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Table 2 Summary statistics

AR A HH FRifEE &®/ME H % N
INV 20 659 0.061 0.074 -0.086 0.039 0.467
INV_under 13 022 0.030 0.036 -0.086 0.023 0.266
INV_over 7 637 0.113 0.091 -0.021 0.090 0.467
Mc 20 659 4.355 3.330 1.000 2.667 10. 000
PeerINV 20 659 0.066 0.029 0.004 0.061 0.162
PeerTobin) 20 659 2.662 1.571 1.069 2.213 13.722
PeerCFO 20 659 0.055 0.037 -0.057 0.053 0.209
PeerROA 20 659 0.035 0.025 -0.067 0.036 0.114
PeerLEV 20 659 0.490 0.139 0.252 0.472 1.439
PeerSIZE 20 659 21.843 0.684 20.703 21.674 23.984
LagINV 20 659 0.065 0.076 -0.080 0.043 0.461
TobinQ 20 659 2.473 1.851 0.856 1.892 14. 440
CFO 20 659 0.054 0.094 -0.338 0.052 0.409
ROA 20 659 0.036 0.064 -0.303 0.034 0.243
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Table 3 Executive network location and peer effects in firm’s investment decisions
Panel A ARIFI AR ALK T
. HRFEA WA R FREA I BT REA it BE R REA
A2
(1) (2) (3) (4)
0.041 0.016 0.090 ** 0.151 """
PeerINV
(1.636) (1.314) (2.015) (2.809)
0.001 **
McC
(2.125)
-0.015*"
PeerINV x MC
(-2.048)
. 0.141 *** -0.029 0.257 """ 0.263 ***
I
(2.971) (-1.260) (3.066) (3.138)
cv il i il P
Ind/ Year i i il i
RS R 0.362 0.616 0.521 0.521
BURIIESS 20 659 13 022 7 637 7 637
Panel B #f—25 3 2H K5
El E2 E3 E4 E5
24k
(1) (2) (3) (4) (5)
-0.021 -0.003 -0.000 0.014 0.181 "
PeerINV
(-0.742) (-0.459) (-0.013) (1.357) (2.163)
e -0.001 ** -0.000 1 *** -0.000 1" —-0.000 0.002 **
(-2.014) (-3.834) (-3.085) (-0.688) (2.388)
0.006 0.002 ** 0.001 -0.002 -0.030""
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(1.350) (2.066) (0.570) (-1.437) (-2.494)
-0.097 ** -0.005 -0.006 0.007 0.401 """
I
(-2.097) (—0.466) (-0.525) (0.467) (2.947)
cv 1 i £l il il
Ind/Year £y i £l il il
LR R 0. 660 0.963 0.969 0.958 0.424
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Table 4 Robust test results
T AL 51X 35, e [ 7 5 - VIERER7S
e — e . " AR B
AR Y E e X Ak gzl Ay
(D) (2) (3) (4) (5) (6)
0. 159 *** 0. 165 *** 0. 182 *** 0.308 * 0. 154 *** 0. 153 ***
PeerINV
(3.275) (3.066) (3.180) (4.280) (2.877) (2.823)
e 0.001 * 0. 001 ** 0. 001 ** 0. 002 *** 0.001 ** 0. 001 **
(1.935) (2.377) (2.407) (2.874) (2.266) (2.353)
-0.014** -0.016 ** -0.022** -0.026** -0.016 ** -0.018 **
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(-1.963) (-2.176) (-2.566) (-2.428) (-2.171) (-2.368)
‘ 0. 199 ** 0.192** 0.260 *** 0.564 *** 0.263 *** 0.277 ***
L ER
(2.573) (2.364) (3.110) (5.030) (3.142) (3.273)
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Table 5 Test results of information function of executive networks
" U i v 1 EPU & EPU
i
(1) (2) (3) (4)
0.214 " 0.119 0.132* 0. 105
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(2.544) (1.531) (1.811) (1.124)
0.001 0.001 0.002 """ -0.000
mc
(1.612) (1.498) (2.619) (-0.132)
-0.022 " -0.011 -0.021"" -0.003
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FFE
(0.899) (3.236) (-0.145) (3.914)
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TR R 0.549 0.488 0.532 0. 494
PURIIE 4083 3544 4 824 2813
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Table 6 Test results of governance function of executive networks

. & CG 1i% G & sup 1% SUP & INC 1% INC
Ap
(1) (2) (3) (4) (5) (6)
0. 106 0.191** 0.163 " 0.116 0.012 0.270 ***
PeerINV
(1.336) (2.272) (1.898) (1.486) (0.145) (3.144)
e -0.001 0.002 *** 0.001 0.001 -0.000 0.002 ***
(-0.863) | (3.060) (1.513) (1.152) | ( -0.129) (2.832)
0.002 —-0.028 ** -0.016 -0.012 0.003 -0.025""
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(0.219) | (=2.546) | (-1.394) | (=1.195) | (0.279) (-2.392)
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I ERST
(1.314) (1.520) (2.366) (0.636) (1.720) (1.865)
cv 4l il il ikl il il
Ind/ Year il il il il il il
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Hear all parties: Executive social networks and peer effects in firm’ s invest-

ment decisions
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Abstract: Using social networks analysis method, this paper examines the impact of executives’ location in
the social networks on the peer effects in firm’ s investment decisions with a sample of A-share listed compa-
nies. Robust evidence is found which shows that firm’ s investment decisions exhibit peer effects in the over-
investment subsample. Executives network centrality has a negative influence on peer effects in firm’ s invest-
ment decisions. The better the executives are connected, the less the firm’ s investment decisions are affected
by its peers. In terms of the influence mechanism, firms obtain more information from the outside through the
information transmission channels of executive networks, thereby reducing their dependence on peers when
making investment decisions. Meanwhile, the social capital embedded in the executive networks can play a
governance role as an incentive mechanism, hence ensuring that the firms make investment decisions inde-
pendently. Finally, based on the heterogeneity of executives, the following results are found: The older and
long-serving executives play a dominant role in social networks; the chairmen and general managers play a lim-
ited role; executives with higher education level and optimistic mood are better at using social networks to im-
prove investment decisions. This paper contributes to enriching the academic literature on the formation mech-
anism of peer effects and providing new evidence for the economic consequences of social networks.

Key words: executive network location; firm’ s investment decisions; peer effect; information function; gov-

ernance function



