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ABSTRACT: The rise in public expectations in Nigeria especially with the series of financial failures that occurred during the recessionary years of late 
1980‟s and 1990‟s when banks were certified as being profitable and within a year or two recorded sudden collapse. Members of the public queried the 
role auditors played when these banks where presenting healthy financial statements when they were in serious liquidity and profitability crises. These 
questions arose as a result of the wrong perception of the main audit objective by the public. These leads to auditors being very cautious about 
accepting absolute reporting responsibilities while the users of account statements on the otherhand become afraid of information risk. This study 
revealed and identified that there has been an existing gap between the assurances auditors provide on management-complied financial information and 
the expectations of investor and other financial statement users. Recent efforts to close the expectation gap have focused on influencing public opinion 
on the role auditors should play and changing professional standards to ensure an audit designed to provide reasonable assurance so that material 
errors, irregularities and misstatement in financial statements will be detected and not absolute assurance as desired by the investors. Investors views 
should serve as a reminder to the profession and individual auditors that professional audit standard of absolute do not dictate public opinion. 
 
Keywords : Accounting;  Auditing; Expectation gap; Financial statement; Investors; Misstatement 
 

1    INTRODUCTION 
The frequency with which the credibility of external auditors is 
being called into question in many countries around the world 
is quite shocking. This is evidenced by widespread criticisms 
and litigations directed against auditors. [1], reported that in 
the recent past, the world has experienced a rise in corporate 
failures, financial scandals and audit failures.  Investors and 
financial statement users long have agreed on the usefulness 
of the audit of financial reporting but over the years auditors 
have been expected to provide assurance in varying degrees 
and for different purposes. There has been difference in the 
perception especially regarding assurances provided between 
users and auditors; this is termed expectation gap. This has 
stimulated firm debate among the accounting profession regu-
lators and the public about the audit expectations gap. This is 
because the accounting information users often ask the stand 
point of auditor when the scandals were taking place. Some 
accounting information users therefore seem to partly blame 
the auditors for corporate failures. The phrase “Audit Expecta-
tion Gap” was first made known into literature over twenty 
years ago (see [2]). He defined audit expectation gap as the 
difference between the levels of expected performance as en-
visioned by independent accountants and users of financial 
statements. [3],. set out the extent of the audit expectation gap 
problem as follows: the public appears to require – 

(a) A burgular alarm system (protection against fraud) 
(b) A radio station (early warning of futue insovelncy) 
(c) A safety net (general re-assurance of financial well 

being) 
(d) An independent auditor (safeguards for auditor inde-

pendece) 
 
Expectation gap can be defined as the gap between the audi-
tor‟s actual standard of performance and the various public 
expectations of required standard of performance (as opposed 
to their required standard of performance). According to [4], 
expectation gap is the difference between what the public as 
well as financial statement users believe auditors are respon-
sible for and what auditors actually believe their responsibili-
ties are. Independent audit of financial statements has long 
been associated with the role of assurance, from which the 

