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Introduction
In the last twenty years, the corporate world has increasingly grappled with significant governance challenges.  These issues have not only become common but also impactful in their consequences.  A prime example of this was the spectacular downfall of Enron in 2001.  This was closely followed by the collapse of WorldCom, another instance of corporate misconduct that shook the business community to its core.  

In Malaysia there was the 1MDB scandal in  Malaysia. In the UK the debate about the accountabilities and responsibilities of the Board of Directors of the Post Office is continuing.  In Hong Kong and PRC, we have our fair share of  corporate governance problems with listed companies.  

The financial struggles faced by The China Evergrande Group, along with other prominent Chinese property developers have led to dramatic downfall and subsequent liquidation of these one-thriving companies.  These events have triggered a critical and immediate need to reassess and overhaul the corporate governance framework.

Such reassessment is essential to understand how these companies, which were once industry leaders, came to experience such profound financial distress. 

It is also time to review the role of Independent Non-Executive Directors (“INEDs”).  The role of INEDs is important by offering unbiased and independent judgment and oversight, with a focus in the protection of   the interests of minority shareholders.  The findings of (Charles JP Chen, 2020) suggests that the inclusion of INEDs on corporate board could improve firm compliance with disclosure requirements.

In Hong Kong, there are 4,057 listed companies on The Hong Kong Stock Exchange Hong Kong Limited (the “Stock Exchange”) as at 15 February 2024.  The Listing Rules requires the boards of the listed companies in Hong Kong to have at least three INEDs, who must make up at least one-third of the board and one of the INEDs must have appropriate professional qualifications or accounting or related financial management expertise as the Chairman of the Audit Committee.  By 31 December 2024, existing single gender board issuers are required to appoint at least one director of a different gender (The Stock Exchange, No Date).                                        

Although companies are managed by executive directors on a daily basis, INEDs are required to discharge the same level of duties of care, skills and diligence, and fiduciary duties as executive directors both under the Common Law and the Companies Ordinance, Chapter 622 Laws of Hong Kong.  INEDs have supervisory role in ensuring that a solid foundation for good corporate governance is provided to the companies and have to ensure sufficient time is allocated to the Stock Exchange to discharge their responsibilities. 

Apart from the above, the INEDs are expected to have involvement in corporate strategy. (McNulty and Pettigrew, 1999) and (Hairul Azlan Annuar, 2014)  discussed the role of INEDs in the formulating strategies of companies in Malaysia and the United Kingdom (“UK”), respectively.  

The new Guide “A Snapshot of INEDs’ Roles and Responsibilities issued by the Stock Exchange in November 2023 specifies the roles of INEDs in different areas such as internal control, risk management, corporate governance and financial reporting, and case studies of issues faced by INEDs (The Stock Exchange, 2023).   

Based on the above, we can expect  INEDs to spend considerable time, both inside and outside the board room, to discharge their responsibilities.   It is not uncommon that INEDs hold INED position in several companies.  The question is how can one person cope with the demand of several INED positions so as to discharge their legal duties and in particular whether they can allocate sufficient time to discharge their responsibilities.  Multiple directorships will almost certainly affect the director's ability to provide sufficient advisory to the Executives (D. Cashman, Stuart et al., 2012). 

Directors who are competent are in high demand  (Fama and Jensen, 1983).  The engagement of competent INEDs due to their excellent past performance with proven communication skills, business exposure and experience, expertise, reputation, and connections will enhance the overall performance of the company (Laura Field, Michelle Lowry and Anahit Mkrtchyan, 2013).  Accordingly, we have to find a fair and reasonable balance between quality work and time commitments  of INEDs.  The Stock Exchange does expect the listed companies to evaluate if the INEDs can allocated sufficient time to the listed companies. 

