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Institutional Environment, Corporate Governance and Independent Directors

A Case Analysis Based on Yili Company
DU Xing-qiang, ZHOU Ze-jiang

(' Accounting Department, Xiamen University, Xiamen 361005, China)

Abstract: The paper first analyzes the market reaction to the event of firing independent directors in Yili and then discusses the reputa-

tion mechanism of independent directors based on the institutional environment of Chinese capital markets. Research results show that

present institutional environment and corporate governance do not support the roles of independent directors, and institutional investors do

not take a positive role in protecting minority shareholders, either, and the fixed salary system lacks efficient incentive effects. Eventual-

ly the largest shareholder probably hurts the benefits of small and medium investors for inconsistent benefits.

Key Words: independent directors; market reaction; reputation mechanism; corporate governance; institutional environment;

share split
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