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Formative Mechanism of Individual Independent Directors’ Effective

Monitoring——Theory Building of Board Monitoring Effectiveness
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Abstract: In view of the current situation that board structure configuration has conformed to the overall
compliance, yet board monitoring effectiveness still can’t be improved effectively. From the micro perspective, the
paper builds the theory of board monitoring effectiveness based on individual directors’ effective monitoring.
Individual directors’ effectiveness means that individuals have high—monitoring potential. The paper constructively
introduces a new concept, i.e., independent directors’ monitoring potential, then constructs and proves the four
necessary attributes (motivation, flexible working hours, independence, a specific—domain expertise). They must be
above the threshold level simultaneously, which can ultimately form the high-monitoring potential of independent
directors. Through the match and integration of the four attributes, it can be formed the “heterogeneity” of
monitoring potential of independent directors. Only the individuals with high—monitoring potential are more likely to
exert “minority influence” at the board, by the mechanism of “modeling” and “voicing” to break the “acquiescent”
board norm that blocks effective monitoring of the board of directors, thus to form a “vigilant” norm. The vigilant
norm is beneficial to the board to identify the potential problems, thus to improve board monitoring effectiveness
that decreases the incidence rate of corporate governance failures in specific domains.

Key Words: individual independent directors; four attributes character; high —monitoring potential; board
monitoring effectiveness
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