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Can State Auditing Improve Firms’ Labor Investment Efficiency?

Empirical Evidence from Listed Companies Controlled by Central SOEs

YANG Xin, ZHANG Chun, DU Xiaorong
(Business School, Hohai University, Nanjing 211100, China)
Abstract: With the continuous deepening of supply-side structural reform, the reform of labor factors has received extensive attention, and
how to effectively improve the efficiency of corporate labor investment is particularly important. Based on the sample of central enterprises
and their subordinate listed companies from 2008 to 2018, this paper examines the impact of state audit on firms’ labor investment efficien-
cy. It is found that state audit can significantly improve firms’ labor investment efficiency; the mechanism tests show that state audit can pro-
mote labor investment efficiency by reducing the information asymmetry and agency cost of state-owned enterprises. Further analyses suggest
that the positive effect of state audit on labor investment efficiency is more pronounced for firms with higher internal control quality, firms
with better external audit quality, firms with higher levels of product market competition, and those belonging to regulated industries, indi-
cating that state audit and various internal and external governance mechanisms of firms can effectively produce synergistic governance
effects.

Key Words: state audit; labor investment efficiency; information asymmetry; agency cost; internal control; national governance

« 21 -



