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B NS E AL, FEARRY Pearson FHC R EUNEE 3 R,

*2 TEMH#IR TS

A5 1 AR SRR T 1% PRt 5P NE /ME
HHR AR A 0. 058 0.070 0. 048 0. 266 0. 008
HHRN 1. 000 1.387 0. 598 4. 000 1. 000
N 235 0. 149 0. 326 0. 548 3.765 0. 000
[HE b=y LI NNl 0. 048 0. 052 0. 057 0.238 0. 000
N TR 10. 000 11. 023 3.770 22. 000 4.000
H JEHRiA 0. 000 0. 053 0.224 1. 000 0. 000
B JBARiR 0. 000 0. 066 0. 249 1..000 0. 000
S 0.039 0.045 0.051 0. 196 -0.118
O\ T 21. 696 21.833 1. 124 25.523 19. 661
v a2 0.515 0. 504 0. 168 0. 876 0. 108
ESI 4 0. 000 0.123 0. 206 0.716 0. 000
P Is B 2 2.000 2.131 0. 995 4. 000 1. 000
JBAL SR Th 0. 582 0.577 0. 147 0.941 0.215
BEHRK S LA MHILE 1. 000 0.752 0. 432 1. 000 0. 000
LA = AU 0.333 0.336 0.073 0. 500 0. 000
A E 7.730 8. 004 1.878 11.710 4.170
Hi X RS TT 7 A T 0.023 0. 024 0.015 0. 074 0. 000
5 Al 5 4 AL L 0.381 0. 437 0.331 1. 000 0. 002
A T FE 1. 000 2.530 2.752 16. 000 1. 000
A HIER 0. 000 0.577 0. 747 2. 000 0. 000
FiAe st X — 5t 1. 000 0. 750 0. 433 1. 000 0. 000
FREAT I — 2 Pk 1.000 0.634 0. 482 1. 000 0. 000
A5 2006 2006. 033 1.422 2008 2004