credibility of information presented by the management is, to a 
certain extent, guaranteed. This distinctive role of audit how-
ever, has led to varying perceptions over the level of assur-
ance that may be expected from auditors [5]. Majority of the 
public expect that auditors should accept prime responsibilities 
for the financial statement and certification of financial state-
ments. A clean opinion guarantess the accuracy of financial 
statements while auditors‟ performing a 100% check on the 
financial statement. The public argue that auditors should give 
early warning about the possibility of business failure and 
fraud detection.  These public expectations of auditors which 
go superior to the actual standard of performance by auditors 
led to the term expectation gap.  Auditing profession in the 
early years (from 1850 to early 1900) engaged in providing 
almost absolute assurance against fraud and intentional mis-
management. But as corporate America grew and the auditing 
profession developed, the early 1900 witnessed a drift from 
verifying all transactions and amounts for purposes of fraud 
detection to determining fairness in financial statement report-
ing, that is from “true and correct” to “true and fair” reporting 
([6]; [7]). This drift was a response to the burgeoning volume of 
business activity (making fraud detection less feasible) and the 
appearance and increased importance of a new business 
player, the shareholders. [7], explained that the primary objec-
tive of an audit in the pre-1920‟s phase was to uncover fraud. 
This objective however varied by the 1930‟s, whereby the pri-
mary objective of an audit changed to verification of accounts. 
This was perhaps due to the increase in size and volume of 
companies‟ transactions which in turn made it difficult for audi-
tors to examine all transactions. As a result, the auditing pro-
fession began to assert that the responsibilities of fraud detec-
tion rested with the management. Further, management 
should also implement appropriate internal control systems to 
avert fraud in their companies. Most of the users of accounting 
information may not have adjusted to the changed role of the 
auditors, hence the existence of an audit expectation gap. The 
audit expectation gap has two components, the first one being 
the difference between what the society expects auditors to 
achieve and what they can reasonably expect to accomplish, 
known as the “reasonableness gap''; and the second one be-
ing the difference between the responsibilities society reason-
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ably expects of auditors and auditors' actual performance, 
known as the “performance gap'' [8]. Current practices in the 
profession still uphold primary audit focus on financial state-
ment reasonableness. Current audit standard also reflects the 
material misstatement focus and increasingly have relied on 
the concept of reasonable assurance in depicting the level of 
reliance to be placed on audited information.  According to the 
auditing profession, the fact is that- (a) management is soley 
responsible for the financial statement which they prepared; 
(b) an audit is no guarantee of solvency or financial perfor-
mance; (c) audit only provides reasonable assurance that fi-
nancial statements are free of material misstatement and not 
absolute assurance against fraud and international misma-
nagement; (d) auditors are only required to test slected trans-
actions; (e) although auditors plan and conduct an audit en-
gagement with an attitude of professional scepticism recogniz-
ing that circumstances such as fraud may exist which can 
cause the financial statements to be materially misstated, an 
audit does not gurantee that fraud will be detected. However, 
the professional standards not withstanding an important 
question for the profession is what assurance does the public 
currently expect auditors to provide as a profession? The pro-
fession must continually assess public reaction to their stated 
role in financial reporting as well as determine the public‟s per-
ception of the level of assurances believed or desired to be 
provided by auditors. Investors seek very high levels of finan-
cial statement assurance. The litigious environment in which 
the profession operates mandates that auditors, individually 
and as a profession, monitor public opinion and attitudes to-
ward the level of services and assurance provided. Hence, 
auditors should not only be interested in but also be aware of 
shareholders perceptions. The Canadian Institute of Chartered 
Accountants established the MacDonald to study public expec-
tation of audits. The final report presented in 1988 revealed 
that the public is largely ignorant of the extent of the responsi-
bilities entrusted to auditors and that some of the most know-
ledgeable segments of the public feel that their expectations 
are not being fulfilled. [9] explained that difference of percep-
tion about auditors is caused by various factors, such as insti-
tutional and cultural factors that affect user expectations of the 
auditor; unnecessarily complex information in audit reports 
which make them less understandable; a lack of understand-
ing about the audit process, and, audit reports are only used 
as a symbol rather than to be understood. Furthermore, [9] 
highlighted the existence of this gap, which can lead to the 
decision-making errors.  There is a widespread recognition 
within the profession of the existence of a significant audit ex-
pectation gap which is the difference between (a) what the 
public and other financial statement users perceive auditors‟ 
responsibilities to be and (b) what the auditors believe their 
responsibilities entails.  [10], explained that audit expectation 
gap is the gap between the role of an auditor as understood by 
the auditor and the users of financial statements. It is a gap 
between what the auditor is doing and what the society ex-
pects him to do creating the impression that the statutory ob-
jective of audit is not meeting the social needs of the popu-
lace. The functions performed by the accounting profession 
are vital to the growth and stability of the financial market, 
whether at the global level or at the local level. Speaking on 
the role of accounting educators on bridging the audit expecta-
tion gap, [11] explained that accounting educators are ex-
pected to play an important role in reducing audit expectation 
gap by improving the understanding of audited financial state-

