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o 0.060" 0.060"
EC_Bhierarchy (0.036) (0.027)
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The Board Network Location and Its Spillover Effect.
Are Compensation Paid for Relations?

CAO Ting-qius, WANG Ying, ZHANG Lei

(School of Economics, Shandong University . Jinan 250100, China)

Abstract: The board is a set of relations. Board networks implying so-
cial capital inevitably affect individual behavior and corporate performance. It
shows that, in terms of corporate performance, the board structural hole
position has a significantly positive effect on the future performance and the
corporate structural hole position has a significantly positive effect on the
present performance; in terms of compensation incentives, board networks
are positively associated with compensation incentives, but only the effect of
structural hole position is significant. After the decomposition of board com-
pensation, it indicates that only the board-structural-hole-position-related
compensation has a significantly positive effect on the future performance.
Based on the results, it concludes that the construction of board networks
aims at personal benefits instead of organizational gains; the positive effect
of board networks on corporate performance is the spillover effect or incen-
tive after-effect after the achievement of personal objectives of directors.
Therefore, the increase in the compensation of directors with more relations
leads to the significant rise in the future performance, namely the spillover
effect of board networks.

Key words: board network; corporate network; network-related com-
pensation; spillover effect

(wiEHmE & D

.« 25 .



