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R R A 37 HE 5 g o BE Nscore JE FUREAE 1) it o0 BE 43 B AT AR, 340 4F BE 47 HE P b 2R AE
LREiEtR FPEUETE R, SR G AT N B A H , # B4 =] 2 T Y 0k ST v R
L EESER
PR B g il A Ic o] PIERE R ACE B ATk P AR R 1, BN HRE A 0
R g KA RS Rl d 2 5 SERVH B WA R bR EZE I &, 2
IREE AN 2 1 EU ST YA BN R IR AT E S T A UE R 1, F/ W
HUEH 0
M ERFREETR Dir_law BT R EFEAFREN 1, FNEMER
it 7 B 3 Dir_salary 37 3 F T B 2R3 EL
LAy S e Dir_age bl N S ki
FERUE Soe EA A BE R 1, 5 UHE A 0
F—RKMBRFFALELH]  Shrerl F— R REARFF A & A RS B L
HWH L Board R H AR
EHELSHMBE T A Board L B
ST EE R H Indep Ay EF HEF S BB A
AR s HE
Tk b M_B o=
ol
ZE 5t Roa e
B
yikiivies Lev T
agEib Size BT B SRR A
S TR A Btaet { P ET ST — S R T At HE R 2011 )
' I SIS T p A A SRS SRR
Cna=A Industry A7k i 007 A
AR IH Year SE A E

Dir_law 5 Liti_dum TF # 63% — 45 16 5 {7 B W& 1
R —B, X ] fE = B A R U e XL R A 4 A B )
THEELRETR(ZRFE) WU VESR , BERT
R(RWFE) WML EF I A BE X FEAR A 7 8 F
RS B ST BRBOR , S A 2 B IE M 36
% . Dir_salary 5 Liti_dum 0 Liti_amo ¥ #£ 1% 7K ¥ &
EZIEMX, AFMrEF VP H R, Lok Ur s
MfEFeamYEREER, A YD EN ML E
S BB A AR el AR BN R R o Shrerl 524
AWIFREEEAMEE, WA KBEREST AR

ML R A R, 5 8 HEAE 51 1 R 31— B DL
A B ST b R T 5 P A 4 IR S5 AR A B R
X 4% 9 & R4 B, & P Protect 5 45 ) BE R KUK B %
MR, AHRLHWBERERPBEEFHTARAMN
BE AT RS o JE ST, Roa 1 Size 34 5 23 R HUUF XU 2 3%
AR , M BRILeo KT R BB ENIE, XERAS
EARRGREA - . ABRERRIT R
R VERSME EE SRR P Mo L
FEHNERSAFAPFAKRA LR M EEMR
L RTRE, SRR
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Table 2 Annual and Industrial Distribution of Corporate Litigation

- i ke BRILOY B
0 1 2 =3 % LI AR

Panel A ;5348 RESFAR

2007 4E 1163 1110 42 9 2 4.557 22.167
2008 4F 1303 1189 67 22 25 8.749  70.617
2009 4 1341 1197 104 13 27 10.738  286.416
2010 4§ 1 548 1 408 87 25 28 9.044  101.087
2011 4 1854 1693 112 27 22 8.684  63.978
2012 4E 2204 2 061 105 22 16 6.488  393.213
2013 4 2190 2 005 121 33 31 8.447  133.406
2014 4 2111 1792 177 55 87 15.111 468,187
it 13 714 12 455 815 206 238 9.180 1 539.071
Panel B:4pF k434

R R Hlk 270 232 24 5 9 14.074  42.893
F Al 350 325 18 4 3 7.143  32.584
il 8 OB 570 520 30 6 14 8.772  31.556
il 258 RdE B 485 437 33 10 5 9.897  24.508
il : AP KR 39 38 1 0 0 2.564 0.081
il 38« 15 405 ENR 262 239 17 3 3 8.779 6.389
& i Al AR Ik 1441 1319 83 18 21 8.466  60.557
il e« HL 727 680 39 4 4 6.465  17.448
HEl .28 EEE 1179 1092 58 16 13 7.379  174.690
E RN TR e 2 466 2 280 127 28 31 7.543  330.334
il : B2 2 A= Py ifil 872 801 48 12 11 8.142  46.269
il 35 Ml HoAl 135 121 6 4 4 10.370  10.489
) S BOK B A P R R I 514 465 30 13 6 9.533  28.251
e:%iinll4 311 266 23 11 11 14.469  245.552
ZZiliEs itk 511 472 22 11 6 7.632 19.795
fRBHAR 1 001 938 34 12 17 6.294  32.448
HRMEE A5 791 682 74 16 19 13.780  57.714
B b=l 790 653 85 23 29 17.342  100.334
e iRs 426 384 27 1 14 9.859  239.508
485 30l 162 144 13 2 3 11.111 9.998
Zak 412 367 23 7 15 10,922 27.675
&4 13 714 12 455 815 206 238 9.180 1539.073
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Table 3 Results for Descriptive Statistics and Difference Test of Variables
Panel A. £ EAFSR#IA ST
At WL {EL Hia EE 25%iEc PAEC 75% oK
Liti_dum 13 714 0. 092 0. 289 0 0 0
Liti_amo 13 714 0. 493 2.997 0 0 0
Nscore 13 714 2.352 1. 677 1 2. 500 3.750
Dir_law 13 714 0. 641 0. 480 0 1 1
Dir_salary 13 714 10. 790 0.533 10. 491 10. 820 11.043
Dir_age 13 714 4.114 0. 142 4. 007 4,143 4,220
Soe 13 714 0.493 0. 500 0 0 1
Shrerl 13 714 0.362 0. 154 0. 237 0. 344 0. 475
Board 13 714 8.995 1. 820 8 9 9
Board’ 13 714 84,223 36. 106 64 81 81
Indep 13 714 0. 368 0. 052 0.333 0.333 0. 400
M_B 13 714 1.953 1. 669 0. 850 1. 487 2.454
Roa 13 714 0. 039 0.053 0.013 0. 035 0. 064
Lev 13 714 0. 465 0.212 0.303 0.474 0. 630
Size 13 714 21. 863 1. 259 20. 960 21.706 22.584
Protect 13 714 7.541 4.319 3.969 6.595 11.281
Panel B 37 % 35 P28 F1 22 A 9507 AU 19 22 S R G 38
Nscore - K
i

1 2 3 4 5 ERE t K56
Liti_dum 0. 104 0. 097 0. 084 0. 089 0. 085 -0.019 -6.220"""
Liti_amo 0. 601 0.573 0. 423 0. 462 0. 408 -0.193 -5.460""

A p<0.050," % p<0.010, TH.

