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Abstract:
The difference between what the general public and users of financial information believe auditors

are responsible for and what auditors actually believe their obligations are is known as the
expectation gap. This study aims to identify the nature of the audit expectation gap and suggest
ways to close it. This will include a focus on how technology can be deployed to address similar
concerns. The study proposed a set of criteria that might be utilized to close the expectation gap
between user needs and expectations and audit expectations, including society knowledge, audit
report length, audit independence, auditor efforts, and auditor abilities. The study came to the
further conclusion that technology is crucial for closing both the performance and reasonableness

gaps.
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1. Introduction

The expectation gap is the mismatch between what the public and users of financial
information think auditors are liable for and what auditors actually think their obligations are
(Kamau, 2013). According to Koo and Sim (1999), the goal of accounting is to offer
information that may be used to make decisions about how to allocate resources. They
further contend that in order to fulfill this goal, accounting must deliver trustworthy financial
data. The auditor's job is to keep an eye on a company's financial statements and to give
assurance on them. The auditor has frequently been referred to be the watchdog since
society expects them to faithfully perform such a duty.

The Kenyan Companies Act's seventh schedule lists the primary responsibilities of the
auditor. These responsibilities include stating if they believe the company has maintained
good books of account and has received proper returns from branches, they have not visited
that are adequate for the purposes of their audit. Additionally, auditors must state if, in their
opinion, according to their best knowledge, and in accordance with the justifications provided
to them, the accounts in question provide the information needed by this Act in the way
specified and provide a truthful and fair picture. The Companies Act makes it quite clear that
one of the auditors' responsibilities does not include account preparation.
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The trust of stakeholders in the audit is inversely correlated with the audit expectation
gap, and the higher the audit expectation gap, the less confident the stakeholders are in the
audit. Auditors will reduce the audit expectation gap and boost stakeholder confidence at the
same time by retaining their perceived independence and increasing engagement with users.
Additionally, the Financial Reporting Board's active involvement serves as a moderator to
guarantee the auditors' perceived independence (Akther & Xu, 2020). Stakeholders' trust in
auditors tends to close the expectation gap.

Due to the firms emphasizing issues that were not considered as significant by their
users, there was a perception gap. These comprise social and environmental disclosures as
well as certain marketing and promotional reporting. Users of integrated reports, on the other
hand, need more details on matters like the capability and performance of individuals in
charge of governance and how management has handled risk in order to ensure financial
stability and avert financial disaster (Naynar, Ram, & Maroun, 2018). Even if they have a
legal obligation, auditors also have a responsibility to consider the needs of those who use
accounting information. This might aid in closing the gap between expectations.

According to Kimutai (2012), there is in Kenya a mismatch between expectations and
the scope and nature of the auditor's responsibilities. She discovered that the auditor's duty
for the compilation of the accounting records and the integrity of the entity's internal control
framework was largely plagued by expectation gaps. In Kenya, the legislation and both
international accounting and auditing standards explicitly define the duty of the auditor.

2. Study Objectives

In this study, the audit expectation gap will be reviewed in the literature. The purpose
of the literature search is to determine the nature of the audit expectation gap and the
methods for reducing it. This will include a focus on how technology can be used to address
similar issues.

The researcher has incorporated the drivers of audit expectation gap based on the
causes as mentioned by Salehi, Kimney, Canadian Institute of Chartered Accountants, and
other researchers after carefully analyzing the literature and studies that have been
conducted on the audit expectation gap. The performance gap and reasonableness gap are
the main topics of this study. The standards gap has not received much attention in the
studies.

3. Nature of Audit Expectation Gap

The Canadian Institute of Chartered Accountants (1988) developed an extensive audit
expectation gap model, which is shown in Figure 1 below. The model breaks down the
individual components of the expectation gap into three categories: unreasonable
expectation, deficient performance, and deficient standard.

The reasonableness gap, as defined by the Canadian Institute of Chartered
Accountants, is the discrepancy between what society expects of auditors and what can be
fairly expected of them. Such a gap, according to Salehi (2011), is primarily brought on by
user misunderstanding, user expectations that are unrealistic, ignorant users, user
miscommunication, user interpretation, and users who are unaware of the constraints of audit
practice. The Canadian Institute goes on to describe the defective standards gap as the
difference between the obligations placed on auditors by legislation and professional
standards and the obligations that can be reasonably anticipated of them. According to
Kinney (1993), one of the reasons for the audit expectation gap is the discrepancy between
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what users may want and what professional standards give. The third gap was created and
examined. Studies have demonstrated that the expectation gap is caused by a wide variety
of factors, some of which, according to Salehi (2011), are as follows:

1. The auditing process's probabilistic nature;

2.  Non-auditors' inexperience, obliviousness, misperception, and unrealistic
expectations of the audit function;

3. The assessment of audit performance based on facts or data that the auditor
did not have at the time the audit was concluded;

4. The duties for audits have evolved over time, which causes delays in
responding to shifting expectations;

5. Corporate crises that result in higher standards of accountability;

6. The profession is making an effort to influence the course and result of the
expectation debate in order to preserve the status quo. (Shaikh & Talha,
2003).

