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The governance structures of contemporary organizations are increasingly challenged by
financial uncertainties, evolving ownership patterns, heightened scrutiny of ethical
financial practices, and the expanding influence of information systems in decision-
making. Independent directors, who play a crucial role within these governance
frameworks, often face complex and multifaceted dilemmas, including the significant
decision of whether to resign from their positions. This study aims to comprehensively
investigate the variables influencing independent directors' resignation decisions, focusing
on the interplay between financial metrics such as Return on Equity and Earnings
Management, audit opinions, major litigation, changes in the largest shareholder, liquidity
ratios, and governance components like information system functionality. The study seeks
to enhance existing corporate governance theory and provide valuable insights for the
development of effective governance structures. Employing a qualitative approach, the
research conducted eight semi-structured interviews followed by a three-step thematic
analysis to explore the lived experiences of independent directors and the intricate factors
affecting their resignation decisions. The findings highlight the considerable influence of
financial metrics, governance challenges, and the role of information systems on the
likelihood of independent director resignations. The interaction of these dimensions
reveals a complex landscape that directors navigate, underscoring the necessity of an
integrated approach to governance analysis. This research offers novel insights by bridging
gaps in current literature and presenting a holistic perspective on the factors driving
director resignations. The study’s originality lies in its examination of the interconnected
financial, governance, and technological dimensions, contributing both to academic
discourse and practical governance strategies. The implications of this research are
significant, providing guidance for organizations seeking to strengthen their governance
structures, enhance board effectiveness, and adeptly manage the complexities of the
modern business environment.
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Introduction

The complex dynamics surrounding independent director
resignations present a compelling area of study within
corporate governance, where directors’ decisions
significantly impact a company's overall health,
stakeholder perceptions, and strategic direction. Given the
backdrop of financial uncertainties, governance
challenges, and the increasing integration of information
technology in decision-making processes, a comprehensive
examination of these factors is imperative. This study
investigates the multifaceted determinants of independent
director resignations, with a particular emphasis on the
role of information technology in governance (Xing et al.,
2023). As organizations increasingly leverage information
systems for governance management, these technologies
play a critical role in facilitating rapid decision-making,
transparent communication, and the provision of real-time
financial data in contemporary corporate settings. This
research explores how information system analysis,
financial metrics, and governance issues intersect to
influence independent director resignations, thereby
enriching the understanding of board dynamics
(Muthuswamy, 2024; Wijayanti & Setiawan, 2023).
Governance structures, historically voluntary, now
necessitate sophisticated information systems, with
technological advancements such as big data, artificial
intelligence, and analytics transforming corporate
operations (Radonji¢ et al., 2022). The transparency,
efficiency, and quality of information systems significantly
shape the roles and challenges faced by independent board
directors, presenting new governance complexities and
opportunities. The convergence of information technology
integration, intricate financial measures, and evolving
governance practices generates novel challenges within
corporate governance frameworks (He et al., 2023). Key
financial indicators, such as liquidity ratios and Return on
Equity (ROE), provide insights into a company’s financial
health, while governance aspects, including audit opinions
and changes in the largest shareholder, further define the
governance landscape.

Information systems serve as a critical link between
boards, enabling data-driven decision-making processes.
This study elucidates the factors influencing independent
director resignations through an analysis of the
interconnected roles of information systems, financial
metrics, and governance components (Ahmadi,
Widhiastuti, & Helmy, 2022; Lu et al., 2022). As
technology's influence on governance expands, a thorough
examination of how information systems mediate
governance practices and financial indicators is essential
to understanding the evolving decision-making
environment of directors. This study utilizes information
system analysis to explore the factors influencing
independent director resignations, focusing on the
interplay between finance, governance, and technology
within corporate boards. ROE is a key financial metric
assessing profitability and capital allocation, as highlighted
by Siueia et al. (2019).

However, the relationship between independent director
resignations, ROE, and the mediating role of information
technology remains underexplored. Governance ethics are
compromised when earnings management manipulates
financial reporting to achieve targeted outcomes, a
practice linked to board resignations as noted by Goodell
et al. (2023). This research examines how information
system analysis shapes directors’ awareness and concerns
regarding aggressive earnings management practices.

Audit opinions significantly influence governance and can
precipitate director resignations, as argued by Hu et al.
(2020). This study investigates the impact of information
systems on audit opinions and their subsequent effects on
independent director resignations.

Additionally, legal and psychological challenges
associated with major litigation have been identified as
critical factors driving director resignations (Abd Aziz,
Rahim, & Aziz, 2022; Song et al., 2021). This research
delves into the psychological impacts of significant
lawsuits on directors and examines how information
systems manage these complex scenarios. Changes in
substantial shareholders are known to influence corporate
governance dynamics. According to Cherukunnath & Singh
(2022), shifts in ownership structures impact board
dynamics, and this study explores how information
technology facilitates communication regarding these
shareholder changes. Communication and engagement
during board meetings are also crucial, with infrequent
meetings leading to communication breakdowns and
potential resignations, as noted by Bai et al. (2023). This
study investigates how communication challenges affect
independent director resignations and the role of
information technology in mitigating these issues.
Furthermore, financial ratios such as Asset-Liability and
Quick Ratios can significantly impact management
decisions and board dynamics. Kim & Lee (2022a) suggest
that variations in these ratios influence board decision-
making processes. This research analyses how changes in
these financial ratios, as interpreted through information
system analysis, affect the likelihood of independent
director resignations, providing a comprehensive
understanding of the multifaceted factors at play.
Previous research has clarified several key aspects of
corporate governance. Rehan et al. (2023) highlight that
ROE enhances shareholder value and contributes to firm
performance. In the context of Earnings Management,
Zadeh et al. (2023) explore directors' concerns and the
ethical implications of financial reporting. Saheruddin &
Soedarmono (2022) investigated the role of audit opinions
in governance, emphasizing the critical importance of
audit quality in addressing governance challenges. Chang
et al. (2021) examined the psychological and legal risks
faced by directors in the context of significant litigation,
while Chintrakarn et al. (2022) analysed the impact of
substantial shareholder changes on board dynamics within
corporate governance. Najam et al. (2022) assessed
corporate decision-making, liquidity measures such as the
Quick Ratio, and market risk, whereas Chen et al. (2023)
focused on the Asset-Liability Ratio and its influence on
financial management.

