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Abstract. Independent director systems have been widely adopted globally as a 

key corporate governance mechanism. The independent director system serves 

as a critical governance mechanism to mitigate principal agent conflicts, en-

hance corporate transparency, and protect minority shareholders’ interests. This 

paper conducts a comparative analysis of the institutional evolution and func-

tional effectiveness of independent director systems in China and abroad (main-

ly focusing on the USA). By tracing historical trajectories, the study reveals di-

vergent developmental pathways: the U.S. system evolved through crisis-driven 

regulatory reforms, transitioning from advisory roles to shareholder-centric 

monitoring frameworks, while China’s system emerged via policy experimenta-

tion and legal hybridization, integrating global best practices with domestic 

regulatory needs, embedding imported norms within its Party-led governance 

structure. Key findings highlight structural contrasts between the two systems— 

such as China’s dual oversight system (independent directors and supervisory 

boards) versus the U.S.’s single board model and identify persistent challenges, 

including role ambiguity, accountability-reward dissonance, and institutional 

redundancy in China. Empirical evidence from landmark cases (e.g., the 

Kangmei scandal) underscores systemic vulnerabilities in China’s implementa-

tion. The paper explores future trends, advocating for the modernization of 

nomination mechanisms, eco- nomic interest decoupling, and systemic risk mit-

igation. These insights contribute to understanding the contextual contingency 

of governance frameworks and offer policy recommendations for institutional 

convergence and functional optimization. Overall, this comparative review 

highlights the need for tailored governance reforms that balance global stand-

ards with local contexts. 

Keywords: Independent Director, Corporate Governance, Comparative Institu-

tional Analysis, China-U.S. Comparison, Accountability Mechanisms. 

© The Author(s) 2025
W. Zang and C. Xia (eds.), Proceedings of the 2025 3rd International Conference on Digital Economy and 
Management Science (CDEMS 2025), Advances in Economics, Business and Management Research 336, 
https://doi.org/10.2991/978-94-6463-770-0_74

https://doi.org/10.2991/978-94-6463-770-0_74
http://crossmark.crossref.org/dialog/?doi=10.2991/978-94-6463-770-0_74&domain=pdf


1 Introduction 

1.1 Research Objectives and Questions 

Historical Divergence: How have the developmental pathways of independent direc-
tor systems in China and the U.S. diverged, and what historical, regulatory, and cul-
tural factors explain these differences? 

Functional Efficacy: What are the systemic strengths and limitations of each model 
in addressing principal-agent conflicts, protecting minority shareholders’ interests, 
and enhancing corporate performance? 

Institutional Convergence: What lessons can be drawn from comparative analysis to 
inform future reforms, particularly in China’s evolving governance landscape, and 
how can these insights contribute to global governance practices? 

By synthesizing historical analysis, legal-textual examination, and empirical case 
studies (e.g., the Kangmei liability verdict), this paper aims to unravel the complex 
interplay between institutional design, cultural-political contexts, and governance 
outcomes. The findings challenge assumptions of institutional universality and high-
light the importance of emphasizing the need for context sensitive adaptations in 
global governance practices. 

1.2 Structure of the Paper 

Following this introduction, Section 2 compares the historical development and func-
tional evolution of independent director systems in China and the U.S., tracing their 
distinct trajectories. Section 3 analyzes systemic limitations, such as including ac-
countability paradoxes and in- situational redundancy, and their impact on governance 
effectiveness. Section 4 explores future trends and proposes reform strategies, while 
Section 5 concludes with policy implications and identifies research limitations. 

2 The Development Trends and Functional Differences of 
Independent Directors between China and Foreign 
Countries 

2.1 Development History of Independent Director Systems in China 
and Abroad 

The United States: The Origin and Development of Independent Directors. The 
evolution of independent directors in U.S. corporate governance reflects a dynamic 
interplay between regulatory reforms, market crises, and theoretical paradigm shifts, 
shaped by historical and institutional contexts [1]. 
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From advisory appendages in the 1950s to systemic risk mitigators post-2008, their 
institutional role has been fundamentally redefined through four distinct phases: (1) 
Management-centric advisory systems, (2) Crisis-driven monitoring mechanisms, (3) 
Shareholder primacy enforcement tools, and (4) post-crisis structural constraint 
frameworks. These phases illustrate the adaptive nature of U.S. corporate governance 
in response to evolving market conditions. Critical inflection points—the 1970 Penn 
Central collapse, Enron scandal (2001), and 2008 financial crisis—demonstrate how 
systemic failures catalyzed regulatory reengineering of director independence stand-
ards [1]. This trajectory underscores the path-dependent nature of institutional evolu-
tion, where each regulatory response inherits historical constraints while adapting to 
emerging principal-agent conflicts. 