Enforcement action against INEDs will normally  involve  breaches of duties of skills care and diligence  or failure to comply with regulatory or legal requirements.  Common types of enforcement actions includes but not limited to failure to exercise due diligence and care in their supervision of companies.   Specific cases of enforcement by the Securities and Future Commission (the “SFC”) against INEDs are typically publicly recorded and can be found on the SFC’s official website or through press release issued by the SFC.   These cases provide details on the nature of the breaches and the penalties or sanctions imposed. (The SFC, 2023)

As an example as  disclosed under  Enforcement News in the official website of the SFC in December 2023, Mr. Nicholas Chiu, a former INED of China Candy Holdings Limited, was barred from serving as a director or participating in any managerial capacity.  It means that it is a legal or regulatory decision that he is not right candidate to hold any executive roles. (The SFC, 2023)

Based in the above, the expansion of INED’s duties and legal obligations not only requires a significant investment of time but also exposes them to increased risks in terms of reputation and compliance.  Such factors will  affect the level of remuneration of INEDs.  The adequacy of remuneration of INEDs has been a topic of ongoing debate.

There is the need to identify a fair balance between  the need to attract qualified professionals. 

The issue is particularly pressing given the status of Hong Kong as a global financial hub. The Companies Ordinance and the Listing Rules provide guidelines on INEDs' appointments and duties but offer little directives on their remuneration. As such, there is significant variation in how companies approach this matter, which may influence the effectiveness of INEDs in their roles.  (The Stock Exchange, No Date)


The annual remuneration of INEDs can be lower than HK$120,000 per annum in the sample we selected, which is much lower than the suggested annual remuneration as suggested by Hong Kong Institute of Director (the “HKIoD”) and Hong Kong Monetary Authority.  (Life Concepts Holdings Limited, 2023)

There are studies of remunerations of non-executive directors and INEDs in PRC, UK, Italy, Singapore, Malaysia, Indonesia, Philippines and Thailand.  (Chris Mallin , Andrea Melis , Silvia Gaia, 2015) found that the compensation of INEDs in UK and Italy is generally correlated with the visible effort they put forth and the scope of their responsibilities within the listed companies. However, there is a variation between UK and Italy in term of how much the particular nature of an INEDs’ efforts and responsibilities influences the calculation of their pays.  Furthermore, an interesting phenomenon has been observed where INEDs receive higher remuneration when they seem to be less independent by failing to meet all the independence criteria. These are recommended practice as outlined in the UK Corporate Governance Code but not mandatory.  This suggests what when INEDs have certain affiliations or connections that might potentially compromise their impartiality, they are compensate more generously.  This remuneration practices may reflect a premium  placed on the unique insights or expertise that these less independent directors might bring to the board, despite the potential conflicts of interest that arise from their closer relationships with the listed companies.

This research aims to analyze the current remuneration practices in Hong Kong, compare them with UK and Singapore, and contribute to a better understanding of the pay-setting of INEDs and enhance the effectiveness of INEDs.  All these practices may contribute to the improvement on corporate performance and governance of listed companies in Hong Kong.   

Research aims and objectives
There is positive correlation between corporate governance and corporate performance and INEDs play crucial roles in improving corporate governance.    In addition to attending the board meetings and board committee meetings, INEDs are expected to  have involvement in corporate strategy and supervising the listed companies in different areas.  The effectiveness of INEDs are particular important.  However, INEDs may not be effective.  (Chris Mallin , Andrea Melis , Silvia Gaia, 2015) found that both the compensation of INEDs in UK and Italy is generally correlated with the visible effort they put forth and the scope of their responsibilities within the listed companies. However, there is a variation between UK and Italy in term of how much the particular nature of an INEDs’ efforts and responsibilities influences the calculation of their pays.  Furthermore, an interesting phenomenon has been observed where INEDs receive higher remuneration when they seem to be less independent by failing to meet all the independence criteria.  These are recommended practice as outlined in the UK Corporate Governance Code but not mandatory.  This suggests what when INEDs have certain affiliations or connections that might potentially compromise their impartiality, they are compensate more generously.  This remuneration practices may reflect a premium  placed on the unique insights or expertise that these less independent directors might bring to the board, despite the potential conflicts of interest that arise from their closer relationships with the listed companies.  Therefore understanding more about INEDs’ remuneration is particularly important.   This research aims to analyze the current remuneration practices in Hong Kong, comparing them with the practices in UK and Singapore, and contribute to a better understanding of the pay-setting of INEDs and enhance the effectiveness of INEDs.  All these practices may contribute to the improvement on corporate performance and governance of listed companies in Hong Kong.

