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The Dilemma and Alleviation of Firm Innovation Proprietary Information Dissemination :
Based on the Perspective of Auditor Choice
ZHENG Jun' LIN Zhonggao®* HE Jiangang®
(1. School of Accountancy s Nanjing University of Finance & Economics, Nanjing 210023 China ;
2. School of Business » Anhui University of Technology . Maanshan 243032, China ;
3. School of Social Audit+ Nanjing Audit University » Nanjing 211815, China)

Abstract: Disclosure on innovation activities information is an important way to show firms" R&D
technology advantages and enhance investors recognition,and it also leads to proprietary costs due
to the disclosure of R&D knowledge and technical details, which makes firms in the dilemma when
revealing and disseminating the propriety information of innovation activities. Based on using the
Chinese listed firms from 2007 to 2018 as samples, the paper investigates whether firms will
alleviate the dilemma of innovative proprietary information dissemination through auditor choice.
The results show that the firms with higher of R&.D innovation output and innovative efficiency
prefer to choose local auditors with more R&D audit expertise,and the relationship is more pro-
nounced when the firms with higher uniqueness of innovation output,weaker in verifiability of inno-
vation output,the less information about innovation value,and higher propriety costs of innovation
information disclosures.Finally, this paper finds that the firms with strong innovation ability prefer-
ring to choose local auditors with R&D audit expertise is not motivated by reducing agency costs or
obtaining external finance,and those results are not derived from audit collusion, the local auditors
constrain the manipulation of R&D costs,and charge lower audit fees. This study enriches the re-
search on innovation information dissemination and auditor choice,expands the evidence of the role
of auditor expertise,also provides reference for investors to effectively judge the firms innovation in-
formation and further promote the capital market to support the firms innovative development.

Key words: Firm Innovation; Proprietary Information; Auditor Choice; R&.D Audit Expertise
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