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Abstract. This paper introduces sequential decision-making and penalty into the board with dominative
number of independent directors firstly employing experimental approach. Results show, accuracy of
board decisions increase 39.09% and 34.26% with sequential decision-making and penalty respectively.
But the two institutions have different theories: sequential decision-making changes the information
structure of the board; it could inform the independent directors to get both types of director make same
decisions. Penalty can improve the accuracy of “insiders” when the project is bad by using independent
directors’ social preference. Good projects are not 100% passed because of tit-for-tat strategy when
sequential and social preference when penalty. That are different from the studies of Gillette.

Key words: independent directors; sequential; penalty; experimental
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