34 MUEENE . ERIAAGESATBRFRAR

HAEH, fHE S, 237 3 55 W 45 B nT fE R KA
AHRMEEREAIN . EREB AN ENTH
02 P9 50 1) 5 B R R, AT BEGE AN R R
i 45 /0 R N ER , 48 T+ 2 3\ pe Rl 2 4, O 7 AR AR
F B PR A B R IR . B, A T3 EH, fTH,,
ARBEA A AMEH R EE LS FEATHE
RS Ew T hE , MFREARR,

oG HATEMMABERHEERE A
TFHE A Xt Liti_dum #) Liti_amo B9 [8] 1 25 B . g 55 2 5] ~
%55 3 BOUE T %, Nscore i i 11 28 BULEAR Py 5P 45 il 4
FAES% 0% 7K F & B K, 75 5 93 5 §l 4+

AEFE. RERHYARASER AR L0, 28 A
Pl AT B W3R 4 25 ) 3F ok, i1 F 4 B A S
HiEBRAREER , MM TEFNEEIH LA
P ER A5 B 1L 33 45 1 5 A 25 A0 o< o L 0B 2 W BRI
B R E NEE, W, 838,

H1 5 6 3] ~ 55 9 B B3 W] S0, Nscore 1 i 11 5 $UAE
B AHEA R, 1% 5% KF & BE KT,
EMRABAHEEARARE., XEHLEHFRAH
EHBRERRN, . SEAER ERENNEBERR
RS M EE S RAS G R WA
PR S A\ R WS KRR E
T EA &, H, 118 PAEEE .
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Table 4 Test Results for Pearson Correlation

AR 27 Liti_dum Liti_amo Nscore Dir_law Dir_salary Dir_age Soe Shrerl
Liti_dum 1
Liti_amo 0.518""* 1
Nscore -0.023"" -0.027* 1
Dir_law 0. 046" 0.019*  0.060""" 1
Dir_salary 0. 007 -0.035*"  0.061"" 0.022* 1
Dir_age 0. 004 -0.026"" 0.003 - 0.002 0.076 """ 1
Soe 0. 004 -0.016" -0.040"°" 0 -0.025" 0.046 " 1
Shrerl -0.051"" -0.078*  0.007 -0.036* 0.093 """ 0.077 *** 0.203 *** 1
Board -0.011 -0.012 0. 081 """ 0. 097 *** 0.078 """ 0.155**" 0.253*** 0.023°""
Board® -0.012 -0.012 0.076°*  0.089™*"  0.080°*"  0.156***  0.247*"  0.031™"
Indep 0.010 -0.003 -0.011 0.026""" 0.071"" 0.045*"" -0.058"" 0.048°""
M_B 0.018"* 0.077***-0.025*" -0.090"" -0.104"" -0.068"" -0.197" -0.09""
Roa -0.093"" -0.095* 0.038°"" -0.019" 0. 111" 0. 004 -0.107* 0.110**"
Lev 0.125** 0.134*** - 0. 007 0.016" 0.036""" 0.010 0.277*** 0.051"*""
Size -0.017" -0.115™  0.066°"  0.047*  0.357""  0.168™"  0.305*""  0.287""
Protect -0.028"" -0.055*" 0.015° -0.037*" 0. 148" 0.072*"" -0.181" 0.046"""

By e Board Board® Indep M_B Roa Lev Size Protect
Board 1
Board’ 0.984°"" 1
Indep -0.359"" -0.301" 1
M_B -0.133"" -0.130"  0.028°*" 1
Roa 0. 008 0.004 -0.017"" 0.303*" 1
Lev 0.153*"" 0.153*"* - 0.015° -0.414"" -0.378"" 1
Size 0.287 " 0.292*** 0.045°*" -0.497*" 0.040%"" 0.429°*" 1
Protect -0.074"" -0.075"" 0.006 0.016" 0.079""" -0.128"" 0.036 """ 1

.t Hp<0.100, TR,

4 REEER
41 HRBAHKRE

RIXRTH MH,MEIESREN, ML ERN
HAERE (Rt W R AE B Sh A 2 A R E L2
PNITELEE=S: DNIRSE S & oo b Nk § ]
HE, ZEREFELMOFNERE, WM zEF
W £ fiE 45 hn o 7 7 8 3 TR HR BB B9 2 F , AT BE dim
R B A, BA RN E ML A ST
B(RBEARBR) . BOFEHRABIFT X
— WA, A BB A IA O ST " A 2 ST B 3 AT DA XY
ZEAGRUBEBRARPHRIEENTARERLE
T, 5 2 A 2 W) A R O — 4F B AR A KU B 5 SIS

LN E R R ARIET 2 F RS RN AR
MR EEE AR AN S £ X
FEHEIT N,

T HERR S B EAER. AR U ML ES
= WGt 1% S (Nattendrate) 1 K 2 B W 1 &
(Opinion) M BT EFHPBRE . GBI ERMN
EHMERMBRE RN EKT.RTPE 27 2 M
EREMEN M T ERFMIAFHRFENRRBLE R,
Nattendrate | 2 B] M 57 3 3 25 4F B % & BORER L
Ir th R 2 WU B3R LA 100% T+ B 1 B, AR R,
Nscore 5 Nattendrate 1 7] 13 R B 10% K F LB E N
IE, R FMER.OAE MM LESFEBHRIAK
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Table 5 Test Results for Independent
Directors’ Network and Litigation Risk

A Liti_dum Liti_amo
-0.024"" -0.036""
Nscore
(-2.529) (-2.387)
: 0.087 " 0. 050
Dir_law
(2.414) (0.914)
Dis. sulaey 0. 092 0. 151
(2.606) (2.805)
0.240"" 0.111
Dir_age
(2.030) (0.573)
0. 036 - 0.068
Soe
(0.974) (-1.031)
Shrerl - 0. 404 -0.627
(-3.514) (-4.049)
0.072 0. 067
Board
(1.325) (0.878)
Boiid? - 0. 004 -0.002
oar (-1.406) (- 0.449)
Inde 0.212 0. 565
e (0.614) (1.083)
M B 0. 070 0.218
(5.906) (6.119)
-1.300""" - 1.566
Roa
(-3.604) (-1.466)
1.225** 3 o
Fai 5 3. 408
(11.648) (11.472)
. -0.002""" -0.417**"
Size
(-4.677) (-10.391)
-0.008" -0.011"
Protect
(- 1.893) (-1.935)
_2' 463 EEE 5‘w3,t$
BER (-3.530) (4. 880)
i1l / SR il Fas il
PURLETES 13 714 13 714
il R 0.075
iR R 0. 069
T 586. 493
FE 6.254

R HTHEEAEARAREA AR, T2
BRETHITIANEIAFALESELR L, RTER
¥+, TR,

2. BEEGREERS SV IELT WEBA SR,
HIP R EEME M EERRE LN
EEHE R, Opinion A A B S FEHBHELSWPERH
EEgMvERHARBENL RABEL . LBERE
W FE AR R IE A I AT W &, F A RUE
B, AFAERA(E N0, 4 B FE B, Nscore 5 Opinion IE #f

K EBERRE RHM T EFMEHF R EFSHN
RHBEHFLZHMTER, WAL FEEA S M.
PLEERER AMRAREZALETREDLMLEN
MEFREBEERREMCAFEHRFR EERHA
Hoh sy B R FAE S, LR N7 S W 4% oK B R
ety W EIBHREHEAMHEZBANS L
A7 20, DT B A0 2 ] 4807 LR