ment from  prospective users of information, suggested by the 
existence of a special certification that the profession can be 
responsible for the accounting educators in the field of auditing 
education as well as the education and training of adequate 
management, especially for users of audit reports, employee / 
loan officer and credit analyst, and certify an understanding of 
audit reports carried out continuously. It is in the interest of 
both the public at large and the auditing profession to take 
urgent and effective action to address the existing gap. The 
audit expectation gap needs to be addressed from a number 
of perspectives in order to eliminate deficient performance by 
auditors, widen the scope to encompass reasonable expecta-
tions and reduce expectations where they are deemed to be 
unreasonable.  However, it is not the intention of this paper to 
form judgement on the adequacy of the existing audit regula-
tions or on the culpability of the profession for failure to widen 
the scope of the audit and thereby encompass to a greater 
extent the expectation of the users. This paper thus, recogniz-
es that the only permanent thing is “change”. The principal 
agent of change in this regards are the public on the one hand 
and the Accounting Profession on the other. However, the ob-
servation that the gap which has plagued the accounting pro-
fession almost from inception and the failure of the profession 
to widen the scope of the audit and thereby encompass to a 
greater extent, the expectation of users. How then would the 
users of financial statement be sure that what they are relying 
on is not misleading as what might not be material to the audi-
tors might be material to the user of the financial statement? 
Should the accounting profession fold hands and watch the 
public confidence in them erode ungracefully? Shouldn‟t 
something be done about these incessant business failures 
which are as a result of the misleading financial statement 
arising from management fraud? The trillion Naria question is: 
how much of these irregular financial trancations could have 
been avoided or palliated by carefully articulated and profes-
sionally executed control schemes of an accounting, auditing 
and investigative nature? In the twilight of the 20

th
 century, 

fraud was described as “the crime of the future “.  That future 
is already here with us and one thing is certain though the tra-
ditional policeman and the traditional dyed-in-the-wool accoun-
tant have been inadequate in the handling of this new face of 
crime in the land.  [12], noted that there is need to educate the 
society in general in order for them to form a reasonable ex-
pectation of the auditors‟ duties and responsibilities. According 
to [13], the auditors are required to carry out their work with a 
certain level of professional scepticism. He further explains 
that expectation gap which can be referred as the performance 
gap is motivated by two variables which are: the auditor‟s abili-
ty to detect fraud where an auditor might use a variety of tech-
niques, but lack the experience to effectively uncover red flags 
and the auditor‟s efforts to detect fraud where the auditor may 
possess the skills to detect fraud, but might choose to take 
shortcuts or disregard obvious signs of potential fraud. [14], 
explained that it has been suggested that given the rapid 
changes occurring in the business environment and the in-
creasing sophistication of the average consumer of financial 
services, that the subsisting audit performance has proven 
inadequate. It is also argued that the rise of consumerism de-
mands that audit procedures be reviewed to make it more res-
ponsive to the needs of the multiplicity of users of financial 
statements. This has to do with audit objectivity and effective-
ness. It has also been suggested that auditors can no longer 
hide behind professional excuses to cover their inefficiencies. 
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Accounting is without doubt a business language and any lan-
guage that fails to grow with its people inevitably loses relev-
ance. The business world and its systems are very unique and 
dynamic and for accountancy to fit into the system, it must 
change with the changing world. This study seeks to excite 
players in the Accounting profession to arise to the challenges 
of our time in order to remain relevant in the present genera-
tion.  
 
 

2 AUDITING DEFINED 

An audit is a careful and unbiased examination of an inquiry 
into any statement of account relating to money worth, the 
underlying documents and the physical assets where possible 
and all other available evidence as will enable the auditor to 
form an opinion thereon and to report accordingly. [14], de-
fined auditing as the systematic process of objectively obtain-
ing and evaluating evidence regarding assertions about eco-
nomic actions and events to ascertain the degree of corres-
pondence between those assertions established and estab-
lished criteria and communicating the results to interested us-
ers. [16], argued that auditing is a profession that plays vital 
roles in fostering public integrity, transforming the economy of 
a nation thereby ensuring sustainable economic growth and 
development. However, for such role to be effectively and effi-
ciently played by auditors, they must be given free hands to 
operate, so that opinions can be expressed with objectivity 
and independence. They suggested compulsory rotation of 
audit firm as a way of improving the quality of audit practice, 
stressing the need for establishing the maximum number of 
years for statutory auditors to avoid prolonged audit tenure. 
However, minimum years can also be encouraged to discou-
rage intimidation. Also, they suggested that constant training 
and professional education on the subject of independence 
should be promoted. [17], explained that there are three audit 
types: (a) The Court Model which involves a collegiate court of 
auditors or tribunals of accountants with quasi-judicial powers 
in administrative matters Examples are found in France, Italy, 
Spain, Portugal, Brazil or El Salvador; (b) The Board Model 
which involves a collegiate decision making agency but with-
out jurisdictional authority as in Germany, Netherlands, Swe-
den, Argentina, or Nicaragua; and (c)  The Mono-cratic Model 
which involves a uninominal audit agency headed by a single 
auditor-general often acting as an auxiliary institution to the 
legislature, as in US, UK, Canada, Chile, Colombia, Mexico, 
Peru and Nigeria. [14] stated the following to be incidental ob-
jectives of an audit; 