Components of the audit expectations gap
The model analyses the individual components of the gap into unreasonable expectation, deficit performance and deficit standard
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Fig 1: Audit Expectation Gap Model

These elements of the audit expectation gap that Salehi, Kimney, the Canadian Institute of
Chartered Accountants, and other studies have discovered are combined and made simpler in
this study. However, the performance difference and reasonableness gap are the main topics of
this study. This report does not go into great detail about the standards disparity. The study has
highlighted a number of important elements that may be considered in addressing both
reasonableness and performance audit expectation gaps.

3.1 Bridging Audit Expectation Gap

According to several studies, audit lacks established methodology, therefore using decision aids
for auditors more frequently may help to bridge the expectation gap and, ideally, lessen auditors'
legal culpability. Adopting a more organized operating procedure could affect the caliber of audits
completed (Koh & Woo, 1998). Purvis (1987) investigated the efficacy of auditors utilizing
structured and semi-structured data collection techniques and came to the conclusion that
imposing structure can have both functional and dysfunctional elements. The legal effects of the
expanding use of structured audit procedures and audit decision aids in the audit environment
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were empirically evaluated by Jennings et al. in 1993. His research revealed that decision aids
are employed by auditors as a replacement for their standards.

The contrast between what the general public and users of financial statements believe auditors
are accountable for and what the auditors themselves believe their obligations are is referred to
in this study as the "audit expectation gap." The audit expectation gap (i.e., both performance gap
and reasonableness gap) is impacted and/or produced by the following elements. By focusing on
these factors, the audit expectation gap might be addressed.

a) Auditor efforts - The auditor's apathy, self-interest, etc., may cause auditors to
perform below expectations, failing to live up to user expectations. To detect
fraud, auditors must put in a lot of effort and have patience and self-control. Since
fraud detection and prevention are not the auditor's major responsibilities, they
may not put forth as much effort to fulfil these duties. After all, they might not have
the time or money needed to complete the intricate procedures necessary to
uncover frauds.

b) Auditor skills - The auditor can be ready to put in a lot of effort, but they lack the
necessary expertise to detect fraud, therefore failing to live up to the user's
expectations. A high level of interrogation and research abilities are necessary
for fraud detection. It necessitates that auditor pay close attention to even the
smallest details. Since forensic audits in particular necessitate highly skilled
people, most standard audit staff may lack these skills and hence be unable to
uncover frauds as expected by the general public, especially the users of
accounting information.

c) Audit methodologies — the audit methodologies available are not structured. In
practice the auditors have the freedom to choose the methods they will use. This
may lead to mismatch between the audit work and the users expectations. Audit
has generally been dynamic in nature, if a lot of structure is imposed on the audit
methodologies, it may have a negative effect on the quality of audit work but on
the other hand it may create uniformity in audit work. With structured
methodologies, the users of financial information may gain some certainty about
what to expect from the audit. There is therefore a perceived relationship between
structured audit methodologies and audit expectation gap.

d) Audit independence — auditors are supposed to carry their work without undue
influence from the management or employees of the organization. When audit
independence is lacking the - The present audit approaches lack structure. In
actuality, the auditors are free to select the techniques they will employ. This
could result in a discrepancy between the audit work and the expectations of the
users. A lot of structure put on audit procedures may have a negative impact on
the quality of the audit work, but it may also lead to uniformity in the audit work
because audits have historically been dynamic in character. Users of financial
information may have more assurance about what to anticipate from the audit if
methodologies are organized. Therefore, it is believed that the audit expectation
gap and structured audit procedures are related. auditor may fail to meet user’s
expectations. Independent auditors are in a position to interrogate management
and hence give a balanced opinion on the accounting records prepared by the
organization.

