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Directors' and officers’ liability insurance, institutional investor and
diversified operation

Wang Mengdi
(Hunan University, Changsha / Hunan, 410082)

Abstract: Since the launch of the directors’ and officers’ liability insurance, as a governance factor for
external supervision, it has attracted the attention of many scholars. Foreign scholars have conducted a
series of studies on various aspects such as their demand influencing factors and economic
consequences. Domestic scholars are less concerned because they are subject to non-mandatory
disclosure of information on directors’ and officers’ liability insurance in China. This article takes directors’
and officers’ liability insurance as the core factor, and conducts empirical research on A-share listed
companies in Shanghai and Shenzhen stock markets from 2002-2016 to explore its influence on the
diversification of business decisions. At the same time, institutional investors, as another important
external supervisor, will also play a role in the diversification of the business; therefore, this article further
explores how the relationship between directors’ and officers’ liability insurance and diversification will
have a change bearing on the role of institutional investors.
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