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s Debt + pgInsti_R + i, Board + pg Tenure +
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Table 1 Definition of Variables
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FE, o HEEHLIE BT
ROA = ny + 1,FDA? + 1,FDA* - CR_1 + n,FDA +
N FDA+-CR_1 + n5CR_1 + n4InSize + n, Sale +
ng Debt + ngInsti_R + n,oBoard + n,, Tenure +
0, Change + Industry + Year + ¢ (4)
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R, o M FEHLIN BT .
H %, , B 3 3 2 57 M X CEO KRB 5 il
S Z 6 KRB R, MR (5) A (6)5K, B
ROA = v, + 9, FTA* + 9, FTA* - Dir+ y, FTA + ,FTA -
Dir + y;Dir + vyginSize + y,Sale + vy Debt +
yolnsti_R + vy, Board + vy, Tenure + y,, Change +
Industry + Year +v (5)
Horr, oo HBEE )~y 528 B0 4l ST B W
AE v HHEHLIE S .
ROA = py + p, FDA® + p,FDA® + Dir+ p,FDA + p,FDA +
Dir + p; Dir + pglnSize + p;Sale + pgDebt +
polnsti_R + pgBoard + p,, Tenure + p,, Change +
Industry + Year +o (6)
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ARE, o HEEHLIL B .
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K2ABEAR SN FHEFOMAEG TSR, H
R2UH, AL WCEO S RE XK ERNFHEN
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Table 2 Results for Descriptive Statistics of Variables

A b
I mm o i REE BUME Bk
E:<2ii]
ROA 0.051 0.138 -1.561 10.032
HAE
EPS 0.383  0.562 -6.691 14.580
FTA 0.217  0.279 0 1
BAE
FDA 0.205 0.264 0 1
CR1 0.363 0.155 0.022 0.89%
R Dir 0.370  0.055 0.091 0.750
it Meeting 9.099 3. 668 1 57
Super  3.709  1.187 1 12
InSize 21.801 1.335 13.076 28.509
Sale 0.169 0.437 -1 8. 809
Debt 0.450 0.360 0 13.710
Pl ;
Insti R 0.374 0.236 0 0. 982
At
Board 8.889 1.777 4 18
Tenure 3.368 1.971 1 17
Change 0.183 0.387 0 1
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Table 3 Correlation Coefficient of Main Variables

TE ROA EPS FT4 FDA CR.1 Dir Meeting Super InSize Sale Debt Insti R Board Temure  Change
RO4 1

s 040 1

i =004 -0.08"" 1

FDA - 005" -0.089 """ 0.5%5°"" |

CRL 0.0 017" -0.04°""-0.08"" 1

D -0.009  -0.020°" 0.041°7" 0.04 0.056°" 1

Meeting -0.044 *** -0.00°*  0.013 0 -0.0m 0.0 |

Super - 0,037 -0.03"* -0.010 0. 008 0.082 7" -0.093 "= - 0,008 1

IS -0.087"" 00607 0.0 0.0827°" 0.23°7" 0067 027777 02957 |

Sole 01007 00537770007 -0.035 77 -0.007 0.0I7"  0.0m 7T -0.037 7" - 0.0 l

Debt  -0.154 """ -0.1807*" 0.001 0.6 -0.02  -0.00 0.9 016" 0.1977""-0.003 1

Isi R 003" 0.148"° 0.049°"° 0007 0.284°"" -0.031°"" 0.066™" 0.186°"" 0410 0.04 0.18°" 1

Board - 0,012 0.057 " -0.014 0.07° 002477 03917 0.003 0.347°7 0302777 -0.047°" 00077 0.181°" 1

Tenure - 0,002 0.003 061277 06827 -0.040°"" 0.097"" -0.04°"" -0.02°"  0.049°°"-0.009""-0.036""" 0.0647"" OB 1

Change -0.007°** -0.08 """ -0.350 """ -0.353 " 0.013 0.007 0.0 ™ 0.010 0.003 0.001 0.0 -0.09" -0.02 -0.50"" 1
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Table 4 Regression Results
for CEO Connectedness and ROA

i ROA
= BIN BRR2 3 A4
A -0.056"*" -0.061"*"
FTA
(=-2.730) (- 2.870)
- 0. 043 0. 044
(2.370) (2.350)
S 0.017 0. 031
(0.780)  (1.330)
0.0001  -0.010
FDA
(0.010) (-0.510)
. =0.016"" -0.017""" = 0.017**" = 0.017"*"
InSize
(-4.310) (-4.320) (—-4.480) (- 4.240)
Gl 0.024***  0.024*** 0.024*** 0.024"**
e
(7.580) (7.420) (7.460)  (7.390)
By = 0.275** —0.277**" =0.276**" = 0.277***
(
(- 44.580)( — 44. 480) ( — 44. 480) ( — 44. 510)
o 0.0277°* 0.0279*** 0.028***  0.028***
Insti_R
(2.810)  (2.820)  (2.860)  (2.860)
—0.004" -0.004" —0.004"" -0.004"
Board
(=2.160) (=2.220) (-2.150) (-2.150)
-0.002 -0.002 -0.003" -0.003"
Tenure
(-1.480) (-1.420) (-2.000) (- 1.870)
i -0.002  0.001 -0.002 - 0.0006
AEC (_0.400) (0.130) (-0.540) ( -0.130)
Industry 4 | el il

