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Table 1
Descriptive Statistics

Mean Median Standard Deviations Data Sources

The Number of Board Members 13.965 13 6.547 Yakuin Shikihou (by Toyou Keizai Shipou-Sha)
Turnover Rate 0.127 0.1 0.135 Yakuin Shikihou (by Toyou Keizai Shipou-Sha)
Return on Asset 0.025 0.026 0.053

Negpative Operating Profit 0.121 0 0.326 Nikkei Needs

Rate of Return on Investment -4.871 -9.333 30.190 World Scope

Abnormal Turnover of President 0.047 0 0.212 Yakuin Shikihou (by Toyou Keizai Shipou-Sha)
Asset (logarithms) 6.341 6.198 1.341

Tenure of Board Members 6.921 6.200 3.463 Yakuin Shikihou (by Toyou Keizai Shipou-Sha)
Age of Board Members 57.981 58.125 2.688 Yakuin Shikihou (by Toyou Keizai Shipou-Sha)
Ratio of Outside Board Members 0.200 0.143 0.197 Yakuin Shikihou (by Toyou Keizai Shipou-Sha)
Bank Board Dummy 0.354 0 0.478 Yakuin Shikihou (by Toyou Keizai Shipou-Sha)
Shared Held by Board 0.000118 0.000006 0.003184 Yakuin Shikihou (by Toyou Keizai Shipou-Sha)
President Age 61.471 62 6.622 Yakuin Shikihou (by Toyou Keizai Shipou-Sha)
President Tenure 6.446 4 8.150 Yakuin Shikihou (by Toyou Keizai Shipou-Sha)
Outside President 0.321 0 0.467 Yakuin Shikihou (by Toyou Keizai Shipou-Sha)

The Number of Observations: 12781
Sample Period: 1990-2001, Listed Companies in Manufacturing



Table?2
Correlation Matrix

al a2 ar a8 a9 al0 all al2 al3 al4d al5
al 1
a2 0.0772 1
a3 0.1223 -0.172 1
4 -0.1607 0.119 -0.4855 1
ab 0.0297 -0.034 0.1585 -0.0925 1
ab -0.068 0.272 -0.0933 0.0757 -0.0369 1
ar 0.7805 0.083 0.1138 -0.1499 0.0734 -0.0739 1
a8 -0.2388 -0.152 0.1285 -0.0297 0.0201 -0.0926 -0.1927 1
a9 0.0577 0.152 -0.0422 0.0051 -0.0249 0.0143 0.0724 0.1015 1
al0 -0.2545 0.119 -0.114 0.067 -0.0178 0.1295 -0.2869 -0.322 -0.0215 1
all 0.0411 -0.021 -0.0366 0.0062 -0.0132 -0.0344  0.0095 0.049 -0.0085 0.1147 1
al2 -0.0184 -0.009 0.0258 -0.0018 0.0062 -0.0008 -0.0102 0.0223 -0.0395 0.0069 0.0133 1
al3 -0.1181 -0.12 0.1375 -0.0632 0.0149 -0.037 -0.0891 0.4154 -0.1354 -0.1278 0.0914 0.0192 1
al4d -0.1583 0.109 -0.105 0.0728 -0.0215 0.1142 -0.2221 -0.3689 0.0464 0.6318 -0.0281 -0.0071 -0.2457 1
alb 0.1163 0.044 0.0156 -0.0309 -0017 0.0756 0.0972 -0.0684 0.4092 0.0177 0.0068 -0.0159 0.2219 0.0709 1
al The Number of Board Members
a2 Turnover Rate
a3 Return on Asset
a4 Negpative Operating Profit
ab Rate of Return on Investment
ab Abnormal Turnover of President
ar Asset (logarithms)
a8 Tenure of Board
a9 Age of Board
alo Ratio of Outside Board Members
all Bank Board Dummy
al2 Shared Held by Board
al3 President Tenure
ald Outside President
als President Age