Despite these insights, there remains a need for further
investigation into the interconnections between financial
indicators, governance variables, information systems, and
independent director resignations. Addressing these
research gaps necessitates a multifaceted approach. The
primary objective of this study is to deepen the
understanding of the complex processes that lead to
independent directors’ resignations from corporate boards.
By employing a comprehensive methodology that
integrates financial metrics, governance practices, and the
performance of information technology, this research aims
to provide a thorough analysis of the factors influencing
directors’ decisions to resign. The study seeks to contribute
to the literature by elucidating the interconnected nature
of these variables and offering actionable insights for
enhancing governance frameworks. The study aims to:

1. Assess the impact of significant shareholder changes,
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audit opinions, audit frequency, asset-liability ratios,
board meeting frequency, and earnings management
on the likelihood of independent director resignations.
2. Examine the relationship between these financial
metrics and governance characteristics, and explore
the influence of information systems on directors’
decisions to resign.
This research has significant implications for both
governance theory and practice. A comprehensive analysis
of the technological, financial, and governance factors
influencing independent directors’ resignations can
enhance corporate governance frameworks. By addressing
existing gaps and integrating diverse perspectives, the
study contributes to a deeper understanding of the
complex decision-making processes within boards, offering
valuable insights for scholars. The findings provide
practical data for organizations seeking to strengthen their
governance structures. By examining the factors
contributing to director resignations, this research aims to
improve board performance, enhance communication, and
address financial and governance challenges. Ultimately,
the study's insights can help refine governance strategies
to better align with the complexities of contemporary
business environments.

Literature Review

Information systems significantly influence organizational
dynamics and decision-making processes, playing a crucial
role in corporate governance. Advanced information
systems enhance operational efficiency, communication,
and process management in digital enterprises, thereby
improving strategic planning and problem-solving
capabilities. The integration of information technology
with organizational design has been explored as a means
to achieve greater agility and flexibility. In an increasingly
dynamic corporate landscape, understanding how
information technologies bolster organizational resilience
and responsiveness is essential. According to Tan & Wang
(2023), information systems impact corporate governance
by enhancing compliance and minimizing risks.

Analysts of information systems have investigated the role
of technological infrastructure in shaping decision-making
processes. Han et al. (2021) highlight that effective
information system analysis can uncover patterns that
influence strategic decisions, thereby providing insights
into organizational performance. Consequently, scholars
emphasize the importance of examining information
system functions within governance contexts. The audit
should encompass both technical elements and ensure that
the information system aligns with business objectives and
governance regulations. As organizations navigate the
contemporary business environment, it is crucial to
comprehend how information systems influence
stakeholder behaviour and the flow of information. Wu et
al. (2024) highlight the importance of analysing the
dynamics of information systems to enhance corporate
governance, focusing on the optimization, design, and
implementation of these systems.

Return on Equity

The complex interplay between financial performance and
governance is illuminated by examining the effect of ROE
on independent director resignations within the context of
information system analysis. Information systems play a
crucial role in generating, processing, and disseminating
financial data, which significantly influences
organizational decision-making (Alruwili & Elsawy, 2024;

Nissim, 2022). To understand the relationship between ROE
and independent director resignations, it is essential to
explore how information technologies enhance financial

transparency, data quality, and stakeholder
communication regarding financial performance
evaluations. The impact of information systems on

financial reporting affects both ROE and director
resignations. These systems facilitate the calculation of
ROE and the analysis of financial data. Research indicates
that modern information systems provide real-time
financial reporting, which enables directors to identify
financial trends and make informed decisions (Chen, 2023).
Effective information systems enable directors to detect
and address earnings management promptly. Without
reliable financial data provided by information systems,
directors may face difficulties in assessing the
organization’s financial health, leading to governance
challenges and, in extreme cases, resignations. Thus, the
influence of information systems on director resignations
and ROE extends beyond mere financial reporting (Aniello
et al., 2021).

Effective corporate governance relies on robust
communication and transparency, areas where IT plays a
crucial role. Information systems facilitate the provision of

reliable financial data, which is essential for
communication among boards, management, and
shareholders. Variations in ROE can signal financial

challenges or successes, underscoring the importance of
IT-supported communication. Directors, who need to
negotiate with stakeholders and manage finances, depend
on accurate and timely data (Boyer et al., 2012).
Perceptions of inadequate transparency or difficulty
accessing reliable financial information due to governance
issues can increase the likelihood of director resignations.
Information systems enhance strategic decision-making,
influencing ROE and director resignations beyond the scope
of financial reporting (Parikh et al., 2023). By offering a
comprehensive view of operations, integrated information
systems help directors align financial strategies with
organizational goals. Utilizing historical financial data and
real-time operational insights, directors can make
informed decisions that affect ROE. Factors such as cost
management, market expansion, and technology
investments can influence ROE (Chung et al., 2023).
Strategic decision-support systems may bolster directors’
confidence in financial management, potentially reducing
resignations related to financial issues.

Moreover, risk management supported by information
systems plays a significant role in both ROE and director
resignations (Chang et al., 2021). Accurate and timely data
from information systems enhance risk management
practices, helping to identify and address potential risks
associated with ROE fluctuations, liquidity challenges, or
aggressive financial behaviour. Directors equipped with a
thorough understanding of risks can take proactive
financial and governance measures to protect the
organization (DasGupta, 2022; Marifno & Montalvo, 2024).
Conversely, inadequate information systems can obscure
risks, leading to unexpected financial issues and
potentially prompting board resignations.