Year il £ ] ) il

0.556**" 0.566"*" 0.579°*" 0.561°""
TR

(6.700) (6.660) (6.860) (6.610)
TR {EL 11 325 11 273 11 279 11 273
R 0. 189 0. 190 0. 190 0. 190

F{g 160. 930 °** 139. 140 *** 138.900 *** 123.010***
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Table 5 Regression Results for the Moderating Effect of Internal Governance

A ROA
PS5 A6 ki) THEI 8 = BiRY
, LS § 24"“
FTA® -CR 1 0. 630 0.6
(4.980) (4.910)
FTA? -0.278*" - 0. 062 -0.171*** -0.200*"" - 0.509***
(-5.650) ( - 0.480) (-3.310) (-3.130) (-3.200)
FTA 0.197* 0. 025 0. 108 *** 0.151*" 0.328**
(4. 880) (0.240) (2.620) (2.930) (2.580)
FTA-CR_1 -0.434 - 0.428
(-4.310) (—4.230)
0. 024 0.023
CR_1
(0.750) (0.710)
B i 0.014 -0.070
2 (0. 040) (- 0.200)
. 0. 051 0. 105
FTA - Dir
(0. 180) (0.370)
. 0.016 0.017
Dir
(0.290) (0.320)
A s Mt 0.013°" 0.014"**
cenng (2.420) (2.620)
FTA - Meeting Rl =008
(=1.740) (—=1.940)
. - 0. 0001 - 0. 0001
Meeting
( -0.280) (-0.200)
5 0.039*" 0.036°"
FTA" « Super
(2.380) (2.180)
FTA - Super -0.029 -0.027
(-2.250) (=2.070)
- 0. 003 -0.003
Super )
(=0.710) (-0.710)
. -0.017"*" -0.017°" -0.017* -0.017""" -0.017°*
InSize
(—4.260) (—4.330) (- 4.360) (—4.320) (—4.300)
Sal 0.024 " 0.024** 0.024""* 0. 024" 0.024**
e
“ (7.440) (7.410) (7.480) (7.420) (7.480)
Debt -0,278""" -0.277°° -0.277** -0.277%"" -0.278**
(—44,610) (—44.480) (—44.450) (—44.500) ( —44. 580)
Insti R 0.027°** 0.028*** 0. 028 *** 0.027 *** 0.026***
B (2.700) (2. 810) (2.830) (2.760) (2.650)
Boird —0.004 " -0.004" - 0.004"" - 0.004"* -0.003°
a
(-2.300) (= 1.790) (—2.240) (-1.990) (- 1.670)
- 0. 002 —0.002 —0.002 —0.002 —0.002
Tenure
(- 1.450) (- 1.420) (- 1.440) (-1.390) (-1.440)
. 0. 0001 0. 001 0. 001 0. 0003 - 0. 0001
Change
(0.020) (0.130) (0.140) (0.090) (-0.020)
Industry il F il il il F il
Year il il il il il
0.565°"" 0.557*" 0.574""" 0.573*"" 0.569"""
WL (6.610) (6.280) (6.730) (6.720) (6.340)
L {2 11 273 11 273 11 263 11 273 11263
R 0.192 0. 190 0. 190 0. 190 0.193
F{H 117.660 """ 115.960 """ 115.990 """ 116.380°"" 78.761°""
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Table 6 Results for Robust Test Using EPS as Dependent Variable
g EPS
HHEI10 A1 A 12 HHE13 A 14 PRI 15
, 1.170*** 1.105***
FTA® - CR_1
(3.480) (3.270)
— -0.097" —0.488""" 0.363 0.214 -0.511*" -0.191
: (-1.830) (-3.720) (1.060) (1.560) (- 3.010) (- 0.450)
FTA 0.074 0. 344 *** -0.311 - 0. 150 0.436*** 0.121
(1.580) (3.210) (-1.110) (- 1.360) (3.180) (0.360)
FTA-CR1 - 0. 802 -0.733
(-3.000) (-2.720)
CR 1 0. 501 0. 493
(5.980) (5.880)
G i - 1. 190 -0.997
&+ (-1.320) (-1.090)
. 1. 007 0. 860
FTA - Inr
(1.360) (1.160)
- 0. 002 0. 026
Dir
(-0.020) (0. 180)
FTA « Meeti -0.032" -0.030""
cenng (-2.330) (-2.150)
FTA- Meeting 0. 023 0.022
(2. 150) (2.060)
_ 0. 001 0. 0007
Meeting
(0.390) (0.370)
5 0.117* 0.101°*
FTA® « Super
(2.660) (2.270)
FTA-Super - 0. 101 - 0.088
(-2.900) (-2.520)
-0.013 -0.015
Super )
(-1.380) (-1.530)
InSi 0.119*" 0.105**" 0. 120" 0.118 0. 120" 0.103 """
naize
(11.920) (9.840) (11. 500) (11.250) (11.500) (9.610)
Sal. 0. 106" 0.106**" 0. 106" 0. 107 *** 0. 106" 0.107 """
aLe
(12.570) (12.390) (12.340) (12.370) (12.340) (12.390)
Debt -0.352"" - 0.348°"* - 0,349 -0.348 """ -0.349*" —-0.346"""
' (-21.550) (-21.010) (-21.070) (-20.970) (-21.100) ( —20.900)
tnsii 0.161"** 0. 164" 0.166""* 0.165"" 0.164*"* 0.160"**
1]
- (6.290) (6.190) (6.290) (6.250) (6.230) (6.040)
— - 0. 0001 - 0. 002 - 0. 001 - 0. 002 0. 0001 0. 002
oar
(-0.010) (-0.420) (-0.160) (-0.320) (0.010) (0.300)
-0.011** -0.010°"* -0.011** -0.011""* -0.010**" -0.010""
Tenure
(-2.850) (-2.630) (-2.760) (-2.710) (- 2.670) (-2.520)
ch -0.026"" -0.027" -0.026"" -0.026"" -0.026" -0.027*"
ange
& (-2.250) (-2.300) (-2.260) (-2.210) (-2.270) (-2.280)
Industry i ]| il il il 2 il
Year i i il i il il
: -2.155""" -2.018""" -2.156**" =2, 120" -2, 115*** -1.974"*"
FREET
(=9.900) (—8.890) (-9.140) (-9.330) (-9.320) (-8.270)
pUNIEE 11 670 11273 11273 11 263 11273 11 263
R 0. 105 0.110 0. 105 0. 106 0. 107 0.112
F{8 69.780"" 61.070""" 58.270°" 58.420""" 58.960 """ 41.420"""
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Table 7 Regression Results for CEO Connectedness with Other Top Executives and Backward ROA
S HirJg — ROA
B 16 17 Hn 18 19 {1 20 FERY 21
) 0.363 0.340°*
FTA*-CR_1
(2.820) (2.620)
_ ~0.038" -0.170"** - 0. 060 ~0.025 ~0.090 ~0.211
: (-1.840) (- 3.360) (- 0.440) (- 0.450) (- 1.410) (-1.250)
- 0.016 0, i3 0. 030 0.041 0.052 0.173
(0. 890) (2.810) (0.280) (0.930) (1.010) (1.300)
. ~0.274 ~0.257
(-2.660) ( -2.490)
- 0. 056 0.053
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Table 9 Regression Results for the Moderating Effect of Internal Governance of Private Shareholders
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CEO Connectedness, Internal Governance and Corporate Performance
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Abstract: CEO connectedness is one of the important factors affecting a company's internal decision-making efficiency and busi-
ness performance. Most of the existing researches focus on the connection produced from social network and demographic charac-
teristics. However, they ignore CEO connectedness based on appointing other top executives or recommending the nomination of
directors. In addition, the existing researches have paid too much attention to the economic results of CEQ connectedness, while
they neglected the influence of internal and external environmental factors on the results of CEO connectedness.

