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Abstract: The independent director system originated from the United States being an effective mechanism to
improve the governance quality of listed companies, has become a global consensus with the help of “compliance or
interpretation” of British corporate governance standards. However, the case of Zheng Bai Wen, Kang Mei Pharmaceutical
highlights the serious defects and malfunctions of Chinese existing independent director system. The questioning of

independent directors’ “non-independence” does not touch upon the essence of independent directors’ independence. The
extraterritorial investigation of the independence of independent directors shows that China shall localize the connotation

L3

of the independence of independent directors for the special institutional needs of the governance mechanism of listed
companies. Therefore, Chinese independent board shall realize the transformation from identity independence to functional
independence, so that the independent board system becomes an independent supervision mechanism representing the
interests of minority shareholders. In order to fulfil the aforementioned goals, China shall realize the reconstruction of
functional independence of independent directors from the specific mechanisms of appointment and removal, exercise of
power, compensation, responsibility and relief.

Key words: independent director, functional independence, supervision mechanism, corporate governance, protection of the
interests of minority shareholders
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