board structures and at the end of the chapter it will discuss the possible effects of pay structures. Finally we consider whether the dismissal of a top manager actually leads to better performance of companies after the dismissal, because if bad performance leads to higher dismissal rates, we can expect better performance rates after the dismissal of a top manager.
As we could see earlier in chapter 2, a lot of research has been done to internal and external corporate governance mechanisms around the world. In chapter 4 there will be a comparison of the work of Kaplan with new results of the situation in the Netherlands. The research is limited to internal corporate governance mechanisms, like payment structures, board structures and CEO characteristics. In the Netherlands a market for external corporate governance mechanism is negligible compared to those market in the United States, that’s why this research will focus on internal corporate governance mechanisms within the Netherlands. The researches of Kaplan (1994, 1997) and Gibson (2003) will apply as a basis for doing the research into the situation of the Netherlands.
Different performance measures

The performance of a company could be measured in many different ways. Capon, Farley and Hoenig (1990) have done research into the determinants of financial performance of a company. They made a list of criteria that had a positive and significant relationship with financial performance of an organization. Mostly found positive and significant relationships with performance were found in industry concentration, growth, market share, firm advertising and research and development. For example Fee and Hadlock (1997) examined manager turnover in the newspaper industry. They found out that turnover rates are higher in more competitive markets and that managers more easily survive in monopoly markets. This seems logical given that financial results in monopoly market are probably better than in competitive markets. Barton, Hansen and Pownall (2009) have done research to performance standards and their relation with share prices in different countries. In their research they compare eight performance measures, namely: total sales (SALES); operating earnings before interest, income taxes, depreciation and amortization (EBITDA); operating income before income taxes (OPINC); income before income taxes (IBTAX); income before extraordinary items and discontinued operations (IBXIDO); net income (NI); total comprehensive income (TCI); and operating cash flows  (OCF). They made a study of the differences in 46 different countries. In their research these performance standards were compared with the stock price developments of more than 20,000 companies. The research showed that IBTAX was the most found significant performance measure in the different countries. In 25 of the 46 countries the IBTAX had the greatest and most significant relationship to the development of the stock prices. However, the research showed that there were large differences between countries. Thus, each of the standards was the most significant measure in at least one of the countries. It is therefore important to measure the performance of organizations with all different types of performance measures to identify and compare the differences in a broad perspective.

In the studies on the relationship between manager turnover and performance, many of these performance measures have been used. But also other aspects are important to understand the relationship between performance and manager turnover. For example Kaplan and Minton (2008), decided to split manager turnover into two parts. First of all, internal manager turnover caused by decisions of its own board of directors and retirements, secondly external manager turnover caused by, for example, mergers or take-over. Kaplan and Minton (2008) found a strong and significant relation between internal turnover and three different components of firm stock performance - performance relative to the industry, performance of the industry relative to the stock market, and the performance of the overall stock market. In addition they found external turnover to be only significant related to the relative industry performance compared to the market. 
Coates IV and Kraakman (2007) also did research about internal and external manager turnover and tried to find out its relationship with tenure. They conclude that there is a term structure implicit in the tenure of CEOs who own less than one percent of S&P 500 firms and that the term structure is evident in both internal and external turnover data. The term structure consist several stages: in the first four years a CEO is employed, there was hardly any manager turnover in both manager turnover groups. In the fifth year both internal and external turnover doubles compared to the first four years. Internal turnover keeps increasing for the following two years and also external manager turnover happens much more frequent as in the first four years. The reason that CEO turnover increases significantly after the first four years can be found in the fact that companies that need to discover the capabilities of the CEO and the organization have to adapt the new CEO. Furthermore, in the beginning of a partnership, there will be more confidence in the capabilities of the new CEO. Another important outcome within the study of Coates IV and Kraakman (2007) is that shareholders, holding one percent or more of the shares of a company, are not often released after four years in service. They do not fall within the term and tenure structures of non- or limited shareholders. These shareholders have less change to be dismissed and have almost always twice as long tenure within the company. A third conclusion of the research was that although they found the same term structures for both internal and external turnover, that does not mean that they have the same relationship to firm and CEO characteristics. Poor sales growth and age are related to both internal and external turnover, but age is much more related to internal turnover than it is to external manager turnover. In addition, for example, large block holders are only related to external turnover rates and risk, which implies high stock price volatility, is negatively related to internal but positively related to external turnover. That’s why they conclude that there is a relationship between internal and external manager turnover, although it is a complex relationship.
In addition to the research of Coates and Kraakman several researches also point to possible differences between the organizations that are run by their founder or by external CEOs in general. Research from, for example Jararaman, Khorana et all. (2000), shows that companies which are run by their founders, primarily benefit as long as they are still relatively small. If the company grows, the positive impact on the performance of a company disappears quickly. When this happens, the company can better be run by a CEO from outside. According to the research this should not be a reason to avoid investments in firms led by its founders, this because there is always a possibility to maximize shareholders value through effective management techniques at different stages of the firm’s life cycle. Kaplan and other scientists used many of these performance measures to understand the relationship between performance and manager turnover. 
Manager turnover

Kaplan's research examines whether different corporate governance structures affect the results of manager turnovers and pay structures in countries like the United Stats, Japan and Germany. Kaplan found the same results for manager turnover and payment structures in Japan and the United States despite the big differences in corporate governance structure. Kaplan used various performance measures in order to find out the relationship between performance and manager turnover within listed companies of both countries. Also Gibson (2003) did research on manager turnover, however, he did his research for emerging markets and found out that CEOs in emerging markets were more likely to lose their job when their firm performance was poor and beside within firms with a large domestic shareholder, there is no link between CEO turnover and firm performance. 
These results are almost the same as the results of Kaplan. Kaplan calculated the possibility of top manager turnover as:
Probability of losing job = a + β * performance + ε
A is a constant value and ε is an error value. Kaplan defined several different performance measures in order to compare manager turnover between the different countries, but he also neglected some performance measures. The five different performance measures Kaplan used in his research are:

- Company stock return 

- Sales Growth 

- Change in pre-tax income as fraction of total assets 
- Initial level of pre-tax income as fraction of total assets

- A dummy variable equal to one if pre tax is negative

Beside that he decided not to use indicators like the market adjusted returns, industry adjusted returns, employment growth or operating income because their outcomes would be very similar with the measures used above.  Kaplan did also study board characteristics and specific characteristics of the managers themselves. For all performance measures a negative relationship with manager turnover is expected. A decrease of the share price would logically lead to more manager turnovers, as it is also to be expected for a decline in sales and pre tax income. His predictions about a possibly negative relation between stock price and performance have also been tested in other research. Warner and Watts (1987) for example, found an inverse relation between the probability of a top management change and stock performance. The reason they gave was that good performance of the management would lead to higher stock prices, and conversely this stock prices are used to measure and evaluate management performance. Measuring performance based on stock prices often means short term (market based) decisions, whether sales (or market share) performance measures are more long term (relationship based) measurements. According to Kaplan the dummy variable for negative pre-tax income, which indicates a lower accounting income than operational and financial expenses, is the best performance measurement to measure short term performance.
Lausten (2000) did a similar research into the relationship between performance and manager turnover. He studied if the theory of Kaplan also applied to a country like Denmark. He extended the research with specific characteristics of CEOs and firm specific variables. He described the probability of turnover in a logit model:
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Where P (turnover) is the probability of CEO turnover. He also used profit margins and pre-tax accounting profit relative to sales as performance variables. For CEO specific variables he looked at age and the time to retirement. The firm specific variable is a measurement if the CEO has a long career within the company. If he is promoted from inside the firm, the manager is expected to have firm-specific human capital and therefore a lower probability of turnover. Lausten also did specific research on country-related aspects such as the proportion of family ownership. He noted that a larger share of family ownership caused a lower percentage manager turnover within Denmark, which confirms earlier research on this subject.  
The results of the research of Lausten are almost equal to the research of Kaplan. The two studies are about relatively well-developed countries. Gibson (2003) also investigated manager turnover in emerging markets and has tried to find out whether companies within these countries have the same relationship between manager turnover and performance.

Gibson defined the probability of manager turnover almost the same as Kaplan and Gibson:

Prob {CEO turnover} = f (firm performance, other control variables)
He tested whether there was a negative relationship between the probability of CEO turnover and firm performance. Because “CEO turnover is a binary value” he examined the following logit regression:
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 is a k×1 vector of coefficients, Z is a k×1 vector of other control variables (year, country, industry), and 
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Gibson did his research on four different performance standards, which are also comparable with the standards used in the analysis of Kaplan, namely: 

- Earnings (EBIT)/ Assets

- ∆Earnings (EBIT)/Assets
- Stock market return

- Sales Growth

According to Gibson’s research the Earnings/Assets ratio has the strongest relation with manager turnover in emerging countries. For stock market returns Gibson found several different outcomes between different countries, which implies a less strong relationship between manager turnover and stock market returns. Beside this he also found some evidence of lower turnover in companies with larger shareholders but the main conclusion was the same as Kaplan and Lausten, “CEOs of poorly performing firms are more likely to lose their jobs than CEOs of well-performing firms” and “Corporate governance is not ineffective in emerging markets”.  
As we could see there are many studies about the same relationships between manager turnover and performance, because the research of Kaplan is reproduced for many countries. Similarly for Japan, Kang and Shivdasani (1995) found almost the same results when investigating the relationship between performance and manager turnover. This study showed that “nonroutine turnover is significantly related to industry-adjusted return on assets, excess stock returns, and negative operating income, but is not related to industry performance”. Because Japan is also a bank based country it could be interesting to see whether these results could also be found for the Netherlands. 
Gibson, Lausten and the others, all used several accounting standards to calculate the performance of a company. Puffer and Weintrop (1991) have also done research into the relationship between performance and manager turnover. In addition to the usual accounting criteria as the stock price and earnings they also used a third criterion, namely the expectations. Puffer  and Weintrop alleged that in addition to the accounting standards, the expectations about the supposed stock prices and earnings are also a factor in the decision to dismiss a CEO or not. Because it is difficult to investigate the expectations of the board members, they took the expectations of the financial analyst, which they compared with the final realizations. They though that “performance measured as the difference between actual performance, and the board of directors’ expectations would be a better predictor of CEO turnover than measures derived from mechanical algorithms”. Taking into account the unexpected earnings per share, unexpected industry earnings per share, cumulative abnormal security returns (CAR) and several accounting ratios (ROA, ROE etc), they came to the conclusion that the more accounting standards were added, the more the performance measures were consistent with the expectations of the board. In case of manager turnover the difference between the real earnings per share and the expectations was significant, while this was not the case when the measures were based on mechanical algorithms. That is why expectations might be an important factor to measure if calculating the relationship between performance and manager turnover.  
Not in all countries there are clear relationships between manager turnover and the performance of a company. Especially in countries that have not privatized their companies recently, there can sometime be a limited relationship between turnover and performance of a company. For example Cvelbar, Domadenik and Prašnikar (2008) investigated the relationship between manger turnover and performance in Slovenian companies. It appears that management turnover is only a limited corporate governance mechanism. In companies that are performing worse in terms of sales growth, managers are fired pretty fast, however it appears that the financial performance of the company is less important than you would expect based on other studies. Beside that external owners seems not be better managers than insider owners. Firth, Fung and Rui (2006) expected the same results for a country like China. They indicate in their research that political and regulatory environments would have a large influence on the degree of corporate governance. Countries with low legal protection would also have low sensitivity of top management turnover to performance, that’s why they expect China to have ineffective corporate governance structures, because the legal protection afforded to shareholders is not accepted in Western standards. 
State ownership
Bad corporate governance structures are also to be expected in companies with high concentrations of share ownership. In for example China, the government is usually the most import shareholder within Chinese companies. Research into the relation between state ownership and performance, resulted in opposite results. The study of Firth, Fung and Rui (2006) revealed a high degree of manager turnover among top managers in China. In addition, they found a relationship between manager turnover and profitability but "in contrast to some British and U.S. literature, stock market measures of performance are not associated with chairman turnover". Chen and Lin (2008) added to this study that firm profitability and state ownership are indeed negatively related to top management turnover, but only when firm profitability is below the expectations measured as the median of the market performance. As shown in these studies, it is not clear that the relationship between manager turnover and performance is the same in all countries. In countries with different legal policies other results could appear, compared with the results of countries where regulation is already started. 
Board Structures, one tier versus two tier.
To understand the differences in manager turnover, it is important to understand the possible differences in corporate governance structures around the world. A major important nature of corporate governance, are the board structures. The board, in consultation with the shareholders, ultimately decides whether a manager should be fired or not. Differences within the board structures around the world are big, but there are roughly two different board structures, one-tier and two-tier boards.

