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Abstract 
This paper uses the data of Shanghai and Shenzhen A-share listed companies 
in China from 2010 to 2019 as a research sample to examine the impact of 
corporate strategy on the level of corporate risk-taking and the moderating 
effect of audit quality on the relationship between the two. We demonstrate 
that the company’s strategic choice is positively correlated with the level of 
corporate risk-taking, that is, the more aggressive the company’s strategy is, 
the higher the level of corporate risk-taking will be; Compared with non-“Big10” 
audits, “Big10” audits can more effectively restrain the impact of company 
strategic choices on the level of corporate risk-taking. From the perspective of 
corporate strategy, this article expands the influencing factors of the level of 
corporate risk-taking and supports the importance of audit supervision in re-
straining risk-taking, which can provide a certain reference for the formula-
tion of corporate strategy and external supervision and management.  
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1. Introduction 

In recent years, China’s economic growth has turned to medium-high speed and 
economic structure has been continuously optimized and upgraded. It can be 
seen that economic development has entered a “new normal”. The environmen-
tal uncertainty faced by enterprises has also continued to increase, and the in-
dustry competition is particularly fierce. For the best, strategic choice is crucial 
to its development. According to the resource dependence theory, enterprises 
depend on the external environment, and changes in the external environment 
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will have a significant impact on the management decisions of the enterprise. 
Therefore, companies need to formulate the most suitable corporate strategy 
according to the market environment and micro-conditions they are in. This 
results in strategic differences between different companies (Liu & Li, 2019). 
Bentley et al. (2013) divides strategic choices into radical and conservative types. 
Nowadays, many companies choose radical strategies in order to discover new 
profit growth points and competitive advantages. The risk-level impact that rad-
ical strategies bring to the company is also worthy of attention. In order to im-
plement the strategy smoothly, the management of the company will make var-
ious decisions around the company’s strategy. Since the level of risk-taking is 
one of the important decisions in the company’s investment decision-making, 
the strategy will have an important impact on the risk-taking. Therefore, this ar-
ticle intends to study the enterprise’s risk-taking level from a strategic perspec-
tive. 

The level of enterprise risk-taking is the degree of tolerance of the risks faced 
by an enterprise in order to obtain high returns in the course of operation, and it 
plays an important role in the investment decision-making of the enterprise. A 
certain level of risk-taking can promote the development of enterprises (Hilary 
& Hui, 2008) and the economic growth of society (John et al., 2008). But the lev-
el of risk-taking is not as high as possible. Maintaining a balance of risks is more 
conducive to the development of the enterprise (Dong, 2014). General Secretary 
Xi Jinping emphasized the importance of risk prevention and control in the new 
era, which also puts forward new requirements and challenges for external au-
diting. As a powerful external supervision agency, accounting firms can go deep 
into the company to obtain some internal information and materials to restrict 
the opportunistic behavior of the company management effectively and provide 
investors with reliable information about the company’s disclosure (Li, 2009). 
The higher the audit quality is, the more accurately the company’s risks and vul-
nerabilities can be identified. Can high-quality audit supervision have an impact 
on the relationship between strategic choices and risk-taking levels? This article 
takes Shanghai and Shenzhen A-share listed companies in China as the research 
object, and studies the influence of corporate strategy on the level of corporate 
risk-taking and the regulatory role of audit supervision. 

The contributions of this article are mainly in the following aspects: First, the 
previous literature analysis of risk-taking levels has more influence factors from 
the macro level, management level, etc., while few documents start from the 
strategic level. This article will research the issues by combining strategic theory 
with accounting theory. From the perspective of strategic choice, this paper ana-
lyzes the impact of the aggressiveness of the strategy on the level of risk-taking, 
which not only provides a useful supplement to the research of the company 
by strategic choice, but also provides a new perspective and direction for the 
influencing factors of the company’s risk-taking level. Secondly, this article 
analyzes the adjustment effect of audit quality on the relationship between the 
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two, and incorporates corporate strategy-audit quality-risk-taking level into a re-
search framework. At present, there is currently no literature that pays attention 
to this. 