Earnings Management

Information technology introduces complexity into
earnings management, which involves manipulating
financial data to enhance performance metrics. The role
of information systems in detecting, preventing, and
responding to earnings management provides insight into
the factors behind independent directors' resignations.
Advanced information systems equipped with analytics and
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machine learning algorithms can identify anomalies in
financial data that may indicate earnings manipulation
(Gao & Huang, 2021; Zhao et al., 2023). These technologies
systematically analyse extensive databases to detect
irregularities that could signal fraudulent earnings
practices. Directors rely on accurate and timely data to
uphold financial integrity and avoid resignations due to
unethical financial practices. Effective information
systems are essential for detecting earnings management
and ensuring transparency. By enhancing the transparency
and communication of financial data, information
technology can influence independent directors' approach
to earnings management (Borralho et al., 2022).
Comprehensive information systems provide directors with
real-time financial data and disclosures, supporting
informed decision-making and reinforcing financial
integrity.

Directors are obligated to disclose earnings management
and corporate financial information. Ineffective use of
information technologies for transparent financial
reporting can lead to directors failing to detect and
address earnings management issues, which may
undermine trust and exacerbate governance problems,
potentially resulting in resignations (Wu & Dong, 2021).
The effectiveness of system detection and prevention
mechanisms is crucial in managing earnings manipulation
and influencing director resignations. Integrated
information systems with robust internal controls and
security measures enhance financial integrity by restricting
unauthorized access to and manipulation of financial data,
thereby mitigating earnings management practices. These
advanced systems foster trust in financial data, reducing
the likelihood of resignations due to unethical financial
practices (Goodell et al., 2023). The interplay between
director resignations, earnings management, and
information systems underscores the importance of
strategic decision-making. Directors rely on real-time
operational and financial data to make informed decisions
that align with organizational objectives (Graham et al.,
2022). In the absence of such advanced tools, directors
may depend on historical data, leaving them susceptible to
financial manipulation.

Audit Opinions

External audits evaluate a company's financial statements
and are deeply interconnected with the efficacy of
information  systems, governance structures, and
organizational decision-making. Analysing how information
systems influence auditing processes, the reliability of
financial information, and the actions and resignations of
independent directors is essential (Liang et al., 2022).
Information system analysis in the context of audit opinions
involves examining how technology supports and enhances
auditing. Modern information technology enables auditors
to process financial data more efficiently, utilizing
computer-assisted audit tools to analyse large datasets,
identify anomalies, and perform complex tests, thus
improving the precision and comprehensiveness of audits
(Chy et al., 2021). The quality of audit opinions is closely
linked to the auditability of information systems. An
integrated information system that facilitates efficient
data retrieval and analysis can simplify the auditing
process, reducing the likelihood of qualified or adverse
audit opinions that could lead to governance issues and
director resignations. The reliability of financial
information provided by information systems directly
impacts audit outcomes and governance effectiveness.
Verification solutions within information systems assist

auditors in achieving unqualified audit opinions, thereby
affirming the accuracy and fairness of financial statements
(Luo & Liu, 2023).

Information systems play a crucial role in maintaining data
integrity throughout the process of transaction recording
and financial report generation. Internal controls and the
presence of data anomalies can result in qualified or
adverse audit opinions. Directors faced with unsatisfactory
audit outcomes may encounter governance challenges that
could lead to their resignation. The influence of
information technology extends to audit results and the
communication of recommendations (Li & Liu, 2023).
Comprehensive information systems facilitate the
effective communication of audit results, enabling
directors to reach consensus on governance improvements
and remedial actions. Enhanced communication
technology can expedite issue resolution and potentially
reduce the likelihood of director resignations. Conversely,
inadequate information systems that fail to effectively
disseminate audit results may exacerbate governance
challenges and increase the incidence of governance-
related resignations (Cheng & Sun, 2019). To positively
impact audit outcomes, information systems must comply
with regulatory and auditing standards. Unqualified audit
opinions that affirm adherence to accounting and legal
requirements are crucial for maintaining compliance in
complex regulatory environments.

Major Litigation

Significant litigation can affect governance and IT's role in
legal matters. To understand how large litigation events
impact independent director resignations, it is essential to
examine how information systems manage, communicate,
and mitigate legal risks. Effective information systems
support legal processes, organize data, and enhance
organizational communication. According to Sinyard et al.
(2022), well-integrated information systems aid firms in
managing major lawsuits. These systems facilitate
electronic evidence management and e-discovery,
enabling advanced IT to collect, process, and present
evidence in court, thus assisting companies in defending
themselves and making informed decisions during
significant disputes (Shuya & Zainal, 2022; Tao et al.,
2023). Robust e-discovery systems help directors
understand the legal implications of significant events,
reducing resignations due to uncertainty. Transparent
information platforms enhance organizational
communication and management of major legal issues
(Heaney et al., 2021). Comprehensive systems enable legal
teams, directors, and stakeholders to monitor legal
processes, collaborate on strategies, and access real-time
data, aiding in litigation tracking, financial impact
analysis, and strategic decision-making.

Changes in the Largest Shareholder

Understanding how information system analysis impacts
corporate governance is crucial amid significant
shareholder changes. It is essential to examine how
information systems influence communication, decision-
making, and governance flexibility during these transitions
(Ho & Chang, 2022). Information systems manage
ownership data, support communication, and help
directors assess and adapt to new shareholder structures
(Dordi et al., 2023). They facilitate smooth transitions,
reduce disputes, and aid directors in managing governance
issues and interacting with new shareholders (Lee, 2022).
Advanced systems support strategic decision-making by
analysing scenarios and dynamic ownership changes, thus
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minimizing resignations due to governance conflicts (Li et
al., 2020; Ponce-de-Ledn, Gértrudix-Barrio, & Sanchez-
Parra, 2022). Effective information systems enable
directors to understand new major shareholders' goals and
adjust governance strategies accordingly (Fan et al.,
2022). Directors can leverage data to tailor their strategies
according to shareholders’ voting behaviours, involvement
levels, and governance preferences. Utilizing
comprehensive analytics and data enables directors to
make informed adjustments to ownership structures,
thereby mitigating the risk of governance misalignment
and subsequent resignations.

