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Auditor Industry Specialization, Accounting Information Quality and

the Effectiveness of Executive Compensation Contracts

WANG Yongyan, NIU Yuhao
(1. School of Accounting, Nanjing Audit University, Nanjing 211815, China;
2. International Business School, Beijing Foreign Studies University, Beijing 100089, China)

Abstract: Measuring the effectiveness of compensation contracts with pay-for-performance sensitivity, this study empirically tests the impact
of auditor industry specialization on executive pay-for-performance sensitivity, and examines its influence channel and mechanism. The re-
sults found that auditor industry specialization can significantly enhance the sensitivity of executive compensation to performance; the quality
of accounting information plays a part of the intermediary role; further analysis found that this effect was more pronounced in companies au-
dited by high reputation auditors, companies which major shareholders’ control rights and cash flow rights are separated, companies heavily
invested by institutional investors, and rapid growing companies. This study has enriched the research on factors affecting executive compen-
sation incentives, external audit governance effects, and has practical guiding significance for optimizing executive compensation incentives.
Key Words: auditor industry specialization; salary incentives; accounting information quality; executive compensation contracts; audit

quality ; auditor reputation; corporate governance
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