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An Inverted U Relationship between Local Government

Debt and Residents’ Welfare
ZHOU Cheng

(1. School of Economics and Management, Xi’an University of Science and Technology, Xi’an 710054, China;
2. Jinhe Center of Economic Research, Xi’an Jiaotong University, Xi’an 710049, China)

Abstract: From the perspective of residents’ welfare maximization, this paper analyzes the relationship between local govern-
ment debt and residents’ welfare. Local government debt can non-linearly affect the welfare of residents through mechanisms
of “net income effect” and “environmental pollution effect”. Empirical research results show that; there is an inverted U-
shaped relationship between local government debt growth and residents’ welfare, which shows that the increasing of local gov-
ernment debt makes the welfare of regional residents decline after local government debt growth exceeding its turning point.
From the prospective of the stages of local government debt development, before 2005, the turning point of local government
debt growth with optimal residents’ welfare is higher than that of local government debt growth since 2005. After 2005, the
growth of local government debt has negative impacts on residents’ welfare. From the view of urban and rural areas, the turn-
ing point of local government debt growth for the optimal welfare of urban residents is lower than that of rural residents.

Key Words: local government debt; net income effect; environmental pollution effect; urban residents’ welfare; rural resi-

dents’ welfare; inverted U relationship
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Social Responsibility Report Authentication, Audit Risk and Audit Cost .

A Study Based on Empirical Data of A-share Listed Companies
ZHU Wenli ", XU Jiahui '

(1. School of Economics and Management, Shaanxi University of Science and Technology, Xi’an 710021, China;

2. Shaanxi Light Industry Development Strategy Research Center, Xi’an 710021, China)

Abstract: This paper studies the impact of social responsibility report verification on audit risk and audit cost based on the
sample of A share listed companies that issued social responsibility reports from 2011 to 2016. The study found that the better
the performance of corporate social responsibility, the lower the audit risk and the audit cost, the less the audit risk and the
audit cost, but the more the social responsibility report is verified by the accounting firm. Standardized and continuous verifi-
cation can significantly reduce audit risks and audit costs. State-owned enterprises and sensitive industries can significantly re-
duce audit risks and audit costs by conducting social responsibility reporting authentication. The utility of certification is not
obvious for enterprises that force the issuance of social responsibility reports.

Key Words: social responsibility report verification; audit risk; audit cost; audit opinion; audit quality; internal control;

corporate governance
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