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Table 2 Results for Descriptive Statistics

A L REIVRAS B brifZE /M RAH FHICREL
R&D,., 0.025 0.032 0.041 0.001 0.236
Rpt 1.000 0.544 0.498 0.001 1.000 0302
Pof 0.036 0.040 0.037 -0.082 0.195 0.158"™
Top 18.010 21.926 18.009 0.373 69.220 -0.203™
Soe 0.001 0.389 0.488 0.001 1.000 -0.266""
Siz 21.868 22.033 1275 19.481 15.938 -0.219™
Age 2.833 2.759 0.385 0.693 3.932 -0.162™
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Table 3 Regression Results for Hypothesis Test (1)
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Table 4 Regression Results for Hypothesis Test (2)
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Table 7 Robust Test Results
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Impact of Independent Directors’ Annual Report
Issuing Form on Enterprises’ Innovation
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2 School of Business, Sun Yat-sen University, Guangzhou 510275, China

Abstract: Whether the independent directors can perform their duties adequately is the key to determining the effectiveness of
the independent director system. However, in practice, independent directors are often criticized by formalism in performing
their duties. Issuing annual reports is one of the most important duty-performing behaviors of independent directors, and it is
also an important channel for independent directors to directly transmit information to stakeholders. However, existing studies
have not paid attention to the significance of independent directors’ annual report forms, nor provided a theoretical explanation
for whether and how it affects enterprises’ innovation.

In response to the above phenomena and based on institutional theory from strategic perspective, the basic assumption is
that the consolidated form of the independent directors’ annual report is symbolic compliance and the separate form is substant-
ive compliance. Based on the data of listed Chinese firms (2009-2018), we collect information on independent directors’ annu-
al report issuing form manually through the company’s website, introduce the mechanism of corporate governance system con-
struction and the level of legitimacy, and explore the promotion effect of separate form on enterprise innovation. On this basis
we further explore the influence of existing performance and ownership structures on the effectiveness of independent direct-
ors’ annual report issuing forms.

The study finds that independent directors’ annual report issuing form is an important factor in corporate innovation. Sep-
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arate form, as a tangible manifestation of independent directors’ diligent duty-performance, can effectively improve corporate
governance and promote enterprise innovation input. Further moderation effect analysis shows that the higher level of existing
performance, the more effective the corporate governance system construction, which strengthens the effect of separate form of
independent director annual report to stimulate enterprise innovation input; there is less need to increase the legitimacy between
the enterprises with high degree of equity concentration and the state-owned enterprises, and the separate form's stimulation of
innovation input is less significant.

Incorporating the issuing annual reports into the research framework of independent directors’ duty-performing behavior
and focusing on its role in promoting enterprise innovation, expands the research on corporate governance behavior theory, and
deepens people’s understanding of the effectiveness of independent directors’ duty-performing behavior and even the effective-
ness of the independent director system. In practice, in addition to the company itself encouraging independent directors to in-
dependently complete and issue reports separately, they should pay attention to examining the substantive content of the re-
ports based on the individual expertise of independent directors and their differentiated roles in the board of directors. It may
also take into account the system design of the supervisory authority, such as further standardizing their annual reporting by de-
limiting the bottom line of duty-performing behavior.

Keywords: independent directors’ annual report; duty-performing behavior; existing performance; ownership structure; enter-

prises’ innovation
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