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Tllpry ALl (0.425) (0.575) (0.018) (0.793) (0.002)
AT ML AR B B ey B ey B
Arellano — BondAR (1) #:5% 0.017 0.008 0.001 0.009 0.011
Arellano — BondAR(2) #:56; 0.132 0.330 0.311 0.389 0.429
Sargan # I 0.189 0.225 0.151 0.260 0.209
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Auditor Selection, Signal Transmission and Optimization of Capital Structure .
An Empirical Research on the Listed Companies
in China
ZHANG Juan', LI Hu®, WANG Bing'

(1. Cneter for China Audit Research, Nanjing University, Nanjing 210093, China;
2. School of Management, Nanjing University, Nanjing 210093, China)

Abstract: Does the auditor selection have the function of transmitting signals on the Chinese capital market? The answer is important to
the development of the auditing industry and the expansion of the market demanding basis for independent audit. After analyzing the pan-
el data from the year 2001 to 2006, we find the listed companies can transfer different signals to the market by selecting different auditors
of qualifications , hence affecting the optimization of the capital structures. And the auditor selection of state-owned enterprises and pri-
vate-owned enterprises have different marginal effects on their capital structure,the demand for local large scale auditors by the private-
owned enterprises is more significant.

Key Words: auditor selection; signal transmission; capital structure ;optimization; listed companies
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