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Abstract 
Under the modern enterprise system, top management is the key element that restricts 
the growth of an enterprise, and its management ability and entrepreneurship, as an 
important strategic resource of an enterprise, largely determine the growth and 
development of an enterprise. As the main human capital of the company, senior 
management is at the core of the company and has the right to operate and make 
decisions, which is comparable to the "helmsman", and the turnover of senior 
management will affect all levels of the company. Many factors affect top management 
turnover. Under the gradually improving corporate governance structure in China, the 
influencing factors of top management turnover are also different. This paper analyzes 
the influence on top management turnover from the aspects of share structure, board of 
directors' characteristics, the age of the top management, and incentive mechanism, and 
takes Baidu as an example to further analyze the actual influencing factors of top 
management turnover from the perspective of corporate governance. 
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1. Introduction 

In the process of corporate governance, the top management of a company often determines 
the strategic operation and development direction of the company. The turnover of corporate 
top management is not only an important decision made by shareholders or the board of 
directors according to the changes in the internal and external environment aimed at improving 
the viability of the company, but also an inevitable result of an effective corporate governance 
mechanism. The turnover of top management affects all levels of the company. Timely and 
successful top management turnover may bring a company back from the dead, while 
unreasonable turnover may also bring the company into trouble. With the increase of market 
size in China, a large number of top management changes have emerged in listed companies, so 
it is necessary to analyze the factors influencing top management turnover. 
From the perspective of corporate governance, this paper analyses the factors influencing top 
management turnover from five perspectives: corporate governance performance, share 
structure, board of directors, top management retirement age, and incentive mechanisms, the 
perspective of corporate governance. Using Baidu's top management turnover as an example, 
the influencing factors are analyzed to provide some inspiration on how companies can conduct 
top management turnover and effective corporate governance. 



Volume 3 Issue 6, 2022 

DOI: 10.6981/FEM.202206_3(6).0067 

582 

Frontiers in Economics and Management 

ISSN: 2692-7608 

2. Overview of the Current Situation of Top Management Turnover of 
Listed Companies in China 

Due to the development of the domestic securities market, the increasingly fierce competition 
within the industry, and the improving market and governance environment for professional 
managers, top management turnover exists in many Chinese companies. To better analyze the 
current situation of top management turnover among listed companies in China, I selected a 
sample of 150 companies among listed companies in China and analyzed top management 
turnover data for four years from 2018 to 2021. 
The results are shown in the table below. 
 

Table 1. Total change in top management turnover of listed companies in China from 2018 to 2021 

 Number of companies Proportion of sample size 
Unusual changes 108 72.0% 
Normal changes 19 12.7% 

No change 23 15.3% 

 
Table 2. Annual turnover of top management of listed companies in China from 2018 to 2021 

 Number of companies 
Proportion of sample with abnormal 

changes 
Change in 2018 30 27.8% 
Change in 2019 43 39.8% 
Change in 2020 42 38.9% 
Change in 2021 76 70.4% 

 
Changes in senior management are generally divided into two categories: One category is 
normal changes, which refers to changes such as retirement and voluntary separation that can 
be expected by the operator to meet the requirements of the CSRC on improving the corporate 
governance structure, excluding changes caused by sudden death, implication, major illness, 
etc. The other category is abnormal changes where the operator, chairman, or general manager 
can no longer be expected to hold a leadership position, is below the legal retirement age, and 
does not result in significant changes in equity or significant promotions. The change is mainly 
from the perspective of improving the company's operating conditions and enhancing the 
efficiency of internal corporate governance. Restraining senior management is a major decision 
made by the Board of Directors. This paper focuses on the impact of this change on the company. 
From Table 1 and Table 2, it can be seen that the turnover of senior management of listed 
companies in China is a common phenomenon (84.7%), among which the companies with 
abnormal changes account for the vast majority (72.0%). Among the companies with abnormal 
changes, the number of companies with changes was the highest in 2021, and the changes 
tended to increase gradually. 
By analysis, SOEs account for 30.45% of listed companies in China. Since 2017, the State has 
vigorously promoted mixed-ownership reform and Chinese SOEs have also continued to adjust 
their top management structure under external impetus, following national policies to fully 
promote the implementation of mixed reform, change top management and carry out a clearer 
division of responsibilities at the top. For other listed companies, there are two types of senior 
management turnover. One is when top management applies to leave for personal reasons on 
their initiative, while the other is a job transfer or appointment of senior management based on 
new market layouts and strategic adjustments to the company. 
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In the analysis, we can also find a younger and more frequent turnover of top management in 
our listed companies. The "rejuvenation" of top management has been a necessary trend as 
companies are adjusting their strategies accordingly to adapt to changing markets. As the cycle 
of technological revolution and social change accelerates, companies are increasingly in need 
of passionate and innovative employees, while many veteran employees are becoming less 
dynamic as they achieve financial freedom. Younger top management now tend to have more 
enthusiasm and ideas than veteran employees, and more expertise that is compatible with the 
business. They have more strategic vision and strong technical genes to develop new business 
and seek new breakthroughs for the company. In general, with the transformation of China's 
economy in the new period, the change of top management of listed companies is inevitable 
and the trend of "rejuvenation" will become more obvious. 

