
�������� ��	
���
��

Board Independence, Ownership Concentration and Corporate Performance –
Chinese Evidence

Ke Li, Lei Lu, Usha R. Mittoo, Zhou Zhang

PII: S1057-5219(15)00106-4
DOI: doi: 10.1016/j.irfa.2015.05.024
Reference: FINANA 863

To appear in: International Review of Financial Analysis

Received date: 23 December 2014
Revised date: 2 May 2015
Accepted date: 31 May 2015

Please cite this article as: Li, K., Lu, L., Mittoo, U.R. & Zhang, Z., Board Independence,
Ownership Concentration and Corporate Performance – Chinese Evidence, International
Review of Financial Analysis (2015), doi: 10.1016/j.irfa.2015.05.024

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.

http://dx.doi.org/10.1016/j.irfa.2015.05.024
http://dx.doi.org/10.1016/j.irfa.2015.05.024


AC
C

EP
TE

D
 M

AN
U

SC
R

IP
T

ACCEPTED MANUSCRIPT
 

1 

 

 

 

Board Independence, Ownership Concentration and Corporate Performance 

– Chinese Evidence* 
 

Ke Li 

Shanghai University of Finance and Economics 

rocksonlee@aliyun.com 

Lei Lu 

Peking Univeristy 

leilu@gsm.pku.edu.cn 

 

Usha R. Mittoo 

University of Manitoba 

usha.mittoo@umanitoba.ca 

Zhou Zhang 

University of Regina 

zhou.zhang@uregina.ca 

 

Abstract 

This paper exploits two sequential exogenous regulatory reforms in China (2001 board independence and 2005 share 

restructure) to study the incremental effect of the board independence on firm performance as ownership 

concentration declines. We examine this effect in the 2003-2008 period when independent directors‟ ratio was 

relatively stable but ownership concentration declined significantly among Chinese publicly listed firms. We find 

that the impact of board independence on firm performance increases as ownership concentration declines but this 

effect varies by the types of ownership. Private-controlled firms exhibit statistically and economically significant 

positive board effectiveness, whereas state-controlled firms have insignificant effects, irrespective of whether they 

are state or locally controlled. The results are robust to a battery of endogeneity checks and are stronger with market-

based (Tobin‟s Q) performance measure compared to accounting-based measure (ROA). Our results support the 

notion that high ownership concentration has a moderating influence on board effectiveness but the effect also 

depends on ownership types and the country‟s institutional environment. 
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