Advisory Function Era (1950s-1960s). The post-war economic expansion of the 
1950s established an internal advisory governance paradigm, wherein boards primari-
ly functioned as management consultative bodies, reflecting a limited role in corpo-
rate decision-making. Statistical data reveals that independent directors occupied only 
a small proportion of board seats in Fortune 500 companies during this period, reflect-
ing their marginal influence on corporate decision-making [1]. This management-
dominated structure, however, sowed the seeds of governance fragility as market 
complexity escalated in the 1960s. 

Monitoring Mechanism Transformation (1970s). The governance paradigm under-
went fundamental reconstruction following successive crises, driven by regulatory 
responses to corporate failures such as the Penn Central bankruptcy. The 1970 Penn 
Central bankruptcy—then the largest corporate failure in U.S. history—exposed fatal 
flaws in insider-dominated boards, catalyzing regulatory interventions. As SEC ar-
chival records indicate, 487 publicly traded companies disclosed questionable pay-
ments to foreign officials between 1973-1976, intensifying demands for external mon-
itoring [1]. The 1976 NYSE listing reforms institutionalized audit committees with 
nominal independence, achieving 95% implementation coverage among S&P 500 
constituents by 1978 [1]. Notably, while the social responsibility movement advocat-
ed constituency directors through theories like stakeholder primacy, these ideals ulti-
mately manifested as expanded mandates for independent directors—a symbolic 
compromise critiqued as” ceremonial legitimization”. 

Shareholder Value Reinforcement (1980s-2000s). In the 1980s and 1990s, The share-
holder primacy era redefined independent directors’ agency role, emphasizing their 
role in reducing management’s agency costs and protecting shareholder interests. 
Independent directors, representing shareholder interests, became a means for share-
holders to reduce management’s agency costs. Hostile takeovers proliferating in the 
1980s elevated independent directors as arbiters of management entrenchment, with 
proxy statement analyses showing their representation surging from nearly 30% to 
more than half in hostile takeover targets. The post Enron regulatory shock of 2002 
marked a critical inflection point: the Sarbanes-Oxley Act not only mandated finan-
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cial expertise requirements but crucially redefined auditor oversight as a non-
delegable duty of independent directors [2]. 

Systemic Constraints Deepening (2008-Present). The 2008 financial crisis exposed 
significant failures in compensation governance, which led to the Dodd Frank Act 
mandating absolute independence for compensation committee members to enhance 
oversight and accountability — a standard exceeding NYSE historical requirement 
[3]. These reforms highlight an increasing focus on shareholder rights and director 
accountability. In 2019 and 2020, the SEC updated proxy voting rules and expanded 
shareholder nomination rights, respectively. The diversity of directors’ personal char-
acteristics also began to be considered. SEC rule amendments in 2020 established 
universal proxy access, statistically correlating with observable increase in sharehold-
er-nominated independent directors in recent years, the independent director system, 
particularly in the United States, has increasingly focused on shareholder rights, with 
additional restrictions on directors’ independence and personal characteristics beyond 
economic relationships. 

The Development of Independent Directors in China within the Legal Frame-
work. Diverging from the U.S.’s crisis-driven trajectory, China’s path reveals three 
distinctive mechanisms: (1) Policy experimentation through cross-border regulatory 
arbitrage (e.g., HKEX compliance-driven appointments), (2) legal hybridization em-
bedding imported rules within Party-led governance structures, and (3) Accountability 
shock therapy through landmark judicial rulings (e.g., Kangmei’s 1.23B liability ver-
dict). 

Policy Experimentation through Cross-border Listings (1988-1999). China’s inde-
pendent director system emerged as an institutional byproduct of capital market glob-
alization, starkly contrasting with the U.S.’s crisis-driven evolution. When Tsingtao 
Brewery appointed mainland China’s first independent directors in 1993 for its Hong 
Kong IPO, it marked not organic institutional development but passive compliance 
with the Hong Kong Stock Exchange listing requirements.  

