A hEH SRS TR A H A& BT

AT AR
HEXROEFMN




A hEH SNSRI TR A HEFTEE

b




B £ 74 B (CIP) 8 4

NEIGEP SRR EEF ST 7 X
L= bR S E A, 2017.3
ISBN 978-7-5154-0770-8

. O M. Ox|--- M. DL El Ak & 5 —FF 57
QAT -EHL-W5E V. DF276.6

= R AS 50 CIP e 4% =7 (2017) 56 029118 5

ol N

R T

EGE R

YARE  THRME

AR R =

HmEiit (FEN - kaiE

AR EAT AR A

o HbE JEERETIHEEIPERIEES R 8 S

& Mt http://www.ddzg.net HEAH : ddzgcbs@sina.com

W B4 AS 100009

Gi B B (010)66572264 66572154 66572132 66572180
% # (010)66572281 66572161 66572157 83221785
Ep Rl b s S R DR R F

I A 720 ZHKX1020 ZK 1/16

Ef gk 975 EIgk 24@ B0 HHE 3R 176 TF

Jf W 201743 51 kR

2] ) 2017 4F 3 A% 1 EIRI

E it 39.00 70

REAR BT , WA 4 3% ; 0 ED 56 F5 R 5 A, 3% #£ 47 (010) 66572159 # H AR 2B,




i =

FFELNIZRTARARAT TR EHT B ALK, B8 AHFNKE
BA, RAGBEGPCRT, SHELBRET “FF2FCEIL". MEF
AHHBGHBCERBEREFTLANBE LN, CHRA S E ZREE, HBEHR
SEFEEAAFE MPE, ABRFLSFLTUREFESEHRIN, B, #3HEE
FTERGIRBRBETFLRENANELE, R, AT HLIRIFTFF AR
MER, REBLTAZAETHAOCAYAL, AOLEARIEFF4%
BRGMBHEEHE, FREEABEAEYRIETF, %ﬂﬂ1§$ﬁﬁﬂﬂ
AR EERARKE R, LR, FRFEPELARLILF—L RIS,
BEMRIFFF LA KENI LEGER,

ABiRA, BEP-ANBENREREARL, RIFTFLHHETRLAFLE -
Hiet A, X—REARFTANAEANEANTE, CHATRIFTF (AFH

EFL) HRIMPBRERVTY, AP R TAIGAFRARY, £—F 8
MAMAE, I—HERXAERATHDG? ANEFLELRIET o CEO & E AT
FTELTURZEFANANSE, L, ABZEHH CEO- BRI FFHLX
FOHRAPIHE, FAARENANEEZX—HEXE,

APRLBAGE-AMRLEAN, RREFL MBI H, RAH CEO -
I FFHLEXRYRAKT LI CEOHRILY ., EFLFBLH . 2 ENT
X, CEO AN FRAENHa, wit2H, CEO- BRI FTFHLLFERAMA Y HBIF,
LRRMEME, TEE—IMF, AhmE, CEORBHMEMK, 3H CEO
BAME, RFAEAMRE, FAFENFERER, F2ARREFEALXEN
B, B, ERBABEFHLER, REBLORERERLRNI BEGIAE
Wik, FARIFZREFLMANEH YR ERZABNEIGMAE. TR, &
Frehthty e ABNA AL AP T RIEFHEFT, AARLIL,
CEO- ¥ FHAL LAYk IFETHLSE; CECOMA THES S gTA
AXENBIEF, LCEORNMRXZAZANE,; EHXLAELX A0 KT
FFHRAHBBEFLGENSME,

001



AFHENMBOCRLERE, £2ARERETEFLLEREZNSE
BT UNEmEET AN, EREZELRY, EFHAATALRTRR G,
LKA R, B, ABEAEERAAGOMA, bBRALS LA ERITS
¥k AEREROARER, RBRANENEXS VY EREEFHETZIMNY
ABEE, BHmABALS K AN EBITHG YR, FELERAYN, FHRBmIEFER
BRI EAE#% CEO, b5 CEO LA 44 % A4 £ Xk 1 ¥ F4xF CEO & 2
T “BRIFE7 R, AR, IS, RKEROAXNFTEELHFTFLEN,
MIXEERBAREEFTOHES, MBEATHL LA TUARSGERIESHES
S EDI R,