The biggest difference between European board systems and the system in United States is that boards of directors in the United States are charged with representing shareholders’ interest, this is prescribed in law. In most European countries the role of the board is not prescribed in law. According to Denis and McConnell (2003) the interest of the shareholder in these countries might not be the only or primary goals of the board of directors. In the past few years a lot of countries implemented some kind of corporate governance measures in their laws. 
In literature board characteristics have been studied by Hermalin and Weisbach (2003). They found the following relationships for boards within the United States:

· Both board composition and size do appear to be related to the quality of the board’s decisions on CEO replacement, acquisitions, poison pills, and executive compensation.

· Board composition is not related to corporate performance, while board size is negatively related to corporate performance and the quality of decision making.

· Higher proportions of outside directors are not associated with superior firm performance, but are associated with better decisions concerning issues like acquisitions, executive compensation and manager turnover. 

· Firm performance, CEO turnover, and changes in ownership structures appear to be important factors affecting changes to boards.

According to Bajuk (2005) we can nowadays describe two major board structures, the one tier, Anglo-Saxon systems, and the continental European two tier systems founded in Germany. In the two tier systems there are three bodies of corporate governance, first of all the general meeting of the shareholders, secondly the supervisory board and finally the board of management. The restrictions within they have to work are prescribed in law. The shareholders’ meeting has to keep an eye on the company’s profit-sharing and the nomination of supervisory board members. The supervisory board is representing the stakeholders in the governance of a company and supervises the operations of the management board. They have to dismiss or nominate the management board and have to approve the annual reports. The management board takes decisions on the operational activities of the company and should focus on the daily business.  

The one tier system only has two bodies of governance, the general meeting of the shareholders and the board of directors. The shareholders have somehow the same rights and obligations as in the two tier system and have to nominate the directors. There are two types of directors described in law, the non-executive and the executive directors. In most cases the executive directors are managing the company and the non-executive directors supervise the company and the work of the management. This difference between the executive and non executive directors could be seen as the differences between the management board and supervisory board within the two tier system. According to Bajuk (2005) the one-tier system is characterized by dispersed share structures, an active capital market and a majority voting system where the winner has concentrated decision making power, where the two tier systems are characterized by majority shareholders of companies, powerful participation of participants, a less liquid capital market and a proportionate voting system. 

The big difference between European corporate governance and corporate governance in the United States is that European companies believe in the power of the employee and United States companies believe in the power of the shareholder. O’Conner (2000) stated that the American system of corporate governance does not provide sufficient information about the employees of the companies. He also believes that employees in the American systems are seen as a cost driver instead of value driver of the company. In Europe people believe more in the power of the employee or as Jacoby (2000) though that giving employees a voice in the governance of a company, would enlarge their willingness to invest in firm-specific skills and to share productivity-enhancing ideas with the employer which ultimately would decrease turnover-related costs. Until the year 1980 Americans did not believe in the European’ systems as Jacoby quoted an American Union officer “it is amazing to me that in Europe…the corporations feel that they have [an ethical] obligation to their employees. …This comes naturally from the European culture.” According Spisto (2005) around 1980 German and Japanese companies outperformed the United States. In the period 1980 until 1997 the Anglo American share of world’s outward foreign investment piece has fallen from 66 percent to 50 percent in 1997, while German investments increased rapidly.

Despite these differences in performance over the past few years it is not becoming clear from literature which system is better or superior. According to Spisto (2005) a one tier system is giving problems for some countries with fulfilling ‘two incompatible corporate functions, the supreme executive body and the supervisory organ’. This could lead to ‘abuse of executive power and doubts about the accountability of directors’. In addition to these problems there are also problems with fading borders, because differences between two jobs could fade away.

The strong points of the one tier systems is that the board acts as one entity, which leads to short communication lines and the possibility of a quick decision making process. In addition the non-executive directors have a strong advice function. They are members of the board, so they could use their power immediately when necessary. Because of this the CEO of a one tier board will be forced by the non-executive directors to stay sharp and focused.

According to Spisto (2005) a one tier system will do better in cases where the company has a majority of preference shareholder, and the two tier system will perform better within companies with a dispersed share structure. In these companies the supervisory board could have an important function to supervise the management board and fulfilling the wishes of the shareholders. If a company has a majority shareholder the advantages are less.

The two tier system has an advantage by the strong control function of the supervisory board. Because of this board the company will not be carried away by the current fads of public opinion. In addition the supervisory board can have a clear view from the outside. The supervisory board will not be troubled by daily internal problems, and can have a sharp overview of the firm.

According to Zweers (2008) also the two tier system has negative aspects in it. Within the two tier systems the supervisory board should supervise the board of management and should give advice how to organize the company and which strategic decisions they could take. According to some people the two tier systems will possibly disappear in the forthcoming years. The supervisory board has become an ‘old boy’s network’, where relatives and friends give each other important jobs and sometimes join a supervisory board together. Also most supervisory board exists of older experienced people, who were successfully many years earlier. These board members have grown up in a less dynamic environment, where changes occurred slower than today. So one of the problems of today supervisory board could be the dynamic markets in which the have to operate. Supervisory boards could also lead to slower decision making processes, because of the fact that the supervisory boards only come together a number of times a year. Supervisory boards are responsible to supervise the management board, but it will be difficult for them to understand the whole company if they only look to it from the outside and are less involved with the company. 

It can be said that the two systems, both have strong advantages and disadvantages, which are difficult to compare. Most countries worldwide opt for the one-tier system, where some European countries opt for the two-tier system. Given the historical developments, it seems that the two-tier system is losing and that the advantages and disadvantages of both systems are slightly in favor of the one-tier system. The choice between short communication lines or strong control functions is therefore difficult to make (see Figure 2.1).

Figure 2.1. One vs. two tier system, the positive and negative aspects.

	
	One-tier system
	Two-tier system

	Positive
	- Board acts as one entity.

- Fast communication.

- Strong advice function.

- CEOs will stay sharp and focused. 
	- Distance takes care of an outside view of the company.

- Will not be carried away by the current fads of public opinion.

- Strong control function.

	Negative
	- Risk of fading borders.

- Risk of abuse of power.

- Less powerful control functions. 
	- Less concerned in the company.

- Possible lack of information.

- Slower decision making process.


         Source: Zweers (2008) and Spisto (2005)
Beside the board structure it is of course also important how the senior managers are paid. High incentive rewards were seen as the number one solution for the corporate governance issue in the past. The research until now shows that this is not entirely the case.
Manager turnover and pay structures. 
Within the principal agent theory pay structures play an important role. A good incentive contract could lead to better performance of top managers it says. As described in chapter 2.1, there may be a relationship between stock payments and the performance of companies. But there might also be a relationship between the amount of salary and the degree to which managers are fired in general. Subramania, Chakrabort and Sheikh (2002) found that “a CEO receiving performance based incentives (measured by the dollar sensitivity) at the 60th percentile level is roughly 10 percent more likely to be fired following a year of poor performance as compared to a CEO with incentives at the 40th percentile level” or better CEOs with greater incentives contract also face a greater performance pressures and have less secure jobs. 
In the past decennia much research has been done into the optimal payment structure belonging to top managers. However, it is difficult to have a unique and explanatory model about payment structures for top managers. Much depends on whether there is enough information about the added value of the top manager. Baker (1992) did research into optimal payment structures and found out that within the optimal payment structure “commission-based compensation systems will tend to dominate when the agent possesses valuable information and good performance measures are available.” When no good performance measures exist or when the Agents (from the principal-agent theory) are not asymmetrically informed, straight salary compensation will dominate because “In these situations, expending resources to monitor effort or to mitigate the information asymmetry will be efficient”. Finally he found out that incentive contracts based on the total value of the organization (stock prices), exist when there is a great amount of asymmetric information and when there are no good performance measures. Boyle, Jha et all (2007) also did research into the optimal pay structure of top managers. They found out that executive should not have an incentive to change the firm’s volatility, within his incentive contract. If they used this constrain in their research, they found out that option and stock payments are important determinants within the optimal pay structure. Beside that top managers could hedge their systematic risk in easy accessible markets with higher proportions of option compensation. They also found that firms with a high volatility will probably include a higher proportion of options in their compensation packages than firms with low volatility.
In addition to studies into the relationship between absolute performance and performance measures, there is the study of relative performance measures. Antle and Smith (1986) were some of the first researchers which took a closer look to the performance of a company relative to its competitors. They tried to find out “whether the compensation of top corporate executives behaves as if executives are evaluated and compensated relative to their peers in other corporations”. They found several different results, but the strongest relationship, when measure with relative performance evaluation, they found was the relation between compensation and accounting based performance measures. Market based performance measures are inconsistent with relative performance evaluation, because top managers probably could be driven by the abilities of executives to hedge industry risk through market transactions. Jenter and Kanaan (2006), also did research into relative performance evaluation. They found out that boards of directors are not capable enough to fully “filter what appear to be exogenous shocks to firm performance from their CEO retention decisions”. They found systematic allocation errors and wrong rewarding or blaming of top managers, for performance caused by factors which are not within their control. Beside that they found out that firm performance in recessions is more revealing about CEO skill than firm performance in booms. This implies that in the recession pay structures better reflect the actual performance of the manager, if its pay structure is at least built up with some performance measures which are related to the relative development of the company. 
Mertens, Knop and Strootman (2007) have done important research to pay structures in the Netherlands. They tried to find out how pay-for-performance relationships were in the Netherlands in the period 2002-2006. They focused on the relationship between annual bonus and the performance of the company. The most important findings about pay structures were:
- CFO and other board member earned 25-40 percent less than the CEO;

- Bonus payments rose much faster than the fixed salaries; 

- Level of payments depends on the size of the organization; 

- When new CEOs are employed, this ensures higher pay structures for the future. 

- Payment structures vary between different types of managers. In addition, the level of compensation, of the different groups of top managers, also depends on other reward criteria; there is not a unique reward criterion for top managers.

- There is no significant proof that there is a relative performance evaluation within the Netherlands.
So there are a lot of differences in measuring performance and there are very many differences in the degree of manager dismissal, it is useful to know whether the dismissal of a top manager also leads to significantly better results of the company in general. 
Is manager turnover useful?
The international research reveals that there exist several relationships between performance and manager turnover. An important question is still, is dismissing a top manager even worth it? Examination of several scientists shows that the dismissal of a top manager can indeed lead to better results. For example Gallagher and Nadarajah (2003) found for Australian investment managers that replacing underperforming managers could lead to significant higher returns in post-replacement period and replacing outperforming managers could lead to significant lower post-replacement returns. These results are also endorsed by Claessens and Djankov (1999) for Czech companies; they found a positive relationship between the start of a new manager and the developments of profitability and labor productivity. 
Kato and Long (2006) found similar results for China, because listed firms appear to experience greater performance improvement after the replacement of their CEOs, when the firms are privately controlled or have a majority controlling shareholders. Also Shen and Lin (2008) found a positive relationship between manager turnover and performance afterwards because they concluded that manager turnover has a positive impact on firm profitability when the company performance below target, but has a negative impact when the company performance above target. This conclusion is contradicted by research by Firth, Fung and Rui (2006) who found that firm performance does not improve after the replacement of top management. Probably, these conflicting results arise from taking various samples. If companies operate more independent from major shareholders (like the government) manager turnover will have bigger advantages in post manager turnover periods, or as Shen and Lin (2008) concluded that, manager turnover within state owned companies have no positive effects on performance instead of firms where the state is not the largest shareholders which mostly leads to higher firm profitability.
Fidrmuc and Fidrmuc (2007) did research to the performance of companies after manager turnover in the Czech Republic. According to Fidrmuc and Fidrmuc new managers could affect the corporate governance of a firm in different ways. First of all they could implement new reward or incentive mechanisms and secondly new managers could fit better to “the firm’s productive assets”. When comparing productivity before and after the turnover of a top manager, it seems that a new manager indeed creates higher productivity, but “the positive effect of the managing director change is significant only when the managing director has a relatively strong position within the firm and is closely linked with the board of directors”. That’s why the new manager must also have executive responsibilities in order to increase its power and to ensure maximum results for the company. Although it is not clear whether manager turnover of top management also leads to better results, still every year millions of managers get fired. In the next chapter, more research have been done to the position of Dutch top managers and there chances to get fired when the performance of a company does not meet the expectations or drop below certain limits.  
Chapter 4: Empirical research
This chapter elaborates on the empirical research that has been done. This research tries to find out which relationship there is between manager turnover and performance of companies in the Netherlands. The results of this study will be compared with results from the studies of Kaplan, in order to understand whether and how the theory of Kaplan also works for the Netherlands. This chapter describes the steps taken to complete the research and also provides a summary of the main results of the study.
Sample and methodology 

The sample that I used for this study consist all Dutch, Euronext listed companies in the period 2003 to 2007. The data comes from several databases, with Thomson Financial and Company.info as most important source of information. Ultimately, the dataset consisted of 134 listed companies.  Two companies in the dataset went bankrupt during the period of the research. Eighteen companies have become a listed company during the dataset period and therefore are not included in the final dataset. Especially in the years 2006 and 2007 many companies have joined the Euronext Amsterdam; most new listed companies were managed by private equity holders. Examples of such new listed companies are for example AP Alternat Assets, E Boussard Gavaudan and KKR Guernsey & Company LP. For seven other companies not all the necessary information was available and five companies were involved in a merger or acquisition, so that the resulting dataset consisted of 102 companies, see table 1.0. Compared with the results of Kaplan (1992) can directly be concluded that the number of acquisitions in the Netherlands in the period 2003-2007, is comparable with the number of takeovers in Japan the period 1980-1988, something that is consistent with the fact that both Japan and the Netherlands are less market based as the United States of America. If information was missing, it was manually searched and added to the dataset.
The financial information that is used is the end of fiscal year financial data published in the annual reports of the companies. Most information could be found within Thomson, when financial data was missing, it is completed with the financial data within the annual reports published by the companies themselves. 

