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economic success, 6

government controlled companies
(GCCs), 123

independence of directors

board independence
academic criticism, 65
alternatives to independence, 80
challenges to, 73

concept of, 58, 88
criteria, 70
debate on, 352
dependence balanced with, 84
empirical evidence for
effectiveness, 76
functional understanding of, 82
improvement of, 83
improvement of board
performance, 68
independent directors, see
independent directors
link with industry and ownership
structure, 73
regulatory impetus, 62
regulatory ‘obsession’ with, 66
varieties of, 89, 118, 119, 131
board of directors
concept of board independence, 58
criticisms of board system
in US, 42
directors, see directors; independent
directors
historical origins, 28
improvement of performance, 68
independence, see board
independence
‘monitoring model’, see ‘monitoring
model’ of directors
regulatory impetus for
independence, 62
splitting of, 31
super-majority boards (USA),
1, 39,57

Cadbury Code of Best Practices
(UK), 45
Cadbury Report (UK), 44
chartered companies, 28
China
about, 13, 208
corporate governance
challenges, 209
double-board structure, 104

analysis of regime, 232

controlling shareholder rights
restriction, 222

importance, 217

levels, 218

practice, 220

reform proposals, 221

regime for, 225

independent directors

administrative penalties,
228,453

adoption, 90, 208

appointment procedure
reform, 224

career backgrounds, 107

case study, 453

conclusions by current study, 239

development timeline, 488

effectiveness, 209

function, 111, 112, 113

independence, 217

introduction, 213

legal origins of regulatory
regime, 121

liabilities, 227

mandatory legislation, 125

minority shareholder
nomination or
appointment, 223

practice, 215

proportion of board, 108

remuneration, 235, 236, 237

stock exchange disciplinary
sanctions, 231

third party nomination or
appointment, 222

US compared, 104

Keda Group

CSRC penalties, 457

liability of independent
directors and statutory
supervisors, 455

securities law violations by
insiders, 454
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listed company share structures, 210 independent directors as

nomination committees, 222
Securities Regulatory
Commission, 208
shareholders
controlling shareholder rights
restriction, 222
minority shareholder
nomination or appoint-
ment of directors, 223
stock exchange disciplinary

sanctions on directors, 231

Combined Code (UK), 45
comparative corporate law,
implications from
director diversity, 3
‘comply-or-explain’ model of
corporate governance
European Union, 48
Germany, 52
Japan, 65, 122
Singapore, 107
United Kingdom, 2, 23, 44
controlling shareholders, see
corporate ownership
corporate collapses and scandals
Australia, 434
China, 454
Japan, 79, 136, 143, 166, 167
Taiwan, 435
United States, 35, 38
corporate governance
American Law Institute
principles, 37
Asia developments, 7t. I.1
Basel Committee on Banking
Supervision
Principles, 63, 70
‘comply-or-explain’ model, see
‘comply-or-explain’
model of corporate
governance
convergence, 472
corporate governance indices, 131
European Commission Green
Paper on Corporate
Governance in Financial
Institutions, 63

‘good’ governance
measure, 96

in-depth jurisdiction-specific
analysis, need for, 132

OECD Principles, 2, 22, 74

regulatory impetus for
independence, 62

US reform in 1970s, 35

US reform post-2000, 38

corporate governance code

Germany, 52, 71

Japan, 65

OECD, 75

Singapore, see Singapore
United Kingdom, 44, 45, 71, 74

corporate ownership

and independent director
variation, 119
Berle-Means corporation, 9,
24,41, 56
controlling shareholders and
independent directors,
98, 129
director-centric system (USA), 42
director-manager-centric system
of company ownership, 42
dispersed ownership, see dispersed
ownership
family firms
and director independence, 130
India, 358, 360
Singapore, 122, 326, 459, 460
government controlled companies
(GCCs)
and director independence, 130
China, 123
Hong Kong, 123
India, 123, 359
link with board independence, 73
manager-centric system (USA),
41,119
shareholder voting reform
(Taiwan), 120
shareholder-centric system of
company ownership
(USA), 40

cultural norms in Asia, 128
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directors
board, see board of directors
director-centric system of company
ownership (USA), 42
director-manager-centric system of
company ownership, 42
executive directors, rise of, 31
independent directors, see inde-
pendent directors
inside directors in USA, 33
outside directors in Germany, 49
‘shirtsleeve’ directors (USA), 33
dispersed ownership
agency conflict with managers, 9,
24,28, 41, 56, 74, 97
appointment of directors, 88
benefits of board independence for, 82
collective action problems, 39, 97
concentrated ownership
distinguished, 83
‘semi-dispersed’ ownership, 43
Dodd-Frank Act (USA), 39, 64
Douglas, William O, 33