WS, AT 9T 38 LAAIE 25 43 B7 I BR 3 (Analyst) 4l
¥4 4% % & 5 B (Inshold) T 4 W &t 2 7] fir kb {5 B 0 38
MU, FRM T ERMENAAGFE BT
A B W B B S 1 . DEMPSEY'™! 0 GIRALDO ™ ff 95 3%
B et X AR ERHRAEEZL W, HLEA
] A9 — 79 25 B 5P 3T 94 22 HL | ; BOONE et al. ™ Fi1 5 #{
BEPT R LR, MR EERARRAGE
ER, EmARFEMERINIE, RTHEIH EML
W AR T MR RIA SR, F 55 2
N7 W £ X LA 45 B A R AR IR IR S5 5 | Nscore 5
Analyst F Inshold ¥ ¥ 1% /K S | 2 35 1E A 5%, 14 B 7k
o7 HE 5 ) £ T LA 2 4R 4% R IE 25 43 U R SE A BL
F8) 482 9% 3 F5 IOK F , 3B & 89 3 35 43 B U ER i F0 4L
R FEERERAT LA EE IS AT AR AE R
WIEE FHBEREAAFENERRFE, L EE
R - LI M TEEMNEZETIEREAANESE
AT AL R AR R R R L R R B R
iy B 5T AR
4.2 FETENFANE
4.2.1 7 7 EE 35 R 45 i AR I B

NTEHRTEMMERZENGRE LN T,
BRB AR, AB 5 LA &8 R % b 1SR
WA R SC R W AR R R 0 B AR D, R T AR
i, BEPLERS, SR EIMEREAES T YR
Bammme, s FH L EFTS, & E .ol
B 5 7E W 4 H b AR R 2 [B] 1Y 1R B A8 B R o
EEREE AMEMREHNHFTELARETEEHM
[ & 38, MR B IR LS M 0 Z5 SR MK B, RE8FEH2
Il £ 6 71| 44 [8] 19 4% SR F B |, Deg 5 Liti_dum 1 Liti_amo B
il v+ 2 $5r ) & - 0. 018 1 - 0. 031, ¥ 7E5% WK F Lk
B3E A pol B R AR G R M4 P R B B AR
FH el w , Iy W ERAEE S H A A M
F) ¥ 3 R AE U P R SRR RAE A L BB 3SR SR T 5 K 45
S, Bet 5 Liti_dum fE 1% 7K F & . 5 Liti_amo T
5%MKFLBEEMEX. BEDLEMS, KA
KRB S TE A B R JR M 4 A i H il i R Ab 3R
B B, 2 ST B A B p0 B S B RE 68 T i 2%
B ESEMME AR My EELEIER, AR
BREAPFEE 8P LIELS R A IAE, FFAE M &
CERFMBEEN S, ZIm S EERALRE MY
P ELRE ESHMBEIR ML Rt ke T ML
T SRR AE (7] A PO BE A B T AR 20 R R KRR fY) B
FETURE . LA ESE R RE, HEBR M L S M A 2R
22 5% WA S A B A 1 R B0 4K SR S FE 0 7 4% 0
A rElgIF RN EEE .
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Table 6 Test Results for Independent Directors’ Network ,
Bidirectional Information Transmission and Corporate Litigation Risk
Liti_dum Liti_amo Liti_dum Liti_amo
rE
IC=0 IC =1 IC=0 iC=1 EU=0 EU=1 EU=0 EU=1
Nscore -0.030"" -=0.015 -0.051" -0.018 -0.008 -0.038"" -0.016 -0.058""
(-2.285) (-0.958) (-1.841) (-1.352) (-0.525) (-2.670) (-0.574) (-2.350)
R— 0. 061 0.137"" 0.016 0.082 " 0.038 0. 146*** - 0. 040 0.112
- (1.285) (2.267)  (0.157) (2.132)  (0.672) (2.583) (-0.421) (1.075)
) 0.125***  0.058 0. 149 0.094*  0.145**  0.103* 0.150° 0.174°
Dir_salary
(2.604) (1.062) (1.458) (2.365) (2.696) (1.951) (1.716)  (1.884)
Dir_age 0.269° 0.401"" 0.233 0. 097 0. 245 0.402"" -0.104 0. 556
- (1.758) (2.023) (0.689)  (0.606) (1.316) (2.285) (-0.318) (1.508)
Soe 0.087°  -0.054 -0.104 -0.003 0.019 -0.020 -0.050 -0.240""
(1.843) (-0.881) (-0.899) (-0.062) (0.331) (-0.357) (-0.450) (-2.173)
Shrer] -0.407°"" -0.301" -0.910""" -0.305"" -0.509""" -0.302° -0.861""" -0.545""
(-2.614) (—-1.684) (-3.011) (-2.511) (-2.698) (—1.787) (-2.838) (-2.095)
Board 0. 056 0. 135 0.251° - 0. 026 - 0.081 0.192°* - 0. 094 0.249°
(0.726) (1.607)  (1.742) (-0.409) (-1.134) (1.907) (-0.700) (1.927)
5 - 0.003 - 0. 006 - 0. 009 0. 002 0. 004 -0.010" 0. 007 -0.011"
Botird (-0.844) (-1.567) (-1.284) (0.564) (1.165) (-1.916) (1.048) (- 1.826)
Sidep -0.746  1.644""" 1. 081 0. 430 0.313 0. 339 0. 656 0. 623
(-1.539) (3.228) (1.049) (1.152) (0. 608) (0.608) (0.713)  (0.669)
M B 0.086°** 0.059*** 0.288 " 0. 041 0.077*** 0.061*** 0.238*** 0.270***
- (5.581) (2.601) (4.794) (1.279) (3.834) (3.642) (4.214)  (4.365)
o -0.731°  0.614 - 0.454 0.714 -0.071 —1.581*" 1.127 -2.762
(-1.672) (0.729) (-0.286) (0.549) (-0.124) (-3.131) (0.672) (-1.546)
155 1.196""  1.464""" 5.043°°"  1.192°"" 1.497™"  1.156""" 3.993°"" 3,922
(9.323) (7.224) (11.002) (3.946) (8.911) (7.460) (8.149) (7.704)
Size -0.066" -0.025 -0.704""" -0.152°*" -0.135"*" - 0.135""" -0.457°"" -0, 481"
(-2.226) (-0.825) (-9.039) (-4.134) (-4.188) (-4.774) (-=7.047) (-7.450)
Protect - 0. 006 - 0. 004 -0.020" 0. 002 - 0.009 - 0.005 -0.022" -0.005
(-1.180) (-0.590) (-1.885) (0.409) (-1.392) (-0.780) (-2.078) (-0.434)
O -2,950%"" —5,457°** 9.083°"" 1.229 -1.911*% -2.433* 6.703""" 4.134""
: (-3.068) (—4.826) (4.597) (1.541) (-1.802) (-2.233) (3.439) (2.368)
Tl 7 4ERE il il F il F il £t i F il il
BURIIEES 6 620 6 740 6 642 6 740 5 446 5 345 5 446 5 356
HE R 0. 074 0. 082 0. 081 0. 083
W R 0. 095 0. 020 0. 067 0.088
B 336.390 230.116 251.183  300. 603
F1iE 5.062 1.594 3.147 3.321

