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The Influence of the Director Network Centrality on Large Shareholders Tunneling:
Restrain or Intensify?

ZUO Xuelian' HAO Yunhong® WANG Shuxian’
(1. Zheshang Research Center Zhejiang Gongshang University
Hangzhou 310018  China; 2. School of Business Administration Zhejiang Gongshang University Hangzhou 310018
China; 3. Hangzhou College of Commerce Zhejiang Gongshang University Hangzhou 310018  China)

Abstract: This paper empirically analyzes the relationship between the director network and tunneling from the perspec—
tive of social network and in light of the moderating effect of property rights. The results of the research indicate that the direc—
tor network centrality is significantly U-type related to the tunneling level which reveals the “double-edged sword” function of
the director network in the governance of tunneling of major shareholders. When the samples are further divided into state—
owned and private-owned enterprises for grouping regression it is found that the U-type relationship is more significant in pri—
vate-owned enterprises. In addition the study also finds that the director network centrality of listed companies is generally of
a high level and there exists the phenomenon of “excessive chain” . The study provides new empirical evidence and practical
reference for enterprises and regulatory authorities to regulate the behavior of director interlocking restrain the tunneling of
large shareholders and enhance investors protection.
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