PORDIR R A S

*®3 - = Pearson 18X R2]
K5 B (1 (2) 3) (4) (5) (6) (M (8) (9) (10) (11) (12) (13) (14)
R
O mgg |
fits:
) ;i 01 |1
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i B (1) () (3) (4) (5) (6) M (8) (9) (10) (11) (12) (13) (14)
3) ﬂf"% -0.226 | -0.006 I
(1
4 oo | =0.034 10,062 | 0.069 1
@ | s
A .
5) -0.011 | 0.025 | -0.017 | 0119 1
L e
H n
(6) H‘ S0.347% 0170 7| 0.040% | 0.031 | 0.113%** 1
fin
(1) -0.007 | -0.051 -0.04 | -0.035 | 0.050** |0.387 1
fiiR
(8) ey 0.04 0.033 | -0.052** | 0.076 0.239 0.080 *** | -0.063 I
it
(9) | ZARBBE |-0.184*| -0.059* | -0.028 | 0.055 " |-0.144 ™| 0.299 *** | 0.123 *** |-0.064 " 1
fifit v
(10) e ~0.104***| 0,091 | -0.029 | -0.004 |0.14 0.2 | 0.2 | 0.038 |-0.301 *** 1
() | Z7f 00507 | -0.044% |-0.089 | -0.034 |0.077** [-0.071***| -0.024 | 0.004 |[-0.059* | -0.013 I
12 ~0.029 | -0.294 | <0.067 ***| 0169 | 0.02  [-0.075 | -0.085 *** | -0.051 ** | -0.051 ™ | 0.139 *** | 0.015 1
W o
(13) g -0.026 | 0.036 | 0.097 0.029 |-0.358 **[0.273 0.400 *** | =0,130 *** | 0.249 *** | -0,089 *** [-0.091 *** | -0.099 |
X
EEKY
(14) | B&HHE | 0.032 0.032 0.00 | 0.078™* | 0.03 [-0.064 |-0.124 | 0.008 |-0.088 | 0.071*** | 0.054** |-0.086 ***|-0.073 *** 1
g
A . .
(15) o -0.04 | 0.025 | 0.04* | 0.048 0.057 **|-0.203 *** | -0. 536 0.029 | -0.082***| 0.053 ~0.047 % | 0094 | -0.283 0.078
(16) Bt -0.069 | 0,057 ** | 0.059 0.003  [-0.253 | 0.076 0.040* | -0.052** | 0.182 0,049 ** | -0.063 0.013 | 0.209 -0.047
X P05 . . . . . 3
(17 IR <0.046% | 0.027 [ -0.087 ***| 0,092 | 0301 *** | 0.126 ™ | 0,100 *** | 0.241 | -0.043 % | 0.054** | 0137 | 0.0 | -0.051** | 0.009
iR
(18) M{P‘% <0115 %% | =0.464 [ =0.151 *** | =0.297 [ =0, 110 *** | 0.223 ™ | 0,062 |-0.077 | 0.049 | 0.091 * | -0.052** | 0.388*** | 0.016 | -0.069 ***
SEHBLL
el
(19) e 0.090 0.419 0.087 0.036 | 0.068 -0.078 0.030 | 0.063 ~0.024 | -0.126 | 0047 |-0.455 | 0.082 0.052
LA
(20) A -0.05 | 0.02 |0.07 0.030 {0.225 -0.023 | 0.056 -0.017 | -0.055™* | 0.061 0 0.035 -0.007 0.008
122
R
(1) ”ﬁ%‘ <0.100 | -0, 440 *** | -0,050 ** |-0.117 | -0.012 | 0.151*** | 0.006 0.017 | 0.058™ |0.072*** | -0.007 |0.523** | 0.008 -0.019
(2) Fﬁg% 0,104 %% 20270 | 0,099 *** |-0.090 | -0.012 | 0.289 ™ | 0.085 *** |-0.086 | 0.050™* | 0.083*** |-0.129 ***| 0.217*** | 0.060** | -0.032
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5 i (1) (2) 3) (4) (5) (6) (1) (8) (9) (10) (11) (12) (13) (14)
(@) | o |-015 0.02 | 0.006 | 0.051™ |0.338* | 0182 | 0.057** | -0.016 |0.068* | 0.086* | 0.027 |-0.088"**|-0.228*| -0.009
(15) (16) (17) (18) (19) (20) (21) (2) ()

(15) | Mt |

(16) | FPlAHERE -0.030 1

(17) | SRR -0.048 ™ Y 1

(18) | MG SRR -0.050 ** 0.046 " -0, 114 |

(19) | 41 FiARS -0.035 -0.061 ** -0.009 -0.429 1

(20) | MAZHBR 0.020 -0.081 0.016 -0.103 = 0.041 1

(21) | FrfeshiX—3tk ~0.004 0.039 0.102 0.435 == -0.569 -0.052 1

(2) | BrEfil -5t -0.010 0.029 01007 | 0,314 -0.331 " 0.006 0.353 = |

(3) | % 0.017 -0.366 0.257 = -0.067 ** 0.056 ** 0.057 ** -0.073 -0.03 |
F: T U AFRIRTE 1% 5% (10% (KT I

GORPR IR AR B

2. [l 445

Shy it v [l AR (4 ] SE PR RO R, AR SO0
— IR PEAT TR K g, 1 %6, #E1T Lagrange
multiplier ( LM) & 56 Fll Hausman A6 56 , X T8 4 56 /L
RO A RIFNR A OLS #5E4Y | A K T A Bt AL 50 by A 1Y
BT SO0 R 2 TRl AT . R, il Wald
577 22K 50 Al Wooldridge 656, B ik A% 2 1 75 477
250 S 5 25 1) RN H AH G In) i, 45 R e R, A
T[] I 777 2 1 S 7 22 [R) LA 1) A G [ 2,
R EF 4% A m i P FGLS [8] 19 ( Cross-sectional
time-series FGLS regression ) f& /5 3¢ {6 IF ¥ 56 H1 1) 57
7 25 [ BB FE S A G R R AHIF S 12 JFH A I 1)