EoH2A ML R RE(C)M KA AR 622 4 3 R AR A% B iF, £ Logistic &7 3 B B 3% 47 222 A~ #F
A HMBE2IHARSELF SV FTAHEL  AH FE(Q)NBAREFH LMY E o k3 R4 D% FF, £ Logistic ®
A B R AEAT LN AR EFETHHFAFEIF S,

REREIE METAARARKFASEIGEE X
MUFA KB, BEEME, FIAERN“RAMIEE",
tHARLREFENRBFTERETT, RERBA

4.2.2 vyl guF KR Y B AR R
B 3C 3 B 2 S ST WS N 4% 0 4 1 R LB R
B, XREANENFREZRIMELEENATE
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Table 7 Test Results for Excluding
Alternative Explanation

AFE  Nattendrate Opinion  Analyst  Inshold
0.063" 0. 036 0.028°"*  0.318""
Nscore
(1.726)  (0.904) (6.294) (3.035)
; -0.216" -0.154 -0.045""" -0.836""
Dir_law
(-1.682) (-0.846) (-2.712) (-2.116)
Dir sal. -0.089 -0.191 0.050"*" 0.328
ir_sa
S (Co.6e21) (-1.475)  (3.291)  (0.909)
. 0.218 0.314 -0.075 -2.196"
Dir_age
(0.528) (0.663) (-1.429) (-1.781)
s 0.466°"" -0.393"" -0.244""" 6.723™"
oe
(3.793) (-2.543) (-14.604) (17.528)
-0.135 -0.920" -0.087" 27.687"""
Shrerl
(-0.340) (-1.89) (-1.687) (21.037)
1.057°** 0.369 0.103"* 0.639
Board
(5.369) (1.418) (4.684) (1.124)
-0.039°" -0.021 -0.004"" -0.005
Board"®
(-4.029) (-1.585) (-3.352) (-0.192)
2,230 0. 767 0.223 -13.823"""
Indep
(1.914) (0.473) (1.446) (-3.620)
M B 0.120°" 0. 040 0.124" 2,727
B (2.458) (0.946) (21.051) (18.173)
R -0.268 0.374 5.930°""  59.947°°°
o (-0.237) (0.262) (34.210) (15.344)
- 0.074 0.717 -0.700""" 12.298"*"
(0.226) (1.631) (-15.030) (11.360)
5 0.247°**  -0.170* 0.562°*"" 5.878°""
e
“ (3.587) (-1.922) (66.836) (27.607)
-0.051""" 0.001 0.004°"  0.125°"
Protect
(-3.501) (0.059) (2.047) (2.865)
-6.602°""  1.716 -12.038"""-126.013 ™"
WEON

(-2.753) (0.585) (-41.661) (-17.382)
e/ EH il il el

T (E 28304 12616 13714 13 438
HE R 0.257

R 0.018 0.483 0.313
v 702. 692

F i 13.954 453.605  173.551

E B2 h R -k 3 F 4, B 2wl A 5 28 304
MU THSFE-AIFAN BRI FELRERAAR
* B3I AAMMNEH26I64 ;T HESER-LIHA
BRI A S A B K, B 55 A AU A h 13 438
A

FIAEFAMERmAEE S EEREmEE
FEAERERE, T EEE, ATEE LT AR

fERBIFT BIFFME=ZFTXIMBERAAYIIRE
, DR UF (Liti_dum?2) 13 VF 4 8 (Lii_amo2 ) iff
TR . 38 9 45 I X Liti_dum2 F Liti_amo2 f) 8] 15
#h B Nscore % Liti_dum?2 1 Liti_amo2 45 . & §) i [0 &
W , 3% B 57 A 3 W5 AT DL RR K A B B R A R
MFiFed, S EEER 2,
4.3 MUBFEERRENLE

XA ZAM T EFAEERENT
.My EFSEHRELAT  AHEERFEN
T 7 55 T 1) T A0 R AU 4 R, kR R R
B2 A EHR o O HEBR X — T4, A< 0F 58 R F ) 48
43 UG e # (PSM)#EAT o X A B, AR 4 LT AR M
MyERMEPLOEGEHERESR TN, H
HERA(RMMSLEFTMNYE) MEHHE (KA L EF
Pgg)  HRBMRIERMMEARL, ZE M #EH
B 48 5 2% Bl g KR AT EaA 3.

AT FE LA B S W T R Dir_low,
- 34 i B Dir_salary 157 ¥ 4F & Dir_age Wl it i 37 # %
FFAE , FF 17 PSM BE X 43 #7, 210 H Panel A FL 3 T
PSMECHM R G S EA B ERI . &RFH, K
it B S5 56 46 o Dir_law 1 Dir_salary ¥ B B B & T 35 il
B O RALTRAT MV EFTFEARAAGLEREL LT
RV HHME S R, B R R A E S
AL 45 2 ) A R 7 S T £ 0 4 o 20 P S R A () L 7
0 B 1 22 5, Dir_age Shrerl Indep Lev 55 45 ] 7% fit
HEPSMEXMBI AR AERZ T EXL LFEEREEZR,
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ATLRGHEERWIFEBR, RALEKRR L.
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Table 8 Test Results for Alternative Measurement of Independent Directors’ Network ;

