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Abstract 
In listed companies, directors (including independent directors and non-in- 
dependent directors, etc.) are responsible for grasping the company’s devel-
opment direction, deciding on major company matters, and supervising the 
management, so as to obtain certain remuneration from the company. There-
fore, directors’ performance and remuneration in return for their perfor-
mance will inevitably affect the corporate governance level of listed compa-
nies and thus affect performance of listed companies. This article takes the 
performance of directors of listed companies and the remuneration of direc-
tors as the entry point. From the perspectives of rights and obligations, this 
paper studies the relationship between the performance of directors, remu-
neration and company performance, in order to improve the governance level 
of directors of listed companies. Based on the data of Shenzhen and Shanghai 
A-share listed companies from 2005 to 2019, this paper analyzes the rela-
tionship between directors’ performance, remuneration and company per-
formance of Chinese listed companies. The results show that directors’ meet-
ing attendance is positively correlated with company performance; and there 
is no obvious correlation between directors’ negative opinions and company 
performance; directors’ remuneration is significantly positively correlated 
with company performance. The research in this article has positive enligh-
tenment and reference for improving the directors’ governance of listed 
companies. Finally, based on the conclusions, several countermeasures and 
suggestions are proposed to improve the governance of directors: further cla-
rify the responsibilities of directors to avoid confusion and overlap with 
management responsibilities; give full play to the supervisory function of di-
rectors to management, especially pay attention to the supervisory duties of 
non-independent directors or internal directors; the remuneration of direc-
tors should be more reasonable, and the remuneration should be determined 
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according to the requirements and performance of directors’ duties; improve 
the evaluation and assessment mechanism of directors, pay more attention to 
the qualifications and ability of directors. 
 

Keywords 
Directors’ Performance, Directors’ Responsibility, Directors’ Remuneration, 
Corporate Performance 

 

1. Introduction 

Directors, that are members of the board of directors, are senior managers who 
act for shareholders to supervise or control company affairs. Historically, the 
duties of directors have undergone a process of development and evolution. Be-
fore the 1870s and 1880s, in the early joint-stock companies, directors were 
those who represented shareholders to manage and supervise the operation of 
the company. The special decree passed by the British Parliament in 1844 clearly 
stated that the director is the person who directs, handles and supervises the af-
fairs of the company. After this until the Second World War, in the United 
Kingdom and the United States and other countries, the board of directors gen-
erally had a dual function, that is, on the one hand to engage in business man-
agement, on the other hand to bear the responsibility of supervising senior 
managers. Correspondingly, directors have a dual role, management and super-
vision. After the Second World War, the management function of the board of 
directors gradually faded and became a leading and supervisory agency. Espe-
cially after the 1960s, with the establishment of the CEO system, the company’s 
operation and management affairs are in charge of the management team head-
ed by the CEO, and the board of directors mainly leads the company and super-
vises the CEO and its management team (Machold & Farquhar, 2013). Since the 
1990s, the legislation of various countries has also abandoned the position of the 
board of directors as a universal organ, and the laws have positioned it as the 
controlling organ to lead and supervise the company (Zhang, 2007). In this case, 
the role of directors has also changed, and they have mainly become leaders and 
supervisors rather than managers. In different countries, directors are divided 
into independent directors and non-independent directors, executive directors 
and non-executive directors, internal directors and external directors, but no mat-
ter what type of directors, they are responsible for leading the company and super-
vising the management. Trick (1997) believes that all directors have the same re-
sponsibilities, no matter whether they are executive directors or non-executive di-
rectors. No matter whether it is an individual director or a group of directors, it 
is the responsibility to ensure that the company is properly managed, abides by 
laws and regulations, and is in the interests of shareholders. Jonathan Chakham 
(2006) also pointed out that the “Company Law” does not require directors to 
become managers, but only requires directors to understand whether the com-
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pany’s management is appropriate. In his view, legally speaking, there is only 
one type of director. And all directors are equal. Both “non-executive directors” 
and “executive directors” have the responsibility of supervising the management. 

