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Study on “Reverse Elimination” of Independent Directors
——An Empirical Evidence from Independent Advices
CHEN Rui, WANG Zhi, DUAN Cong-qing

(School of Economics and Business Administration of Huazhong Normal University, Wuhan 430079, China)

Abstract: In this paper, we do an empirical test about the “reverse elimination” of independent directors
by independent opinions of independent directors within 2005—2011 and by the change of other occupations held
by independent directors from 1 to 3 years. The study found that the phenomenon of “reverse elimination” is very
significant in the group of listed companies which was questioned by independent directors, and the turnover
probability of due diligence independent directors is higher and their successors’ independence and reputation are
lower. The human capital market of independent directors do not correct the “reverse elimination” happened in
partial listed companies but continue and enlarge the “reverse elimination” further in total A share market. The
independent director positions of other companies obtained by due diligence independent directors subsequently are
significantly lower than that of not due diligence independent directors, which shows that the Chinese independent
directors human resource market is lack of effective mechanisms of the incentive of reputation. In addition, the root
cause of “reverse elimination” of independent directors is undoubtedly the defect in system design of independent
directors that the appointment and removal of independent directors is grasped by the actual controller of listed
companies.
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