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Table 5 Multivariate Regression Results for Non-local Independent Directors and Corporate R&D Investment

OLS [ %53 Tobit [&] 925 5
RD1,,, RD2,,, RD1,,, RD2,,, RDdum, ., RDdum
Difl, -0.0001°**  -0.0003"**" -0.066"* -0.066"°
(-4.560) (- 4.830) (- 2.440) (-2.440)
Dip, -0.0003***  -0.001***
(-11.890)  (-11.660)
iz, 0.0001 *** 0. 0003 *** 0. 0001 *** 0. 0002 *** 11 o 0.172***
(11.930) (13.540) (5.420) (7.270) (17. 140) (17. 140)
Lev, - 0.001"* -0.002°"" - 0.001°* - 0.002** -0.321°"" -0.321"""
(-13.760) (- 16.000) (-8.910) (- 11.860) (- 5.470) (-5.470)
g - 0.001** -0.003°"" -0.001"* -0.002"" -0.167 -0.167
' (- 6.930) (- 11.100) (- 4.320) (- 8.570) (-0.640) (-0.640)
Cap, - 0. 00001 -0.0002" - 0. 00001 - 0.0001 - 0.084 - 0.084
(=1) (- 1.940) (-0.350) (-1.250) (-1.530) (-1.530)
Tha, 0. 0001 *** 0. 0002 *** 0. 0001 *** 0. 0002 *** 0.052*** 0.052°**
(10.970) (11.780) (6.060) (7.090) (9.250) (9.250)
- 0. 00001 - 0. 00001 0. 00002 - 0. 00001 - 0.011 -0.011
(0.210) ( - 0.540) (0. 680) (- 0.350) (- 1.630) (-1.630)
- 0.001°* 0.002"" 0.001*** 0. 002" 0.548" 0.548"*"
(5.610) (4.210) (4.300) (2.930) (2.690) (2.690)
Top, -0.00002***  =0.00002*** -0.00001°""  -0.00001°**  -0.007"*" -0.007"**
(-13.770)  (-12.530)  (-10.880) (-9.970) (-10.200)  (-10.200)
Dié, 0.0001 *** 0. 0003 *** 0. 00002 0. 0002 ** 0. 006 0. 006
(3.310) (3.810) (1.550) (2.240) (0.270) (0.270)
oI, 0. 00001 0. 00001 * 0. 00001 0. 00001 * 0. 0001 0. 0001
(1.490) (1.770) (1.380) (1.680) (1.070) (1.070)
e 0. 00002 *** 0. 00001 *** 0. 00001 *** 0. 00001 ** 0. 00003 ** 0. 00003 **
(6.970) (6.430) (2.970) (2. 470) (2.040) (2.040)
s 0. 0002 *** 0. 0006 *** 0. 0001 *** 0. 0004 *** 0.029 0. 029
‘ (8.620) (11.570) (4.710) (7. 800) (1.260) (1.260)
. - 0. 00001 - 0. 0001 - 0. 00001 - 0. 00001 -0.088""" -0.088"""
' (-0.830) (-0.820) (-0.790) (-0.610) (- 3.180) (-3.180)
156, - 0. 00001 -0.0001" - 0.0001 ** - 0.0002" - 0.009 - 0. 009
(-1.220) (-1.920) (-1.970) (- 2.480) (-0.330) (-0.330)
fow - 0. 00001 ~ 0. 00001 - 0. 00001 - 0. 00001 -0.047 - 0.047
‘ (-0.670) (-0.370) (-0.680) (-0.310) (- 1.490) (- 1.490)
Aca, 0.0001 *** 0. 0002 *** 0. 0001 *** 0. 0002 " 0.049** 0.049°"
(4.380) (4.200) (3.060) (3.100) (2.420) (2. 420)
Ind il il il il ¥l il
Yea ¥ il Fifil | il il el
- -0.002** ~0.005*** -0.001* -0.002** -6.218"* -6.218"
(-9.380) (-10.300)  (-2.380) (-3.820) (-2.530) (-2.530)
L {5 55 627 55 627 55 627 55 627 55 627 55 627
Ji% R 0.019 0. 024 0. 037 0. 042
th R’ 0.080 0.080