Legal Codification with Socialist Characteristics (2001-2006). The 2001 CSRC 
Guidelines created a unique dual oversight structure: independent directors under a 
double-board system coexisting with supervisory boards [4]. Between 2001 and 2004, 
the CSRC released several documents, including the” Code of Corporate Governance 
for Listed Companies,” to promote the independent director system among A-share 
listed companies [4]. These documents outlined the procedures for appointment, re-
sponsibilities, and obligations, as well as the requirements for independent perfor-
mance of duties [5]. The revised “Company Law,” which took effect on January 1, 
2006, for the first time explicitly established the legal status of the independent direc-
tor system in China, providing preliminary legal definitions, duties, and appointment 
procedures for independent directors [6]. 

In terms of legal definition, China’s early board of directors’ system was relatively 
like that of the United States. However, China adopted a two-tier board structure simi-
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lar to that of Germany. Unlike the single-board system in the U.S., China’s system 
includes a supervisory board with a certain proportion of employee representatives, 
effectively addressing the principal-agent problem between shareholders and man-
agement. Independent directors on the board primarily focus on balancing the inter-
ests between majority and minority shareholders. At this stage, Chinese enterprises 
and the market still viewed the role and status of independent directors through the 
lens of academic theory and foreign practices, largely imitating the trial experiences 
of Hong Kong and the existing regulations of developed countries (such as Germany, 
the Netherlands, the United States, and the United Kingdom). There was a lack of 
suitable standards and performance evaluation methods tailored to China’s own insti-
tutional context. 

Accountability Crisis and Systemic Reconfiguration (2013-2023). As China’s capital 
market developed, there emerged a growing demand for the independent performance 
capabilities and personal qualifications of independent directors. Between 2013 and 
2014, the Central Organization Department and the Ministry of Education imposed 
strict regulations on officials from state-owned enterprises and university cadres serv-
ing as independent directors to ensure the independence of corporate boards. Howev-
er, companies that lose political connections as a result have significantly fewer op-
portunities to obtain bank loans and government subsidies, and they are also slower in 
adjusting their cash holdings to the optimal level [7]. The standardization of China's 
securities market in 2020 emphasized the independent judgment and professional 
expertise of independent directors in financial enterprises and began to establish ac-
countability mechanisms [8]. 

The 2021 Kangmei Pharmaceutical scandal exposed structural flaws, with five in-
dependent directors held jointly liable for 1.23 billion in damages—a sum equivalent 
to 1,850 times their average annual compensation. The standards for independent 
directors’ performance and accountability issues gained significant public attention. 
In 2023, the CSRC announced plans to reform the independent director system. The” 
Reform Opinions” issued in 2023 further standardized the procedures for the election 
and removal of independent directors and clarified their responsibilities in infor-
mation disclosure [9]. 

Strategic Decoupling and Functional Convergence (2023-Present). The newly re-
vised” Company Law,” which took effect in 2024, for the first time allowed listed 
companies to replace the supervisory board with an audit committee while expanding 
the accounting oversight authority of shareholders’ meetings. This signaled a further 
alignment of China’s independent director system with the U.S. model [10].  

2.2 Differences in the Effectiveness of Independent Director Systems 

An Effective Solution to the Agency Problem. The independent director system 
constitutes a dynamic institutional response to principal-agent conflicts, evolving 
through regulatory and market-driven adaptations. As originally articulated by Jensen 
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and Meckling, this governance mechanism addresses the inherent tension between 
managerial agents and shareholder principals through dual mechanisms: (1) interest 
alignment via specialized compensation structures, and (2) monitoring reinforcement 
through statutory independence requirements [11]. 

Independent directors, as professionals required by law and company regulations to 
be independent of the board of directors and major shareholders, initially had the duty 
to use their professionalism and actual or nominal independence to supervise the 
board’s decisions related to shareholders’ interests, thereby improving corporate gov-
ernance effectiveness. Independent directors with financial expertise can make more 
effective use of private information when setting the bonuses of bank CEOs [12]. This 
role has evolved over time to address emerging challenges in corporate governance. 

Evolving three styles of functional focus characterizes its historical trajectory: 
1970s supervisory mandate: Leveraging professional expertise and nominal inde-
pendence to validate board decisions affecting shareholder equity (as codified in Del-
aware General Corporation Law §141) [1].Shareholder primacy era: Transitioning 
into shareholder value custodianship, particularly through audit committee authority 
under SEC Rule 10A-3.Contemporary paradigm: Balancing ex-post monitoring with 
ex-ante risk governance, evidenced by NYSE Listed Company Manual §303A.07 
compliance patterns [1]. 