2. Literature Review 
2.1. Review of Corporate Strategy Literature 

There are many different classification methods for strategy. Miles et al. (1978) 
divide strategy into offensive, defensive, and analytical strategies. This classifica-
tion has been recognized by the academic world, and it has also been widely used 
in practice. Since then, Tang et al. (2011) and Bentley et al. (2013) based on the 
classification of Miles and Snow, quantified the company’s strategy from the de-
gree of difference and the degree of aggressiveness, aroused extensive research 
on strategy by scholars. According to the degree of difference, strategies can be 
divided into high-diversity strategies and low-diversity strategies (Wang et al., 
2018); According to the degree of aggressiveness, corporate strategy can be di-
vided into radical strategy and conservative strategy. Domestic scholars’ research 
on strategy is more from the economic consequences it causes, mainly focusing 
on corporate performance, accounting information quality, earnings manage-
ment, cost of equity capital, cost of debt capital, stock price collapse risk, etc. 
Wang et al. (2018) found companies that adopt offensive strategies have higher 
market value and stronger profitability than companies that adopt defensive 
strategies, and the level of corporate governance can significantly regulate the 
relationship between company strategy and business performance. Ye et al. (2015) 
studied the impact of strategic differences on corporate earnings management, 
and found that corporate strategic differences are positively correlated with ac-
counting accrual earnings management, and negatively correlated with actual 
activity earnings management. Similarly, Sun, Wang et al. (2016), Xia & Ming 
(2021) also concluded that the more aggressive the strategy is, the higher the de-
gree of earnings management will be, and explained the intermediary role of fi-
nancing demand in it. From the perspective of the value relevance of accounting 
information, Ye et al. (2014) believe that the higher the degree of corporate 
strategy difference, the higher the value relevance of owner’s equity is, the lower 
the value relevance of net profit will be, which encourage increased disclosure of 
strategic information to help investors better understand financial statements. 
Wang et al. (2017) found that companies with high strategic differences have 
higher corresponding equity capital costs, and business risks and information 
asymmetry have played an intermediary role. In terms of financing, Li & Shi 
(2016) believe that the greater the strategic difference is, the higher the interest 
rate of bank loans will be; the shorter the term is, the smaller the amount will be. 
Sun, Wang et al. (2016) also found that the more aggressive the company’s 
strategy is, the higher the risk of stock price collapse will be, and this significant 
impact is more obvious in private companies. 
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2.2. Review of Risk-Taking Literature 

The academic circles have relatively mature research on the level of risk-taking, 
mainly from the factors that affect the level of risk-taking and the economic 
consequences of risk-taking. Judging from the existing research, the external en-
vironment, macro policies, corporate governance level, and manager level all af-
fect the level of risk-taking from different aspects. Zhang (2016) studied the im-
pact of tightening monetary policy on the level of risk-taking, and found that 
monetary tightening can effectively curb the level of risk-taking of enterprises. 
Yu et al. (2013a) used a DID model and found that the level of risk-taking of 
state-owned enterprises after privatization significantly improved. Guo et al. 
(2017) based on the agency problem between creditors and shareholders, found 
that the more bank loans are, the higher the level of corporate risk-taking will be. 
Zhang & Zhang (2012) believe that the greater the CEO’s management autono-
my is, the greater the level of risk-taking of an enterprise will be and the better 
its performance will be. Lv et al. (2015) found that the heterogeneity of managers 
can influence the level of corporate risk-taking, such as more investment by 
managers, higher financial leverage, and diversified business operations, which 
will all have a positive impact on the level of risk-taking, and the older the man-
ager’s team is, the lower the level of risk-taking will be. The economic conse-
quences of risk-taking levels are mainly research on corporate performance, cap-
ital allocation efficiency, etc. Yu et al. (2013b) researched that an increase in the 
level of risk-taking can improve the efficiency of corporate capital allocation and 
further increase corporate value. He et al. (2019) found that the richer the CEO’s 
professional experience, the higher the enterprise’s risk-taking level is, and the 
greater the value of the company will be. 