E: **Hp<0,05, FF,
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Table 6 Univariate Regression Results for
Non-local Independent Directors,
Cultural Diversity and Corporate R&D Investment

RD]]H RDZHI RDI]H RDZ.HI

Dl 0-0001°*~0.0003"**

‘' (=3.490) (-3.700)
[ - 0. 0002 "*"= 0. 0004 ***

' (-6.580) (—-7.040)
Ind £t il £t £l
Yea ] | Bl £l
o 0.001"** 0.001*** 0.001"** 0.001"*"

' (6.650) (6.260) (7.340)  (7.030)
WAE 55627 55 627 55 627 55 627
JE# R* 0.025 0.027 0.025 0.027

FEATEHE LN EHA(OXETEE. R
F U ORI B X B A R A B R B R

6 H—L D
6.1 XItB. RHUBFSLATUMEA

E3CH  ABTGEIE B T 5 0 E X A BT £ A B
7T W T R R SO B AR S K BB
Rio AHWRULEBRMAEE, AR RIAXHKEH
M. RERFENLR, PEE-ITRXFAHHES,
Br X e EET. FEH THREERTEN S

B R IR T4 ) B RAG 1 A [, B o A BF 5%t —
FRAXABERBEERLS A ZHE. SF5 & EH
Bl A bR R A LB L S E R A N T A X
fC B AR B, 2 50 0 B bR fe . KE T SC/LE , R i
XACHE , R B i BOoC AL B, BT T i SO, KT
T SO B, TR SO, TR RSO
B ) B A5 A, R ) Sk B AE A 0 R R AT O T
FormEA R ESR .

WM, K 5 4 7 T ok IR TR R S0 AL B i
EHBIENREZE H(O)XEHHXTER, S5
W38, F8 F Difw Ny 5 24§ B e 38 A W] AL B Y
T B BT O LE A R8BSR 25 A4 33 R EA, Difw B[]
HABHBERT, p<0.010, Wk A 527 EM
iR SCE P R X A A R BT BRA A A E
R, BLEA AR SO B & i E S /] ) A B
N N 18 AL /AR B DREUR T N
6.2 RMMEBRFEMBASATCIFRA

AR — S FEF M E TR A MR M
DX, 7E 44 il 57 7 3 0B A0 ) A, 498 om G 0K > 5 3 7
BEPHEMEREEARWARRH. vEEX—
[fa) B85, A BF 5% 3 52 BT ) % B 28 fit Diarl Hl Diar2, Diarl
AXBARFTEERMMEN T S EMHERS LF
ThE BB B, Diar2 93k B AR 7 E R3S
HATEREMEHE SFEME SR B, KW
MEBRAQRETENE, HRLEZSHHSH ~ B
8%, GREW , BHHAKEEN NG, p<0.010,

ABEFE R ARG R B A [F A X T4 A 5o
R AL & Difp M Dife, 51 513 7m 7 o i 2 o PT R & 4
BESHELSHRMLKAMBEBRERTERTHE
5905 S Bag b B, R DA B AR B A (1) % 8 B #%

R AUDE . XUSHEESQATUFEASTOORESR
Table 7 Multivariate Regression Results for Non-local Independent Directors,
Cultural Diversity and Corporate R&D Investment