The objectives of this research are to (i)  document and analyze the current remuneration practices for INEDs among Hong Kong listed companies, (ii) identify the factors influencing INEDs’ remuneration in Hong Kong; (iii) compare these practices with those in other major financial markets; and (iv) assess the relationship between INEDs’ remuneration and company performance; and (v) evaluate the impact of remuneration on the independence and effectiveness of INEDs.

The research questions will be organised to investigate two main areas:

1. 	Remuneration practices 
What are the current remuneration practices for INEDs in Hong Kong listed companies? What factors influence the determination of INEDs’ remuneration in Hong Kong?  How do these remuneration practices in Hong Kong compare with practices in the United Kingdom and Singapore?

These questions will involve a consideration of literature review of remuneration practices, market data in Hong Kong, the view of INEDs and other stakeholders on how much we shall remunerate INEDs to attract high calibre to take up the roles of INEDs in view of the increasing roles and responsibilities on INEDs so that we can develop pay-setting of INEDs.  

2.	Impact on corporate performance and corporate governance
Is there a correlation between the remuneration of INEDs and the financial performance of companies? How does the remuneration of INEDs impact their independence and effectiveness in governance?  What are the background and qualifications of INEDs?

These questions will involve a consideration of literature review of the interrelationship between corporate governance and corporate performance and how INEDs can improve the corporate governance, market research on the qualification requirements of INEDs, and the views of different stakeholders, including INEDs, the impact of background and remuneration on effectiveness of INEDs and corporate governance. 

Literature review
1. Corporate governance and performance 
The session briefly discussed the impact of INED on corporate performance, including  disclosure requirements.  It also highlighted the agency issues in between companies and INEDs.

The findings of (Charles JP Chen, 2020) suggests that the inclusion of INEDs on corporate board could improve firm compliance with disclosure requirements.  (Mohammad Talha, 2009) has shown that the corporate governance in ASEAN countries are improving so that they can attract foreign investors. (Nazim Hussain, Ugo Rigoni and Rene P Orij,  2018) considered the board meeting can be used as indicator of better governance so that INEDs can have monitoring of the performance of the management. (Sabur Mollah and Mahbub Zaman, 2015) also found that corporate governance can create shareholders’ value.   (James Johnston, 2007) concluded the numbers of INEDs on the remuneration committee affecting the remuneration of chief executive officers.

There are some agency issues.  (Julia Junxia Liu and Yu Liu, 2023) found that INEDs spends more time on companies that can enhance their reputation and have better meeting attendance.  (Fangzhao Zhou, 2017) concluded that the non-controlling directors can provide better monitoring in the executives’ remuneration than INEDs. 

To enhance the effectiveness of INEDs, the evaluation of the board and board committees are required. (Steve Klemash, Rani Doyle, and Jamie C. Smith, 2018).

2. Appointment of INEDs of listed companies 
This section summarise the listing rules requirements for appointing INEDs.  According to Rules 5.05-5.13 of the Hong Kong Listing Rules, listed companies are mandated to appoint a minimum three INEDs and comprises of one-third of the board.  These rules are designed to enhance the corporate governance framework of listed companies by ensuring a level of oversight and objectivity that INEDs are expected to provide.  (The Stock Exchange, No Date).  

3. Attributes of NEDs and INEDs
This section investigates the attributes necessary for effective INEDs.  It examines the importance of accounting qualifications for financial management experience and the criteria for their independence.  Impact of. Long-serving INEDs on their independence is also discussed. 

According to Rules 5.09 of the Listing Rules, one of the INEDs must have accounting qualification or financial management experience.  It also specifies criteria that the non-executive directors be independent.   For examples, the shares held by the INEDs or services provided by the INEDs to the listed companies or connected persons of the listed companies may affect its independence.   If INEDs are not considered to be independent pursuant to the Listing Rules, they cannot be appointed as INEDs in Hong Kong. (The Stock Exchange, No Date) 

Listed companies should consider if the independence of INEDs be impaired for long serving INEDs.  However, this is a requirements under Code of Corporate Governance in Hong Kong (The Stock Exchange, 2021) and the listed companies need to disclosure why they consider the INEDs are suitable for re-election.  As disclosed in Analysis of 2022 Corporate Governance Practice Disclosure issued by the Stock Exchange in November 2023  (The Stock Exchange, 2023), there is reduction in the number of listed companies with long serving INEDs.    

