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Table 2 Definition of Variables
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Lna  CEO4F{RHRMAL, Lna = In( CEO 4Effh)
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IS CEO ZA7E b 2 v STEH , 78 b i 2 S BB HUE A 1, R7E LT/ R SBUE AL (E 4 0
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TA REFERBES FAEFBRAT 69 FHESRREN 1, TR EFERD/DTHET 69 Z AN O
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Table 3 Results for Descriptive Statistics
T M #E S CEO M #ER Y CEO
BE i = 14 020 FERMARRHAHE PFEFRARRHIA T
FEAc Bt =4 002 FEAH =10 018 MEER
HE P wfEE BE PR REE BE POE RiEE

Roa 0.039 0.038 0.046 0.039  0.036 0.047 0.039 0.038 0.046 0. 001
Aroa 0 -0.001 0.045 -0.001 -0.003 0.0406 0 -0.001 0.044 0. 001
Tobin's Q 1.668 1.404 0.786 1.688 1.426 0.792 1.660 1.395 0.783 -0.028"°
ATobin's Q -0.007 -0.179 0.689 0.010 -0.169 0.693 -0.013 -0.184 0.687 -0.023°
IT 0.285 O 0. 452 1 1 0 0 0 0 -1
TP 0.072 0 0.127 0.253  0.308 0.104 0 0 0 -0.253°"
AT 0.207 0O 0. 366 0.724 1 0. 306 0 0 0 -0.724"""
Lna 3.848 3.850 0.137 3.846 3.850 0.133 3.849 3.850 0.138 0. 003
GD 0.943 1 0.232 0.950 1 0.218 0.940 1 0.237 -0.010""
IS 0.969 1 0.172 0.966 1 0. 181 0.971 1 0. 169 0. 004
I/ d 0.494 0 0. 500 0.497 0 0. 500 0.492 0 0.500 -0.004
SR 0.023 0 0. 062 0.022 0 0. 061 0.024 © 0. 063 0. 002
BT 0.203 0 0. 402 0.198 0 0. 398 0.205 0O 0. 404 0. 008
Lnd 2,181 2.197 0.202 2,181 2,197 0.201 2.182 2.197 0.202 0. 001
BR 0.075 0O 0. 156 0.070 © 0. 152 0.077 O 0. 158 0. 007 **
TA 0.210 0 0. 407 0.213 0 0. 409 0.209 0 0.407 -0.004
PR 0.715 0.727 0.199 0.713  0.727 0.201 0.715 0.733  0.198 0. 002
S5C 57.472 58.607 14.894 57.421 58.619 14.864 57.493 58.602 14.904 0. 067
S8 0.128 0 0. 205 0.138 0 0.211 0.124 0 0.202 -0.014"""
Lns 21.578 21.472 1.060 21.633 21.517 1.080 21.562 21.452 1.051 -0.066"""
Lev 0.462 0.471 0.212 0.480 0.490 0.212 0.455 0.461 0.212 -0.025"*"
CA 5.608 5 3.395 5.930 o6 3.394 5.479 5 3.387 -0.450"""
OFE 0.093 0.074 0.069 0.094 0.075 0.070 0.092 0.074 0.069 -0.002
M 8.946 9.020 2.057 8.870 9.020 2.077 8.976 9.020 2.048 0.106 """

R CAENRH EEBEAFERF CAASYH I FREAKRFLEER A AEICHEFRARKFERZE, TR,

RAPITH EIHZR B H0.002, 7£5% #KF L8
Z ;TP AV i[5 I3 Z £ 45 31 24 0. 008 F10. 003, # £
1% KFERE, RULEPEHBNEFTR T, MrE
H 5 CEOR A K 3 H 7 B {0k 52 % H X CEO 1y M &
EE BAEmM T EFNUEER RAXREE
TEROEmER, SR rERE R LEERNIE.
BRRERE R E M, RARALASHM, XS
WESTPHAL!' #1KHANNA et al. [y B 57 8535 — 3., 7T
REHWEFEERMT,O58FEE LT A BRRLEN S
HOERAR,PEEHTARMBNERERS . &