3. Analysis of the Factors Influencing Top Management Turnover from a 
Corporate Governance Perspective 

3.1. The Impact of Corporate Performance on Top management Turnover 
To incorporate governance, top management are a very important role. Most enterprises today 
are separated from ownership and management rights. As the most important human capital 
of an enterprise, senior management is at the core of corporate power, with corporate 
management and decision-making power, and is known as the "helmsman". Top management 
change is often closely linked to corporate performance and has been studied by scholars at 
home and abroad. Poorer performance often means that top management are not competent 
or are not working hard enough, so the probability of top management turnover increases; 
better performance often means that top management are competent and generally do not 
change top management. 
With the development of society, we gradually recognize the new impact of corporate 
performance on top management turnover. Domestic scholars Xiaoli Zou and Lvzhong Wu 
argue that the business strategies of Chinese firms continue to have continuity after the top 
management change. In terms of the positive and negative effects of top management change 
on firms, it cannot be assumed that top management change has a positive impact on firms. 
After an top management change, at the beginning of the succession, the new top management 
will try to improve the company's performance as soon as possible in order to gain the 
recognition and trust of shareholders and the board of directors. However, learning new skills, 
integrating into a new organization, and transitioning to a new role require time to accumulate, 
which will hinder a significant improvement in company performance. Therefore, the 
replacement of senior management in the new era is more often an internal transfer of senior 
management by the company's shareholders and board of directors than an external 
appointment when the company's performance is in trouble, seeking new corporate strategies 
and business adjustments through internal personnel transfers to save the company's 
performance. In order to reduce the loss of their own interests, some top managements resign 
voluntarily or reduce their shareholding through resignation in order to seek new development. 
It is clear from this that top management turnover is no longer determined simply by high 
performance, but by the impact that performance has on both the company and the top 
management. With high performance, the company will trust the top managements and give 
them more power to manage the company, and the top management will be more determined 
to stay with the company and maximize their value and corporate value within the company. 
There is also a possibility that the top management will use this performance value to improve 
his or her reputation and seek a better and bigger company to get a better development space. 
With low performance, the company has less confidence in the top management and will take 
internal reassignments to restructure the top management team, or may hire top managers 
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externally to lead the company from a new perspective and new strategy. Top management will 
also find new and better positions because the company's low performance has affected their 
income, or leave the company as early as possible and reduce their shareholdings as soon as 
possible to reduce their losses. 