Ease of Doing Business Index (World
Bank), 96
economic diversity in Asia, 126
Eisenberg, Melvin, 36, 37
Europe
joint-stock companies, 30
medieval guilds, 29
rise of independent directors, 43
European Union
audit committees, 64
‘comply-or-explain’ model of
corporate governance, 48
European Commission Green Paper
on Corporate Governance
in Financial Institutions, 63
European Model Company Act
(EMCA), 49
independent directors
independence, 72
research on, 76, 77
rise, 2, 22,23, 48

family firms, see corporate ownership
foreign investor influence, 123
‘functional independence’ concept, 82

Germany
banking sector, 54
‘comply-or-explain’ model of
corporate governance, 52
Corporate Governance
Code, 52,71
employee representation on
board, 85
independent directors
competence requirement, 56
independence, 52, 71,
74, 81, 83
rise of, 49
management board, 50
outside directors, 49
split boards structure, 32, 49
supervisory board, 50
Gilson, Ronald J., 69
Global Financial Crisis
Australia, 410
Europe, 23
independent director
shortcomings, 59
United Kingdom, 46
United States, 39, 64
Gordon, Jeftrey, 70
Greenbury Committee (UK), 45
guilds, 28

Hampel Committee (UK), 45
Higgs Report (UK), 45
Hong Kong
about, 14, 277
audit committees, 287
connected transactions and
conflicts of interest
regime, 289
corporate law
reform, 292
regulatory regime, 278
economic success, 5
government controlled companies
(GCCs), 123
Hong Kong Stock Exchange, 277
independent directors
adoption, 277
alternatives to, 305
analysis of regime, 298
audit committees, 287
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candidate quality, 302
conclusions by current
study, 308
connected transactions
and conflicts of
interest, 289
development timeline, 493
duties, 286
effectiveness, 300
empirical evidence for
effectiveness, 115
function, 111
identification of, 283
legal origins of regulatory
regime, 121
legislation (text), 523
minimum number
requirement, 282, 300
nomination committees, 289
proportion of board, 109
qualifications, 283
regulatory regime, 281
remuneration committees, 288
studies on, 303
US compared, 80
Listing Rules
amendment, 292
independent directors
rules, 281
nomination committees, 289
one-tier board structure, 106
remuneration committees, 288
hostile takeovers, see acquisitions and
mergers