B 35 b B AR I, B LR A AR I R RN G T AR
HEEEY o XRERERFE LT AARER
RS, My EESCEORMARREZAREN S —
2 AR HE o) B B9 M B P AR A MR, B, BT RO O A
el k37 B 9 5 CEO FA N 5% 28 % 37 3 38 Wi B 1R L Y
EmAR, QMU EFUBLBMENMB EEXRA
THEENER., —BEMVEHEFTENLAFH THE
BEdRMHAEARE BT EFHNHESFERZ
B e E AR E L N ) B IR A B o R AT I
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Table 4 Effect of Personal Relationships
between Independent Directors and
CEO on Corporate Performance

H7AE & . Roa
HERY 1-1 A 12 123
i 0. 002
(2.553)
. 0. 008
(2.941)
AT 0.0
(2.900)
0. 004" 0.005° 0.005*
Lna
(1.817) (1.832) (1.834)
. —0.004"*  -0.004"" —0.004"*"
(-2.856) (-2.844) (-2.845)
7 0.008 *** 0.008 *** 0.008***
(4.004) (4.002) (3.992)
i - 0.001 -0.001 - 0.001
(-1.616) (-1.588) (-1.583)
- 0. 003 0. 003 0. 003
E (0.363) (0. 385) (0. 385)
0 0 0
BT
(0.403) (0. 434) (0. 444)
0.005"** 0. 006 *** 0.006***
Lnd
(3.187) (3.296) (3.264)
P 0.011 0.011 0.011
(2.754) (2.746) (2.743)
0 0 0
TA
(-0.284) (-0.246) (-0.238)
- 0.010"** 0.010"" 0.010"**
(5.334) (5.329) (5.335)
S 0.001""* 0.001 """ 0.001***
(18.805)  (18.827)  (18.833)
& -0.013"" -0.013""" -0.013"""
(-6.624) (-6.643) (-6.644)
g 0. 006 "*** 0.006 " 0.006***
s
(15.792)  (15.771)  (15.784)
- -0.107*"* -0.107"** -0.107"""
(-56.282) (-56.293) (-56.292)
A 0.001°"" 0.001 " 0.001*"*
(5.097) (5.027) (5.027)
B -0.115"" -0.115" -0.115"""
(-21.287) (-21.272) (-21.272)
sl 0. 001 0. 001 0. 001
(2.942) (2.964) (2.955)
Ind/Year i il el
-0.120"*  -0.121*** -o0.121""
W BN (-9.551) (-9.600) (-09.594)
A 14 020 14 020 14 020
i R 0.321 0.321 0.321