In the manager’s dataset, 1,253 managers with 49 different nationalities are included. Of these 1,253 managers, 461 are employed as commissioner and 792 as director or trustee. For 985 managers it is their main position, for 268 it is a 'second job'. Most managers in Dutch companies have, as expected, a Dutch origin. Other important countries of origin are Belgium, Germany, France, United States of America and England, see table 1.1. Most information about the managers is from the database program company.info, some information came directly from the annual reports of the companies. The reported information is the full name of the manager, date of birth, residential address and the date employed.
Because the total dataset consists of all listed companies in the Netherlands, there is a wide variation in the size of the companies. For a clearer picture of the differences between the companies there is chosen to split the total dataset into smaller datasets. Companies with a turnover exceeding 500 million Euros are put in a separate dataset called “large companies”; companies with a turnover of less than 500 million Euros are put in the category “small companies”. Most tests also provide the possible outcomes from the total dataset. In the dataset there are 47 companies which are assigned to the category “large companies” and therefore 55 companies are assigned as smaller company. There are large differences between the different groups of companies if considering total sales, market capitalization and the current or pre-tax income to assets and sales. The average sales of the total dataset in 2003 are around € 5.6 billion Euro, if slit in the two categories, the average sales of the small companies is only € 0.1 billion versus € 12.3 billion turnover for the large companies.  In addition, there is also a major difference between the market capitalizations of both groups of companies. On average the market capitalization in 2003 is 3.7 billion, however the differences between the two groups is € 8.2 billion versus € 0.1 billion. The most striking difference between the two groups, however, is that the pre-tax income to assets of small businesses is on average negative, while the large companies have a positive pre-tax income to assets of almost 3.4 percent, see table 1.2. In the five years of the dataset sample, the average sales rose to more than 7 billion and market capitalization to approximately 5.2 billion euro. In addition, in 2007, the pre-tax income to assets of large companies has more than doubled, while these figures in the small companies have only been improved by 2 percent. This indicates that in the period 2003-2007 in the Netherlands, the companies that performed well in 2003, continued to perform well in 2007, and the poor performing companies stayed performing more worse than other companies, despite the fact that the economic climate in these years certainly was positive for most of the companies. 
If we compare the results of this research with the results of Kaplan, it is clear to see that the growth within both datasets is almost the same for American companies in the period 1980-1988 and the large Dutch companies in the period 2003-2007. In addition, it is striking to see that the largest American companies in the year 1988 were almost as big (7.6 billion) as the largest companies in the Netherlands in 2007 (8.2 billion). Beside that, the growth of the sales of Dutch companies in the period 2003 – 2007, are in line with those of Japan and the United States in the period 1980-1988, which varied between 5.9 percent for American companies, 6.5 percent for Japanese companies and also 6.5 percent for Dutch companies. 
Financial and growth data 

In the researches done by Kaplan and Gibson, the different growth indicators are of great importance. Therefore, in table 1.3 these growth indicators have been calculated for the Netherlands in the period 2003-2007. The calculation shows that small businesses grow faster in terms of sales and stock returns than large companies. This is explained by the fact that an autonomous growth of the stock price has a relatively greater impact on small businesses with low stock price, than on large companies with a higher stock price. In addition, small businesses can relatively easy increase there sales growth percentage through acquisitions of other companies, even though this may not be shocking in absolute numbers.

Large and small companies have an almost similar growth in the share price; 22 percent growth for small businesses against 20 percent growth for the large companies. But small companies have much higher growth rate when comparing the sales growth. These higher rates of growth of the small companies, also leads to a greater volatility, something that makes investing in these companies a lot more riskier than investing in de large companies. If we look at the financial stability, liquidity and exposure of the large and small companies, there are significant differences. With the dataset the current ratio, debt ratio and earnings assets ratios have been calculated. If regarding the current ratio, the ratio between short equity and current assets, it appears that small businesses have a current ratio of about 1.5, against almost 2 for the large companies. A healthy value of the current ratio is a value between 1.5 and 2, in so doing; it seems that the small businesses in terms of the current ratio do better than the big companies. We must, however, be taken into consideration that, within the dataset of small businesses great disparities exist in the current ratios. In some cases, the current ratio is far above the 2 itself, which refers to additional inventory, something that also might indicate a rapid deterioration in market conditions. Also, the small businesses are still less financed with debts, what might indicate that many small, publicly traded companies still largely are in the hands of the founding fathers.
If you look at the earning asset ratios of both groups, someone can clearly see that the large companies, in this area significantly perform better. The large companies have a positive earning/asset ratio of nearly 5 percent, where small companies on average have a negative value of 1.6 percent. This is mainly because almost 1/3 of the small businesses make a loss, while within the dataset of the large companies only a little more than 4 percent of the companies make a loss. In doing so, it seems that the small businesses are a volatile investment for investors. It is interesting to see if this also affects the level of manager turnover that later in this research will be examined.
If taking into account the pretax income of the different datasets, see table 1.4, it is clear that within the period of research there is a strong improvement in operating results. In total dataset almost 40 percent of the companies had a negative pre-tax income once or multiple times, in the period 2003-2007. However, in the course of the time, there are some improvements. In 2003 for example, three out of ten enterprises had a negative pretax income, in addition to 2007, where only 20 percent of the companies had a negative pre-tax income. If we consider the comparison between small and large companies, it is clear to see that the small businesses perform worse than large companies. Of the large companies almost 30 percent had a negative pre-tax income within the research period, while in the case of small companies almost 50 percent of the companies suffer from negative pre-tax incomes. In addition, the number of large companies that reported a negative pretax income went down from almost 20 percent in 2003 to 4 percent in 2007. Also within the small business there is an improvement of the reported pre-tax income statements, although the percentage only went down from 40 percent in 2003 to still more than 30 percent in 2007. Also, therefore, these figures show clearly that many small businesses struggling to grow there profits, while the sentiment in the period 2003-2007 definitely seems to be positive.
Manager turnover data
On average, a Dutch company employs approximately twelve managers. The majority of them are commissioners or procuration holders. The Dutch Board of directors on average holds three directors, the managing Director, financial Director and the operational Director. In many companies, this three reinforced with a commercial Director. In Dutch companies, most of the directors are executive, only 13 percent of the publicly traded companies also has various non-executive Directors in the service. For the research the dataset is split up between the CEO, CFO, and other directors, such as the operational Director, the commercial Director and directors of departments such as the legal department or for example the purchasing Department
The differences between the large and small businesses are minimal. The big companies have, in general, as expected, more managers in the service, on average fifteen within large companies against only nine in small companies. Beside that most small companies only have a CEO and CFO, where the large companies in general also have a COO and CCO. Also, it seems there is a greater turnover in the top of the large companies, only 4 percent of the top managers holds his current position for more than 10 years against more than 7 percent in small companies, see table 1.5.

