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Reasons and Economy Results of Ambiguous Disclosure about CEO Turnover:

Evidence from China’s Listed Companies

XU Nan JIANG Bo

Southwestern University of Finance and Economics Chengdu 611130

Abstract: In this paper we exploit the sample of CEO turnover to examine the informativeness and credibility of the rea—
sons cited by CEOs for CEO turnover between 1999 and 2012 in China. We find that the possibility of ambiguous disclosure is
negatively related to CEOs” capacity and professional manager identity. Such relationship is even stronger in private firms. Next
we test benefits of ambiguous disclosure. We find CEOs who disclose ambiguous reasons are more likely to obtain jobs next year
in other listed firms. However future accounting performance of these firms is significantly weaker. Finally we carry an event
study to examine whether equity market could react to the misrepresentation; the result suggests that investors could not under—
stand and respond to such event. Our results enrich the literature about CEO change and subsequent disclosure behavior and
provide a reference for future construction of professional manager market system.

Key words: CEO turnover; reasons cited for CEO turnover; ambiguous disclosure
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