EHETPMEAE, TR,

SEE AR KA RE LA B B R A I O A,
Bi T 48 CEO, @M 37 # 3 Xf CEO AT W B iy 55 —
MEEHE RS RERNRE, (PEARLMEA A
EYE—H -t & MB _H - tASFHERRHE
W EREMRNEREARMIE. RAXRR
RPAXR, ALFaCEENREZREARET.
H, BpfE T FE SCEOFEMARXR, LB H
AL LR EERENR, BT HECE0, @
EEAAELRW S EE T LR 5 A it
ZiH . JEAE Sk, o B ST IR 5 R A N A T R &
S ATHEEERENFRE R M EEEM
] T 7€ 1F =X 52 P B G A3 B F 9 A9 O B A7 R R
£, mCEO#R xR Wb, A B AT UE M H B, X T 7
ERMAXRHNCEOFE RN, OMTERSAAS
BEZRE-FEBEEXR" . BEBHAY - -"E
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5 F ot 5 1 A& &, 76 3 R A, CEO 2
1% il A2 & Lna 9 18] 19 F8 %043 51 24 0. 004 0. 005 ,0. 005,
WIFE10% B K2 F 8% GDRY[ENA & B H-0.004,
ISH) B H 2 %3 #0.008, B fE 1% K F B F. %
HCEOMFERB A, EHELRBER, A S HM
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fEEHAFSBREM, FCEOS FH AR MHEBR,
M TFHRAEREAE, LT ARSHES. EF 5
J2 T8 A 35 ] A5 B Lnd 1 [8] 19 25 %043 31 4 0. 005 ,0. 006
0.006,BR ) [2] 15 Z ¥ 3 24 0. 011, PR ) [2] 15 R ¥
0.010, ¥ 7E1% Wy K F & B % . LA EH S B R K,
HEHRSRFRILFERE, ARSBBR K ER LT AR
S iy H At B A7 A AT B S5 A I LE R R, 4 A SR
WO RIEE S EE TR, A e
FREMEFEENGEREENMFEFEME L, BAESF
SR E TR AE B ME B, TR FAA
A AR . IR 2 T A 45 AR B SC iy |l 3 R Bk ol
0.001, SSEy[E 1A 2 $1 K- 0.013, ¥ fE1% B K E
23 U4 B AT 10 £ K B AR R AR b ) 2 A, A
A AR K ; B A B L AR, 2 B SR A K A H
J2 T Y e ) 2 it Lns 19 9115 38 303 40. 006, Lev i) [] 19
FHH H-0. 107, CAH 91 )3 2 $ ¥ 40. 001, 0E Y [ 15
REFHN -0.115, FM ) [F1E 2 035 #40. 001, ¥ 7E1%
) S P AL /NI B N R
i B SE B R) R B R 2R SRR bR K L 40 F BT AE M OE
AHEKFEE, AFASINEE. XELERECA
R EMELR -3,
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FEMNURARSHEERHMEM T, B HT 0
KPR EERE. EAMREBEATX—A&, W
BHTFELTFR—-%2BMERNBEARREERNEZS
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SEAE AR B L B G e, Ok B S R b o i
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B CEM R ML EF 5CEOR A L R4 A 7 4
% B B i B 3R B R A OLS LAY | % 18 31| AT fiE A4 18 I 22
MEFHENAMERE, AFRHATUTLE, OF
FA 2N 2 T 0 B R ki B AL, 35 R B R A FDR
HAAFASFUMWERE. O 6 MK BB 5
B, BFMTEFSCEORAXRZBERD 14
EM TR, WRTATRAAE, WH B EBMG
T2 S e A R R 2, RO S Q1 OLS 5 &Y, fir LA
AP EEHRBEEENHE BRI,
4.3.1 72> w] [ 72 00 A B R e P A

o545 A T B ko B R G [ A A R FE A
o F) E E SR AT R T, R -4 B IT R A A
SR ERI-58 5 TP XA R SRR K m , R
Eil-6 K30 AT XS 4y 5] AL 2 W o 76 45 i 7] B &2 e
AFREMAFRRBMEERER, IT. TP AT [
15 2 043 %1 250.002,0. 006 .0. 002, ¥ 7E 10% K9 7k F F

RS AEHLESRZAGEENLER
Table 5 Corporate Fixed Effects
Model of Endogenous Processing Results

[F7AF & Roa
Bl 1-4  #HRE1-5 fEAR1-6
0.002°
o (1.814)
P 0.006"
(1.702)
AT il
(1.744)
P -0.003*** -0.003** -0.003""
(-2.787) (-2.787) (-2.787)
()E _0.240t¥¥ _0- 240“‘ —0_240’,‘
(-30.554) (-30.553) (-30.542)
- 0. 001 - 0. 001 - 0. 001
FM
(-0.614) (-0.621) (-0.623)
HoAth g 1 20 15 ¥l £yl e
Year =il = il il
Firm FE sl sl by
0.076""" 0.075"** 0.076*""
LE 2 (3.162) (3.158) (3.157)
A1 14 020 14 020 14 020
i R 0.237 0.237 0.237