FGLS [IHMEER, 2k 4 P Hodr 08 2 946
B BEA  , B A ol AR B P R A B R S AR
P SC 53 Aol 1445 32 AR B BUAS 52 TEAH OG, 45 2R 52
fr Ui Hy o B3 AR IR 25 R R, Bl
5 AR PRl 55 5% % B MR 5% Aol 197 B A R
ARG, SR T RS Hy o B 4 A9 0 4551
R, ARV S R A B RS R
(B AT AT N B U491 55 BB Al AR B AR 52 A
I, SCRF TRBE Hy o XA A 25 2R WoR , s
ATl A 5 A B s L ¥ D A T A Aol DA K
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Business Group Governance and Managerial Agency Problem .
Empirical Evidence from Listed Group-affiliated SOEs
QIAN Ting', WU Chang-qi’
(1. School of Economic and Management, Beijing University of Technology, Beijing, 100124 ,China;
2. Guanghua School of Management, Peking University, Beijing, 100871, China)

Abstract ;: The severe agency problem between the stakeholders and the managers in SOEs is always regarded
as one source of their low performance. To overcome such severe agency problem is a major challenge to realize the
objectives of deepening SOE’s reform in China.

Past literature has inferred that business group affiliation works as an effective governance to reduce managerial
agency cost. For independent SOEs, the internal governance mechanism and external governance environment are
two mechanisms in mitigating the managerial agency problem. For group-affiliated SOEs, the governance at the busi-
ness group level is another available choice. However ,the mechanism through which the state-owned business groups
take the group governance advantage to improve the effect on SOEs’ managerial agency problem is still not clear.

This research decomposes the mechanism of SOEs’ group affiliation as a governance mode in reducing agency
problem into two steps. First step is to reform SOEs into state-owned business groups or as state-owned business
group-affiliated firms. Second step is to strengthen the governance advantage in the business group
level. Furthermore , it classifies the business-group-level governance into three sub-levels,that is,organization level ,
business level and personnel level.

Based on the above framework, this study investigates the effect of state-owned business group’s governance
policies empirically. By using a sample of listed state-owned group-affiliated’ firms, the paper draws the following
three conclusions for state-owned business groups and their affiliates.

Firstly ,the number of managerial levels between business groups and group-affiliated SOEs is positively related
with managerial agency cost. Increasing the number of managerial levels increases information asymmetry between
business group and group-affiliated firms, hence ,adding the difficulty for a business group to monitor its affiliates.

Secondly , the business relatedness between business groups and group-affiliated SOEs is negatively related with
managerial agency cost. With closer business relatedness, more information as well as more knowledge about the
business could be shared between a business group and its affiliates. Thus, increasing the business relatedness could
reduce the information asymmetry as well as the knowledge asymmetry between business groups and their affiliates.

Thirdly, the ratio of personnel interlocks with business background is negatively related with managerial agency
cost. When business groups own enough information without the contingent knowledge, it is still difficult for the
state-owned business groups to monitor their affiliates. Because they don’t know what’s the real business situation in-
ferred by the information. Therefore it is not all the personnel interlocks is helpful to reduce the managerial agency
problem ,but only the personnel interlocks with business knowledge background is helpful to reduce the managerial
agency problem.

Hence,we can infer that decreasing the managerial levels,improving the business relatedness between business
groups and group-affiliated SOEs, and increasing the ratio of personnel interlocks with business background, is help-
ful for state-owned business group to weaken affiliated SOEs’ managerial agency problem.

These results carry important implications. First of all, currently, more and more SOEs are restructured as the
state-owned business groups or state-owned group-affiliated firms. However, the empirical evidence shows only a
well-designed group-level’s governance structure with appropriate levels can enhance the advantage of business
group in controlling managerial agency problem. Secondly,the key to improve the governance effect on SOE’s man-
agerial agency problem is to reduce the information asymmetry as well as the knowledge asymmetry. This research
emphasizes the knowledge’s power in realizing the effect of governance mode as China SOEs’ agency problem is
closely related to knowledge asymmetry. Thirdly,for the state-owned business groups, the related business is helpful
to reduce the managerial agency cost. So the findings reported here will contribute to the research on corporate gov-
ernance , business group as well as SOEs in the emerging economies.

Key Words: business group governance; state-owned enterprise; agency cost
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