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Vertical Interlocks of Executives and Enterprises’ Investment Efficiency:

Research on “Supervision Effect” and “Less Tunneling Effect”

HAN Jinhong, YU Zhen
(School of Accounting, Xinjiang University Of Finance and Economics, Wulumugi 830012, China)

Abstract: This paper studies the impact of vertical interlocks of executives on the investment efficiency in China’ s listed
companies. The results show that: vertical interlocks of executives can significantly improve the enterprises’ investment
efficiency. When subdividing different types of concurrent duty category, compared to the vertical interlocks of the executive,
the vertical interlocks of the chairman has a stronger influence on the investment efficiency. When further researching action its
mechanism, we found that vertical interlocks of executives exert the “supervision effect” and “less tunneling effect” at the same
time. Specifically, vertical interlocks of executives play a “supervisory effect” by reducing managerial agency costs, and play a
“less tunneling effect” by reducing the outflow of benefits of affiliated transactions. This paper expands the corporate governance
effect of vertical interlocks of executives, which is a beneficial supplement to economic consequences of vertical interlocks of the
executive.

Key Words: vertical interlocks of executives; concurrent duty category; agency problem; mediating effect; enterprises’

investment efficiency ; enterprise related transaction; corporate governance

e T4 -