However, it does not have such independence requirements in UK.   In the discussion of (Chris Mallin, Andrea Melis and Silvia Gaia, 2015), listed companies can appoint directors as INEDs even though they do not fulfil the independence criteria as stipulated in the UK Corporate Governance Code (The FRC, 2024).  The factors may impair the independence, including but not limited to, the past working relationship, past business relationship and serving the board for more than nine years (The FRC, 2024).

(Antonio Marra, 2019) found that INEDs who acquire accounting knowledge with sufficient time allocated to the listed companies and are the key attributes of effective INEDs.  The market best practices support (Antonio Marra, 2019) that INEDs should devote sufficient time to listed companies. 

(Kosnik, 1987) suggested that the distinction from controlling shareholders that INEDs can provide better monitoring. 

The findings of (Alessandro and Francesca, 2010) has shown that different governance codes put more focus on the independence than the competence and of and incentives to INEDs.
As disclosed in the Guide for remunerating INEDs (page 14), INEDs may spend about 12-15 days to a listed company per annum in discharge their responsibilities. (The HKIoD, 2010)
As disclosed in Guide for INEDs, INEDs should devote sufficient time to understand the business, attend meetings of the board and board committees, review board meeting materials (The HKIoD, 2021). 
INEDs should understand their roles and responsibilities and allow them to have sufficient time to engage in matter  both inside and outside the board room.  Multiple directorships are common in Hong Kong.  Listed companies should provide explanation to the Stock Exchange why they consider the INEDs can allocated sufficient time for INEDs hold  INED position in 7 listed companies.   The Stock Exchange also suggests the nomination committee to consider factors that affect the time allocated by the INEDs, for example, executive director position in another listed companies.  (The Stock Exchange, 2021)

As stated in the Guide for INEDs published by the HKIoD, the attributes of effective INEDs, including but not limited to, industry experience, boardroom experience, financial experience, communication, corporate governance, digital and legal aspects. (The HKIoD, 2021)

Now, directors, including INEDs, have to consider  environmental, social and governance to discharge its responsibilities. (The HKCGI, 2022)
According to the announcement of Life Concepts Holdings Limited (Stock Code: 8056) dated 20 December 2023, it appointed director appointed an undergraduate student with some part-time work experience as non-executive directors. 
4. Roles and responsibilities of INEDs
This section delves into the roles and responsibilities of INEDs, emphasizing their supervisory roles in ensuring good corporate governance practices. 

Although companies are managed by executive directors on a daily basis, INEDs are required to discharge the same level of duties of care, skills and diligence, and fiduciary duties as executive directors both under the Common Law and the Companies Ordinance, Chapter 622 Laws of Hong Kong.  INEDs have supervisory role in ensuring that a solid foundation for good corporate governance is provided to the companies and have to ensure sufficient time is allocated to the Stock Exchange to discharge their responsibilities. 

As a director, he or she should act for the benefits of company (The Companies Registry, 2014)
(Fama & Jensen, 1983) raised the concern of agency theory and control to address the issue is important.  They also discussed that INEDs have monitoring and advisory roles. 
In November 2023, the Stock Exchange issued A Snapshot of INED’s Roles and Responsibilities (The Stock Exchange, 2023) that provides further illustration on the roles and responsibilities of INEDs.  It specifies the roles of INEDs in different areas such as internal control, risk management, corporate governance and financial reporting, and case studies of issues faced by INEDs.  To discharge the responsibilities, the INEDs should analyse and address risk, assess internal control and risk management, follow up of red flags, request sufficient information, ask questions, attend trainings and devote sufficient time and attention.  INEDs should not reply on the management and take a proactive roles in seeking information and evaluate business transactions to support the success of the listed companies.   They should request the executive directors to provide monthly update of the business situation for evaluation of business performance.    

It is expected that INEDs can contribute to the success of the listed companies which reflect on their earnings.  However, (Chow-Siing, Sia and Poh-Ling, Ho, 2008) suggested that the number of INEDs do not have significant impact of the earnings of listed companies in Malaysia.