Judging from the existing literature, less literature pays attention to the impact 
of corporate strategic choices on the level of risk-taking. Therefore, this article 
caters to the current interdisciplinary research trend and introduces the corpo-
rate strategy theory in management to the field of accounting for combined re-
search. In addition, many documents have confirmed the governance role of au-
dit supervision, but the combination of audit supervision and the impact of cor-
porate strategy on the level of risk-taking has received little attention. 

3. Materials and Methods 
3.1. Theoretical Analysis and Research Hypothesis 

First of all, when companies choose different projects, they need to consider fu-
ture benefits and corresponding risks. If they want to obtain high returns, they 
must invest in some relatively risky projects. Increasing environmental uncer-
tainty prompts companies to take certain measures in order to obtain greater 
competitive advantages, such as increasing R & D investment and accelerating 
the pace of corporate innovation. Therefore, strategically aggressive companies 
are more inclined to invest in some high-yield projects. In the asset pricing 
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model, risks and returns are directly proportional. High returns mean high risks. 
Therefore, strategically aggressive companies face greater uncertainty and face 
more risks such as operational risks, financial risks, investment and financing 
risks. Therefore, the company must bear the risk of possible failure, which invis-
ibly increases the level of risk-taking (Rajagopalan, 1997). Compared with some 
conservative strategic enterprises that are relatively stable from beginning to 
end, they are unwilling to invest in projects with excessive risks. It is their goal to 
consolidate the existing market and customers and ensure the stable develop-
ment of the company. Therefore, the level of risk-taking is also low. Secondly, 
according to the principal-agent theory and the information asymmetry theory, 
there is a certain conflict of interest between shareholders and managers. Espe-
cially when the management is in a superior position to grasp more information, 
the management chooses a radical strategy and invests in high-risk and high- 
yield projects out of self-interest. This have led the company to assume an exces-
sively high level of risk that is inconsistent with shareholder expectations. In ad-
dition, management and investors who choose aggressive strategies are generally 
overconfident and optimistic about the future development of the company 
(Habib & Hasan, 2017) and overconfident managers usually tend to overesti-
mate returns and underestimate risks (Liang, 2015), which in turn leads to an 
increase in the company’s risk-taking level. 

Based on the above analysis, the first hypothesis of this article is proposed: 
H1: The company’s strategic choice is positively related to the level of corpo-

rate risk-taking, that is, the more radical the strategic choice is, the higher the 
level of corporate risk-taking will be. 

According to the information hypothesis and signal transmission theory of 
audit requirements, auditing can help improve the quality of financial informa-
tion, and can also effectively allocate resources by transmitting signals, so there 
is a need for auditing. Auditing can essentially improve the credibility of infor-
mation and make financial information more valuable (Wang & Zhang, 2014). 
On the one hand, aggressive strategies can also lead to serious information 
asymmetry between investors and managers. Willenborg (1999) pointed out that 
high-quality audits can provide investors with more “insurable” information. 
The more radical the company’s strategy is, the greater the risk that the company 
faces will be. The management may adopt certain earnings management beha-
viors out of opportunistic considerations, or even financial fraud, which requires 
internal and external supervision of various risks that may occur. High-quality 
audit supervision can restrain management’s opportunistic behavior, control 
risks, and improve corporate value (Wang & Zhang, 2014); and the higher the 
audit quality is, the more authentic and reliable accounting information can be 
ensured, which will improve the quality of corporate information and increase 
the external credibility of corporate accounting information (Bushman & Smith, 
2001) while reducing information risks, thereby inhibiting the impact of strateg-
ic choices on the level of risk-taking. On the other hand, high-quality audit su-
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pervision can also make up for the lack of internal corporate governance and 
improve the level of internal control. Under high-quality audit supervision, 
companies with aggressive strategies can significantly improve their internal 
control deficiencies and improve their internal control levels. It can also effec-
tively control the management’s opportunistic behavior and reduce its risk-taking 
level. 

Based on the above analysis, the second hypothesis of this article is proposed: 
H2: Audit quality can inhibit the relationship between the company’s strategic 

choices and the level of risk-taking, which means that high-quality audit super-
vision can significantly inhibit the impact of strategic choices on the level of 
corporate risk-taking. 