In terms of age and tenure are, above all, large differences between the CEO and CFO. For example, on average the Dutch CEO is more than three years older than CFO in the Netherlands. In addition, CEOs of larger companies almost four years older than CEOs of smaller companies. The average age of a top manager in the Netherlands is 53 and a half, where the CEO of the major companies, is on average 56 and half years old and oldest of all managers. The CFO of the smaller companies is, with an average age of 48 years, the youngest top manager. Another important difference is the tenure of the top managers in the Netherlands. On average a top managers is six years in service, the CEO, however, is significantly longer in service than the average CFO, almost eight years for the CEO against less than five years for the CFO. Beside that the managers of large companies are on average longer in service than their colleagues in the smaller companies. The CEO of large companies is the longest period of time seated, with more than 8 and a half years in service, CFO of the small businesses is the shortest rectangle period in service, with only 4 and a half years in service, see table 1.6a. It seems that the CFOs is according to the shareholders, previously responsible for poor results, which means they have significantly shorter tenures at companies.
These figures are endorsed by of van Hezewijk (2006). Van Hezewijk noted that the CEOs of Dutch companies have longer tenures than other executives within Dutch companies. In a similar study of all managers in the Netherlands, he noted that in the period 2002-2006, the number of managers that resigned before there pension, fell from 80% in 2002 to 74% in 2006. In contrast, the CEO in 2006 in nearly 40% continued to operate until their retirement, which means that they have much higher job security than other managers. The average tenure of the Chairman of the Board was up a little more than two years in 1994 to more than seven years in 2006. He also noted that the total size of the board decreased over time. According to van Hezewijk, the Dutch CEO, in the period 2002-2006, geared potential problems to other managers, so that the CFO and other executives were dismissed earlier than the CEO.
If we compare the age and tenure of Dutch top managers with the age and tenure of the Japanese and American top executives, from the research of Kaplan, it appears that the Dutch top executives are much younger than their Japanese and American colleagues. For example, in Japan only approximately 26 percent of executives are under the age of 60 years and within the United States of America this figure is only 55 percent of all executives. However, in the Netherlands about 78 percent of the CEOs is under the age of 60 years old. In case of executives with title CFO, this rate is even almost 94 percent. In terms of age, therefore, the United States and the Netherlands are closer related, compared to the average age of the top executives in Japan. Kaplan describes in his research that the average age of the Japanese executive is much higher; this has primarily to do with the long term or lifetime nature or employment in Japan.
Even if we split the tenure of Dutch executives into different categories, see table 1.7, it is clear that the Dutch CFO is shorter in service than a Dutch CEO. Where about 40 percent of the Dutch CEOs is less than 5 years in service, this percentage is for the Dutch CFOs almost 67 percent. If we look at CEOs which are in service only for a short period (less than 3 years), the difference is even greater. Within the group of CEOs, only 24 percent is in service for less than 3 years, on the other hand, this percentage is almost 44 percent for Dutch CFOs. Compared to the Japanese and American executives, the Dutch executive’s tenure is comparable to that of the Japanese executive. The Dutch executives are therefore quite young in comparison to their American and Japanese colleagues; however, they hold the same position within their company for a long time period, something that probably indicates a bigger job guarantee than their colleagues in the United States of America and Japan. 
However, also in the Netherlands, the top executive gets sacked sometimes. In many cases in which the CEO is dismissed or leaves the company, it is difficult to find out what exactly was the reason of the manager turnover. The research shows that more than 40 percent of the Dutch CEOs that get fired lost his job in relation to personal reasons and/or disappointing results, see table 1.6b. In addition, almost 30 percent of the dismissed CEOs announced that they retire. Only about 15 percent of the CEOs resigned because of mergers, bankruptcies or switching jobs within the board of directors. In addition, it is striking that a lot of CEOs which do not yet met there retirement age of 65, announce that they will retire. The fact is that often a non specific reason is given why the CEO of the company leaves. This could be because the companies want to avoid any negative publicity about the manager turnover. The average age of a dismissed CEO is about 56.5 years, where this age is almost 63 years old for CEO that retires. 
Within Dutch firms almost all top managers are inside (executive) directors. Only a small part of the top managers is an outside or non-executive director. In the Netherlands the Board of directors consists of two or three Directors. The Chief Financial Officer (CFO); the Chief Executive Officer (CEO) and an Chief Operational or Commercial Officer (COO or CCO). In the case of large companies, there is an average of three officers, against two officers within the smaller firms, see table 1.8. The average age of a director within a Dutch listed company is about 54 years old. Within the small companies from the dataset the average age of the top manager is about 52 years old while this is about 57 years old within the large companies within the dataset. Especially in the age of the oldest Director there is a big distinction be directors of small versus large companies. The oldest Director within the large companies’ dataset is 76 years old, while the oldest Director working for a small company is only 66 years old. Generally speaking, it seems that the directors within the smaller organizations are a bit younger than their colleagues in the large companies. This is understandable because within the large organizations a longer career is necessary in order to get to the top positions. In addition, within the dataset of small companies more companies are founded only recently, while the founder is still working for the company. These founders are most of the time young people who set up a company and get listed on the stock exchange several years after been founded. In terms of turnover percentages, there are no real big differences between managers of large and small companies within the dataset. Each manager has approximately twenty percent chance of to get fired in a two year period. This percentage is much higher within the dataset of outside directors; however, given the relative small dataset this outcome is not significant to explain something. 
In comparison with the results of the study on Japanese and the American manager turnover, the ages of the Dutch top managers are the most similar compared to those of the American top managers. In the Japanese companies the average age of a top manager is around 64 years old, far above the average in the Netherlands and the United States. This could be because Japan has one of the highest life expectancy in the world, with almost 82 years old. This is in contrast to the Netherlands and the USA, where the average person only lives 79 and 78 years, according to the CIA world fact book 2009. If considering the level of manager turnover between top managers within Japan, USA and the Netherlands, once again the Dutch turnover rates are almost equal to the American figures. In Japan 28.5 percent of the top managers get fired, in a two years time frame, within the American top managers this percentage was only 23.3%. Therefore, despite the fact that more top managers get fired in Japan, they are generally much older than the Dutch and American managers. This implies that the Japanese managers overall have a longer tenure at a company, before they get promoted to the top levels of the organizations. Overall they would have longer careers and a longer life expectancy, which results in older top managers within Japanese companies. 
Regression analysis on age, tenure and manager turnover
Now that the various statistics of top managers in the Netherlands are compared with those in Japan and the USA and it is clear that some Dutch characteristics are almost equal to the characteristics in the countries like Japan and the USA, it is interesting to see how manager turnover is related to various performance measures. In order to better understand the relationship between the various performance measures and manager turnover, a regression analysis is made based on data out of the dataset. For the regression analysis is used a variety of (financial) sources. Most of the information comes from the annual reports of the Dutch listed companies and company databases such as Company.info and Thomson. The regression has been performed within excel, and it's up to 9 different variables, with a maximum of 6 years of data, that were available for all about 1,000 managers from the dataset. The research only made use of the managers in which al data was complete for the entire time period In addition, the research examines the differences between manager turnover in large and small companies and it’s examines the differences between manager turnover between CEOs and CFOs in general. Also in cases, where the dataset of large and small companies is examined, only the CEOs and CFOs of the Dutch listed companies are added to the dataset, all other directors are left outside the regression analysis. In order to prevent outliers to influence the results of the regression, the regression uses a variety of dummy variable, for example, age, tenure and the time period. In addition, the regression uses a decimal distribution, in order to better examine the percentages of turnover and prevent outliers to influence the regression analysis.
The study of Kaplan, which is the main research that has been used to compare the situation in the Netherlands in term of manager turnover related to performance measures. Within the study of Kaplan, there were found significant results for the regression between age and tenure against the degree of manager turnover in Japan and the USA. Kaplan therefore concluded that age and tenure influence the degree of resignation. In the regression analyses of Kaplan is used a 2 year time period, because most contracts of top managers in these countries tend to be closed for 2 years. To understand the results from the Dutch study and make them comparably with the results of the study of Kaplan, also within this study a 2 years time period is used. In table 1.9 results are shown from the regression analysis between age and tenure against the percentage of manager turnover in the Netherlands. 
The results of the regression analysis do not contain al lot of significant results, concerning the relationship between age and manager turnover. Only if the managers are 59 and 64 years old, there are significant outcomes. This probably has to do with the retirement ages in the Netherlands, where top managers globally stop working in the age of 60 or 65 years old. In the results is clear to see, that there are not many too significant results, but that there is a positive relationship between age and manager turnover. The reason why age and turnover in the Netherlands are less related can probably be explained from the Dutch labor laws. In the Netherlands older employee are protected by several laws, which protect older employees, from being dismissed. Usually the dismissal of older employees is more expensive than firing younger employees which have a shorter tenure at the company. This is in contrast to the United States, where labor laws are not so severe. If looking at the results of the regression analysis between the degree of tenure and dismissal, some more significant results can be found. Especially when tenure is 8 or more years, there is a large correlation with the turnover of top manager. This is understandable given the fact that after so many years the organization may need new impulses. This first part of the research shows that tenure has more explanatory power degree of resignation than age itself does. It is logical that an employee who is employed for a long time and becomes pretty old has more chance to get sacked. An older employee, which has only recently been employed at the company, has less change to be released soon after being employed.
Unvaried regression analysis between performance measures and manager turnover
Table 1.10 shows the unvaried regression analysis against several performance measures like; a change in sales, a change in stock price, a change in initial pre-tax income to assets, a change in pre-tax income to assets, when pre-tax income is smaller than-zero, change in debt ratio, initial debt ratio, quick ratio and change in the initial quick ratio. To find out which performance measure has the biggest impact on the level of turnover, for each performance measure one's single regression analysis is run. For the regression is made of the ordinary least square method, thus the results can be compared with those from the study of Kaplan and they are still easy to compare with each other.  The regression is split into two parts; the first one examines the regression for CEOs and the second part shows the regression estimates for the CFOs. 
The regression analysis results are generally as expected. This means that most of the signs are negative. However, there are remarkable differences observed between the groups CEOs and CFOs. In addition, not all performance measures have a significant impact on the degree of manager turnover. 
Within the CEOs regression analysis, significant results have been found in the performance measures like stock returns, initial pre-tax income to assets, the change in pre-tax income to assets, pre-tax in any given year is less than zero and the initial quick ratio. Thus, the regression between initial pre-tax income to assets and manager turnover and the regression between negative pre-tax income and manager dismissal are significant at the 1 percent level. Stock returns also appear to influence the level of CEOs turnover, with a significance level of 5 percent a 10 percent better performance in stock returns results in 16.7 percent smaller change to be fired. The regression analysis also shows that overall a 10 percent better performance in pre-tax income leads to a 21 percent drop in the likeliness to be fired (significant at 1 percent level). When pre-tax income is negative, there is 17.3 percent more chance to be fired within the total dataset, if looking to the different time periods, the regression estimates that in the first two periods this chance is around 8.2 percent (significant at 10 percent level) and for the last two periods this chance is 21.9 percent (significant at 1 percent level). The quick ratio also appears to affect the probability of CEO turnover. If the quick ratio, which tells something about the liquidity of the company, develops positively compared to quick ratio of other companies, a smaller change of manager turnover had been found. A 10% higher initial quick ratio results in an 8.3 percent lower possibility of CEO turnover. 

If comparing the results of the CEO research with the results of the research with CFO turnover, striking differences can be found. Thus, there are generally less significant results compared to the results of the CEOs. The main significant result is the link between manager turnover and sales. Where this relation was not significant for CEOs, it is significant within the research of the CFOs. Improving the sales by 10 percent would result in a 12 percent lower change of CFO turnover (at 10 percent significance level). Beside that, there are significant results found for the relationship between manager turnover and the initial pre tax income, the change in pre-tax income, and the change of the quick ratio. It seems that the pre-tax income had the biggest impact for manager turnover among CFOs. The results show that a 10 percent improvement of the pre-tax income results in 12.7 percent less change to be fired. According to this first part of the research the most important performance measures are different among the different functions of the top managers. Manager turnover among CEOs is more related to stock price and the improvements in liquidity performance measures, where manager turnover among CFOs is related to sales and to a lesser extend the change in liquidity performance measures. This could mean that the CFO is judged on the absolute level liquidity, whereas the CEO is judged more on the general liquidity improvements. 
In this study also a comparison between manager turnover in large and small companies has been made. Table 1.11 displays the results of the regression analysis between manger turnover and four different performance measures, namely, sales growth, stock price growth, initial pre tax income and the change in pre-tax income. Within the research several significant results have been found. If we look at the smaller companies in the Netherlands there is a significant relationship between the degree of manager turnover among top executives of these companies and the development of the share prices of the company. Besides that also the relationship between initial pre tax income, the change in pre-tax income and manager turnover are significant related. In addition, almost all signs seem negative, suggesting that a better performance results in a smaller change of getting dismissed. Thus the study shows that a 10 percent better development of share prices, relative to the development of the share prices of other firms in the dataset, leads to a almost 20 percent smaller change of manager turnover. Beside that also an improvement of the pre-tax income to assets and an increase of the initial pre tax income assets, leads to a smaller change of manager turnover. For example, a 10 percent pre-tax income increase results into a 19 percent lower change of getting dismissed. The percentile change of pre-tax income also indicates does not give a clear signal concerning manager turnover, because conflicting signals appear in the regression analysis. For example for the first period of the dataset a positive signs had been found, which should indicate that better performance leads to a higher degree of manager turnover, whereas this relation is negative again in de second period. So no clear conclusions can be made from this relationship. 
Within the dataset of large companies less significant correlation between manager turnover and performance measures have been found, compared to same the results from the research into the smaller companies. All results show the expected sign for the results, again a better performance leads to a lower percentage of manager turnovers among managers of large companies. The strongest relationship was found between manager turnover and the percentage increase in pre-tax income. A 10 percent greater increase in pre-tax income compared to competitors, leads to a 7.8 percent lower risk of manager turnover (significant at the 10% level). Also for sales growth a significant relationship with manager turnover exists. The second period of the study shows that 10 percent sales improvements lead to a 20 percent decrease of manager turnover (at 10 percent significance level). In addition, other performance measures also point to a decrease of manager turnover when companies show better results.

If the results of this study are compared with those of study of Kaplan is striking that the study of Kaplan almost the same (expected) signs for the correlation coefficients. Within the Kaplan's research less significant results have been found compared to the study into the Dutch situation. But the results that have been found are comparable with the results of the Dutch research. The results about manager turnover among Japanese managers’ shows that pre-tax income and sales are significant related to top manager turnover. For example, a 10 percent better performance in sales leads to a 14.3 percent lower chance of manager turnover (significant at 1% level). Other results show that if the pre-tax income in a given year is negative, this results in an 11.1 percent greater chance of manager turnover. If comparing the Japanese president, similar to the Dutch CEO, it appears that both the Japanese and the Dutch executive director turnover, is significantly related to pre tax income to assets performance measures, while for the other performance measures no real significant results have been found. 
The results from the study into American top managers differ on some points from the Dutch and Japanese top managers’ studies. Remarkably, for the American CEO significant results have been found between the degree of manager turnover and stock returns. This could logically be explained by the earlier conclusion from this study that indicated that the U.S. economy is mainly a market based economy, in which stock markets are more important. Unlike the Japanese and Dutch economy which are more bank driven economies and which does not really relays on stock markets. Beside that within the results of the American top managers, change in the pre-tax income is not significantly related to manager turnover, although manager turnover is significantly related to of the initial sales and pre tax income to assets performance measures. This shows that for American CEOs, beside stock performance, also pre tax income to assets is an important performance measure which influences the degree of manager turnover. 

If only the American executive directors are considered, roughly the same significant results have been found. Also for executive directors only, stock returns are important and also for the relationship between pre tax income and the degree of manager turnover significant results have been found. For example, a 10 percent worse performance of the stock return leads to a 7.4 percent greater change of getting dismissed (significant at 5 percent level) beside that a 10 percent slide of the pre tax income to assets leads to a 29.1 percent greater change of manager turnover among American executive directors (significant at 5 percent level).
Multivariable regression results

Besides an unvaried regression analysis also, a multivariable regression was run for all performance measures together also examined the multivariable regression analysis. In this regression analysis, the performance measures sales growth, stock returns, initial pre tax income and the change in pre tax income are included. Beside that also a dummy variable if pre tax income a given year is less than zero. The relationship between this performance measures and manager turnover has been examined. The study had been spilt in two parts. The fist part examines the differences in turnover between CEOs and CFOs, where in the second part a distinction is made for manager turnover among top managers of the large and smaller companies. 
The first part of the research shows that within the research about manager turnover among CEOs, only significant results were found the performance measure pre tax income to assets. Stock returns and sales growth does not seem to significantly explain manager turnover among CEOs. The research shows that when the pre tax income in any given year is less then zero there is a strong relationship to manager turnover among CEOs. Within the part where the CFO turnover is examined less significant results were found. In addition, the significant results which were found for CFO turnover, where in different performance measures compared to the results of the study to manager turnover among CEOs. There are several periods where sales growth and stock returns are significant related to CFO turnover. Also this results show again that a negative pre tax income raises the probability of manager turnover for top managers. The most significant relationship has been found between initial pre tax income and manager turnover, which is significant at the 1 percent level.
The research into the differences between managers in large and smaller companies shows even less significant results. The only significant relationship within the research into manager turnover among large companies is the relation between manager turnover and negative pre tax income. While other performance measures does not resulted in significant relations with manager turnover. For the smaller companies more significant results were found. It appears that stock returns, initial pre tax income to assets and a negative pre tax income, influence the possibility of manager turnover among top managers in small organizations. Here, too, the most significant results were found in the relation between negative pre tax income and possibility of manager turnover (significant at 1% level).

