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Abstract. Family enterprises hold a prominent position in the economic devel-

opment process yet are confronted with a multitude of governance hurdles. By 

selecting the Shanghai and Shenzhen A-share listed family enterprises during 

the period from 2014 to 2022 as research specimens, this study delves into the 

influence of non-family shareholder governance on the postponement of audit 

reports within family enterprises from the vantage point of ownership structure. 

The research findings demonstrate that non-family shareholder governance is 

capable of remarkably diminishing the delay of audit reports. This implies that 

such governance can augment the timeliness of audit reports in family enter-

prises, optimize the financial information setting, and reinforce the capacity to 

foresee and react to risks, which is highly significant for the growth of family 

enterprises. 
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 1 Introduction 

Family enterprises play an indispensable role in global economic growth and are also 
a representative and typical force in the composition of enterprise groups [3,4]. Cur-
rently, China is in a critical period of economic transformation and rapid develop-
ment. The non-public economic sector, with the private economy and family enter-
prises being prime examples, is fulfilling a crucial function in domains like ensuring 
stable growth, spurring innovation, augmenting employment opportunities, and en-
hancing the quality of people's lives. However, family enterprises also face a series of 
governance challenges during their own development process. According to the soci-
oemotional wealth theory, family enterprises often regard maintaining control as an 
important goal, which makes their corporate strategy formulation overly conservative 
and lacking in flexibility. The high concentration of corporate ownership and control 
rights hinders the introduction of outstanding external talents, further leading to low 
management efficiency. The intergenerational succession of power in family enter-
prises intensifies the contradictions among new and old family members, and the 
collision of different business concepts among them is likely to affect the stable oper-
ation and sustainable development of enterprises, etc. [6,7]. In this context, the signif-
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icance of the governance function fulfilled by non-family shareholders within family 
enterprises cannot be overlooked. Non-family shareholders engage in corporate gov-
ernance by means of shareholding, introducing a wealth of external resources, profi-
cient managerial expertise, and cutting-edge market notions to family enterprises, 
thereby driving them to progress in a contemporary and standardized manner. 

One of the important goals of audit reports is to provide external users with rele-
vant information that helps them make decisions in a timely manner [9]. Therefore, 
the accounting industry, users of accounting information, and regulatory authorities 
all regard the timeliness of audit reports as an important manifestation of the quality 
of accounting information [1], and it is also a true reflection of the corporate govern-
ance ability of the audited entity. On the one hand, excellent managers can efficiently 
coordinate enterprises with their outstanding management abilities, fully reducing the 
risks related to customers [8], and reducing the workload of audit work from the 
source. On the other hand, auditors rely on the assistance of enterprise managers dur-
ing the process of performing audit work. The help from excellent managers can 
shorten the time spent by auditors in the information collection and verification pro-
cess [10], improve the efficiency of audit work, and thus shorten the delay of audit 
reports. To sum up, the involvement of non-family shareholders is conducive to ena-
bling family enterprises to acquire essential business intelligence and plentiful busi-
ness assets [6]. It can upgrade enterprise performance, strengthen management profi-
ciency, further mitigate the risks associated with financial statements and business 
undertakings, lower the intricacy of audit processes, and eventually curtail the lag of 
audit reports [2]. 

Based on the above, this research chooses 2014 - 2022 family enterprises to study 
non-family shareholders' impact on audit report delay from the ownership perspective. 
The results show that non-family shareholder governance can significantly reduce the 
delay. 

This paper contributes by enriching family enterprise shareholder governance re-
search, especially on non-family shareholders' impact on audit report delay, filling 
research gaps. It also deepens the study of the interaction between different share-
holders and validates non-family shareholders' positive role. Moreover, it provides 
practical advice for family enterprises' governance and audit improvement, which is 
important for their development. 

2 Theoretical Analysis and Research Hypotheses 

In accordance with the agency theory, a principal-agent connection exists between 
family shareholders and the management within family enterprises. As the sharehold-
ing ratio of non-family shareholders rises, they possess a more potent incentive to 
oversee the operation and financial information disclosure procedures of the enter-
prise. In order to safeguard their own investment interests, they will proactively en-
courage the enterprise to adhere to more rigorous financial standards and audit proto-
cols, diminishing the potential earnings management and information manipulation 
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actions of the management. This will enable auditors to acquire precise information 
more effectively and execute audit tasks, thus shortening the delay of audit reports. 

