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A Study on the Effect of Privatization on the Performance

of Listed Companies and the Choice of Accounting Firms

YU Wei', ZHENG Ying’

(1. School of Finance, Shanghai Institute of Foreign Trade, Shanghai 210620, China;

2. School of Management, Sun Yat-Sen University, Guangzhou 510275, China)

Abstract: This study uses the sample of 178 privatized enterprises which are listed in Shanghai and Shenzhen Stock Markets during the

year from 1996 to 2007 and investigates the impact of privatization on firm performance and auditor choice in China. Privatization is de-

fined as the controlling shareholder change from state to individuals or private enterprises. By extension, we classify new private owners

into three groups: internal managers (MBO) , political individuals, and outside professionals. We shed light on which type of private

owners will lead to the most efficient result of privatization. We find that privatized enterprises experience performance improvement after

privatization, especially those whose buyers are outsider professionals. Privatized enterprises are more likely to have auditors switch dur-

ing the period of privatization. They are more likely to choose non-local or top 10 auditors lately. MBO firms and outsider professional

buyers’ firms are more likely to have auditor switch and choose better auditors. When the firms switch to better auditors, privatization

leads to significant performance improvement.

Key Words: privatization; performance of listed companies; corporate governance; accounting firms



