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The Effects of Appointment or Dismissal of Outside Directors
on Corporate Governance and Stock Price

Sung-Jae Rowe*

ABSTRACT

This study examines the effects of corporate governance on Korean firm values. In particular, with regard to the quality of corporate
governance structure, I look into the stock price impacts of the appointment or dismissal of outside directors. [ used event study and
t-test methods were used for the empirical tests on the effects of the announcement effects of the appointment and dismissal of outside
directors. As for the announcement effect of the appointment or dismissal of outside directors, I found that the stock price reaction
depended on the quality of corporate governance structure, and further that the dismissal of outside directors, especially for firms with

inferior corporate governance structure has a negative impact on stock prices, possibly due to the information asymmetry problem.
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Table 2. Average AR, CAR on appointment of outside
directors
AR CAR

-20 0.00040 0.00040

-19 | —0.00255%x -0.00215%*

-18 | -0.00164%x =0.00379sxx

-17 0.00095 -0.00284x

-16 0.00290sx 0.00006

-15 0.00590x 0.00596

14 | -0.00244 5 0.00351

13 | —0.00268xx 0.00083

-12 | -0.00093 -0.00010

11| -0.00047 -0.00057

-10 | -0.0002 -0.00077
9| -0.0018x -0.00258
8| -0.00196%x* -0.00454
27| —0.0032%xx -0.00774x
-6 | -0.00064 -0.00838x
5 0.00018 -0.00819+
-4 0.00039 -0.0078+
31 —0.0021 25 -0.00992+
2 0.00263##x -0.00729
-1 0.0034 03 -0.00389

0| -0.00037 -0.00433

+1 | -0.00126%* -0.00559
+2 | —0.0029%xx -0.00851+*
+3 | -0.00159#* -0.0101#x
+4 0.00113 -0.00898+
+5 0.0021 3%+ -0.00683
+6 0.00270ses -0.00415
+7 0.00452s 0.00036
+8 0.00260sx 0.00298
+9 0.00043 0.00338

+10 | -0.00184x 0.00153

+11 0.00186%x 0.00337

+12 0.00308sx 0.00648

+13 0.0028 1 0.00930+

+14 0.00190x 0.01120s
+15 0.00020 0.01133+
+16 0.00495sx 0.01627sx

+17 0.00013 0.0163 8

+18 | -0.00494sx 0.01139+

+19 | -0.0044 1% 0.00704

+20 | -0.00226%* 0.00479
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Table 3. Average AR, CAR on dismissal of outside

directors

AR CAR

-20 0.00044 0.00044

-19 -0.00164 -0.0012
-18 -0.00222 -0.00342
-17 -0.00011 -0.00353
-16 0.00080 -0.00273
-15 0.01248 0.00976
-14 -0.00225 0.00751
-13 -0.00284 0.00466
-12 0.00136 0.00602
-11 -0.00092 0.00510
-10 0.00786 0.01296
9 0.001834 0.01480
-8 -0.00236 0.01243
-7 0.00676 0.01919
-6 -0.00366%* 0.01553
-5 -0.00165 0.01389
-4 -0.00013 0.01376
-3 -0.00034 0.01341
2 0.00191 0.01533
-1 0.00242 0.01774
0 -0.00076 0.01686
+1 -0.00099 0.01586
+2 -0.00074 0.01506
+3 0.00326 0.01834
+4 0.00230 0.02064
+5 0.004 4 0.02504
+6 0.00179 0.02686
+7 0.00166 0.02850
+8 -0.00235 0.02616
+9 -0.00125 0.02484
+10 =0.00378sx 0.02102
+11 -0.01426 0.00663
+12 -0.00126 0.00536
+13 0.00539
+14 -0.00099 0.00438
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