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Abstract: Based on the unique cultural environment in China and from the unique perspective of the CFO (Chief 

Financial Officer) in corporate senior management, we systematically examine and analyze the impact of CFO 

status on corporate liquidity decisions. Using the data of A-share listed companies in the Shanghai Stock 

Exchange and Shenzhen Stock Exchange from 2014 to 2019 and empirical analysis, we find that the CFO status 

is a key to corporate governance, especially liquidity decisions. Our results show that CFO status influences the 

cash holding level while positively influencing the financial leverage. Our study helps improve corporate 

governance structure and the decision-making process. 

Keywords: Liquidity decisions, Corporate governance, Cash holding, Financial leverage 

1.INTRODUCTION  

CFO is a crucial role in the senior management team of modern enterprises. CFO's most essential function is financial 

management, which is extended for CFOs to shoulder strategic decision-making, supervision, and other responsibilities. 

In a company's financial decision, liquidity is crucial to company operation. Making correct liquidity decisions can 

avoid various adverse effects brought by liquidity risks and ensure the further development of enterprises. During the 

operation process of the company, liquidity decisions are usually directly related to the CFO (Aier et al., 2005; Ge et 

al.,2011; Wang et al., 2012), so it is of great significance to study the behavioral characteristics of CFO to make correct 

financial decisions. At present, the research on the influence of CFO on corporate decision-making is mainly based on 

the Upper Echelons Theory (Hambrick&Manson,1984), mainly from the perspective of CFO's characteristics, such as 

personalities (Herrmann & Nadkarni, 2014), gender (Fu & Zhang, 2019; Luo et al., 2020; Xu et al., 2019）, the 

overconfidence of CFO (Hsieha et al.,2018) and so on.  

However, CFOs often receive many restrictions in the decision-making process, which relates to their status in the 

company, which is a recessive factor. Generally, CFOs ranking higher among top executives tend to be more involved 

in decision-making and less subject to intervention. China has an attractive setting for studying the relationship 

between CFOs' status and decision-making power. Since Confucianism influences traditional Chinese culture, the idea 

of being superior and inferior has been deeply rooted in people's minds. It can be assumed that under the unique cultural 

environment of China, the ranking of official documents represents the status of the CFO, and the higher the ranking, 
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the higher the status of the CFO. We take liquidity decisions into research the relationship between CFO status and 

corporate decision-making as a starting point, and the whole study would have a high theoretical value. 

 2. LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT 

2.1 Related Literature 

In the ever-changing economic environment, CFO has more and more influence on a company's operation, financial, 

and strategic decisions (Aier et al., 2005; Chava and Purnanandam, 2010; Ge et al., 2011). As far as now, the study is 

mainly related to three strands of literature. 

The first strand of literature is that much research concerns how CFO's characteristics affect the company, which has 

implications for our study. According to Upper Echelons Theory (Hambrick&Manson,1984), the characteristics of 

managers influence their strategic choices and then influence the behavior of enterprises. Many scholars have been 

studying the influence of CFOs' genders on the company and thus holding the idea that female CFOs are more capable 

of reversing risks and preventing corporate fraud (Adams and Ferreira, 2009; Gul et al., 2011; Liao et al.,2019; Luo et 

al.,2019). CFO's background is another important factor in corporate behavior (Brochet& Welch, 2011; Nguyen et al., 

2018; Valentine and Rittenburg, 2004). Dauth and Schmid (2017) provide evidence suggesting that the CFO's high 

internationalization does help improve a firm's accounting quality. Fu & Zhang (2019) examine the effects of a CFO's 

cultural background on stock price crash risk and find that firms with CFOs with a stronger uncertainty avoidance 

index experience lower future stock price crash risk. This line of literature provides strong evidence suggesting that 

CFOs remarkably influence firms' accounting operations.  

The second strand of literature is about corporate liquidity. Francis et al. (1996) find that firm age is positively 

correlated with liquidity, while the firm size is negatively correlated with liquidity. The internal environment of the 

corporate can also affect the liquidity, as Bobillo et al. (2009) provide evidence suggesting that cash flow has a greater 

impact on the investment decisions of those companies that are more likely to face financial constraints. Moreover, 

investors' personal preference also plays an essential role in the liquidity of a corporate. Albulescu et al. (2018) find 

that the cash ratio positively affects investments, while leverage has a limited impact. Agliardi et al. (2016) propose 

that when the ambiguity aversion tendency of investors is large enough, cash holdings will remain for a longer time. 