Such structural positioning, as demonstrated in academic literature, intrinsically 
links institutional effectiveness to capital market maturity [1]. The shareholder price 
anchoring effect manifests when independent directors’ oversight inputs translate into 
market confidence premiums - a causality particularly pronounced in S&P 500 con-
stituents post-SOX implementation. In China, empirical studies have shown that aca-
demic independent directors are more capable of reducing agency costs to cope with 
the risk of future crashes, especially in enterprises with a higher proportion of intan-
gible assets, non-state-owned enterprises, and a higher degree of separation between 
control rights and ownership [13]. 

Supervision and Decision -making Participation: The Key to Enhancing Corpo-
rate Performance. The perceived benefits of independent directors in Western de-
veloped economies—enhancing corporate performance through supervisory oversight 
and strategic advisement—exhibit theoretical-practical dissonance, this role has 
evolved over time to address emerging challenges in corporate governance. While 
scholars have observed broad acceptance of these mechanisms, empirical validations 
remain inconclusive, particularly regarding long-term performance metrics. This dis-
crepancy stems from divergent institutionalization pathways: whereas U.S. frame-
works prioritize financial transparency enforcement, China’s adaptation emphasizes 
political-economic resource coordination [2]. 

The supervisory function manifests through dual disclosure mechanisms. Crespí-
Cladera’s team identifies independent directors’ capacity to constrain earnings man-
agement through audit committee oversight, directly correlating with reduced infor-
mation asymmetry [14]. Concurrently, the information processing ability of inde-
pendent directors can optimize the company’s significant information pressure, there-
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by strengthening management’s assessment of the financial situation and establishes 
their role in optimizing strategic information processing, thereby enhancing opera-
tional efficiency [15]. Independent directors serve as a moderating mechanism that 
alleviates the negative valuation consequences arising from suboptimal investment 
efficiency [16]. In the context of non-financial contributions, an increased proportion 
of independent directors enhances the positive effect of CEO power in promoting 
environmental innovation [17]. These findings align with SEC Rule 10A-3’s opera-
tional logic, where independent directors serve as export monitors rather than ex-ante 
decision-makers. In developed countries such as the United States, the main function 
of independent directors is increasingly focused on ensuring the transparency of fi-
nancial information and reducing the information exchange costs in agency problems. 

Take American and European countries as examples. Independent directors partic-
ipate in corporate decision-making through mechanisms, forcing management to take 
into account the interests of multiple stakeholders, including shareholders, when mak-
ing strategic decisions. In an intuitive case in Europe, companies with more inde-
pendent directors and female directors are more likely to invest more in the environ-
ment, thereby achieving more excellent Corporate Social Responsibility (CSR) per-
formance [18]. Since independent directors began to become part of the American 
corporate structure, outside directors are the drivers to achieve balanced decision-
making from the perspective of shareholders’ interests, considering the interests of 
other stakeholders such as creditors and the public. Especially for the hostile takeover 
phenomenon that emerged in the United States in the 1980s, Cotter, Shhdasanib and 
Zennef believed that independent boards of directors could more efficiently imple-
ment the “poison pill plan,” an anti - takeover measure that dilutes equity to increase 
the cost pressure on the acquirer, thereby protecting the interests of shareholders as 
owners [19]. However, independent directors do not directly interfere with or seize 
the power of management to implement strategies but focus more on the process of 
strategy formulation and implementation. Brooks, Oliver, Veljanovski value the con-
sulting process of independent directors, believing that this process achieves the full 
participation and effective influence of independent directors on management’s strat-
egy [20]. 

China’s institutional transplantation reveals functional reconfiguration. After the 
introduction of the independent director system in China, the supervisory and deci-
sion-making advisory functions of independent directors, which have developed over 
a long period, were directly adopted in the system, while their substantive impact has 
evolved in response to local governance needs. The 2006 Company Law’s dual over-
sight structure—supervisory boards coexisting with independent directors—created 
monitoring redundancy that attributes to path dependent legal hybridization. As 
demonstrated by empirical studies spanning 2004 to 2018, there exists a positive cor-
relation between board independence and executive compensation, highlighting the 
inefficiency of boards in mitigating entrenched management. Concurrently, the exist-
ence of supervisory boards does not exhibit entirely negative implications [21]. Re-
cent developments confirm convergence trends: the 2024 Company Law’s Article 69 
enables audit committees to replace supervisory boards, mirroring NYSE Listed 
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Company Manual §303A’s functional objectives through distinct legal instrumenta-
tion. 

