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The Interlocking Social Network of Independent Directors in Audit Committee

and the Quality of Financial Reporting

ZHANG Chuan', LUO Wenbo', LI Minxin®
(1. Shanghai Maritime University, Shanghai 201306, China;
2. School of Business, Jiaxin University, Jiaxing, Zhejiang 314051, China)

Abstract: Audit committee system is the core element of modern corporate governance structure. However, few studies have focused on the
impact on audit committee independent directors ” interlocking social network on their performance of duties. This paper takes A-share listed
companies from 2009 to 2019 as samples and uses the relationship network analysis model to explore the position of the chain social network
of independent directors in the audit committee and its impact on their performance of the supervision function of corporate financial repor-
ting. It is found that the more important the relationship network of independent directors is in the audit committee, the higher the quality of
corporate financial reports will be, and the improvement effect are more significant in areas with high legal level or private enterprises. Fur-
thermore, it is found that the network of independent directors in the audit committee can improve the quality of financial reports by promo-
ting internal control, the quality of external auditors and the diligence of the audit committee. The conclusion of this paper supports the posi-
tive role of network position on improving the performance ability of independent directors in the audit committee, indicating that the utility
of network position should be consistent with the main function, and also provides reference from further playing the function of the audit
committee and improving the governance ability of listed companies.

Key Words: audit committee; independent directors; relationship network; quality of financial reporting; legal environment; nature of

property rights; internal control
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