Taken as a whole, this strand of the literature suggests that the liquidity of enterprises is related to all aspects of 

enterprises. 

The third strand of literature relates to Chinese culture. As well as the influence of traditional culture and Confucianism, 

Chinese scholars have begun to focus on how the CFO's position among corporate executives affects the company. 

The entire management team would confer a special status on the managers. The difference in this special status can 

determine the power of managers to intervene in the company's affairs and their influence on the company's decision-

making (Carpenter &Fredrickson,2001; Cho & Hambrick,2006; Hackbarth,2008). Chen and Liu (2016) propose that 

the ranking of the names of senior management teams in the annual reports of listed companies in China is closely 

related to the power of senior executives. CFOs with a higher ranking in the annual report is in a higher position in the 

company and have greater power. Chen and Yin (2018) find that the higher the CFOs' status, the greater the impact of 

their experience on the comparability of accounting information. Jiang et al. (2018) provide evidence that CFOs' status 

can significantly negatively affect the risk of stock price collapse. If CFO status declines, the risk of stock price collapse 

will increase. Overall, though there is not much literature about CFO status, the existing studies show that CFO status 

directly impacts a company's liquidity decision. 

However, most studies only consider the impact on the company from a single explicit perspective, so they may not 

comprehensively summarize the relationship between CFO status and corporate governance. CFO status is a non-

financial implicit factor, and there is not much literature on the influence of CFO status on corporate governance. On 

the other hand, the existing literature on liquidity decisions is mainly about the concept of liquidity itself, liquidity risk, 

or some factors affecting liquidity, not liquidity decision itself. In this paper, we directly study the relationship between 
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CFO status and liquidity decisions and present their relevance.  

2.2 Hypothesis development 

Liquidity decision-making is dynamic progress and mainly focuses on liquidity, solvency, and a series of indicators 

for decision management. Since the two most representative aspects of liquidity decision are the level of cash holding 

and financial leverage, we choose these two aspects as the indicators to consider liquidity decision. 

Hypothesis 1. CFOs in higher positions tend to have less cash holding. 

According to Upper Echelons Theory (Hambrick&Manson,1984), the characteristics of managers influence their 

strategic choices, so it can be assumed that CFO's reputation is closely related to their career and influence the 

company's strategic decision to a certain extent. Therefore, many scholars have put forward their views and agree that 

CFOs make more prudent and rational decisions regarding issues that affect their professional reputations. Jian and 

Lee (2011) find that the career development of the CFO will be negatively affected if the managers hold more cash for 

their interests and the CFO concurs with the scandal. The CFO in a higher position will pay more attention to their 

personal and professional reputation to increase positive influence and reduce risks. Aboody and Lev (2000) propose 

that the executive team balance current investments and future incomes. Due to the information asymmetry between 

the shareholders and the management in terms of investment, the management can conveniently arrange the investment 

in R&D according to its interests. Florackis and Sainani (2018) provide empirical evidence suggesting that firms with 

strong CFOs are well-positioned to hold less cash due to their relatively weak precautionary motive and superior ability 

to raise external financing during periods of financial stress. The cash holding level is an important factor affecting the 

enterprise's investment cash flow. When the cash holding ratio of the enterprise is too high, it means that the current 

assets of the enterprise have not been reasonably used, and the operating efficiency is relatively low. The cash assets 

do not make good profits. If the amount of such assets is too high, it is very likely to increase the opportunity cost of 

enterprises. We propose our first hypothesis to ensure that the company's cash holdings are controlled within a 

reasonable range and that the CFO's reputation is protected. 

Hypothesis 2. CFOs in higher positions tend to have a higher leverage ratio. 

In current studies, scholars tend to think managers adopt more aggressive debt measures when overconfident. Ben-

David et al. (2008) prove that managers preferred short-term liabilities due to overconfidence. Hackbarth (2008) finds 

that the increase in the debt ratio is closely related to managers with the characteristics of overconfidence. A high debt 

ratio shortens the debt maturity structure. He et al. (2018) find that over-investment may occur if the company's 

management is overconfident. Overconfident managers will believe excessively in the company's profitability, ignore 

operational risks, and believe that the possibility of a financial crisis is slight, so the company is in high debt level. 

