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A Game Analysis on Financial Fraud of Listed Companies and External
Auditing: A Dynamic Game Model with Incomplete Information

BO Lan, YAO Haixin
(School of SunWah International Business, Liaoning University, Shenyang 110136, China)

Abstract; This article constructs a dynamic game model for corporate financial fraud and external auditing on the basis of a se-
ries of fundamental assumptions. Through the discussion of the equilibrium results, it analyzed the optimal strategies for both
corporate managers and external auditors, also the possible results of the repeated games. Finally, suggestions are proposed on
how to reduce the occurrence of financial frauds.

Key Words: financial fraud; external auditing; accounting firm; audit canspiracy; audit failure; financial reporting informa-

tion; audit quality; incomplete information dynamic game
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