independent directors

alternatives to independence, 80

American model, see United States

board independence, see board
independence

board of directors, see board of
directors

case studies discussion, 462

challenges to, 73

competence requirement, 56

and corporate governance
convergence, 472

criticisms of, 59, 60

definition, 8, 24

empirical evidence for
effectiveness, 76
European developments, 43
‘functional independence’
concept, 82
and Global Financial Crisis, see
Global Financial Crisis
historical origins, 28
in Asia, see independent directors
in Asia
incentive structure, 79
independence criteria, 70
lessons from Western
experience, 55
managerial-monitoring
function, 97
OECD recommendations, 66
original concept, 1, 21, 22, 58, 59
purpose, 56
qualifications, 468
reasons for, 68
reliance on, 22
rise of, 1
theoretical framework, 58
UK developments, 43
US developments, 33
US model, see United States
independent directors in Asia
adoption, 89
alternatives to, 124
and Anglo-American model
equivalence assumption, 4
influence, 101
non-adoption, 102
thick conception, 104
thin conception, 102
career backgrounds, 107
case studies, 16, 431
and comparative corporate
law, 3
and controlling shareholders,
98, 129
convergence, 131
and corporate governance
indices, 131
and cultural norms, 128
current study content, 10
current study geographic scope, 6
current study lessons, 468
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independent directors in Asia (cont.)
development timelines, 485
divergence from Anglo-American
model, 2, 95, 102, 476
diversity, 95, 102
diversity factors, 95, 118, 119
diversity implications, 131
diversity range, 95
empirical evidence for
effectiveness, 114
foreign investor influence, 123
forms, diversity of, 109
functions
diversity in actual
functions, 114
diversity in expected
functions, 110
expectations and practice as
to, 102
future perspectives, 481
as ‘good’ corporate governance
measure, 96
‘labels’ of, 131
legal origins of regulatory regime,
121, 129
legislation (text), 499
national legislation relating to, text
of, 499
non-use, 5
OECD report, 2, 22
origins in Anglo-American
model, 97
proportion of board, 108
signalling role, 466
taxonomy, 89, see taxonomy of
independent directors
theoretical framework, 19
varieties, 11, 93, 95, 131
India
about, 15, 352
controlling shareholders
family groups, 360
family v non-family, 358
single v group, 357
state-owned enterprises (SOEs),
123, 359
economic success, 6
independence of directors
alternatives to independence, 387

corporate law reform, 372
features, 362
functional approach, 373
future prospects, 384
norms, 363
independent directors
adoption, 91
alternatives to, 387
appointment, 376, 385
balance of expertise and
independence, 387
case study, 450
conclusions by current
study, 388
current studies of, 369
development timeline, 496
empirical evidence for
effectiveness, 366
function, 111
legal origins of regulatory
regime, 121
legislation (text), 545
liability, 381
minority shareholder
protection, 377
monitoring of specific
transactions, 385
new regulator regime, 383
potential usefulness, 355
proportion of board, 109
qualifications, 374, 385
role, 377
role refinement, 386
stakeholder protection, 378
US compared, 80, 107
Maruti Suzuki India Limited
(MSIL), independent
director effectiveness,
450
nomination committees, 376
one-tier board structure, 106
state-owned enterprises (SOEs),
123, 359
International Monetary Fund (IMF)
Korea reform programme, 126, 177,
184, 186
research on independent
directors, 78
Italy, director independence, 84
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Japan
about, 12, 135
board structures
Asahi Glass (traditional hybrid
system), 444
background to comparison, 438
composition, 155
gradual approach to
reform, 137
Sony (‘American-style’
system), 443
Toshiba (‘American-style’
hybrid system), 447
Toyota (traditional Japanese
system), 441
traditional structure
success, 1, 4
types, 105
Companies Act amendment (2014)
empirical evidence for
impact, 151
government approach to
reform, 166
mandatory outside director
proposal, 136, 141, 150,
164, 169
political dynamics of
reforms, 160
reasons for government
intervention, 167
Companies Act Working Group
decision by unanimity, 162
discussions, 160
Olympus Scandal and, 166
opposition to manda-
tory outside director
requirement, 164
corporate governance
‘comply-or-explain’ model,
65,122
reform post-2000, 137
Corporate Governance Code, 65
cross-shareholding networks, 124
economic success, 4
independent directors
absence, 80
adoption, 64, 135
adoption of American
model, 103
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appointment, 145
career backgrounds, 108
case study, 438
conclusions by current
study, 173
conclusions from empirical
studies, 156
development timeline, 485
effect on firm performance, 151
empirical evidence for effect-
iveness, 115, 151
function, 112, 113, 116
legal origins of regulatory
regime, 121, 122
legislation (text), 499
mandatory outside director
proposal, 141, 150,
164, 169
non-use, 4, 92
political dynamics of
development, 127
progress
analysis and future of, 171
proportion of board, 109
resistance to adoption, 135
Stock Exchange support,
136, 139
US compared, 105, 107
joint-stock companies, 31
kansayaku (statutory auditors)
independence, 80
strengthening of system, 135
supervisory role, 106, 124
Keidanren (Japan Business
Federation)
bargaining power, 163
opposition to mandatory
outside director require-
ment, 161, 164
monitoring boards, 137
Olympus Scandal, 79, 136, 143,
166, 167
reforms after Companies Act
amendment, 144
shareholding structures
changes, 145
cross-shareholding
networks, 124

joint-stock companies, 29
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Keidanren (Japan Business management board (Germany), 50
Federation), see Japan manager agency conflict with dis-
Korea persed shareholders, 9, 24,
about, 176 28, 41, 56, 74, 97

