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Abstract

A recent stream of literature shows that board is-an important corporate governance
mechanism. This paper analyses the-relationship. between board of director and top
manager’s compensation, we find that after controlling the main determinants of
compensation package, board.of directors and top. management’s excess compensation have
positive relationship. We hypothesize this positive relationship is due to cronyism; therefore,
board of directors and top management may pursue their own benefit, and lead to agency
problem. Our empirical result support our hypothesis, the excess compensation will cause
poor performance.
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n_director PERNEIEEET RA A4

Dual FEHLEOPPAMGEEA 2 RAB/2HEETAX
DA VEG O AEEMEG &7 F AR

FA A e G FRF A BRIEME G AT A AT

NS BEREH GG )

N_employees PERAEI A

ROA fim LA dr a2 ¥ R/ ET AR
Tobin's Q (il bR L gD EHEG § F)ES BT A

RD LRI EiorE

Gobalization B E R AR TR B

Industry @ 2 & ¥ (industry dummy=1)¥7 % 3 ¥4 ‘e (industry dummy=0)
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414 & gk a3t A 45

PR R TR A )
Mean Median Std. Dev.
m_comp 20,728.33 8,985.00 57,620.60
d_comp 19,338.93 9,650.5 39,031.85
n_manager 4.281 3.000 3.518
n_director 10.270 10.000 3.347
m_equity 0.020 0.008 0.029
d_equity 0.242 0.210 0.142
Dual 0.273 0.222 0.175
D A 0.382 0.372 0.179
FA_A 0.223 0.179 0.183
NS 11,209,247 2,222,240 51,679,087
In(NS) 14.706 14.614 1.658
N_employees 698 262 1,675
In(N_employees) 5.638 5.568 1.273
ROA 0.083 0.081 0.119
Tobin's Q 1.317 1.083 0.909
RD 0.039 0.014 0.167
Gobalization 0.501 0.565 0.369

2005~2008 & [ » 5t B RICIT A TH0EF w e L 2,073 § 0 T HAE B 4§ 4.28
A FTETET L 10345 &0 T A #1027 4 o FE L EEIE AL HY
027% > AT EH ¢ T35 23 F %5 L E QAR oA Fp A ETI00 F 0t b
5382% FARF A G 223% A ST b £ F 501%; Bor s L - B A

Frag Ao dRR) Ree
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A2 EF B EIB A FpY

—

2z FEF - HEAFPRF
L $ S Ln(m_comp) (1) Ln(d_comp) (2)
c 494777 (20.536) 211177 (5.301)
In(n_manager) 1.0877"  (31.920) 0.1772""  (3.143)
m_equity -0.494  (-0.708) 1.620 (1.405)
d_equity -0.7217"  (-5.166) 11607 (-5.029)
In(n_director) 0.117°  (1.757) 1.139™"  (10.351)
Dual 0.119  (1.036) 0.267 (1.403)
D A -0.359""  (-3.045) -0.942™"  (-4.833)
FA_A -0.396  (-3.218) -0.581""  (-2.853)
In(NS) 013777  (7.441) 0212 (6.978)
In(N_employees) 0.113"7 - ~(4.536) 0.157""  (3.809)
ROA 21217 (10.570) 3.605°  (10.869)
Tobin's Q 0.064" (2.660) -0.003 (-0.078)
RD 0.324"" (2.685) 0.201 (1.007)
Gobalization 0.1177 (1.979) 0.248" (2.538)
industry dummy 01147 (-2:469) 0556 (7.271)
N 4,688 (1,172 firm) 4,688 (1,172 firm)
Adj_R? 0.403 0.166
()T T T w2 1% ~ 5% - 10%EE F R (QFEP St
N1 Qo AP R 2P FROLARETF > RFH L AR

