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The Problem of Independent Director Liability
Insurance and its Solution from the Perspective of

Game Theory

Zhou Xuanrui

School of Law, Shanghai University of Political Science and Law, Shanghai

Abstract: Because the rights of shareholders in Chinese companies are too
concentrated, it is difficult to change the operating structure of companies and
shake the authority of internal controllers by introducing independent director
system only. Independent directors lack the relevant incentive mechanism and
supervision mechanism, and their weak power eventually becomes a vassal of
the controller. In order to change this situation, the supporting independent

director liability insurance may be a better path: to improve the internal
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governance of the company through the external governance mechanism,
which will not be affected by the power imbalance within the company and
maintain the independence of supervisors; It can also stimulate the company
through punishment measures and become the catalyst for the effective of
the independent director system. Game theory simplifies the operation mode
of corporate governance into a game process of multiple subjects, which can
more intuitively reflect the role of independent director liability insurance
in the operation of independent director system: Insurance companies can
form an external supervision on the performance of independent directors;
The insurance company can protect the legitimate rights and interests of
independent directors in litigation; Insurance can share certain risks with
relevant stakeholders.

Key words: Corporate governance; Independent director; Internal controller;

Liability insurance; Game theory
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