3.2. Impact of Share Stucture on Top Management Turnover 
The share stucture is the basis of the corporate governance structure and different share 
stuctures determine the type, development, behavior, and performance of a business. Changes 
in the share stucture will often determine the shift in control of a business. Analyzed from the 
perspective of control, the share stucture of listed companies is divided into a single share 
stucture and a Dual-Class Share Structure. 
A Single Share Stucture (also known as one vote per share) means that the same type of shares 
should enjoy the same rights. When the shareholding is highly concentrated, ownership and 
management rights are not separated and the management rights of the company are entirely 
in the hands of the absolute controlling shareholder, leading to the phenomenon of "one voice" 
and top management turnover is entirely determined by the majority shareholder. The lack of 
objectivity in decision-making by the majority shareholder has led to a preference for 
relationship-based governance, relationships become an important factor influencing the 
turnover of senior management. When the shareholding is highly fragmented, ownership and 
management are completely separated and the management is in the hands of the company's 
directors and top management, and the turnover of top management depends on the 
monitoring of the board of directors. When monitoring is high, top management turnover is 
more likely to be influenced by the company's operating performance; when monitoring is low, 
top management turnover is mainly influenced by the board's decision-making objectives. 
Under a balanced share stucture, ownership and management are not fully separated, and top 
managers are subject to the constraints of both the majority shareholder and the board of 
directors. Top managers and shareholders are linked by interests, shareholder monitorability 
will be higher, and top management will be forced to leave due to shareholder pressure when 
they cause a decline in shareholder interests. 
A Dual-Class Share Structure is an effective means of exercising effective control over a 
company by separating cash flow and control. In contrast to the one-share-one-rights system, 
in the dual-class share structure, shares are usually divided into high and low voting rights, i.e. 
one tier of equity has one share with one vote or no vote and the other tier has one share with 
ten votes. This structure enables the financing needs of the company to be met and ensures the 
inflow of cash flow, while at the same time safeguarding that the actual operational control of 
the company is not transferred and that the founders and top management of the company still 
have absolute control of the operation in the face of continuous dilution of equity. Under a two-
tier shareholding structure, where the founder shareholders mostly serve as directors and hold 
a larger proportion of shares on the board, top management turnover is more likely to be 
influenced by the performance of the company and the interests of shareholders. Founding 
shareholders are more concerned with the growth and performance of the company and will 
change and restructure senior management as a result of changes in performance, changes in 
strategy, and business restructuring. 

3.3. Impact of the Board of Directors on Executuve Turnover 
In a typical listed company, the board of directors has operational control over the company, 
and the board often directly determines top management changes. Using SPSS, the above 
sample of 150 Chinese listed companies that underwent abnormal top management turnover 
from 2018 to 2021 is used to analyze its impact on top management turnover in terms of board 
size, director shareholding ratio, and independent director ratio. 
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We used the descriptive statistics function of SPSS to analyze the data and obtained the data 
distribution of the board characteristics of the sample companies. 150 data had validity. The 
size of the board of directors in the sample companies ranged from 4  to 17 members, and the 
average value of the size of the board of directors of the companies was 8.63, indicating that the 
size of the board of directors of listed companies in China was maintained at around 8-9 
members, and the average value of the shareholding ratio of directors was 0.24, with a low 
shareholding ratio of directors, and the ratio of independent directors was 0.40, meeting the 
requirement of China's law that listed companies The board of directors should include at least 
1/3 of independent directors, and more independent directors have been established. 
 

Table 3. (Descriptive Statistical Analysis) 

 
Board size Directors' shareholding ratio 

Percentage of independent 
directors 

Replacement Unreplaced Replacement Unreplaced Replacement Unreplaced 
Mean 8.95 7.81 0.2236 0.2991 0.3975 0.3936 

N. 108 42 108 42 108 42 
Median 9 8 0.1667 0.3333 0.375 0.375 

Minimum 5 4 0 0 0.3077 0.25 
Maximum 17 9 0.75 0.6667 0.8333 0.6667 

Standard Deviation 2.231 1.33 0.2035 0.2032 0.0926 0.0754 
Variance 4.979 1.768 0.041 0.041 0.009 0.006 
Skewness 0.8 -0.875 0.636 -0.161 2.417 1.217 
Kurtosis 1.346 0.102 -0.652 -1.228 7.280 2.792 

 
As can be seen from Table 3, among the companies with top management turnover, the mean 
value of board size is 8.95, indicating that the size of the board of directors of companies with 
top management turnover is maintained at about 9 members, which is larger than that of 
companies without top management turnover; the shareholding ratio of directors is 0.2236, 
which is a lower shareholding ratio in the board of directors than that of companies without 
top management turnover; the ratio of independent directors is  0.3975, which is not much 
different from the company without an top management turnover. 
The comparison reveals that the statistics data of board characteristics of listed companies 
where top management turnover has occurred only differ significantly in terms of board size 
and to a lesser extent in terms of board shareholding, while the statistics of the other 
characteristic variables are slightly different but not significantly, making it difficult to draw 
inferences through simple descriptive statistical analysis and requiring further exploration by 
other tests. 
Correlation tests were conducted on board characteristics. 
 