The capital structure is also greatly affected by managers' decisions. We believe that CFO with a lower position will 

not appear overconfident and will take more conservative debt measures. Therefore, the debt-to-equity ratio will be 

reduced to protect the equity of shareholders of the company. Then we come up with our second hypothesis. 

3. EMPIRICAL DESIGN 

3.1 Sample 

The research samples selected in this paper are mainly A-share listed companies in Shanghai Stock Exchange and 

Shenzhen Stock Exchange from 2014 to 2019. The research data are mainly from CSMAR, The China Securities 

Regulatory Commission (CSRC) Enforcement Actions. The research database of CSMAR collects and compiles 

records of all the firms subject to enforcement actions by the CSRC and other regulatory authorities (most notably the 

Shanghai Stock Exchange and the Shenzhen Stock Exchange). Eastmoney.com and Straight flush Database (IFIND), 

two securities networks collecting accounting information and annual reports of listed companies, are also our data 

sources. The superior company's balance sheet, cash flow, and income statement are from the CSMAR database. The 

CFO ranking data are all from the annual reports of listed companies and are obtained through manual sorting.  

To ensure the accuracy of data samples and reduce the impact of data anomalies, overall, we conduct screening 



 

14 

 

according to the following criteria: 

TABLE 1 SCREENING CRITERIA 

Number Screening criteria Reason 

1 Only A-share listed companies are selected 
To have the same comparability 

among companies 

2 Listed companies such as ST and ST* are excluded 
To ensure data consistency and 

comparability 

3 
Excluding financial (2012 CSRC industry standard) 

companies, including insurance companies. 

To ensure that their financial 

data have no impact on the 

overall sample 

4 
Eliminate public companies missing CFO 

information 
To ensure data integrity  

 
3.2 Measurement of liquidity decisions 

We choose the two most representative aspects of liquidity decision, cash holding level and financial leverage, to 

indicate its changes. 

3.2.1 Cash Ratio 

The existing literature uses many indicators to measure the level of cash holdings. Based on Boubakri et al. (2013) and 

Demir and Ersan (2017), the cash holding level is defined as the ratio of cash and cash equivalents to the total assets. 

However, the cash ratio does not consider sales expenses, inventory, receivables, or other factors but only considers 

the items with the most liquid liabilities. Therefore, this index is the most conservative among all indicators, and it can 

more directly reflect the ability of an enterprise to pay current liabilities. 

We use the following equation to calculate Cash Ratio: 

𝐶𝑎𝑠ℎ 𝑅𝑎𝑡𝑖𝑜 =
𝐶𝑢𝑟𝑟𝑒𝑛𝑐𝑦+𝑆𝑒𝑐𝑢𝑟𝑖𝑡𝑖𝑒𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
× 100%                                                                                                    (1) 

 

3.2.2 Capitalization Ratio 

The capitalization ratio is the capital structure of the balance sheet and shows the extent to which financial leverage is 

utilized. There are many indicators to measure financial leverage (Robert,2012; Bicu-Lieb et al., 2019; Schoenmaker 

and Wierts,2015). In our research, the capitalization ratio is chosen because it can reflect the company's capital 

structure and long-term solvency and the degree of protection of the owner's equity and shareholders' rights and 

interests from another company's perspective. 

We use the following equation to calculate the capitalization ratio: 

𝐶𝑎𝑝𝑖𝑡𝑎𝑙𝑖𝑧𝑎𝑡𝑖𝑜𝑛 𝑅𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

𝑆ℎ𝑎𝑟𝑒ℎ𝑜𝑙𝑑𝑒𝑟𝑠′ 𝐸𝑞𝑢𝑖𝑡𝑦
× 100%                                                                                                   (2) 

 

3.3 Measurement of CFO Status 

3.3.1 Top Management Team Size 

Top management team size is determined by the total number of senior management teams disclosed in the annual 

report of listed companies, which is one of the characteristic variables to determine the CFO ranking. 