(a) The detection of errors and fraud through the moral 
effect of regular audit visits upon the conduct of the 
client staff. Each time an auditor used the term “true 
and fair view” in his report, he is saying; (review num-
bering 

(b) As to his examination, that independence is unques-
tionable; no limitation has reduced the scope of his 
audit below the level considered minimal, all records 
required by him were made available to and utilized 
by him, and he had exercised every professional care 
and skill throughout his examination. 

(c) As to the client‟s internal control and accounting me-
thods, that they are adequate, accounting principles 
and procedures have been found acceptable, ac-
counting policies and their application have been con-

sistent, and the books of account have been brought 
into agreement with the financial statements; 

(d)  As to the financial statements and appended notes 
that proper terminology had been employed, the 
statements are comparable in form and content with 
those of similar organizations, all major post-balance 
sheet events and unusual large-scale transactions are 
disclosed, no misstatement or misrepresentation is re-
flected in the statement, all facts and conditions are 
included without which the statement might be inter-
preted as misleading, and any material departure from 
accepted accounting principles is identified in the au-
ditor‟s report. 

(e) As to statutory requirement, that the financial state-
ments conform to the requirements of all existing sta-
tutes and regulations, and all disclosures required by 
law are made. 

 
In addition, [17], defined internal auditing as an independent, 
objective assurance and consulting activity designed to add 
value and improve an organization‟s operations. It helps an 
organization accomplish its objectives by bringing a systemat-
ic, disciplined approach to evaluate and improve the effective-
ness of risk management, control, and governance processes. 
Study by [18], revealed that the audit function is crucial in pro-
viding users with assurance about the information provided by 
management in the financial statements and users expect this 
information to be free from management bias and correct, true 
and fair with respect to the enterprise resource. The audit ex-
pectation gap is associated with the independent audit func-
tion. Some of the causes of an audit expectation gap may be 
traced to audit objectives, auditor‟s obligation to detect and 
report fraud, auditor independence, and the third party liability 
of auditors, quality of profession‟s performance, its objectives 
and results and that which the society expects. The Account-
ing profession should seek to reduce the number of years an 
auditor can provide auditing services to a client. This is be-
cause the independence of an auditor is threatened when en-
gaged in providing audit services for a long time. Users of au-
dited financial statements are encouraged to seek professional 
advice before investing in a company. This will further assure 
them of the safety of their investments than merely interpreting 
that an unqualified audit report is a clean bill of health of the 
company. Auditors are encouraged to exercise due diligence 
and care in handling the accounts of companies. This is be-
cause failure to do so may abruptly end the business and in-
crease the blame on the accounting profession. [19], con-
curred with the argument that the primary objective of audit is 
to provide a report by the auditors of their opinions of the truth 
and fairness of financial statements so that any person reading 
and using them can have belief in them. They added that other 
secondary objectives of audit arisen from the performance of 
the primary objective include disclosure of weaknesses in the 
accounting system, detection and prevention of errors and 
frauds. Meanwhile, in order to achieve these objectives, audi-
tors must possess the following qualities: independence, com-
petence and integrity. [20], explained that the major reason 
behind the audit practice is to enable auditors express profes-
sional opinion as to whether the financial statements pre-
sented, portray a true and fair view. The purpose of an audit is 
to ensure that the financial records on which the auditor is re-
porting shows a true and fair view and are not misleading. The 
general public however seems to have a high expectation that 
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the auditor will detect or prevent all frauds, this implies that 
financial information users expect and believe that auditors 
should assume a responsibility past examining and attesting to 
the fairness of financial statements and shoulder a direct re-
sponsibility to protect the interest of the audit beneficiary 
through detecting and reporting frauds as irregularities.  
 