Table 4. Descriptive Statistics and Correlations 

 Mean 
Standard 
deviation 

Senior 
Management 

Turnover 
Board size 

Directors' 
shareholding

Percentage of 
independent 

directors 
Senior Management Turnover 0.72 0.451 1 0.248** -.166* 0.020 

Board size 8.63 2.08 0.248** 1 -0.109 -**0.472 
Directors' shareholding 0.244733 0.2055818 -.166* -0.109 1 -0.012 

Percentage of independent 
directors 

0.396434 0.0881506 0.020 -**0.472 -0.012 1 

Note: ** at 0.01 level, significant correlation; * at 0.05 level, significant correlation. 
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As can be seen from the table 4, board size is positively correlated with top management 
turnover, and whether the board holds shares, is negatively related, and all are inconsistently 
related. 
Top management turnover is significantly correlated with board size with a correlation 
coefficient of 0.248, which is significant at the 0.01 level. The Pearson correlation coefficient is 
-0.166, which is significant at the 0.05 level. The correlation is significant during the correlation 
test, while in the descriptive statistics, the difference in the number of directors' shareholding 
between companies with and without top management turnover is not significant, which may 
be due to the small value of the data. The difference in the proportion of independent directors 
between companies with and without an top management turnover in the descriptive statistics 
is not significant. The correlation analysis also shows that the correlation between top 
management turnover and the proportion of independent directors is very small, only 0.020, 
which has no significant effect on the issue of top management turnover, indicating that the top 
management turnover of listed companies in China is not related to the proportion of 
independent directors in the board of directors. And the proportion of independent directors 
has a significant negative correlation with the board size at 0.01 level of significance, which 
indicates that the proportion of independent directors is also relatively reduced in the case of 
large board size. 
In summary, at the 0.01 and 0.05 levels of significance, board size and director shareholding 
respectively have a Pearson significant correlation, i. e. there is a significant linear correlation, 
which decreases in turn. 
As a result of the above analysis, it is concluded that board characteristics have an impact on 
top management turnover.  
The specific effects are: 
Firstly, the descriptive analysis shows that the size of the board of directors of companies with 
top management turnover is larger than that of companies without an top management 
turnover, and the correlation test shows that the size of the board of directors is significantly 
correlated with top management turnover at a significance level of 0.01, with a significant 
positive correlation; the larger the size of the board of directors, the more likely it is that top 
management turnover will occur. This finding is contrary to the previous findings of most 
experts and scholars, which may be due to the reasons of sample selection and statistical 
methods, or it may be due to the different situation of Chinese listed companies as a result of 
China's economic and social development. As China's economy and society develop, listed 
companies in China are adjusting their business directions and organizational structures. When 
the board of directors is large, there may be more business expansion directions and more 
likely to make business adjustments to top management. With a larger board, there is also more 
monitoring of the company's operations and it is more likely that top management turnover 
will occur due to changes in company performance or top management decision-making. 
Secondly, top management turnover is significantly related to board shareholding at a 
significant level of 0.05 significance, with a significant negative relationship. This is because 
directors' shareholding increases their interest in the development of the company, the board 
of directors cares more closely about the company’s development and there is a greater 
likelihood of top management turnover due to company performance and business 
adjustments. 
Thirdly, the effect of the proportion of independent directors on top management turnover is 
not significant, and the proportion of independent directors is negatively related to the size of 
the board of directors. It may be because the number of independent directors in listed 
companies in China is about 3-4, the number is more stable and balanced, and the larger the 
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size, the smaller the proportion. In China's listed companies, there are more independent 
directors serving part-time, and they do not know much about the actual situation of the 
company, so they are prone to the influence of internal directors and vote to follow when 
making decisions, so the influence of independent directors on top management turnover is not 
significant. 