Number of Board Meetings

Understanding the impact of information system analysis
on board meeting frequency and director resignations is
vital for effective corporate governance. Analysis of board
meeting data focuses on scheduling, coordination, and
documentation technologies. Integrated information
systems enhance board meeting logistics, improve
communication, and ensure the accuracy of information
provided to directors. Goud (2022) highlights that
information systems significantly improve board processes,
particularly meeting management. These systems
facilitate the coordination of meetings, streamline
scheduling, and address logistical issues, which can help
reduce resignations related to scheduling conflicts or
availability.

Advanced information systems also support essential
communication by providing directors with timely access
to documents, reports, and data before, during, and after
meetings. Effective information sharing through these
systems enables board members to make well-informed
strategic decisions and fosters collaboration, thereby
decreasing resignations due to communication-related
challenges (Brodin & Renblad, 2020; Contreras-Cruz et al.,
2023). Information systems enhance decision-making
during board meetings by enabling directors to evaluate
and share real-time data. Decision support tools assist in
analysing options, identifying risks, and planning
strategically, thus improving the effectiveness of board
meetings. Such technologies facilitate quicker and more
informed decision-making, potentially reducing board
resignations (Pang et al., 2020). Additionally, information
systems play a crucial role in documenting and recording
board meetings, including conversations, follow-up
actions, and assigned responsibilities  through
comprehensive meeting minutes and decision logs.

Quick Ratio

Changes in the quick ratio, which reflect a company's
liquidity and capacity to meet short-term obligations, can
influence independent director resignations. Information
systems play a critical role in corporate governance,
financial reporting, and decision-making by facilitating the
collection, processing, and reporting of financial data
related to the quick ratio (Lee, 2023). Effective
information systems enhance the accuracy and speed of
financial reporting, which is vital for governance oversight
and decision-making (Elkins et al., 2021). Advanced
information systems improve the efficiency and precision
of financial reporting by streamlining data collection and
processing. Directors who utilize sophisticated financial
reporting systems can rely on accurate quick ratio
computations, thereby mitigating financial
mismanagement and reducing the likelihood of
resignations due to inaccuracies (Goodell et al., 2023).

The quick ratio significantly impacts organizational

decision-making, as information systems provide real-time
financial data that aid in managing liquidity. Dynamic
financial analysis and scenario planning, supported by
robust decision support systems, enable directors to
address liquidity issues and develop strategies for
managing the quick ratio. Such systems foster strategic
governance and may help decrease resignations related to
financial risk management (Newton et al., 2023). Effective
communication is crucial for timely director resignations,
and information systems enhance this process.
Comprehensive systems provide directors with financial
reports and analysis, enabling better understanding of
quick ratios and liquidity control (Tan, 2023). Transparent
communication facilitated by IT can improve governance
and reduce resignations related to financial
communication issues.

Asset-Liability Ratio

The Asset-Liability Ratio reflects a business's financial
stability and risk. Information systems enhance financial
reporting, decision-making, and governance, which can
explain how changes in this ratio affect independent
director resignations. Advanced systems improve data
collection and reporting, ensuring accuracy and efficiency
(Cheung, 2023). Reliable financial data helps reduce
mismanagement and resignation risks. Additionally, real-
time financial data from these systems supports effective
risk management and strategic governance, potentially
minimizing resignations related to financial instability (Du
et al., 2023; Gale et al., 2022). The relationship between
the Asset-Liability Ratio and director resignations is
enhanced by effective communication through information
systems. Comprehensive information systems deliver
crucial financial reports and analyses, facilitating informed
discussions on the Asset-Liability Ratio and financial
strategies (Skuban-Eiseler et al., 2023; Worrachananun,
2022). Transparent information systems can improve
collaboration among directors, potentially reducing
resignations related to financial communication issues.

Methodology

This qualitative study investigates the intricate
relationship between financial indicators, information
systems, and independent director resignations.
Qualitative methods, emphasizing participant perspectives
and contextual understanding, are particularly suited for
exploratory research into complex and human-centred
phenomena. The study examines how financial variables
influence information systems and impact director
resignations, primarily through semi-structured interviews
that allow for in-depth, focused discussions. Targeting
finance, IT, and corporate governance experts, this
purposive sampling approach ensures the relevance of
participants’ insights, enhancing the understanding of
factors contributing to independent director resignations.
The diverse viewpoints of participants provide a
comprehensive view of financial governance and its
implications for independent directors, executives, and
decision-makers.

Eight semi-structured interviews were conducted,
balancing the depth of inquiry with the practical
constraints of qualitative research. Participants were
selected through professional networks, industry
associations, and referrals, as detailed in Table 1. This
approach aimed to capture a range of perspectives on
governance, finance, and information systems. Prior to the
interviews, participants provided informed consent,
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ensuring their voluntary participation and confidentiality.
Remote interviews were wused to accommodate
participants’ schedules and locations. This selection
process ensured a diverse mix of backgrounds, expertise,

Table 1: Demographic Profile of Respondents.

and roles, allowing for a comprehensive exploration of
financial metrics, information systems, and independent
director resignations.

