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Loyalty and Capture of Independent Directors in Shareholder Protection

LIU Cheng
( National Academy of Economic Strategy, Chinese Academy of Social Sciences, Beijing 100028, China)

Abstract: The understanding of independent directors can not be limited to monetary gains and family relationships, and there are two

main factors affecting their behavior: reputation and social relationships. By using China’s listed companies in small and medium enter-

prise board from 2007 to 2010, this paper demonstrates that; 1) The social relationships between independent directors and large

shareholders will lead to the capture of independent directors; 2) Reputation will promote the loyalty of independent directors; 3) Rep-

utation will reduce the degree of capture, and independent directors will capture large shareholders when the reputation is high enough.

Therefore, we should give full consideration to directors” social factors, reduce the relationships between directors and large shareholde-

rs, and increase the reputation of directors.

Key Words: Independent directors; Shareholder protection; Loyalty; Capture

B,

.
N

3

4
J
X«

- 50 -