2.1 Who then is an Auditor? 
An auditor is one whose duty is to conscientiously and objec-
tively examine and inquire into any statement of accounts and 
other documents and the physical assets where possible in 
order to ascertain or form an opinion as to: 

(a) Whether the accounting records have been properly 
kept and whether they present a true and complete 
record of all the financial transactions of the organiza-
tion during the period. 

(b) Whether the statement of account presents a true and 
fair view of whatever it purports to represent and to 
report therein. 

The primary objective of audit can be derived from the defini-
tion of audit which is to examine all available and relevant evi-
dence that relate to a financial statement with the intent of re-
porting whether in their opinion and to the best of their infor-
mation and according to the explanation given to them, the 
account gives the information statutorily required in the man-
ner so required and gives a true and fair view-  

1. In case of the balance sheet of the state of the com-
pany‟s affairs as at the end of its financial year end. 

2. In the case of the profit and loss account of the profit 
or loss for the financial year.  

 
[21], argued that auditors are required to carry out procedures 
to provide them with assurance that the going concern basis 
used in the preparation of the financial statements is appropri-
ate and there are adequate disclosures regarding that basis in 
the financial statements in order that they give a true and fair 
view. [22], noted that the key role of the auditor is to provide 
objective assurance as to whether the books of accounts and 
the resulting financial statements represent a true and fair view 
of the state of affairs of the organization. In other words, audi-
tors are expected to confirm to the shareholders and other 
users of accounting information that the financial statements 
presented by the management are free from any material 
misstatements. The Public and in particular, users of account-
ing information however have high expectations from auditors 
as compared to their actual role thus giving rise to audit expec-
tation gap. He defined expectation gap as the difference be-
tween what the public as well as financial statement users be-
lieve auditors are responsible for and what auditors actually 
believe their responsibilities are.  He concluded that audit ex-
pectation gap exists in Kenya where there is difference be-
tween the public expectation about the auditor‟s role and the 
actual performance by auditors. He stated that auditors‟ efforts 
as well as auditors‟ skills to detect fraud are some of the de-
terminants of performance expectation gap. He equally ob-
served that performance expectation gap is the difference be-
tween the public expectation about the auditor‟s performance 
and the actual performance. Public knowledge and users 
needs are some of the determinants of reasonableness expec-
tation gap. Reasonableness gap is a component of audit ex-
pectation gap that is expressed as the difference between 
what the society expects auditors to achieve and what they 
can reasonably expect to accomplish. [17], stated that the in-

