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Abstract

The profession of auditing starts very early in China, but
theoretical research lags far behind. Though there have been in-
spirational ideas about auditing since ancient times, no auditing
theory has been established. Towards the end of 1990s, Chinese
researchers in this field began to absorb some advanced theoreti-
cal findings from abroad and started setting up a framework of
the auditing theory mode with Chinese characteristics, focusing
on the establishment of auditing system. Much groundwork was
laid down then in the theoretical research, however, a unified
and perfect auditing theoretical system of Chinese style was yet
to be set up.

The methods of the research in this dissertation include ana-
lyzing the historical origin of the theory of the auditing system
by positive and systematical methods, distinguishing the differ-
ences between auditing theory structure and auditing system’s
objectives, establishing the basic framework of the auditing theo-
ry, deterring the logic starting point of auditing theoretical re-
search, putting forward the basic concept of the mandated eco-
nomic responsibility with the aim to put forward the essence of
auditing, thus formulating the theory on the auditing system of
the Chinese style. In accordance with the above-mentioned pro-
cedure, the concrete content of this dissertation is arranged as
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follows.

Part | : A General Overview

The general approach follows the order of presenting the
problem, analyzing the status quo and proposing a solution using
specific methodology while a special focus is placed on the study
of the auditing theoretical system. This writer holds the view
that except for some incoherent thoughts of auditing, China has
not yet had an auditing theory from ancient times to modern
times, So, this dissertation selects the theory of auditing as the
research content. There is certain research foundation to auditing
theory in the modern practice of auditing, but there lacks a uni-
fied auditing theoretical system. Since mid-eighties and later
eighties of the 20th century, Chinese auditing researchers have
been devoting themselves to the study of the practical problems
in auditing, such as the problem of auditing nature, auditing
subject , auditing target, auditing status, auditing method and
auditing organizations etc. , obviously, the sphere is limited. At
the beginning of 1990s, auditing theory researchers began to ab-
sorb advanced theoretical results abroad to a large extent, and
started to the research how to set up the theory model with Chi-
nese characteristics, but have not yet formulated a unified audi-
ting theory model of Chinese style. Hence, this dissertation se-
lects the auditing theoretical system as the subject for research.

By tracing the thoughts of the early auditing theory abroad,
this paper introduces the auditing theory of several foreign audi-
ting theory researchers who have had impact on the contempora-
ry auditing theoretical system. For example, the famous British
accountant Francis William Pixley, Professor Laurence Robert
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Dicksee, a famous American accountant, Robert Hitler Mont-
gomery , Doctor Victor Z.Breakris, John B. Thurston and a
number of Germany academicians and documents on auditing as
well. Their theoretical research constitutes Part of the history of
the theoretical research, and lays a solid foundation for the
forthcoming researchers and paved the way for the establishment
of auditing theoretical system, but on the whole, a complete au-
diting theory was not established yet.

Statement of Basic Auditing Concepts published by the
American auditing criterion committee establishes the structure
of the theory by covering the auditing function, the auditing con-
cept, the auditing procedure , the auditing report and the audi-
ting practice as the focus of study. A Auditing theory system
formed by Professor C. W. Sandal, an American auditingologis-
tist, takes the auditing supposing as the starting point, and for-
mulates an auditing framework by using auditing supposing, au-
diting theorem, auditing structure, auditing principle, auditing
standard etc as basic key elements. British auditingologistist
Tom Li and David Flint view the theoretical system of auditing
taking, auditing essence and goal, auditing concept and suppo-
sing, auditing standard as key element specially differentiated
and regard as the logic starting point the study of the theory
structure. Montgomery and Andersen put forward the theoreti-
cal system of auditing as composed of the auditing goal, auditing
criterion, auditing concept, auditing supposing, auditing tech-
nology and auditing procedure.

This dissertation analyzes different thoughts and research
achievements on the auditing system by Chinese scholars, inclu-
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ding the auditing theory formulated by Professor Tang Yunwei,
which contains the framework of auditing hypotheses, auditing
concepts, auditing criteria, auditing practice; and auditing sys-
tem put forward by Wang Wenbin and Lin Zhonggao, which is
based on theories of the auditing goal, auditing behavior and au-
diting method; the concept of the economic cybernetics proposed
by Cai Chun, which is based on the essence of auditing as a star-
ing point and consists of auditing hypotheses, auditing goal, au-
diting information, auditing standardization and auditing con-
trol. This dissertation holds the view that the above-mentioned
theories and thoughts are scientific , but remain limited and need
to be improved on.