3.3.2 Ranking 

The ranking is determined according to the ranking of the CFO in the senior management team disclosed in the listed 

company's annual report. 
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3.3.3 Status 

Status Combines the CFO ranking with the size of the top management team to quantify the CFO's position in the 

company. The CFO status variables selected in our research are calculated by referring to the concept proposed by 

Dequan Jiang (2018). The calculation of CFO status is as follows: 

 CFO Status = 1-
Ranking

Top management team size
                                                                                                (3) 

 

The closer its value is to 0, the lower the CFO's position in the company and the closer its value is to 1, the higher the 

CFO's position. 

3.3.4 Salary 

This variable can also reflect the CFO's status in the company. Therefore, in the robustness analysis, we analyze the 

ranking of CFO's compensation in the entire senior management team as a replacement variable to test whether our 

results are stable. 

3.4 Control variables 

Following prior research on cash holding level and financial leverage（Caglio et al.,2018; Doan & Iskandar-Datta, 

2019; Jensen et al., 2010; Sherman et al., 1998）, we include the following control variables in regression models. 

Assets are important, so Firm size (Size) is computed in our study as the natural logarithm of total assets. Firm 

profitability is represented by ROA(ROA), measured as the return on total assets. We consider assets structure 

(Structure) as the control variable to estimate the ratio of fixed assets which suggests a firm's cash ability. Also, we 

use the asset-liability ratio (DABR), which reflects how much of the total assets are financed through loans/financing 

and is another measure of a company's ability to protect its creditors. The greater the ability of the firm to generate 

cash flows, the lower the precautionary demand for cash for such firms (Kim et al., 1998), so we consider free cash 

flow (CFR). Moreover, we need to consider block holders, which influence corporate governance to a certain extent. 

3.5 Research Design 

We use the following models to test our hypotheses: 

Cash Ratioi,t  = α0 + α1Statusi,t-1 + α2Sizei,t-1 + α3Cfri,t-1 + α4Structurei,t-1 + α5ROAi,t-1 + α6DABRi,t-1 +

α7BloHi,t-1 + ε1                                                                                                                           (4） 

𝐶𝑎𝑝𝑖𝑡𝑎𝑙𝑖𝑧𝑎𝑡𝑖𝑜𝑛 𝑅𝑎𝑡𝑖𝑜𝑖,𝑡  = 𝛽0 + 𝛽1𝑆𝑡𝑎𝑡𝑢𝑠𝑖,𝑡−1 + 𝛽2𝑆𝑖𝑧𝑒𝑖,𝑡−1 + 𝛽3𝐶𝑓𝑟𝑖,𝑡−1 + 𝛽4𝑆𝑡𝑟𝑢𝑐𝑡𝑢𝑟𝑒𝑖,𝑡−1 +

𝛽5𝑅𝑂𝐴𝑖,𝑡−1 + 𝛽6𝐷𝐴𝐵𝑅𝑖,𝑡−1 + 𝛽7𝐵𝑙𝑜𝐻𝑖,𝑡−1 + 𝜀2                                                                                                    (5） 

 

In the equation, constant terms are 𝛼0 and 𝛽0;  𝑒𝑥𝑝𝑙𝑎𝑛𝑎𝑡𝑜𝑟𝑦 variables are CFO Status, control variables are asset-

liability Ratio (DABR), company Size (SIZE), operating performance (ROA), free Cash flow (CFR), Block Holder of 

the largest shareholder (Block holder), and asset structure (Structure). CFO characteristic variables include CFO 

Ranking and TMT Size. α1-7，β1-7 represent the model regression coefficient, ε represents the random error, I, t 

represents the t year of the i th variable. All the variables are defined in the previous section and summarized in Table 

A1. 

4. EMPIRICAL RESULTS 

4.1 Descriptive statistics 

To verify the hypotheses, we conducted a descriptive statistical analysis of all variables involved in the model, as 

shown in Table 2. The maximum value, the minimum value, and the average value of the Cash Ratio are 150.2, 0, and 

1.055. It is found that most companies have guaranteed good Cash flow. The maximum value of the Capitalization 

Ratio is 120.0730, the minimum value is -8.5032, and the average value is 0.27. Liabilities only occupy a small part 

of the owner's equity. The fluctuation range is large, indicating that the selected samples are comprehensive and the 
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selected data are relatively representative. We adopt the CFO Status calculation formula proposed by Dequan Jiang 

(2015). The minimum value of the variable CFO Status is 0, and the maximum value is 0.94, while the average value 

of this variable is 0.31, indicating that the Status of CFO is generally low in the selected samples. 

