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Securities Market Conditions and the Selective

Enforcement of Regulation
—Evidence from IPO Regulation

XU Dexin ZHANG Tiesheng
(Anhui University of Technology)

Abstract: In the case of the stock market's legal system relatively complete, the enforcement
of securities law become the focus issues. The reality enforcement of securities law is that ac-
cording to the specific cases, the regulators select different enforcement strength at different
times. This behavior is called selective enforcement. Taking the applied IPO which are passed
the issuance examination committee’s audit and are waiting for the CSRC's approval during
2006 to 2008 as our samples, we do empirical research on the selective enforcement of regulato-
ry. Studies have found that when CSRC enforce the IPO approval, it will consider the situation
of securities market. When the situation of securities market is sluggish, CSRC will slow down
the speed of approval. Studies also have found that when samples belong to areas which have
a higher political status, they will get slower speed when the situation of securities market is
sluggish. Further research finds that when the situation of securities market is sluggish, the
samples which get slower speed of approval have a higher IPO’s P/E; and vice versa. These
provide a useful viewpoint for understanding the situation and consequences of the selective
enforcement of regulation in transition economies.

Key words: selective enforcement; approval system; the situation of securities market; political
status of areas