OLS [E] 4551 Tobit [&] 1944 5
RD1,,, RD2,,, RD1,,, RD2,,, RDdum, ,, RDdum, ,,
Dial -0.0001°"" —0.0003 """ -0.106™"
' (-3.650)  (-4.030) (-3.160)
Did2 —-0.0002 """ -0.001""" -0.101 """
! (- 6.520) (-17.330) (- 3.840)
£y il ¥l il il ¥l il
Ind il i) il il i) il
Yea = £kl ¥l il £kl ¥l
— -0.001  -0.002""  -0.001  -0.002""  -6.205"  -6.054"
(-2.320)  (-3.790) (-2.460)  (-3.960)  (-2.530)  (-2.470)
R R{E 55 627 55 627 55 627 55 627 55 627 55 627
E#x R 0.035 0. 040 0. 035 0. 040
th R 0.077 0.080
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Table 8 Regression Results for Non-local Independent Directors Coming from
Different Culture Circle and Corporate R&D Investment
RD] t+1 Rmh—l RD] t+1 RmHI RDI i+ Rmul
Difu, -0.0002""" -0.0004""" Diarl - 0.0001*" - 0.0002""
(-5.260) (- 5.140) (-2.300) (-2.500)
Diatd -0.0003""" -0.001""
(-8.210) ( - 8.340)
R il il il A B il F il il il
Ind il Fa il Ind il F il il il
Yea il il Yea il il il il
- 0.001**" —0.003*** -0.001** - 0.002**" - 0. 0004 -0.002**
Iﬁ Al
HER (~2.860) ( —4.290) b (—2.380) (-3.740) (- 1.490) (- 3.280)
FURIETEY 55 627 55 627 PURINIED 55 627 55 627 55 627 55 627
ik 0.035 0. 040 Esk R 0.034 0.026 0.023 0.027

ABEFTENIE, SRR, HREY, MhEHERR
LT, HEMEREBERK, NN TERE X
HEHYE, FREHFXE -BE LN EE L5, %
BIFRAFENEE R, UEERENAHRER
[B] I9 45 SR A4 4 GE AR AL

RIFARMFURESLAIFUTRANDNEER
Table 9 Regression Results for Non-local Independent
Directors Coming from Different Provinces and
Cities and Corporate R&D Investment

RD1,,, RD2,., RD1,,, RD2,.,
Difp, —0.0003* - 0.002**"*
(-1.970) (-2.860)
Dife, - 0.0001 ***= 0. 0003 ***
( —2.950) (- 3.240)
EhAER S & il il il
Ind il il =il =l
Yea il i = il
- -0.001 -0.005"" -0.001"" -0.002**"
"B (-1.450) (-2.220) (-2.170) (-3.630)
FURIETE 55 627 55 627 55 627 55 627
ViR R 0.017 0.013 0.034 0.040

6.3 RHBEREARABERSLATCMBA
EAMARVBREY S ERT BOAE R

HEUE N SHERATALERAEEL MW,

EEXRTIEFRF REHERTEZHXRLTREY

PR R A F TR ARG . Hik, AW
BUMA B 5 A 52 955 2 X 5% 40 0 o F A % B
VET S0/ 1 BI RS A K 2 10 7B BT B AR AT
5 45 R B A T TS, B
RDEJ,HI =t §°1DT.:)C."_:,: + q’EDéﬁ,\j,x o Te‘fx,\j,: +¢35ks¢',s +
o Lev;; , + @sRoe,; , + .Cap, ; , + ¢;Thg, ; , +
@y Boa;; , +@,0ut;; +@Top,; , +¢@, Dua,;, +
@ DTL, ; ,+@3Cas; ;  +@ S0, +@isGen, ; +
edee;, + eplaw,;, + pAca; ;, + Z Ind +
2Yea+ Eiju (4)
RDFJ,M-I = ¢y + ¢ Dia;;  + by Dia,; * Tec,;, +dsSiz; ;, +
‘}bal‘eﬂq,: + ¢5RoeiJ,l 53 ‘i’écapxj.: + ‘b?TbQ'.'J,a +
¢y Boa;; + ¢y Out, ; + by Top, ; + by Dua, ; +
¢, DTL ;, +¢y3Cas, ;  +yy Soe; | +isGen, ;  +

disdce;, + by Law,;, + gdea, ;, + Z Ind +
Z Yea+ ¢, (5)