3.2. The Sample 

This article selects all Shanghai and Shenzhen A-share listed companies in China 
from 2010 to 2019 as the research object, and this article removes the sample of 
listed companies in the financial industry as well as the sample of ST and *ST 
listed companies. Samples with variables involved in corporate strategy for less 
than 5 years are excluded. So are samples of companies with missing values in 
related variables. In the end, 8420 sample observations were obtained. In order 
to eliminate the influence of extreme values, this article performs Winsorize 
processing on all continuous variables at 1% and 99% levels. The data used in 
this article all come from the CSMAR database. CSMAR is the first and largest 
professional high-tech company engaged in the design and development of ac-
curate databases of financial and economic information in China. The data 
processing of this article is completed in STATA16. 

3.3. The Variables Selected for the Study 
3.3.1. The Explanatory Variable: The Choice of Company Strategy 
This paper draws on Bentley et al. (2013) and Sun et al. (2016) to construct a 
discrete variable to measure the company’s strategic choices, which is recorded 
as Strategy. A company’s strategic aggressiveness generally refers to the follow-
ing six characteristics: 1) Ratio of R & D expenditure to sales revenue; 2) Ratio of 
number of employees to sales revenue; 3) Sales revenue growth rate; 4) The 
proportion of the sum of sales expenses and management expenses to sales rev-
enue; 5) The volatility of the number of employees; 6) The ratio of fixed assets to 
total assets. Refer to the existing literature and take the average of the above six 
variables over the past five years. For the above (1) - (5) variables, we divide each 
variable into five groups according to the average value of each variable in the 
past five years from small to large in each “year-industry” sub-sample. The 
smallest group is assigned a score of 0, and the second smallest group is assigned 
a score of 1, and so on, and the largest group is assigned 4 points. For the 6th va-
riable, the assignment method is opposite, that is, the smallest group is assigned 
4 points, and the largest group is assigned 0 points. Finally, the grouping scores 
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of the six variables are added together to obtain a score of 0 - 24 points to meas-
ure the variable Strategy. The larger the Strategy value is, the more aggressive the 
company’s strategy will be; and the smaller the Strategy value is, the more con-
servative the company’s strategy will be. 

3.3.2. The Dependent Variable: The Level of Risk-Taking 
This paper draws on the research of Yu et al. (2013a) who use the volatility of 
corporate earnings to measure the level of risk-taking, that is, δ (ROAi), where 
ROAi is the ratio of the company’s corresponding year’s profit before tax, inter-
est, depreciation and amortization to the total assets at the end of the year. 
When calculating volatility, we first adjust the company’s ROA for each year by 
using the industry average, and then calculate the company’s industry-adjusted 
ROA standard deviation in each observation period. Since the company’s stra-
tegic choice is calculated based on the average value of each variable in the past 
five years, in order to maintain the consistency of the data, this article uses an 
observation period of every five years to calculate the enterprise’s risk-taking 
level. The second period is 2007-2011, and the third period is 2008-2012, and so 
on, so the sample selection time is 2010-2019, and the actual observation year is 
2006-2019. The specific calculation formula is as follows,  

2

1 1

1 1ADJ_ROA ADJ_ROA
1

Risk1 N N
in ini n nN N= =

 − −  
= ∑ ∑ , 

where N = 5, 1

EBITDA EBITDA1ADJ_ROA
ASSETS ASSETS

Xin kn
in k

in n knX =
−= ∑ . 

In addition, in the robustness test, the difference between the largest ROA and 
the smallest ROA of the company during the observation period is also used to 
measure the volatility of earnings, namely Risk2i = Max (ROA)-Min (ROA). 

