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Abstract

As China's economy becomes increasingly integrated with the global economy, the market is
witnessing robust growth. Nevertheless, corporate financial fraud remains a long - standing issue that
impedes the stable development of the capital market. In recent years, the government has stepped up
supervision over financial fraud, and the legal framework has been refined. Despite these efforts, financial
fraud continues to occur frequently. Both the early - stage financial scandals of American companies like
Enron and WorldCom, and the improper practices of domestic firms such as Kangmei Pharmaceutical and
Zhangzidao, inflicted substantial losses on investors. These incidents undermined the credibility of the
capital market and disrupted the orderly operation of the market economy. This situation underscores the
urgency of addressing financial fraud. By implementing enhanced regulatory measures, strengthening
corporate governance, and improving the legal system, we can hope to create a healthier and more
trustworthy capital market environment.. In this context, game theory, as an effective analysis tool, has
gradually been applied in the research on corporate financial fraud behaviors. It provides a new perspective
and method for understanding and solving this complex problem, and helps to deeply analyze the decision -
making mechanisms and behavioral logics of all parties involved behind financial fraud.

Yijian Supply Chain Management Co., Ltd. made its mark in the industry via supply chain
management, finance, and fintech services, drawing capital market attention. However, persistent financial
fraud led to its delisting. This severely impacted investors and destabilized the capital market. This study
takes Yijian as a case, gathering its financial data, corporate governance info, and regulatory penalty
records from 2015 to 2020. By combining literature review, case analysis, and game - theoretic analysis, it
explores the fraud’ s process, methods, and consequences. The research intends to deepen understanding of
financial fraud and provide insights for enhancing regulatory and corporate governance in supply chain
finance. This thesis establishes a tripartite static game framework under asymmetric information involving
corporate entities, external auditing agencies, and supervisory bodies. Grounded in rational economic agent
assumptions, the research identifies equilibrium strategies among participating entities. The investigation
systematically examines key determinants affecting strategic choices across different gaming scenarios,
while tracing trajectory effects of parameter variations on decision-making patterns. Through comparative
analysis of behavioral interactions between corporate actors, audit institutions, and regulatory systems, the
study proposes tailored governance mechanisms to mitigate financial misconduct risks.

The research results show that the financial fraud behavior of Yijian Co., Ltd. is the result of the



imbalance of the game of interests among the corporate management, accounting firms, and regulatory
authorities. In the game process, the decisions of all parties are significantly affected by many factors such
as the penalty intensity, regulatory cost, illegal income, and reputation loss. This study proposes targeted
strategies to mitigate financial fraud across three critical dimensions: corporate governance, auditing
practices, and regulatory frameworks. For organizational implementation, corporations should prioritize
enhancing their internal oversight mechanisms through multidimensional evaluation frameworks for
executive leadership while fostering ethical organizational cultures. Accounting firms require structural
improvements through balanced audit incentive-disincentive systems that safeguard procedural
independence, coupled with systematic enhancements in auditor competencies to elevate service quality.
Regulatory bodies must establish dynamic monitoring protocols with tiered accountability structures and
real-time disclosure requirements, supported by collaborative intelligence-sharing platforms across
enforcement agencies. The devised strategies focus on fostering alignment across different functions. This
is achieved by integrating operational transparency, professional responsibility enforcement, and flexible
regulatory monitoring, all with the aim of countering the ever - changing risks of financial malfeasance.
Findings from this research contribute to standardizing corporate economic activities. By doing so, they
demarcate the scope of regulatory authorities” responsibilities, boost investors’ trust in the capital market,
and hold significant theoretical and practical value. This is crucial for maintaining the stable and sound
development of the capital market, as well as enhancing the overall integrity of the financial ecosystem.
Given the complexity of financial markets, the insights derived from this study can serve as a guide for
regulatory bodies, enterprises, and investors alike. They can help to anticipate emerging risks, develop
preventive measures, and ultimately create a more resilient financial environment.

Key words: Yijian Co.; Ltd. ; financial fraud; Game analysis
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