In the operation and management of listed companies, there is a very com-
mon problem: people often emphasize the supervisory function of independent 
directors over the management too much, while neglecting the supervisory func-
tion of directors as a whole. Most laws believe that directors have two responsi-
bilities in managing company affairs and performing company business, namely, 
loyalty and care. Therefore, in essence, whether they are independent directors 
or non-independent directors, internal directors or outside directors, executive 
directors or non-executive directors, they are all actors that supervise and con-
strain the management, and they all need to perform their duties to the man-
agement. And this is precisely the point ignored by listed companies. 

The research of this article mainly starts from the following six aspects. The 
first part introduces the background of the article research; the second part re-
views the relevant literature; the third part puts forward relevant hypotheses 
based on theoretical analysis; the fourth part designs the empirical research; the 
fifth part reports the regression results; the sixth part draws the conclusion of the 
article based on the analysis of the full text, and gives relevant suggestions. 

2. Literature Review 
2.1. Directors’ Performance and Company Performance 

Jonathan Chakham (2006) believed that in developed countries such as Britain, 
France and the United States, directors generally do not perform their duties ef-
fectively, so that the board of directors cannot effectively supervise and restrain 
the management. Zhang and Ling (2010) believed that independent directors 
who have both theoretical knowledge and rich practical experience can effec-
tively perform their duties and play a very important role in the development of 
the company. Ye, Zhu and Lu (2011) believed that the market value of compa-
nies is higher when the independent directors’ put forward negative opinions on 
board meeting proposals. Pugliese, Nicholson, and Bezemer (2015) believed that 
the interaction between directors can improve the efficiency of the board of di-
rectors, thereby improving company performance. Wang and Bao (2014) be-
lieved that the average attendance rate of independent directors is positively re-
lated to company performance. Zhou, Luo, and Zhang (2016) believed that in-
creasing the number of independent directors participating in meetings will help 
improve supervision efficiency and improve company performance. Jiang et al. 
(2016) believed that directors questioned the company’s proposals and actively 
performed their supervisory functions, which can improve corporate governance 
and thereby enhance company performance. Zhou, Wang, and Zhang (2018) 
studied the relationship between the effectiveness of independent directors’ per-
formance of duties and company performance. They believed that the informa-
tion provided by the secretary of the board of directors can promote the effec-
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tiveness of independent directors’ performance of duties, and that the effective-
ness of independent directors’ performance of duties can improve the company 
performance. Sun (2019) used independent directors’ performance as a mod-
erator to study the impact of corporate governance on company performance, 
and believed that independent directors’ performance has a positive effect on the 
impact of corporate governance on company performance. 

2.2. Directors’ Remuneration and Company Performance 

There are two views of “irrelevant” and “relevant” on this issue. First look at “ir-
relevance theory”. Yang and Gao (2009) believed that there is a widespread lack 
of director incentives in Chinese listed companies, and directors’ remuneration 
has no significant impact on company performance. Zhou, Zhou, Qu, and Sun 
(2010) believed that there is no correlation between directors’ remuneration and 
company performance. Wu and Lan (2009) believed that the remuneration of 
independent directors is not related to company performance. Second, look at 
the “relevance theory”. Han (2015) believed that directors’ remuneration has a 
significant positive impact on company performance. Regarding the relationship 
between independent directors’ remuneration and company performance, aca-
demia has done a lot of research, and most of them believe that there is a posi-
tive correlation between independent directors’ remuneration and company 
performance. For example, Li & Sun (2007), Gao, Luo and Zhang (2007), Lin & 
Jin (2009), Zhang (2014), and Li (2017) all believed that there is a positive corre-
lation between independent directors’ remuneration and company performance.  

It can be seen that the academia has done a lot of research on related issues, 
but these studies are mainly carried out from the perspective of independent di-
rectors, and cannot be equated to the analysis of the group of directors. The re-
search on the responsibilities, remuneration, and functions of independent di-
rectors cannot replace the analysis on the responsibilities, remuneration, and 
functions of director groups including independent directors and non-independent 
directors. In fact, in director governance, non-independent directors also play an 
important role in leading the company and supervising the management, and 
this role has not been fully revealed in the existing research. Compared with the 
current research, the main contribution of this article is to examine directors 
(including independent directors and non-independent directors) as a group, 
analyze the relationship between directors’ performance, remuneration and 
company performance, and reveal the directors’ role in corporate governance. 