3.3.3. The Moderating Variable: Audit Quality 
The measurement of audit quality mostly uses alternative variables. Deangelo 
(1981) believes that BigN can be used to replace audit quality. Zhang & Wen 
(2016) conducted research and screening on alternative indicators of audit qual-
ity, and tested the earnings quality (manipulability accrued profit, earnings ro-
bustness, earnings response coefficient), audit fees, and firm size (whether “Big4” 
or “Big10”) whether have an alternative effect on audit quality. It turns out that 
the domestic “Big10”accounting firm and manipulability accrued profits are the 
best alternatives. The international “Big4” and audit fees can be replaced to a 
certain extent, but the effectiveness is doubtful. Earnings robustness and earn-
ings response coefficient cannot be used as substitute variables for audit quality. 
Therefore, this article draws on the research results of Zhang & Wen (2016), and 
divides the sample companies into two groups according to whether they were 
audited by the Big10 accounting firms that year—a high audit quality group and 
a low audit quality group. 
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3.3.4. Control Variables 
This article refers to the previous literature to select company size (Size), fi-
nancial leverage (Lev), profitability (Roa), book-to-market value ratio (Bm), 
property rights (Soe), company listing years (ListAge), and institutional inves-
tor shareholding ratio (Inst) as a controlled variable, in addition, the industry 
and the year are controlled. The main variables and definitions are shown in 
Table 1.  

3.4. Model Building 

In order to verify the above assumptions H1 and H2, this paper intends to use 
the least squares method (OLS), and build the following models: 

Model 1: , 0 1 , 2 , 3 , 4 , 5 ,

6 , 7 , 8 , ,

Risk Strategy Size Lev Roa Bm
Soe ListAge Inst Year Industry

i t i t i t i t i t i t

i t i t i t i t

= α +α +α +α +α +α

+α +α +α + Σ + Σ + ε
 

Model 2: 
, 0 1 , 2 , 3 , ,

4 , 5 , 6 , 7 , 8 ,

9 , 10 , ,

Risk Strategy Big10 Strategy Big10
Size Lev Roa Bm Soe
ListAge Inst Year Industry

i t i t i t i t i t

i t i t i t i t i t

i t i t i t

= α +α +α +α ∗

+α +α +α +α +α

+α +α + Σ + Σ + ε
 

 
Table 1. Main variables and definitions. 

Variable type 
Variable 

name 
Variable definitions 

The dependent 
variable 

Risk1 
With reference to the method of Yu et al. (2013a) to 
calculate the level of risk exposure, see above for details. 

 Risk2 
The difference between the maximum and minimum values 
of the company’s ROA during the observation period. 

The Explanatory 
variable 

Strategy 
The company’s strategic variables was calculated with 
reference to the methods of Bentley et al. (2013) and 
Sun et al. (2016), see above for details. 

The moderating 
variable 

Big10 
Whether the listed company hired the top ten domestic 
accounting firms to conduct audits in the current year or not, 
take 1; otherwise, take 0. 

Control variables Size 
The natural logarithm of the total asset value at the end of the 
period. 

 Lev 
Total liabilities at the end of the period/Total assets at the end 
of the period 

 Roa Net profit/average balance of total assets 

 Bm Book market value/total market value 

 Soe State-owned holding company takes 1, otherwise 0. 

 ListAge ln (the year of the current year − the year of listing + 1) 

 Inst 
The total number of shares held by institutional investors 
divided by the outstanding share capital. 

 Year control 

 Industry control 
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4. Empirical Results 
4.1. Descriptive Analysis 

Table 2 lists the descriptive statistical results of the main variables in this article. 
It can be seen from Table 2 that the maximum and minimum values of Risk1, 
which represent the company’s risk tolerance level, are 0.318 and 0.0012, and the 
maximum and minimum values of Risk2 are 0.835 and 0.003. Both measure-
ment methods indicate the risk tolerance level of listed companies in my coun-
try. There are big differences between the maximum and minimum values of 
Strategy, which represent the company’s strategic aggressiveness, are 24 and 0, 
indicating that the strategic aggressiveness of listed companies in my country is 
also quite different. Some are too conservative and some are too aggressive. 

4.2. Correlation Analysis of Variables 

Table 3 lists the correlation coefficients of the main variables in this paper and  
 
Table 2. Descriptive analysis. 