Kaplan also found less significant results within his multivariable regression equations. For Japanese manager for example, only the relationship between a negative pre tax income and manager turnover was significant while for American CEOs only significant results were found when taking sales growth into account. Only when a distinction was made between inside directors and executive directors more significant results can be found for manager turnover among American managers. It appears that for inside directors not only the sales growth, but also the change in pre tax income and the initial pre tax income leads to significant results. It also appears that if all Japanese managers in the dataset are included also the change in pre tax income becomes more important and which results into a significant relation with manager turnover. 

In general it can be stated that pre tax income mainly affects the degree of manager turnover among managers from the Netherlands, the United States of America and Japan. For Dutch top managers quite a lot significant relationships were found between various performance measures and the possibility of manager turnover. Many of the Dutch results are similar to those of the American and Japanese top managers. This support the statements of Kaplan’s research that manager turnover in the same degree is related to performance measures regardless the status of corporate governance in the country.
The survey shows that Dutch listed companies can be compared with American and Japanese companies. Some results are even remarkably similar. The big companies generally seem to outperform the smaller companies, which is also reflected in the manager turnover rates. It is also striking to see that Dutch CFOs appears to be much younger than the Dutch CEOs and top managers in America and Japan in general. These relatively young ages of the Dutch top managers could influence the degree of manager turnover and therefore affect the results of this study. But also when not testing on age, comparable results have been found for the relationship between performance and manager turnover. Overall, it appears that the results of the study, however, can be compared well with previous studies. This while the Dutch economy is very different compared to the American and Japanese economies. The Netherlands is an international orientated and exporting country that has a banking based economy, while America has a market based economy. Despite these differences, similar results have been found in both studies, which show that in all probability Kaplan, made some correct assumption when he published his first research about manager turnover in 1994.

Chapter 5: Conclusions
In this study attempted to examine the relationship between manager turnover in the Netherlands and the performance of Dutch listed companies in the period 2003-2007. For this comparison the researches of Kaplan from 1994 and 1997 are used. The purpose of this study was to determine whether the conclusions of Kaplan his research, that the corporate governance structure of a country does not influence the possibility of manager turnover, holds for the situation in the Netherlands. At the beginning of the research about Dutch manager turnover, the global evolution of corporate governance has been examined. It has been clear that corporate governance has emerged around the world, because a solution should be found for the situation where ownership and control of a company are separated. After shares markets increased in popularity, the situation of separated ownership and control occurred much more often. To solve the problems which occur when ownership and control are separated, many theories have been developed. The principal agent theory was an important theory that has first tried to find solutions for problems which are related to a separation between ownership and control. In addition, more and more theories distinguished the differences between internal and external corporate governance structures. Where internal corporate governance mechanisms mainly referring to the internal audit and control functions, and where external corporate governance mechanisms are primarily focused on the total market; the shareholders meeting, board and payment structures are examples of internal corporate governance structures. All researches about ownership structures, the capital market and takeover market are examples of studies into external corporate governance structures. 
The most important internal corporate governance mechanism might be stock payments, which popularity increased significantly since the 90s. Before 1990, most top managers were paid a regularly salary, but when stock markets increased in popularity also stock payments became a more important way to pay managers of a company.  This was caused by the fact that many businesses though that stock payments could be a solution which creates incentives for managers to act in favor of the company. Performance based payments should lead to better working force and more efficient organizations where managers act in favor of the stockholders instead of their own interests. Unfortunately stock payments did not solved all problems and ultimately resulted in a number of global incentive payments fraud cases. Companies like Ahold and Enron went almost bankrupt when top managers’ fraud in order to qualify for higher (performance based) bonuses. Those years showed that performance based incentive contracts in combination with a lack of adequate control, could lead to destructive situations within companies. Last decade companies focused more on internal control mechanisms, beside that many countries implemented several laws in order to avoid situations like Ahold and Enron.

External corporate governance structures deals the most with companies which under perform. If companies perform worse compared to their competitors, they automatically have a big change to be taken over by another company. It is therefore important for companies to run an efficient and effective company in order to prevent the company from a (hostile) takeover. Companies can protect themselves against hostile takeovers by defensive mechanisms like the poison pill or golden parachute, however, these constructions are complex and expensive to implement. The best way to prevent a company from being taken over is to keep the shareholders happy and perform better than the other companies in the market. Yet the threat of been taken over, is not sufficient to act in favor of the shareholders. There is still a change that managers choose short-term profits above more profitable long term projects. It is the top manager among the world, who has to deal with this kind of problems in order to secure his job and the future of the company.

Among the world big differences can be found between different countries. Historically the Britain and the United States of America have active markets for corporate control, where countries like the Netherlands and Germany are more bank centered economies. In the Netherlands and Germany block holders like the government, investment funds or families, hold big positions within companies which prevent the companies from being taken over. This results in less control rights for smaller shareholders, but also results in less capital liquidity for the companies.  In addition, some studies show that block holders within a listed company could negatively influence the performance of a company. Bank ownership would be positively related with the performance of a company and also results in a higher market value. Denis and McConnell (2003) did research about block holders around the world and concluded that block holders within the United States of America could benefit form private benefits of control. Therefore most of the block trades are priced at a premium. According to Denis and McConnell small shareholders are not really interested in the benefits of control because they diversify their total portfolio instead of trying to eliminating the risk of their individual shares. 

The Netherlands has a long tradition with corporate governance. The famous VOC was one of the first to act with the problem of separated ownership and control. Through creative thinking they were the first which made some corporate governance arrangements between the shareholders and directors of the VOC. Within the international world, the stock markets crashes of 1720 and 1929 were important milestones. These stock markets crashes globally resulted in new rules and laws, which should avoid new problems to arise. It usually took years before the confidence of shareholders in the listed companies was recovered. The past ten years showed again that corporate governance was not yet complete; scandals like Enron and Ahold, followed by a financial crisis, ensured that confidence in stock markets disappeared for the upcoming years. Recent developments in the world, creates opportunities for further research. How can the current crisis be compared to earlier depressions and should better corporate governance structures prevent us from depressions like the one we are in right now? The current investigation stops where the latest crisis began, namely 2007. The study is therefore probably examines several pretty ‘good’ years, because the Netherlands was recovering from an earlier crisis (IT bubble). It is therefore possible that the testing period influenced the possibility of manager turnover among Dutch managers; other or longer test periods might results in other turnover rates, because companies probably would perform worse.

In this study also different performance measures have been examined. The research tried to find out which performance measures are the most related to manager turnover among top managers. Worldwide sales, stock returns and pre tax income proved to be important performance measures for shareholders analyzing a company. Pre tax income looks like to be the most important performance measure globally. Several studies also made a distinction between internal and external manager turnover. Internal manager turnover is mostly caused by board of directors’ decisions and retirement; secondly external manager turnover is caused by, for example, mergers or take-over. Age also appeared to affect the degree of manager turnover and the appearance of block holders within a company generally results in lower possibilities of manager turnover. Other researches focused on small companies in which founders still work. Within these firms top manager turnover rarely exists, but once the companies grow the change of manager turnover grows even faster. 
In both the study of Kaplan and this Dutch study, the possibility of manager turnover is compared to various performance measures. Comparable studies have been done for many countries; within the results many similarities can be found. Most studies suggested that corporate governance structures influence may influence the total degree of manager turnover, but in all studies poorly performing CEOs and CFOs have bigger chances in getting dismissed than well-performing CEOs and CFOs. It also seems irrelevant in which country the top manager works, top executives face worldwide almost the same change of getting dismissed, when the performance of a company drops. Only within economies that are not yet fully privatized, performance and manager turnover are not directly related to each other. Beside that it appears that expectations might influence the possibility of manager turnover. High expectations of shareholders could in some countries result to higher manager turnover rates. 
The performance of an organization is also influenced by the structure of the company. There are two major business structures that are described in this study, the one-tier board system and the two-tier board system. Both systems have their own advantages and disadvantages and will affect the actions and thus the results of listed companies all around the world. The most devastating differences can be found if comparing Europe with the United States of America. The one-tier, Anglo-Saxon, board system had been implemented within the United States, where the two tier system is implemented in most European countries. The biggest difference is that within the one tier system most of the time they believe in the power of the shareholder, where the European companies most of the time believe in the power of the employee. Although there are big differences between the two systems, none of the systems outperformed the other system.

Another important point of research are the pay structures of top managers around the world. Kaplan did research into this subject and the relationship of it with manager turnover. For the study about Dutch manager turnover initially it is tried to figure out what the Dutch top executives earn and especially how much of these earnings are paid in shares. Unfortunately, the historical incomes of most top executives are not known, because companies only have to publish them in their annual reports since 2002 and this data is not recorded by any database at all. The Erasmus University published a research on top executive incomes in 2009, but unfortunately they were not willing to give any insights into the underlying data of the research, which may have made this research more valuable. 
Worldwide much research has been done on the relationship between top managers’ turnover and the optimal reward system for top managers. Various studies showed that a higher performance bonus is linked to an increased possibility of manager turnover when results are disappointing. Due to lack of data it has not been possible to test this hypothesis for the situation in the Netherlands. In future research it would be interesting to extend the research with pay structures and income statements of top executives. 
In the various studies an important distinction is made between absolute and relative performance standards. Besides the optimal performance standards, which consists absolute goals such as profit and turnover, also relative performance standards should be taken into account. For example, how company results develop compared to the results of the competitors. An important prerequisite for a proper pay structure is that it should be verifiable and both the manager as well as the board of directors or shareholders should be aware of any circumstances that have helped in shaping the final results. Even if the pay structures are put together in a right way, the results of a company still can fall to meet the expectations, which might cause top manager turnover. Several researches shown, that there are quite a few differences in the effectiveness of manager turnover around the world. In many countries it seems that firing a top manager at least boost (financial and stock market) results on the short term, but there are also enough countries where no positive relation can be found between firing a top managers and the results of the company afterwards. In the study of the Dutch top managers no comparison was made between the results before and after manager turnover. Therefore it is not clear if manager turnover in the Netherlands affects the performance of a company. In a follow-up study it would be interesting to determine whether manager turnover is useful and how it affects the financial and stock market results of a company. 
Within the latest part of the research specific research has been done into the characteristics of Dutch top managers, the results of Dutch listed companies and the level of manager turnover among Dutch top managers. The research about Dutch manager turnover is compared with the results of the study Kaplan in many ways. The chosen sample period, the years 2003 to 2007, as previously reported, seems to be five pretty good years in domestic and worldwide growth. Indeed, by 2003 the economy and stock markets started to climb from the valley to a point in 2008 that turned out to be highest one of the last decades. This could have influenced the results of the study and the comparison with the study of Kaplan. However, within this study is made use of decimal ranks, which prevent outliers to influence the results of the regression analysis. By applying this method it makes no difference whether it were five good or five bad years, because the performance of the businesses was compared to the performance of their competitors at the same timescale. Within the study, there is only made a distinction between CEOs and CFOs and between large and small businesses. It had been more accurate to compare companies with competitors from the same industry. However, given the limited amount of data this was not possible.
Besides the various similarities with the study of Kaplan, also a lot of remarkable results to can be found which gives a clear picture of Dutch listed companies and their managers. One of the first results which emerges, shows that despite the years 2003 to 2007 were pretty good years, the small Dutch companies generally performed pretty badly. On average the small Dutch companies showed a negative pre tax income to assets ratio. Beside that the profits of the large companies growth relatively much faster than the profits of the small companies. The poor earnings for the smaller companies are also reflected in poor financial stability ratios which have been examined for both the large and small companies in the Netherlands. The first results that were found in the research also showed a great similarity with the results of Kaplan, who did his research over the years 1980-1988 for the countries Japan and the United States of America. For example the big companies from the Netherlands in 2003 were almost as big as the biggest companies in America in 1988, beside that also great similarity can be found in sales growth and other performance standards. 
In terms of age, striking differences can be found between the ages in the United States, Japan and the Netherlands. For example, Dutch top managers are generally much younger than the American and Japanese top managers. This may come because within the Netherlands there are less hierarchical organizational structures, which prevent younger managers to reach the top of an organization at a younger age. Beside that, the Dutch data set consists data of all listed companies in the Netherlands, while for Japanese and American data, only data was added from the largest companies in the country. It seems logical that within large firms managers had longer tenures before reaching the top of the company, which will also imply higher average ages of these managers. The Dutch CFO appears to be the youngest manager group in the dataset, where the CEOs or mostly the oldest managers within the data set. 

