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A Study on the Factors Influencing Founder-CEO Turnover in

Kosdag-Listed Venture Companies

Rhee, Yun-Jin* - Song, Jae-Yong**

<Abstract>

Venture companies and their founders have caught interests of academic
researchers. However, CEO succession events in venture companies did not receive
sufficient attention though CEO succession has been a popular research area in the
field of corporate governance. Since the founder-CEO turnover is a significant in-
cident to the venture, there is good reason to conduct research on determinants of
founder-CEO turnover.

Originating from unique interests in venture companies and the founders who
continue to lead the firm since its establishment, this study aims to identify major
factors influencing founder-CEO succession in venture companies. Five hypotheses
are developed from three different perspectives. First of all, drawing on the
Organizational Life Cycle theory which demonstrates that founder-CEOs become
incapable of managing the firm as it grows and in some point, should be replaced
by professional managers, a hypothesis that very high and low growth rate of the
firm (U-shaped) would lead to founder-CEO succession is developed. Next, this
study goes one step further and tries to identify which factors diminish the chance
of founder-CEOs being replaced. The second and third hypotheses relates to found-
er-CEO’s personal characteristics which enable him/her to better adapt to rapidly
changing needs; founder-CEQ’s prior work experience period and experience as a
manager are hypothesized to lower the possibility of founder-CEOs being replaced.
Lastly, founder-CEO’s power to resist the required turnover is operationalized by
two factors, which are the founder-CEO’s equity ownership and whether a found-
er-CEO is the largest owner or not.

Data are collected from venture firms listed at KOSDAQ from 1998-2003 and
after careful selection process, 307 firm-year data from 120 companies are ana-
lyzed using logit analysis based on event history analysis technique. Three out of
five hypotheses are supported ; i) very high and low growth rate of the firm de-
creases the chance of founder-CEOs being replaced, ii) if founder-CEOs had prior
work experience in the managing role, chances of being replaced are reduced, iii)
the larger the equity ownership of the founder-CEO, the smaller the possibility of
experiencing turnovers.

Key Words : Founder-CEO, CEO Turnover(succession, transition), Venture Company, Event
History Analysis

* Ph.D. Candidate, College of Business Administration, University of Southern California(yunjin.rhee
(@gmail.com)
** Professor, Graduate School of Business, Seoul National University(jsong@snu.ac.kr)
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1.1 CEOQ| £ M1} CEOA|

o] AR AZES W Alo]xu oo AHE Fag 22 H17 P (o8t CEO
g 27} AT HEZL AEE AZA AF TR A HA
TAAS #AF T4 tide] Hi Stk o] & CEOEL 7Y
S FE3Y +¥3e 9 S /AT, dYFHoE2E 9 S EHJ%}
93 O mE 7YY T84
3 CEO7F AU+ $84L2 S 72251 Stk CEOx® °ol43 7199 Az w34 1
of WE Al AA FFES vAE 719 A 7 2407 Wil CE0Y WA=
7199 QA mf FE Aol HTh(Wasserman, 2003). CEO] w A& 22 9] vz
Agoly 2, 283 Aiel dis Foid FFE vE 5 A7) WEolth oo wek A
g g x37 ool A= CEOY A7 wA o] ¢ 71§ Aol drit TAHA aHE
AL A7t Hd =95 AFo 2 CEonA St B3 B AFEo] Ao ko
o, CEOS Wi =23 o F 49 Fejol w& CEOnA o] F9 A3 Apolo] w3 A
(Gupta, 1984; Datta and Guthrie, 1994), CEO2] ¥4 A, & +F & /MU3F EA0]
CEOX A WA HZ o WA= F&ol &3 AF(Datta and Guthrie 1994), 12| 1 ©]A}3] 9]
TAE T AwFz7E CEOnA LAl v s o B AT (Boeker, 1992
Boeker and Goodstein, 1993) 5©] #HZ7tA AT+ FE& o] &3t
Jey oo} 22 AFEo] CEORA 7 dojuA He 93 I Ao el g Al
ANHE FHA FA CEOnA et #HH o9 & Holed 79t AT &3t
I OREEY AFEC] tHE FHLE o]FAH 7] W&ol (Haveman, 1993), 74 Al 9]
T AA e a7y Zddl Eo B0l HFHIL v WAT|HGAA Y
CEOXAE o]afd7] ol FH3 Hol Aot t7|gutt Aoz F27F 22 WA 7]
Aol A CEOXA = 7 de & s 2] diolt

r
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e’ rlo

HE

WA 71 dolg 7147F Aalol Fuek AAA7E & AEF FYo] AAE = Alvle
Hopoll A HAIFQ ofoltof & AT s, o] & AFA3ely] HE) AYsle el
(3HERQl, 2001). ©] %)