5. INEDs’ roles in corporate strategy
This section explores the involvement of INED in corporate strategy beyond their monitoring and advisory roles.  It examines the extent of INED’s participation in strategic matters based on empirical studies. 
In addition to the monitoring roles, there are discussions about the involvement of INEDs in corporate strategy.   The INEDs also have the advisory functions. (Adams et al., 2007) and strategic functions (Belcher, 2003).  
(Judge and Zeithaml, 1992) considered the board has more involvement in the development and evaluation stages about strategy setting.  
(McNulty and Pettigrew, 1999) conducted interviews with board members of companies in UK that INEDs takes part in strategic matters when the companies did not perform well.   
(Hairul Azlan Annuar, 2014) conducted interviews with chief executive officers, executive directors, non-executive directors and INEDs with experience between 5 to 35 years, and found that INEDs get involved in strategic matters and play a crucial role in the areas.  INEDs have less involvement in business and operational matters.   The findings of (Hairul Azlan Annuar, 2014) is mostly consistent with (Judge and Zeithaml, 1992) that the board has more involvement in the development and evaluation stages as (Hairul Azlan Annuar, 2014) found that the management updated INEDs in board meetings the progress of the implementation of strategies.  

To make INEDs more effective and have more contributions to the corporate strategy, it is important the listed companies appoint INEDs with relevant experience, expertise and qualifications and allow INEDs sufficient time to review the board meeting materials.    We can further study what qualifications required for INEDs and time spent by INEDs on listed companies so that they can more contributions on corporate strategy.

Code of Corporate Governance in Hong Kong also suggests a notice period of 14 days to the board for regular board meetings and provides the board meeting materials with sufficient details and at least 3 days before the board meetings. (The Stock Exchange, 2021)

6. Failure to discharge responsibilities
This section examines the potential consequences of INEDs failing to discharge their responsibilities. 

Pursuant to Rule 2A.09 of the Listing Rules, the Stock Exchange may bring disciplinary actions and impose or issue the sanction against directors of listed companies, including  INEDs. The actions against INEDs, including but not limited to, issue a private reprimand, issue a public statement involving criticism; issue a public censure and unsuitably to be a director or senior management of the named listed companies.  The would be considered as reputational risks of INEDs.  (The Stock Exchange, No Date)

As disclosed in the regulatory announcement of the Stock Exchange  in January 2020 (The Stock Exchange, 2020), The Listing Committee of the Stock Exchange criticised former directors, including former INEDs  of Asia Resources Holdings Limited (“Asia Resources”) (Stock Code: 899) for breaching of Listing Rules. The directors were considered not performing proper adequate due diligence in an investment.

As disclosed in the regulatory announcement of the Stock Exchange  in Jan 2020 (The Stock Exchange, 2020), the Stock Exchange censurer eight directors of Hong Kong Resources Holdings Company Limited (“HK Resources”) (Stock Code: 2882) and INEDs are included.  The is due to the failure of internal control system imposed by HK Resources on its money lending business.

As  disclosed under Enforcement News in the official website of the Securities Futures Commission (“SFC”) in December 2023 (The SFC,  2023), Mr. Nicholas Chiu, a former INED of China Candy Holdings Limited, was barred from serving as a director or participating in any managerial capacity.  It means that it is a legal or regulatory decision that he is not right candidate to hold any executive roles.  The reason for the disqualification he failed to perform his duties diligently and failed to identify the red flag in areas as identified by internal control consultants.  

7. Remuneration of INEDs
This section provides an overview of remuneration of INEDs and the factors to be considered in assessing the appropriate level of remunerations.  

It has been discussed by (Fama & Jensen, 1983) candidates may accept the appointment as INED position for reasons other than monetary.  However, empirical evidence has shown that remuneration does matter. (Chris Mallin, Andrea Melis and Silvia Gaia, 2015)

There are studies that the remuneration should be by reference to corporate performance so that the agency theory can be addressed (Lazar et al., 2014) or the effort carried out by the INEDs (Stephen H. Bryan et al., 2020).  These studies cannot address to the legal risks on INEDs nowadays.

In the discussion of (Hayes, & Wang, 2010), the remuneration will be affected by the increasing responsibilities. 

(Bozzi, S., Belcredi, M., 2019) pinpointed that the relationship between remuneration of INEDs and different variables do change over time, and firm size and roles are factors affecting the remuneration in Italy.

