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Abstract

Economic actions and institution are embedded in the social network. Tre-
mendous development of networking and huge social change lead to a revolution
of social science, including Sociology, Psychology, Strategic Management,
Organizational Behavior, Economic Sociology, and so on. However, until now
there lacks studies using social network theory and its analysis to investigate cor-
porate finance and corporate governance problem. This book is among the first to
explore the board directors’ behavior using the social network theory and related
analytical method. I define the board network and construct its theoretical frame-
work. Then, taking independent director as an entry point, I study the mecha-
nism between board network and independent directors’ governance role. The
main results are as follows:

In the theoretical part, I define the board network as “a set of connections
between board directors arising from sitting in the same board” . From the social
network theory perspective, I analyze the directors’ behavior and social capital
embedded in the board network, the roles played by the inside directors and in-
dependent directors with different link ties, board network’s structural hole, as
well as the matrix and centralization of the network. Especially, the role inde-
pendent director plays is emphasized. Due to problem of the independent
director’s governance incentive and ability, in Chinese capital market independ-
ent directors are accused as “no action” , “no independence” and “no under-
standing” . While board network affects independent director’s both reputation
incentive, subjective independence capability and objective competent capabili-
ty. Thus board network improves the independent directors’ governance effect
through both its incentive and capability.

In the empirical parts, firstly I quantify the board network’s characteristics
using centrality analysis method and calculate the network centrality index of all
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directors in Chinese A-Share listed companies. Considering the two kinds of
agency problems, I examine the relationship between the independent directors’
network centrality and executives’ pay-performance-sensitivity ( PPS), con-
trolling shareholders’ tunneling, corporate information disclosure quality and
corporate performance. I find that, when the independent directors’ network
centrality of the company is higher, its PPS is also higher, its tunneling is smal-
ler, its disclosure quality is higher and its performance is better. These results
hold the same after considering the endogenous problem. Empirical findings sup-
port the theoretical mechanism between board network this thesis defines and in-
dependent directors’ governance role.

Based on the above theoretical and empirical analyses, this book implies
that director’s governance behavior is embedded in network, and is influenced
by the connections and structure of board network. Using social network theory
and social network analysis paradigm, this book provides a new perspective to

study corporate governance.
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@ AREBBARFREMBIFAXERMERRM I, HEFH L LHAEHRRETEEM
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