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Totinshold,, -0.0012 0.0028 0.0219%%% 0.0211%%*
{-0.16) 032) (4.34) (399)
insurtotal -0.0305% 0.0057
1.82) 030)
indir_rate 00212 00205 0021 -0.0826%F  -0.0818%%*  -00819%*
(068) (0.66) (068) (388) (387) (3.88)
Num_,
meet 0.0009 00009 0.0009 -0.0003 -0.0003 -0.0003
(117) (117) (1.17) (-1.06) (-114) (114
Topthold ~ -00737%%*  -0.0731%** -00737%%%  0.0316%** 0.0313%%* 0.0314%%*
(-5.62) (-5.61) (-562) (3.80) (3.78) (3.81)
Topinature 0.0058 0.0059 0.0058 -0.0157*+*  -00164*+* -0.0164*¥x
115) (115) (113) (-5.88) (-617) (-6.15)
Dmboth 0.0045 0.0044 0.0043 0.0019 0.0019 0.0019
0.74) 074 072) (0.65) (0.68) 069
Lnasset -0.0200%%*  -0.0200%*%  -0.0199%**  (.0145%** 0.014p%+* 0.0146%**
(-6.80) (-6.81) (-6.79 (994) 10.02) 1001
R_fixed_
asset -0.0148 -0.0151 -0.0148 -0.0352%%%  -00355%** -0.0356%**
(-0.73) (-0.74) (-0.73) (-414) (-4.21) (-4.22)
R_asseinc  -0.0081%*  -0.0079** -0.0081#*  0.0123*** 0.0126%** 00127+
(-2.23) (219 (2.23) (7.73) {8.05) (8.04)
Leverage  -0.0321% -0.0318% -00324% -0.12g%** -0.130%xx ~0.130%##
(-1.72) (-1.70) (-173) (-13.83) (-1397) {-1397)
Industry Control Controt Control Control Control Control
Year Control Control Control Controt Control Control
Constant  0.536*** 0.536%*+ Q.535%+* -0.185%** -0.]197x#% -0.190%**
9.37) (9.33) 931 (-6.46) (-6.65) (-6.64)
Observations 4,051 4,051 4,051 4,051 4,051 4,051
R-squared  0.125 0124 0125 0341 0.345 0.345
Adj.R? 0ng 0ny 0118 0335 0.340 0.340

Robust t-statistics in parentheses
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PseudoR? 0125 01263 01287 00789 00785 0.079 Averagepart, FEAEMBIATIL PRI E R WTIEE.

Robust z-statistics in parentheses

E ¥R p<0.01, ** p<0.05, * p<0.1
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Insurance against the Responsibilities of Independent Di-
rectors, Institutional Investors and Corporate Governance
Han Qing, Wang Hua

Management School of Jinan University

Abstract Given the sample of A share listed companies (mainland
China), this article focuses on the corporate governance role of
insurance against the responsibilities of independent directors and
institutional investors. The empirical analysis shows that the insur-
ance promotes cooperation between independent directors and in-
stitutional investors, which leads to effective corporate governance
in terms of agency problems control and information disclosure
system. On one hand, the interaction between insurance for inde-
pendent directors and institutional investors functions well with re-
gard to controlling administration expense, which addresses agency
problems in a proactive way. The insurance intensifies the incentive
to control, while institutional investors provide information ana-
lytical skills in great demand. As for ROA increase, institutional
investors contribute a lot, refining the function that the insurance
alone does not work well with. On the other hand, independent di-
rectors under insurance protection with institutional investors may
improve information disclosure grading of state-owned enterprises.
The insurance reinforces independent directors’ incentive to mon-
itor disclosure information, which mitigates issues of information
asymmetric, specifically, the potential moral hazard with agency
problem. Meanwhile, outside directors have incentives to develop
reputations as experts in decision control, and institutional investors
help to bring in this working system that are considered to be an
inherent disadvantage along with state-owned enterprise. Moreover,
the interaction between the insurance and institutional investors
play an important role in discouraging the situation that CEO and
chairman of the board are taken by one person in some companies.
Since the coexistence of these two mechanisms promotes efficiency
and effectiveness of agency cost control and information disclosure
system, some advices for improvement are also presented. For ex-
ample, given critical positions taken by independent directors, sal-
ary raising seems to be a fair option. As for consideration, articles
of communication and cooperation with institutional investors are
sensibly introduced in section on due duty of insurance contract for
independent director, facilitating this well-functioned interaction.
Key Words Insurance against Responsibilities of Independent
Directors; Institutional Investors; Agency Cost; Information Disclo-

sure System
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