To sum up, the governance of non-family shareholders is capable of lessening the 
audit risks and the workload of family enterprises, thus shortening the time delay of 
audit reports. Hence, this paper posits the following hypothesis: 

H1: Under the condition that other factors remain unchanged, non-family share-
holder governance can shorten the delay of audit reports of family enterprises. 

3 Research Design 

3.1 Data Sources and Sample Selection 

This study uses 2014 - 2022 Shanghai and Shenzhen A-share listed family enterprises 
as objects. Family enterprises are defined as those in CSMAR database where besides 
the controller, at least one related family member holds shares, etc. [3]. Data comes 
from CSMAR. Samples are screened by excluding financial firms, those with ST, 
*ST, PT, and incomplete ones. Continuous variables are winsorized at 1% to get 
3,312 firm-year observations. 

3.2 Model Specification 

To examine the influence of non-family shareholder governance on the delay of audit 
reports in family enterprises, this paper formulates Model (1) by referring to the study 
conducted by Du et al. [5]. If the coefficient 𝛼𝛼1 is negative and significant, it indicates 
that non-family shareholder governance can reduce the audit report delay of family 
enterprises and verify Hypothesis H1. 

 𝐿𝐿𝐿𝐿𝐿𝐿 = 𝛼𝛼0 + 𝛼𝛼1𝑁𝑁𝑁𝑁𝑁𝑁𝑖𝑖𝑖𝑖 + 𝛼𝛼𝑖𝑖 ∑𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 + 𝜀𝜀𝑖𝑖𝑖𝑖 (1) 

Among them, 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 represents the control variables. 

4 Empirical Analysis 

Table 1 showcases the outcomes of the multiple regression analysis regarding the 
governance of non-family shareholders and the delay in audit reports of family enter-
prises. Among them, column (1) shows the regression results between the sharehold-
ing proportion of non-family shareholders and the audit report delay. The results indi-
cate that the regression coefficient of the shareholding proportion of non-family 
shareholders is -0.173 and is significant at the 1% confidence level, suggesting that an 
increase in the shareholding proportion of non-family shareholders has a significant 
reducing effect on the audit report delay of family enterprises. To conclude, the gov-
ernance of non-family shareholders is capable of reducing the time lag of audit reports 
in family enterprises, thereby providing support for Hypothesis H1. 
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Table 1. Benchmark Regression 

Variable LAG LAG (clus-
ter(id)) LAG LAG (clus-

ter(id)) 
(1) (2) (3) (4) 

NFG1 -0.173*** -0.173***   
(-4.710) (-3.055)   

NFG2   -1.072*** -1.072** 
  (-3.283) (-2.419) 

Controls Yes Yes Yes Yes 
YEAR Yes Yes Yes Yes 
INDU Yes Yes Yes Yes 

Cons 63.29*** 63.29*** 53.04*** 53.04*** 
(6.374) (4.702) (5.127) (3.850) 

N 3,312 3,312 3,312 3,312 
R-square 0.168 0.168 0.164 0.164 

5 Conclusions 

Investigating the engagement of non-family shareholders in the governance processes 
of family enterprises is beneficial for augmenting the governance efficiency of family 
enterprises. It can reinforce the vigor and competitiveness of the private sector, opti-
mize the allocation of resources, draw in investments, and drive enterprise innovation 
and sustainable growth. Subsequently, this can fuel the high-quality advancement of 
China's private economy, supply a powerful impetus to the overall economic expan-
sion, and enhance its stability. From the standpoint of shareholder governance, this 
research has explored the influence of non-family shareholder governance on the time 
delay of audit reports in family enterprises. The research discovers that the ownership 
structure of non-family shareholder governance can remarkably curtail the postpone-
ment of audit reports in family enterprises. This implies that the participation of non-
family shareholders in governance has exerted a favorable effect, diminishing the 
audit report delay, heightening the timeliness of audit report disclosure in family en-
terprises, and ameliorating the financial information environment of family enterpris-
es. 
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