Detailed Indices of Network Centrality of Independent Directors

s g Liti_dum Liti_amo
Deg -0.018* -0.031*
(-1.994) (-2.162)
B ~0.024" -0.035*
(-2.601) (- 2.409)
Clo -0.020** -0.027°
(-2.261) (-1.894)
Eig -0.024""" -0.038"""
(- 2.680) (-2.716)
Dir law 0. 087" 0.087"" 0.086"" 0.088"" 0. 050 0. 049 0. 049 0. 051
- (2.413)  (2.409) (2.389) (2.427) (0.915) (0.902) (0.891) (0.934)
D ity 0.091°"  0.092°°" 0.092*** 0.092*** 0.149"* 0.152" 0.151""" 0.152"*
= E (2.574) (2.621) (2.612) (2.620) (2.772) (2.813) (2.803) (2.819)
- 0.243**  0.236"° 0.242°°  0.245" 0.113 0. 107 0.116 0.117
(2.057) (1.999) (2.049) (2.073) (0.583) (0.553) (0.597) (0.602)
Soe 0. 036 0. 035 0. 037 0. 036 - 0.068 - 0.069 - 0. 066 - 0. 067
(0.977) (0.948) (1.011) (0.990) (-1.034) (-1.050) (-0.999) (-1.023)
Shrerl -0.405""" - 0.403""" —0.404""" - 0.407""" -0.628""" -0.626""" -0.627""" -0.630"""
(-3.521) (-3.502) (-3.511) (-3.537) (-4.054) (-4.037) (-4.049) (—-4.068)
Board 0. 070 0. 073 0. 072 0. 072 0. 065 0. 068 0. 066 0. 066
(1.278) (1.334) (1.320) (1.315) (0.848) (0.891) (0.839) (0.863)
Board® - 0. 004 - 0. 004 - 0. 004 - 0. 004 - 0.001 - 0.002 - 0.002 - 0.002
(-1.350) (-1.430) (—1.410) (-1.402) (-0.399) (-0.482) (-0.447) (-0.438)
Indep 0.193 0.207 0.217 0.223 0.538 0.557 0. 568 0. 585
(0.561) (0.602) (0.628) (0.648) (1.034) (1.070) (1.090) (1.121)
M B 0.070***  0.070*** 0.070*** 0.070*** 0.219**" 0.218*** 0.219*** 0.218*"
- (5.916) (5.906) (5.913) (5.905) (6.124) (6.118) (6.123) (6.116)
Sisa —1.304°*" - 1,298 —1.307°"" - 1.303*** - 1.3569 -1.562 - 1. 586 - 1.570
(-3.614) (-3.597) (-3.622) (-3.611) (—-1.468) (-1.463) (-1.485) (-1.471)
Lev 1.229°** 1,226 1.224**"  1.224**"  3.412%" 3.410"""  3.406"""  3.405°"
(11.666) (11.652) (11.640) (11.639) (11.467) (11.471) (11.472) (11.475)
Size -0.092""" -0.092""" —=0.092""" -0.091""" - 0.417""" - 0.418""" -0.418""" -0.416"""
(—4.698) (—4.688) (-4.695) (—4.658) ( —10.392)( - 10.390)( — 10. 389)( — 10. 381)
Protect -0.008" -0.008° -0.008" -0.008° -0.011" -0.011" -0.011" -0.012"
(-1.860) (-1.862) (-1.896) (-1.920) (-1.906) (-1.901) (-1.923) (-1.967)
—2.452""" —2.445%*" - 2.473"*° —-2.495"*" 5.114**" 5. 115" 5.072**" 5.052**
Lt (-3.513) (-3.505) (—3.543) (-3.574) (4.894) (4.898) (4.861) (4.847)
Tl 7 R ) il e FEl ) il Eingiil i
R E 13 714 13 714 13 714 13 714 13 714 13 714 13 714 13 714
R 0. 075 0. 076 0. 075 0. 076
i R 0. 068 0. 069 0. 068 0. 069
7 585.583  586.686  586.056  586.440

F{H

6.262 6.252 6.261 6.242
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Table 9 Test Results for Alternative

Measurement of Corporate Litigation Risk

A Liti_dum?2 Liti_amo?2

-0.017° -0.053***
Nscore

(- 1.945) (-2.735)
Dir_law 0. 120 0.094

(3.654) (1.313)
Dir._salary 0. 085 0. 170

(2.700) (2.524)
4 0.125 0.128
i (1.171) (0.514)

0. 082" -0.031
Soe

(2.456) (-0.369)
it -0.422 -0.830

(- 4.084) ( -3.900)

0. 056 ~0.007
Board

(1.123) (=0.071)
Board: —0.004 0. 002
o (-1.492) (0.345)
nd - 0.051 0. 280
e (-0.163) (0. 425)
MR 0.070 0.320

(6.358) (6.706)

-1.070""* -1.778
Roa

( -3.286) (-1.336)
L 1. 144 4,747

(12.102) (12.684)
y ~0.080°*" —0.585**
Size

(-4.491) (- 11.679)

~0.004 -0.013"
Protect

(-1.086) (-1.687)

=187 8. 140"
Lt (-2.982) (6.046)
irlk 7 4ERE 5 il s il
RURIEI] 13 714 13 587
Bl R 0. 067
% R 0. 080
il 643. 892
F{E 7.906

5E : CSMAR #¢ 45 B P # A 0 B 3 3F & 318 127 A 8k %
B, EEIFI AN Y TR,

B25) R 5 1 P B Il 9 25 L, Net_city 55 Nscore i & 1F
MR EIPIMB4F RE 2 BRI IHER, HBR N E
T2 )G, AL EH WS 5 Lii_dum 1 531 7 B
1% # /K F & BE N7, 5 Liti_amo 9 f  R BES%
WAKFLEERNN, BHAFREGLRE,

[ e LA D, A< BIF 55 3 4 2 B 8 F KBS AT i S

PISH AL 2, 2 B R RS AR & R me g BH EI R Ak L 3R
FRGE By EFNEELHRRPNEREBR
ERI AT BE R ma W 3 J 1 2 Rl R KUB . R 1156 5 %)
A 63 A ¥ S5 B 40 4 B B S #UF (Liti_dum3)
U4 @i (Liti_amo3) 1Y) [B] 13 45 8 , Nscore 5 Liti_dum3
HIME T REES% K F L i3 R, 5 Liti_amo3 1) f
T RBAE1% K B 3E N 0, 32 B0 0 5L 5 M4 A
LA I Ok 9 3R J= B9 2 ] Bl U RURS: L 6 BA HEBR B M R %
AWM TG, ARG EHRARRE.

5 &g
AWEFLA2007 £ 2014 SFA R ETH AT AFA,
SEE 73 o b T 2§ 2 5L R 4R S R KU Y
KR BIFREGRELW, PE LT AR MLESEME
WLARERFRMEBEFRE, SERNENE - LBRE
BB, S EE H R 2 ] LUE i o 7 AR (S B Ah 1%
B, EMEHE AV E AT N ML T AR B W
R, RANEZEBAN S EXGTHHA AR EE
BRMRBAHARENAREAFAFT RLEEN
2 XF 2 AR LR B A0 R AE R E A BB . T, A
S7HE S 455 T LA R A A1 I 4R R A Rl N R R
ZREHEZBEANRRENFHHBITRARE, RANE
B % S W IR 52 7 Y R B B R W E S R R, ST
EHERMEMNAABEHRRAROMHFERAENHE. &
fRVER I b, A BF 5T & B0 L 9 5 4% 5F R 9 Ak K
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Table 10 Test Results for PSM Control Independent Directors’ Self-selection Bias

Panel A EZAFE PSM % R H02E Rexd e

RICHL(U) / ¥9fH AR, R
o5 i ) ek
DL Fic (M) el oz il % 34
U 0. 665 0.611 0.114 6.630°""
Dir_law 0. 862
M 0.620 0.628 -0.016 -0.810
U 10. 816 10. 759 0. 106 6.200°""
Dir_salary 0. 854
M 10.771 10.779 -0.016 -0.820
U 4.116 4,112 0.025 1.480
Dir_age 0.697
M 4.111 4,112 -0.008 —0.400
U 0.482 0.507 -0.050 -2.920"""
Soe 0.812
M 0.495 0.500 -0.009 -0.500
U 0.363 0. 360 0.023 1.330
Shrerl 0. 480
M 0. 361 0.363 -0.012 -0.630
U 9.130 8.829 0. 166 9. 640"
Board 0. 845
M 8.900 8.947 -0.026 -1.400
] 86.735 81.130 0. 156 9.070*""
Board® 0.824
M 82. 164 83.152 -0.028 -1.520
U 0.368 0.369 -0.021 -1.200
Indep 0.946
M 0.368 0.368 0. 001 0.060
U 1.921 1.993 -0.043 -2.520""
M_B 0.775
M 1.989 1.973 0.010 0.510
U 0.040 0.037 0.048 2.810°""
Roa 0.908
M 0.039 0.039 -0.004 —-0.240
U 0.467 0. 464 0.015 0.900
Lev 0.662
M 0.461 0.462 -0.005 -0.270
] 21.930 21.779 0.120 6.990*""
Size 0.662
M 21.772 21.823 -0.041 -2.180""
U 7.615 7.450 0.038 2.230**
Protect 0.354
M 7.380 7.487 -0.025 -1.310

