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2. Data, definitions, and descriptive statistics
2.1. Data and sample selection

We use data on Chinese listed firms from both the Shanghai and Shenzhen Stock Exchanges. CEO
turnover information comes from the WIND database. CEO experience is identified by CEO resumes
from the WIND database. Financial statement data come from the China Stock Market and Accounting
Research database (CSMAR). We require each CEO turnover event in this test to have data available
for at least two years in the pre-turnover period and two years in the post-turnover period (excluding
the turnover year).3 The sample period is from January 1, 2002, to December 31, 2008.

We further eliminate five categories of CEO turnover events: (1) those involving firms in the finan-
cial industry; (2) those involving firms that were in special trade (ST) status in either turnover year or

the preceding year (by the rules of the China Securities Regulatory Commission, firms reporting losses
in two consecutive years operate under a special trade mechanism, and their strategy and activities
are quite different from those of other firms); (3) events involving CEOs with tenure of less than two
years (since such CEOs are unlikely to have continuous influence on the firm’s decisions); (4) events
in which the CEO is the same person before and after the turnover (some CEOs are reappointed); (5)
events with missing data. Our final sample includes 977 CEO turnover events. The detailed sample
selection process is shown in Table 1.
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