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Independence of Independent Directors, Related Party Sale and
Firm Value: Evidence from the China Stock Market

XU Gaoyan
(Institute of Accounting and Finance, Nanjing University, Nanjing 210093, China)

Abstract: With the release of the policy concerning independent directors’ supervision over related transaction, we find an op-
portunity to study the supervision function of independent directors based on the related transaction. Based on this, after stud-
ying the impact of the independence of independent directors on the company’s irregular related sales and firm value, we find
such enhanced independence is helpful to prevent the occurrence of the irregular related transaction. After the release of Guid-
ing Opinions on the Establishment of Independent Directors System, the irregular related sales decreases and such sales also
become “cleaner”. The restraint from the independence of independent directors on the irregular related party sale in China is
not only the direct result of the policy’s impact, but also it can promote the economic efficiency.

Key Words: irregular related party sale; independent directors; independence; firm value

.84 .