3. Theoretical Analysis and Research Hypothesis 

Directors perform their duties, such as deciding the company’s major policies 
and major issues, and supervising management, they are basically carried out 
through the directors’ participation in board meetings. Therefore, the number of 
directors’ participation in meetings can be used to evaluate the performance of 
directors indirectly. Generally speaking, the attendance rate of directors can re-
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flect their work status and effort. In theory, the more directors attend board 
meetings, the higher their attendance rate will be, their leadership and supervi-
sory functions will be better, and the company’s performance will be better. 

The proposals that were reviewed and decided at the board meetings involved 
major issues such as the company’s developing plan, investment plan, budget 
and final accounts plan, profit distribution, the establishment of management 
institutions, and the appointment and removal of important personnel. At the 
board meeting, the directors shall express their opinions and vote on the pro-
posals of the board meeting. Board meeting proposals are generally proposed by 
the management or management department. When the management or man-
agement department is drafting and proposing board meeting proposals, they 
often consider short-term gains and losses or their own interests. Therefore, di-
rectors put forward negative opinions on board meeting proposals (negative 
opinions include reservations, opposing views and objections, same below), 
which means that it can effectively perform its supervisory duties to the man-
agement, thereby improving company performance. 

Generally speaking, if the director’s remuneration is too low, it will affect the 
enthusiasm of the directors, making them unwilling to supervise the manage-
ment effectively, thereby reducing the company’s performance. If the director’s 
remuneration is too high, it will affect their independence, and making directors 
unable to effectively supervise the management, thereby reducing company per-
formance. Therefore, the setting of directors’ remuneration must be reasonably. 
Within a range of remuneration, the higher the director’s remuneration, the 
greater the incentive he receives. Under the higher remuneration incentive, the 
directors will actively perform its supervisory function, thereby improving com-
pany performance. 

Accordingly, this article puts forward: 
Hypothesis 1: The higher the director’s meeting attendance, the better the 

company’s performance. 
Hypothesis 2: When the directors put forward negative opinions on the board 

meeting, the company’s performance will be better. 
Hypothesis 3: Directors’ remuneration has a positive impact on company 

performance. 
This article mainly uses the coefficients of various variables in the regression 

model (directors’ meeting attendance, whether the directors have negative opi-
nions on the board meeting proposals, and directors’ remuneration) to verify the 
above three hypotheses. If the coefficient is significant, the hypothesis is verified, 
otherwise, the hypothesis is invalid. 

4. Research Design 
4.1. Sample Source and Selection 

This paper selects the data of Shenzhen and Shanghai A-share listed companies 
from 2005 to 2019 for research. The data mainly comes from the CSMAR data-
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base, supplemented by the annual reports of listed companies disclosed by the 
Shanghai Stock Exchange and Shenzhen Stock Exchange. The measurement soft-
ware used is mainly Stata14. 

In order to ensure the validity of the data, the data is screened and processed 
according to the following steps: 1) Eliminate financial and insurance listed 
companies; 2) Eliminate listed companies processed by ST; 3) Eliminate missing 
data and outliers; 4) According to the annual report of the listed company, sup-
plement the information on the number of directors’ participation in board 
meetings, and manually check the director’s remuneration information. Finally, 
3624 qualified valid sample data, 32,899 company-year observations, and 195,272 
company-year-director observations were obtained. 

4.2. Variable Selection and Definition 

This article examines the relationship between directors’ performance, remune-
ration and company performance. The return on total assets is used to reflect the 
performance of the company, the attendance rate of directors and whether they 
have issued a negative opinion on the board meeting is used to reflect the per-
formance of the directors, and the natural logarithm of the director’s personal 
remuneration is used to reflect the level of compensation. The control variables 
are company governance level, company size, debt level and fixed asset ratio (see 
Table 1). At the same time, this article also controls the dummy variables of in-
dustry and year. Considering that the two variables (Salary and Size) are quite 
different internally, in order to make the data relatively stable and eliminate the 
influence of heteroscedasticity, this paper takes the logarithm of these two va-
riables. 

