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Research on Selection of Independent Directors Based on
Multi-advantages of Governance Capacity

YANG Kai, ZHAO Xi-nan, ZHOU Yan

(School of Business Administration, Northeastern University, Shenyang, Liaoning, 110167, China)

Abstract:In recent years, a large quantity of independent directors from different backgrounds has entered into listed
enterprises in China, which have acquired a lot of attention from the academia and the practice community. However, the
function of independent directors usually operates with failure, especially in Chinese situation. While the past scholars have
explored the reasons of the function in governance from plentiful of method perspectives, the experts pay more attention to
institutional factors and structural factors, but give little care about why an individual independent director usually take
responsibility ending up with failure. For this case, this paper sets a goal to analysis the reason that how an independent
director uses the priority in the board and the board of directors identify the multi advantages of independent directors.

In order to solve this problem, we conduct a relative material based on independent directors. Information is gathered
from independent directors’ talk, the newspaper, the magazines and so on, What’s more, we explored the date by the
application of three phases coding process of grounded theory, covering open coding, axial coding and selective coding, and
last but not least we developed an indicator system of governance capacity.

The results indicate that it is necessary to promote governance capacity of independent director. The independent
director groups in board of directors are key independent individuals to improve governance effect and promote governance
capacity. Based on the thought of goal programming and jingyou theory, this paper sets a fitting model of individual
advantage identification of independent director governance capacity using multi advantages perspective, which makes the
evaluation most beneficial to the evaluated in order to reflect the individual advantage of the evaluated. The method that
includes the thought of aim-oriented has been proved valid through a practical lesson. It can find out individual advantage of
independent director and provide fitting advices with an effective and easy way. It can help to improve the level of
governance capacity of independent director based on multi advantages. And employing the identified candidates is to the
benefit of playing the role.

Further discussions show that elevating the standard of governance capacity of independent director based on multi
advantages will promote board governance effectively. Aiming at the problem that the evaluation of governance capacity
exists shortcomings in identifying individual advantage, the paper puts forward a method of individual advantage
identification of independent director governance capacity and fitting model based on multi advantages according to the
distance functions, which makes the evaluation most beneficial to the independent director. At the same time, the
independent director takes advantage of individual characteristics.

Finally, the conclusion of the paper puts forward some management suggestions on how board of directors can
implement to make the independent director operate effectively, and improve the individual governance capacity. Firstly,
board of directors should improve the individual advantage diversity of their identity, and make full use of their advantages.
However, identifying the individual advantage is a hard mission. The board should provide relative resources to support
them, for example, optimizing the identifying method and regulations, reorganizing governance structure and so on.
Secondly, the listed enterprises could promote the project of selecting and training independent director simultaneously,
such as giving more attention to the newcomers.
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