RS 5

I@ A Agd%% g%‘, ZIm A )R ggi%ﬁﬂ%ﬁ%ﬁﬁ;@g&ﬁuw g:;g:g{:g:g;uﬁ

F_

BSPOFP BT AZHARFL RS c RREFHA L

R L TU Ny T R Ty g e e T aT
T ;&#ifvﬂ}‘.%%ﬁ;é?%fg@{{;u& ?’Iwkgﬁ-ﬁmoﬁﬂ”jg,ﬁcwgu é‘ﬁ‘ﬁ‘?——i%—ﬁ?ﬁ _g}
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;,zrﬁul _ﬁa”igy ‘fi’q.«—/‘*“rﬁ’”wé fgg,Kd¢«_§FiKb% \'Lq_"g/

oo APHRHIGRA SRR RS 0 & Boyd (1994)F ek - X o £ 5 F A
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EI8 A Aol > 22 Coreetal. (1999)2 2 Bricketal. (2006)F # %% - &% 4 £ %
€ ACHE X PF O I AW AR BCRGE anEEY > 4 & Jensen (1993)# it 0 F F § BB
SRR MET GRERT  EARIA 0 A R g F A R A
MEF LA GWAFPIG Do i B SRS F L E G AN P
Flfe L > GIm A5 g b L BEA Lo % > & Coreetal. (1999) -~ Brick et

al. (2006) 13 %5 % - 5 o

NP HRES R FRRYT L FRAN AT A LR HEE T
230 A FERE R OOLEEE f AP 0 22 Stiglitz (1985) % - & o F I ARE R
AR S Y R B AL R B e o TP G ok KE T T LR GIE A RO o
NERBINA M LR L A TREARE AP IRERFR PR

BAXS F T E 2 GIL A g R UL A RE 33 £ Brick et al. (2006)# it 0 2 & HLAR

APEFEE TR S RREL Athd @8 L ARG (T F i RF aERk
o XFHARS G 0 AF LAER PR P e e ] 2 R R 3R
I A R ER AR R B AL R RS RS € i iR ROA ¥ F

Ei”iﬁﬂ‘%wﬁi%ﬁﬁ¥*ﬁT$$ié%?:ﬁ%ﬁﬁﬁﬁlwm@Q%%
KL 4 LARR o A N E R F Ep o iF ks f > 10%% TR
TARY o F ot g3 h R A ER RS P EEE AT R LD
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o
It

AP R s 2P R AN R EENE SR
FOLEEM BT AAPLEE T BEET NG KR A LT €T 4p R - Bricketal.
(2006) A7 £ W+ P 2P F R FEOARQFRPEGITA L DA > S A AT
FEHEFFP TG L e B o Bricketal. (2006) 45 8t 0 Adrdl E B EF S L ER
TAPB AR R A N EEE N QA ARG R DRERS T T
o M7 7 1245 Brick etal. (2006) %74 1 jiF > I S H L PR TP FHGIAE

TR AET HE A

HAAPASE FARFRPELEL FP PP APRIHRQY R F
TP EE GO LT RRGHEE R SRR F MR LT RS F
£ F AR pY(Excesspay_d) o 121 (3) & IR A FFRNE 2120 Y o 0 M AREE LR 2 P
FREEHA(D)IF o 2P e r F E 3 ALHAF po (Excesspay_d) % #icie (712 §F 4 47

T TR HFHEIE A E S

AR PR o S0 B S (D)2 et A L PR X B A IR Y F O~ S

(DRSS AQIFFHPH S EE T FHPORE -

B PAIEBIF SHAUAG) -DFHELE A PT UFRALNE P
FhF T EEFRPFPELTEAFPIREF AN - AP FETAQHH
PO TE A Erpd ta g 0.105 » o 040 B R ECE Bop A TR T R (TSR chis
A0 5B E T EFPOH 4 10%PF 0 FIT A FPAEE 2 1.05% o 52 A AZIEAR S

¥ F F R i 0288 TR A FH 4 10068 0 B F B EHY LT § 54 2.88%-
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v FEE(EROREHMHIECFEDEPYE

R Ln(m_comp) (3) Ln(d_comp) (4)
c 4.947 (20.852) 211177 (5.382)
In(n_manager) 1.0877"  (32.412) 017777 (3.192)
m_equity -0.494  (-0.719) 1.620  (1.426)
d_equity -0.721""  (-5.246) -1.160""  (-5.106)
In(n_director) 0117  (1.784) 1.139™"  (10.510)
Dual 0.119 (1.052) 0.267  (1.425)
D A -0.359""  (-3.092) -0.942""  (-4.907)
FA_A -0.396""  (-3.267) 05817 (-2.897)
In(NS) 0.137""  (7.556) 0.212""  (7.085)
In(N_employees) 0.113™"  (4.606) 0.157""  (3.868)
ROA 212177 (10.733) 3.605°  (11.037)
Tobin's Q 0.064"" -/ (2.701) -0.003  (-0.079)
RD 0.324 .~ (2.727) 0.201  (1.023)
Gobalization 0117 (2.009) 0.248™"  (2.577)
industry dummy -0.1147  (-2.507) 0.556  (7.383)
Excesspay_m 0.288""  (12.092)
Excesspay_d 0.105 -~ (121092)
N 4,688 (1,172 firm) 4,688 (1,172 firm)
Adj_R? 0.421 0.1914