FEAMEIEh, Ak RN GAKF YRR L, 24 EIE
HXRATARFRGNE Gak, X— 5Bt N8 s X A M), FHAREL S
GRSHAMDNE, REHBIE, XS FNETEFL, BRI E TR LKA
RAE G HHNKFAERFI B, KB RBT EXRBRE, #—FHBT X EA
M GHE R, FIEAA, MIFFRRT A GHES, mAELLEY
BEMRTEMRANAE, B—LBAH42FAK0, 52LEERANE =4
MELZFE -5, HEERET, B2 XA AIGHFOAREE, AT
NEAGHBEGHA, REXZFTUARZAGH,; CEO- I FFHLXE L
REANGREED; EFLFERIEIHLS R ERIKNE] SRS,

X A Fad s a] i A AN S AR —AFEN Uk E, AFFwAE R
MEBHWEFPIEARPFA L, ZAESAFREY, KEALERIFTFHLX
FOGLE, RREEBE—EREPM, R omBTE_LEKERNHA, BK, 54
RAFFRG—AEL, ATHRRAF NS I K, IEZLELRTRKAE -
REIEFALXALEPIRARP YA, FHEERITTAEAEALXEANKE
B, BRARLEAN, RIFTFSIXMANMLSXZRMEB I EFHRRAF
B, PRAABRALREZNRIEFHFEEAE, FERSGHELZL AR
FEFRREANAE,

APirA, RiFFNRIRIBXTFTFLONR IR EFLOAAN
HmIRERY T NG ERAEANFE, #lio CCORMAESE, EFFRHFEL
T4, DA GBI GHEHAZ T DRAFF, B, BRI FFFEAL, @K
Fallr, LRERIALLEGALE, ABHLFEEH, TERE, RERAA
E, FEXRARARARGRBOER, FERERLIFF, ETAXTRES
CEO HAAX AW RIFTEF, ZRBEAIHEAFRE, FTENFTREAAL
S A Fik R EEFE,

002



Abstract

The main function of the board is to supervise and advice for the management on be-
half of the shareholders, which could reduce the internal agency costs and also is the cen-
tral nodes of corporate governance. Nowadays “directors center doctrine” is in vogue in
Europe and the United States. The core element of “directors center doctrine” is the in-
dependence of the board. The existing research and the practice of all the countries, were
assumed to be that an independent director can keep independence with executives in the
personnel, property, personality, and business. Therefore, increasing the proportion of
independent directors would effectively ensure the functions of the board. However, be-
cause of the mandatory requirements of the independent director system, listed companies
in China show a kind of passive compliance. The listed companies employ the independ-
ent directors on the surface and establish the institution for the independent directors fol-
lowing their duties. But in essence, there is not an appointment of the truly independent
directors, as well as the effectively implemented independent directors system. Entrepre-
neurs, experts, scholars and social public overwhelmingly believe that independent direc-
tors in China have not playing a role in improving corporate governance.

This paper considers that there is a potential deep — seated reason for the certain so-
cial relation between the independent directors and the CEO. This relationship throughout
corporate governance in all aspects affects the independence of the independent directors
(or the board) and the behavior of supervision and suggestion. Thereby, it will affect the
performance of company and the equity of shareholders. Further question is that these
kinds of social relations are always harmful? A theory of friendly board demonstrates that
moderate friendly board can improve the function of suggestion. Well, we will also ana-
lyze the trade — offs of social relations, which means what kind of companies need social
relations.

