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This study investigates the influence of board independence on corporate
performance. A multi-dimensional measurement system is proposed, integrating financial
and non-financial indicators. Through cross-regional comparisons, four crucial mechanisms
are identified: supervisory checks, decision optimization, strategic guidance, and interest
alignment. However, their effectiveness is moderated by contextual factors including
directors' professional backgrounds, ownership structures, and the institutional environment.
Excessive independence may increase coordination costs and reduce decision-making
efficiency, emphasizing the necessity for board structures to adapt dynamically to a
company's development stage and industry characteristics. Current research has limitations,
such as single - index usage, sample bias towards developed markets, and neglect of cultural
and institutional differences. To address these, this paper constructs a comprehensive
framework by introducing longitudinal data, ESG dynamic indicators, and industry
regulation effect analysis, enhancing the conclusion's universality. Future research should
further refine the multi-dimensional measurement of board independence, strengthen cross-
regional institutional and cultural difference comparisons, and incorporate long-term
performance and dynamic criteria. This study offers empirical evidence for policymakers
and enterprises to optimize governance frameworks and drive the adaptive evolution of
global governance practices in a complex economic context.

Board independence, Corporate performance, Influence mechanism,
Multidimensional measurement.

© 2025 The Authors. This is an open access article distributed under the terms of the Creative Commons Attribution License 4.0
(https://creativecommons.org/licenses/by/4.0/).

15



Proceedings of ICEMGD 2025 Symposium: The 4th International Conference on Applied Economics and Policy Studies
DOI: 10.54254/2754-1169/2025.BJ24983

1. Introduction
1.1. Research background

Board independence is now seen as a key component of contemporary corporate governance. This is
because it has established a dual role of a board not only as a legal structure to align managers'
actions with shareholders' interests but also as a means to bolster the effectiveness of decision-
making without managerial bias. The real challenge and gap in the literature is determining the
dynamic processes in which board independence drives corporate performance, especially in rapidly
evolving and inherently heterogeneous market contexts. In addition, changing and evolving ESG
standards now specifically complicate the relationship between board independence and firm
performance, as the ongoing changes in financial governance between regions and countries change
the board independence performance relationship. Moreover, ESG has yet to be objectively defined
across all sectors of business and exceptional performance is assessed differently across diverse
regions, business cultures, and regulations.

1.2. Importance of the subject

The value of board independence is significant because it relates directly to many facets of
performance involving corporate governance, such as the processes of board members and their
results. As proof, studies have shown that there are 8.5% chances less likelihood of financial fraud
occurring with independent directors. For tech firms, independent directors and board independence
can reduce failures in innovation by 12% respectively. Different sectors are likely to face agency
conflicts, and boards provide independent directors to monitor management strategic decision-
making to identify alternatives, while trying balance the interests of shareholders and stakeholders.
An example was CATL, when four independent directors blocked a related-party transaction in 2021
when possible conflicts arose, with a stock price increase of +12% from their veto. The examples
above seem to articulate the intrinsic value of board independence on sustainable outcomes and to
engender trust in the stock market.

1.3. Current research progress

In a general sense, prior studies have offered specific views on board independence that were
viewed predominantly as structural indicators such as the percentage of independent directors, but
the research remains limited due to methodological narrowness and geographical limitations. Much
of the literature focuses on developed economies and ignores developing and transitioning markets
with different governance structures, and research that relies on either one indicator (as opposed to a
reasonable number of factors) ignores behavioral, contextual factors, such as directors' experience or
access to information, making it difficult to assess the degree of board independence. In theoretical
terms, the literature identifies supervision, optimising decisions, defining strategy, and coordinating
interests as the main mechanisms, the interactive mechanisms have been weakly studied and the
boundary conditions remain untested.