Asian Financial Crisis 1997, 184
audit committees, 195
board structures, 106, 182
corporate governance, 179
corporate law, 178
corporate sector composition, 179
economic success, 5
IMF reform programme, 126, 177,
184, 186
independent directors
adoption, 90
audit committees, 195
career backgrounds, 201
conclusions by current
study, 206
current rules, 190
development timeline, 487
empirical evidence for
effectiveness, 115
function, 111, 112, 116
historical context, 184, 188
IMF reform programme
requirement, 177, 185
impact on board
monitoring, 198
impact on board practice, 196
independence
requirements, 191
legal origins of regulatory
regime, 121
legislation (text), 504
mandatory legislation, 125, 177
minimum number
requirement, 190
nomination committees, 195
numbers of, 198
proportion of board, 109
role, 177
US compared, 80, 107
nomination committees, 195
pyramid shareholding
structures, 124

Kraakman, Reinier, 69

legal origins of regulatory regimes, 121

manager-centric system of company
ownership (USA), 41, 119
medieval guilds, 28
mergers. See acquisitions and mergers
‘monitoring model’ of directors
adoption, 42-43, 137
criticisms, 42-43
rise, 36
success, 37

Nader, Ralph, 36
New York Stock Exchange require-
ments for independent
directors, 69, 71
nomination committees
China, 222
Hong Kong, 289
independent directors’ role, 464
India, 376
Korea, 195
Taiwan, 258

OECD
Asian board nomination policies
report, 2, 22
Code of Governance, 75
corporate governance principles,
2,22,74
independent director
recommendations, 66
Olympus Scandal, see Japan
outside directors, see independent
directors; independent
directors in Asia
ownership, see corporate ownership

Penn Central collapse (USA), 35
political diversity in Asia, 126

regulation
impetus for board independence, 62
‘obsession’ with board
independence, 66
regulatory impetus for board
independence, 62
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regulatory ‘obsession’ with board
independence, 66
strategic corporate regulatory
design, 321
strategic regulatory signalling, 322,
340, 350
risk committees (USA), 64

Sarbanes-Oxley Act (USA), 39, 60
shareholders, see corporate ownership
signalling
by independent directors, 466
strategic regulatory signalling, 322,
340, 350
Singapore
about, 15, 311
China Sky Chemical Fibre Co
Ltd, 460
‘comply-or-explain’ model of
corporate governance, 107
Corporate Governance Code 2012
background, 313, 340
‘independence’ defined, 342
strategic regulatory design, 345
corporate regulatory design,
321, 345
cultural norms, influence of, 128
economic success, 5
family firms, 122, 326, 459, 460
government-linked companies, 123,
125, 331, 458
independent directors
abandonment of American
model, 313, 340
adoption, 90
adoption of American model,
103, 311, 325
adoption of UK model, 107
American model in
strategic regulatory
design, 321
career backgrounds, 108
case study, 458
continuance of American
model, 318
Corporate Governance Code
2012, 340
and cultural norms, 128
development timeline, 494

distinctiveness of Singapore
regime, 349
family firms, 122, 326
function, 112, 113, 117
government-linked
companies, 331
import of American model, 317
influence of American model, 314
legal origins of regulatory
regime, 121
proportion of board, 109
US compared, 80
Minco, independent director case
study, 460
one-tier board structure, 106
S-chip companies, 459, 460
strategic regulatory signalling, 322,
340, 350
Smith, Adam, 31
South Korea, see Korea
split boards structure (Germany), 49
stakeholder capitalism in USA, 34
state-owned enterprises (SOEs), see
corporate ownership
strategic corporate regulatory design,
see regulation
super-majority boards (USA),
1,39, 57
supervisory board (Germany), 50

