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Game equilibrium analysis framework for auditing collusion

YU Yurmiao, TIAN Juan, ZHU Ye-ming

School of Economics and Management, Wuhan University, Wuhan 430072, China

Abstract: Auditing collusion phenomena are very common in present auditing environment, and the double auditing

system can be seen as a policy to deerring the phenomena. After we analyze the causes of it, a gane model, ur

cluding the probability factor of introducing the second auditor, exterior supervision, punishment and reward meche

nism, is constructed to analyze the equilibrium conditions for deterring auditors from the auditing collusion. The

conclusion is that, if we enforce outside supervision over auditors and design suitable reward mechanisms, the sys

tem is very beneficial to lower the cost of supervising auditors, which provides theoretical base for us to practice the

policy; what’ s more, this policy is also beneficial to weaken auditors’ collusion preference from the long- term game

perspective, and to regress the double auditing system into the single auditing system so that we can save the whole

social supervision cost.

Key words: auditing collusion; game; equilibrium analysis

32
(43 ”» S,“
» NS. , Al
1 BT
P(1) = 1+ BT A2 P(2) = 1+ BT
P(ALI NS)  P(A21 NS) Al A2
_ P(AL*NS) P(1)
PALENS) = =5 NS) = P+ P(2(1- &
1
T 1+ BY(1- §)
P(A21 NS) = 1- P(A1INS)
73
= 1% B(I- &)

s

ECr= P(A11 NS)C,+ P(A21 NS)(CL- R)

) RBT(1- E)
= G- 1B I- g (7)

ECa = P(A1I NS){C,- (1- T)B +
T(1- &)/- BB+ (1- B)(P- B)]+
E(P- B))+ P(A2] NS)(C,- B) (8)

(2)
. (2) ) Bl= B2=
B< R A2 P(All NS)
P(A21 NS) ,
ECa = C.- B+ w (9)

1+ B(1- %)

(B=0),
ECalp-0> ECrlip-0, P> B/T
(B=1)
ECa lp-1> ECrlp-,
T(1-&R> B[1+ T(1- §] - P& (10)

B/1+ T(1-&)] B(1-%)

B B[+ T(1-%)] R(1-F)
(v % 5 )

P> max

(10) :

B.. = m
mn — 1+ -[(1_ E-’)
A2 ( LI B2< R

, , Al P,

B/1+ T(1- &)] <1n(1- &)

g 1-T)
ST T(1- §)
Bmax< Bmim Bmm Bmin

n- M+ P)ET
R> T(1- %)



