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Concentration Rate, Scale Returns and the Optimization of China’'s

Audit Market Structure

Hong Zhou School of Management of Fudan University

Abstract: The most important feature of the international audit market is that its concentration rate tends to
be much higher than that in most sectors. Even though this concentration rate in China is lower than
internationa level, it is quickly approaching the later. This paper theoreticaly analyzes the issue of scae
economies, which constitutes the rational basis of audit sector’s concentration rate determination, then uses data
from Chinese and American audit markets to verify some propositions, and finds that the high concentration
rate in audit market is unrelated with the scale economies, but explained to large extent by the oligopoly market
power of international audit companies. Thus the author poses the necessity to sow down the growth space of
the concentration rate in Chinese audit market and to constrain the oligopoly position of the “Big Four” in
China

Key words: the structure of audit market; concentration rate; scale economies
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