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Performance Expectation Gap and Audit Quality: Based on the Empirical

Data of Chinese A-share Listed Companies

LEI Qianhua, QIAO Wei
(School of Business Administration, South China University of Technology, Guangzhou 510641, China )

Abstract: Using Chinese A-share listed companies from 2010 to 2022 as samples, this paper empirically shows that the perform-
ance expectation gap significantly reduces audit quality, and a series of robustness tests do not change the conclusion. Mechanism
analysis shows that the performance expectation gap increases the risk of fraud, thus reducing audit quality. Heterogeneity analy-
ses show that auditors with higher levels of independence and industry expertise are conducive to improving audit quality. Further-
more, the “Big Four” audits before COVID-19 better play their external governance role, and the performance expectation gap
has a significant positive impact on the persistence of low-quality audits. The findings expand the audit consequences of perform-
ance expectations gap and provide empirical evidence on how to promote the high-quality development of firms and the capital
market.

Key Words: performance expectation gap; audit quality; independence; expertise competence ; financial fraud risk; external gov-

ernance
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