3.4. Impact of Age on Top management Turnover 
Age affects the growth and behavior of managers. Senior managers are in different age groups 
and have different experiences of their own, and their values and perceptions will have a 
corresponding impact and lead to different decisions when faced with an issue together. 
Older top managers are more focused on the stability of their careers and will make decisions 
based on their own experience, pursuing stability in business operations and choosing 
conservative development strategies, likely to miss opportunities in a highly competitive 
market, affecting business development and performance. Younger top managers are risk-
takers, drawing on experience and information from various sources, and tend to choose 
aggressive development strategies, pursuing business innovation and being willing to take 
risks. Compared to older top managers, younger top managers are more resilient and more able 
to adapt to the fast-changing market, grasp market timing, adjust corporate development 
strategies promptly, and maximize corporate value. It can also be concluded from the 
phenomenon of top management turnover in recent years that various listed companies have 
rejuvenated their top management to adapt to an increasingly fast-changing market. 
Lei Meng (2014) found that there is a significant positive correlation between the age of SOE 
operators and the effectiveness of internal control, i.e. the older the senior management, the 
more effective the internal control will be. Younger top management with less work experience 
and lack of management experience are prone to constraints in management, limited 
management activities, and less efficient internal control. Older top management with 
extensive work experience can perform management activities better. Their internal controls 
are more efficient. They can effectively adjust the value of the company through internal control. 
They can effectively adjust the value of the company through internal control. The turnover of 
top management in Chinese SOEs shows that most SOEs tend to use more experienced and 
older top management when they replace their top management. Compared to younger top 
management, they are better able to identify potential day-to-day risks, reduce business risks 
and maximize the value of the company. 
However, in light of the current market environment and the reform of the mixed ownership 
system of state-owned enterprises, the age of top management is still a major factor influencing 
the turnover of top management. Companies in emerging industries and internet companies 
are more inclined to choose younger senior top management with stronger development 
potential and innovation ability to explore new business for new development. With the 
retirement of top management and the development of hybrid reform, the top management of 
state-owned enterprises are also gradually becoming younger, seeking fresh opportunities for 
development and new corporate strategies on the road to hybrid reform. 

3.5. Impact of Incentives on Top Management Turnover 
As entrepreneurship is valued, companies are paying more and more attention to the 
development of company top management. More and more companies have become acutely 
aware of the important role of motivation. These companies established incentive mechanisms 
to match the strategic development of their companies, but they are not yet perfect. 
Corporate management remuneration consists of two main areas, fixed remuneration, and 
variable remuneration, with variable remuneration comprising both short-term and long-term 
incentives. The most common form of short-term incentive used by top management is the cash 
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incentive, which can encourage top management to take reasonable steps to improve the 
company's current performance but can also easily lead to top management using untrue data 
to whitewash financial reports as a way to receive higher year-end rewards. A common form of 
long-term incentive is the equity plan, which accounts for a larger proportion of the 
compensation settlement process. Equity incentives use the future earnings of the business as 
the basis for top management payments, transforming the top management from acting 
operator to owner of the business and working with the business. As long as the top 
management stays with the business, he or she will continue to enjoy the benefits shared by the 
development of the business, and once he or she leaves the business, all rights and interests will 
end at the same time. 
Short-term incentives can have a positive impact on top management performance. 
Appropriate short-term incentives can help attract people with senior management talent, but 
they can also lead to short-term top management behavior and affect company growth. Short-
term incentives can cause cyclical changes in company performance or be inflated, which can 
lead to frequent top management turnover. Long-term incentives help retain top management, 
relate top management's gains to corporate interests, motivate top management's long-term 
behavior, contribute to the company's sustainable development, are less prone to top 
management turnover, and help to stabilize the top management structure. 

4. Factors Influencing the Turnover of Top Management at Baidu 

4.1. Company Profile 
Baidu, Inc. was incorporated on January 18, 2000, and is the world's largest Chinese search 
engine. Baidu was listed on Nasdaq in 2005, and Baidu was listed on HKEx for the second time 
in 2021. Its market value exceeded 700 billion Hong Kong dollars. It sold 95 million shares 
worldwide, raising a total of 23.94 billion Hong Kong dollars. Baidu is a leading AI company 
with a strong internet base. It is one of the few companies in the world that provides full-stack 
AI technologies such as AI chips, software architectures, and applications. Baidu Inc. was named 
one of the top four artificial intelligence companies in the world by an international 
organization. 