(Chris Mallin , Andrea Melis , Silvia Gaia, 2015) found that both Italian and UK companies pay INEDs on the basis of their observable effort and responsibilities, although some differences do exist on the influence that the specific type of effort and responsibilities have in determining the amount of INEDs’ remuneration and INEDs are paid more when they do not fulfil all of the independence criteria stated by the corporate governance codes.  The agency issue cannot be addressed.  

(Lisa Goh &  Aditi Gupta, 2016) found that higher remuneration of INEDs for companies with better performance, and more non-executive directors.  The findings supported its observation in the market in UK that the remunerations affected by the characteristics of INEDs.

Although there are terms of reference of remuneration committees of listed companies in Hong Kong and the INEDs, the approach in determining the remuneration can be more transparent and systemic to attract capable candidates as INEDs. 

Guide for remunerating INEDs (page 12-13) suggests the factors to be considered in assessing the appropriate level of remuneration of INEDs so that capable candidates can be recruited and retained.   The factors that I considered with higher relevance and more important are: the risks associated with the roles as INEDs, the time spent, the complexity of the business, charge rate by reference to  the experience of the INEDs and remuneration of executive directors. It also suggests the time for preparing the meeting should be considered. 
 
For companies listed in Singapore, it is common that extra remuneration for chairmanship for additional workload to take up this role.

However, it seems that limited discussion in the above factors which can be studied further.  

As disclosed in the announcement of Life Concepts Holdings Limited (Stock code: 8056) dated 20 December 2023, the monthly remuneration of the newly appointed NED is HK$10,000.  We need to further study if this is appropriate level of remunerations after considering all the factors. (Life Concepts Holdings Limited, 2023)

Methodology
The following methodology will be employed:
	
1. Data Collection: 
A comprehensive dataset will be constructed, comprising information on the remuneration of INEDs of listed companies in Hong Kong. This data will be obtained from publicly available sources, such as annual reports, company websites, and regulatory filings. Comparative data from the United Kingdom and other relevant jurisdictions will also be collected for benchmarking purposes.

In Hong Kong, there are 4,057 listed companies on the Stock Exchange as at 15 February 2024 (The Stock Exchange, 2024).  These listed companies are required to publish their annual reports as well as environment social and governance reports.  The details of the directors’ remunerations are the attendance records of board meetings and board committee meetings are disclosed.  The board composition can also be found through the review of these reports. Data of about 500 listed companies during the period from 2021 to 2023 will be collected.  (Chris Mallin , Andrea Melis , Silvia Gaia, 2015) has observations of about 300 listed companies in the study. 

For new appointment of directors, listed companies have to published announcements to disclosure the details of the directors as required in the Listing Rules. (The Stock Exchange, No Date)

For the re-election of directors, listed companies are required to issue circulars circulated to its shareholders about the details of the re-election, including but not limited to, the background, remuneration package, for the approval of shareholders in annual general meetings. (The Stock Exchange, No Date)


The listed companies are required to comply with the Listing Rules and the Code of Corporate Governance in Hong Hong. The Stock Exchange may censures directors for breaching the Listing Rules (The Stock Exchange, 2023).  These records are published on the website of the Stock Exchange.  We will construct a database for directors of listed companies that breach the Listing Rules.  The information to be collected are the age, experience, gender, number of board position in other listed companies, attendance record etc. 

The SFC may take disciplinary actions against directors for misconduct (SFC 2020) and these records are published on the website of the SFC. We will construct a database for these directors, including but not limited to the age, experience, gender, number of board position in other listed companies, attendance record.  

For the corporate performance, the stock price information will be obtained through public sources for the selected listed companies.   

The listed companies are required to disclose and explain deviation from the compliance of Code of Corporate Governance.  The annual report will be reviewed for constructing a database the compliance situation of the listed companies selected. 

For benchmarking purpose, the market data from the UK and Singapore will be obtained through the review of annual reports and announcements. 