()T T ] & 1% ~ 5% ~ 10%EF ¥k (24P Lt
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4.4 Frp 1 5 %

441 FipYRITE H

k=N
-:m

_é_l,l
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AT AP RET T E LA EMG A EOI PN BFA
PREFEDEAARFR? B9 - BE G ERED N 2P A eBEE g4 & RE

Ed PR R TN S F TR AR ELI R R EE AT gy a2

PORTEE FR K 2 P G R AR o U R AP LR tE Fp

I ] E S AL R BB Fp 0 T Ak (oA R

PORE G0 AP R ST RN 2T ER EL

S

AR E AEE 0 RHREE FrE SR AR S E Al R o s P 0k
# .11 ROA 2 Tobin’s Q % T¥ ¢

PrgsRE B el R gtk o AT R HPE SR Y
P gRenit % 0 #031(5) 5 1 &£ ROA i tst - #:3](6) 5 t+1 & Tobin's Q iy

_\ + s —
PR B RAR T T e

BAl R o A PTG R ARSI G PR AFRRIF 2%
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P L EZAL T BT AL NAS P EFREEIARM 0 AT
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LEFELEANNRT F S OFEE A LI R 82 FRPILTIE LY

SPEYEB S B 2P A4 TR B RS ¥4 (Anderson et al., 2006) 5 &

g s o by Ry S A € Sodp R 1%k F R F -
5

a0 RHEEAREFPPE 27 MRS B %A LR BT S

N
)
§
)
>~
i
=
=
|
=
¥
B
i
T,
-
S
PN
oL
T%
dm
§H%

= AN B E S gy = I rac =
RN E C T e RS

O A ey

R ROAu1 (5) Tobin’s Q+1(6)

c -0.013 (-0.679)  0.897  (5.276)
In(n_manager) -0.003 (-1.160) 0.003 (0.247)
m_equity 0.199™ (4.031) 0976~  (2.303)
d_equity 0.052"" (5.041) 0.049  (0.556)
In(n_director) -0.011°" (-2.233) 0.039  (0.946)
Dual 0.005 (0.605) -0.013  (-0.180)
D A 0.008 (0.915) 0.208™"  (2.726)
FA_A 0.0247" (2.614) -0.042  (-0.529)
In(NS) -0.002 (-0.952) -0.023  (-1.623)
In(N_employees) 0.0057 (2.321) 0.005  (0.325)
ROA 0.691°" (44.432) 1.3747"  (10.300)
Tobin's Q 0.006™" (3.559) 0.510™"  (36.362)
RD -0.005 (-0.512)  0.605°  (7.876)
Gobalization -0.0117"  (-2.670) -0.042  (-1.141)
industry dummy -0.001 (-0.154) -0.012 (-0.396)
Ln(d_comp) -0.001™ (-2.325)  -0.040""  (-7.979)
Ln(m_comp_ 0.004™" (3.978) 0.004  (0.450)
N 3,516 (1,172 firm) 3,516 (1,172 firm)
Adj_R? 0.520 0.413

HkKk *% *

(D)7 A R R A 196 5% ~ 10%EF F ok (2455 5t &
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4.4.2 RAFFO 8 4 o

FAPRLHHEE N2 GILA S B A A F AT
Ro i I APLAITEMR

LT L
T E R ok

o T a&ZPREEPN T BE DR -
F]t A A7 5 1245 Core et al. (1999) ~ Brick et al. (2006)4% 21 PL 4 > %% ¥ A 3 4R
(Excesspay_d)j# 8 5

;rl.]‘ﬁ)ﬂ(ln m)migg V"K,l,,\ 7&} i'}’-’%’ﬁ" 55 o pL %*%‘_ﬁm rﬁf’ﬁ?%ﬁ
s T HRARE HE ok Bh