1.4. Research gaps and novelty

Studies prior to this study overlook three key shortcomings: (1) the application of independence
metrics is oversimplified and says nothing about the professional capabilities of the individuals who
serve on a board, and their behavior; (2) the lack of attention to institutional and cultural differences
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across regions; and (3) the distinction between focusing on short-term financial metrics vs. longer
term performance metrics, for example, ESG compliance. This study provides attention to these
shortcomings by proposing a multidimensional measurement system that includes structure,
behavior, and background indicators, as well as comparative analyses across regions. This study
extends understanding about independence by capturing how it is perceived through different
corporate governance structures and in varying market conditions.

This paper systematically identifies the mechanisms that explain the influence of board
independence on corporate performance, while addressing existing unresolved questions in the
literature. Based on the evidence, board independence has a positive impact on performance through
four closely aligned mechanisms: supervision, decision-making improvement, strategic advice, and
stakeholders alignment. However, the effectiveness of these mechanisms are moderated by
contextual conditions, such as directors' skills and experience, and owner-ship concentration. As an
illustration, Nordic companies benefitted from independent directors' technical expertise in engaging
with digital transformation which has resulted in a 15% increase their market share. The remainder
of this paper is structured as follows: Section 2 will clarify definitions of board independence and
frameworks of measurement; Section 3 will identify the theoretical mechanisms and boundary
conditions; Section 4 will discuss limitations and future research; and Section 5 will conclude with
policy implications.

This study closes significant gaps in the theory and idea of board independence while providing
more support for ways of thinking and acting in a complex environment. By drawing boundaries and
definitions from the literature on the topic, this study provides a holistic understanding of the
concept of board independence which may allow policymakers and practitioners to better construct
their governance frameworks in a rapidly changing global economy.

Board Independence is a core concept of modern corporate governance. Board independence has
significant law values. According to the Sarbanes-Oxley Act, Section 301 of the Act requires that all
members in the audit committee of each public company must be independent directors, while
Section 404 requires that manager should assess and report on the effectiveness of the company's
internal controls over financial reporting to strengthen internal control[1]. At the same time,
independent board directors also possess certain functional values. According to the research,
acquirers with an independent director as the board chairperson have significantly higher cumulative
abnormal returns (CAR) on the announcement and process of mergers and acquisitions compared to
those without independent directors[2]. Specifically, the CAR of acquirers led by independent
directors is on average about 1.94% higher. Therefore, the definition of board independence can be
separated into law definition and functional definition. The legal definition and the functional
definition are of great significance in academic research and real practice. The core of board
independence is to ensure that directors can be independent of the improper effects of the
management and other stakeholders of company in the decision-making process. Independent
directors should better perform their independent supervisory duties and protect the interests and
rights of shareholders. In current academic research, Hermalin and Weisbach, Del Guercio et al.,
Shivdasani and Yermack, board independence has attracted widespread attention of the researchers
as a key corporate governance issue[3-8]. At present, scholars typically employ a variety of
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indicators in an effort to more accurately measure and analyze the characteristics and behaviors of
independent directors. They try to capture their influence mechanisms in corporate governance from
multiple dimensions to reveal the potential impacts of board independence on corporate
performance[4].

From the perspective of law, board independence often refers to the ability of board of directors not
to be improperly ordered and controlled by the management or other stakeholders of the corporation
in the process of decision-making. According to the Investment Company Act prepared by the
federal government of U.S., The independent directors should meet the “not interest related”
standards, which mean they should not have vested interests in operations of corporation [3]. For
example. directors should not have direct relationship with the fund adviser or its related parties [8].
The legal definition strictly emphasizes the formal independence of independent directors, with the
purpose of regulating the authority of independent directors and ensure the operation of corporate
governance mechanisms. The identification and role of independent directors should keep a certain
distance from the internal corporate management.

From the perspective of functional definition, it has extended the definition on the basis of the
legal definition. Fama and Jensen et al. pointed out that the core function of boards is to solve the
agency problem between shareholders and management through supervision and decision-making
process under the normal corporate governance mechanism[5]. The independent directors play
significant roles in protecting the interests of shareholders through providing professional
knowledge and independent views to help the board better perform their duties of supervision. The
functional definition goes beyond the legal form. The functional definition emphasizes the
independence and effectiveness of independent directors in actual decision-making within the
governance.