Part [[ : we adopt historical analytical method, tracing back
to the origin in China’s auditing history, studying the forming
and developing of auditing thoughts and auditing theories, thus
offering a base for theoretical research to draw lessons from.
This dissertation divides the auditing theory into five stages from
the angle of professional practice of auditing. The first stage is
that China’s auditings practice in early days, in which the audi-
ting thought is observed from ancient auditing organizing sys-
tem, auditing system and China ancient auditing . The frag-
ments of China’s ancient auditing thoughts are mainly about audi-
ting agency, auditing system, auditing personage activity and
treatise, and should be put into the category of auditing theory .
The second stage is the embryonic period of China’s auditing the-
ory. mainly on studying and introducing the thought of auditing
from the west in this period, basically without systematical theo-
retical research. The auditing practice in this stage includes the
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setting-up and perfecting of the auditing system. The expert’s
thoughts on auditing in this period are incorporated into theoreti-
cal category, too. The third stage is the one in which China’s
auditing practice and theory stagnated, when financial supervi-
sion replaced the function of auditing, there being no ample
scope for auditing activity, and the auditing agency disappearing.
However, financial supervision ability was not strengthened in
this period: financial institution, financial revenue and expendi-
ture activities were both in chaos with no new auditing thoughts
basically. The fourth stage is the one in which China’s auditing
theoretical research resumes, the focal point lying in studying
and absorbing auditing research results from abroad again, and
setting up theoretical research mechanism progressively, estab-
lishing auditing research mechanism, but there being limits due
to the vagueness in auditing essence, indistinct intelligence
property rights; interfered by the auditing practice system; the
thought restrain in the field of theoretical research, and the un-
clear target of theoretical research . The fifth stage is the one in
which China’s auditing theory structure system being set up and
perfecting constantly, when auditing theoretical structure system
coming into being, when the discipline level theory, theory ori-
entating theory, basic theory orientating theory and practice ori-
entating theory already taken shape tentatively.

Part [ : The differences and similarities between auditing
theory system and auditing theory structure are discussed. This
dissertation believe that there should be two main aspects in the
auditing theory researching: one is pure theoretical research, the
other is synthetically theoretical research, and the auditing theo-
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retical research should be put into the synthesis category while
the auditing theory structure falls into the pure theory research.
Meanwhile, there are both interdependence and essentially
differences between auditing theory system and auditing struc-
ture system. The main differences lie in both concept system and
structure system. Auditing theory system is an academic theory
system composed of the general concept of auditing, general re-
searching methods, auditing standards in general, organization
of auditing system in practice, which generally includes theoreti-
cal system of the origin and development theoretical system, fun-
damental theories system of auditing, application theories of au-
diting, and the trends of development of auditing theory. The
auditing theoretical structure is an important element of auditing
theory system, whose subsystems all take elements of auditing
theory as their foundation, and the subsystems interconnects to
be an integration.

Part [V : An comparative study is carried on to analyze the
relations among auditing system, auditing theory system and au-
diting academic system. This dissertation holds that auditing
system, auditing theory system and auditing academic system
are interdependent on each other, forming a solid system struc-
ture, the dialectical relations between each of the three being the
key for understanding the differences between auditing theory
system and auditing theory structure, and determining the ori-
entation of the development of auditing research. Auditing sys-
tem is the researching achievements from auditing professions
and auditing activities. Auditing system is composed of auditing
practices system, auditing theory system, auditing academic
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system, and auditing management system, all four forming a
subsystem of auditing system respectively, and being interde-
pendent, and resulting from the experiences of auditing practices
in history. Auditing system, auditing theory system, and audi-
ting academic system vary from each other with respect to inten-
sion, object, subject, particularity, request, purpose, con-
tents. Meanwhile, auditing theory system and auditing academic
system is interdependent and interrelated to each other.

Part V: This part is a focal point to study the theoretical
auditing system framework. In this dissertation., the auditing
theory system is an academic theoretical system composed of the
general concept of auditing, common researching methods,
standards, organization structure. The auditing theory system
generally includes auditing reasoning theory system, auditing
fundamental theory system (auditing theory structure), applica-
tion auditing theory system, and auditing development theory
system. The elements of auditing fundamental theory system are
abstract, representative, systematical, fundamental, on which
the auditing theory system bases, and can be the guideline for
general auditing practices. There are five main auditing funda-
mental elements: essence of auditing, target of auditing, audi-
ting hypothesis, auditing standards and auditing environment,
which constructs an auditing theory system by reasonably combi-
ning these auditing elements. The commonly recognized start
point of auditing theory includes: auditing hypothesis, auditing
target, economic controlling, essence of auditing, among which
the essence of auditing determinates the other three.

With the development of the economic theory and further in-
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vestigation of the auditing theory, the problem of what is the es-
sence of auditing comes to be the key field of auditing theory re-
search. The thoughts of essence of auditing goes through a his-
tory of the view of error-examining-and-correcting, view of Eco-
nomic supervision, view of mandated economic responsibility,
view of economic controlling. The development of views on the
essence of auditing is constrained by the development of theoreti-
cal economics on one hand; while is influenced by the develop-
ment of auditing practice. In this dissertation, the activities is
some kind of controlling activities, and the objects being control-
ling are often the mandated economic responsibility, which can
completely explain the essence of auditing, the purpose of audi-
ting, as well. So, in this dissertation, the essence of auditing is
Controlling of mandated economic responsibility.

I believe that it is scientific and feasible to establish an audi-
ting theory system taking Controlling of mandated economic re-
sponsibility as the essence of auditing, the auditing essence as
the logic starting point, the auditing essence, auditing target,
auditing hypothesis, auditing standard, auditing environment as
fundamental elements, and including auditing original theory
system, auditing foundation theory system. auditing application

theory system, auditing development system.
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