TABLE 2 DESCRIPTIVE STATISTICS 

Symbols Obs Mean Std. Dev. Min Max 

Cash Ratio 69185 1.0555 2.4707 0.0000 150.1572 

Capitalization 

Ratio 
69185 0.2730 12.8069 -8.5032 120.0730 

Status 69185 0.3058 0.3264 0.0000 0.9444 

DABR 69185 0.4104 0.2149 0.0044 5.6089 

Size 69185 22.1447 1.3356 14.1126 28.6247 

ROA 69185 0.1917 1.4133 -9.0833 89.1402 

Cfr 69185 0.0206 0.0691 -1.2748 0.8759 

BlockHolder 69185 34.4017 20.6146 0.0000 93.5904 

Structure 69185 0.2058 0.1598 0.0000 0.9480 

TMT Size 69185 15.8775 3.5123 0.0000 41.0000 

Ranking 69185 3.6746 5.4123 0.0000 41.0000 

 

 
4.2 Correlation analysis 

After descriptive statistical analysis, Pearson correlation analysis was conducted for each variable in this study, and 

the results are shown in Table 3. According to Pearson correlation analysis, the cash ratio is negatively related to the 

capitalization ratio. There is a significant negative correlation between CFO Status and cash ratio and a significant 

positive correlation between CFO Status and capitalization ratio. However, the relationship between CFO status, cash 

ratio, and capitalization ratio still need to be analyzed through regression. 

TABLE 3 PEARSON CORRELATION ANALYSIS 

 
Cash Ratio 

Capitalizat

ion Ratio 
Status Size Cfr Structure DABR ROA 

Block 

Holder 

Cash Ratio 1.0000         

Capitalizati

on Ratio 

-0.0057*** 1.0000         

Status -0.0012**  0.0013**    1.0000       

Size -0.1716***    O.0165***     -0.0315*** 1.0000       

Cfr -0.0350*** 0.0026* 0.0046 0.0319*** 1.0000     

Structure -0.1258*** 0.0225*** 0.1100 0.0931*** 0.2397*** 1.0000    

DABR 
-0.3468*** 0.0350***     -0.0183***  0.5012*** -0.1055*** 0.0702*** 1.0000    

ROA -0.0203 0.0013*     -0.0287***  0.3108*** 0.0837*** 0.0365*** 0.0564***  1.0000   

Block 

Holder 

-0.0478* -0.0217*    -0.0505* -0.0229 0.0117 -0.0251 -0.0423 0.0301 1.0000  

* p < 0.1, ** p < 0.05, *** p < 0.01 

 

4.3 Main findings 

The logistic regression model estimates used to test Hypothesis 1 are reported in Table 4, and the year and industry 

are fixed in the regression model. CFO status has a negative correlation with the cash ratio. The coefficient on status 

is -0.1480 with a t-statistic of -2.1, significant at the 5% level. At the same time, we also analyze the relationship 
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between each control variable and the cash ratio, and we find that the control variables are primarily consistent with 

the literature. Most control variables affect the cash ratio significantly negatively, including the size of the company 

(Size), free cash flow (CFR), the ratio of fixed assets (Structure), and the asset-liability ratio (DABR). The larger 

companies will reduce the cash ratio to ensure the reasonable use of current assets and reduce the company's 

opportunity cost. Also, a high asset-liability ratio indicates that the company has more long-term liabilities, reducing 

assets' liquidity. In general, companies with more assets tend to control their cash holding levels properly, and the 

more shareholders intervene, the more difficult the liquidity decision is to be realized reasonably. 

Table 5 shows the regression analysis results to test hypothesis 2. The regression coefficient on capitalization ratio is 

0.541 with a t-statistic of 3.4, indicating that CFO status and capitalization ratio have a significant positive correlation. 

There is a positive correlation between company size (Size) and capitalization ratio. Large companies could conduct 

long-term debt financing so that the company can develop steadily. The free cash flow (CFR) is the same as the change 

in the capitalization ratio, indicating that the cash flow required by operating activities will positively affect the 

company's guaranteed degree of capital and liabilities. The higher the ratio of fixed assets and the asset-liability ratio 

is, the more fixed assets and long-term liabilities are, and the guarantee of capital liability will be reduced. The profit 

of an enterprise's total assets is higher than the cost of long-term debt, and the increase of long-term debt can make the 

enterprise gain financial leverage. 