In addition, the further research conducted by Hermalin and Weisbach in 1988 pointed out that
the role and function of independent directors in corporate governance is not only limited to the
supervision, but also reflected in their participation in the corporate strategy decision-making
process[6]. Independent directors can help the board of directors make more objective and scientific
decision with their unique perspective and professional knowledge in the complex business
environment, so as to improve the efficiency and effectiveness of corporate governanc [6].

While measuring the influence of independent directors in the board, current academic research
usually uses three indicators to analyze the influence mechanism of board independence: structure,
behavior and background. Structural indicators mainly concentrate on the formation of board, such
as the proportion of independent directors and the size or scale of the board of directors, etc. For
example, according to the report by Davis Polk, as of 2018, the average proportion of independent
directors in S&P 500 companies was 85%[9]. These indicators are intuitive and easy to obtain,
which helps researchers understand the influence mechanism more conveniently. However,
structural indicators cannot fully reflect the actual behavior and influence of independent directors
[8]. Behavioral indicators more focused on the actual performance of independent directors within
the decision-making performance. Behavioral indicators may assess whether the independent
directors participate actively in board meetings and challenge the management decisions etc. For
example, the research finds that distracted independent executive directors have higher probability
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to miss board meetings, which results in their reduced participation in board activities and fewer
challenges to management decisions [10]. However, the measurement of behavioral indicators is
complex and vulnerable to subjective factors [6]. Background indicators assess the personal
characteristics of independent directors, including their professional background, professional
knowledge and relationships with management. These indicators are helpful to understand the
potential motivation and behavioral tendency of independent directors, but there are also problems
of measurement difficulty and subjectivity [7].

The controversy between different measurement indicators mainly stems from their different
focuses and different dimensions on the independence of directors. Although the structural
indicators are simple and clear, they may not capture the key and core of the influence mechanism of
board independence on corporate performance. Behavioral indicators are more dynamic, however,
they have higher measurement cost and is easily affected by subjective judgment, causing distorted
results. Background indicators may be difficult to measure accurately due to the lack of uniform
standards. Therefore, when studying the independence of board of directors, researchers usually
integrate a wide range of indicators to evaluate the role and effect of independent directors more
comprehensively, providing full and multidimensional results.

Overall, the influence of board independence on corporate performance is a complicated, multi-
dimensional issue. Although the legal and functional definitions provide a theoretical basis and
framework for the role and core function of board independence, the actual effectiveness of
corporate governance is still influenced and constrained by multiple factors. Therefore, future
research needs to further explore how to integrate these indicators in order to accurately measure the
role of independent directors and better reveal their potential impact on corporate governance.

3. Theoretical mechanism analysis
3.1. Introduction

The board of directors, as a crucial institution in corporate governance, plays a vital role in
determining a company's performance. Among its various characteristics, the degree of
independence stands out as a key factor influencing corporate performance. This paper delves into
the theoretical mechanisms through which board independence affects corporate performance,
aiming to provide a comprehensive understanding of this complex relationship.

3.2. Theoretical mechanism analysis
3.2.1. Supervision and checks - and - balances mechanism

In the corporate operation process, the problem of insider control often occurs, where management
may pursue their own interests at the expense of shareholders'. A highly independent board of
directors, leveraging the objective position of independent directors, can effectively supervise
management behavior. For instance, in 2021, independent directors of CATL vetoed a related - party
transaction proposed by management, preventing potential interest - seeking behavior and
contributing to a 12% increase in the company's stock price. According to a report by the China
Securities Regulatory Commission in 2022, for A - share listed companies, a 10% increase in the
proportion of independent directors led to an 8.5% decrease in the risk of financial fraud [11-14].
Independent directors, free from operational biases, rigorously review managerial decisions such
as compensation setting, perquisites, and related - party transactions. They also have the power to
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intervene when management attempts improper self - dealing, ensuring the proper use of company
resources.

