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Will Strategic Change Affect Auditor Switch? Empirical Evidence from

Chinese Listed Firms

XIONG Xuemei',HUANG Xuanhao?, PAN Lin’
(1. School of Accounting , Zhongnan University of Economics and Law , Wuhan 430073, China;2. School of Economics and
Management, Fuzhou University , Fuzhou 350108, China;3. School of Business Administration, Jimei University , Xiamen
361021, China)

Abstract: Based on the A-share listed companies from 2007 to 2016, we examine how strategic change affects auditor switch.
First, we find a positive relation between strategic change and auditor switch, indicating that changes in the company's internal
strategy may lead to re-establishment of relationships with third-party supervisors; second, compared with non-state enterprises,
state-owned enterprise strategic changes would lead to a lower likelihood of auditors changing. Additionally, this paper analyzes
the deeper reasons for auditor switch from two perspectives of customer choice and auditor resignation, finding that strategic
changes are more likely to cause auditor switch when former auditors are non-industry-experts or from less reputable audit firms;
on the other hand, strategic changes are also more likely to cause auditor switch in lower-risk companies; third, the replacement
of auditors aggravates the negative impact of strategic changes on the financial reporting quality.

Keywords: strategic change;auditor switch;auditor industry expertise;auditor reputation; corporate risk;financial reporting quality
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