4.3. Measurement of Company Governance 

There are many variables to measure the governance level of listed companies, 
and they are generally related. Putting these variables together to do regression 
will cause serious multicollinearity. Therefore, this article selects 13 variables 
from the internal governance and external governance levels (see Table 2) to  
 
Table 1. Definition of main variables. 

Variables name Variables definitions 

ROA (Total profit plus financial expenses) divided by total average assets 

Attend 
Number of directors attending board meetings in person divided by number of 
board meetings 

Opinion The negative opinion of the directors on the board meeting is 1, otherwise it is 0 

Salary Natural logarithm of director’s personal remuneration 

G Comprehensive governance level of listed companies 

Size Natural logarithm of listed company’s total assets 

Debt Total liabilities divided by total assets 

Fixed Net fixed assets divided by total assets 

https://doi.org/10.4236/ib.2020.124009


J. Zhou, R. X. Bu 
 

 

DOI: 10.4236/ib.2020.124009 133 iBusiness 
 

Table 2. Corporate governance indicators. 

Variable name Variable definition 

Meeting Number of board meetings held annually 

Board Number of Board of Directors 

Board shareholding ratio 
Number of company shares held by the board of directors 
divided by total number of company shares 

Proportion of independent directors 
Number of independent directors divided by total number 
of directors 

CEO 
The combination of chairman and general manager is 1, 
otherwise 0 

Number of special committees Number of committees under the board of directors 

Executive compensation 
The natural logarithm of the total remuneration of the top 
three executives 

Share Proportion of the largest shareholder 

Z index 
Proportion of the largest shareholder divided by proportion 
of the second largest shareholder 

Cstr2_10 
Sum of the square of the second to tenth largest  
shareholder’s shareholding ratio 

State holding State-owned holding is 0, otherwise 1 

Parent Has a parent company of 0, otherwise 1 

Market Listed in other markets is 1, otherwise 0 

 
study the level of company governance, using principal component analysis to 
construct a G index to reflect the comprehensive governance level of listed com-
panies. 

4.4. Research Methods and Model Design 

This article mainly adopts empirical analysis method to study the influence of 
directors’ performance and remuneration on company performance. Based on 
the data of Shenzhen and Shanghai A-share listed companies from 2005 to 2019, 
this paper conducts an empirical analysis of the influence of directors’ perfor-
mance and remuneration on company performance in China’s listed companies, 
trying to illustrate the role of directors as a group in company governance. 

Taking into account the influence of the year and industry on the model esti-
mation, this paper controls the year and industry and establishes the following 
regression model (where i represents the company, j represents the director, and 
t represents the year): 

0 1 2 3

4 5 6 7

ROA Attend Opinion Salary

G Size Debt Fixed
ijt ijt ijt ijt

ijt ijt ijt ijt

a a a a

a a a a

= + + +

+ + + + + ε
 

5. Empirical Results and Analysis 
5.1. Descriptive Statistics 

It can be seen that the average return on total assets of listed companies in China 
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is 0.008, the median is 0.007, the minimum is −16.669, and the maximum is 
4.412. There is a big difference. This is closely related with company size, debt 
level, fixed asset ratio and company governance status. The average attendance 
rate of directors at meetings is 0.895, the median is 1, the maximum is 1, and the 
minimum is 0, indicating that the directors of listed companies are still relatively 
active in participating in board meetings. The average value of whether or not 
directors put forward negative opinions on board meeting proposals is 0.006, in-
dicating that directors of listed companies are not happy to give negative opi-
nions on board meeting proposals, and 6 out of every 1000 directors may give 
negative opinions. The average director’s remuneration is 6.494, the median is 
10.309 (about 30,000 yuan), the minimum is 0, and the maximum is 15.425 
(about 5,000,000 yuan). The difference is large (see Table 3). 

5.2. Correlation Analysis 

Correlation test show that company performance is positively correlated with 
directors’ meeting attendance rate, and is significant at the level of 0.1%. Com-
pany performance is positively correlated with directors’ remuneration, which is 
significant at 1% level. Whether the directors put forward negative opinions on 
the board meeting has no obvious correlation with company performance, this is 
due to the coefficient of Opinion is not significant (see Table 4). 
 
Table 3. Descriptive statistics. 