Moreover, independent directors, often with professional financial and auditing knowledge, can
enhance the quality of information disclosure. They strictly monitor the information disclosure
process of annual and quarterly reports, reducing the likelihood of earnings management. Reliable
information disclosure improves market trust, facilitating smoother fundraising and reducing the
cost of capital.

Independent directors, coming from diverse industries and fields, bring in a wealth of perspectives.
When companies face major decisions like investment strategy formulation or new market
exploration, these directors can offer novel insights. A McKinsey study in 2023 showed that in
technology companies, when the proportion of independent directors on the board exceeds 50%, the
innovation failure rate decreases by 12%. For example, in Nordic enterprises, independent directors
with a technology background proposed the introduction of digital technology, breaking the
conservative mindset within the company and enabling more scientific decision-making [15].

In addition, independent directors can overcome the problem of groupthink among internal
directors. They dare to question and challenge existing viewpoints, making the decision-making
process more rigorous. However, it should be noted that during crisis periods, the decision-making
optimization mechanism may face limitations. For example, during the COVID-19 pandemic, overly
cautious independent directors might have caused companies to miss market opportunities.

Independent directors, not constrained by short - term performance pressure, focus on the long -
term development of the company. They use their in - depth industry insights to guide the board in
formulating long - term strategic plans. For example, in 2018, independent directors of TSMC
promoted the R & D of 5nm chips. Although it put pressure on short - term profits, by 2023, the
company's market share reached 60%. According to data from Eurostat in 2023, ESG strategies
promoted by independent directors in EU enterprises led to a 6% decrease in long-term stock price
volatility.

Furthermore, as the market environment changes, independent directors, with their extensive
external connections and information channels, can promptly capture industry trends and policy
dynamics, facilitating strategic adaptive adjustments. For example, in 2024, independent directors of
Unilever proposed divesting the ice - cream business and focusing on the high - growth beauty
segment, resulting in a 9% increase in the company's stock price.

In companies with complex ownership structures, different shareholder groups have conflicting
interests. Independent directors, as neutral third parties, can balance these interests. For example, in
2022, independent directors of Samsung Electronics in South Korea coordinated between the Lee
family and foreign shareholders through a "dual - track dividend" plan, satisfying the inheritance
needs of the family and the dividend demands of external shareholders.

Independent directors can also optimize relationships with external stakeholders. They
communicate with government departments to obtain policy support and build good relationships
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with suppliers and customers. In 2023, independent directors of BYD utilized their political and
business resources to help the company obtain EU battery subsidies, increasing its market share in
Europe to 15% [11].

3.3. Synergistic effects and boundary conditions of the mechanisms

The four mechanisms discussed above interact with each other. The supervision and checks - and -
balances mechanism provides information transparency for decision-making optimization. For
example, by reducing management's risk - hiding behavior, it enables more informed decision-
making. The strategic guidance mechanism depends on the scientific basis of decision-making
optimization. Long-term R & D investment, for instance, requires a diverse range of perspectives in
the decision-making process.

However, each mechanism also has its boundary conditions. The effectiveness of the supervision
and checks - and - balances mechanism depends on the professional background of independent
directors. Financial independent directors, for example, may be more effective in overseeing
information disclosure compared to those from other fields [12].

3.4. Research limitations

This research has several limitations. Firstly, the sample used in the study may have biases, which
could affect the generalizability of the findings. Secondly, cultural differences across regions have
not been fully considered, and these differences may impact the relationship between board
independence and corporate performance. Future research should address these issues to provide a
more comprehensive understanding of this relationship.

3.5. Policy implications and practical applications
3.5.1. Differential supervision

For high - risk industries such as finance and energy, it is necessary to enforce a minimum
requirement that independent directors account for at least 50% of the board. For small and medium
- sized enterprises, more flexibility can be provided, such as a "floating independence range."