Participant Gender Age Position Years in Role Industry
P1 Male 55 Independent Director [} Finance
P2 Female 48 CFO 12 Technology
P3 Male 60 CEO 15 Healthcare
P4 Female 42 Information Systems Manager 7 Manufacturing
P5 Male 50 Board Chair 10 Energy
P6 Female 45 Risk Management Officer 5 Finance
P7 Male 58 Independent Director 12 Retail
P8 Female 53 CFO 9 Hospitality

This qualitative study employs semi-structured interviews
to explore the interplay between financial indicators,
information  systems, and independent director
resignations. The use of semi-structured interviews
provides flexible yet focused qualitative data, as
illustrated in Table 2. A structured framework guided the
interviews to ensure consistent probing while allowing
participants to articulate their experiences and
perspectives. Open-ended questions facilitated an in-
depth understanding of the complex interactions among
financial metrics and information technology within
corporate governance. Remote interviews were conducted

Table 2: Interview Guideline.

to accommodate participants’ schedules and locations,
enhancing accessibility and fostering candid discussions in
a comfortable setting. Each 60-minute interview focused
on information systems in decision-making, financial
indicators, and director resignations. To capture the full
complexity of the interactions, interviews were
videotaped, allowing for the observation of nonverbal
cues, emotions, and context. The interviews were
transcribed verbatim, ensuring accurate capture of
participant responses. These transcriptions enable the
examination of patterns, themes, and insights, providing a
robust basis for scholarly analysis.

Variable

Interview Questions

1. Can you share your perspectives on how variations in ROE may influence the dynamics of

?
Return on Equity the board?

the board?

2. In your experience, how might high or low ROE impact decision-making processes within

1. Could you discuss your views on the correlation between earnings management and

. director resignations?
Earnings Management g

management?

2. How do you think directors perceive and respond to instances of aggressive earnings

1. How do different types of audit opinions, such as unqualified or qualified, relate to director

) s
Audit Opinions resignations

board?

2. In your role, how have adverse audit opinions influenced governance concerns within the

1. Can you elaborate on how major litigation events impact the likelihood of independent

: . o
Major Litigation director resignations?

over litigation?

2. Have you observed directors resigning to avoid legal implications or due to disagreements

1. From your perspective, how do changes in ownership structure influence independent

Changes in the Largest
Shareholder 2.

director resignations?

governance preferences?

Have new major shareholders led to director departures due to different expectations or

1. How would you analyse the relationship between the frequency of board meetings and the

Number of Board
Meetings 2.

probability of director resignations?
In your experience, what role does the frequency of board meetings play in addressing

potential communication issues?
1. Can you discuss your insights into how variations in the quick ratio might affect the

Quick Ratio

likelihood of director resignations?
2. How does the organization's financial liquidity, as indicated by the quick ratio, influence

board dynamics in your opinion?
1. From your perspective, how might the asset-liability ratio impact the probability of

Asset-Liability Ratio

independent director resignations?
2. Have you observed situations where a high asset-liability ratio contributed to governance
concerns or director decisions?

In qualitative research, data saturation signifies the point
at which additional data no longer yields new insights,
indicating that a comprehensive understanding has been
achieved. In this study, data saturation was evaluated
throughout the data collection process. Researchers
systematically analysed data after each interview to

identify emerging patterns, assessing whether further
interviews were necessary. Saturation was reached after
eight interviews, as no new themes or insights emerged,
and the data began to show repetitive patterns. This point
marked the theoretical sufficiency of the data collection,
enhancing the study's credibility and reliability. Achieving
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data saturation is crucial for ensuring the rigor of the study,
as it confirms that the research questions have been
thoroughly addressed. The diverse sample of participants
provided a range of perspectives, contributing to the
study's credibility by ensuring an in-depth exploration of
participants’ views. The saturation of data influences the
analysis of themes, reflecting a comprehensive
investigation of the relationships among financial
indicators, information systems, and independent director
resignations.

This study employed qualitative thematic analysis to
investigate participants’ perspectives on financial
indicators, information systems, and independent director
resignations (see Table 3). The process began with the

Table 3: Thematic Analysis.

transcription of interviews to ensure accurate capture of
participants’ statements. Researchers then reviewed these
transcripts to understand the content and context,
identifying recurring themes, terms, and concepts. Data
was systematically coded using both inductive and
deductive approaches, uncovering significant connections
between financial metrics, information systems, and
director resignations. Coded data was grouped into
themes, which were refined through iterative team
discussions to enhance clarity and validity. This iterative
process helped reduce redundancy, clarify distinctions, and
ensure the credibility and authenticity of the themes in
relation to the research objectives.

Stage

Description

Objective: Develop a foundational understanding of the data and identify potential themes.

Stage 1: Data
Familiarization

without committing to specific themes.

Process: Initial review of the interview transcripts by researchers to become familiar with the
content. No coding or thematic identification at this point.
Activities: Reading and re-reading transcripts, noting initial thoughts, ideas, and impressions

Objective: Begin the process of organizing and categorizing data into meaningful codes.

Stage 2: Initial
Coding

Process: Systematic coding of relevant segments of the data. Codes are often short, descriptive
labels capturing the essence of the content.
Activities: Identifying recurring patterns, concepts, and key ideas. Generating initial codes to label

these patterns. Grouping related codes to form preliminary themes.
Objective: Refine and finalize identified themes, ensuring coherence and relevance.
Process: Reviewing and revising codes to ensure consistency and relevance. Clustering codes into

Stage 3: Theme
Development

broader themes that capture overarching concepts. Ensuring themes align with the research
objectives and participant perspectives.
Activities: Constant comparison of codes and themes across the dataset. Seeking feedback from

research peers to enhance the validity and reliability of themes. Iterative refinement until a

coherent thematic structure emerges.

The rigor of this qualitative study underpins its validity. To
ensure a comprehensive analysis, various strategies were
employed following a purposive sampling approach. Experts
in corporate governance, finance, and information systems
were selected to provide diverse perspectives on financial
metrics and director resignations. A systematic thematic
analysis was conducted, involving detailed reading, coding,
and thematic development, with periodic reviews to refine
the analysis. Research team discussions facilitated the
identification of key themes and built consensus. Data
saturation confirmed the adequacy of the sample size,
indicating that further interviews were unlikely to yield new
insights. These rigorous methodologies enhance the study's
qualitative findings and contribute to a deeper
understanding of independent director resignations in the
context of financial metrics and information systems.