Variable name Number of samples Average Median Standard deviation Minimum Maximum 

ROA 195,003 0.008 0.007 0.100 −16.669 4.412 

Attend 195,272 0.895 1.000 0.219 0.000 1.000 

Opinion 195,272 0.006 0.000 0.075 0.000 1.000 

Salary 195,272 6.494 10.309 5.347 0.000 15.425 

G 194,394 −0.000 −0.024 0.341 −2.498 1.455 

Size 195,254 22.083 21.910 1.428 10.842 28.636 

Debt 195,254 0.521 0.454 4.716 −0.195 877.256 

Fixed 195,254 0.243 0.204 0.183 0.000 0.971 

 
Table 4. Person correlation coefficient table. 

 ROA Attend Opinion Salary G Size Debt Fixed 

ROA 1.000        

Attend 0.012*** 1.000       

Opinion −0.000 −0.003 1.000      

Salary 0.007** −0.111*** 0.055*** 1.000     

G 0.046*** −0.031*** −0.034*** 0.155*** 1.000    

Size 0.066*** 0.010*** −0.034*** −0.032*** 0.080*** 1.000   

Debt −0.901*** −0.010*** 0.006** −0.004 −0.045*** −0.056*** 1.000  

Fixed 0.002 0.011*** 0.014*** −0.062*** −0.244*** 0.109*** −0.004 1.000 

Note: * means significant at the 5% level, ** means significant at the 1% level, and *** means significant at 
the 0.1% level. 
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5.3. Regression Analysis 

The regression showed that the regression equation passed the F test at a signi-
ficance level of 0.1%, and the model goodness of fit reached 81.34%, indicating 
that the model has strong explanatory power (see Table 5). Attend’s coefficient 
is significantly positive at the 0.1% level, indicating that the director’s meeting 
attendance is positively correlated with company performance, that is, the higher 
the director’s meeting attendance, the better the company’s performance. The 
coefficient of Opinion is not significant, indicating that whether the directors 
put forward negative opinions on the board meeting has no obvious correlation 
with company performance. Salary’s coefficient is significantly positive at the 
level of 5%, indicating that directors’ remuneration is positively related to com-
pany performance, that is, the higher the director’s remuneration, the better the 
company’s performance. 

5.4. Robustness Test 
5.4.1. Endogenous Problems 
Considering that there is a reverse causal relationship between directors’ per-
formance and directors’ compensation, there may be endogenous problems in 
the model. This article uses the number of annual board meetings as an instru-
mental variable for the attendance rate of the board meeting. Whether the di-
rectors put forward negative opinions on the board meeting for a period of time 
is used as an instrumental variable for whether the directors put forward nega-
tive opinions on the board meeting. And the company’s industry is used as an 
instrumental variable for directors’ remuneration. The model is re-estimated 
using the GMM method. Through analysis, it is found that after controlling en-
dogeneity, the conclusion of this paper is still robust (see Table 6). 
 
Table 5. The impact of directors’ performance and remuneration on company perfor-
mance. 

Explained variable: ROA Coefficient t value P value 

Attend 0.001*** 3.62 0.000 

Opinion 0.003 1.11 0.268 

Salary 0.000* 2.43 0.015 

G 0.005*** 13.82 0.000 

Size 0.002*** 5.41 0.000 

Debt −0.020*** −44.80 0.000 

Fixed −0.005*** −11.04 0.000 

constant −0.019*** −2.84 0.005 

Industry Control 

Year Control 

R2 0.8134 

F 3582.33 

Note: *, **, *** mean significant at the level of 10%, 5%, and 1%. The t value under the robust standard er-
ror of heteroscedasticity. 
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Table 6. The influence of directors’ performance and remuneration on company perfor-
mance (control endogenousness). 