The first view of the theoretical model in this paper is that the best selection about
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the independence of board, or rather the optimal number of CEO — director ties will be in-
fluenced by the CEO’s shareholding ratio, the suggesting capacity of the board, the sug-
gesting demand of the company, the ability of the CEO, ete. That is to say, the social re-
lations between the CEO - independent directors are not as little as possible, or more.
They need a trade — off. Specifically, the greater CEO’s returns on equity, or the better
capacity of CEO, or the stronger ability of recommendation, or the greater demand of the
suggestion, the more we need such kind of social relations. However, this is just the con-
clusion in theory. The theoretically optimal strategy is not necessarily the real practice of
corporate governance practices. In addition, the purpose of this paper is not finding the
various impacting factors about the optimal composition of the board. Therefore, the topic
we are going to prove in this paper degrades into ‘ how social relationships influence the
appointment of independent directors’. The research found that the relationships between
CEO and the independent directors would affect the selection of the independent direc-
tors; CEO tends to appoint the independent directors with ties, which is more obvious
while the CEO is more powerful; the appointment of the independent directors with ties
would not enhance the function of the board’s suggestion.

The second point shows that the trade - off about the relationships needs the ability of
the board’s supervision and the suggestion. It reduces the supervision when enhancing the
recommendation. However, in empirical test, the specific behaviors of the directors can
not be observed. We need using circuitous strategy. Specifically, from the perspective of
supervising performance (the sensitivity of performance with CEO's turnover) , this paper
try to test the impact of the social relations to the supervision behaviors. From the per-
spective of demand of suggestion, this article will find the relevance between the demand
of recommendation and the number of nominal independent directors who has social links
with the CEO, and then judge the influence of the social relations to the behavior of sug-
gestion. The practical result proves that real independent directors can effectively super-
vise and dismiss the CEO. However, this paper finds that nominal independent directors
who have social links with the CEO, play the role of " umbrella" of the CEO. Companies
in large scale, high debt, rapid growth need more board’s suggestion, which may increase
the number of nominal independent directors with links. This indirectly proves that social
relations can improve the function of suggestion of the independent directors and the
board.

The third point is that the impact of social relations to firm performance is uncertain ,
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but in times of crisis the relations can significantly improve the company’s performance. It
is easy to be verified by regression analysis between the performance and the relations u-
sing the samples. The vast majority of evaluations of the effects of the board and the inde-
pendent directors, are using the level of corporate performance value to judge. It is a sig-
nificant expansion about testing the impact of relations to the fluctuations of company per-
formance further. In empirical study, independent directors reduce the fluctuations in per-
formance which the existence of social relations hinder this role play. This conclusion is
consistent with economic intuition, as well as the third view in theoretical model logically.
The measurement results show that social relations do not affect the company’s perform-
ance , and for the samples in poor performance the social relations can enhance the compa-
ny’s performance ; CEO — independent directors ties will improve fluctuations in company’s
performance ; the actual independence of the board will significantly reduce the fluctua-
tions.

The fourth main point of this article is about the protection of minority shareholders,
distinguishing from the theoretical research which use the performance as the only criterion
in the research on corporate governance. This view is divided into two parts. Because of
the social relations between the strong shock holders and the independent directors, the
first agency problem can not be overcome, instead of aggravating the second agency prob-
lem. Obviously, the latter is the focus. In order to maintain the themes of contextual arti-
cle consistently, this paper makes an empirical test of the impact of the major shareholde-
rs-independent directors social relations and the protection of minority shareholders; and
focuses on the interaction of reputation and social relations. According to the research,
the independent directors — major shareholders ties will lead to independent directors be-
ing captured by the major shareholders ; reputation will reduce the controlment from social
relations to the independent directors. Even independent directors can control the big
shareholders when reputation is high enough.

This paper argues that the independence of the independent directors is directly relat-
ed to the independence and the effectiveness of the board, and then the profound influen-
cing the various aspects of corporate governance, such as the performance and the com-
pensation of the CEQ, the supervision and the suggestions by the board, fluctuations in
performance, company performance and the protection of minority shareholders. There-
fore, social relations should be considered in the identification, selection and appointment

of independent directors’ qualifications. Selected independent directors must be experts in
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high social prestige, with strong sense of responsibility, on behalf of justice and without
private connection to the big shareholders. As whether to select the independent directors
having ties with CEO or not, it depends on the firm’s feature. Companies with strong de-

mand of suggestion can choose such directors appropriately.

Keywords: Social Relations; Independent Directors; Independence of the Board;

Corporate Governance
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