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The Effect of Self-selection System on Audit Fee;
Empirical Evidence from Chinese Listed Companies

CHEN Dong-hua!, ZHOU Chun-quan®

(1. Department of Accounting y Nanjing University ,Nanjing 210093,China;
2. School o f Accountancy , Hong Kong Chinese University , Hong Kong , China)

Abstract; With the sample of China’s listed companies in 2002, this pa-
per empirically explores the impact of self-selection on audit fee, Qur find-
ings indicate that self- selection has significant impact on audit fees, and
differences in pricing strategy do exist among audit firms of different sizes.
Companies that have chosen large audit firms would have to pay less if they
chose smaller ones, therefore their actual choices indicate that high quality
auditing service which they decide to pay for is of their preference. Similar-
ly, companies that have chosen smaller audit firms would have to face a sig-
nificant rise on their auditing fee if they alter to larger ones, this may indi-
cate that they made such decision for a lower cost.

Key words; self-selection; audit fee; size of audit firms; audit quality
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