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. H3 H4
. (LOCALXROA) 3,)
(SIZE) .
(LEV) . (ADMIN) . (INAST) .
( www. finance. sina. com. cn) “ — (MTB) (ToP1) .
” ( (BOARD) . (INDIR) .
. . (DUALITY) . ( CENTRAL) .
) (MKT) - (AGE) . (YEAR) .
(INDUSTRY) ( PROVINCE) .
H1 (LOCAL) 1%  Winsorize
®B) o
2) H2 ()
ROA 1 - (1)
( 2007; (Salary) 96. 511
2012) . (2009) 12. 057 664.915
55
° ” N (2)
H2 (LOCALX (LOCAL) 61.9%
ROA) (B.) . (3)
o (MON) 43.2%, (4)
H3 H4 (SUB) 0.5% 5.1%
> - (5)
N (ROA) 2.7% 2.5%
. 5.3% .
. ( )
1
P25 P75
Salary 13.780 0. 794 11.700 13. 300 13. 820 14. 300 15.710
LOCAL 0.619 0.344 0. 000 0.333 0. 667 1. 000 1. 000
MON 0.432 0. 495 0 0 1 1
SUB 5, 7902 0. 005 0. 008 0. 000 0. 000 0. 002 0. 005 0.051
ROA 0. 027 0.053 -0. 173 0. 005 0. 025 0. 051 0. 185
® CSMAR 2007 2007
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)
2 OLS . (Salar)
1
. 1 (LOCAL)
1% 1 2 3 4 5 6
DUALITY  0.071%% 0.069°* 0.072° 0.065**  0.049 0,107
HI. ) (3.175)  (3.099) (2.108) (2.237) (L.511) (2.879)
CENTRAL  0.081* 0.080™% 0.135™* 0.038" 0.075™% 0.099*
(LOCALXROA) (5.310) (5.276) (6.105) (1.732) (3.308) (4.015)
1% AGE  -0.004™ -0.004™ -0.003 -0.005" —0.004 —0.007**
(-2.453) (-2.524) (-1.078) (-1.958) (-1.374) (-2.765)
MKT  -0.039 -0.038 -0.077" -0.023 -0.035 -0.073
e (-1.397) (-1.371) (-1.792) (-0.652) (-0.413) (-1.024)
2 8.359™ 8,353 9.190™ 7.700™ 8,141 9,146
(Salary) (32.566) (32.585) (23.723) (23.229) (11.719) (14.958)
/A
1 2 3 4 5 6 7,346 7,346 3,173 4173 2,895 2,895
LOCAL ~ =0.175™% =0. 173 0. 1427 -0. 203 -0, 121 ** -0, 188 RL 0.577  0.577  0.565  0.605  0.55 0.527
(-7.960) (-7.863) (-4.229) (-7.055) (-3.507) (-5.365) F 147.941 145.840 71.406 113.861 55.268  48.250
LOCALXROA —1O46™% 1. 840 -0.451 —1.852%% -0.388 O 1% 5%. 10% .
(-2.617) (-3.132) (-0.850) (-2.748) (-0.598) [©)) T .
ROA  3.575™% 3,582 3,855 2,003 3 574 3 547 3-4
(22.949) (22.870) (17.475) (13.448) (14.165) (13.834) .
SIZE 0.225™% 0.5 0,192 0,263 0,255 0,213 1%
(29.382) (29.357) (17.629) (24.887) (21.461) (18.329)
LEV 0.032  0.033 0.120° -0.113" -0.236™* 0.167™
(0.750)  (0.751) (1.871) (-1.923) (-3.337) (2.365) 3
ADMIN 0248 0.248* 1.079% -0.360™ 0.265  0.059 “ ”
(2.083) (2.072) (6.000) (-2.313) (1.371) (0.300) .
INAST — =0.542%% —0, 546 =0.217 -0.909 ™ -0, 539 *** -0, 428 ** 5-6
(-4.720) (-4.741) (-1.317) (-5.364) (-2.618) (-2.630) °
MTB  0.033°* 0.032*% 0,037 0.038* 0.030** 0.028" 1%
(4.357) (4257) (3.191) (3.719) (2.636) (2.600)
TOPL  ~0.006 ™ ~0.006 ™ ~0. 006 ™ ~0. 005 ~0. 005 ** -0. 005
(~12.642) (-12.648) (-9.335) (~7.835) (~7.577) (~6.649) H4
BOARD ~ 0.003  0.003  0.006 0.004 -0.006 0.011"
(1.211)  (1.198) (1.552) (1.015) (-1.562) (2.699)
INDIR ~ 0.081  0.08 0341 -0.130 0.178  -0.167 ( )

