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Can politically connected independent director of
private firms perform their duties effectively?
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Abstract: In the recent years, more and more retired senior officials tend to act as independent directors in private firms,
which arouses heated debates in the society. It is the key to dissect whether these politically connected independent
directors perform their duties effectively and whether they positively impact the performance of the firms. Taking the
private listed companies during 2005—2013 as samples, the present study elaborates the employment of politically
connected independent directors. The result shows that politically connected independent directors play the role of
“vase director”. Although they receive relatively higher payment, they can not perform their duties effectively, and
herefore bring a negative effect on the firms’ performances. Besides, the higher the administrative positions they hold,
the stronger the negative effect is.

Key Words: private firms; politically connected independent director; fulfillment of duties; firms’ performance
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