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Dissertation Abstract:

“The Market for Corporate Directors”, (Job Market Paper)

This paper develops a matching model in the market for directors to explain equilibrium board quality. In my
model, (1) the boards of directors have the role of monitoring and advising, (2) the impact of a CEQ's quality
increases with the size of a firm under his control, (3) the CEO and the boards could be either complements or
substitutes, in the production function, and (4) the boards enjoy money value and reputation value. When the
reputation depends on market value of firms, potential directors like to work at firms with talented CEOs if they
can enjoy enough reputational gain on boards owing to talented CEOs. In contrast, when potential directors want
value-added for reputation, they would be at firms with low-ability CEOs if the CEO and the boards are substitute.
My empirical estimates suggest that talented ongoing CEOs and former CEOs work as outside directors of firms
with high market capitalization and with high sales, though not with high assets. The quality of boards is higher
where CEOQ pay is higher, but whether they like to work at firms with talented CEOs or not is ambiguous due to the
endogeneity. | also find that the firms with high sales pay more to outside directors. A 1% increase in sales makes
board compensation increase by 0.66%. Finally, board pay is 0.13% higher where CEO pay is 1% higher. We can
infer that the CEO and the boards are complements in the production function.

“What happens to retired CEOs now? A Re-Examination of Brickley et al's "What happens to retired
CEO'S?'I »

| analyze directorships held by CEOs who retired during 1989-1993 and during 1998-2002. My results suggest that
retired CEOs became more popular on boards. Also, although pre-retirement accounting performance helps explain
the number of outside directorships a retired CEO held in the 1989-1993 sample as Brickley, Linck, and Coles
(1999) found, it does not in the 1998-2002 sample. Third, a company's stock performance during a CEQ's tenure
affects whether he became an inside director of that company after retirement. A 25% change in stock price
performance increased the probability by 11% in the 1989-1993 sample, and 51% in the 1998-2002 sample.
Finally, if a retired CEO worked in a regulated industry, his probability of serving at least one outside directorship
fell by 34% in the 1989-1993 sample, and 24% in the 1998-2002 sample.

“The Unbalanced Matching in a Director Market” (In progress)

I construct an intertemporal searching model (“take it or leave it offer") in a frictional directorship market to
explain the unbalanced matching between the director and the firm. In this model, the potential candidates for
outside directors and firms have heterogeneous (also, well ordered) quality levels. Also, both parties have strictly
ordered preferences over the quality of counterpart from high levels to low levels. A candidate considers his
quality ranking to compare the value of accepting a favorite offer at present to the value of waiting for successful
matching with a better offer in the future. My model suggests that the highly qualified candidates would be likely
to be matched with bad (not too bad) firms. The best candidate could go to the 150th ranked firm over 250 firms
under the uniform distribution for the quality of a firm, and the 140th ranked firm under the extreme value
distribution.