Panel B:PSM [ig% J5 /9 B E f4 1

B10E 2 HME
Ar it
Dummy_Nscore Liti_ dum Liti_amo
-0.117"" -0.138"""
Nscore
(-3.380) (-2.583)
. 0. 064" 0.079* 0. 041
Dir_law
(2.534) (2.013) (0.706)
0.041° 0.081"" 0.136""
Dir_salary

(1.761) (2.119) (2.319)
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& 1E 2 BBt
Y
Dummy_Nscore Liti_dum Liti_amo
Di -0.272"** 0.296** 0.254
ir_age
= (-3.383) (2.294) (1.228)
S -0.057" 0.072" -0.107
0e
(-2.239) (1.786) (- 1.538)
i 0.127° -0.516"*" -0.679"""
Shrerl _
(1.646) (-4.007) (-3.991)
0.176"" 0. 031 0.019
Board
(4.753) (0.497) (0.199)
Board -0.005""" - 0.002 0. 0002
o4 (-2.635) (-0.625) (0. 054)
0.595** -0.042 0.308
Indep _
(2.427) (-0.108) (0.573)
_0‘ m3 ] X : sas
M.B 0. 068 0. 205
(-0.299) (5.247) (5.332)
0. 899 """ - 1.115*** -1.301
Roa :
(3.631) (-2.839) (-1.098)
Lev 0.153* 1.195°**" 3.279°"
(2.216) (10.389) (10.370)
. 0. 009 -0.116""" -0.405"""
Size
(0.634) (-5.304) (-9.380)
- 0.008*** - 0. 005 -0.011"°
Protect
(-2.836) (-1.115) (-1.747)
-1.124"" -1.729*" 5.027°
BT
WECR (-2.392) (-2.231) (4. 496)
Tl 7 R el ¥l il
SR 13 714 11 580 11 580
Bl R 0. 037 0.078
A R 0. 067
£ 688. 223 492. 901
F1{g 5.318

T AT RS UR R, JF R B X o B 2
VF B FIRB RS R BUREAR R R R, X5 #
HMERFERERERNEIFE—F oK, BRR%
BodgirtREAMERUFEHEER EHRE
GEWE IR — B Rt QAT SO T G BT R, MR
FEARGEENAFAEFFERRER, FH™
ol o AR A it M R EE SR 0 2 R B U RO I T
AT, AR LR N ERB PG T 7k E E
BUBE , FF o X G J& T TR AR, U5 42 BF 58 7T 4 % A 6
ol 22 "l UF MUK B 52 B R P IR AR R -
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Table 11 Test Results for Instrumental Variable Estimation Control Endogenous Problems

THAR[EIH IS P b R
E B1E %2 Brie
Liti_dum3 Liti_amo3
Nscore Liti_ dum Liti_amo
-0.618""" —34,212" -0.021°" -0.047"""
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Net_city 0.017
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Dir_law
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Dir_salary
(1.866) (1.991) (1.560) (2.749) (3.062)
. -0.533"" -0.327*"" - 18.225"" 0. 157 - 0.037
Dir_age
(-5.309) (-5.241) (-2.168) (1.295) (-0.167)
S -0.110*"" - 0.068""" —3.854"" 0. 043 - 0.063
Soe
(—3.433) (-3.426) (-2.004) (1.105) (-0.766)
0.102 0. 063 3.165 -0.454""" -0.597*"
Shrerl
(1.037) (1.030) (0.852) (-3.790) (-3.063)
0.243°" 0.152°"" 8.328"" 0.122*" 0. 057
Board
(5.030) (5.099) (2.173) (2.129) (0.632)
Board® - 0,007 - 0.004*"* -0.235° -0.007 " —0.002
oar
(—2.889) (-2.942) (—1.845) (-2.357) (-0.377)
0.718"" 0.466"" 25.156" 0. 303 0. 795
Indep
(2.275) (2.386) (1.679) (0. 836) (1.262)
"B -0.014 -0.007 -0.297 0.050°"" 0. 115"
= (-1.180) (-1.025) (-0.665) (3.681) (3.741)
R 1.580*** 0.953 """ 53.273** ~1.854*"* -3.200*""
oa
(4.992) (4.843) (2.103) (—4.887) (—-2.626)
Fop 0.121 0. 091 6.729"" 1. 137°** 2.853"""
(1.348) (1.592) (2.014) (10.136) (8.823)
si 0. 020 0.011 0. 343 -0.077""" —0.341°""
ize
(1.139) (1.015) (0. 500) (-3.732) (-7.971)
-0.017""" -0.010""" - 0.568* - 0. 004 -0.013
Protect
(-4.691) (- 4.485) (-2.162) (-0.865) (-1.578)
1. 128" 0.690° 48.051° -2,120**" 4, 647"
RO
(1.823) (1.799) {1,737 (-2.933) (3.566)
Tl / ot il e i ]
SR 13 714 13 714 13 714 9 348 9 367
it ia 0. 065 0. 081 0. 060
W R’ 0.072 0. 049
S Vil 28. 160 125. 760 436. 962
F1{g 8.651 4.344

[6] Prizfr My EHRMEPLESAAFRRERS.
BT §F5%, 2012(5) :92-100.
CHEN Yunsen. Network centrality of independent directors

and firm’ s information disclosure quality. Auditing Re-

search ,2012(5) ;92-100. ( in Chinese)
Mrtlte, )8, e BB HirAr®#ES
I S B T R W Wl 2Z ] AF B A R A BF 98

ffi. BT ,2013(12) :117-132.



80

B BB (Journal of Management Science)

2017 4£7 A

(8]

[9]

=)

[11]

[12]

[13]

[14]

[15]

[16]

[17]

[18]

CHEN Shihua, JIANG Guangxing, LU
board ties , the selection of the target company, and acquisi-

Changchong. The

tion performance ; a study from the perspective based on the
information asymmetry between the acquirer and the target.
Management World ,2013(12) ;117-132. (in Chinese)
POLANYI K, ARENSBERG C M, PEARSON H W. Trade
and market in the early empires: economies in history and
theory. New York ; Free Press ,1957:243-270.
GRANOVETTER M. Economic action and social structure : the
problem of embeddedness. American Journal of Sociology ,
1985,91(3) :481-510.

STIGLITZ ] E. Capital market liberalization, economic growth,
and instability. World Development, 2000, 28 (6 ). 1075 -
1086.

XACH, BRis R, BT, % MEE S Y it
FEAE R 2T IR S S v O B A R Y e AR OP
BE=itiEit,2015,13(1) :1-30.