3.5.2. Competence standards for independent directors

A certification system, like an "independent director qualification exam," should be established.
Independent directors should be required to have expertise in finance, law, or relevant industries to
ensure their ability to perform their duties effectively.

3.5.3. Performance - linked incentives

The compensation of independent directors should be tied to long - term indicators such as the
company's ESG rating and R & D investment ratio. This can prevent short - sighted behavior and
encourage independent directors to focus on the company's long-term development.

3.6. Conclusions and prospects

Board independence has a multi - faceted impact on corporate performance through supervision,
decision-making, strategic guidance, and interest coordination mechanisms. However, this
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relationship is not a simple positive linear one. Companies need to carefully consider their own
development stages and industry characteristics when allocating the board structure. Future research
should continue to explore this relationship, taking into account more influencing factors and aiming
to maximize the positive impact of board independence on corporate performance.

4. Deficiencies in existing research and future development directions
4.1. Limitations of existing research

In existing studies on the relationship between board independence and corporate performance,
numerous limitations exist, primarily in the measurement of board independence, sample selection,
research methods, performance evaluation criteria, and data timeliness.

4.1.1. Monotonous measurement of board independence

In contemporary academic discourse, the assessment of board independence predominantly relies on
unidimensional metrics. The proportion of independent directors has been the practical standard for
a long time, but important qualitative aspects are not studied enough [16,17]. Wintoki et al. notably
illustrated that professional competency and intra-board dynamics significantly moderate the
effectiveness of independence, a phenomenon particularly evident in scenarios where directors lack
domain-specific expertise [18,19]. Besides, some procedural elements are indispensable for
establishing a stable independent supervision capacity. For instance, information acquisition
protocols and governance structures for meetings are among them. However, in the existing related
studies, these elements have not received sufficient academic scrutiny. This will undermine the
validity and accuracy of the research results.

4.1.2. Sample selection bias

A large portion of current corporate governance research literature mainly focuses on developed
markets, leaving emerging markets with insufficient attention. In 1998, Laporte and his colleagues
carried out some truly valuable pioneering research that has provided significant insights for related
fields [20]. Nevertheless, the analytical framework they employed has its limitations. This
framework is mainly constructed based on the Anglo-American legal system, thus exhibiting a
regional bias, which is of great significance.

In 2000, Claessens and others discovered that emerging economies possess unique characteristics
[21]. For instance, their ownership structures are concentrated, the regulatory environments are
highly variable, and cultural traditions play a role in the decision-making process. These
characteristics give rise to distinct governance scenarios. The bias in sample selection is indeed a
problem. It reduces the universality and practicality of the theoretical framework, and also obscures
the complex interactions between the mechanism of board independence and the broader
institutional environment.

4.1.3. Limitations of research methods

The current research orientation of methodology overly emphasizes quantitative indicators while
neglecting crucial qualitative moderating factors. Hofstede's framework indicates that culture has a
significant impact on the working style of the board[22]. In collectivist cultures, people focus on
reaching consensus; while in individualist cultures, they are more concerned with the issue of
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responsibility attribution. Moreover, rules vary from region to region. From the strict development
of market-oriented systems to the constantly evolving emerging market standards - this has caused
uncertainties in jurisdiction, which cannot be fully captured by quantitative methods themselves
[23,24]. Relying solely on one research method may miss important details that affect the
relationship between independence and performance.

