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Faust. Network

Do Independent Directors Influence the Auditor Choice?

Based on the Perspective of Directors Network

Xing Qiuhang & Han Xiaomei

Abstract: The independent director system gives the independent directors the right to affect companys’ employment of the audit firm  but whether

the independent directors really play a role in the auditor choice is oppugned. Based on the A—share listed companies from 2003 to 2014  this paper stud-

ies the effect of the independent director’ s network centrality on the company’ s auditor choice. The results show that the higher the network centrality

of independent directors is the more likely companies are to choose high—quality auditors. Further research finds that the effect is more pronounced in

companies located in a district with a high degree of marketization or in companies without political connections. The results of this study provide support—

ive evidence about the effective performance of the independent directors and enlighten the regulators to further improve the independent director system.

Key Words: Independent Director; Auditor Choice; Network Centrality
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