ternal auditor must have a prioritized list of risks to address as 
part of his audit mission to support the organisation‟s gover-
nance. A risk-based integrated framework will allow an organi-
zation to identify, assess, address, and monitor the risks that 
could prevent it from achieving its objectives, with improved 
cost efficiency and maximized business value. It will enhance 
governance by providing management with consolidated, 
comprehensive, and detailed -but risk-centric - reporting and 
recommendations. The internal auditor must take a leadership 
role in assessing and managing risk, applying continuous 
quality initiatives, bench-marking and migrating best practices, 
and identifying opportunities. He must maximise value and aid 
the organisation‟s competitive advantage by managing busi-
ness and operational risks and identifying growth drivers. [17], 
concluded that good financial governance has its roots in the 
quality of the institutions that regulate tax, public financial 
management systems, audit processes, oversight functions of 
government and legislature, and the budget system. It is only 
as priority is assigned to various governance elements, and 
the appropriate framework put in place, will the vast resources 
of Nigeria be applied judiciously to the needs of the citizen.  
According to [23], the auditors also believed that they had a 
higher level of responsibility and accountability than what is 
attributed to them by users of accounting information and/or 
financial statement preparers. These auditors‟ beliefs were 
dependent on the type of report issued whereby negative as-
surance opinion for an audit could confuse users and hence 
not meet the demands of the market. A study by [24], revealed 
that Accounting Academics perceive Forensic Accounting 
techniques included in an audit as capable of increasing the 
ability of the Auditor to detect fraud and as a result aid in bridg-
ing the audit expectation gap in Nigeria. [25], in their study 
considered four categories for expanded disclosure by audi-
tors in their reports which are: audit; the quality of the financial 
statements; the quality of the financial reporting system; and 
sustainability of the business. [26], empirically assessed the 
legal effect of the increasing use of audit decision aids and 
structured audit approaches in the audit environment. Their 
findings revealed that decision aids are used as substitute 
standards of the auditors by jurists, this implies that jurists do 
accept and use audit decision aids as a method to increase or 
at least maintain auditing standards. According to [27], the role 
of accountants and auditors in Nigeria can be evaluated by the 
extent to which they fulfil their expected statutory duties and 
responsibilities as imposed on them by not only the statute 
and the professional bodies they belong, but also the expecta-
tions of the larger society consisting of public and private us-
ers of the financial information generated and attested to by 
the auditors. The role the profession and education has recog-
nized the expectation gap as an issue of fundamental impor-
tance. Study by [28], on the role of education on audit expecta-
tion gap revealed that audit education significantly reduces the 
expectation gap, therefore confirming that lack of proper know-
ledge among the company‟s stakeholders as the cause of au-
dit expectation gap generally. Their study however did not ex-
plore other causes of audit expectation gap other than the 
knowledge gap between auditors and stakeholders. [29], iden-
tified two components of the audit expectation gap as commu-
nication gap and performance gap. Communication gap has to 
do with what the auditors think is their role and what the mem-
bers of the public perceive should be the role of auditors. Per-
formance gap, on the other hand, occurs when public expecta-
tions are reasonable but the auditor‟s performance does not 
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fulfil them. This implies a short fall in the auditor‟s perfor-
mance. Speaking on the role of directors and management on 
the performance of auditors, [22],  explained that a climate 
where directors act with responsibility and with a spirit of 
openness and highest integrity when dealing with auditors 
may be one sure way of reducing the conflicts of interests be-
tween auditors and directors. The point has well been made 
that in this increasingly complex world it is impossible for the 
auditors to unearth problems if the management and board 
are intent on hiding them. Prescription of stiff penalties for 
boards that mislead their auditors may well serve as a deter-
rent for recalcitrant directors. [30], suggested that the provision 
of non-audit services among other issues caused the auditors 
not to produce a fair report. They therefore concluded that 
“auditor independence is a key element of the audit expecta-
tion gap” meaning that auditors who are independent help in 
reducing the audit expectation gap. Speaking on the attribution 
theory [31] profferred reasons why auditors are often blamed 
when an accounting fraud occurs. The attribution theory holds 
that, users of audit report (as an evaluator), become naïve 
scientists as they attempt to assign causation by observing 
traits of consistency, distinctiveness, and consensus. Accord-
ing to [32], the global financial meltdown was made possible 
because there was a failure on the part of gate keepers includ-
ing the auditors. This has brought the indisperable corporate 
accountant into disrepute, ridicule and a crisis hour for the ac-
countancy profession. Can this new face of crime be mitigated 
by a well articulated and professionally executed central 
scheme of an investigative, auditing and accounting nature? 
Of course, this led to the development of regulatory landscape 
for accountancy profession with new emphasis on forensic 
accounting.   Accounting procedure simply makes historic re-
porting or recording while auditing verifies and validates the 
fairness of such recording. The auditor by the scope of his 
work cannot pontificate with any level of finality that fraud has 
occurred or not. Forensic accounting combines strong auditing 
procedure with sophisticated investigative techniques in verify-
ing the accuracy and legitimacy of financial reporting. This 
drive towards a new type of “corporate cop” aimed at detecting 
and deterring occupational frauds and creative accounting 
practices demands a change in scope, emphasis, method and 
operational culture, if they are to contend with complex finan-
cial crime.  
 

3 AUDITING CONCEPT 

There are three concepts of auditing which include:  
(a) Independence 
(b) Materiality 
(c) Confidentiality 

 

3.1 Concept of Independence 
To maintain an independent mental attitude means to be free 
from the influence of clients or other interested parties that 
might attempt to exert pressure on the auditor to report in a 
manner which is to their advantage. Explaining some of the 
factors facing auditors‟ independence in Nigeria, [33] posited 
that the size of audit fee is a major explanatory factor for the 
ability of the auditor to resist the pressure of management, 
regardless of the provision of advisory services. In addition, 
the large size of audit fees is associated with a higher risk of 
losing the auditor‟s independence. In a situation where the 
size of audit fees forms a greater proportion of the total audit 
revenue, audit fees will be a threat to audit independence. For 

