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Table 2 Results for Descriptive Statistics

AR ME E BME BB &KE
Cre 0.338  0.950 0 0 5

Tos 0.081  0.141 0 0 0. 667
Soe 0.339 0.473 0 0 1

Mkt 8.488 1.686  5.300 8.690 10.923
Siz 22,090 1.357 19.178 21.923 26.168
Lev 0.445 0.218 0.051  0.437 1. 004
Gro  0.402 1.205 -0.778  0.113  8.898
Ros 0.059 0.237 -1.556 0.070  0.566
Age 16.605  5.985 1 16.500 52.670
Top 34.639 15.117  8.500 32.410 74.890
A_a 53.437 5.471 41.667 53.250 67.333
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Table 3 Empirical Results
Cre
(1) (2) (3) (4) (5) (6)
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w
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Table 4 Robust Test Results: Fixed Effect Model

Cre

(1) (2) (3)

(4) (5)

(6)

. —0.054 ~0.144" 0.072 ~0.034 0.269 0.177
o (-0.758)  (-2.044) (0.950) (-0.451) (0.691) (0.474)
. 0.149* 0.075"
% (4. 544) (2.243)
— ~0.502°%  —0.513°"
(-2.821)  (-2.840)
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Inside Directors’ Foreign Experience and
Tied-up Appointment of Independent Directors

PENG Fei' ,SU Zihao® ,DUAN Yun’
1 Business School, Beijing Technology and Business University, Beijing 100048, China
2 School of Management, Harbin Institute of Technology, Harbin 150001, China

Abstract : There is an evident phenomenon of tied-up appointment of independent directors among listed companies in China, that
is, independent board of directors who have served in the same company usually jointly enter another company as independent di-
rectors. The rotation system does not prohibit the tied-up appointment of independent directors. Thus tied-up appointment may
weaken the independence of independent directors. Thus, it is of great practical significance to explore the influencing factors of
the tied-up appointment of independent directors.

Directors with overseas experience are inclined to apply advanced corporate governance of other countries, and they are not
subject to the restriction of “ guanxi” in the execution of their duties. Using China's A-share listed companies from 2008 to 2019,
we investigate whether intemal directors’ overseas experience restrains the tied-up appointment of independent directors. Further-
more, we examine the moderating effect of the nature of property rights and the degree of marketization separately. Moreover, we
also examine the mediating role of independent directors’ tied-up appointment in the effect of internal directors’ overseas experi-
ence on firm performance. Finally, we investigate the role of the internal power balance within the board of directors on the gov-
ernance effect of internal directors’ overseas experience.

We find that internal directors’ overseas experience alleviates the phenomenon of tied-up appointment of independent direc-
tors; in state-owned enterprises, internal directors with overseas experience have a more substantial restraining effect on the phe-
nomenon of tied-up appointment of independent directors; the higher the degree of marketization, the stronger the restraining
effect of the internal directors’ overseas experience on the tied-up appointment of the independent directors. The main results still
hold after a series of tests, including the fixed-effect model, the difference model test, and alternative measurement of overseas
experience. Furthermore, we find that the tied-up appointment of independent directors reduces the return on assets of listed
companies, and the intemal directors with overseas experience can improve the return on assets by restricting such tied-up ap-
pointment. Moreover, in terms of the appointment decision of independent directors, the overseas experience of internal directors
has a governance effect through internal directors, and the overseas experience and the power of the chairman can affect the gov-
ernance function of the internal directors.

Our results reveal the restrictive effect of the internal directors with overseas experience on the weakness within corporate
governance resulted from “guanxi”. Notably, the positive effect of internal directors with overseas experience on the appointment
of independent directors relies on a human resources market of independent directors with high efficiency and abundant supply.
As the internal power balance of the board of directors influences the corporate governance effect of internal directors with over-
seas experience, improving and maintaining the efficiency of board system operations is an important guarantee to raise the level
of governance level of listed companies in China.
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