2. Data Analysis: 
(Chris Mallin , Andrea Melis , Silvia Gaia, 2015) used descriptive statistics to analyse the remuneration level for UK and Italian listed companies.  This research will follow and use descriptive statistics to analyze the remuneration levels and trends for INEDs in Hong Kong.   
This following Hypothesis are developed in this research by reference to (Chris Mallin , Andrea Melis , Silvia Gaia, 2015) and (Ali Lalbar, Mitra, Mohammadtalbi and Bahareh Mohammadtalebi, 2017: 
First Hypothesis: The remuneration of INEDs is on the basis of their effort and responsibilities 
In the discussion of (Hayes, & Wang, 2010), the remuneration will be affected by the increasing responsibilities.  There are studies that the remuneration should be by reference to the effort carried out by the INEDs (Stephen H. Bryan et al., 2020).  The INEDs also have the advisory functions. (Adams et al., 2007) and strategic functions (Belcher, 2003).  Now, directors, including INEDs, have to consider  environmental, social and governance to discharge its responsibilities. (The HKCGI, 2022).  



However, the findings of (Kevin Li, Agoi Wai Ming and Arnold Poon, 2017) has showed that INEDs among different companies are different.   It may reveal that there is no direct relationship between INEDs and corporate performance. 
Second Hypothesis: The remuneration of INEDs is higher for listed companies with better performance 
There are studies that the remuneration should be by reference to corporate performance so that the agency theory can be addressed (Lazar et al., 2014) or the effort carried out by the INEDs (Stephen H. Bryan et al., 2020).  (Lisa Goh and  Aditi Gupta, 2016) found that higher remuneration of INEDs for companies with better performance
Third Hypothesis: The remuneration of INESs increase in the past years resulting from increasing responsibilities 
There are disciplinary actions against directors, including INEDs, in recent years even though they do not get involved in day-to-day management. 
Forth Hypothesis: The remuneration of INEDs is on the basis performance of board meetings attended
Fifth Hypothesis: The remuneration of INEDs on the number of discloseable transactions of the listed companies
Guide for remunerating INEDs (page 12-13) suggests the complexity of the business and time spent are factors to be considered in determining the level of remuneration.  (The HKIoD, 2010)
Regression analysis will be conducted to examine the relationship between INEDs' remuneration, firm performance, and other relevant variables.  To follow (Chris Mallin , Andrea Melis , Silvia Gaia, 2015), the remuneration of INEDs (including share-based payments) are used as independent variables.  The dependent variables used are corporate performance, number of board committees, number of disclosable of transactions, chairmanship of board committees, ages of INEDs, INED position in other listed companies of INEDs and the auditors of the listed companies. 

Comparative analysis will be performed to identify differences and similarities between remuneration practices in different jurisdictions.  UK and Singapore will be selected for comparison purposes. 

3. Interviews and Surveys: 
Interviews will be conducted with key stakeholders, including board members, company executives, and regulatory authorities, to gather qualitative insights into remuneration practices and their effectiveness. Additionally, surveys may be administered to INEDs to gather their perspectives on remuneration-related issues.
(Hairul Azlan Annuar, 2014) conducted interviews with chief executive officers, executive directors, non-executive directors and INEDs with experience between 5 to 35 years.  This research will make reference to (Hairul Azlan Annuar, 2014) and plan to conduct interviews with executive directors, INEDs, chief financial officers and company secretaries.  Since chartered secretary is governance professionals who gives advices to the board on corporate governance matters.  The interviews with them can provide more insights.  In Hong Kong, listed companies with single gender boards have to appoint a directors in different gender.   We plan to interview both gender for more balanced view. 

We shall develop interview questions for us to have better understanding about their view on level of INED remuneration in Hong Kong and other jurisdictions, factors affecting the INED remuneration, reasons for INEDs accepting remuneration packages lower than benchmark as suggested by HKIoD, expected time required to discharge the responsibilities, reasons for accepting INED appointments, factors for rejecting INED appointment, and what qualifications are required for INEDs, roles and responsibilities of INEDs and will INEDs take part in strategic role.     

We shall develop a research questionnaires for some qualitative information.  
	
This research will compare information obtained in the survey and interview against the literature reviews and the data analysis.  This is useful in explaining the quantitative data and make it more convincing in describing the situation. 

4. Pilot Study Plan: 
We shall develop a pilot study so that we can identify issues in early stage for adjustment to the main research and provides preliminary findings.

The Pilot Study Plan will employ a quantitative approach to test First Hypothesis to Fifth Hypothesis.  A correlation design will be used to assess the strength and direction of the relationship.  