an auditor to be regarded as independent, it means he does 
not subordinate his professional judgement to that of his client 
or anyone else. The auditor is expected to be straight forward, 
honest and sincere in his approach towards his professional 
work. He must be fair and must not allow prejudice or bias 
override his objectivity. He must maintain an impartial attitude 
and appear to be free of any interest which might be regarded 
whatever its actual effect as being incompatible with integrity 
and objectivity. [18], explained the three types of auditor inde-
pendence which include programming, investigative and re-
porting independence. Programming independence has been 
described as the ability of an auditor to plan his or her audit 
work properly and obtain all necessary information during the 
carry out of an audit exercise based on the planned audit 
without undue influence either within or outside the organiza-
tion. He noted that reporting independence is the ability of an 
auditor to report fearlessly to shareholders without the man-
agement or any other outsider influencing the audit opinion. In 
addition, he stated that there should be no influence by the 
management or any third party in all the discussed types of 
auditor‟s independence.  [34], stated that opinions seem to 
suggest that Nigerian auditors may not be truly independent. 
He noted that most auditors in Nigeria are unable to distance 
themselves from overbearing board or management so as not 
to incur their wrath and put their appointment at risk. [35], ob-
served that the Nigerian auditor is not psychologically free 
since the distinction between shareholders and management 
has often become so blurred that the appointment, remunera-
tion and dismissal of auditors is effectively decided by man-
agement, who are the very people auditors may wish to critic-
ize in the course of their duties. [36], explained that findings in 
his study revealed that auditors agree that the techniques they 
use in modern audits are capable of detecting material fraud. If 
that is the case the endorsement of the suggestion that the 
auditor‟s legal responsibility should be widened to include de-
tection of material fraud will serve to legitimize what is already 
the reality in practice. He stated the need for government to 
create an enabling macroeconomic and socio political envi-
ronment that extols the virtues of integrity in all aspects of na-
tional life. This will have a positive impact on attempts at find-
ing solution to the audit expectation gap problem. An auditor 
cannot act with integrity and objectivity and maintain a profes-
sional attitude in the performance of his responsibilities if the 
element of independence is not in existence.  
 

3.2 Concept of Materiality 

A matter is judged material if knowledge of the matter is likely 
to influence the user of the financial statement. Material is any-
thing significant in relation to the prevailing circumstances of 
each company. One of the qualities of an auditor is to keep 
good sense of proportion with the primary objective to express 
an opinion on fair presentation of financial statement. It is quite 
rational to assume that the users of financial statement will not 
be influenced by trifles but can be influenced by something 
that is material. The auditor will have to make judgement deci-
sion on whether some events, items or group of items are ma-
terial or not. If he considers any item as material, he will insist 
on not only the disclosure of such item but also on the right 
disclosure and right representation. It is in the eye of an audi-
tor to decide on what is material and what is not material and it 
is expected of a competent auditor to know what material is 
and what is not,  considering the prevailing circumstance of 
each company. This is in line with the three concepts of disclo-
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sure recognized by [37] as (a) adequacy, (b) fairness, (c) full-
ness. 
 

3.3 Concept of Confidentiality 

The auditor is required to respect the confidentiality of the in-
formation he gathered in the course of his audit exercise. 
Since he stands in a position of trust with his client, he should 
not divulge any such information to a third party without specif-
ic authority from his client or unless there is a legal or profes-
sional duty to disclose.   
 

4 COMPONENTS OF THE EXPECTATION GAP 

[38], recognized two components of the expectation gap as (1) 
Requirement Gap, (2) Feasibility Gap. The requirement gap 
was further decomposed into (a) Performance Gap, (b) Stan-
dard Gap 
 

1. Requirement Gap  
The requirement was identified by [38] as the gap between 
auditor‟s actual standard of performance and the performance 
required of them by the current standards of society. The stan-
dard of performance set out both professional standards and 
statues, the later being subject to interpretation through courts 
of law is the required standard of performance.   
 

(a) Performance Gap 
This is the gap between the standard of performance 
set out by the professional standard and statues and 
how the auditors‟ are by themselves actually perform-
ing. 
 

(b) Standard Gap 
This is the gap between the society‟s requirement 
standard of performance on one hand and the stan-
dard of performance as determined by reference to 
professional standard and statute on the other hand. 
Society‟s required standard of performance is the 
standard of performance set out in the statutes pro-
fessional standards augmented by the decisions 
handed down in the court of law. 
 