Table 3

Time Series
) The Number of Board Members| Turnover Rate Return on Asset Negpative Operating Profit Rate of Return of Investment
Year |Observationg ) . . . .
mean median mean median mean median mean median mean median
1990 800 15.85 15 0.106 0.091 0.0535 0.0486 0.0275 0 11.77 8.40
1991 916 15.74 14 0.076 0.056 0.0507 0.0462 0.0284 0 -13.52 -15.66
1992 1014 15.44 14 0.125 0.111 0.0377 0.0342 0.0523 0 -28.48 -31.16
1993 1047 15.04 14 0.094 0.071 0.0239 0.0237 0.1404 0 -2.67 -5.54
1994 1058 14.66 13 0.123 0.105 0.0192 0.0208 0.1994 0 14.16 10.18
1995 1098 14.25 13 0.097 0.077 0.0229 0.0218 0.1448 0 -12.77 -14.47
1996 1127 14.13 13 0.130 0.111 0.0254 0.0257 0.1366 0 22.56 19.86
1997 1129 14.21 13 0.108 0.083 0.0315 0.0287 0.0815 0 -20.98 -23.33
1998 1171 13.72 12 0.157 0.143 0.0245 0.0225 0.1059 0 -22.05 -26.72
1999 1184 13.05 12 0.167 0.125 0.0089 0.0150 0.2306 0 -5.99 -11.57
2000 1164 11.58 10 0.167 0.136 0.0087 0.0160 0.1486 0 2.13 -4.23
2001 1073 11.06 10 0.151 0.125 0.0082 0.0174 0.1072 0 0.13 -3.59
. _|Abnormal Turnover of President| Asset (logarithms) Tenure of Board Age of Board Ratio of Outside Board Members
Year |Observationg ) : ) . )
mean median mean median mean median mean median mean median
1990 800 0.02250 0 6.629 6.458 7.081 6.533 57.52 57.69 0.1731 0.1333
1991 916 0.02511 0 6.527 6.403 6.827 6.242 57.46 57.60 0.1696 0.1250
1992 1014 0.04832 0 6.400 6.261 7.051 6.577 57.66 57.79 0.1911 0.1519
1993 1047 0.03343 0 6.363 6.243 6.853 6.235 57.57 57.67 0.1948 0.1429
1994 1058 0.04537 0 6.343 6.206 6.991 6.340 57.85 58.00 0.1999 0.1429
1995 1098 0.03461 0 6.289 6.145 6.856 6.114 57.83 58.00 0.2008 0.1500
1996 1127 0.04259 0 6.306 6.150 6.943 6.263 58.09 58.27 0.2018 0.1429
1997 1129 0.04694 0 6.308 6.138 6.639 5.818 58.00 58.22 0.2042 0.1538
1998 1171 0.06490 0 6.279 6.113 6.802 6.000 58.24 58.33 0.2034 0.1429
1999 1184 0.04814 0 6.239 6.076 6.894 6.000 58.22 58.36 0.2079 0.1538
2000 1164 0.07216 0 6.234 6.105 7.243 6.345 58.59 58.70 0.2190 0.1667
2001 1073 0.06897 0 6.309 6.147 6.904 6.000 58.43 58.48 0.2247 0.1667
) Bank Board Dummy Shared Held by Board President Tenure Outside President President Age
Year |Observationg h ) ) ) )
mean median mean median mean median mean median mean median
1990 800 0.3725 0 0.000031  0.0000057 6.676 4 0.2988 0 61.90 63
1991 916 0.3712 0 0.0000317  0.0000063 6.774 4 0.2937 0 61.78 63
1992 1014 0.3639 0 0.0000443  0.0000071 6.731 4 0.3205 0 61.57 63
1993 1047 0.3677 0 0.0000476  0.0000065 6.490 4 0.3190 0 61.42 62
1994 1058 0.3658 0 0.000058  0.0000062 6.684 4 0.3214 0 61.60 63
1995 1098 0.3689 0 0.0000671  0.0000060 6.626 4 0.3188 0 61.47 62
1996 1127 0.3638 0 0.0001145  0.0000062 6.519 3 0.3230 0 61.39 62
1997 1129 0.3516 0 0.0001216  0.0000059 6.548 4 0.3189 0 61.47 62
1998 1171 0.3493 0 0.0001232  0.0000063 6.553 4 0.3228 0 61.63 63
1999 1184 0.3387 0 0.0001342  0.0000061 6.134 3 0.3328 0 61.28 62
2000 1164 0.3299 0 0.0001355  0.0000063 6.075 3 0.3342 0 61.29 62
2001 1073 0.3187 0 0.0004648  0.0000058 5.713 3 0.3364 0 61.05 62




Table4

Dependent Variable = Turnover Rate of Board Member

Variable roal roa2 rorl ror2  negaprofitl  negaprofit2
Performance(P) -0.267 *** -0.278 *** -0.00011 -0.00011 0.021 ** 0.022 **

(-5.18) (-5.43) (-1.43) (-1.42) (2.61) (2.79)
Asset -0.016 . -0.026 ** . -0.02 * .
(-1.8) . (-2.86) . (-2.16) .