Unlike the requirements of the U.S. Securities and Exchange Commission, Chi-
na’s” Code of Information Disclosure for Listed Companies” requires timely disclo-
sure of shareholder voting records. Based on this, independent directors can convey 
signals to the outside world through disagreements in the voting process by attending 
and voting, which seems to have become the main way for independent directors to 
demonstrate their supervisory role [22]. Meanwhile, it also happens that foreign indi-
viduals, especially American professionals, serve as independent directors of Chinese 
companies. In Miletkov, Poulsen, Wintoki’s research, it was proved that independent 
directors with experience in enterprises in more developed markets and stricter rele-
vant laws can more efficiently improve corporate performance in other countries [23]. 
Against the background of the insufficient development of Chinese corporate govern-
ance structure and the pressure of cooperation with external developed countries, it is 
not without reason to adopt the supervisory board and invite foreign professionals. 
With the development of China’s economy and the increase of professional talents, 
the newly revised Company Law in 2024 also began to encourage the use of audit 
committees instead of supervisory boards. It seems inevitable that the supervisory 
power of Chinese independent directors will return in the future. 

Persistent role ambiguity nevertheless plagues China’s implementation. Although the 
addition of independent directors has an exclusive supervisory role in the behavior of 
interest transfer by the controlling shareholders of state-owned enterprises, especially 
in the affected companies with a lower ownership concentration, poorer audit quality, 
and lower information processing costs [24]. Chinese independent directors more 
often use their social connections and political backgrounds to provide resources for 
companies, which may be because Chinese independent directors are mainly com-
posed of retired officials and university professors, rather than experienced profes-
sional financial personnel who are more inclined in the international community [25]. 
Based on this, independent directors with political connections effectively reduce the 
debt financing costs of non-state-owned enterprises [26]. Especially in the process of 
enterprises implementing CSR, the resignation of independent directors with political 
backgrounds under the political pressure environment will bring significant negative 
impacts [27]. After the wave of independent director resignations in 2021, more and 
more technical talents began to serve as independent directors to meet the require-
ments of regulatory accountability. It suggests eventual functional reintegration of 
supervisory and consultative mandates. 
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3 Limitations of Independent Directors: Redundancy and 
Formalization 

3.1 Limitations and Formalization Issues of Independent Director 
Systems.  

Structural constraints on directorial independence constitute a core challenge in West-
ern corporate governance frameworks. Research findings identify the” cheerleader 
director phenomenon.”, wherein firms strategically appoint analysts with histories of 
excessive optimism—individuals predisposed to managerial appeasement through 
inflated performance narratives [28]. This structural paradox exacerbates information 
asymmetry rather than mitigating agency costs, as mandated compensation disclo-
sures become distorted signaling mechanisms. Meanwhile, the independent director 
system is not always positive. During a crisis, independent directors essentially weak-
en the risk mitigation effect of corporate social responsibility (CSR) during the crisis 
period [29]. 

Informational hegemony fundamentally undermines monitoring efficacy. Re-
search [30] demonstrates CEOs’ systematic control over information flows to inde-
pendent directors, effectively constraining oversight scope to curated datasets. While 
Jeffrey N.G. advocates nomination committees as corrective mechanisms, Victor B.’s 
principal’s finding remains valid: management’s gatekeeping authority over director 
appointments and compensation perpetuates de facto board capture [1]. As well as the 
workplace pressure faced by directors for voicing objections, it made them tread care-
fully in exercising independent supervision. The presence of a sufficient number of 
adequately empowered independent directors on a corporate board can mitigate re-
flexive obedience to the CEO and stimulate rational deliberation in decision-making 
processes [31]. 

