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Abstract

More than twenty years of government audit in New China shows
that it do paving modernization path to success, though there is still
long way to go compared with the international advanced extent. Most
distinctly, performance auditing which indicates a nation’s advanced
level of government audit has not veritably been actualized in our
country. Therefore, summing up last experience and teachings, we
make a better scheme for development. The crucial point is, to ex-
tricate China from the dependence on traditional financial audit paths
through institutional reform, and eventually realize development
strategies which is performance audit, through carrying out main
change at institutional level, and will have actualize the huge aim
that half working of audit bureau is performance audit in 2007,
which is said by Li Jinghua who is Audit Officer of the People’s Re-
public of China. It is of great necessity to study the institutional
changes of performance audit in China and to explain it under China
surroundings.

The dissertation firstly analyses the process of performance au—
diting in governments around the world in the perspectives of both
the theory of institutional changes and empirical evidence, theh we
analyze the beneficial exploration of performance auditing in our bu-
reau. Based on diffusion of innovation theory, we explore the corre—

lation between the ideas of whether our nation should engage in per—
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formance auditing or not and auditors’ character. Empirical evidence
from the cognitions of China’s audit officials on performance audit—
ing, indicates why and how to expand performance auditing in gov-
ernment. Simultaneously, practical proposals are put forward.

There are eight chapters in this dissertation. The contexts are as
follows:

Chapter One is the introduction, including the statements of
backgrounds, purpose and significance of the study; the definition
and scopes of performance auditing in government and their changes;
research methods and due innovation; and the general structure of
the paper.

Chapter Two is the literature review, and our conclusion is that
this study field gets less research interests from pursuers. The study
on performance audit underwent four stages and the status quo is un-
satisfactory from the perspectives of both academic seminar and pub—
lish area. There of course lie in many objective reasons. However, it
is consolable that the International Organization of Supreme Audit
Institution (INTOSAI) has always been attaching importance to it.
Compared with other nations, there are huge gaps on research meth—
ods and contents in China. To dwindle these gaps, six aspects
should be improved both in academy and practice.

Chapter Three introduces mainly about the conceptual framework
on institutional economics and thereby promotes analysis framework
on institutional changes of performance auditing. There are four
stages and three genres on new institutional economics. Main ideas of
North and Lin Yifu are discussed at length. A brief framework of an—
alyzing institutional changes is given: efficient organization plays a
vital role in institutional changes; the resources of institutional

—_ 2 —
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changes stem from the change of relative price and preference; insti
tutional environment, institutional arrangement, primary —action
group, second-—action group and institutional device should be paid
much attention to when being analyzed; the theoretic model on insti-
tutional changes considers latent profit as an induced factor, that is,
only when the profit of institutional changes overruns their cost, in—
novations might occur. Meanwhile, the changes of some factors will
transfer the latent profit and cost on institutional changes, such as
the market scale, technical changes, knowledge accumulations, the
government size, gross domestic products ( GDP) of per person,
social behavior criterions and value standards, etc. Four factors of
perceive and organization, invention, menu choice and initial time
lead to time lag of institutional changes. The change models are clas—
sified as induced institutional changes and coercive institutional
changes. Possibility of changes is analyzed by institutional demand—
supply framework. In our discuss, institutional changes are integrat—
ed to the change of performance auditing, which is affected by the
market scale, technical changes, knowledge accumulations, the
government size, GDP of per person, social behavior criterions and
value standards and so on. These factors may be used to interpret the
origin and changes of performance auditing.

Chapter Four discusses the changes and their reasons of govern—
ment performance auditing of four different types of audit system in
four typical countries (the U.S.A, France, Germany and Sweden).
It is discovered that the changes of government performance auditing
are influenced by politics, economy, culture, science and technolo—
gy and so on. Description Statistics explains the above, too. The na-

tions that expanded performance audit earlier were due to rational
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choice, and the later were legitimacy imitation. Other countries com—
bined to the four types, it is found that the changes of performance
auditing in government are also influenced by government audit sys—
tem such as the management system, the power of auditor General,
audit scopes, audit means and audit methods, etc.

Chapter Five, Six and Seven focus on the analysis of perfor—
mance auditing in China’s government. Based on the theory of insti-
tutional changes and the history of government audit since the bu-
reau’s foundation in New China, Chapter Five expounds the fact
that how the audit bureau has germinated, explored and extended
performance auditing. There are four stages of performance auditing
in China’s government: the first one quested for economy auditing
and contract responsibility; the second progressed circuitously,
stagnated and was lack of innovations; the third revived in the form
of economy responsibility in leader tenure; and the fourth tried to
follow the advanced of the world level and improve China’s perfor—
mance auditing. We analyze the revenue & cost of performance au-
diting while engaging in it. our conclusion is that both the demands
and supply of performance auditing are insufficient, including that
the constitution in China do not regulate whether audit bureau can
engage in performance auditing or not, the system design cost is too
expensive, people fall short of those knowledge and democratic con-—
sciousness is insufficient. Although the potential profits in institution—
al changes exist, the prerequisite of the changes is still not mature.
It is found that there are many difficulties in institutional changes,
such as time lag of perceive and organization, invention and menu
choice, etc.