Variable Obs Mean Std. Dev. Min Max 

Risk1 8420 0.0286 0.0254 0.0012 0.318 

Risk2 8420 0.0703 0.0625 0.003 0.835 

Strategy 8420 11.30 4.047 0 24 

Size 8420 22.67 1.291 18.83 27.47 

Lev 8420 0.500 0.193 0.0268 1.056 

Roa 8420 0.0403 0.0527 −0.486 0.252 

Bm 8420 1.384 1.400 0.0481 12.53 

Soe 8420 0.634 0.482 0 1 

ListAge 8420 2.810 0.288 1.792 3.332 

Inst 8420 0.477 0.193 0 0.892 

 
Table 3. Correlation coefficient matrix. 

 Risk1 Risk2 Strategy Size Lev Roa Bm Soe ListAge Inst 

Risk1 1          

Risk2 0.994*** 1         

Strategy 0.023* 0.025** 1        

Size −0.196*** −0.199*** 0 1       

Lev −0.146*** −0.145*** −0.095*** 0.459*** 1      

Roa 0.002 0.003 0.217*** 0.002 −0.385*** 1     

Bm −0.177*** −0.176*** −0.133*** 0.603*** 0.559*** −0.271*** 1    

Soe −0.113*** −0.112*** −0.154*** 0.091*** 0.099*** −0.130*** 0.119*** 1   

ListAge −0.022* −0.023* −0.146*** 0.175*** 0.023* −0.124*** 0.145*** 0.132*** 1  

Inst −0.105*** −0.108*** 0.012 0.332*** 0.033*** 0.221*** 0.099*** 0.180*** 0.056*** 1 

* p < 0.1, ** p < 0.05, *** p < 0.01. 
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their significance. It can be seen from Table 3 that the Pearson correlation coef-
ficient between the two variables Risk1 and Risk2 that measure the level of risk 
taking is 0.994, which is significant at the 1% level, indicating that there is good 
consistency between the two methods. The correlation coefficients of the com-
pany’s strategic choice variables Strategy and Risk1 and Risk2 are 0.023 and 
0.025, respectively. The coefficients are close in size and significant at the levels 
of 10% and 5% respectively. The results of the correlation coefficient test indi-
cate that the company’s strategic choice is positively correlated with the level of 
risk, which is in line with the expectations of hypothesis 1. 

4.3. Multiple Regression Analysis 
4.3.1. Corporate Strategy and Risk-Taking Level 
Table 4 lists the regression results of Hypothesis 1. Column (1) reports the re-
gression results without control variables, and column (2) reports the regression  
 
Table 4. Regression results of company strategy and risk-bearing level. 

 
(1) (2) 

Risk1 Risk1 

Strategy 
0.00025*** 0.00043*** 

(3.25) (5.68) 

Size 
 −0.00198*** 

 (−6.32) 

Lev 
 −0.00788*** 

 (−4.14) 

Roa 
 −0.06201*** 

 (-10.51) 

Bm 
 −0.00252*** 

 (−8.77) 

Soe 
 −0.00545*** 

 (−9.27) 

ListAge 
 0.00946*** 

 (7.63) 

Inst 
 −0.00420*** 

 (−2.78) 

Time control YES YES 

Industry Control YES YES 

_cons 0.03728*** 0.06796*** 

 (10.55) (9.11) 

N 8420 8420 

r2 0.10320 0.17221 

F 11.99521 19.92310 

t statistics in parentheses. *p < 0.1, **p < 0.05, ***p < 0.01. 
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results including control variables. The r2 after including the control variables is 
greatly increased, and regardless of whether it contains control variables, the re-
gression coefficients of risk-taking level-Risk1 and the company’s strategic 
choice strategy are significantly positively correlated at the level of 1%. The coef-
ficients are 0.00025 and 0.00043 respectively. The results indicate that the com-
pany’s strategic choice has a positive impact on the level of risk-taking, that is, 
the more radical the company’s strategy is, the higher the level of corporate risk- 
taking will be, which supports H1. Compared with conservative companies, rad-
ical companies are more willing to choose high-risk and high-yield projects. 