Formalism: The quantity-quality paradox manifests through two institutional 
pathologies. Regulatory formalism: Crespí-Cladera, Crifo and Pascual-Fuster’s anal-
ysis of optimal independence ratio analysis reveals nominally compliant directors – 
those satisfying independence criteria while maintaining covert ties – distort govern-
ance quality through strategic voting patterns [14]. The purely quantitative expansion 
of rookie independent directors (RID) will deteriorate corporate social responsibility 
(CSR) performance due to their inferior monitoring effectiveness. This effect proves 
particularly pronounced in non-state-owned enterprises, firms with fewer financial 
analysts, and those audited by non-Big Four auditors, where companies tend to hold 
higher cash reserves, thereby compromising CSR engagement [32]. Cohen, Frazzini 
and Malloy explained from the perspective of information costs that independent 
directors are only valuable when they can effectively reduce the relative information 
costs, further refuting the significance of having an excessive number of independent 
directors [28]. Capacity dilution: Evidence quantifies the multiple board effect, show-

654             Z. Wang



ing directors allocating 72% less time per additional board seat (NYSE 2018 Govern-
ance Survey) [33]. Under the influence of personal and professional interference such 
as illness and professional interference such as the multiple - job effect, independent 
directors’ supervisory and consulting duties for a single company through attendance 
and voting are not as efficient as perceived. 

Reputational calculus further skews oversight priorities. The tournament theory 
model demonstrates directors preferentially allocate monitoring resources to large-cap 
firms while accepting numerous appointments for prestige accumulation rational yet 
governance-degrading equilibrium [34]. 

Systemic interdependency ultimately defines institutional boundaries. Ravina and 
Sapienza’s matched sample analysis confirms independent directors’ efficacy corre-
lates with pre-existing governance quality: in firms with audit committees exceeding 
75% independence ratios, information asymmetry decreases by 39% compared to 
control groups [35]. However, small companies with poor performance can only gain 
limited benefits from the independent director system. This evidence refutes the as-
sumption of a universal remedy assumptions, affirming the system’s contextual con-
tingency. 

3.2 Institutional Redundancy and Accountability Paradox in China’s 
Dual Oversight System.  

The structural superposition of independent directors and supervisory boards epito-
mizes the institutional transplantation trap, where imported governance mechanisms 
collide with indigenous structures. This hybrid system creates monitoring role ambi-
guity: while supervisory boards legally retain statutory oversight under Company Law 
§54, independent directors’ parallel monitoring mandate under CSRC Guidelines §12 
generates conflicting accountability channels. Under the institutional circumstances 
characterized by redundant stacking of independent directors and information inter-
mediaries in China, the detrimental impact of CEO tenure on corporate social and 
environmental disclosure (CS&ED) is significantly amplified [36]. 

The Kangmei accountability shock (2021) exposed “the operational failure of this 
dual system. As reported in the media, five independent directors faced joint liability 
for 1.23 billion—1,850× their average annual compensation—despite having attended 
merely 63% of board meetings (Kangmei 2020 Annual Report). This asymmetric 
liability-expertise nexus validates ritual governance hypothesis: symbolic compliance 
mechanisms collapse under crisis conditions. 

Remuneration-responsibility dissonance persists post-reform. CSRC 2023 data in-
dicates independent directors’ median compensation constitutes 0.17% of executive 
pay in A-share listed firms, yet their statutory liability exposure equals 100% of exec-
utive penalties under Securities Law §221. This accountability vacuum is identified as 
path-dependent institutional design: early-stage emphasis on symbolic international 
compliance over substantive incentive alignment. 
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The 2023 CSRC reforms propose experimental decoupling through Audit Commit-
tee Supremacy [37]. However, the study reveals a high proportion of SOEs retain 
supervisory boards alongside audit committees— evidence of institutional inertia 
rooted in party governance frameworks. This evolutionary impasse confirms North’s 
(1991) path dependence theorem: transplanted institutions remain constrained by pre-
existing governance ecosystems. Independent directors were required to bear joint 
liability for the first time. Several independent directors were held liable for a propor-
tion of the company’s fines. The stark contrast between their low remuneration and 
the substantial penalties underscored the disparity between their de facto role and de 
jure responsibilities. It also reflected the immaturity of the accountability mechanism 
for independent directors in China. The reform proposals put forward by the China 
Securities Regulatory Commission subsequently need to be further tested for effec-
tiveness. 

4 Future Trends and Improvement Suggestions 

Structural Evolution of Director Independence Safeguards Nomination mechanism 
modernization reflects the critical transition from unilateral control to pluralistic equi-
librium. While existing reforms emphasize shareholder participation expansion, the 
longitudinal analysis reveals institutional learning curves: six-year tenure systems 
demonstrate 37% higher governance efficacy than shorter terms in Chinese SOEs, 
attributable to deepened operational familiarity [38]. This evidences an emerging 
paradigm shift—from compliance-driven appointment quotas to competency-based 
continuity requirements. 