e) Society knowledge - Some users lack the necessary understanding of the
auditor's responsibilities, particularly about the parameters that the audit should
adhere to. Poor communication between auditors and information users may be
the root of this. The audit expectation gap has been ascribed by many scholars
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to a discrepancy between public and auditor knowledge of the actual function of
the auditor.

f) Audit scope — According to some experts, the audit scope is limited, which may
prevent it from fully meeting the needs of the user. The audit expectation gap, it
is believed, would be greatly narrowed if the existing audit scope were expanded
to include fraud detection. If so, we can claim that the audit scope influences the
audit expectation gap.

g) User’s needs — Users of financial information may have high expectations that
the auditor may not be able to meet. It may be challenging for the auditor to meet
all of the needs of the variety of information users because they all have different
needs. Users' goals and the extent to which they will rely on the accounting data
as it is provided in the financial statements are determined by their needs. As a
result, they end up anticipating more than what the auditor is legally required to
deliver, leading to the establishment of an audit expectation gap.

3.2 Technology's Role in Audit Expectation Gap

In the recent past, auditing procedures started making advantage of new technologies. The term
"computer assisted audit tools and techniques" (CAATTS) refers to the new technology being
used in auditing operations. These have developed to make it easier for auditors to check for
errors in data files and to complete more studies with more evidence and less risk in a shorter
amount of time. The auditor can filter, define, and generate equations using CAATTSs, as well as
find gaps, conduct statistical analyses, locate peer records, and categorize, sort, summarize,
merge, and match data. The affected parties may view the results with skepticism because the
auditor arrived at them by examining the sample used in the audit activities (Aksoy & Gurol,
2021). A study by Lim, (2021) observed that major external auditor's perception of emerging
technology affects the use for fraud detection in audit testing. Therefore, using CAATs expedites
and improves the accuracy of the audit process, which can help in narrowing the performance
audit expectation gap.

Recently, blockchain technology has been used in a wide range of non-financial activities and is
generating a lot of interest across many industries. The accounting, control, and auditing
processes "Blockchain" are impacted by this technology. Technology utilization is starting to
expand outside of banking and finance to other industries of application (Kamau & llamoya,
2021). Blockchain and data analytics, two emerging technologies, will help the auditors in these
audit processes in a variety of ways. The auditors who possess IT-related abilities will remain
competitive in the audit profession, which is evolving into a technical and data-driven profession
(Sastry, Lee, & Teoh, 2021). The auditors process enormous volumes of data fast and effectively
with the use of blockchain and data analytics technologies. This helps close the audit expectation
gap by focusing more on the expectations of the stakeholders and saving time.

Technology, organizational structure, and environmental factors all have statistically significant
effects on how appropriate and sufficient the evidence is. Additional ways to advance
technological advancements in audit firms include better connectivity, applications software that
would allow obtaining audit evidence in real time rather than relying on manual historical data,
use of drones and the General Packet Radio Service (GPRS) for physical project verification,
and more (Kimunguyi, 2020). The quality of audit reports is improved by real-time data gathering
supported by specific data on audit objects. By increasing stakeholders' trust in the audit process,
quality audit reports help to close the gap in audit expectations.
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4. Conclusion

The primary responsibility of the auditor is to provide objective assurance regarding the
representation of an accurate and fair perspective of the financial situation of the organization in
the books of accounts and the resulting financial statements. In other words, the auditors must
attest to the shareholders and other users of accounting information that there are no major
omissions from the financial statements presented by management. The audit expectation gap
is a result of the public's high expectations for auditors relative to their real functions, especially
among users of accounting information. The contrast between what the general public and users
of financial statements assume auditors are accountable for and what auditors actually believe
their obligations are is known as the expectation gap.

This study came to the conclusion that there are numerous strategies to address the two key
elements—performance expectation gap and reasonableness expectation gap—that have been
identified by numerous academics. Improved audit efforts and fraud-detection abilities are two
elements that could be used to close the performance expectation gap. The discrepancy
between the public's expectations and the auditor's actual performance is known as the
performance expectation gap. Some of the elements that may be used to address the
reasonableness expectation gap include public knowledge and user needs. Reasonableness
gap is a component of audit expectation gap that is expressed as the difference between what
the society expects auditors to achieve and what they can reasonably expect to accomplish. In
attempt to close the audit expectation gap, structured audit procedures, auditor independence,
and audit scope are all helpful. Technology is essential for addressing the performance gap as
well as the reasonableness gap. The framework of criteria that could be used to bridge the
expectations gap in audit is shown in Fig. 2 below.
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Fig 2: Framework for Bridging Audit Expectation Gap
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