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Overseas Audit Market Competition Strategy Selection .
Based on Signaling Game Analysis
WANG Fan', ZHANG Longping

(1. School of Finance and Accounting, Zhejiang University of Industry and Business, Hangzhou 310018, China;
2. School of Accounting, South Central University of Finance and Law, Wuhan 430073, China)

Abstract; In recent years, the objectives of accounting firm is “going out” , but the development of overseas market will face
the local auditors’ competition in the reputation and price. This article uses the KMRW reputation model and the monopoly
limit model, and the results show that the local auditors’ competition strategy is: to compete with foreign auditors, the local au-
ditors would make the best use of reputation advantage in the early stage and price advantage after they have established the
reputation. Our auditors should control reputational risks and build up the confidence of the participants in terms of the quality
of auditors in order to be reputed among the industry abroad as soon as possible, and then distinguish between the low-cost and
high-cost incumbent according to the equilibrium conditions, and adopt a different pricing and supporting measures to respond
to the price competition.

Key Words: audit prices; audit reputation; KMRW reputation model; monopoly limit price model; accounting firm competi-

tion; overseas audit market; audit system
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