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Abstract

After Zeft and Fossum’s original work at 1967,many academics began to draw
on Industrial organization theory to explain audit market. This dissertation intends to
explain the whole audit market.The framework of this dissertation is based on
Effective competition theory. Contestable markets theory and Havard school’s
SCP(Structure-Conduct-Performance) theory.By analysing securities auditing
market’s scale economy,market structure,entry barriers,market behaviors and public
policies,I intend to analyse the status quo of the audit and tentatively put forward
some suggestions.

Chinese securities auditing market’characters can be concluded as belows:

(1) It seems the market have realized scale economy,though it’s not very
significant.

(2) Entry barriers have been raised gradually while some entry barriers have been
abolished.

(3) Concentration degree of securities auditing market is not very high.The gap
in scale between domestic accounting firms and Big4 is decreasing.

(4) Changing auditors is very frequent.The changing ratio does not has a
significant correlation with listed companys’ assets size.Some accounting firms lost a
great deal of their clients,which means they probablely do not maintain a stable
operation. In IPO market, accounting firms’ reputation begins to exert influence.And
it is becoming more and more influential. Many accounting firms merged as a result of
some provisions issued,and some accounting firms just rushed into merging.

To abtain an effective competition,we need to improve the public policies,and
guide the accounting firms to enforce internal governance and stable operation. It is
necessary to construct an oligarchy market structure. Appropriate entry barriers and
independent auditing responsibility are also important. The CICPA is expected to play
an important role in helping accounting firms to make industry specialization
investment and improve audit technology,which will help them to build good

reputation and competition.
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