Chapter Six is empirical test. Based on the diffusion of innova-

_4_



Abstracd.

tion theory, this paper brings forward seven hypotheses. The depen—
dent variable is auditor’s perception of whether the government per—
formance auditing be applied or not, while the independent variable
is auditors’ character. The model is hence built up. In order to gather
correlative data, we surveyed some auditors who came from four dif—
ferent provinces or cities. The result reflects that four hypotheses that
it is positive correlation between whether audit should engage in per—
formance auditing and auditors’specialty, duty, area and number
are tested. Other hypotheses that it is positive correlation between
auditors’ degree, the title of a technical post, are not tested. Mean—
while, reasons why they are not tested are analyzed.

Chapter Seven is also empirical test. It uses the same question—
naire as Chapter Six. The paper investigates the auditors’ cognition of
performance auditing in China, and the principles of improving per—
formance auditing and questions that should be paid attention to are
put forward. Based on other researchers’ conclusions, the paper
brings forward 35 items on performance auditing. This questionnaire
surveyed why our government auditing has not been actualized effec—
tively, why audit bureaus should expand it, and how to engage in
it. According to the research request, forecasting on questionnaire is
prosecuted, and questionnaire is adjusted by forecasting result. After
the questionnaire is returned, Reliability, which is Cronbach’s al-
pha, Item to Total Correlation, is firstly tested. Six items are elimi-
nated by the result of Reliability Test. Second, Factor Analysis on
three aspects is put up. The result finds that three aspects can be in-
corporated four factors, two factors and two factors. These factors
mainly are the factor of leamning and system. Third, Discriminant

Analysis, together with Cluster Analysis, is carried out. It is found
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that the samples may be classified as four kinds, two kinds and
three kinds. It is showed by Discriminant Analysis that auditor’s
opinions on performance auditing are affected by their degree, duty,
area, number of labor year, unit number etc. Those are related with
opinions why performance auditing are engaged in China. The result
of Cluster Analysis can explain relativity questions. Thus, the result
of Cluster Analysis is in effect. The last promotes the principles of
improving performance auditing and other questions.

Chapter Eight is the conclusion, suggestions and future research
anticipation. It reviews each chapter’s main results and brief
discussions, as well as innovation points. The suggestions mainly
comprises of advantage and disadvantage factors. The disadvantage
factors are various exterior and interior challenges facing to the audit
system. As to the aspect of exterior factors, there is distance between
China and other nations on levels of economy, science, technology
and transportation. As to the aspect of interior factors, it includes
independence, audit methods, audit expenses, audit statute, audit
settlement and auditor’s cognition on performance audit, etc. Reforms
should thereby be implemented in both exterior and interior aspects
of audit departments. Exteriorly, it includes legislation, education
and professional training, and, interiorly, it includes increment
reform methods, giving priority to induced change, formulating
performance audit standards, unitary design principles, public
spreading as well as avoiding copying the western’s models, under—
standing the long and dynamic process of changes and, focusing on
preferring the second best (the feasible) to the first best.

As a matter of fact, we merely review four countries which

engage in performance audit and the changes of performance audit in
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China. We don’t analyze those countries that don’t engage in perfor—
mance auditing. In quantitative analysis of performance audit transi—
tional factors, selective samples are relative small. The objects of the
questionnaire survey are restricted only in the audit staff from four
provinces and cities so that discrepancies inevitably exist. All the
above deficiencies are expected to be offset in subsequent researches.

The main innovation points of this dissertation are as follows:

1. Innovation in a certain extent in theoretical application—the
theory of institutional change is applied to the research of perfor—
mance audit, while existing studies mainly employed contingency
theory, accountability theory and innovation theory to research
performance audit. In the perspective of new institutional theory, it
widens the research logic of the theory itself. Furthermore, it hasn’t
been found that there exist the articles of research on government
audit in China which uses diffusion of innovation theory except this
dissertation, so do it.

2. New found factors that may influence institutional changes in
performance auditing— (1) we newly discover that there is negative
correlation between the number of government audit staffs and their
cognition on the necessity of engaging in performance auditing in
China; (2) we don’t find any evidence supporting western
researchers’ discovery that there is positive correlation between per-
formance auditing in government and the auditors’ degree, training
scalar and their professional title; (3) our survey doesn’t support
the issue that the prerequisite for China’s performance audit in
government is to reform it’s government audit system, figured by
domestic and foreign researchers; (4) we newly find that nations

which engaged in performance auditing earlier rooted from rational
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choice, while those that did later mostly rooted from legitimacy imi-
tation. '

All the above new discoveries will assist to understanding the
changes of performance auditing in government so as to provide evi—
dence for engaging in performance auditing in China’s government
audit.

3. A certain extent innovation in methodology—The existing em—
pirical researches mainly focus on the performance auditing in the
developed countries and some developing countries such as Libya,
Kuwait, etc., while there are no kin empirical researches of ques—
tionnaire on transitional China’s performance audit in government.
The minority of researchers who use survey questionnaire only gave
some simple descriptive researches, let alone a strict empirical ques—
tionnaire analyses. We try to make a breakthrough in this way,
which is the innovation of expanding scope on research methods.

In sum, in both domestic and foreign countries, former
researches applied the methods of qualitative analysis to investigate
the impacts of culture, economy, etc. on the performance audit.
This dissertation otherwise quantitatively advances seven guidelines of
power distance, Gross National Product per person and so on, to
discover the impacts of a nation’s performance auditing and confirm
the results, which is a breakthrough in terms of the perspective of

methodology.