BE GAMTEFSCEORARXRARMAFE BAKX
RITBEAANR R SR BE U528 76 10% B K F | 8 3 2
AFIHFH. MLEFHCEORMAXRBEBRK,
2 F ST H KRR B . A 4 R E
N BERY )5 , CEO 2 7 76 b T 24 =] 90 B B % 2 =] B
7 o 1E 3K BE K OF X2 B SRRk R AR A A R
Fo ARSI NEE p 1P [E]F & B3 4 -0.003,
¥HE1% 8 K 23, B CEO 72 Bk b 77 23 7] 4h g
o AL A AT IS , A FSURE R . RIICEO REFRAS
BEZHHAGER, ALARISEHREFENFEMNSA
BOATMRALF S 5FAM, FH A F 2 &
X2 R SR R W B A A B AR,
4.3.2 Q3R B B BB B AR e N AR
RER AR B EE NS 1 B B B 5% 2= R 4R BUR ALY
FRATH2H B EIE S 515 BAHIT.TP A
ATXCEOJZ 1 I & JZ 1 IR 2 | A1 22 7 )2 | &
EATEE FEERERAS 2 BERE AR,
RoHHHEMABEERE LM EHLER, 7 EHQEE
BEWHM BB NRTR T, EE -7 IT X A 7 458
R e, B 1-8 4G B0 TP X /3 R S B0 %o , AL
RIRAT X 2~ AR AR B EEE S 2E B E A
A SRS R R IT R [ 19 3 R0, 001, 7E5% 17K F
B3 TP AT B 2] 18 & ¥ 51 4 0. 008 F10. 003, #5
E1%HKYF EBE, RHMLEESCEORARXR
SR K LEERBARSR, BMAXRRS
BE FIAAN G 256 REHRTE 1 % 1) 7K F b 2 35 42 8 4 ) 4%

K6 AEHLBESRZAETERMNRER
Table 6 Proxy Variable Two- phase
Model of Endogenous Processing Results

AR KL : Roa
PR 1-7 iRl 1-8 HE 1-9
T 0.001**
(2.513)
p 0. 008 ***
(2.940)
AT 0.003 """
(2.900)
OF -0.115*"" -=0.115""" -0.115**"
(=-21.242) (-21.244) (-21.244)
M 0.001 """ 0. 001" 0.001 """
(2.917) (2.915) (2.915)
Hibshlas g il il £l
Ind/Year =il il il
" -0.120*** -0.120** -0.120"""
W BN (=-9.511) (-9.507) (-9.507)
A 14 020 14 020 14 020
i3 R 0.319 0.319 0.319
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CEORMAXRREIZHKF LR ERBLAASN. £
TH 3R, R AR B R R R R R B B 3R A
A e 3 R B AR -0.129,-0.116,-0. 116, ¥ 7E
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Table 7 Cross Influence of Personal
Relationship between Independent Directors
and CEO and Agency Problems

T A4 [ 09 28 %5043 B 24 0. 048.,0. 134.,0. 043, 34 £ 1%
KL R ENIE, U 81X B8 A BB fE 1 o2 # 5 CEO
BN 36 R 19 H (B 2800 o A IE 1) 98 9 4F A, B AR [A)
T E My EFSCEORAXRMA AW
PR R, H, BB IE . 5% 4H L, HAt 3
BEMARASHOEHYRAEVNEEH. ERER
B2, BANE R AR, B E CEO M FZH ™
HMEE BHRTPHIEFSCEORAXRR SAHEME
FEL B 32 L0 [ S AR B A, R () R B 8 IE A O R
Mo EH 5 CEORARR MM E RN X3, 7E
RE R EEE™E CEORTERREMRRERT,
Mo EH 5 CEOFA A K R # R 81 F A Al 418, Xt A
B B AT) A8 R B IE [0 8 0N o AR R TIE T 9 S
FHCEORMARARMER ARG TREYE
4.5 BUESSCEORAXRSEATNENRIER
R (3) AT |, # 84 i 4 57 # 3 5 CEO

RS MIUBBESCEORAXR
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Table 8 Cross Influence of Personal
Relationship between Independent Directors
and CEO and Formal System