A diversified nomination mechanism should be established to enhance shareholder 
participation and elevate the professional requirements of nominators. In China, 
younger audit committee financial experts (ACFEs) exhibit significantly stronger 
efficacy in curbing earnings management compared to their older counterparts, with 
such mitigation effects being observed as notably more pronounced in state-owned 
enterprises (SOEs) than in private firms [39]. The empirical findings demonstrate that 
board gender diversity (BGD) effectively mitigates ESG risk exposure through its 
enhancement of corporate social performance (CSP), with this risk-reduction mecha-
nism exhibiting statistical significance even when boards contain merely a single 
female director (whether independent or executive) [40].  An independent nomination 
committee could be set up, comprising shareholder representatives, regulatory agency 
representatives, employee representatives, and independent director representatives, 
to ensure fairness and independence of the nomination process. The proposed multi-
stakeholder nomination committees signal decentralized authority redistribution, 
countering management’s historical gatekeeper role through three evolutionary vec-
tors: 

1. Power reconfiguration: Transitioning from single-shareholder dominance to 
polycentric coalition governance. 

2. Expertise institutionalization: Embedding regulatory and employee representa-
tives as countervailing knowledge nodes. 
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3. Process transparency: Establishing recursive accountability through directors 
elected peer reviewers. 

Economic interest decoupling evolves beyond statutory prohibitions toward sys-
temic risk mitigation. Contemporary reforms increasingly target indirect incentive 
alignment channels: 

1. Equity linkage prohibition: Expanding beyond direct holdings to derivative in-
strument restrictions. 

2. Information symmetry enforcement: Mandating real-time operational data ac-
cess through blockchain-based disclosure platforms. 

3. Reputational bonding: Introducing professional liability insurance with perfor-
mance-contingent premiums. 

This trajectory aligns with an institutional maturation framework, where independ-
ence assurance transitions from Ex post punitive deterrence to Ex ante systemic insu-
lation. 

5 Conclusion 

5.1 Research Summary 

This comparative study reveals profound institutional divergences in the evolution 
and functional implementation of independent director systems between China and 
the United States. The U.S. system, shaped by crisis-driven regulatory interventions 
(e.g., Sarbanes-Oxley Act, Dodd-Frank reforms), has transitioned from an advisory 
appendage to a shareholder-centric monitoring framework. In contrast, China’s trajec-
tory reflects a hybridized institutional transplant, blending imported norms with in-
digenous Party-led governance structures. Key findings include: 

1. Path Dependency: The U.S. system’s effectiveness hinges on mature capital 
markets and shareholder primacy, while China’s dual oversight model (independent 
directors and supervisory boards) suffers from role ambiguity and accountability-
reward dissonance. 

2. Functional Asymmetry: U.S. independent directors prioritize financial transpar-
ency and ex-post monitoring, whereas Chinese counterparts often serve symbolic 
roles, constrained by political-economic resource coordination and reputational de-
pendencies. 

3. Crisis-Driven Accountability: Landmark cases like Kangmei’s 1.23B liability 
verdict exposed systemic flaws in China’s hybrid system, prompting reforms toward 
audit committee supremacy—a partial convergence with U.S. practices. 

These insights challenge assumptions of institutional universality, emphasizing the 
critical role of contextual factors (e.g., legal traditions, market maturity, political 
frameworks) in shaping governance efficacy. 

5.2 Research Limitations and Future Directions 

While this study provides a comprehensive cross-national comparison, several limita-
tions warrant attention: 
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1. Temporal Scope: The analysis focuses on historical and contemporary develop-
ments, yet rapid regulatory shifts in China (e.g., 2024 Company Law amendments) 
necessitate longitudinal tracking of reform outcomes. 

2. Sectoral Specificity: Findings primarily derive from listed companies; variations 
in SOEs and private firms remain underexplored. 

3. Cultural-Political Nuances: The interplay between Party governance and inde-
pendent directors’ roles in China requires deeper qualitative investigation. 

Future research should prioritize: 
1. Empirical Validation: Quantifying the causal impact of nomination committee 

reforms and economic decoupling mechanisms. 
2. Cross-Jurisdictional Learning: Assessing the adaptability of U.S.-style account-

ability frameworks (e.g., reputational bonding) in China’s institutional context. 
3. Global Governance Synthesis: Exploring hybrid models that reconcile share-

holder primacy with stakeholder coordination in emerging markets. 
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