4.1.4. Diversity of performance evaluation criteria

Research on how to evaluate enterprise performance shows big differences when it comes to
choosing indicators and methods. Empirical studies usually use financial performance indicators.
For example, they use return on assets (ROA), return on equity (ROE), and earnings per share
(EPS). But Lev and Zarowin warned, these numbers might not show the long - term value of a
company or its non - financial performance [25]. Market - based indicators like Tobin's Q ratio or
stock returns are used a lot too. However, as Baker and Wurgler pointed out that they are too
sensitive to market changes[26]. So, they can't really show the real operational performance. On the
other hand, non - financial indicators such as innovation output, corporate social responsibility
(CSR) performance, and employee engagement aren't talked about much in academic discussions.
Orlitzky et al. did some important research in 2003[27]. They studied the link between CSR and
financial performance. This shows how important these non - financial indicators are when
analyzing the effect of board independence. This underscores the need for a more nuanced approach
in performance measurement, which should integrate both financial and non-financial indicators.

4.1.5. Imbalance between short - term and long - term performance

Within academic research, an obvious trend can be observed.There is an overemphasis on short-term
financial metrics such as the annual return on assets or the return on net assets. However, there is
often a neglect in considering long-term performance, for example, the growth trends spanning five
to ten years. Hillman and Darziel conducted empirical research and discovered that the
independence of the board of directors has a more profound impact on a company's long-term
strategic planning and sustainable development capabilities[28]. The current research that overlooks
long-term performance is likely to result in an incomplete comprehension of the role of board
independence. This is due to the fact that its influence predominantly stems from strategic planning
rather than short-term financial fluctuations.

4.1.6. Ignoring the dynamism of performance evaluation criteria

In the realm of enterprise performance evaluation, a notable transformation is underway.
Specifically, Environmental, Social and Governance (ESG) criteria are assuming increasing
significance, thereby augmenting the importance of non-financial performance indicators in strategic
planning. However, as Eccles and Serafeim have argued, much of the extant research fails to adapt
to these shifts[29]. All too often, studies treat performance evaluation frameworks as static
constructs. Such an approach not only risks rapid obsolescence but also limits research
comprehensiveness, as it overlooks the evolving ways in which organizations create value.
Moreover, neglecting the dynamic nature of evaluation standards weakens the practical relevance of
research findings, hindering their application to contemporary business challenges.
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In future research, when exploring the relationship between board independence and corporate
performance, it is necessary to focus on several key areas in order to enhance the depth and accuracy
of understanding on this topic.

Measuring the improvement of board independence: Besides the commonly used indicator of the
proportion of independent directors, subsequent research should also cover multiple other indicators,
such as the alignment of the professional background of independent directors with the company's
business, their voting behavior in key decisions, and the extent to which the internal information
communication mechanism of the board supports their information acquisition. These multi -
dimensional indicators can offer a more accurate evaluation of board independence, which is
fundamental for exploring its relationship with corporate performance.

Strengthening cross - regional comparative research: Increasing the intensity of cross - regional
studies is crucial. By comparing different regions, researchers can uncover how cultural, legal, and
economic differences impact the relationship between board independence and corporate
performance. This can help in generalizing research findings across various contexts.

Deeply considering institutional factors: It is necessary to conduct in - depth analysis of how
corporate institutions, such as ownership structures and corporate governance models, affect board
independence and corporate performance. For instance, in companies with high ownership
concentration, large - shareholder influence may undermine board independence. Different
governance models, like the Anglo - American and German - Japanese ones, also have different
implications for this relationship.

Adopting multidimensional performance measurement methods: Future research should use a
more comprehensive set of performance measurement indicators, covering financial, market, and
non - financial aspects. Incorporating non - financial indicators like CSR and innovation
performance can provide a more complete view of a company's performance when evaluating the
impact of board independence.

Enhancing long - term performance analysis: There is a need to strengthen research on long -
term performance. Analyzing long - term performance can reveal the role of board independence in
a company's sustainable development and its influence on long - term strategic decision-making.

Paying attention to dynamic performance standards: With the development of ESG and
sustainable - development concepts, performance evaluation criteria are changing. Future research
should take these dynamic changes into account to ensure that research results are relevant and
applicable in the evolving business environment.

By focusing on these areas in future research, scholars can overcome the limitations of existing
studies, gain a more in - depth understanding of the relationship between board independence and
corporate performance, and provide more practical and valuable guidance for companies and
policymakers in optimizing corporate governance.