B o A s e i e 28 (Cronyism) 4 187 * ALi

SEEET SRR

iE AT
Bk X A H0A(D° BHam Fpw g glced s f 3 A1) 5E 3 hilk(&
ZE-W)a B ik
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LETARIEM D RBEEE S § AT RFEP O i o
FITTED_M_COMP = X j3,
FITTED_M_COMP_W_DIR =X 3,+Z 4
A kK FPIERIE LR LI R RN Rk
Cronyism = FITTED_M_COMP_W _DIR- FITTED_M_COMP
AN FB ;[&.ﬂjz E,Jf '\ (5) b"i g‘}: Eﬁ;— —\ (6)!.4 Z_ ‘t«th_/' A ;ﬁ.ﬁ)ﬂ(l_n m)b E i #"‘rﬁ”(Ln d)|/
Cronyism B~ > jgd LI R EIL R O F RS s AT B Y
e B o R R

S B 0 Cronyism ¥ 20 2 5§
Cronyism #_d

ES N
His S hngir RO A 424 Appapd ¢ Hrg o
PR e A R bl TR TR R

WARR 2 D P P %yt iz 2
S ehp RECH LB B e i Gl - R (7) 5
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5 RPFME S Hx

B ROAx1 (7) Tobin’s Q+1(8)

C 0.003 (0.168) 0.832"" (5.036)
In(n_manager) 0.001 (0.439) 0.001  (0.036)
m_equity 0.197  (3.985) 0.911" (2.153)
d_equity 0.050™  (4.881) 0.092  (1.049)
In(n_director) -0.012"  (-2.511) -0.006  (-0.142)
Dual 0.005 (0.613) -0.023  (-0.324)
D A 0.007 (0.825) 0.243™ (3.205)
FA_A 0.023"  (2.522) -0.020  (-0.256)
In(NS) -0.001  (-0.654) -0.030 " (-2.197)
In(N_employees) 0.005"  (2.365) -0.001  (-0.031)
ROA 0.696™  (45.687) 1.240™  (9.515)
Tobin's Q 0.006™  (3.687) 0.510 ™ (36.409)
RD -0.003  (-0.348) 0.599™ (7.805)
Gobalization -0.012°7 . (-2.714) -0.052  (-1.405)
industry dummy -0.002 (-0.573) -0.034  (-1.189)
Cronyism -0:010°  (-1.758) -0.374™ (-8.000)
N 3,516 (1,172 firm) 3,516 (1,172 firm)
Adj R? 0.518 0.413
(D)7 T TA R A 1%~ 5% ~ 10%58 F ok (Q)FEEN ot

BRI 2P Rt BAT SR A RApR 0 LA T BRI
Z 7 %% Mo o Cronyism 1R & €300 2 B S50 G foe 88 & Bricketal.
(2006)F" 7 2 BT S5k - Ko AT A RLEFLFEI A SHEHFP IR EL S
ERMAGEE 2B Mo RIEHFM I AN ET T E AL E L a3 41 a5 a &

EFFLEZRERFRY  ERIEERFOLEARRA -

RAT2 0 o Hp L EPE AR R o
JE g Rk - AP EEF AL EEEAT
R 273% B o BE YIRS BEZ AR TF € ARMITBIFEIEAH

o RpE o E2 g RREOE BT o
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443 2FspliEe AR

E I TIE NN VAR S

2005~2008 & F 7 % o & F ﬁlﬂf{ X > 7?1;{_‘ Ie A %ﬁ’”%}iﬁ = A2 4

RSB ES IR v R RY  APEHA RO PERETEY BE

ERATEET A - R TR AL (-) BB EER (O)FRBAEEE

AZmt SBENT (Z)BRAENZ LI EIRGDODER ARIFET I BE 0

1 FEggE

AEFTHREALSLBEME 2L EA 5 A% 2 kB TEITZRAMN ()18
RS sl - TESR & S FEEAIZE A (AR R A Rdgw - SR L A IAE
5% k) (D) EEFeIRBIAZ s bk ¥ (2) LRGP
o TEF LSRG ApR K (2 ) & FEETG el T BE % AR 10% 8 7

R 10%ke K5 F Famdl? SEGEE I REM R &P HERAE O RARS F

- B o & TE] FFagRRIA & o AR IR & 53004 4271684 4 8 B2t g
- FER(CGHE B)EER P
ROAHl TObil’l’QH.l

