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ABSTRACT

To be a part of internal corporate governance, board structure is most important
and nuclear. So a rational board structure is the premise and guarantee which a corpo-
rate can run well. In the past of few years, the government and administrative organ
set down serials of laws and regulation and hope that corporations could improve their
the setup of board structure.

Although there are many studies about board structure, the studies focus on what
director board does and how it affects management decision, and so on. In fact, if we
only study the effectiveness of board structure and not involve in its determinants, we
may omit primary problems. Because what the director board do and how it revolve is
interactive. As George J. Stigler and Claire Friedland - ( 1983) said, before we criti-
sized corporate governance, it was necessary to know how the conditions are formed.
There are few papers about the determinants of board structure, especially in China.
Only Deng Jianping et. al (2006) and Huang Zhangkai (2006) studied the pro-
blems. But the two studies havn’t considered corporation operation environment and
management characteristic, they can’t find the fundamental factor which affect corpoa-
ration board structure.

In this paper, the samples include all listing A-shares companies. To the deter-
minants of board size and the independence, the thesis puts forward operations scope
hypothesis, monitoring hypothesis and negotiation hypothesis. To the determinants of
leadership structure, the thesis tests asymmetry information hypothesis, CEQ power
hypothesis and succession planning theory. Otherwise, the thesis also studies the vari-
able of equity property’s effect on board structure. Finally, the thesis studies the mar-
ket reflection from earnings information content and Tobin’s Q.

By studying the determinants of board structure, the thesis finds that board struc-
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ture are shaped by a combination of firm-specific and managerial characteristics and
determined endengonesly by the result of monitoring management to maximize firm
value. In other words, it is the endogenous result of a competitive process. Specifically,
the thesis finds the results as below;

(1) larger, more subsidiary companies and the companies that operate in oversea
tend to have larger and more independent boards of directors;

(2) firms in which managers’ opportunities to consume private benefits are
large, or in which the cost of monitoring managers is small, have larger boards of
directors ;

(3) firms in which managers have substantial influence and in which the con-
straints to managerial influence are weak, have less independent boards of directors;

(4) By studying the determinants of leadership structure, the thesis finds that
only the succession planning theory is testified ;

(5) Comparing to non-state-owned enterprises, SOE have greater board size,
less proportion of independent directors;

(6) Market reflects better on the companies which have more proportion, greater
reputation of independent directors, and the companies have higher value.

The results show that if corporations will choose an appropriate board structure to
adapt to their development, then the government shouldn’t let all the companies use a
fix model of board structure, because the regulations will bring a burden to companies
and their stake-holders. The thesis also shows that the better setup board structure
has, the greater the market reflects on earnings and corporation value, which indicats

it is beneficial for companies and investars to carry out corporation governance reform.
Keywords: Board Size, The Proportion of Independent Director, Independent

Director Reputation, Board Leadership Structure, Determinanis,

Effectiveness.
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