 

TABLE 4 REGRESSION RESULT OF CASH RATIO 

Variables Coefficient T  P>t 

cons 3.4945*** 10.02 0.000 

Status -0.1480** -2.10 0.036 

Size -0.0369** -2.35 0.019 

Cfr -0.9907*** -3.22 0.001 

Structure -1.1941*** -8.67 0.000 

DABR -2.7091*** -26.15 0.000 

ROA -0.1649 -1.53 0.013 

BloH -0.0051*** -4.57 0.000 

Year Control 

Industry Control 

Adj R2 0.1908 

F 117.16* 

N 69185 

* p < 0.1, ** p < 0.05, *** p < 0.01 

TABLE 5 REGRESSION RESULT OF CAPITALIZATION RATIO 

Variables Coefficient T  P>t 

cons -3.0318*** -18.58 0.000 

Status 0.541*** 3.40 0.010 

Size 0.1303*** 17.70 0.000 

Cfr 0.4465*** 3.10 0.002 

Structure 0.2766*** 4.29 0.000 

DABR 0.5567*** 11.48 0.000 

ROA 0.0364*** 3.72 0.047 

BloH -0.0907 -0.19 0.055 
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Year Control 

Industry Control 

Adj R2 0.1510 

F 114.7*** 

N 69185 

* p < 0.1, ** p < 0.05, *** p < 0.01 

 

4.4 Robustness checks  

To provide better evidence, we carry out robustness checks. Since the empirical test of our study is directly affected 

by CFO status, we change the calculation method of CFO status to conduct regression analysis. We calculate the CFO 

status according to the concept proposed by Hanwen Chen (2016). The new CFO status calculation formula is as 

follows: 

Statusalter1 =
[(TMT size-Ranking)+1]

TMT size
                                                                                                           （6） 

TABLE 6 CASH RATIO ROBUSTNESS CHECK RESULTS 1 

Variables Coefficient T P>t 

cons 3.5030*** 10.05 0.000 

Statusalter1 -0.1516** -2.16 0.031 

Size -0.0368** -2.34  0.019 

Cfr -0.9904*** -3.22  0.001 

Structure -1.1943*** -8.67  0.000 

DABR -2.7099*** -26.15  0.000 

ROA -0.1650 -1.53 0.125 

BloH -0.0051*** -4.58  0.000 

Year Control 

Industry Control 

Adj R2 0.1909 

F 117.21*** 

N 69185 

* p < 0.1, ** p < 0.05, *** p < 0.01 

TABLE 7 CAPITALIZATION ROBUSTNESS CHECK RESULTS 1 

Variables Coefficient T P>t 

cons -3.0350*** -18.61 0.000 

Statusalter2 0.0549*** 3.67 0.095 

Size 0.1302*** 17.70 0.000 

Cfr 0.4467*** 3.10 0.002 

Structure 0.2765*** 4.29 0.000 

DABR 0.5570*** 11.49 0.000 

ROA 0.0364 0.72 0.047 

BloH -0.0949 -0.18 0.056 

Year Control 

Industry Control 

Adj R2 0.1510 

F 114.31*** 
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N 69185 

* p < 0.1, ** p < 0.05, *** p < 0.01 

 

In terms of salary distribution, the level of general power will affect the influence of the CFO to intervene in the 

company's affairs, and the salary will also be different. Therefore, the salary of the CFO also reflects the CFO's position 

in the company to a certain extent. Therefore, we use the proportion of CFO compensation in the company's top 

management team as the replacement variable of CFO status to conduct a new round of robustness tests. The new CFO 

status calculation formula is shown below. The higher the value, the higher the status of the CFO, and vice versa. 

