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Figure 1 Relationship Diagram between the Factors of Corporate Misconduct and Crackdown Mechanism
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Table 3 Random-effect Panel Probit Regressions for Determinants
of Illegal Decisions in Bounded Rational Condition
HERY 1 FEHY 2 3 R4 B 5 R 6 HiE 7 R 8 ;IR
AR gl S IR SIS BRSO MR MR MR
(MEC1.2803) (ME1.283) (M 1.283) (ME1.283) (MEB 1.2 M3) (U2 M3) (k2 3) (U2 f13) (U2 #13)
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Bre2 (0.103) (0.118)
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FRER 0.077 0.154 0.154 0.136
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HF 7 ( ) ( )
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Table 4 Random-effect Panel Probit Regressions for Determinants
of Illegal Decisions in Quasi-fully Rational Condition

1 R 2 W 3 izl 4 i 5
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Corporate Misconduct and Optimal Random Crackdown
——An Experimental Research

Qin Yongheng, Wan Difang
School of Management, Xi'an Jiaotong University, Xi'an 710049, China

Abstract ; Aiming at the corporate misconducts, with consideration of the corporation’s heterogeneity in risk preference and deci-
sion-making rationality, we firstly set up a model and analyze the different reactions between the quasi-fully rational corporate
groups and the bounded rational ones with social leamming process when their violations are facing inspection and crackdown.
Then, by referring the optimal random crackdown theory we predict that under resource constraint the * random crackdown mode”
and the “random-grouped crackdown mode” will make different effects on these two type firms in reducing their violations. At
last we test the relationship among the level of their misconducts, the supervision departments’ inspection and crackdown intensi-
ty, and different crackdown modes with same intensity by carrying out laboratory experiment. The results show that the proportion
of misconducts monotonically decrease with the inspection and crackdown intensity, but differently, the bounded rational corpora-
tions" violations quadratically relate to the inspection and crackdown intensity, while the quasi-fully rational corporations linearly
do. When the two types of corporations are inspected with equal intensity, the quasi-fully rational ones’ violation proportion is
higher than that of bounded rational ones when the intensity is low, and this comparative relationship reverses with application of
random crackdown mode when the intensity is high, but with the application of random-grouped crackdown mode both of the rates
become almost equal. In addition, the random-grouped crackdown mode is more efficient to decrease the level of violation for the
bounded rational corporations than the random crackdown mode. The results of this paper can offer reference for the supervision
departments’ choice of crackdown modes.

Keywords ; corporate misconduct;inspection and crackdown ; heterogeneity ; bounded rationality ;risk preference;laboratory experi-

ment
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