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Determinants of the output differences of local audit institutions:
a regression-based decomposition

ZHANG Dingzu"?, LIU Aidong'

(1. School of Business, Central South University, Changsha 410083, China;
2. School of Economics & Management, Changsha University of Science & Technology, Changsha 410114, China)

Abstract: This article, by taking local audit institutions in China from 1997 to 2009 as sample, first estimates the output
decision equation of local audit institutions, and then decomposes their output differences by employing the
regression-based decomposition method, hence finding the determinants of the output differences in local audit
institutions. The study shows that total factor productivity has a contribution of 61% to output differences, that capital
input has a contribution of 29%, and that the auditor labor input accounts for only about 9%. Total Factor Productivity
(TFP) plays the most important role in output of local audit institutions in China with the next being capital investment.
Key Words: local audit institutions; output differences; regression-based decomposition; TFP
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