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Abstract

Forming after the transition from the “General meeting of shareholders Centralism”
towards the “Board of Directors Centralism” of American Corporation governance at
the beginning of 20™ century, and developing in the process of the general
formalization of General meeting of shareholders, the malfunction of Board of
Directors operation as well as the continuous incontrollable complexion of internal
control, the “Independent Director System { IDS ) ” emerges for the purpose to
strengthen the internal function of Board of Directors, maintain the general interest of
shareholders as well as the corporation. Although the stock right format of Chinese
public corporations is different from that of American, however Chinese public
corporations can still apply the IDS to optimize the corporation internal governance
structure and achieve the goal of maintaining the integral benefit of medium and small
shareholders and the whole corporation. As a common sense, people all know that it
will be required to overcome lots of difficulties to implement the same system under
two different legal systems. Ever since the 1990s, the whole nation has witnessed the
development of IDS in China. In 1997, China Securities Regulatory Commission
(CSRC) published the <Public Corporation Charter Guidance>and for the first time
introduced IDS into China. In 2001, CSRS published <Advice on the application of
IDS in Public Corporation>to further regulate this system. In 2006, the <Company
Law> finally established the legal status of IDS in China. Although the immediate
effect on the corporation internal governance institution cannot be felt as soon as the
introduction of IDS into China, however it can still be expected that IDS will achieve
the gradual improvement by legislation and step to the maturity stage after putting
into practice.
In China, during these thirteen years from the introduction to the development of IDS
in China, this debate in the academic world has never ceased. After all this is an
extraneous system, it is understandable that the circumstances that IDS finds itself
unaccustomed in China can happen. It is also because of the continuous thinking and
research of scholars that make IDS access to consummation step by step. Now, setting
the premise to maintain the independence of IDS and exerting the method which
combines the historical analysis with the comparison and interdisciplinary research,
the author chooses to explore and dissect the aspect concerning the relationship
among the rights, responsibilities and interests of IDS as well as other related

mechanisms to improve each system and finally realize the target to protect the
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benefit of medium and small shareholders and the whole corporation.

The thesis layout is divided into four parts: the first part explores the origin of IDS
and compares the current development in Britain, America and China. Looking back
to the history to find the essence of the IDS, the author makes a summary of the
strengths and drawbacks from the development of IDS in Britain and America and
then applies it to the current situation in China to analyze the existing issues. The
second part analyses the relevant theory in detail including the definition of IDS, the
significant meaning for China to introduce IDS, the comparison among independent
director, supervisory board and board of directors, along with the comparison of IDS
in four types of corporation governance model. The third part focuses on the analysis
of the existing circumstances as well as the weaknesses of rights, responsibilities and
interests” mechanism of IDS in China, and the most appropriate solution can be found
only after realizing the weak points with respect to the issue. The fourth part concerns
related advice regarding the rights, responsibilities and interests’ mechanism of IDS in
China, consisting of how to define the rights of independent directors in terms of
legislation, how to improve the appointment and dismissal system together with the
remuneration mechanism for independent directors, how to make sound the
information guarantee mechanism and establish the responsibility insurance
mechanism for independent directors. Although the recommendations put forward by
the author can be trivial and insignificant, however the author still hopes that it can
make a little contribution to the smooth development and continuous breakthrough of
IDS in China.
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