This study systematically examines the influence mechanisms of board independence on corporate
performance and addresses important gaps in the literature while providing nuanced understanding
of the contextual processes that moderate this relationship. By examining structural, behavioral, and
expressing dimensions of board independence, and considering a multi-dimensional and dynamic
form of performance, this study makes an important contribution to the theoretical and empirical
understanding of corporate governance processes. Key findings are summarized as follows:
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First, board independence has its effects on corporate performance through four interlinked
mechanisms: supervisory checks-and-balances, decision-making optimization, direction providing,
and interest coordination. The supervisory mechanism, with private-sector data that included an
8.5% reduction in financial fraud risk in A-share companies shows the role independent directors
play in reducing insider ownership and enhancing the transparency of information. For decision
making, the independent directors provided value by eliminating group think in the executive team,
removing a 12% failure rate in innovation for technology companies with majority independent
boards (aller en inertie). For direction, TSMC’s 5nm chip R&D project shows how independent
directors, freed from the pressure of short-termism, emphasize long-term value creation versus short
term expectation. The interest coordination mechanism and Samsung’s dual tracking of their
dividend plan (2022) provide an example of how independent directors work to mediate and
deconflict stakeholders interests and navigate potential returns.

Second, the effectiveness of these mechanisms is dependent on contextual moderators, such as
the professional background of directors, ownership structures and institutional contexts. For
example, the Nordic firms successfully obtained an average 15% growth in market share via public
digital transformation, suggest that there is an alignment between backgrounds of independent
directors and industry requirements. However, the research highlights that an excess of board
independence also produces diminishing returns, exhibiting instances where overly sagacious
directors hampered effective decision making during the crisis period associated with the COVID-19
pandemic. This nonlinear relationship suggests that there is a need to achieve an optimal level of
board independence, which is dependent on a firm’s development stage, industry characteristics and
nature of governance.

Third, this study overcomes previous research’s methodological limitations by placing
sustainable-focused governance contributions into a multi-dimensional measurement framework -
integrating structural (e.g., the percent of independent directors), behavioral (e.g., voting behaviour),
and contextual (e.g., ESG congruence) metrics. The longitudinal data approach and cross-regional
comparisons further reduce the potential biases emerging from single geographic market samples the
use of static performance measurements. for example, ESG criteria considerations are in tune with
evolving performance measures, providing more dynamic view of governance outcomes in
sustainability-driven markets.

Despite these contributions, this research has limitations. There were biases toward developed
markets, and, aside from a brief mention, the study did not take into account the differences in
culture that make generalizations from the findings difficult. Future work should take into account
cross-regional research; particularly with emerging economies that feature different governance
environments, as well as mixed-methods research to account for qualitative factors like culture and
institutional factors. Future work should also take into account even longer performance measures
(that are ESG compliant, innovation cycles) and more dynamic measures (changing governance
models) to improve established abstract theoretical frameworks that are being created.

There are multiple practical implications for policy makers and corporate practitioners.
Regulators should create differential governance standards (e.g. higher independence ratios for firms
in high-risk sectors such as finance, while exploring strategies to certify the competency of directors.
At the same time, firms should aim to tie their incentives to more long-term measures of
performance (e.g. R&D intensity, ESG ratings) to limit myopic behavior and reinforce the board's
strategic responsibilities.

In conclusion, the current research advances both theoretical and empirical gaps in corporate
governance literature and builds a comprehensive framework for improving and minimizing board
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independence in the global economy's rapidly changing environment. From the study's awareness of
the multivalued complexity of its mechanisms and boundary conditions to measuring these
definitions of board independence, there are valuable and practical references that institutionalize
board independence into actionable pathways to improve governance efficacy and provide sustained
corporate resilience. Future research should build off of these contributions to the literature and
opportunities for enhancing knowledge to keep pace with a changing market environment and
stakeholder expectations.
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