4.2. Top Management Turnover at Baidu from a Corporate Governance 
Perspective 

4.2.1. Impact of Baidu's Share Stucture on Top Management Turnover 
As the first Chinese concept stock to enter the NASDAQ, Baidu's initial public offering (IPO) is 
based on a dual-class share structure. After the IPO, Baidu shares were divided into two types, 
A-share and B-share, which were identical in terms of earnings and in terms of voting rights, 
with A-share having one vote per share and B-share having 10 votes per share. It is also stated 
in the prospectus that under no circumstances can A-share be converted into B-share, whereas 
B-share can be converted into A-share, provided that the holder sells the B-share, then the 
shares are automatically converted into an equal number of A-share, and that all B-share will 
be converted into an equal number of A-share as soon as Robin Li and his team collectively hold 
less than 5% of the issued B-share. and the company will not issue any more B-class shares. 
Baidu's dual-class share structure and board of directors plan to prevent hostile takeovers and 
ensure that absolute control of the company is in the hands of the founder. 
The dual-class share structure resulted in the control and ownership of Baidu being in the 
hands of Robin Li, with one share dominating the company, making Baidu's business and 
development strategy all based on Robin Li's personal preference. Robin Li's energy is limited, 
and all decisions need to be approved by him. Personal preference has led to conflicts between 
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Baidu's various business groups, and conflicts between senior management and Robin Li's 
preference have led to frequent turnover of Baidu top management. 
4.2.2. Impact of Baidu's Board of Directors on Top management Turnover 
At the beginning of Baidu's IPO, there was a Five-member Board Plan. According to the 
shareholders' agreement of Baidu, the board has five members, Li Yanhong is the chairman of 
the board, and the remaining four directors are sent by two venture capitalists each in the first 
two rounds. 
As the company grows, the company's directors are also changing. Comparing the data of 
Chinese listed companies we analyzed, Baidu now has a smaller board size of six, a smaller 
board shareholding ratio of 16.67%, a smaller board shareholding ratio of 83,33%, and a 
majority of independent directors. According to the influence of board characteristics on top 
management turnover, Baidu has a smaller board of directors, a more unified view on decision-
making, a board of directors with only one shareholder, Robin Li. This does not have strong 
monitoring of top management, a board of directors controlled by the majority shareholder, an 
insignificant role for outside directors, and a restricted role for the board of directors. 
The board of directors feature makes Baidu's board decisions decided by Robin Li alone. When 
there are disagreements between top management on the development of the company, Robin 
Li's decisions often lead to the departure of the other party to the conflict in exchange for the 
stable development of the general situation. In 2009, Yu Jun chose to leave Baidu because his 
ideas were not supported by Robin Li and he had differences with the company's development. 
With the departure of Yu Jun, many top management with similar philosophies to Yu Jun also 
chose to leave Baidu in the following years to seek new development. Robin Li's decision-
making preferences and strategic choices also led to many top management diverging from his 
ideas, and his insistence on his concept and rejection of other ideas led to the departure of old 
people from the company and new people from the company having new differences and 
opinions with the original top management, making changes in the company's top management 
more frequent. 
4.2.3. Impact of Baidu's Corporate Performance on Top Management Turnover 
Analysis based on Baidu's corporate financial reports from 2015-2020 yielded the following 
data. 
 

Table 5. ROE Results 

 2020 2019 2018 2017 2016 2015 
ROE 12.98% 1.26% 19.82% 17.63% 13.48% 51.27% 

 

ROE is the rate of return on common stockholders’ equity, naturally, the greater the better. 
Negative values indicate that the company's performance is in a state of loss, generally due to 
poor operation, inability to make ends meet, or still in an accelerated development period with 
large investments. From the above table, although Baidu's ROE shows a decreasing trend year 
by year, they are all positive values, indicating that the business is still in a relatively good 
operating condition. 
 