HAF . Roa H7ZE . Roa
FiRl 2-1 R 22 iR 2-3 RS 3-1 A 3-2 A 3-3
i 0.002"** 5 0.002***
(2.781) (3.000)
- 0. 008 *** i 0. 008 ***
(3.197) (3.223)
i 0.003 *** i 0.003"**
(3.149) (3.192)
i O TR0~ TI6 —§ Tie™™ i 0.001°**  0.001***  0.001"**
(-20.943) (-21.505) (-21.472) (3.711)  (3.146)  (3.145)
IT-0E 0.048 """ IT-FM =8,
(4.705) (-2.303)
TP-0E 0. 1347 TP-FM - 0.002°
(3.642) (-1.893)
AT-OE 003 oA - 0.001 "
(3.347) (-1.996)
5 0.001°**  0.001°**  0.001°" o 0 H5* 0115 -0 115%™
(2.928)  (2.953)  (2.945) (-21.274) (-21.276) (- 21.266)
o A Fe il eyl Pl HAbFha & i il il
Ind/Year EAk| 5 i | Ind/Year ¥l FEH| £l
~0.120"* —0.121*** -0.121°*" A A DR
L i) e
WP (-=9.533) (-9.621) (-9.614) R (-9.705) (-9.637) (-9.628)
BeA it 14 020 14 020 14 020 Bt 14 020 14 020 14 020
JEE R 0.320 0.320 0.319 i R 0.319 0.319 0.319
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AT B9 [ 15 5 504 51 240. 007 F10. 002, #7E1% 9 K
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BERII-18 43 HU K B8 IT . TP AT X} ATobin's Q@) W . i &
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Table 9 Effect of Personal Relationship
between Independent Directors and
CEO on Corporate Performance ( Aroa)
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Table 10 Effect of Personal Relationship between Independent
Directors and CEO on Corporate Performance ( Tobin's Q and ATobin's Q)
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Abstract: With the convergence of corporate governance structure, personal relationship and other soft governance factors are
stressed. Personal relationship of independent directors has become a cutting-edge problem of corporate governance research in
the world. Compared with matured capital markets, China is in economic transition period with incomplete formal systems, offer-
ing enough space for the development of informal systems such as personal relationship. Because of Chinese society taking seri-
ously of the human relations, it is of great significance to study personal relationship.

From the perspective of the personal relationship between independent directors and Chief Executive Officer( CEQ) , the the-
sis aims to explain the value effect of personal relationship and further state that whether the value effect of personal relationship
between independent directors and CEQ will be affected by principal-agent problems in a micro view and formal systems in a mac-
ro view. We have collected information about graduate schools, former companies, native places and members of professional as-
sociations of independent directors and CEQ from China's A-share listed companies from 2005 to 2013. On the basis of that infor-
mation, we analyzes whether there is any personal connections between independent directors and CEQ and figure out the expan-
sion and intensity of personal relationship. Based on the influence of the personal relations between independent directors and
CEO on the ability of consulting, resources-providing and supervising, the assumption of its impact on company’s value will be
proposed. In accordance with theoretical analysis, the assumption about principal-agent problems in a micro view and formal sys-
tems in a macro view will be put forward. We will utilize 14020 firm-year observations as research samples to make empirical test
by OLS, firm fixed effect model and two-stage model for proxy variable.

The resulis indicate that the personal relations between independent directors and CEO and the performance of companies are
positive correlated. The conclusion remains robust after solving all possible endogeneity,, which can serve as a strong proof that it
is a valuable relationship between independent directors and CEO. The further research manifests that the more serious the agent
problems of a company are, the more obvious the positive effect of corporate value urged by the personal relationship is. The more
imperfect formal system of the company is, the greater promotion effect of personal relationship between independent director and
CEO on corporate value is,

The research of data from Chinese companies provides special experimental evidence of emerging and switching capital mar-
kets, and supplies relevant researches of personal relations between senior executives of listed companies, helping readers further
understand the value effect of personal relationship and other soft governance factors. The paper offers a new research angle of the
effectiveness of independent directors, namely, the concern of independent directors should convert from the form of independ-
ence to the substance of independence. This paper will serve as a reference for readers to understand the functions of informal
systems in economic transformation period when China should give full play to informal systems by capitalizing on the trend.
Keywords: independent directors; CEO; personal relationship; corporate governance ; corporate performance
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