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Abstract

Independent director system is designed to improve corporate governance of listed
companies in China, which curbs the concentration of Listed Companies, a high inter-
nal control and oversight mechanisms and other damage behaviors of small sharehold
ers, forming an effective supervision and control effect on large shareholders. After all,
independent director system originated in the western developed countries. From the
introduction of independent director system in China until now, the “localization”
process is still being widely contested. Therefore, the research of independent directors’
effectiveness of listed companies is necessary. According to the theoretical and empiri-
cal analysis of the results, we try to reform and improve the system of independent
directors. Thereby establish an independent director of China’s national conditions for
corporate governance, and promote the construction of modern enterprise system.

In this book, we discuss the system of independent directors of listed companies in
China through both theoretical and empirical aspects, using the comparative study,
theoretical analysis, empirical and normative research combines qualitative analysis and
quantitative analysis and the method of combining. Qualitative analysis is obtained from
the quantitative analysis, and quantitative analysis of the model is constructed from
select qualitative analysis.

Chapter two attempts to analyze the modem enterprise system and corporate gov-
ernance problem. It also expores the introduction of the independent directors’ mecha-
nism. Based on the discussion of independent directors’ development process, analyze
the concept of independent directors in use of three methods, which are general type,
type and general type and list — style together. Explore the general powers and responsi-
bilities of Independent directors and the specific responsibilities of independent directors

in China. The independent director should enjoy the right of being in know, authority to
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supervise and opinion right to company’s strategy and policy, have the right to hold a
post in the special committee, have the right to engage the outside audit agency and
advisory organization, etc. independently. They also must undertake the faithful obli-
gation and pay attention to the obligation at the same time, and bear legal liability to
the incident in violation of rules and regulations of the company. The independent
director’s rights and obligations of our country need the rights and obligations with the
board of supervisors to coordinate, the two supervise emphasis point odd, have differ-
ence in identity, position, divide the work, need further cooperating, and give play to
loud efficiency in reality.

Chapter three research on domestic and international relevant documents and mate-
rials of the independent director’s system. The foreign literature is focus on the inde-
pendent director and company’s performance, independent director’s identity, relation
between independent director and administrator, directors independent salary level and
structure, director and Company stock right structures independent, and Company take
over directors independent and independent best term of office director, etc. The do-
mestic literature mainly centres on the independent director and company’s performance
relation, independent director salary encourage, independent director and board of su-
pervisors concern and independent director choose mechanism and identity, etc. Find
out about the development course of the independent director’s system and concern
angle of the theory circle. Analyze that lays the solid foundation for the following theory
and real example.

Chapter four analyse the operating mechanism of the independent director’s
system. Set up and develop its theoretical foundation depended on existence and devel-
opment of independent director’s system. Agency of trusting theory is the requirement of
independent director system. Relavent interest person theory reflects the value and
function independent director. Encourage and restrain theory effective promotion inde-
pendent director to get efficiency. Discuss the operation mechanism of the domestic and
international independent director’s system from three respects. First is Select mecha-
nism, which analyze separately from independent director qualifications, selection
process, proportion establish and etc. Second is encouraging and restrain mechanism,
talking about the way of encouraging and restraining. Third, the establishment of the

professional committee has defined the functions of all kinds of professional committees.



Abstract

Chapter five analyzes the current situation of the independent director’s system of
Chinese listed company and existing problem emphatically. The independent director
set up in the listed company of our country, which is base on the characterized
mechanism’s foundation of our country. From the first step to setting up an independent
director system according to the laws of their status, the independent director system in
China’s listed companies has an initial development process. This paper introduced the
status of independent director system in China from the proportion of independent direc-
tors, remuneration, status and professional committees set up, and trying to find some
problems for improvement.

Chapter six examines the independent director’s validity of Chinese listed com
pany. We select the sample from 2005 to 2008 among all companies listed in Shanghai
and Shenzhen as panel model to test, testing the effectiveness of independent director
system in China to verify the independent director system “localization” level from an
empirical point, mainly from the independent directors systems and corporate perform-
ance, the independent director system constraints on the company’s management and
other aspects of the role. We select the index firm characteristics, board characteristics
indicators, management indicators, the characteristics of the control variables, and try
to study and pay the proportion of independent directors of listed companies performance
and remuneration of managers, thus confirming the validity of the independent director
system, and try to improve direction, and strive to theoretical system of scientific and
practical. The results show that the proportion of independent directors and managers of
the company’s performance pay are very limited impact, but the pay levels of the inde-
pendent directors of the company had a positive influence on performance, the Audit
Committee, Remuneration Committee and Strategic Committee of the establishment of
the company’s performance have a positive influence, but the establishment of the
Remuneration Committee and the managers pay is positively correlated.

Chapter seven try to make recommendations and proposals for further improvement
about the independent director system in China. First, we should improve the inde-
pendent director’s selective mechanism of Chinese listed company. I think we can try to
adopt the nomination committee to nominate the suitable person to be the independent
director, and set up examination mechanism of independent director’s working perform-

ance at the same time. Improve the independent director’s qualifications mechanism,
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set up the sound independent director’s human resources pool, in order to guarantee the
independent director’s independence. Pay attention to the independent director’s know-
ledge structure and guarantee the independent director’s dynamic role. We should also
establish perfect term of office. Improve the independent director’s salary and encourage
mechanism, especially improve the non — material incentive mechanism. What’s more
we will set up independent director’s liability insurance system.

Chapter eight selects some domestic and foreign cases of independent director

system, makes some analyses, in order to improve and perfect our future problems.

Key Words: Chinese Listed Company, the System of Independent Directors,
Validation
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