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Can National Audit Reduce the Audit Risk of State-owned Enterprises?
A Quasi-natural Experiment from the Reform of the Human, Financial and
Material Management of Audit Institutions below the Provincial Level

YANG Kaiyuan', HUO Xiaoyan', LIU Bin’

(1. School of Accounting, Chongqing University of Industry and Business, Chongging 400067, China;
2. School of Economics and Business Administration, Chongqing University, Chongqing 400044, China)

Abstract: Using sub-provincial local state-owned enterprises (SOEs) from 2007 to 2019 as the research sample, the impact of the reform of
the management of personnel and financial resources of sub-provincial local audit institutions on the audit risk of local SOEs, which started
in 2015, was empirically examined by constructing a double difference (DID) model. The findings show that this kind of reform has re-
duced the audit risks of local SOEs due to the increased independence and authority of local audit bodies. The reform is more thorough in re-
gions with high levels of economic development and low financial pressure and in enterprises with weak investor oversight, and thus having
a more significant effect on the reduction of audit risk of local SOEs; furthermore, the reform of the management of human and financial re-
sources mainly further reduces the audit risk of local SOEs by improving the quality of national state audits and reducing their agency costs.
The findings have important implications for improving China’s audit management system and strengthening the audit supervision system.

Key Words: national audit; reform of audit management system; audit risks; state-owned-enterprises ( SOEs) ; management of human, fi-

nancial and material resources; audit opinions; audit supervision
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