Explained variable: ROA 

Instrumental variable Meeting L.Opinion Industry 

Attend 0.070*** (11.71) 0.002*** (4.00) 0.075*** (4.41) 

Opinion 0.003 (0.91) 0.084 (1.55) −1.112*** (−4.18) 

Salary 0.000*** (9.76) −0.000 (−1.11) 0.028*** (4.36) 

G 0.005** (14.04) 0.005*** (11.35) −0.067*** (−4.05) 

Size 0.002*** (5.11) 0.002*** (6.07) 0.005*** (5.20) 

Debt −0.019*** (−44.97) −0.018*** (−13.65) −0.019*** (−44.56) 

Fixed −0.005* (−9.96) −0.006*** (−12.11) 0.015*** (3.31) 

constant −0.081*** (−7.24) −0.030*** (−4.91) −0.367*** (−4.42) 

Industry Control Control Not control 

Year Control Control Control 

R2 0.7910 0.6104 —— 

Note: *, **, *** mean significant at the level of 10%, 5%, and 1%. The z value under the robust standard er-
ror of heteroscedasticity is in parentheses. 

5.4.2. Other Robustness Tests 
Replace the explained variable and use earnings per share as a substitute indica-
tor of return on total assets to measure company performance; replace the ex-
planatory variable, taking into account the directors’ personal participation in 
board meetings and entrusted attendance at board meetings, and reconstruct the 
director’s meeting attendance index. Retest the hypothesis of this article with 
new explanatory variables and explanatory variables, and the empirical results 
are similar to the above. 

6. Conclusion and Recommendations 
6.1. Research Conclusion 

This article uses the data of Shenzhen & Shanghai A-share listed companies 
from 2005 to 2019 as a sample to explore the correlation between directors’ per-
formance, remuneration and company performance. The research shows that: 1) 
Directors’ meeting attendance is positively correlated with company perfor-
mance, that is, the higher the director’s meeting attendance, the better the com-
pany’s performance. 2) There is no obvious correlation between whether the di-
rectors give negative opinions and the company’s performance. 3) Directors’ 
remuneration is significantly positively correlated with company performance, 
that is, the higher the director’s remuneration, the better the company’s perfor-
mance. Higher director remuneration can help mobilize directors’ enthusiasm 
for work, prompt them to perform their supervisory functions more actively, 
improve company governance, and thereby improve company performance. 

6.2. Research Recommendations 

Through the above analysis, this article puts forward the following countermea-
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sures and suggestions to improve director governance. 

6.2.1. Further Clarify the Role of Directors 
According to the “Company Law” of the People’s Republic of China, directors 
are persons who have actual power and authority to manage company affairs. 
But from a practical point of view, in a listed company, management is respon-
sible for management affairs. The responsibility of directors is not to engage in 
management, but to lead and control the company, determine the development 
direction of the company, and supervise the management. In practice, people 
often think that directors also need to manage specific company affairs, which 
will inevitably lead to confusion and overlap with management responsibilities, 
and it is not conducive to the leadership and supervision of directors. 

6.2.2. Effectively Play the Supervisory Role of Directors over  
Management 

In listed companies, independent directors are not the only supervisors, in fact 
all directors are supervisors. At present, the supervision duties of independent 
directors are more emphasized in listed companies, while the supervision duties 
of non-independent directors or internal directors are ignored. 

6.2.3. Determine the Remuneration Level of Directors According to  
Their Duties and Performance 

In listed companies, the regulations on the remuneration of independent direc-
tors are relatively clear, mainly determined by the remuneration committee based 
on the industry and the level of regional economic development. However, the 
regulations on the remuneration of non-independent directors or internal di-
rectors are not clear. At present, listed companies generally do not provide sep-
arate meeting allowances to non-independent directors or internal directors, and 
often confuse meeting allowances with annual remuneration. Therefore, it is neces-
sary to clarify the remuneration standards of non-independent directors or internal 
directors, such as paying regular participation allowances for non-independent 
directors or internal directors on a monthly basis or the number of meetings. 

6.2.4. Improve Director Appraisal and Assessment Mechanism 
The selection and evaluation of directors shall focus on their ability to perform 
their duties and performance of their duties. For directors who have not per-
formed corresponding duties and obligations, measures shall be taken to prevent 
them from receiving corresponding remuneration and other returns. At the 
same time, for directors’ violation of professional ethics or laws, economic sanc-
tions and legal consequences should be imposed. Adopt performance evaluation 
and appraisal system to form healthy competition among directors and encour-
age them to better serve the company. 

6.3. Research Limitations 

Since the degree of competition in the product market cannot be accurately 
measured by data, this article did not take this external governance indicator in-
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to consideration when constructing the corporate governance G index. 
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