5 & B3 7)) AR AT Aol 1 710; s
Yot Adete $3 CEOS0] B F2& @y s, =g A% so|a2auE

2 90l A% e oAgelt FA4e WA Sol 1 oqm At
W79 49 CEOSol ol#¥ #5& WA HE ot oF 3¢ CEOSol 78]
AYE 27 GANARE 7ol Ao Be 9T nAUA A2 4FTOE o1
AAA AL §7) WEolh. F, /)9 YnHoE TRl ALFE Bihy



o] Zulx 7] W&o CEO7} AHAH R 29 AF Z2A 2 Ao AU A7}
Aol & whd | jFRl 2 714 dFE CEOZL 719 Awke] Al g mAE Fae
@57 AA A ¥ 1 (Daily and Dalton 1992), 3] 71 A9 Aulto] J&S PFAL &
AE AEE T CEO7F 1 714S A9 249 CEOY 29 ¥ ZA YeuA He
Aotk o]gd &Y CEO Wit #AL2 MA7|Ye] 587 4FHORE WAH7YGE ©]
£ 71ddE0l 2 &H AT AZAet

A

H A Ho] #7189 © Y(Eisenhardt and Schoonhoven,
1990), ot 7kA #4 CEO thdt A7+ BA &vh. ¥¢ CEOst #dd 7|& d+EL
ZACEO7} A¥ste 71del AEA ol BYste 71gdl H&| A7 24 (Daily
and Dalton, 1992 Begley, 1995 Jayaraman and Khorana et al., 2000), &4 CEO2 7¢13 &
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Ao 4 o] R H T I Daily9} McDougall 5(2002)°] FAA7E olie 7193 18
A g 7199 AFAH A4 vusE A9 Fof3 Aol LA X ¥, Certo
S} Covin 500D A5 &4 < T FAA7F dodste PO7E AEF G0l st
742tk A7} @8 (underpricing)®] A =7} A #A UEYE AFS 2ty
4% CEO7L 719l WA= gaFel tefx a8 A7t EEHAE X8t
Z2 o] & Fofu 7147 B, Z& WA 7| G HHE Fokol A o] Fof
ATFEL BE 7Idoly ZEA AAAY AN EA AdelA A7 A7 g%
3, AP EAZH I gsiAe TAMA AAAAY NFEE Aol BT
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Rubenson and Gupta(1996)= F A9 mAd FF& vixE QAEd did Hdad
3% BPE AAG bk ded o, 1) 719 AR wet 229 Y Z(needs)7t W 3}a}
I YeA 2) FHAVE dstste Uzel da Age A ¢ de dFH &5E 7HA
I AEA, 3) 23 FAAIE A RS BT F e THol A=A A 7HA
HHE vgo R & gtk F, A4S B8 dete 2 A AP Ad 1A
of 547 AP S 7INteE A AA e} v T 8&-E& Adste] w7 o
A9 gRE AT £ e ZYolgt T 4 3T} Boeker and Karichalil(2002)& &< A7}
o Q59 YFog Hlo] AYd 7|HAE wWuA FHeAd td AFdA, 714
of FEI} ARFE, YA AR & HEH o[ A5 9 AL o] A} Bl go] FIMEFE
ZEA7E 719 WUA 2 FEol AAH, 719 44ERE U9 FHE BAde A
AL BEA #E A7 GE g AFHd AFE B3 HEUH. ole V& 1%
AAE A HH Ha A7 WA FEo] Yot V£ AT AFdee Aol
AZo|Ath. =4, R&DS #HAH AF-E FHFAY Y4 FIAY AvolE 7ds o
g FEo] FoETtT A3t} Boeker and Karichalil(2002)9] 7+ #<¢ CEO7} o}d

O—v j. 4

24 }(CEOO]X]A of o o2 ZP=E7= AA
o, A CEOnA ol 3 v g EO] Zﬂ’*]ﬂoi’ﬁ FT AT WA &
FAtE 297}t Atk 31zt Wasserman(2003)S 44 CEOS Ao 24 & g
Aggel]l gloAA FF HEe] 5o}t o7 EAAREZTEY w5 X ghe
Zt7tol 44 CEOA o ojw g H&E F34E MA=AE <
o2 AFsgth. O AR, A7 oHEE AFHOE $ads
+ 2 CEOY WA H&o] A3 F7HE LAAL, o5 A E9 32 =2 (Paradox of
entrepreneurial success)’, & ¥ < AEFE 7|4 [ﬂL]'OF st Zeolgtn WYy
o] ]l Adams and Almeida 5 (2003)% 7|9 ¢ A7} F255 FY CEOY uA &FE
o] Z713tte AES ulgro 2 o]7o] “A¥H A (controlled succession)”d] &3}, 5

