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Competition in Auditing Market and Collusion in Auditing .

A Historical and Theoretical Review

DONG Zhi-qiang' , TANG Can-qing’

(1. School of Economics and Management, South China Normal University, Guangzhou 510006, China;

2. Department of Economics and Management ( Nanhai Campus), South China Normal University, Foshan 528226, China)

Abstract: Recently, there is a tendency that collusion in auditing spreads and gets more and more intense with the competition in audi-

ting market. From the historical perspective, by analyzing the effect of competition in auditing markets of USA and China on collusive be-

havior in auditing, this paper points out that auditing collusion may rise from over-competition in auditing market. Then we develop an

infinite repetitive game model and show that, collusion-free equilibrium can be reached when the auditing market is far from over-compe-

tition; and the over-competition will lead to collusive disequilibrium. It is necessary for us to intervene in auditing market, depress the

competition in this field and construct an effective supervisory system to avoid the emergence of auditing collusion.

Key Words: CPA auditing; auditing collusion; market auditing competition; repeated game; industrial organization
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