Yet, in general, the possibilities of manager turnover do not differ a lot between the different companies. The Japanese manager turnover rates are highest, while also their average age is the highest within the different data sets. This underlines the view that Japanese managers need a long career before they reach the top of the company.
The last part of the research focuses on the results of the regression analysis. The regression analysis shows that age and tenure in the Netherlands are related to manager turnover, especially when manager are at the age of 60 and 65, significantly more managers get fired. This of course included retirements, but most of the time early retirements might be the results of bad performance.  Beside that, Dutch top managers also face higher turnover rates when they have longer tenures within the company. The main part of the research focused on performance standards, however. These have been extensively reviewed and tested. The main overall conclusion is that performance is indeed, in many ways, significantly related to manager turnover. Almost all regression analysis gave the expected negative signs, which shown that better performance of a company, results in smaller possibilities of manager turnover.  

CEOs of Dutch listed companies are mainly judged on share prices and virtually on all performance measures in which the pre tax incomes are used. This while for the Dutch CFOs a lot less significant results have been found. From the significant results that have been found can be concluded that a CFO in the Netherlands is judged on sales rather than stock prices. In addition, the CFOs seems to judged on their responsibilities for the liquidity of the company, while for CEOs no significant relationships were found in this area. 

Besides the distinction between CEOs and CFOs, the research also took a closer look at the differences between large and small companies in the Netherlands. It appears that many significant results were found for the smaller companies in the dataset, which shows implicitly that many top managers of small businesses have been fired because of overall poor performance of these smaller companies. This while within the large companies, managers are mainly judged on the developments of the pre tax income. A comparison with the study of Kaplan shows that almost all signs of both studies are the same. Within the research great similarities have been found between the two studies. Both researches showed almost the same relations between manager turnover and performance measures. The results that have been found are in line with the arguments of Kaplan, who stated that the relationship between manager turnover and the performance of a company is independent with the degree of corporate governance in a country. Of course some differences can be found between both studies, which are mainly related to dependence on stock prices. For example the Dutch top managers facing smaller changes of manager turnover when stock returns drop, while in stock returns influences the possibilities of manager turnover a lot. This could be explained by the some economically changes in market structures, but is does not change the conclusions of the research. Specific market characteristics can influence the degree of dependency on a specific performance measure but the trend that bad performance results in higher turnover does not change at all. 
The research that has been done to top manager turnover is one of the first studies that dealt specifically with the relationship between manager turnover and performance standards within the Netherlands. This probably has to do with that collection of the data, which is not really easy and takes a lot of time. However, this research demonstrated that the conclusions from the study of Kaplan can been closely compared to those of the study into situation of the Netherlands. This proves that the performance of Dutch listed companies, influence on the degree manager dismissal among top managers. In addition, the study found out that there are remarkable differences between smaller and larger firms and also when comparing the ages of the Dutch top managers, big differences can be found compared to averages ages of top managers among the world. The study gives an overview of the global evolution of corporate governance and in the Netherlands in particular. It is unfortunate that the study could not use the dataset of the Erasmus University, which had done research about the subject of top management rewards. Perhaps this data could have give more insight in the rewards systems for top managers in the Netherlands and would have shown how much stocks an average Dutch CEO or CFO have hold in the past. With this information more research could have been done on the subject of the relationship between rewards systems and manager turnover in the Netherlands and how these reward system are compared to rewards systems in other countries. It seems reasonable to think that within the Netherlands less stock payments have been done to top managers compared to American top managers, but unfortunately this comparison could not be made.  Another important drawback of the study is the limited dataset. Although the dataset covers all listed companies from which sufficient data was available, only slightly more than 100 companies were covered in the data set. Especially in when then companies were split in smaller data sets like the large and small companies, only limited data remained within the data set. This caused difficulties making age comparisons, because sometimes only a few managers per age group could be found within the data set. This is in contrast with studies where this research has been compared with, which mostly cover over 500 managers or more than eight years of data, instead of the five years of data that has been used in this study. 

Yet, this research gives a true and fair view of manager turnover in the Netherlands. This may be, because within the results several of significant results have been found. In addition, the results showed remarkable comparisons with the results of other studies suggesting that the sample accurately reflected the Dutch top managers’ performance and their degree of manager turnover. In a follow-up research it would still be interesting to see, if these relationships can also be found for managers of unlisted companies. However, this will be specific case studies, because these data is not available on database sites. All in all, the research has conclusively proven that the best way for managers to prevent them selves from getting fired, is outperform managers of other companies. Of course there will always be a reasons for manager turnover that stay hidden for the outside world, but looking at the historical comparisons it is easily to see, that manager turnover is almost always related to disappointing results of the company.
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Appendices
Table 1.0 Companies with a merger or acquisition in the period 2003-2007 
This table shows how many companies in the dataset have been acquired by other companies, how many companies have been merged or went bankrupt during the period 2003-2007.
	Netherlands
	N 
	% of total

	Category
	
	

	Total listed
	136
	

	No complete data
	7
	5.15

	New listed companies
	18
	13.43

	Merger/Acquisition
	5
	3.73

	Bankrupt
	2
	1.49


Table 1.1 Country of origin managers within the dataset
This table shows the countries of birth of top managers in the Netherlands. In addition, for each country is indicated whether it is the main or second position of the manager in charge.

	Country of origin
	Total number of managers 
	Main position
	Second position
	% of total

	Unavailable
	1
	0
	1
	0.1%

	Australia
	6
	4
	2
	0.5%

	Belgium
	38
	32
	6
	3.0%

	Brazil
	4
	4
	0
	0.3%

	Canada
	3
	2
	1
	0.2%

	China
	1
	1
	0
	0.1%

	Denmark
	1
	1
	0
	0.1%

	Germany
	36
	32
	4
	2.9%

	Philippines
	1
	1
	0
	0.1%

	Finland
	1
	1
	0
	0.1%

	France
	27
	25
	2
	2.2%

	Ghana
	1
	1
	0
	0.1%

	Greece
	1
	0
	1
	0.1%

	Hong Kong
	2
	2
	0
	0.2%

	Ireland
	2
	1
	1
	0.2%

	India
	6
	3
	3
	0.5%

	Indonesia
	3
	2
	1
	0.2%

	Iran
	2
	2
	0
	0.2%

	Israel
	1
	1
	0
	0.1%

	Italy
	3
	2
	1
	0.2%

	Japan
	1
	1
	0
	0.1%

	Yugoslavia
	1
	1
	0
	0.1%

	Kenya
	1
	1
	0
	0.1%

	Latvia
	2
	1
	1
	0.2%

	Lithuania
	2
	2
	0
	0.2%

	Malaysia
	3
	3
	0
	0.2%

	Morocco
	3
	3
	0
	0.2%

	Mauritius
	1
	1
	0
	0.1%

	Dutch Indies
	4
	3
	1
	0.3%

	Netherlands Antilles
	1
	1
	0
	0.1%

	Netherlands
	955
	724
	231
	76.2%

	Norway
	1
	1
	0
	0.1%

	Ukraine
	1
	1
	0
	0.1%

	Uzbekistan
	1
	1
	0
	0.1%

	Austria
	3
	3
	0
	0.2%

	Panama
	1
	1
	0
	0.1%

	Poland
	2
	1
	1
	0.2%

	Portugal
	2
	2
	0
	0.2%

	Senegal
	1
	1
	0
	0.1%

	Spain
	5
	5
	0
	0.4%

	Suriname
	2
	2
	0
	0.2%

	United States of America
	48
	41
	7
	3.8%

	United Kingdom
	52
	49
	3
	4.2%

	Venezuela
	1
	0
	1
	0.1%

	Zambia
	1
	1
	0
	0.1%

	South Africa
	5
	5
	0
	0.4%

	Sweden
	8
	8
	0
	0.6%

	Switzerland
	5
	5
	0
	0.4%

	Total
	1253
	985
	268
	


Table 1.2 Figures of sales and Market value of equity (Mln €) 
This table shows the mean and median of the sales, market value and pre tax income to assets of the 136 publicly traded companies from the dataset. In the bottom two panels, a distinction is made between large and small companies. Large companies are companies, within this dataset, that represent a turnover of more than EUR 500 million per year.
	Total dataset Year 2003

	
	Mean
	Median
	Std. Deviation

	Sales (€ M)
	5,595
	350
	20,784

	Market value of equity (€ M)
	3,765
	138
	15,846

	current or pre tax income to assets (%) 
	-2.63
	3.18
	29.17

	current or pre tax income to sales (%) 
	-32.48
	2.28
	260.03

	Total dataset Year 2007

	
	Mean
	Median
	Std. Deviation

	Sales 2007 (€ M)
	7,092
	524
	29,677

	Market value of equity (€ M) 
	5,242
	455.53
	20,077

	current or pre tax income to assets (%) 
	1.17
	6.90
	42.13

	current or pre tax income to sales (%) 
	-50.23
	6.13
	521.12


	Dataset large companies Year 2003

	
	Mean
	Median
	Std. Deviation

	Sales (€ M)
	12,272
	1,949
	29,775

	Market value of equity (€ M)
	8,217
	711.70
	22,949

	current or pre tax income to assets (%) 
	3.38
	3.82
	7.10

	current or pre tax income to sales (%) 
	3.61
	2.85
	6.47

	Dataset large companies Year 2007

	
	Mean
	Median
	Std. Deviation

	Sales (€ M)
	15,463
	2,651
	42,9678

	Market value of equity (€ M)
	11,176
	1,408
	28,952

	current or pre tax income to assets (%)
	8.38
	6.96
	6.50

	current or pre tax income to sales (%)
	8.68
	6.24
	9.10

	Dataset small companies Year 2003

	
	Mean
	Median
	Std. Deviation

	Sales (€ M)
	103
	62
	115

	Market value of equity (€ M) 
	108
	33
	196

	current or pre tax income to assets (%) 
	-7.67
	3.12
	38.64

	current or pre tax income to sales (%) 
	-63.24
	1.78
	352.62

	Dataset small companies Year 2007

	
	Mean
	Median
	Std. Deviation

	Sales (€ M) 
	206
	111
	299

	Market value of equity (€ M)
	366
	101
	891

	current or pre tax income to assets (%) 
	-4.99
	6.50
	56.58

	current or pre tax income to sales (%) 
	-100.50
	6.18
	708.71


Table 1.3 Figures of returns, growth and income (%) 
This table is shows the mean and median of various performance standards of the 136 companies from the dataset. The data have been obtained from the annual reports and/or through various third-party websites such as company.info and Thomson. The figures are displayed split into two parts. The first part deals with the means and medians of the entire dataset, the 2nd section makes a distinction between large and small businesses.
Total dataset

	Total dataset Growth data 2003-2007 

	
	Mean
	Median
	Std. Deviation

	Stock Returns
	0.2140
	0.1715
	0.2139

	Sales Growth
	0.1903
	0.0930
	0.4159

	Change pre-tax income to assets
	0.0095
	0.0067
	0.1039

	Initial pre-tax income to assets
	0.0289
	0.0551
	0.1613

	Current Ratio
	1.7759
	1.4175
	1.38725

	Debt Ratio
	.4138
	.4010
	.24862

	Earnings/Assets Ratio
	0.0138
	0.0399
	0.1659

	∆ Earnings/Assets 
	0.0169
	0.0117
	0.1189


Distinction between large and small companies

	Dataset large companies Growth data 2003-2007 

	
	Mean
	Median
	Std. Deviation

	Stock Returns
	0.2033
	0.1392
	0.1624

	Sales Growth
	0.0650
	0.0735
	0.1097

	Change pre-tax income to assets
	0.0127
	0.0650
	0.0224

	Initial pre-tax income to assets
	0.0600
	0.0554
	0.0478

	Current Ratio
	1.4663
	1.3617
	.66421

	Debt Ratio
	.4998
	.4620
	.24287

	Earnings/Assets Ratio
	0.0490
	0.0432
	0.0457

	∆ Earnings/Assets 
	0.0177
	0.0115
	0.0252


	Dataset small companies Growth data 2003-2007

	
	Mean
	Median
	Std. Deviation

	Stock Returns
	0.2215
	0.1841
	0.2530

	Sales Growth
	0.2973
	0.1048
	0.5366

	Change pre-tax income to assets
	0.0067
	0.0069
	0.1406

	Initial pre-tax income to assets
	0.0022
	0.0541
	0.2125

	Current Ratio
	2.0281
	1.5225
	1.73776

	Debt Ratio
	.3413
	.2960
	.2317

	Earnings/Assets Ratio
	-0.0163
	0.0399
	0.2185

	∆ Earnings/Assets 
	0.0162
	0.0123
	0.16096


Table 1.4 Pre-tax income smaller than zero
This table shows a detailed list of years in which businesses had a pre-taxi income smaller than zero. The table shows per year, whether there is a negative pre tax income or not. The results are grouped in the three main dataset; the total dataset, large companies and small companies. 
Total dataset

