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Selective Law—enforcement and Securities Violation
——FEvidence From China’ s Listed Companies

Chen Donghua, Wang Fangping, Jiang Dequan
(Department of Accounting, Nanjing University)

Abstract: Improved laws and its strict implementation can help to promote the development of the
securities market. Although the Chinese government has been perfecting the relative laws and
established a tight regulation system, a great number of securities frauds have come forward. The
securities regulatory authorities had punished the irregular companies, but the warning effect was far
from satisfactory deterrent. This paper holds that the selective law-enforcement has damaged the
reputation the regulatory authorities and thus brought about the declined punishment deterrent. When
punishing the irregular companies, the Chinese Securities Regulatory Commission considered the
severity of violations and also their backgrounds. State-owned companies suffered lighted punished
compared to non-state-owned companies with the same extend of violation. The above theoretical
analysis are supported by our empirical evidence, and our findings could help us to understand the
poor enforcement effect in China’s securities market.

Keyword: Selective Law-enforcement, Securities Regulation, Irregular Companies, State-owned
Background