In the Pilot Study, we shall still conduct comprehensive literature review as this is the core of our study. 

Prior to the main data collection of information of 500 listed companies, the Pilot Study will involve a small sample of 25 listed companies, randomly selected from different categories of listed companies.  The data will be obtained from annual reports, ESG reports and announcements of listed companies. 

We will use the data collected to test the  First Hypothesis to Fifth Hypothesis.  A correlation design will be used to assess the strength and direction of the relationship.  If the results are different from our expectations, we shall review and consider if the amendments to the Hypothesis or regression analysis are required.  

At this stage, we are not going to conduct a massive survey but a focus group interview with chief financial officers and company secretaries and obtain their feedback on level of INED remuneration in Hong Kong and other jurisdictions, factors affecting the INED remuneration, reasons for INEDs accepting remuneration packages lower than benchmark as suggested by HKIoD, expected time required to discharge the responsibilities, reasons for accepting INED appointments, factors for rejecting INED appointment, and what qualifications are required for INEDs, roles and responsibilities of INEDs and will INEDs take part in strategic role.     

We will then review the results and may further examples in data collections.  We target to spend 2 months after the extensive literature review but before the mass data collection.

The Pilot Study can help to identify and address issues before the main data collection, which can improve the feasibility and reliability of study. 

5. Policy Recommendations: 
Based on the research findings, policy recommendations will be developed to enhance the effectiveness of INED remuneration practices in Hong Kong. These recommendations will consider the need for transparency, fairness, and alignment with best practices in corporate governance.

Expected Outcomes
The expected benefits of the research is to provide a comprehensive overview of the duties and responsibilities, and remuneration practices of INEDs in Hong Kong.   Base on this, we can have a better understanding on duties and responsibilities of INEDs which are much more than attending the meetings of the boards and board committees.  It can further provides insights on the key factors affecting the remuneration practices by analysing the practices in the United Kingdom, Singapore and Malaysia.  They key factors may include the time spent, roles in board committees, reputational risks, size of listed companies.  As a result of such analysis, listed companies may be able to design an effective system to determine the remunerations of INEDs, explain the variance of remuneration practices among different listed companies and the benchmark as established by HKMA and HKIoD, and attracting qualified talents by having transparent and systematic approach in determining the remuneration packages.  It can also highlight the issues of abnormal remuneration practices for INEDs of listed companies for further investigation.  For example, is it reasonable for INEDs to receive extremely low remunerations for listed companies with sizeable operations and different geographical locations?  Will the grant of share options granted to INEDs as part of the remuneration packages affect their independence?  

The research may provide positive correlations between INEDs and corporate governance as well as performance in Hong Kong.  This can help  the senior management to use INEDs wisely and effectively.    The research also discusses (i) how to use INEDs effectively by analysing the market practices in other jurisdictions, guidelines issued by the Stock Exchange and enforcement cases of the SFC, and (ii) background and qualifications of effective INEDs.  We may get INEDs involved in the corporate strategy formulation and implementation, discussion of listing rules implications, internal control and risk management matters and so on.  The background and qualifications may be important to make INEDs effective, time allocated to listed companies, and contributed to the success of listed companies.  This can provide insights to listed companies in finding suitable INED candidates to improve the corporate governance and performance.

Research plan of work and timetable
	Duration
	Particulars

	Months 1-9
	· Extensive literature review on corporate governance, corporate performance, remuneration practices of INEDs, roles and responsibilities of INEDs

	Months 10-11
	Pilot Study Plan

	Months 12-13
	· Data collection from the Stock Exchange and the SFC
· Preliminary analysis 

	Months 14-18
	· Design interview questionnaires and survey
· Conduct survey
· Interview with different stakeholders, including but not limited to INEDs, company secretaries, Chief Financial Officers of listed companies in Hong Kong

	Months 21-23
	· Writing up the research

	Month 24
	· Revision and final submission



Conclusion
This research will fill the gap in understanding the dynamics of INEDs’ remuneration in Hong Kong and its impact on corporate governance. The findings will have practical implications for companies, regulators, and policymakers, promoting a governance structure that aligns with global best practices while considering the unique aspects of Hong Kong's corporate environment.
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