Table 6. Profitability Analysis 
 2020 2019 2018 2017 2016 2015 

Operating Revenue 107.1 billion 107.4 billion 102.3 billion 84.81 billion 70.55 billion 66.38 billion 

Operating Costs 55.16 billion 62.85 billion 51.74 billion 43.06 billion 35.28 billion 27.46 billion 

Gross Profit 51.92 billion 44.56 billion 50.53 billion 41.75 billion 35.27 billion 38.92 billion 

Operating Expenses 37.58 billion 38.26 billion 35.0 billion 26.06 billion 25.22 billion 27.25 billion 

Gross Profit Ratio 48.49% 41.49% 49.41% 49.22% 50.00% 58.64% 

Net Profit Margin 17.77% -2.13% 22.08% 21.56% 16.44% 48.86% 
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As can be seen from Table 6, Baidu's profitability indicators show a decreasing trend year by 
year, while operating costs and operating expenses account for an increasing percentage year 
by year, which can to a certain extent indicate the profitability of the enterprise is decreasing 
year by year. The Internet era is rapidly changing, and it is only natural that Internet companies 
should make concessions in terms of profitability to gain a pioneering advantage when they do 
not accurately position the needs of their users and then invest large amounts of money. Even 
though operating expenses are increasing, the increase is not too much. It is still within an 
acceptable range, but operating costs are increasing more. The gross profit ratio has declined 
year on year and the net profit margin has fluctuated more significantly. Baidu's operating 
revenue has grown year on year and its operating income and earnings have not decreased 
significantly due to the increasing size of the business. It is still able to be in a high rate of quality 
development on its way to continued expansion, an important factor being the cash flow from 
financing activities resulting from the expansion of total debt. 
 

Table 7. Debt-Paying Ability Analysis 
 2020 2019 2018 2017 2016 2015 

Total liabilities 159.8 billion 150 billion 140.2 billion 140.9 billion 131.1 billion 132.7 billion 
Working Capital 

Ratio 2.68 2.89 2.73 1.84 2.16 3 

Operating Net Cash 
Flow/Current 

Liabilities 
0.35 0.5 0.63 0.4 0.49 0.76 

 
In terms of solvency, all the indicators of the enterprise are decreasing year by year, while the 
liabilities are increasing year by year. The ratio of operating net cash to current liabilities is 
gradually decreasing, and the enterprise may face certain pressure to repay its debts. 
Tables 5 - 7 combined show that Baidu is in relatively good operating condition, but profitability 
and solvency have both declined. The company's performance is poor and volatile. 
The once BAT has been rewritten, with Baidu now trailing Alibaba, Tencent, Meituan Dianping, 
and Jingdong among listed internet companies. Baidu has fallen from a market cap of $80 billion 
to over $30 billion, being left behind by other famous internet companies. This has also led to 
frequent top management turnover at Baidu in recent years. For better company performance, 
Baidu has continued to adjust its organizational structure and develop new products, carry out 
new businesses. It also rectifies the situation under national policy requirements.  Due to the 
significant decline in performance, Baidu was forced to make personnel changes as key figures 
such as Xiang Hailong resigned and left one after another. 2017 saw the arrival of Qi Lu due to 
business adjustments. During Qi Lu's tenure, he laid down the strategy of bidding farewell to 
O2O and directly shuttling AI, and Baidu began to return to its main course. Qi Lu's appointment 
also brought about another round of top management cleaning. 
4.2.4. Impact of Baidu's Incentive Structure on Top Management Turnover 
With the need for top management talent, incentives are necessary for every company. 
Traditional cash incentives can put greater pressure on a company's cash flow, and with Baidu's 
poor performance, it is clear that a large amount of cash incentives Baidu cannot afford. Baidu 
implemented equity incentive plans in 2000, 2008, and 2018 respectively to attract and retain 
talent. To be able to play the equity incentive, long-term incentive to retain talent effect, Baidu 
provides that employees are given options in the first year can not cash. From the second year, 
employees can be exercised 1/4 at a time, and each month can subscribe to the total number of 
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options 1/48.  According to employee performance, Baidu will continue to grant new options, 
the long-term interests of employees linked to the company, to better retain employees. 
Baidu's equity incentive grants in recent years have remained at around 1.5%, with a very low 
option allocation, which is directly related to the company's lower than expected share price. 
Options are granted primarily to top management, who bear the burden of driving up the 
market value while most other employees enjoy the benefits of the existing market value. In 
2016, Baidu granted options + RS to top management in the hope that the top management 
would continue to drive up the share price, while RS was also a "benefit" for the top 
management. 
Baidu's incentive mechanism has retained top management talent to a certain extent. But equity 
incentives are affected by the company's operations, the poor state of corporate performance, 
and weak incentives. Baidu relies on a better compensation system and incentive mechanism 
to attract talent and bring in top management talent and top management teams, but the 
company's operating conditions fail to meet expected standards and equity incentives are weak. 
Baidu has adopted a below-market wage rate plus higher equity incentives. Weaker equity 
incentives have also led to a more frequent top management turnover. 
In short, Baidu's incentives are not balanced enough, with too large a proportion of equity 
incentives, a lower-than-market base pay rate for top management, too much risk for top 
management, and a high turnover rate. 

