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Financial Market Development and Government Debt
Risk in China:Discussion on the Linkage of Fiscal Policy

Pang Xiaobo' ?, Li Dan”

(1.Center for Quantitative Economics, Jinlin University, Changchun 130012, China ;
2.Business School s Jinlin University , Changchun 130012, China)

Abstract: On the basis of sorting out the influence of financial market development on
government debt risk in China, this paper explores the specific function mechanism of these
two based on the framework of the integration of the economy, public finance and finance,

and analyzes the linkage between this mechanism and the adjustment (F#% 80 B)
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The Signaling Effect of Party Organization
Governance in SOEs: Analysis Based on Auditor Choice

Cheng Bo', Xuan Yang', Pan Fei'”

(1.School of Accountancy s Shanghai University of Finance and Economics, Shanghai 200433, China ;
2.Institute of Accounting and Finance , Shanghai University
of Finance and Economics, Shanghai 200433, China)

Abstract: It is a distinctive institution that party organization members participate in
operation and governance decisions by two-way access and cross appointment in state-
owned enterprises (SOEs hereafter). Does this institutional arrangement increase SOEs’
demand for high-quality auditing? Using the sample of SOEs in A-share stock market from
2006 to 2012, this paper studies how party organization governance of SOEs influences au-
ditor choice from a perspective of signaling. Results suggest that the SOEs with “cross ap-
pointment” tend to choose bigger auditing firms, and this effect is more salient when the
performance of companies is better or the incentive of political promotion is stronger,
thereby confirming the signaling hypothesis. Our results enrich Chinese distinctive theory
of corporate governance embedded in firm political behavior & expand current literature,
and also have some certain policy implications.

Key words: party organization governance; cross appointment; SOE; auditor choice
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to fiscal policy through sensitivity analysis and fiscal response function. It comes to the re-
sults that at present financial market development affects the sustainability of government
debt risk mainly through funding capability, and both long-term equilibrium and short-term
dynamic adjustment show the active effects of improving government financing environment
and are not vulnerable to fiscal policy shocks, alleviating long-term equilibrium volatility of
government debt risk resulting from changes in economic climate and realizing active preven-
tion against cyclical risk volatility. Meanwhile, combining with the reality of tentative ap-
pearance of financial fatigue in China, financial market development is beneficial to the reali-
zation of sound cycle of fiscal adjustment, the expansion of policy maneuver space and the
alleviation of potential risk volatility. In addition, after big crises in the history, different
fiscal prevention measures result in significant differences in short-term volatility of govern-
ment debt risks.

Key words: government debt risk; financial market development; fiscal policy
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