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Purpose

The aim of this study is to determine the effectiveness of governance mechanisms on the perennity of quoted
companies.

Introduction

Shareholders and managers’ utility functions are different. Corporate governance mechanisms may help to reconcile
them.
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Data and Methodology

Our work is based upon a paired sample of 314 companies previously quoted on the Amex, the Nasdaqg and the NYSE.
For each of the companies that was engaged in a liquidation or reorganization procedure, there is a corresponding one
in the same field of activity and with “approximately” the same size (determined by the total assets) that has not met with
the same kind of financial trouble. P
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We used a probit analysis on this sample to detect corporate governance mechanisms that influence the failure of firms.
We worked upon hypotheses split into two groups, depending on whether the underlying variable is oriented to the
Chief Executive Officer (CEO) or to the board of directors.

Main results and conclusion

CEO Characteristics: Dependentvarisble  Perenniy

> The tenure of the CEO Veriblewame e Mt MM > A large number of
reflects a negative Tenure_ CEO 20.00 0.00 223w 0.03 directors, and
entrenchment. K_CEO 219 065 3407 000 > A Compensation

> The hOldII’Ig of Sh“."es Size_Board 011 0.03 320w 0.00 committee
by the CEQ is positively Comp_Com 118 045 264+ 0.01

are positively linked to

= #+ *** Significant at P < 0.10, 0.05, and 0.01, respectively. perenn ity.

-> Perennity seems to be conditioned by a “subtle” dose
of managerial incentive and control.

linked to perennity.
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