Results

This study explores why independent directors resign from
corporate boards by interviewing professionals in finance,
governance, and information systems. Topics covered
include ROE, earnings management, audit opinions, major
litigation, shareholder changes, board meetings, the quick
ratio, and the asset-liability ratio. The findings reveal how
psychological factors, information systems, and financial
metrics influence director decisions. The article will
analyse these complexities and relationships, drawing on
participant insights and relevant literature to explain
director resignations.

ROE Influencing Resignations of Independent Directors

This qualitative study reveals that ROE impacts the

resignation of independent directors from corporate
boards. Discussions with experts in finance, governance,
and information systems identified a consistent pattern
(Figure 1). Respondent 1, a financial expert, emphasized
the role of ROE in board dynamics and director behaviour,
noting that low ROE can lead to governance concerns and
prompt directors to reconsider their positions. Respondent
5, a Board Chair in an energy firm, stated, "A prolonged
decline in ROE can create an environment of uncertainty,
leading to resignations as directors may struggle to fulfil
their fiduciary responsibilities.” These findings are
supported by Nissim (2022), who confirmed that low ROE
can signal financial distress and complicate governance.
Conversely, Respondent 3, a hospital CEO, observed that
while high ROE can enhance board confidence and support
strategic decision-making, a rapid increase in ROE may
prompt scepticism and potential resignations due to
perceived financial aggressiveness. Thus, both low and
high ROE can lead directors to reassess their roles,
highlighting the complex relationship between ROE and
director resignations.

Ullah et al. (2020) noted that while high ROE is generally
favourable, unexplained fluctuations can unsettle board
members. This finding aligns with qualitative results
indicating that changes in ROE, regardless of their
direction, can significantly influence independent director
resignations.  Financial Risk Management Officer
Respondent 6 highlighted the role of information systems
in shaping perceptions of ROE. According to Respondent 6,
real-time financial data provided by information systems
supports directors in making informed decisions about ROE
and their tenure. This underscores the connection between
information systems and financial metrics, illustrating the
technological impact on governance. Monteiro et al. (2022)
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further linked information systems to financial decision-
making, demonstrating that robust information systems aid
directors in evaluating financial indicators. These findings
corroborate the current study, emphasizing the importance
of information systems in managing ROE and independent
director resignations.
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Figure 1: Weightage of Respondents Related to ROE Factors.

Earnings Management
Independent Directors

Influencing Resignations of

The qualitative findings reveal the impact of Earnings
Management on independent director resignations from
corporate boards. Respondent 2, an experienced CFO,
highlighted that aggressive Earnings Management
undermines directors’ trust and creates discomfort with
financial reporting standards, potentially leading to
resignations. This data suggests that aggressive Earnings
Management may raise concerns about directors’
responsibilities. Jin et al. (2022) corroborate these
qualitative insights, showing that questionable financial
practices can influence director decisions, with financial
specialists being particularly likely to resign if they perceive
ethical breaches in financial reporting. Additionally,
Respondent 4, a manager with expertise in financial
reporting technologies, discussed the implications of
earnings management systems in this context.

An effective information system can mitigate earnings
management by providing real-time financial data that
makes justifying manipulative practices more difficult.
This highlights the connection between information
systems and financial governance, demonstrating how
technology can reduce the risks associated with aggressive
earnings management. Yu & Fang (2022) found that
advanced information systems are capable of detecting
financial irregularities, concluding that improved
information systems help prevent earnings management.
These findings support the qualitative evidence that robust
information systems are essential for managing earnings
practices and may influence director resignations.
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Figure 2: Weightage of Respondents Related to Earnings
Management.

Audit Opinions Influencing Resignations of Independent
Directors

This qualitative study investigates how audit opinions
influence independent director resignations on corporate

boards. Interviews with finance, governance, and IT
experts reveal a recurring pattern: negative audit
outcomes significantly impact directors' decisions.

Respondent 3, an experienced hospital CEO, noted that
adverse audit results can lead to changes in board
governance and prompt director resignations due to
financial concerns. These findings align with Kamarudin et
al. (2012), who emphasized that unfavourable audit
opinions can compel directors, particularly those with
financial expertise, to resign (Figure 3). Additionally, the
study explored how information systems affect audit
opinions. Respondent 6, a Financial Risk Management
Officer, highlighted that robust information systems
mitigate governance challenges arising from inaccurate
audit reports. Real-time financial data enables directors to
address audit report errors effectively. Wu et al. (2024)
further supported these findings by noting that modern
information  technologies enhance audit report
management and response, confirming the role of
information systems in influencing audit opinions and
subsequent director resignations.
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Figure 3: Weightage of Respondents Related to Audit Opinion.

Major Litigation Influencing Resignations of Independent
Directors

This qualitative study examines the impact of Major
Litigation on independent director resignations within
corporate boards. Through in-depth interviews with finance,
governance, and IT experts, a discernible pattern emerged
regarding the influence of Major Litigation on director
departures. Respondent 5, a board chair of an energy firm,
highlighted that substantial legal challenges can strain
directors, potentially leading to their resignation due to
legal pressures and shareholder demands. This aligns with
Anokhin et al. (2022), who confirmed through a
comprehensive review that major litigation significantly
affects board dynamics, often resulting in the resignation of
directors, particularly those with legal expertise (Figure 4).
The study also found that high-profile litigation frequently
follows director resignations. Respondent 2, a seasoned CFO,
noted that perceptions of major lawsuits are significantly
shaped by information systems. Effective information
systems play a crucial role in managing litigation risks and
supporting director decision-making by providing real-time
data. This underscores the technological advancements in
financial governance systems and their relevance to
managing major legal issues. Hwang et al. (2020) further
support this by demonstrating that modern IT accelerates
legal resolutions, thereby impacting high-profile legal cases
and director resignations.
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Figure 4: Weightage of Respondents Related to Major
Litigation.