The regression results of the control variables are basically in line with expec-
tations: the regression coefficient (−0.00198) of company size (Size) is signifi-
cantly negative at the 1% level, indicating that the larger the company is, the 
lower the level of corporate risk-taking will be; the regression coefficient (0.00946) 
of the company’s listing age (ListAge) is significantly positive at the 1% level, ex-
plaining that the longer the company goes public, the higher the level of risk will 
be; the regression coefficient (−0.06201) of corporate profitability (Roa) is sig-
nificantly negative at the 1% level, indicating that companies with poorer prof-
itability have stronger risk appetite and willingness; the regression coefficient 
(−0.00545) of the nature of property rights (Soe) is also significant is also signif-
icantly negative, which shows that state-owned enterprises prefer a more stable 
corporate strategy and have a lower level of risk-taking.  

4.3.2. Audit Quality, Company Strategy and Risk-Taking Level 
Table 5 lists the regression results of Hypothesis 2. Column (1) reports the main 
regression results audited by domestic “Big10” firms, while Column (2) reports 
the main regression results audited by non-“Big10” firms, and column (3) adds 
interactive items on the basis of the full sample. From the grouping results, in 
the high-quality group audited by the “Big10”, the coefficient (0.00011) of stra-
tegic choice is not significant, while in the low-quality group audited by the 
non-“Big10”, the coefficient of strategic choice is 0.00074, which is still signifi-
cant at the 1% level. The interaction term “Strategy Big10” in column (3) is sig-
nificantly negative at the 5% level, with a coefficient of −0.00031. The above re-
sults show that high audit quality can effectively restrain the relationship be-
tween the company’s strategic choices and the level of risk-taking. Compared 
with non-“Big10” audits, the “Big10” audits can more effectively restrain the im-
pact of the company’s strategic choices on the level of corporate risk-taking. Thus 
H2 is supported.  

4.4. Robustness Test 
4.4.1. Replace the Measurement Method of the Explained Variable 
We replace the risk-taking level Risk1 with Risk2 into the model1 and model2 
for regression. The regression results are listed in column (1) (2) in Table 6 be-
low. The regression results are consistent with the above. 
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Table 5. Regression results of company strategy, audit quality and risk-taking level. 

 

(1) (2) (3) 

Big10 Non-Big10 Full sample 

Risk1 Risk1 Risk1 

Strategy 
0.00011 0.00074*** 0.00059*** 

(1.00) (6.71) (5.82) 

Big10 
  0.00438*** 

  (2.85) 

StrategyBig10 
  −0.00031** 

  (−2.44) 

Size 
−0.00179*** −0.00243*** −0.00200*** 

(−4.42) (−4.78) (−6.36) 

Lev 
−0.00806*** −0.00879*** −0.00782*** 

(−3.04) (−3.20) (−4.11) 

Roa 
−0.02799*** −0.09649*** −0.06235*** 

(−3.44) (-11.25) (-10.57) 

Bm 
−0.00208*** −0.00285*** −0.00253*** 

(−5.67) (−6.21) (−8.80) 

Soe 
−0.00693*** −0.00415*** −0.00553*** 

(−8.32) (−4.90) (−9.39) 

ListAge 
0.00536*** 0.01363*** 0.00936*** 

(3.19) (7.26) (7.55) 

Inst 
−0.00498** −0.00213 −0.00428*** 

(−2.43) (−0.94) (−2.83) 

Time control YES YES YES 

Industry Control YES YES YES 

_cons 0.07640*** 0.06757*** 0.06668*** 

 (7.56) (5.92) (8.88) 

N 4508 3912 8420 

r2 0.18933 0.20943 0.17306 

F 12.92369 12.06910 19.58720 

t statistics in parentheses. *p < 0.1, **p < 0.05, ***p < 0.01. 

 
Table 6. Robustness test regression results. 

