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PREFACE

In the early 1940s, there have been regulations on the independent
director system. In the seventies and eighties of the 20th century,
independent director system began to prevail in the United States and
diffuse around the world. Countries of Europe, Southeast Asia began to
set up the similar system. In the 1990s, in accordance with the
regulations listed on the HKEX, mainland China’s enterprises listed in
Hong Kong set up independent directors within the company. Then
mainland China began to establish and develop the independent director
system. In 2001, China Securities Regulatory Commission officially
released the file of “Guidance on the Establishment of an Independent
Director System in Listed Companies”, which signifies that the
independent director system in our country has been established
formally.

The original intention of the establishment of the independent
director system is to curb the “insider control” and “private benefits of
control” behavior. The independent director can avoid the “tunneling” to
a certain extent, protect legitimate interests of minority shareholders’
from infringed, and effectively perform supervisory functions and
improve the professional decision-making level of the board and the
independent director is able to produce valuable resources for enterprises
while using their own ability, professional accomplishment and cyber
source that could ensure the standardized operation of business

performance. However, during the period that China’s economy is facing
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the transformation, the independent directors in the corporate
governance are mostly treated as “vase directors”. This also means that
their independence is limited, and cannot play a practical role. The Social
Network Theory proposes that independent director acting as an
associated individual embedded in an organization through the embedded
enterprise network organization use their own professional knowledge
and network resources to provide external advantages for the
development of the company. So, in the course of development of
enterprises, how does the independent director realize their value? What
is the micro mechanism of the independent director embedded in the
enterprises? How to make independent director performing their
functions and realizing their value is a focus at present research field and
this issue should be further explored. Meanwhile, based on the review of
previous papers, we find that the reason why independent director fails
to realize their value is that it is merely a simple statement on some
aspects, lacking a comprehensive evaluation. The key reason why
independent director has no effect is that the evaluation mechanism of
independent director has not been established. As a result, we are
unable to discern what factors hinder the realization of the value of
independent director. Therefore, the key to further promote the value of
independent director is to establish an independent director value
evaluation system.

In view of the current failure of the independent directors caused by
corporate governance malpractice status quo, and through the study of
principal — agent theory, social network theory and other theoretical
system, the analysis of the formulation and application of relevant
national policies and regulations, the book is based on the influence of
independent director system and individual characteristics on enterprise
performance, analyzes the micro-mechanism of the independent director
embedded dynamic process, individual behavior and so on, which are

embedded from the independent director “rules embed ability embed
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network embed”. Based on the theory of network embed, the association
model between the independent director embedded and the inter-firm
performance is established, and the independent director’s three
embedded models are used to study the performance of the whole
sample, state-owned enterprises and private enterprises respectively. It
is the pre-exploratory research of the independent director embedded in
the performance of enterprises to play the value. Then, based on the
SCP frame, we establish a value evaluation system and divide into three
dimensions including system structure, characteristics of independent
directors’ behavior and governance effect. Through these three
dimensions, we did the analysis of the Internal Mechanism of the
Independent Director Value. On the basis of the selection and processing
of the three dimensions, we constructs the evaluation system of
independent director, and use the Zhejiang private listed companies as
the sample study to evaluate the effectiveness and application of its value
assessment system, to reveal the micro-mechanism of independent
director value, for the effective use of the value of the independent
director, and to provide reference for the independent director of the
system of localization and practice.

This book has ten chapters. The first chapter is the introduction,
which expounds the background, significance, ideas and methods of the
independent director’s research, and begins with the study of the
evaluation system of independent director. The second chapter is a
retrospective study of independent director’s research literature, mainly
around the theoretical research, applied research, empirical research and
evaluation system four aspects expounding. Through the backdrop of the
four aspects, it is found that the existing mainstream schools have
different disagreements about the independent director. The results of
the independent director system has not achieved the desired effect, even
the opposite result. How to effectively realize the value of independent

director has become the focus of many scholars.