Changes in the Largest Shareholder
Resignations of Independent Directors

Influencing

This qualitative study investigates the impact of changes in
the largest shareholder on independent director
resignations. Through detailed interviews with experts in
finance, governance, and information systems, the study
identified a trend illustrating the intricate dynamics
between ownership structure changes and director
departures. Respondent 1, an experienced independent
financial director, highlighted that significant shareholder
shifts can alter board dynamics, with new major
shareholders often seeking different governance
approaches. According to Respondent 1, directors may
resign if their governance or strategic alignment diverges
from that of the new primary stakeholder. The study's
qualitative findings reveal that directors frequently
reassess their positions following major shareholder
changes. These conclusions are corroborated by Sun
(2021), whose comprehensive review of ownership
structure and board dynamics supports the notion that
major shareholder changes influence director resignations
(Figure 5). Respondent 3, a hospital CEO, emphasized the
role of information systems in shaping perceptions of
shareholder changes. Effective information systems
facilitate adjustments for major stakeholders, with real-
time data assisting directors in understanding ownership
changes and making informed decisions about board
continuity. Zhou et al. (2021) further validated these
findings by demonstrating that modern information
systems enable firms to swiftly evaluate ownership
changes, reinforcing the qualitative conclusion that
information  systems  significantly affect largest
shareholder dynamics and director resignations.
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Figure 5: Weightage of Respondents Related to Changes in
the Largest Shareholder.

Number of Board Meetings Influencing Resignations of
Independent Directors

This qualitative study investigates the impact of board
meeting frequency on independent director resignations.
In-depth interviews with experts in finance, governance,
and IT revealed a connection between board meeting
frequency and director exits. Respondent 4, an Information
Systems Manager, noted that the frequency of board
meetings affects director engagement and communication.
Infrequent meetings can lead to director dissatisfaction
and resignations. These findings are supported by
Khandelwal et al. (2023), who found that infrequent board
meetings may influence directors’ decisions to resign,
particularly among governance experts (Figure 6).
Additionally, Respondent 6, a Financial Risk Management
Officer, emphasized that information systems improve
board communication and help address issues arising from
infrequent meetings. Di Vaio et al. (2021) further
confirmed that information systems can mitigate the
impact of infrequent board meetings by facilitating
effective communication and decision-making. This
supports the conclusion that information systems play a
crucial role in managing board meeting frequency and its
effects on director resignations.
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Figure 6: Weightage of Respondents Related to Number of
Board Meetings.

Quick Ratio influencing Resignations of Independent
Directors

This qualitative study explores the impact of the Quick
Ratio on independent director resignations from corporate
boards. In-depth interviews with experts in finance,
governance, and information systems revealed a nuanced
relationship between financial liquidity, as indicated by the
Quick Ratio, and director departures. Respondent 3, a
senior hospital CEO, emphasized the significance of the
Quick Ratio in decision-making, noting that a low ratio can
signal financial distress and prompt directors to reconsider
their positions to mitigate risks. The study found that the
Quick Ratio significantly influences director resignations
(Figure 7). Patel et al. (2022) corroborated these findings
through a comprehensive analysis of financial liquidity
indicators and board dynamics, indicating that directors,
particularly those with financial expertise, may resign in
response to a low Quick Ratio. Respondent 2, an expert
CFO, discussed the role of information systems in shaping
perceptions of the Quick Ratio, stating that real-time
financial data and effective IT are crucial for assessing
liquidity issues and making informed decisions about board
continuity. Kim et al. (2022b) further supported this
perspective, demonstrating that modern information
technologies facilitate quicker resolution of liquidity
concerns. This reinforces the study’s conclusion that
information systems and the Quick Ratio are integral to
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understanding and managing director resignations.
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Figure 7: Weightage of Respondents Related to Quick Ratio.

Asset-Liability Ratio
Independent Directors

Influencing Resignations of

This qualitative study examines how the Asset-Liability
Ratio influences independent director resignations.
Interviews with finance, governance, and information
systems experts revealed that a high Asset-Liability Ratio,
indicating significant financial risk, can drive directors to
resign to avoid potential liabilities and preserve their
professional integrity (Figure 8). Respondent 5, an energy
firm board chair, highlighted the crucial role of this ratio
in board decisions. Kempeneer (2021) corroborates these
findings, noting that a high Asset-Liability Ratio can prompt
director exits, particularly among financial professionals.
Respondent 4, an information systems manager,
emphasized that effective IT and real-time financial data
are essential for assessing this ratio and managing board
continuity. Berg & Kim (2022) further support this by
showing that advanced information systems help address
financial risks, reinforcing the study’s conclusion that
information systems and the Asset-Liability Ratio are key
factors in director resignations.
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Figure 8: Weightage of Respondents Related to Asset-
Liability Ratio

Discussion

The discussion chapter of this study integrates the analysis
of factors influencing independent director resignations
with insights from the literature review. It explores the

complex interplay between financial indicators,
information systems, and governance processes affecting
director decisions. The research highlights that

fluctuations in ROE can influence director resignations,
revealing a strong correlation between ROE, financial
health, and board dynamics. Financial stability is crucial
for effective governance, as directors may resign if

financial performance deteriorates. The study also

establishes a connection between earnings management

and director turnover, emphasizing that aggressive profit
manipulation can significantly impact directors’ decisions.

The findings underscore the importance of robust

governance and the need for transparency in financial

management to prevent resignations. Additionally, the
study supports existing literature on the impact of negative
audit opinions on director turnover and governance,
aligning with Wen et al. (2020), who assert that audit
outcomes affect board dynamics and governance practices.