Hr, Tec Ryl 2, Y ME L EHRFARMXE
SEEE N, B W BAE K050, 1 g F BT, @, ~
P My~ by NEIHRE 6., Me, ARET. (4) K
EEFHMENAFAQUMBANE W, DI 43 A
MAMAIEHRR, R/ MERTNRIBME, &
FABENDA, THEBRNDI/.(5) REEEN
B X5 E R A E AR A, ] & DiaS
Dia6 F T, 4 ME N E 5 XH R Mk #H e
DiaSHUH 1, B WIHE N0, i ERE 5 KEN
5 1 EE i Dia6 BU(E M1, T W HCME A0, (5] 09 85 1 W
£10, EREV BRI ENARWNFFENEE
W, MEEHASRNFHMEREE—FERE L2
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RO NMABRAREERNODLOSER
Table 10 Regression Results for Considering
Technical Backgroud

R BERBTUFFERALAIOEESR
Table 11 Regression Results for Subsample
Firms of Technology

RD]-pq Rmul RDlnl Rm“l

RDI(+] Rm!+] RD1 i+ RmHl

- 0. 0001 ***~ 0. 0002 ***

-
%, (-3.800) (-3.850)
Dif5,+  0.0002* 0.0004**"
Tee, (3.360)  (3.330)
D, = 0. 0008 % =0, 001 **¥
(-9.690) (-9.380)
Difs, - 0.0001 *** 0.0003"*"
Tec, (2.990) (2.960)
EHEE  EH il il il
Ind il Ey il il il
Yea e il il Pl
~0.001* —0.002*** -0.0003 -0.001"
BT
BB | 860) (-2.710) (- 1.040) (- 1.900)
WM 46273 46273 46273 46273
iR 0.036 0. 041 0. 038 0. 042
Dias, ~0. 0001 ***= 0. 0002 ***
(-2.610) (-3.220)
Dias, - 0.0001* 0.0004"
Tec, (1.880)  (1.980)
Dia, — 0. 0001 ***= 0. 0003 ***
(=5.290) (-5.730)
Dia6, - T m—
Tec, (3.130)  (2.830)
BEHEE  BH il il il
Ind Bkl =l syl il
Yea i el el il
- ~0.001** =0.003*** -0.0004 -0.002°"
(-5.720) (-6.200) (-1.590) ( -2.420)
W 46273 46273 46273 46 273
VR R®  0.018 0.022 0.036 0.041

X PR . BT E R T R MU Ok IR T CSMAR
B A — S B Bk, S O R 0 L R A o
6.4 RRETUFHIBENE—-—SOR
HTFARRAUMAFTI X RIF W HREEREKRE
FOEARRTEHEN TFHMTLTFEEGTESZHNAQ
HEs, AFRACLESL, Bilt, AR ERITE
B 3 £ At R T 35 R R A DA B B 2 o kAR
AREBFEAT LR, BEHA(DOKXHETEHE,
GRRERNMARMBE,

AR AL G {5 A A T B il TR AR

- 0.0002 """~ 0. 0004 ***

Dift, (=3.110) (- 3.030)

- 0.0004""" - 0. 001 ***
(-17.530) (-7.570)

TR ] ] ]

Dip,

Ind ¥ il il ¥
Yea el il 5l 5l
WX o Gom) G4y @
BURHT 18366 18366 18366 18366
F#% R 0.016 0.019 0.019 0.021

B A% R ZG il TR A

-0.0001* —0.0004**

Di
A, (~1.690) (~2.110)

- 0.001*** - 0.001***
(-8.640) (-8.300)

£t O 5 Eidl el

Dif2,

Ind il il il il
Yea il il il il
-0.003"*" - 0.007*** - 0.003""* - 0.007"***
L (-3.150) (-3.840) (-3.160) (-3.810)
W 9609 9 609 9 609 9 609
WER  0.020  0.025 0.026  0.031

