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Abstract: Using non-financial listed companies on the Shanghai and Shenzhen A-shares from 2014 to 2022

as samples, this study examines the impact of industry expertise auditors on corporate leverage manipula-

tion. The results indicate that industry expertise auditors can significantly suppress corporate leverage ma-

nipulation. This conclusion is still held after several endogeneity treatments and robustness tests. The me-

diation effect test found that industry specialized auditors mainly suppress the corporate leverage manipula-

tion by alleviating financing constraints. Heterogeneity analysis found that when there were no substantial

deficiencies in internal controls and institutional investors held a higher proportion of shares, the inhibitory
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effect of industry expertise auditors on leverage manipulation was more prominent. This article not only
enriches and expands the relevant research on the economic effects of auditor industry expertise from the
perspective of leverage manipulation, but also provides useful policy insights for suppressing corporate le-
verage manipulation and preventing false leverage reduction.

Key words: industry-specific auditors; corporate leverage manipulation; financing constraints; internal

control deficiencies; institutional investor
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ROA 20 416 0.032 0. 069 —0.468 0.034 0. 300
MB 20 416 2.070 1. 372 0.786 1. 644 13.527
CFO 20 416 0. 048 0. 066 —0.177 0. 047 0.277
PPE 20 416 0. 210 0.158 0.002 0.178 0. 754
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Year Yes Yes Yes Yes
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(—3.828)
Controls Yes Yes Yes Yes
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Industry Yes Yes Yes Yes
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Year Yes Yes Yes Yes
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adj. R’ 0. 054 0. 054 0. 082 0. 082
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O FC B RABAE 1% 00K T 1 530 T o 2 W1 Be 1 24952 4 L RCHF B0 A MSA
MSA_D By REVATE 180K T 10350 60, 2 W10 % VBV 20 B0 2 U5, A7 0l % K W 1 U 154
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R6 PAYEKE

(@D (2) (3 4
Gk
FC FC Levm Levm
MSA —0.765""" —0.079" """
(—3.684) (—2.614)
MSA D —0.058"" —0.009" """
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FC 0.005" "~ 0.005" "
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(—1.439) (—1.448) (6.361) (5.974)
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Year Yes Yes Yes Yes
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adj. R* 0.765 0.765 0.057 0.084
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