2. Feasibility Gap 
The feasibility gap is the gap between society‟s re-
quired standard of performance and various public 
expectations (i.e. expected standard of performance). 

 

5 THE ROLE PLAYED BY THE ACCOUNTING 
PROFESSION IN BRIDGING THE GAP 
The accounting profession has recognized the expectation gap 
as an issue of fundamental relevance. It is in the best interest 
of both the public at large and the auditing profession that the 
expectation gap be narrowed as much practicable. In 1988, 
the American Institute of Certified Public Accountants (AICPA) 
committee and the Auditing Standard Board tried to reduce the 
expectation gap by issuing series of statement of accounting 
standard. Both the AICPA and General Accounting Office in 
1996 reported that expectation gap still exists and no emperi-
cal evidence was however offered to that effect.  Investors and 
other users of financial statement seek for absolute assurance 
but the auditing profession has relied on the concept of rea-
sonable assurance. Current auditing standards still reflect ma-
terial mismanagement focus or financial statement reasonable 
assurance. Even the Statement of Auditing Standards (SASs)  

No. 53 (the auditor‟s responsibility to detect and report errors 
and irregularities) which is one of the expectation gap SASs 
rely on the concept of reasonable assurance. The profession 
in further attempts to narrow the expectation gap issued new 
(SASs) statement of Auditing Standards, partly to address pub-
lic criticism of the auditing profession and partly to increase 
level of service to audit clients and the public.  SAS No. 53 
increases the auditors‟ responsibility to design an audit, to 
provide reasonable assurance that all material misstatements 
will be detected, former standards had required auditors to 
plan an audit to search for material errors and irregularities. 
The litigious environment in which the accounting profession 
operates calls for good monitoring of public opinion and atti-
tudes towards the level of services and assurance provided by 
the auditors individually and as a profession. Where investors 
expect and counts begin to uphold a standard of absolute as-
surance, audit liability inevitably will increase substantially. It is 
necessary therefore that from both societal and professional 
perspective that the profession should try to narrow the expec-
tation gap.  To achieve this both groups need to become active 
agents or players for positive change. 
 

6 CONCLUSIONS 

This study revealed and identified that there has been an ex-
isting gap between the assurances auditors provide on man-
agement-complied financial information and the expectations 
of investor and other financial statement users. Recent efforts 
to close the expectation gap have focused on influencing pub-
lic opinion on the role auditors should play and changing pro-
fessional standards to ensure an audit designed to provide 
reasonable assurance that material errors, irregularities and 
misstatement in financial statements will be detected and not 
absolute assurance as desired by the investors. Investors 
views should serve as a reminder to the profession and indi-
vidual auditors that professional audit standards of absolute do 
not dictate public opinion. Misconceptions and differences in 
expectations and more litigation will increase and persist un-
less the present issue of GAP is effectively and timely ad-
dressed. The call to keep educating the society for them to 
form a reasonable expectation of the auditors‟ responsibilities 
and task as advocated by [12] and other researchers should 
not be overlooked if this profession will remain relevant to our 
generation. The audit expectation gap needs to be addressed 
from a number of different perspectives in order to eliminate 
deficient performance by auditors‟, widen the scope to encom-
pass reasonable expectations and reduce expectations where 
they are deemed to be unreasonable. To move towards bridg-
ing the gap in the long term, the audit profession will have to 
expand services and undergo a fundamental change in atti-
tude from self-defense-self-preservation to meeting society‟s 
expectation. This orientation will mean an expansion of servic-
es including more work to detect fraud and more internal con-
trol audits and disclosure. It will also mean increasing scope of 
services provided and firm‟s revenue, increasing the quality 
and diversity of audits and decreasing liability exposure due to 
not meeting existing user demands. Fraud audit or forensic 
audit should be legislated just as financial audit is legislated or 
routine as part of the services package offered by auditor. Au-
ditors could offer a range of audit services including fraud audit 
with various levels of audit services including fraud audit with 
various levels of assurance. Investors could be offered an ar-
ray of applicable services and approximate cost at the share-
holders meeting where they can decide the level of assurance 
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that they are willing to pay for each year.  From the arguments 
raised in this study,  it was deduced that the gap may be nar-
rowed partly through increased public englightenment of what 
audit is, its nature and inherent limitations. This could be 
achieved at the shareholders meeting, professional and civic 
organisation.  
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