 
(1) (2) (3) (4) 

Risk2 Risk2 Risk1 Risk2 

Strategy 
0.00065*** 0.00111***   

(3.46) (5.98)   
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Continued 

L. Strategy 
  0.00026*** 0.00067*** 

  (3.39) (3.54) 

Size 
 −0.00501*** −0.00184*** −0.00465*** 

 (−6.53) (−5.75) (−5.92) 

Lev 
 −0.01942*** −0.00913*** −0.02264*** 

 (−4.16) (−4.67) (−4.73) 

Roa 
 −0.15281*** −0.07310*** −0.18052*** 

 (-10.57) (-12.26) (-12.36) 

Bm 
 −0.00599*** −0.00247*** −0.00588*** 

 (−8.51) (−8.66) (−8.43) 

Soe 
 −0.01329*** −0.00576*** −0.01395*** 

 (−9.21) (−9.58) (−9.46) 

ListAge 
 0.02396*** 0.00959*** 0.02442*** 

 (7.88) (7.25) (7.53) 

Inst 
 −0.01103*** −0.00225 −0.00645* 

 (−2.98) (−1.42) (−1.66) 

Time control YES YES YES YES 

Industry Control YES YES YES YES 

_cons 0.09135*** 0.16840*** 0.06778*** 0.16709*** 

 (10.54) (9.21) (8.78) (8.83) 

N 8420 8420 7578 7578 

r2 0.10491 0.17439 0.18134 0.18331 

F 12.21663 20.22886 19.29443 19.55091 

t statistics in parentheses. *p < 0.1, **p < 0.05, ***p < 0.01. 

4.4.2. One-Period Lagging Explanatory Variable 
In view of the fact that the company’s strategic choice in the previous period will 
have an impact on the level of risk-taking in this period, but the level of risk- 
taking in this period will not affect the company’s strategic choice in the pre-
vious period, so this article uses the company’s strategic choice in the lagging 
period as an independent variable Regress the dependent variables Risk1 and 
Risk2 respectively to control the impact of risk-taking level on strategic choices. 
The regression results are listed in column (3) (4) in Table 6 below. The regres-
sion results are still consistent with the above.  

5. Conclusion and Recommendations 

Based on the empirical analysis above, the main conclusions are: 1) The compa-
ny’s strategic choice has a positive impact on the level of corporate risk-taking, 
that is, the more radical the company’s strategic choice is, the higher the level of 
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corporate risk-taking will be; 2) High-quality audit supervision can effectively 
restrain the company’s strategic choice from affecting the company. Compared 
with non-“Big10” audits, “Big10” audits can more effectively restrain the impact 
of the company’s strategic choices on the level of corporate risk exposure. 

In response to the above conclusions, this article puts forward the following 
recommendations: 1) Formulate appropriate strategies and try to improve cor-
porate governance. Strategy determines the development direction of an enter-
prise and is essential to the development of an enterprise. Therefore, when making 
strategic decisions, a company should consider the company as a whole, com-
prehensively consider its own risk control capabilities and crisis response capa-
bilities, and choose a strategy that suits itself. When the corporate strategy is 
more radical, it should improve the internal control system, improve the level of 
internal control and corporate governance as much as possible, so as to reduce 
the adverse effects of information asymmetry and agency conflicts and maintain 
a certain degree of financial flexibility to cope with the sudden financial crisis 
brought about by the radical strategy. 2) Recognize risks objectively and clarify 
the “red line” of risk tolerance. Companies should dynamically monitor the ac-
tual level of risk-bearing, clarify their risk-taking range, implement relatively ag-
gressive strategies within the tolerable risk range. Managers should also streng-
then their awareness of risks at the personal level. They should not be blindly 
confident, but should objectively assess the risks and benefits of the project be-
fore making decisions. 3) Improve audit quality and give full play to the role of 
audit supervision. As an independent third-party agency, accounting firms can 
play a certain role in overseeing enterprises. Therefore, we must further improve 
and perfect the supervision effect of market audits, and continuously improve 
audit quality. When internal governance is effective, it is further subject to cer-
tain external constraints to restrain enterprises risk-taking behavior, thereby 
controlling the risk-taking level in a reasonable range. 

This study still has certain shortcomings: For example, the measurement of 
company strategy in this article is only from the perspective of aggressiveness. In 
addition, there are many different strategic classifications. The impact of differ-
ent classifications on the level of risk-taking is worthy of in-depth exploration. 
Secondly, in addition to audit quality, there are still other adjustment effects that 
need to be tested, which are left for in-depth study in the follow-up.  
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