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Stochastic Frontier Analysis on Board Incentives and Firm Efficiency

Ran Maosheng, Zhou Zhifan
(Schoodl of E conomics and Business Administration, Chongqing University, Chon gqing 400044, Chin a)

Abstract: By employing data during 2004 ) 2008 in Chinese textile and apparel industry, this study divides incentive into two aspects: internal

incentive( ex plicit and implicit) and external incentive( product market pressures and capital market pressure), then make an empirical study on

the nexus between board incentives and firm efficiency based on stochastic fr ontier model T he results demonstrate that salary incentive is better

than equity incentive in explicit incentive; turnovering of the Chairman have a significant positive impact on efficiency , while the post of chair2

man and general manager of the twQ®one pairs have a negative impact in implicit incentivel Pressure in product markets is more binding on the

company$ board of directors than the acquisition of risk in capital market in external incentive.
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