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R 3 Pearson XM IEER
Table 3 Results for Pearson Correlation Test
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Table 5 Test Results for CEO Overconfidence
on the Stock Price Crash Risk
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Table 6 Test Results for Management Team Ability,
CEO Overconfidence on the Stock Price Crash Risk
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Table 7 Sub-Sample Test Results for Based on Company Strategic Orientation
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Table 8 Robust Test Results for Based on the Substitution Variables
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Promising Executives, Overconfident CEOs
and Stock Price Crash Risk:
Collusion View or Balance View

XU Fei', ZHU Xiaoyan®, GE Jingzi'
1 School of Economics and Management, Anhui Normal University, Wuhu 241000, China
2 School of Business Administration, Huaqiao University, Quanzhou 362021, China

Abstract: As an organic whole, the CEO and the executive can be either balanced or colluded. According to the “collusion
view,” the CEO is at the top of the bureaucratic structure. They can easily become the target for other executives to build rela-
tionships and flatter, which greatly reduces the advantages of heterogeneous teams. As a result, the executives respond posit-
ively to the irrational actions of overconfident CEOs. According to the “balance view,” driven by their own resource advant-
ages, awareness and sense of values, promising executives will exert their efforts as much as possible to avoid the negative
consequences led by overconfident CEO's irrational actions. Therefore, it is urgent to investigate the role of promising execut-
ives in the relationship between overconfidence CEO and the stock price crash risk.

In this study, overconfidence CEO and promising executives are regarded as an organic whole, and the ability of execut-
ive team is introduced into the analysis framework of the relationship between overconfidence CEO and stock price crash risk.

Taking A-share listed companies from 2007 to 2017 as the research sample, this study constructs a multiple regression model
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to empirically test the impact of promising executives and overconfident CEOs on the risk of stock price crash. This study fur-
ther discusses whether the promising executives play the counterbalance or complicity effect on the overconfident CEO. Then
we also identify the business environment for executives to play a role from four dimensions, namely, strategic choice, ineffi-
cient investment, operational efficiency and management power.

The results are as follows: (D the overconfident CEO will increase the risk of stock price crash, while promising execut-
ives will help to restrain the influence of overconfident CEO on the risk of stock price crash, thus verifying the “balance view” .
(@ The overconfident CEO of the aggressive strategic company is more likely to increase the risk of stock price crash. Accord-
ingly, the aggressive strategic company’s promising executives are more likely to restrain the influence of overconfident CEO
on the risk of stock price crash. 3 The overconfident CEO in the inefficient investment company is more likely to increase the
risk of stock price crash. Accordingly, the inefficient investment company’s promising executives are more likely to restrain the
influence of overconfident CEO on the risk of stock price crash. @ The promising executives can play a more balanced role in
high efficiency companies, so the promising executives of high efficiency companies are more helpful to restrain the influence
of CEO overconfidence on the risk of stock price crash. (5 The promising executives can play a more balanced role in high
management power companies, so the promising executives of high management power companies are more helpful to restrain
the influence of CEO overconfidence on the risk of stock price crash.

The results help to enrich the research on the influence of the executive team on stock price crash risk, and construct an in-
tegrated theoretical framework of overconfident CEO and promising executive as well.

Keywords: promising executives; overconfident CEOs; stock price crash risk; collusion view; balance view
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