In this context, from the perspective of manager qualities and power, and based on upper echelons theory, stewardship theo-
ry and agent theory, this paper specifically discusses the inner mechanism between CEQ connectedness based on appointing other
top executives or recommending the nomination of directors and corporate performance. Based on the relevant data of listed firms
in Shanghai and Shenzhen Stock Exchanges in China from the year 2009 to 2014, using the software of STATA 12. 0 and multiple
regression method, this paper systematically analyzes and examines the relationship between CEO connectedness and corporate
performance and further examines the moderating effect of internal governance.

The results show that, firstly, there exists a significantly inverted U shaped relationship between CEO connectedness with
other top executives and corporate performance. That is, with the enhancement of the association between a CEQ and other top
executives, corporate performance improves. However, when the association degree exceeds a critical value (0.400) , corporate
performance starts to decline; Secondly, the relationship between CEO connectedness with directors and corporate performance is
not significant. Thirdly, as the main internal corporate governance mechanisms, ownership concentration, board of directors” dil-
igence degree and supervisors’ supervision degree have a positive regulating effect on the relationship between CEO connectedness
with other top executives and corporate performance. Finally, in private holding listed companies, the inverted U shaped relation-
ship between CEO connectedness with other top executives and corporate performance and the positive regulating effect of internal
governance mechanisms are all significant. However, there exists no significant correlation between CEO connectedness and cor-
porate performance in state-owned listed companies.

These results provide an in-depth understanding of the value effect of CEO connectedness and the internal logic of the forma-
tion. In addition, the research findings provide useful insights for the prevention of corporate governance risks. This paper also
suggests the listed firms give CEO the appropriate power to appoint top executives and in the practice of corporate governance,
they should pay attention to the clever use and balance of the potential alternative relationship between corporate formal and infor-
mal mechanisms to maximize the potential benefits of the companies in different contexts.

Keywords: CEO connectedness ; employment relationship ; recommended nominees;internal governance ;corporate performance
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