	Pretax Income smaller than zero total dataset

	
	Cases

	
	Yes
	No

	
	N
	Percent
	N
	Percent

	Pre tax income smaller than zero is one or more years
	39
	38.2%
	63
	61.8%

	Pre tax income smaller than zero 2003 
	30
	29.4%
	72
	70.6%

	Pre tax income smaller than zero 2004 
	20
	19.6%
	82
	80.4%

	Pre tax income smaller than zero 2005 
	16
	15.7%
	86
	84.3%

	Pre tax income smaller than zero 2006 
	16
	15.7%
	86
	84.3%

	Pre tax income smaller than zero 2007 
	19
	18.6%
	83
	81.4%


Distinction between large and small companies
	Pretax Income smaller than zero dataset large companies

	
	Cases

	
	Yes
	No

	
	N
	Percent
	N
	Percent

	Pre tax income smaller than zero is one or more years
	13
	27.7%
	34
	72.3%

	Pre tax income smaller than zero 2003 
	9
	19.1%
	38
	80.9%

	Pre tax income smaller than zero 2004 
	6
	12.8%
	41
	87.2%

	Pre tax income smaller than zero 2005 
	4
	8.5%
	43
	91.5%

	Pre tax income smaller than zero 2006 
	4
	8.5%
	43
	91.5%

	Pre tax income smaller than zero 2007 
	2
	4.3%
	45
	95.7%


	Pretax Income smaller than zero dataset small companies

	
	Cases

	
	Yes
	No

	
	N
	Percent
	N
	Percent

	Pre tax income smaller than zero is one or more years
	26
	47.3%
	29
	52.7%

	Pre tax income smaller than zero 2003 
	21
	38.2%
	34
	61.8%

	Pre tax income smaller than zero 2004 
	14
	25.5%
	41
	74.5%

	Pre tax income smaller than zero 2005 
	12
	21.8%
	43
	78.2%

	Pre tax income smaller than zero 2006 
	12
	21.8%
	43
	78.2%

	Pre tax income smaller than zero 2007 
	17
	30.9%
	38
	69.1%



Table 1.5 Managers within Dutch companies
This table shows the mean and median of the total number of managers per companies. The dataset consists of 136 Dutch listed companies with a total of 1253 managers. The table consists different positions which managers could hold within a Dutch company. The information is mainly from annual reports and company databases such as company.info and Thomson.

	
	Total dataset
	Small companies
	Large companies

	
	Mean
	Median
	Mean
	Median
	Mean
	Median

	Number of directors
	12.1980
	7
	9.2364
	4
	15.7174
	13

	Commissioner
	4.5743
	4
	4.0000
	4
	5.2391
	6

	Procuration
	4.0693
	1
	2.7273
	2
	5.6739
	1

	Directors
	3.5545
	2
	2.5091
	2
	4.8043
	3

	
	
	
	
	
	
	

	Number of outside directors
	0.4257
	0
	0.1273
	0
	0.7826
	1

	Number of inside directors
	3.1287
	2
	2.3818
	2
	4.0217
	3

	
	
	
	
	
	
	

	% companies with outside directors
	0.1287
	0
	0.1273
	0
	0.1304
	0

	
	
	
	
	
	
	

	Number of directors joining position before 1997
	0.1003
	0
	0.1232
	0
	0.1377
	0

	Number of directors joining position before 1993
	0.0529
	0
	0.0725
	0
	0.0407
	0


Table 1.6a Age and Tenure of Dutch top managers
	Total dataset
	Title

	
	CEO
	CFO
	Other
	Total

	
	Mean
	Median
	Std. Dev.
	Mean
	Median
	Std. Dev.
	Mean
	Median
	Std. Dev.
	Mean
	Median
	Std. Dev.

	Age
	54.29
	54.06
	7.34
	50.68
	50.48
	5.67
	54.46
	53.67
	8.18
	53.55
	52.84
	7.59

	tenure in current position
	7.70
	7.00
	5.71
	4.95
	4.00
	3.89
	5.41
	4.00
	5.21
	5.95
	5.00
	5.20

	Large companies
	Title

	
	CEO
	CFO
	Other
	Total

	
	Mean
	Median
	Std. Dev.
	Mean
	Median
	Std. Dev.
	Mean
	Median
	Std. Dev.
	Mean
	Median
	Std. Dev.

	Age
	56.51
	56.23
	6.93
	52.92
	51.22
	5.58
	55.62
	54.19
	8.31
	55.28
	53.94
	7.64

	tenure in current position
	8.61
	8.00
	6.13
	5.35
	5.00
	4.05
	5.03
	3.00
	4.79
	5.84
	5.00
	5.15

	Small companies
	Title

	
	CEO
	CFO
	Other
	Total

	
	Mean
	Median
	Std. Dev.
	Mean
	Median
	Std. Dev.
	Mean
	Median
	Std. Dev.
	Mean
	Median
	Std. Dev.

	Age
	52.40
	53.01
	7.22
	48.14
	47.92
	4.67
	50.98
	51.32
	6.75
	50.75
	50.89
	6.63

	tenure in current position
	6.93
	5.50
	5.26
	4.50
	4.00
	3.70
	6.57
	4.00
	6.30
	6.13
	5.00
	5.32


This table shows the age and tenure of managers who are employed at Dutch listed companies. The averages shown are divided in the categories; CEOs, CFO and other managers. For the analysis are used the 1253 managers of the 136 listed companies in the dataset. The dataset is also split up in the categories large and small companies as done in the other analysis. 
Table 1.6b Reasons of CEO turnover and age at turnover
This table provides a summary of the reasons why Dutch managers get fired. For each each resigned manager is investigated how and why the manager left the company. For the investigation there is made use of various sources on the Internet, mostly official press releases of the companies. This research is carried out only for the CEOs. In addition, there is also looked to the age of the respective officers at the time of his resignation.

	Reason
	Percentage
	

	Financial problems/personal reason
	40.94%
	

	Pension
	28.35%
	

	Different
	11.81%
	

	Fusion/bankrupt
	7.09%
	

	other function within board
	6.30%
	

	Fraud
	5.51%
	

	
	
	

	Average age
	Median
	Std. Dev.

	56.57
	56.50
	6.88


Table 1.7 Distribution of age and tenure between different types of Dutch executives
This table displays manager turnover among different age categories. There is made a distinction between the CEOs, CFOs and other managers. The second panel shows how long the manager tenure at the date of termination. For the analysis are used the 356 managers who resigned in the period 2003-2007, within the the dataset of 1253 managers from 136 Dutch listed companies.
	Age at beginning of the year
	Title

	
	CEO
	 
	CFO
	 
	Other
	 
	Total
	 

	50 or less
	25.00%
	25.00%
	46.91%
	46.91%
	30.86%
	30.86%
	32.87%
	32.87%

	51 to 55
	29.00%
	54.00%
	30.86%
	77.78%
	27.43%
	58.29%
	28.65%
	61.52%

	56 to 60
	24.00%
	78.00%
	16.05%
	93.83%
	17.71%
	76.00%
	19.10%
	80.62%

	61 to 63
	10.00%
	88.00%
	3.70%
	97.53%
	9.14%
	85.14%
	8.15%
	88.76%

	64 to 66
	9.00%
	97.00%
	1.23%
	98.77%
	5.71%
	90.86%
	5.62%
	94.38%

	67 to 70
	1.00%
	98.00%
	1.23%
	100.00%
	5.14%
	96.00%
	3.09%
	97.47%

	71 to 75
	1.00%
	99.00%
	 
	 
	2.86%
	98.86%
	1.69%
	99.16%

	Greather than 75
	1.00%
	100.00%
	 
	 
	1.14%
	100.00%
	0.84%
	100.00%

	Number of observations
	100
	81
	175
	356

	
	
	
	
	


	Tenure at beginning of year
	Title

	
	CEO
	 
	CFO
	 
	Other
	 
	Total
	 

	
	
	
	
	
	
	
	
	

	Less than 3 years
	24.00%
	24.00%
	44.44%
	44.44%
	49.14%
	49.14%
	41.01%
	41.01%

	
	
	
	
	
	
	
	
	

	3 to 5 Years
	17.00%
	41.00%
	22.22%
	66.67%
	23.43%
	72.57%
	21.35%
	62.36%

	
	
	
	
	
	
	
	
	

	5 to 8 Years
	21.00%
	62.00%
	18.52%
	85.19%
	8.00%
	80.57%
	14.04%
	76.40%

	
	
	
	
	
	
	
	
	

	More than 8 years
	38.00%
	100.00%
	14.81%
	100.00%
	19.43%
	100.00%
	23.60%
	100.00%

	
	
	
	
	
	
	
	
	

	Number of observations
	100
	81
	175
	356


Table 1.8 Cross sectional and panel data about age of executive directors. 
This table is used to display the mean and median of the number of executive directors per company. In addition, the mean and median of the age of the youngest and oldest executive Director from the dataset are shown. For this panel are used the executive directors from the dataset of the 136 Dutch listed companies. The 2nd panel shows the percentages of the distinction between inside and outside directors and their turnover rates.
Cross sectional data 

	
	Total dataset
	Small companies
	Large companies

	
	Mean
	Median
	Mean
	Median
	Mean
	Median

	Directors
	3.56
	2
	2.51
	2
	4.80
	3

	

	Number of inside directors
	10.94
	7
	8.51
	6
	13.81
	11

	

	Age median representative / executive director
	54.29
	54
	52.4
	53
	56.51
	56

	

	Age oldest representative / executive director
	75.66
	76
	66.1
	66
	75.66
	76

	

	Age youngest representative / executive director
	45.16
	47
	44.31
	47
	46.96
	48


Panel data 2 year period:

	
	Total dataset
	Large companies
	Small companies

	Percentage representative / executive director turnover 
	0.22
	0.21
	0.24
	0.21
	0.19
	0.20

	

	Percentage inside director turnover
	0.22
	0.21
	0.22
	0.20
	0.20
	0.21

	

	Percentage outside director turnover*
	0.28
	0.28
	0.33
	0.33
	0.00
	0.00


* only small part of dataset

Table 1.9 Regression estimates the probability of manager turnover, age and tenure.
This table shows results of the regression analysis of the probability of turnover of the top executive over a two year period as a function of age and tenure. The regression estimates the regression coefficients for all executive directors of the 136 Dutch listed firms within the dataset. Dummy variables are included for executive ages (55 tot 65), and two additional variables are added for ages lower than 55 and higher than 65. In the second panel dummy variable are added for tenures between 1 to 8 years, and one additional variable is added for tenures above 8 years. 
	Independent variables
	Coeff
	S.E.
	R2

	
	
	
	

	Age < 55
	0.017
	0.128
	0.002

	Age 55
	-0.163
	0.215
	0.103

	Age 56
	0.121
	0.250
	0.045

	Age 57
	0.318
	0.391
	0.117

	Age 58
	-0.182
	0.229
	0.096

	Age 59
	0.59810
	0.402
	0.307

	Age 60
	0.672
	0.694
	0.190

	Age 61
	*
	*
	*

	Age 62
	0.769
	2.665
	0.077

	Age 63
	0.636
	0.506
	0.165

	Age 64
	1.34610
	0.333
	0.942

	Age 65
	*
	*
	*

	Age > 65
	0.531
	0.457
	0.130

	

	Tenure 1 year
	0.147
	0.111
	0.163

	Tenure 2 years
	0.161
	0.210
	0.061

	Tenure 3 years
	-0.6095
	0.243
	0.411

	Tenure 4 years
	0.225
	0.327
	0.050

	Tenure 5 years
	0.5845
	0.226
	0.426

	Tenure 6 years
	0.126
	0.208
	0.044

	Tenure 7 years
	0.091
	0.201
	0.022

	Tenure 8 years
	0.70310
	0.397
	0.281

	Tenure > 8 years
	0.4705
	0.210
	0.358

	* not enough available data. 

	5significant at the 5% level, 10 Significant at the 10% level. 


