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Abstract

Abstract

The independent director system has been implemented in China for more
than 20 years. As an important mechanism to supervise the management and
alleviate the agency problem, the independent director system (hereinafter referr
ed to as "independent director") has always been concerned by the industry an
d academic circles. In 2021, with the joint and several liability of independent
directors caused by Kangmei Pharmaceutical, the function and efficiency of in
dependent directors as a corporate governance mechanism have been widely dis
cussed again. On April 14th, 2023, the General Office of the State Council iss
ued the Opinions on the Reform of Independent Director System of Listed Co
mpanies and some negative events, which prompted the industry and academic
circles to rethink the mechanism of promoting independent directors to perfor
m their duties. Although independent directors have been controversial since th
e introduction of corporate governance mechanism in China, there are classic ¢
ases that show that the collective active performance of independent directors i
s really beneficial to the governance of listed companies. In 2012, the collectiv
e performance of independent directors of Zoomlion was the first case in Chin
a's A-share market. However, previous studies did not pay attention to this cas
e and its far-reaching impact on listed company governance and capital market

efficiency.

As the first case of independent investigation initiated by independent dire
ctors of listed companies in China, from the perspective of independent directo
rs performing their duties independently, this incident undoubtedly has a far-rea
ching impact on independent directors' active participation in corporate governa
nce.Based on this, this paper selects the case of Zoomlion's independent direct
ors performing their duties collectively, and studies the corporate governance c
onsequences of independent directors performing their duties actively by using
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Abstract

the method of single case analysis. At the same time, considering the role of
media supervision, this paper explores how media supervision affects the conse
quences of independent directors' active performance of their duties, and furthe
r analyzes the key guarantee factors for independent directors to perform their
duties effectively from the perspective of corporate governance structure. Finall
y, it analyzes the effect of independent directors' active performance of their d
uties.

Specifically, this paper first combs the relevant literature on media reports
and corporate governance, independent directors' performance of their duties, a
nd constructs the mechanism of negative media reports affecting independent di
rectors' behavior based on principal-agent theory, information asymmetry theory,
reputation theory, media governance theory and stakeholder theory. At the sam
e time, the influence of the corporate governance structure on the performance
of independent directors is analyzed. Then, taking Zoomlion as an example, t
his paper finds that there are three main ways for negative media reports to p
romote independent directors to actively perform their duties. One is the reputa
tion mechanism. When negative media reports appear in the company, indepen
dent directors will pay attention to and maintain their reputation to promote th
em to actively perform their duties or resign; The second is the administrative
intervention mechanism. A large number of negative media reports will attract
the attention of the regulatory authorities and even cause legal risks to the co
mpany and independent directors. In order to avoid legal risks, the independent
board of directors will perform its supervisory duties more actively and dilige
ntly; The third is the market pressure mechanism. The continuous and extensiv
e media news reports will attract investors' abnormal attention, bring market pr
essure to management and independent directors, and then force independent di
rectors to respond. At the same time, it is found that a sound corporate gover
nance structure is the key factor to ensure that independent directors can effect

ively perform their duties, and a reasonable board governance structure, scatter
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Abstract

ed equity concentration and information provision and cooperation from the sen
ior management team are the guarantee conditions for Zoomlion's independent

directors to successfully perform their duties. Subsequently, the effect of indepe
ndent directors' performance of duties is analyzed, which verifies that negative

media reports will do harm to the enterprise value and its long-term developm
ent, and that independent directors' active performance of duties can promote t
he elimination of negative media reports and improve the quality of enterprise
information disclosure.

After research, this paper draws the following conclusions: (1) Negative m
edia reports can actively promote the collective performance of independent dir
ectors; (2) Mechanism research shows that media reports force independent dir
ectors to actively perform their duties through reputation mechanism, administra
tive intervention mechanism and market pressure mechanism; (3) Further resear
ch shows that a sound corporate governance mechanism is the key guarantee f
or independent directors to perform their duties effectively. Based on the case,

this paper explores the influence mechanism of corporate governance and mar
ket on the performance of independent directors, re-demonstrates the important
role of independent directors in corporate governance, and also provides refere
nce for improving the selection and incentive policies for independent director
S.

Keywords: independent director; Actively perform their duties; Media

reports; corporate governance
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