Average Age 0.012 *** 0.012 *** 0.012 *** 0.012 *** 0.013 *** 0.013 ***
(8.47) 8.4 (8.6) (8.5) (8.72) (8.64)

Average Tenure 0.005 *** 0.005 *** 0.005 *** 0.005 *** 0.005 *** 0.005 ***
(4.22) (4.24) (4.03) (4.03) (4.03) (4.03)

Outside Board 0.045 ** 0.045 ** 0.052 ** 0.052 ** 0.045 ** 0.045 **

(2.75) 2.73) (3.15) (3.19) (2.66) (2.66)
Bank Board -0.009 -0.009 -0.01 -0.011 -0.011 -0.011
(-1.5) (-1.55) (-1.76) (-1.82) (-1.82) (-1.86)
Shares Held by Board -30.202 * -30.815 * -21.565 -22.28 * -18.552 -19.105
(-2.42) (-2.47) (-1.93) (-2) (-1.69) (-1.74)
PxQutside Board (0.334) ** 0.335 **  0.000022 0.000013 0.021 0.02
2.74 (-2.75) (0.11) (0.07) (1.01) (0.99)
PxBank Board -0.066 -0.064 -0.00011 -0.00011 0.007 0.007
(-1.12) (-1.07) (-1.28) (-1.21) (0.8) (0.75)
PxShares Held by Boarq 197.716 * 200.886 * -0.199 -0.195 -16.504 -16.986
2 (2.03) (-1.17) (-1.14) (-0.25) (-0.26)

constant -0.478 *** -0.577 *** -0.439 *** -0.597 *** -0.488 *** -0.608 ***
(-5.01) (-7.39) (-4.59) (-7.64) (-5.11) (-7.81)
Observations 8575 8575 8575 8575 8575 8575
Rz 0.14 0.14 0.13 0.13 0.14 0.14

Sample Period: 1990-2001, Listed Companiesin Manufactures

roa: Return on Asset, ror: Rate of Return on Investment, negaprofit: Dummy for Negative Operating Profit
*: p<0.05, **: p<0.01, ***: p<0.001

Each equation includes year dummies.

Estimation Methods: Fixed Effects

Only interior observations are used, i.e., observations with turnover rate= 0 or 1 are excluded

t-values arein parentheses



Table 5

Abnormal Turnover Yes No It]
Number of board members resigned 3.37 1.77 16.5 ***
Number of board members resigned 2.37 1.77 6.15 ***
except for the president
Turnover Rate 0.294 0.12 25.5 H**
Turnover Rate except for the president 0.194 0.12 11.01 ***
Observations 608 12303

T-tests with unequal variances



Table 6

roal roa2 rorl ror2 negaprofl negaprof2
Performance(P) -4.397 A -4.924 *x* -0.005 -0.006 * 0.709 *** 0.84 ***
(-4.02) (-4.51) (-1.65) (-2.04) 3.37) (4.05)
Asset -0.179 **x* -0.19] *#x* -0.172 *#x*
(-4.56) . (-4.77) . (-4.31) .
Age 0.096 *** 0.095 **x* 0.094 #** 0.092 **x* 0.094 *** 0.093 ***
(9.92) 9.57) 9.64) (9.28) 9.72) (9.43)
Tenure -0.024 **x* -0.019 ** -0.027 *#x* -0.021 ** -0.025 *#* -0.019 **
(-3.37) (-2.6) (-3.71) (-2.97) (-3.39) (-2.71)
Outside President 0.312 * 0.379 #** 0.292 * 0.362 ** 0.322 * 0.39 **
(2.55) (3.07) 2.27) (2.79) (2.33) (2.82)
Outside Board 1.592 *%*x* 1.816 *** 1.667 *** 1.922 *%*x* 1.75 4 1.989 **x*
(6.12) (6.97) (6.08) (7.02) (5.95) (6.79)
Bank Board -0.328 ** -0.362 *** -0.347 ** -0.373 *x* -0.475 *A* -0.494 **x*
(-3.23) (-3.52) (-3.2) (-3.4) (-4.06) (-4.19)
Shares held by board 12.486 11.043 -0.212 -0.045 2.445 2.831
0.47) (0.42) (-0.02) 0) (0.24) (0.27)
PxOutside President -2.419 -2.417 -0.001 -0.001 -0.169 -0.193
(-1.47) (-1.45) (-0.19) (-0.18) (-0.6) (-0.68)
PxOutside Board 5.656 6.095 0.001 0.002 -0.364 -0.486
(1.85) (1.97) (0.13) (0.25) (-0.61) (-0.81)
Pxbankboard -2.056 -1.792 -0.002 -0.002 0.624 ** 0.571
(-1.5) (-1.3) (-0.7) (-0.56) (2.75) 2.51)
Pxshares held by board -78.182 -64.423 0.47 0.529 -812.473 -475.208
(-0.4) (-0.32) (0.25) (0.29) (-0.63) (-0.43)
Constant -8.776 *** -9.944 -8.738 *Ax -9.989 -8.988 A -10.13 **x*
(-12.36) (-14.46) (-12.21) (-14.45) (-12.54) (-14.71)
Observations 12781 12781 12781 12781 12781 12781
Log Likelihood -2198.22 -2208.655 -2214.742 -2226.207 -2197.861 -2207.228