oﬁ, T Hn ey oo

e FAAEC] 719 A7 £ W SAE SE I s] WEoldta Awsta gl
t}. u}x] 5o 2 Boeker and Wiltbank(2005)= CEOE X &3d A4 7139 Hu A9A9
AA ] FFE A 8AE dig AFdA 7199 AAE] ofF EAY olF =&
o, & AFEI] Hu AYH mA tolle U Fe AV oy o Hu AYR
9] 7153 Tk g3l fslEE Aol Aes BT =S WA ALY AF A
ol Z=EFE, o|A 3 Y YF oA Hl o] EE&4E, I8 HI YA AR ¥
STE WA B FIFES vAA Aoy AHEH

2 =F o] A& Rubenson and Gupta (1996)o1 A4 A A /Hd 2 = £&
|Rto g FAste] AT W, Y CE0Y MUA 9% 9, 1893 4
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7}A] 2 Ao|t}. Fredrickson and Hambrick 5(1988) < A& f 7% Y
£ CEO9 E4 % 3ty=Z Hgtom, Boeker(1992) X3 & T+
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B 1) 718 SHSE d2aA (N=307)

2= z]
e A 3} 1 2 3 4 5 6 7 8 9 10 11
1. %% CEO @A | 0140 | 0348

1676.515 | 513.314 | -0.0704

A 28717
3. 71YTHE 10243 | 0762 | -0.1007 | 0.0166
4. ROA 0024 | 0222 |-02804 |-0.0715|0.0922
5. %47 ol 4779 | 4974 | 002 |0.1653 |-0.0038 |-0.0564
6. FANEE 0495 | 0501 | 0.0509 [-0.12780.1417 | 0.0256 |-0.2077
7. 71984 E 0079 | 0455 | 0.0118 |-0.0818|-0.0646 | 0.2428 |-0.1121 | 0.0083

8. 719487882 0213 0.893 | 0.2121 | 0.0054 |-0.1095 [-0.0491 |-0.0873|-0.0539 | 0.7111

9. Zgjold 25 9.691 5.044 | 0.0416 |-0.0684|-0.0843| 0.0708 | 0.7705 |-0.0595|-0.0779 |-0.1278

10. A Ad 0.756 | 0430 | -0.12 | 0.0426 |-0.1045| 0.0545 | 0.297 |-0.0738(-0.1062 |-0.0762| 0.2737

11. ARAFHE 0239 | 0.115 |-0.2629 | 0.1614 |-0.0055 | 0.2587 | 0.0034 |-0.0826 |-0.0286 | -0.125 |-0.0305 | 0.0259

2. 7 o 0.909 | 0.288 | -0.1655 |-0.1321| 0.0726 | 0.174 |-0.0667 |-0.0257 |-0.0639 |-0.1152|-0.0419| 0.0569 | 0.4713

FHBAAE BAG AR 9 "EE ol 52 A8AATE YEbged, o] MFEol
2o A xdEHIAT AV =X U8 B Y8 ohFF4d A (multicollinearity)
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F 2A(Event History Analysis) ZIHN=2307)

. Z4&W<4 ¢ Founder-CEO2] Ao X
29 ] (Base Model) =9 2(Full Model)

&5 0.8379(3.0740) 4.8433(3.6337)
AR
AL ol ARANA 28713 -0.0003(0.0003)* -0.0003(0.0003)
71 ATE-AAKL) -0.3087(0.3051) -0.4325(0.3231)
ROA -2.9476(0.6293)**** -1.9163(0.8181)**
A2 Yol 0.0229(0.0396) -0.0457(0.0671)
8935 0.3069(0.3508) 0.1725(0.4165)
SHHE
7194885 -1.4562(0.5787)**
71987FE*2 1.5769(0.5955)***
A o)l ZF-A3 0.1215(0.0613)**
A AE A% -0.9997(0.4649)**
AR AaFHE -5.4169(2.4487)**
Y33 o5 -0.0013(0.6245)
AR 1d -0.9701(1,6791)
A7 309 0.9495(0.5425)*
A 534 0.6527(0.5867)
4 T 4d
4 % 54 0.4219(0.5181)
Log Likelihood(Psuedo-R2) -111.7666(0.1013) -94.6775(0.2387)

) p<010 **p<0.05, ***p<0.01, ****p<0005;@L) AAZ1 T

HEE e add oz A9)

ok Standard Error; ‘A7 & 43’

54 W4 FlAE ROATH 209 87 ASE Holw FAACE fo8 Aoz )
Gt 3, 199 4ok $24% 49 CE0S A} @ YolA B Hez 7]
2o AFES YA Ut AW 22AUG A%OE, 4% T W W Ao BY
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