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Will the chairman-CEQO surname relationship inhibit
enterprises’ cost stickiness?

Based on empirical evidence from state-owned enterprises
DU Xingqgiang YIN Jingwei
( School of Management Xiamen University Xiamen 361005 China)
Abstract: Surname relationship belongs to the analytical category of informal institution arrangement. Two persons with
the same surname tend to generate natural sense of friendliness and personal identification. Due to the existence of surname

bond they are more likely to attract each other in interpersonal communication and establish relationshipship-type social

capital through frequent contacts a reciprocal norm. Such a reciprocal norm on the one hand enhances CEO’ s
commitment to the chairman which can restrain CEO’ s opportunistic behavior of creating a business empire and contribute to
lowering enterprises’ cost stickiness; on the other hand it may also prompt the chairman to conspire with CEO leading to
the increase of enterprises’ cost stickiness. Based on the data of state-owned A share listed companies in the stock markets of
Shanghai and Shenzhen from 2001 to 2014 this paper explores this topic. The results show that the enterprise whose chairman
and CEO have the same surname has lower cost stickiness and the inhibiting effect of surname relationship between chairman
and CEO on cost stickiness is more prominent when the shareholding ratio of the largest shareholder is low. In other words
informal institution arrangement and formal institution arrangement can replace each other in terms of inhibiting cost
stickiness. This paper not merely expands the research scope of factors influencing cost stickiness but also facilitates the
cognition for economic consequences brought by surname relationship in the theoretical cycle.

Key words: informal institution; surname relationship; social capital; agent problem; cost stickiness, state—

owned enterprise
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