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Association of Listed Company Senior Executive with Office, Audit Opinion and

Senior Executive Turnover: An Empirical Analysis of USA Listed Companies

WANG Weihong,HU Yingyan, CUI Zhuqing
(School of Accounting , Shandong University of Finance and Economics, Jinan 250014, China)

Abstract ; At present the study of association relationship in China mainly focuses on associated party transac-
tions and political association and seldom touches audit association. There are three types of association between lis-
ted company senior executive and the office; work association, maternal association and accidental association.
Through empirically analyzing American listed companies, this paper has drawn the following conclusions: the com-
panies with associated senior executives often get " clean" audit opinions; audit opinions play a moderating role in
the turnover of senior executives, and with the announcement of unfavorable audit opinions, the turnover rate of asso-
ciated senior executives is even higher. In view of the fact that the association relationship is harmful to audit quality,
China regulatory authorities should take the following governance measures; a work —association prohibition law
should be introduced to set up a barrier to prevent listed companies from hiring accountants or auditors who once
worked for them; and accounting firms should change their auditing test method and the members of the audit team to
prevent the auditor’s opinion from being influenced by personal friendship or trust.

Key words : association relationship; audit opinion; senior executive turnover
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