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Will Budget Slack Affect Auditor Decision-making?

| | Based on the Mediation Effect Model

Wenwen ZHOU?, Yuexiu OUYANG!
(1. School of Finance and Business, Shanghai Normal University, Shanghai 200234,
China)

Abstract: This paper selects Shanghai and Shenzhen A-share listed companies from 2015 to
2020 as the research object, and discusses the impact of budget slack on auditors' decision-making
and the path of action through regression analysis. The research results show that budget slack will
significantly affect audit fees, that is, for enterprises with budget slack, the higher the budget slack,
the more audit fees will increase significantly; but budget slack will not increase the probability of
auditors issuing non-standard audit opinions. ; Further research finds that the effect of budget
slack in increasing audit fees is mainly reflected in non-state-owned enterprises, and the
mechanism test results show that budget slack mainly increases audit fees by increasing auditors'
efforts, which is in line with the "cost compensation™ mechanism. The research of this paper
reveals the impact of budget slack on auditors' decision-making and the internal mechanism,
enriches the existing research on the factors affecting auditors' decision-making to a certain extent,
and provides a new way for enterprises to formulate reasonable budget goals to reduce audit costs.
thinking direction.

Key Words: Audit Fees; Audit Opinion Types; Budget Slack; "Cost Compensation”
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