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Audit Materiality Level,
Accounting Firm Size and Audit Opinion

WANG Xia', XU Xiao-dong®
(1. Business School s East China Normal University , Shanghai 200241, China ;
2. Antai College of Economics and Management , Shanghai Jiao Tong University ,
Shanghai 200052, China)

Abstract: Based on the data of 845 registrants announcing restatements
from 1999 to 2005, the paper discusses the relationship among audit materi-
ality level, audit firm size and audit opinion. The results indicate that audit
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materiality level has impacts on the types of audit opinion and listed firms
whose accounting errors of financial statement are beyond the audit material-
ity level are more likely to get modified opinions. Besides these, there is also
a positive relation between audit firm size and the probability of giving modi-
fied opinion. It supports the conclusion that big accounting firms give stric-
ter audit opinions and provide better audit service.
Key words: materiality level; accounting firm size; audit opinion; au-
dit quality
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A Model of Income Inequality between Urban
and Rural Areas and Its Dynamic Evolution

——Theoretic Mechanism of Income Gap Change
in Urban and Rural Areas of China

HOU Feng-yun. FU Jie, ZHANG Feng-bing

(School of Economics, Shandong University . Jinan 250100, China)

Abstract: On the basis of Becker’s theory about income inequality and
its changes among generations, this paper designs a theoretic model of urban
-rural income inequality and its dynamic evolution. From the angle of input
factors, it takes material capital, human capital and government investment
as fundamental variables and analyzes the theoretic mechanism of the gener-
ation and dynamic evolution of income gap. According to the model, some
conclusions have been drawn. Some measurements, such as changing the de-
velopment strategy from urban-rural imbalance to balance, making more in-
vestment of human capital in rural areas and improving rural infrastructure
and soft environment construction, could be taken to significantly raise per-
capita income of rural residents at the current period. And due to the effect
passed through periods, the income gap between urban and rural areas
would be shortened by increasing the income of rural residents at the later
periods.

Key words: income gap between urban and rural areas; government in-
vestment; human capital; spillover effect (FTHE%E & W)
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