Panel A +® 25 =) 25
Ln(d_comp) -0.001 (-1.593)  -0.002 (-1.598)  -0.039"" (-7.534) -0.036" (-2.822)
Ln(m_comp) 0.003” (2.477) 0.006™" (3.526) 0.004  (0.359) 0.003 (0.165)
Adj_R? 0.478 0.585 0.409 0.422
Panel B
Cronyism -0.009 (-1.345)  -0.008 (-0.722)  -0.365 (-7.512) -0.330"" (-2.773)
Adj_R? 0.477 0.584 0.409 0.423
N 2,253 1,263 2,253 1,263

)7 TN AR R A 1% - 5% ~ 10%EF F Kk (P A tE

Z2-VREMEELBETTENE SRAEPEN LT GNAR ) T R%E
PREOBEREAT S o &S BRI 2P E M IR EcE & 42 4
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o B v A SRR AL H AR F o R AR R ARG 2
BAN AR R FREEA  EYRGHNRBE R B ELG P

R e AR b PR BEAMY A BT RCHUHEMEF SR 5

AEIRESTD R HFRA L §(HALEA )T ET B ih o MRl
‘ﬁ;?’ﬂ’fiﬂk/}i{ﬁé? VISP R B A G B0l oo i3I0 28 AR 92 £ 4 £ ¥ RF N
FRFATFRMBHE L TE o FHELRRM G 7 ()T ARGB AP M R

A (Z)FARBBEPE T C)ERMEMBTALIE (2)EF2 FTAHE (75 M

EFYEFAEP R X 2 NS ) (T)RL FTAMBI AL Ltk ek
FELE BN FALA+E A BB 5 C &z C-aT BELE AFETRA
B 2P RATRLTASP A OBANTER S FTASEP R KA 2o A w5 554

F 2 2430 AP FAL oA TR R dode N ErT

ERPN ’?‘;‘JL;}% ﬁ’k_ %H‘i:ﬁ’” SN % 3%

ROA1 Tobin’Q 11

Panel A A% Bxwu— A% B¥m—
Ln(d_comp) -0.004™ (-2.233)  -0.001 (-1.150) -0.074"" (-5.613) -0.028*** (-4.737)
Ln(m_comp) 0.005 (0.991)  0.003" (2.290) 0.019 (0.460) -0.003 (-0.359)
Adj_R? 0.564 0.523 0.609 0.488

Panel B

Cronyism -0.0305™ (-2.130) -0.006 (-0.902) -0.702"" (-5.962) -0.269"" (-4.904)
Adj_R? 0.564 0.523 0.611 0.489

N 554 2,430 554 2,430

()TN A R A 1% 2 5% - 10%88 F ok (QEER St

FAREB A - RoPanel AT B SIE A FRAIEHT S P ocdm L
FREMRF O QLR AFPHD OS] BREDREF O HFTET L RFBATR
SRR 2P G AFPRGT R DS ARG I BT g
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FRRG S E PR G K PN A R g R

Panel B #F 34 iz * LG 30 S0 o B A A3 ST RSP ARG H2 P 2
THEHLSPE N 6 PEANEPRARMHONT > AR GFOPTEP RRE P
FPEPRTIERS > FIPRT AR I REFENEY RCHFMAL DR T

TEE R P SEendpik

AE R AN L BRAENE T AEAREF R £ 10140 B ¥

%fué_ élr_ i)’( o

14 AEHBER - 27 %

ROA:; Tobin’Q 1
Panel A 153 TR 154 ® R
Ln(d_comp) 0.003 (1.642)  -0.001 (-0.339) -0.001 (-0.113) -0.016 (-1.366)
Ln(m_comp) 0.004™ (2.008)  0.005~ (2.047) -0.012 (-1.197) -0.00039 (-0.020)
Adj_R® 0.377 0.552 0.459 0.452
Panel B
Cronyism 0.036" (2.181)  -0.001 (-0.035) -0.039 (-0.410) -0.150 (-1.384)
Adj_R® 0.375 0.552 0.459 0.452
N 1,014 1,330 1,014 1,330

3

()TN TA R A 1% ~ 5% ~ 10%5F F K E (Q)FEELN Lt

/A I 2L B5ET 2P A RO T P A EY BB ER 0 ST A4

EFPSEEROPIEEE LT o T APHER () FREERAERMEE LT
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() FHEAHBRE SPPHTELSERMALF (2) TFFERBAZE 3% WG H
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