(0.743) (0.812) (2.034) (-0.903) (1.147) (-1.045)
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(D) o
(2515)
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; (3
)
. Core et al. (1999) . (2010) .
(2012) 3)

(Overpay) -
Salary, =B, +B, SIZE, +B,LEV, +B8,MTB, +8,ROA, +8,ROA,_,
+B,AGE, + B, DUALITY, + B,BOARD, + B, INDIR, +
B1oCENTRAL,+ ¥, YEAR+ Y, INDUSTRY+ ¥, PROV-

INCE+e, ©)
(2010) « (2014)
(2818)
“ 7 (ROA_ Luck)
“ ” (ROA_ Nonluck) -
ROA ( )
. )
3 o
3
(Overpay,)
1 2
LOCAL —0. 184™ (-9.035) -0.182™* (-8.959)
ROA_ Luck 3.675™ (2.876) 3.6527 (2. 860)

ROA_ Nonluck 0.173 (1.190) 0.168 (1.160)
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(Overpay,)

1 2

LOCALXROA_ Luck -2.035™* (-3.898)

LOCALXROA_ Nonluck 0.198 (0.457)

13177 (3.137)  1.305™* (3.110)

T
7,194 7,194
R? 0.031 0.033
F 4.197 4. 301
()T 1% 5%+ 10% ;
@ T

Overpay, =, +B,LOCAL, +3,ROA _ Luck, +B,ROA _ Nonluck,
+B,LOCAL, XROA _ Luck,+B;LOCAL,
XROA_ Nonluck, +B,SIZE, +B,LEV, +B,ADMIN,
+8,INAST, +B8,,MTB,+B,, TOP1,+B,,BOARD,
+B;INDIR, +8,, DUALITY ,+$,; CENTRAL,
+B6AGE, +3,;MKT,+ ¥, YEAR+ ¥, INDUSTRY

+3 PROVINCE+¢, 4
3 (@)) 1
(LOCAL) 1%
. (2) 1 “
7 (ROA_ Luck) 1%
“ ” (ROA_ Nonluck)
7 “ 7 (3) 2
“ ” (LOCALXROA _ Luck)
1% “
» (LOCALXROA_ Nonluck)
2005-2013 A
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Do Locally Based Independent Directors Fulfill Their Supervision Role? Evidence from
the Perspective of Managerial Compensation in State—Owned Enterprises

Luo Jinhui et al.

Abstract: Using a data set of 7, 346 firm—year observations of Chinese A—share state—owned listed companies during 2005 to 2013  we attempt to
investigate local independent directors” supervision effect from the perspective of managerial compensation. We find that when state—owned firms have
more local independent directors in the board managers have significantly lower pay as well as lower pay—performance sensitivity. Moreover local inde—
pendent directors’ negative effect on managerial pay—performance sensitivity is more pronounced in monopolized industries and highly subsidized indus—
tries. Further analyses reveal that managerial overpayment is only related to firm performance that is not caused by managers and that local independent
directors not only lower managerial overpayment but also lower overpayment—for—luck — performance sensitivity. These results suggest that local inde—
pendent directors  due to close geographic proximity have more information and supervision advantages thus are more capable of constraining managers
from obtaining overpay or getting paid for performance which is result of lucky factors.

Key Words: Locally Based Independent Directors; Managerial Compensation; State—Owned Enterprises; Pay—for—Performance Sensitivity; over—

payment
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