Table 1.10 Regression estimates the probability of manager turnover related with different performance measures

This table shows the regression estimates of the probability of manager turnover related to a change in sales, a change in stock price, a change in initial pre-tax income, a change in pre-tax income, when pre-tax income is smaller than zero, change in debt ratio, initial debt ratio, change in quick ratio and the initial quick ratio. For all these performance measures a unvaried regression is run. This means that for each separate performance measure a individual regression is run for the probability of manager turnover related to the performance measure. There is made a distinction between CEO turnover and CFO turnover.
	Turnover of top executives in the Netherlands

	Independent variables
	CEO Turnover
	CFO Turnover

	
	Coefficient
	S.E.
	R2
	Coefficient
	S.E.
	R2

	

	Sales Total
	-0.024
	0.045
	0.035
	-0.12010
	0.078
	0.229

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Sales t-2 to t
	-0.030
	0.055
	0.036
	-0.011
	0.102
	0.002

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Sales t-4 to t-2
	-0.006
	0.030
	0.005
	-0.2595
	0.131
	0.329

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	 

	

	

	Stock Total
	-0.1675
	0.084
	0.329
	-0.101
	0.089
	0.139

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Stock t-2 to t
	-0.10110
	0.059
	0.271
	-0.023
	0.090
	0.008

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Stock t-4 to t-2
	-0.2515
	0.106
	0.411
	-0.171
	0.129
	0.180

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	 

	

	

	Initial pre-tax income
	-0.2101
	0.041
	0.764
	-0.12710
	0.072
	0.280

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Initial pre-tax income t-2 to t
	-0.094
	0.082
	0.142
	-0.031
	0.098
	0.013

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Initial pre-tax income t-4 to t-2
	-0.3151
	0.059
	0.779
	-0.23110
	0.126
	0.294

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	1 Significant at the 1% level, 5significant at the 5% level, 10 Significant at the 10% level


	

	


Follow up table 1.10
	Turnover of top executives in the Netherlands

	Independent variables
	CEO Turnover
	CFO Turnover

	
	Coefficient
	S.E.
	R2
	Coefficient
	S.E.
	R2

	

	Change pre-tax income
	-0.10510
	0.073
	0.204
	-0.12010
	0.068
	0.282

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Change pre-tax income t-2 to t
	-0.1555
	0.077
	0.337
	-0.12010
	0.079
	0.225

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Change pre-tax income t-4 to t-2
	-0.047
	0.078
	0.043
	-0.1645
	0.071
	0.401

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	 

	

	

	Pre-tax income smaller than zero
	0.1731
	0.045
	0.045
	0.032
	0.063
	0.001

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Pre-tax income smaller than zero t-2 to t
	0.08210
	0.060
	0.010
	0.005
	0.071
	0.000

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Pre-tax income smaller than zero t-4 to t-2
	0.2191
	0.050
	0.091
	0.110
	0.114
	0.010

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	 

	

	

	Change debt-ratio 
	-0.026
	0.077
	0.014
	0.101
	0.093
	0.128

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Change debt ratio t-2 to t
	-0.027
	0.221
	0.002
	0.077
	0.141
	0.036

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Change debt ratio t-4 to t-2
	-0.008
	0.126
	0.000
	0.069
	0.186
	0.017

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	 1 Significant at the 1% level, 5significant at the 5% level, 10 Significant at the 10% level


	

	


Follow up table 1.10
	Turnover of top executives in the Netherlands

	Independent variables
	CEO Turnover
	CFO Turnover

	
	Coefficient
	S.E.
	R2
	Coefficient
	S.E.
	R2

	

	Initial debt-ratio
	0.016
	0.060
	0.009
	0.046
	0.132
	0.015

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Initial debt ratio t-2 to t
	-0.020
	0.066
	0.012
	0.046
	0.127
	0.016

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Initial debt ratio t-4 to t-2
	0.050
	0.113
	0.024
	0.046
	0.211
	0.006

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	 

	

	

	Change quick-ratio 
	-0.005
	0.054
	0.001
	-0.035
	0.077
	0.025

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Change quick-ratio t-2 to t
	0.089
	0.086
	0.118
	0.102
	0.113
	0.092

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Change quick-ratio t-4 to t-2
	-0.099
	0.120
	0.080
	-0.13910
	0.129
	0.237

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	 

	

	

	Initial quick-ratio
	0.08310
	0.055
	0.218
	0.002
	0.071
	0.000

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Initial quick-ratio t-2 to t
	-0.017
	0.058
	0.011
	-0.041
	0.088
	0.026

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Initial quick-ratio t-4 to t-2
	0.1545
	0.083
	0.301
	0.090
	0.105
	0.083

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Observations
	281-400
	212-295

	
	
	


1 Significant at the 1% level, 5significant at the 5% level, 10 Significant at the 10% level 

Table 1.11 Regression estimates the probability of manager turnover related with different performance measures

This table shows the regression estimates of the probability of manager turnover related to a change in sales, a change in stock price, a change in initial pre-tax income, a change in pre-tax income, For all these performance measures a unvaried regression is run. This means that for each separate performance measure a individual regression is run for the probability of manager turnover related to the performance measure. There is made a distinction between top managers of small and large companies.

	Turnover of top executives in the Netherlands

	

	Independent variables
	Turnover in small companies
	Turnover in large companies

	
	Coefficient
	S.E.
	R2
	Coefficient
	S.E.
	R2

	Sales Total
	0.003
	0.105
	0.000
	-0.082
	0.081
	0.114

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Sales t-2 to t
	0.092
	0.146
	0.047
	-0.076
	0.109
	0.058

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Sales t-4 to t-2
	-0.085
	0.208
	0.021
	-0.19810
	0.111
	0.283

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	 

	

	Stock Total
	-0.19910
	0.111
	0.286
	-0.045
	0.055
	0.075

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Stock t-2 to t
	0.052
	0.129
	0.020
	-0.075
	0.106
	0.059

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Stock t-4 to t-2
	-0.4845
	0.174
	0.492
	0.061
	0.097
	0.047

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	  1 Significant at the 1% level, 5significant at the 5% level, 10 Significant at the 10% level

	


Follow up table 1.11
	 

	

	Initial pre-tax income
	-0.1875
	0.083
	0.388
	-0.004
	0.050
	0.001

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Initial pre-tax income t-2 to t
	0.015
	0.086
	0.004
	0.042
	0.068
	0.045

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Initial pre-tax income t-4 to t-2
	-0.5481
	0.149
	0.629
	-0.083
	0.124
	0.052

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	 



	

	Change pre-tax income
	0.0855
	0.071
	0.152
	-0.07810
	0.056
	0.194

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Change pre-tax income t-2 to t
	0.1785
	0.062
	0.511
	-0.11010
	0.064
	0.267

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Change pre-tax income t-4 to t-2
	-0.26210
	0.182
	0.207
	-0.123
	0.132
	0.098

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	 1 Significant at the 1% level, 5significant at the 5% level, 10 Significant at the 10% level

	


Table 1.12 Multivariate regression estimates the probability of manager turnover related with different performance measures

A multivariate regression is run which estimates the probability of manager turnover related to several performance measures like sales growth, stock returns, initial pre-tax income, change in pre-tax income and when initial pre-tax income is smaller than zero. In the regression analysis a distinction is made between the results from the multivariate regression in CEOs and CFOs. The dataset takes into account all CEOs and CFOs, and the financial variables of the 136 listed companies in the Netherlands.
	Turnover of top executives in the Netherlands

	

	Independent variables
	Turnover of CEOs
	Turnover of CFOs

	
	Coefficient
	S.E.
	Coefficient
	S.E.

	Sales Total
	0.052
	0.042
	-0.035
	0.046

	
	
	
	
	

	
	
	
	
	

	Sales t-2 to t
	0.112
	0.102
	-0.007
	0.127

	
	
	
	
	

	
	
	
	
	

	Sales t-4 to t-2
	0.048
	0.042
	-0.07410
	0.054

	
	
	
	
	

	
	
	
	
	

	 

	

	Stock Total
	-0.001
	0.048
	-0.065
	0.079

	
	
	
	
	

	
	
	
	
	

	Stock t-2 to t
	0.086
	0.061
	0.06610
	0.093

	
	
	
	
	

	
	
	
	
	

	Stock t-4 to t-2
	-0.088
	0.083
	-0.055
	0.155

	
	
	
	
	

	
	
	
	
	

	 

	

	Initial pre-tax income
	-0.0025
	0.001
	-0.125
	0.253

	
	
	
	
	

	
	
	
	
	

	Initial pre-tax income t-2 to t
	0.002
	0.002
	0.250
	0.263

	
	
	
	
	

	
	
	
	
	

	Initial pre-tax income t-4 to t-2
	-0.00210
	0.002
	-1.4381
	0.582

	
	
	
	
	

	
	
	
	
	

	 1 Significant at the 1% level, 5significant at the 5% level, 10 Significant at the 10% level

	


Follow up table 1.12
	 

	

	Change pre-tax income
	0.0035
	0.002
	0.003
	0.002

	
	
	
	
	

	
	
	
	
	

	Change pre-tax income t-2 to t
	0.0015
	0.002
	0.002
	0.002

	
	
	
	
	

	
	
	
	
	

	Change pre-tax income t-4 to t-2
	0.0251
	0.007
	0.005
	0.009

	
	
	
	
	

	
	
	
	
	

	 

	

	Initial pretax income smaller 0
	0.1245
	0.054
	0.011
	0.085

	
	
	
	
	

	
	
	
	
	

	Initial pretax income smaller 0
	0.0965
	0.076
	0.071
	0.098

	
	
	
	
	

	
	
	
	
	

	Initial pretax income smaller 0
	0.3001
	0.078
	-0.090
	0.157

	
	
	
	
	

	
	
	
	
	

	 1 Significant at the 1% level, 5significant at the 5% level, 10 Significant at the 10% level

	


Table 1.13 Regression estimates the probability of manager turnover related with different performance measures

A multivariate regression is run which estimates the probability of manager turnover related to several performance measures like sales growth, stock returns, initial pre-tax income, change in pre-tax income and when initial pre-tax income is smaller than zero. In the regression analysis a distinction is made between the results from the multivariate regression for large and small companies. The dataset takes into account all CEOs and CFOs, and the financial variables of the 136 listed companies in the Netherlands.
	Turnover of top executives in the Netherlands

	

	Independent variables
	Turnover of large companies
	Turnover of small companies

	
	Coefficient
	S.E.
	Coefficient
	S.E.

	Sales Total
	-0.181
	0.144
	0.015
	0.035

	
	
	
	
	

	
	
	
	
	

	Sales t-2 to t
	-0.027
	0.192
	0.076
	0.084

	
	
	
	
	

	
	
	
	
	

	Sales t-4 to t-2
	-0.4015
	0.227
	-0.028
	0.040

	
	
	
	
	

	
	
	
	
	

	 

	

	Stock Total
	0.023
	0.072
	-0.024
	0.054

	
	
	
	
	

	
	
	
	
	

	Stock t-2 to t
	0.043
	0.087
	0.1045
	0.061

	
	
	
	
	

	
	
	
	
	

	Stock t-4 to t-2
	0.117
	0.136
	-0.2115
	0.115

	
	
	
	
	

	
	
	
	
	

	 

	

	Initial pre-tax income
	0.000
	0.000
	0.0025
	0.001

	
	
	
	
	

	
	
	
	
	

	Initial pre-tax income t-2 to t
	0.000
	0.000
	0.0021
	0.001

	
	
	
	
	

	
	
	
	
	

	Initial pre-tax income t-4 to t-2
	-0.009
	0.008
	-0.00035
	0.003

	
	
	
	
	

	
	
	
	
	

	 1 Significant at the 1% level, 5significant at the 5% level, 10 Significant at the 10% level

	


Follow up table 1.13
	 

	

	Change pre-tax income
	0.002
	0.002
	0.001
	0.001

	
	
	
	
	

	
	
	
	
	

	Change pre-tax income t-2 to t
	0.001
	0.003
	0.001
	0.001

	
	
	
	
	

	
	
	
	
	

	Change pre-tax income t-4 to t-2
	0.006
	0.009
	0.003
	0.006

	
	
	
	
	

	
	
	
	
	

	 

	

	Initial pretax income smaller 0
	0.10510
	0.066
	0.1651
	0.058

	
	
	
	
	

	
	
	
	
	

	Initial pretax income smaller 0
	0.2451
	0.081
	0.032
	0.064

	
	
	
	
	

	
	
	
	
	

	Initial pretax income smaller 0
	-0.18110
	0.136
	0.3021
	0.125

	
	
	
	
	

	
	
	
	
	

	 1 Significant at the 1% level, 5significant at the 5% level, 10 Significant at the 10% level

	


Appendix A, total results for table 1.8.
Age o
	Youngest executives
	Oldest executives
	Total dataset

	CEO
	CFO
	Other
	Total
	CEO
	CFO
	Other
	Total
	CEO
	CFO
	Other
	Total

	Total dataset

	45.16
	46.05
	45.72
	45.71
	75.66
	68.46
	81.47
	79.53
	54.29
	50.68
	54.46
	53.55

	47.48
	46.41
	46.21
	46.56
	75.66
	68.46
	81.47
	76.21
	54.06
	50.48
	53.67
	52.84

	Small companies

	44.31
	45.42
	44.88
	44.94
	66.1
	56.22
	63.49
	66.1
	52.4
	48.14
	50.98
	50.75

	46.61
	45.92
	45.83
	45.92
	66.1
	56.04
	63.49
	66.1
	53.01
	47.92
	51.32
	50.89

	Large companies

	46.96
	47.26
	46.18
	46.54
	75.66
	68.46
	81.47
	79.53
	56.51
	52.92
	55.62
	55.28

	47.84
	47.68
	46.56
	47.35
	75.66
	68.46
	81.47
	76.21
	56.23
	51.22
	54.19
	53.94
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