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Audit Demand’s Alienation and Its Institutional Reasons in China
LIU Minghui, WANG Enshan

(School of Accounting, Northeast University of Finance and Economics, Dalian 116023, China)

Abstract: Audit demand can have an appreciable impact on the development of audit market and capital market. It is appar-

ent that the alienation exists in China capital market during the special period in some special domain, which indicates the

shortage of high quality audit demand. There are three kinds of alienable phenomena of audit demand low quality prefer-

ence, casual attitude, and dependence on administration in China audit market, which signifies the deficiency of demand
for high-quality audit. There are some institutional reasons, such as a) majority rule in equity voting; b) intimate connection
between government and state-owned enterprises; ¢) government regulation on TPO, and d) insufficient legal punishment on
false financial statements. The countermeasures include: a) classified voting system; b) property privatization; c¢) IPO regis-
tration system and d) group lawsuit system.

Key Words: audit demand; audit demand’s alienation; auditor selection; audit market; institution; equity voting
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