LIU Yongtao, CHEN Yunsen, XIE Deren, et al. Board net-
work and accounting policies’ convergence ; evidence based on
implicit decision of development cost in China. China Ac-
counting Review ,2015,13(1) :1-30. (in Chinese)

TR, M. ML E M RS A A I,
KA PE BN A A NS EIER. BAEEITE, 2014,
17(2) :64-73.

WAN Liangyong , HU Jing. Network position , governance roles
of independent directors and M&A ; evidence from China's
listed companies. Nankai Business Review ,2014,17(2):64
—73. (in Chinese)

AR R, WO, . AR B ORI G R
HETFHEMEHUMA. PEITWERF,2015(11) 141
155.

LI Shanmin, HUANG Can, SHI Xinxiang. Impact of information
advantage on M&A ; perspective from social network. China In-
dustrial Economics ,2015(11) :141-155. (in Chinese)
EL-KHATIB R, FOGEL K, JANDIK T. CEO network cen-
trality and merger performance. Journal of Financial Eco-
nomics ,2015,116(2) .349-382.

PRz fe, AR . PISR (B or QR G M 5 W A
. EEHTR 2011(7):113-127.

CHEN Yunsen, XIE Deren. The network position , the control
role of independent directors and the investment efficiency.
Management World ,2011(7) :113-127. (in Chinese)
LM SR, EEE. N EE S S R B
WA THARBEGRA. BERNS,2015,28(1):18-
31.

HAN Jie, TIAN Caoliang, Ll Liuchuang. Interlocking direc-
tors and social responsibility disclosure ; from the perspective
of inter-organizational imitation. Journal of Management
Science ,2015,28(1) :18-31. (in Chinese)

PRiGAR, W . WP MG My ERHAES &S5
it . & RO ES,2012(2) :168-182.

CHEN Yunsen, XIE Deren. Board network , governance roles
of independent directors and executive compensation. Journal
of Financial Research ,2012(2) :168-182. (in Chinese)

i B, E R, R H. AR (5B LS 6
il Y A RS, 2013,26(3) :55-64.

[19]

[20]

[21]

[22]

(23]

[24]

[25]

[26]

[27]

(28]

[29]

LU Xianwei , WANG Jiangiong , DONG Dayong. Board net-
work , information transmission and the debt financing costs.
Journal of Management Science ,2013,26(3):55-64. (in
Chinese)

EEHER . S AR 1 Al 58 % R YT A AR R BL
PG SRS ,2014(7) :189-206.

WANG Ying, CAO Tingqiu. A study on the mechanism of
board networks to promote debt financing of enterprises.
Journal of Financial Research ,2014(7) ;189-206. (in Chi-
nese )

AW, AT, PR BRSNS B
il A1 - SIS, 2016(7) :50-57.

LI Cheng, WU Yuhui , HU Wenjun. Board interlocks , tax a-
voidance and firm value. Accounting Research ,2016(7) .50
—57. (in Chinese)

ViR, WA M RN S AR R B
FFE TR ,2016(6) :106-125.

XU Nan, CAO Chunfang. Independent directors’ network and
Chinese listed firms' cash holding. Nankai Economic Stud-
ies ,2016(6) :106-125. (in Chinese)

MAZZOLA E,PERRONE G, KAMURIWO D 8. The interac-
tion between inter-firm and interlocking directorate networks
on firm's new product development outcomes. Journal of
Business Research ,2016,69(2) .672-682.

el ok @ EKS S ST EERE . ETREMH
P £ 56 R T SR A . TP ISR, 2014(4) :27-33,
ZHANG Rao. Inter-corporate top managers’ ties and account-
ing information quality ; a perspective of inter-corporate net-
works relationship. Accounting Research ,2014(4).27-33.
(in Chinese)

OMER T C, SHELLEY M K, TICE F M. Do director net-
works matter for financial reporting quality? Evidence
from restatements. Lincoln, NE . University of Nebraska at
Lincoln , 2016.

HENINGER W G. The association between auditor litigation
and abnormal accruals. The Accounting Review , 2001, 76
(1) :111-126.

oK 42 St , 02K A A 4 B VB E L 3k R
VA AR M4 18 M ,2016(9) :72-80.
ZHANG Junrui, LIU Hui, YANG Bei. Analyst coverage , law
environment and litigation risk. Collected Essays on Finance
and Economics ,2016(9) :72-80. (in Chinese)

e, BT, AR —. F R BRIE S kel &
RO EFET,2016(8) :191-206.

PAN Yue, PAN Jianping , DAT Yiyi. Patent litigation and in-
novation. Journal of Financial Research ,?2016(8).191-
206. (in Chinese)

X, B R, . Rk R R ERR B S ki F
il ¥ A . EEFFERITIE , 2016,19(5) :16-27.

LIU Hui, ZHANG Junrui, ZHOU Jian. Litigation risk, law
environment and bank credit loan cost. Nankai Business Re-
view ,2016,19(5) :16=27. (in Chinese)

GUL F A,TSUI J S L,SU X, et al. Legal protection , en-
Sorceability and tests of the debt hypothesis : an internation-
al study . Selangor Darul Ehsan , Malaysia : Monash University

5 lb UF

Sunway Campus , 2002,



54

E U Sy E A R4 R B OUA S5 A R R AR 81

[30]

[31]

[32]

[34]

[35]

[36]

[37]

[38]

[39]

[40]

[41]

JENSEN M C, MECKLING W H. Theory of the firm ; manag-
erial behavior , ageney costs and ownership structure. Journal
of Financial Economics ,1976,3(4) :305-360.

FEEME A, R T HERE RFRES AL
. PEEITFIE,2008,6(1) :21-40.

WANG Yanchao , LIN Bin, XIN Qingquan. Institutional envi-
ronment , civil litigation and eamings management. China Ac-
counting Review ,2008 ,6(1):21-40. (in Chinese)
JOHNSON M F, NELSON K K, PRITCHARD A C. In re
Silicon graphics securities litigation . shareholder wealth
effects of the interpretation of the private securities litiga-
tion reform act's pleading standard. Ann Arbor , Michigan .
University of Michigan , 1999,

A, EWE MEUE SR ERSBRE
& Hit 587 H5T,2014,29(2) :67-75,84.

FU Daiguo , XIA Changyuan. Web location , supervision power
of independent director and quality of earnings information.
Journal of Audit & Economics ,2014,29(2).67-75,84,
(in Chinese)

TTRE, AL, N, MFAE My EFRESA
Al B B FHE 4 v W Bivariate Probit I, F 4§ T
EEIS 550, 2014,34(12) :3091-3102.

WAN Liangyong , DENG Lu , ZHENG Xiaoling. Network posi-
tion , governance role of independent directors and corporate
violation of rules: using a Bivariate Probit model with partial
observability. Systems Engineering — Theory & Practice,
2014 ,34(12) ;3091-3102. (in Chinese)

P k. P R B O B T T 0L B R ER SR, 2005
(7) :49-54.