CEMERBRASGTILHEL R FHEAR

-0.001""" -0.003"*""

i (-4.690) (-3.500)

-0.001"** - 0.004"**
(-6.190) (-5.420)

EHERE ] ) il

Dip,

Ind il il il il
Yea il il i =il
0.008°**  -0.002 0.009°** - 0.001
TR (3.060) (-0.330) (3.510) (-0.070)
WM 4866 3763 4 866 3763
%R 0.031 0.076  0.035 0.080
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KEYEAR AT, 57 3 760 3 9 3 T AR I A6 A 5 F 1
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&

7 &ie
7.1 RRERNVERLEBN

A F 98 F T e 58 2001 4F 52017 4F o = A fie BT
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TIREMETAEMSERSFATMEER, B R
WHE;FN,BETERMEE KRELE, F TR
TC 7 3 TF 4 BT R B 07 5 X ERRT R O |/ K26, R
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Non-local Independent Directors and Corporate Innovation Investment .
An Investigation from the Angle of Cultural Diversity of the Board

LIN Yan',XIE Shusang',LIU Bachua®
1 School of Accounting, Yunnan University of Finance and Economics, Kunming 650221 ,China
2 School of Business, Sichuan University, Chengdu 610065 ,China

Abstract ; Board of directors is the vital mechanism of corporate governance. As one of the most important way to mitigate agency
problems, independent directors play vital roles such as monitoring and consulting. In China’s stock market, many firms enroll
independent directors from other provinces or cities, whom usually being referred as non-local independent directors. Those non-
local independent directors bring cultural diversity into the board, yet few studies discuss the effect of independent directors from
the cultural diversity angle. Existing literatures find that non-local independent directors attribute to offering consulting advice to
corporate operation and governance, while their monitoring role is limited. The effect that non-local independent directors on cor-
porate innovation is open to explore, especially discussing this problem from cultural diversity angle.

Using A-share listed companies in China from 2000 to 2017, we firstly denote non-local independent directors by manually
matching independent director’s residential places where he/she spend most of his/her life and the place of incorporation of his/
her firm where he/she is employed as an independent director; then according to the data of dialect regions and dialect category,
we manually match non-local independent directors’ longest residential places and the dialect regions or dialect categories to con-
struct proxies of cultural diversity. Based on agency theory, signal theory and upper echelons theory and the above data, this
study inspects the effect that non-local independent directors exerting on corporate innovation investment.

This study firstly finds that the non-local independent directors have a negative impact on the corporate innovation invest-
ment. Moreover, the independent directors from different dialect areas have a more significant negative impact on corporate inno-
vation investment. The additional tests show that, nonlocal directors who come from different “culture circle” would curb corpo-
rate invest on innovation; the more provinces( cities) the nonlocal directors coming from, the sever the negative impact they exer-
ting on innovation investment; while the researching background of an nonlocal independent director would mitigate the above
negative effect. After considering whether independent directors have the background of technology research and development, it
is found that the technology research and development expertise plays a moderating role in inhibiting the effect of independent di-
rectors in allopathy on the company's innovation investment. Further regression using company data from technology industries
( computer, communications and other electronics manufacturing and pharmaceutical manufacturing) is consistent with the main
conclusions.

This study incorporated the concept of * cultural diversity” represented by dialects into the framework of independent direc-
tors in allopathy and corporate governance, which enriched the research on the concept of “humanity” of independent directors,
and further expanded the relevant researches on the governance of independent directors. In addition, the independent directors
in allopathy bring cultural diversity, information and conflicts to the board of directors, weaken the effective supervision of the
board of directors on the innovation investment of the company with a long return period, and respond to the research on board di-
versity. From the practical aspect, we can consider how to effectively enhance the advantages and avoid the disadvantages of the
management function of the independent directors in allopathy in terms of the system design.

Keywords . non-local independent directors ; cultural diversity ; corporate innovation ;dialect districts; culture circle
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