𝑆𝑡𝑎𝑡𝑢𝑠𝑎𝑙𝑡𝑒𝑟2 =
𝐶𝐹𝑂 𝑆𝑎𝑙𝑎𝑟𝑦

𝑃𝑎𝑦𝑚𝑒𝑛𝑡 𝑆𝑢𝑚
                                                                                                                                  （7） 

TABLE 8 CASH RATIO ROBUSTNESS CHECK RESULTS 2 

Variables Coefficient T P>t 

cons 3.5030*** 11.35 0.000 

Status -0.1466** -2.21 0.021 

Size -0.0298** -3.56 0.013 

Cfr -0.9716*** -2.98  0.001 

Structure -1.1827*** -9.04  0.000 

DABR -2.7231*** -25.96 0.000 

ROA -0.1320 -1.23 0.105 

BloH -0.0052*** -4.24 0.000 

Year Control 

Industry Control 

Adj R2 0.1829 

F 116.43*** 

N 69185 

* p < 0.1, ** p < 0.05, *** p < 0.01 

TABLE 9 CAPITALIZATION ROBUSTNESS CHECK RESULTS 2 

Variables Coefficient T P>t 

cons -3.0350*** -17.21 0.000 

Status 0.1324*** 3.12 0.043 

Size 0.1543*** 16.09 0.000 

Cfr 0.4678*** 3.13 0.015 

Structure 0.212*** 4.56 0.000 

DABR 0.6867*** 11.31 0.000 

ROA 0.0234 0.85 0.021 

BloH -0.132 -0.21 0.034 

Year Control 

Industry Control 

Adj R2 0.1632 

F 117.25*** 

N 69185 

* p < 0.1, ** p < 0.05, *** p < 0.01 
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From the above tables, we can see that the regression results of all alternative variables are consistent with the tests 

above. CFO status is negatively related to cash ratio, while it is positively related to capitalization ratio. Our hypotheses 

are valid, and our results are robust. 

5. DISCUSSION AND CONCLUSION 

Based on Upper Echelons Theory and other prior research on CFO and liquidity decisions, we aim to discuss how the 

different CFO statuses influence firms' liquidity decisions and develop our hypotheses. We use listed companies in 

Shanghai and Shenzhen Stock Exchange as research objects and conduct empirical analyses of their financial data 

from 2014 to 2019 to test our hypotheses.  

Our results show that CFO status significantly influences the liquidity decision. We find that CFO status can 

significantly negatively affect the cash ratio, and CFO status can significantly positively affect the cash ratio. Therefore, 

we  conclude that the improvement of CFO status can effectively: 1. control the company's cash ratio;2. prevent the 

excessive amount of such assets; 3. decrease the opportunity cost of the company, and 4. improve the utilization rate 

of the company's financial leverage ratio and the efficiency of the company's financial activities. 

The study contributes to the research on CFO status and liquidity decisions by exploring their relation directly. It 

expands the research scope of the Upper Echelons Theory from the personal characteristics of CFOs to their status in 

companies. This research also enriches the literature about liquidity decisions because most existing literature is about 

liquidity risk or market liquidity, not liquidity decision-making. We can use the results of our research to improve 

corporate governance strategy, develop more effective decision-making mechanisms in companies, and improve the 

efficiency of financial activities. In this way, our research is of great practical significance.  

Due to limited personal cognition, lack of experience, or other objective factors, this research is limited to a certain 

extent. According to the upper echelon theory, managers' background, overconfidence, and heterogeneity affect 

corporate governance and business performance. Still, we ignore the possible influence of these factors on the company, 

so it is necessary to study further to eliminate the influence of these factors on liquidity decisions. Secondly, the data 

in this article has been manipulated and may not represent all companies. Therefore, supplementary analysis is needed 

for the data. It is hoped that more measurement indicators from different perspectives can be considered in future 

studies to study and analyze this problem comprehensively. 
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APPENDIX 

TABLE A1 VARIABLE DEFINITION. 

Variables Definition 

Cash Ratio The ratio of cash and cash equivalents to the total assets. 



 

21 

 

Capitalization 

Ratio 
Total liabilities divided by shareholders' equity 

Status 
A dummy variable that takes the value of 1 if the CFO has a high position in the company 

and 0 otherwise. 

DABR Total liabilities divided by total assets 

Size The natural log of the company's total assets 

ROA Net profit divided by total asset 

Cfr Cash flow from operating activities divided by total asset 

BlockHolder The total shareholding ratio of shareholders holding more than 5% 

Structure The proportion of fixed assets in total assets 

TMT Size The total number of senior management teams disclosed in the annual report 

Ranking The ranking of the CFO in the senior management team disclosed in the annual report 
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