YANGC Xiongsheng. A bran-new canto composed for academic
research on internal control. Accounting Research , 2005
(7) :49-54. (in Chinese)

DOYLE J T,GE W, MCVAY 8. Accruals quality and inter-
nal control over financial reporting, The Accounting Review |
2007,82(5) :1141-1170.

O BRI PR N B RS A RO B
r 2009 45 A R 1T 4 W) 28 BT Bt B i i 5, 2011
(4) .68-78.

DONG Wang , CHEN Hanwen. Internal control , aceruals qual-
ity and eamings response ; empirical evidence of Chinese A-
share listed companies in 2009. Auditing Research , 2011
(4) :68-78. (in Chinese)

g, B f5 B LA ERBE A B Sk S W
fr. BAEEEIE,2012,15(2) :70-80.

NIU Jianbo , ZHAO Jing. Information cost, environmental un-
certainty and independent directors’ premium. Nankai Busi-
ness Review ,2012,15(2) :70-80. (in Chinese)

W, RS WP 8 R IER R ST
8%,2012(3) :44-51.

XIE Deren, CHEN Yunsen. Board network ; definition , char-
acteristics and measurement. Accounting Research , 2012
(3) :44-51. (in Chinese)

LARCKER D F,SO E C,WANG C C Y. Boardroom central-
ity and firm performance. Journal of Accounting and Eco-
nomics , 2013 ,55(2/3) .225-250.

e BE, PR RREAHEE . ZAkEES
VEA A =TSR, 2015(2) :36-43.

[42]

[43]

[44]

[45]

[46]

[47]

[48]

[49]

[50]

[51]

[52]

LIN Zhonggao , ZHENG Jun, BU Jishuan. Environmental un-
certainty , diversification and capital cost. Accounting Re-
search ,2015(2) :36-43. (in Chinese)

GHOSH D, OLSEN L. Environmental uncertainty and manag-
ers’ use of discretionary accruals. Accounting , Organizations
and Society ,2009,34(2) ;188-205.

DAL W/ R i e e = = S (L vl [
=it Hes,2017(4) :45-51.

HE Weifeng , LIU Wei. Why do companies choose independ-
ent directors with legal background 7. Accounting Research ,
2017(4) :45-51. (in Chinese)

BUREAE P, TR KRB AR R e Ay W UR A MU - 3R
T E B4 E S B SAE LTS B, 2017,
39(1) .84-95.

ZHAQ Kangsheng , ZHOU Ping, LIN Nan. Shareholding of
large blockholders and firm litigation risks ; an empirical study
based on Chinese listed companies. Foreign Economics &
Management ,2017 ,39(1) :84-95. (in Chinese)

B, EAE RER. PERHLER . SHETRH
AR #2201 SE IR &5, db 5. & B R A,
2011,288.

FAN Cang, WANG Xiaolu , ZHU Hengpeng. NERI index of
marketization of China's provinces 2011 report. Beijing :
Economic Science Press, 2011 :288. (in Chinese)

SRAS R 05 L. D Sy W S R O | S S il o
5 B B L. BRI R ,2016(3) :144-159.
LIANG Quanxi , ZENG Haijian. Independent director system
reform , independence of independent directors, and stock
price crash risk. Management World ,2016(3) ;144-159.
(in Chinese)

WA, BRI, TE- My EEEASESARHR: &
il Ik A B M. BEEHSR,2016(3) :128-143.
HUANG Haijie, LV Changjiang, DING Hui. The reputation of
independent directors and eamings quality: analysis from the
perspective of independent directors with financial background.
Management World ,2016(3) :128=143. (in Chinese)
DEMPSEY S ]. Predisclosure information search incentives ,
analyst following and eamings announcement price response.
The Accounting Review ,1989 ,64(4) .748-757.

GIRALDO M. Dynamics of analysts’ coverage and the firms'
information environment. International Review of Financial
Analysis ,2011,20(5) .345-354.

BOONE A L, WHITE J T. The effect of institutional owner-
ship on firm transparency and information production. Journal
of Financial Economics ,2015,117(3) ;508-533,

e ABCAR L SR W A, E S A DL BT I (5 B R
MMM UERMERRTERG. EFER
PR, 2011 ,14(5) :129-140.

GAO Jingzhong , ZHOU Xiaosu , WANG Yingyun. A study of
the govemance role for institutional ownership in accounting
information disclosure ; taking the management eamings fore-
cast in China securities market as example. Nankai Business
Review ,2011,14(5) ;129-140. (in Chinese)

ADAMS R B, FERREIRA D. A theory of friendly boards.
The Journal of Finance ,2007,62(1).217-250.



82 B BB (Journal of Management Science) 2017 #£7 B
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Abstract : With the increasing litigation cases of listed companies in recent years in China, which threaten the companies’ internal
and external relationships, there is a growing academic interest in how to avoid litigation risk. Information asymmetry is generally
believed an important cause of litigation risk. On the one hand, external stakeholders don't know about the internal information of
companies, and this makes it easy for managers to do opportunistic behaviors. In addition, information bias between the external
stakeholders and managers causes the disputes in the future. These reasons may trigger the litigation risk of companies. On the
other hand, as managers don't know about external information adequately, there may exist the possibility for managers to make
a wrong decision in an uncertain environment and trigger the litigation risk of companies similarly. Therefore, it has theoretical
and practical importance to alleviate information asymmetry between the inside and outside of companies and help the companies
avoid the litigation risk.

From the perspective of embeddedness and bidirectional information transmission, this paper investigates the impact of inde-
pendent directors’ network on corporate litigation risk and the mechanism. Taking the listed companies in Shanghai and Shenzhen
A-share market during 2007 to 2014 as samples, this paper establishes a theoretical framework of independent directors’ network-
bidirectional information transmission-litigation risk, and uses the software of Stata 13. 0, multiple regression method, PSM meth-
od and instrumental variable regression analysis to empirically test for the role of independent directors’ network in litigation risk.
This paper also examines detailed mechanisms of the effect of independent directors“network on litigation risk with internal control
effectiveness and environmental uncertainty and tests for endogeneity.

The empirical results show that independent directors’ network contributes to transmit information between the inside and
outside of companies bilaterally, and alleviate companies’ information asymmetry. Through the further test of the mechanism, we
find the negative effect of independent directors’ network on litigation risk is more significant in the companies with unsound inter-
nal control and high environmental uncertainty. It means independent directors’ network not only transmits the internal informa-
tion of companies to the external shareholders and alleviates managers’ opportunistic behaviors and information bias but also trans-
mits the external information to companies and makes managers’ decisions more scientific. Furthermore, this paper finds that the
information transmission function of independent directors’ network strengthens the external supervision of securities analysts and
institutional investors rather than strengthens the supervisory function of independent directors to improve the environment of cor-
porate governance. The robustness tests show that the conclusions are robustness after considering the alternative measurements of
key variables, self-selection hias and endogenous problems.

The findings contribute to enrich the academic literature on the causes of litigation risk, social network and corporate govern-
ance, and provide some reality enlightenment for companies to recognize and avoid the litigation risk.

Keywords ;independent directors’ network ; litigation risk; bidirectional information transmission; internal control ; environmental

uncertainty
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