Sample Period: 1990-2001, Listed Companies in Manufactures
roa: Return on Asset, ror: Rate of Return on Investment, negaprofit: Dummy for Negative Operating Profit

*: p<0.05, **: p<0.01, ***: p<0.001
Each equation includes year dummies.
Estimation: Random Effects Logit
t-values are in parentheses



Table 7

Instrumental Variable Estimations: Dependent Variable = Turnover Rate of Board Member

Variable roal roa2 rorl ror2 negaprofl negaprof2
Performance(P) -0.276 *** -0.287 *** -0.00011 -0.00011 0.021 * 0.022 **
(-5.13) (-5.306) (-1.43) (-1.43) (2.53) 2.7
Asset -0.016 -0.026 ** -0.019 *
(-1.69) . (-2.76) . (-2.006) .
Average Age 0.012 *** 0.012 *** 0.013 *** 0.012 *** 0.013 *** 0.013 ***
(8.17) 8.1 (8.25) (8.15) (8.4) (8.32)
Average Tenure 0.005 *** 0.005 *** 0.005 *** 0.005 *** 0.005 *** 0.005 ***
(4.34) (4.36) (4.18) (4.18) (4.16) (4.16)
Outside Board 0.056 ** 0.056 ** 0.064 *** 0.064 *** 0.056 ** 0.056 **
(3.09) (3.09) 3.51) (3.51) (3.02) (3.02)
Bank Board -0.01 -0.011 -0.011 -0.012 -0.012 -0.013 *
(-1.62) (-1.67) (-1.83) (-1.89) (-1.95) (-1.99)
Shares Held by Board -25.289 -25.838 -18.148 -18.782 -15.333 -15.823
(-1.91) (-1.95) (-1.53) (-1.59) (-1.32) (-1.36)
PxOQutside Board 0.301 * 0.302 * -0.0000545 -0.0000654 0.023 0.022
(2.36) (2.36) (-0.25) (-0.3) (1.06) (1.04)
PxBank Board -0.053 -0.05 -0.000107 -0.0001 0.01 0.01
(-0.85) (-0.81) (-1.14) (-1.07) (1.08) (1.03)
PxShares Held by Board 164.846 167.61 -0.193 -0.189 1.817 1.682
(1.58) (1.61) (-1.08) (-1.05) (0.03) (0.02)
constant -0.486 *** -0.583 *** -0.445 **x* -0.605 *** -0.498 *** -0.618 ***
(-4.88) (-7.16) (-4.43) (-7.36) (-4.97) (-7.56)
President Turnover -0.075 -0.076 -0.088 * -0.09 * -0.084 * -0.085 *
-1.87 -1.89 -2.15 -2.2 -2.06 -2.1
Observations 8575 8575 8575 8575 8575 8575
R2 0.034 0.032 0.012 0.009 0.017 0.014

Sample Period: 1990-2001, Listed Companies in Manufactures
roa: Return on Asset, ror: Rate of Return on Investment, negaprofit: Dummy for Negative Operating Profit
*: p<0.05, **: p<0.01, ***: p<0.001
Each equation includes year dummies.
Instrumented: president turnover
Instruments: age and tenure of the president, dummy for outside president, and
other regressors.
Estimation Methods: Fixed Effect Instrumental Variable Methods
Only interior observations are used, i.c., observations with turnover rate = 0 or 1 are excluded
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