Taiwan
ABIT Computer Corporation
(ABIT), collapse of
background, 435
role of independent directors
and supervisors, 437
about, 241
audit committees, 245
board of directors
one-tier structure, 125
structure reform, 242, 243
corporate governance
foreign influences, 241
multiple structures, 256
regime, 243
corporate ownership, 259
directors’ liability
breaches of fiduciary
duties, 265
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Taiwan (cont.)
directors and officers liability
insurance, 268
false financial statements, 267
economic success, 5
independent directors
adoption, 241
career backgrounds, 254
case study, 435
conclusions by current
study, 275
definition of independence,
271
development timeline, 490
empirical evidence for
effectiveness, 248
executive remuneration
control, 261
function, 111, 112
in public companies, 248
legal origins of regulatory
regime, 121
liabilities, 265
mandatory legislation, 125
merger and acquisition
control, 262
non-use, 92
proportion of board, 109
role, 260
self-dealing control, 264
social ties with controlling
shareholders, 273
US compared, 80, 107
nomination committees, 258
shareholder voting reform, 120
Taiwan
board of directors
structure reform, 106
takeovers, see acquisitions and
mergers
taxonomy of independent directors
about, 89
creation of, 129
diversity factors, 119
diversity implications, 131
diversity range, 95
foundation for, 118
‘labels’, meaning of, 131

United Kingdom
Cadbury Code of Best Practices, 45
Cadbury Report, 44
Combined Code, 45
Combined Code (UK), 99
‘comply-or-explain’ model of corpor-
ate governance, 2, 23, 44
Corporate Governance Code, 44,
45,71,74
corporate governance regulation, 44
executive directors, 31
Global Financial Crisis, 46
Greenbury Committee, 45
Hampel Committee, 45
Higgs Report, 45
hostile takeovers, 38, 100
independent directors
adoption of American
model, 99
appointment, 85
competence requirement, 56
independence, 71, 74, 82, 83, 86
research on, 77
rise, 2, 22, 23, 43
joint-stock companies, 29, 31
medieval guilds, 29
monitoring board model, 44
non-executive directors, 32
shareholding structures, 43
US corporate governance compared,
43, 46, 47, 82, 100
Walker Report, 46, 62
United States
agency capitalism, 40
Berle-Means corporation, 9,
24,41, 56
controlling shareholders, 98
corporate governance
American Law Institute
principles, 37
reform in 1970s, 35
reform post-2000, 38
corporate scandals, 35, 38
criticisms of board system, 42
director-centric system of company
ownership, 42
dispersed ownership, 9, 24, 28, 41,
56, 74,97

© in this web service Cambridge University Press

www.cambridge.org



www.cambridge.org/9781316631409
www.cambridge.org

Cambridge University Press

978-1-316-63140-9 — Independent Directors in Asia
Edited by Dan W. Puchniak , Harald Baum , Luke Nottage
Index

More Information

INDEX 619

Dodd-Frank Act, 39, 64
Global Financial Crisis, 39, 64
hostile takeovers, 37, 100
independent directors
adoption overseas, 312
and controlling
shareholders, 98
developments, 33
early legislation, 33
independence, 57, 86
managerial-monitoring
function, 97
New York Stock Exchange
requirements, 69, 71
origin in US, 1, 22, 58, 59
proportion of board, 108
purpose, 56
research on, 76
rise of, 1,23
thick conception, 104
thin conception, 102
inside directors, 33
joint-stock companies, 30
lessons from independent director
development, 55
manager-centric system of company
ownership, 41, 119
‘monitoring model’ of directors, 36,
37,42-43,97

New York Stock Exchange
requirements
for independent
directors, 69, 71

non-executive directors, 32

Penn Central collapse, 35

risk committees, 64

Sarbanes-Oxley Act, 39, 60

shareholders

controlling shareholders
and independent
directors, 98
shareholder-centric system

of company ownership, 40

‘shirtsleeve’ directors, 33

stakeholder capitalism, 34

super-majority boards, 1, 39, 57

UK corporate governance
compared, 43, 46, 47,
82,100

Watergate scandal, 35

varieties of independent directors, 11,
93, 95, 131

Walker Report (UK), 46, 62

Watergate scandal (USA), 35

World Bank, Ease of Doing Business
Index, 96
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