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Do Independent Directors and Other Executives Have the Same Role
of Corporate Governance? Based on Political Connections

and the Audit Contract

LIU Yingfei, CHEN Liang
(School of Economy and Management, Wuhan University, Wuhan 430072, China)

Abstract: By using 2007—2011 A-share listed non-financial insurance industry as a sample, we divide the political connec-
tions into different types of independent directors political connections and other executives political connections according to
the types of executives and find the different role of corporate governance between the independent directors and the other exec-
utives from the perspective of political connections and the audit contract. We show that companies with independent director
political connections tend to choose high-quality audit services, and companies with other executive political connections tend
to choose low-quality audit services. We also show that companies with other executive political connections tend to choose a
lower-quality audit services but pay relatively higher audit fees, and do not pay significantly higher than the companies with in-

¢

dependent director political connections. Therefore, the study indicates that independent directors tend to use “supporting
hand” of political connections to play a role in corporate governance while other executives tend to use the “grabbing hand”.
Key Words: political connections; corporate governance; independent directors; audit contract; audit opinion; audit fees;

auditor selection; audit quality; enterprise top managers
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