Furthermore, the study confirms that high-profile litigation

contributes to director resignations, with the psychological

effects of such cases influencing directors’ decision-

making, as discussed by Imbernon et al. (2022).

Directors may resign to avoid legal issues, protect their

health, and reduce the stress associated with litigation.

Changes in major shareholders strongly predict board

resignations, highlighting the need for new governance

strategies to align with stakeholder expectations. The
study suggests that directors should reassess their positions
in light of potential shifts in governance expectations from
new major shareholders. It also underscores the role of
information technology in facilitating governance
transitions. Thiéry et al. (2023) found that frequent board
meetings are linked to better director engagement and
communication, with infrequent meetings increasing
resignation likelihood due to perceived disengagement.

Research shows that financial liquidity indicators like the

Quick Ratio influence director resignations, with directors

reconsidering their roles if financial concerns diminish the

ratio. The Asset-Liability Ratio also impacts board
decisions, with high ratios prompting directors to resign to
mitigate risks (Watson et al., 2023). Additionally, ROE,

Quick Ratio, Asset-Liability Ratio, and Earnings

Management are critical factors in director decisions

(Chung et al., 2023). Large lawsuits, audit issues, and

governance challenges can also lead to resignations.

Information technology enhances governance by improving

data visibility and communication, potentially affecting

director turnover. Based on the above discussion, we
propose the following propositions:

1. Director evaluations of the organization’s financial
health, as indicated by metrics such as ROE, Quick
Ratio, and Asset-Liability Ratio, significantly impact
decisions regarding board continuity.

2. Governance challenges, including aggressive earnings
management, adverse audit opinions, major litigation,
and changes in principal shareholders, can lead to
director resignations.

3. Information systems play a critical role in influencing
director resignations, financial management, and
governance.

4. Infrequent board meetings may hinder communication,
leading to increased feelings of isolation among directors
and potentially influencing their decision to resign.

5. The psychological impact of governance issues,
particularly during high-profile litigation and severe
financial crises, drives independent directors to resign.

6. Changes in major shareholders significantly affect
director resignations, indicating that new major
stakeholders may have different governance
expectations.

Conclusion

This study utilizes information system analysis to explore
the factors leading to independent director resignations.



63

Wu & Dong

Key aspects such as ROE, Earnings Management, Audit
Opinions, Major Litigation, Largest Shareholder Changes,
Board Meetings, Quick Ratio, and Asset-Liability Ratio are
examined to understand corporate board dynamics.
Advanced governance information systems offer
transparent communication, real-time financial data, and
risk reduction, helping directors manage these issues
effectively. Such systems assist in evaluating ROE, Quick
Ratio, and Asset-Liability Ratio, improving financial
oversight and governance. They also address challenges
related to unfavourable audit opinions, major litigation,
and shareholder changes. Enhanced information systems
facilitate regular, effective communication, reducing
isolation and improving board engagement. Studies
indicate that directors may resign if communication
barriers prevent participation in board activities. Thus,
information systems are crucial for addressing financial
and governance issues, ultimately aiding in the prevention
of director resignations.

Implications

Practical Implications

Companies must invest in advanced information systems to
ensure real-time financial data and transparent
communication. Effective information systems are crucial
for governance and operations, as they significantly impact
directors’ decision-making. Leaders should promote ethical
use of these systems and provide directors with training on
financial judgments facilitated by technology. To prevent
governance issues and board resignations, firms need
proactive IT management and regular system audits.
Collaboration between IT and governance professionals is
essential for integrating technology into governance
strategies. Additionally, incorporating IT perspectives into
board meetings and focusing on technology training for
directors will enhance their ability to manage and leverage
information systems effectively.

Theoretical Implications

This study advances corporate governance theory by
emphasizing the critical role of information system analysis in
independent directors’ resignation decisions. The theoretical
framework integrates financial metrics, governance
practices, and information technology, highlighting the
dynamic interaction between these elements. It underscores
the significance of real-time data and transparent
communication in effective governance, revealing how
independent directors utilize information systems for
decision-making. This research demonstrates how information
technology can strategically support directors’ perspectives,
promote transparent governance, and influence decision-
making processes, thereby enriching theoretical discourse on
corporate governance. Additionally, it explores the
relationship between information systems and directors'
psychological decisions, showing that advanced information
systems can mitigate the psychological impact of governance
challenges. The study suggests a need to reassess governance
frameworks to incorporate information technology and
address directors’ psychological well-being. Overall, the study
illustrates that information systems are strategic assets with
substantial implications for organizational governance and
director decisions.

Limitations and Future Direction

This study has elucidated the complex interplay between

information system analysis and independent director
resignations, though it also highlights areas for further
research. The investigation focused on how information
system analysis influences governance and director decisions
but did not assess the effectiveness of organizational
information systems. Future research could explore the
impact of advanced technologies, such as artificial
intelligence and blockchain, on governance and director
resignations, reflecting the evolving landscape of corporate
information systems. The study's reliance on semi-structured
interviews provided valuable qualitative insights, but the
limited sample size and specific organizational context
restrict generalizability. To enhance the external validity of
these findings, quantitative methods, such as surveys or
archival data analysis, should be employed in future studies.
A larger and more diverse sample could offer broader
insights into the trends and dynamics of information system
analysis and director resignations.

Additionally, the study may have overlooked aspects of
board and organizational dynamics by concentrating
primarily on financial metrics and governance rules.
Information system analysis affects director resignations
through board dynamics, internal governance, and
organizational composition, which warrants further
investigation. Longitudinal studies could track the evolving
relationship between information system analysis,
governance practices, and director resignations over time to
better understand trends and causality. Moreover, the study
did not address cybersecurity issues related to information
systems, such as data breaches and their impact on director
decisions. In the context of increasing cybersecurity
concerns, future research should consider how data
breaches and cyberattacks affect director decisions and
explore how effective cybersecurity risk management can
enhance corporate governance in digital firms.
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