4.3. Impact of Baidu's Top Management Turnover on Corporate Governance 
Baidu's senior management turnover affects the company's internal governance. A major purge 
of Baidu top management changed the company's organizational structure, allowing Baidu to 
carry out business restructuring. At the same time, the company has adjusted the 
management's thinking, comprehensive strategic transformation. 
There is frequent turnover of senior management at Baidu, with conflicts arising between old 
and new employees. A variety of different development ideas have emerged, and there are 
major differences between various business groups. Baidu vigorously talks about reform and 
pushes reform, but after introducing new top management, the reform is not put into practice 
in-depth and does not change on key issues. This also led to a frequent turnover at the top of 
Baidu, and the development of Baidu lagged. 
Baidu's top management turnover has an impact on the performance of the company. The 
departure of Baidu top management affects the company's business development, and the 
departure of heavyweight top management further leads to a significant drop in the company's 
share price and affects the company's performance. The performance of the company declines 
and the share price falls, affecting shareholders' interests and decreasing shareholders' equity. 

5. Conclusion 

Firstly, by analyzing the current situation of top management turnover in Chinese listed 
companies, we conclude that top management turnover in Chinese listed companies is a 
common phenomenon and tends to be younger and more frequent. 
Next, the factors influencing top management turnover are analyzed and it is concluded that 
top management turnover is influenced by different factors. ① It is not simply the high or low 
performance that determines whether an top management stays or goes, but the top 
management will decide whether to leave or stay in the company because of the company's 
performance. ② Differences in shareholding structure and the degree of decentralized 
concentration of equity determine whether top management turnover is determined directly 
by company performance or by the board of directors or shareholders' meeting. ③ The size of 
the board of directors is significantly correlated with top management turnover at a 
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significance level of 0.01, with a significant positive relationship. The larger the size of the board 
of directors, the more likely it is that top management turnover will occur. Top management 
turnover is significantly correlated with the percentage of shares held by the board of directors 
at a significance level of 0.05, with a significant negative relationship. The percentage of 
independent directors has no significant effect on top management turnover. ④ Companies in 
emerging industries and Internet companies are more inclined to use younger top management 
with stronger development potential and innovation ability, but most state-owned enterprises 
use more experienced and older top management for top management turnover. Although with 
the retirement of top management and the development of hybrid reform, the top management 
of state-owned enterprises are gradually getting younger. ⑤ Both short-term incentives and 
long-term incentives have an impact on top management turnover. Companies need to 
establish incentive mechanisms that match their strategic development while avoiding 
incentive failure. 
Finally, Baidu's business conditions and top management turnover are analyzed as an example 
of the factors influencing top management turnover. In actual company operations, top 
management turnover is influenced by various factors at the same time, and the five influencing 
factors interact with each other and do not affect top management turnover alone. In addition 
to the five influencing factors presented in this paper, internal conflicts within the company and 
the support of the company's beneficial owner also have a significant impact on top 
management turnover. 
In short, in actual company operations, companies should pay more attention to the influencing 
factors of top management turnover, balance the role of each factor. It is also important to focus 
on internal governance issues, balance the internal conflicts of the company, and develop the 
transformation to be thorough. To firm up the strategic path and ensure the win-win benefits 
for the company's shareholders, directors, and top management. To retain top management 
talent and adjust the company's business appropriately to ensure maximum corporate value, 
maximum shareholder interest, and effective corporate governance. 
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