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Analysisof the “ Audit Break-even Point” Based on Scale Economy

and Agency Cost Theory

Yagiong Zhang Xiaoling Wu Xi’an Jiaotong University
Zhihui Yang Financial Bureau of Xi’ an High-tech Industrial Development Zone

Abstract: It iswidely approved that accounting firm size and audit quality is positive interrelated abroad. It
is not the same in China. Based on the theory of scale economy and agency cost, this paper constructs an audit
quality function of auditor size and extent of audit quality control. We deduce that there is an audit break-even
point in present audit market, and on this point audit quality is the highest. It is suggested that, the extent of audit
quality control is very low at present, medium-size auditor’s audit quality is the highest theoretically.
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