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Macro-economic Cognition of Executives and Audit Fees
XIONG Lingyun®, PENG Linxin*, YANG Lijuan™
(a. School of Accounting; b. Postdoctoral Mobile Station of Applied Economics, Jiangxi University of Finance and Economics,

Nanchang 330013, China)

Abstract ;. Executive macroeconomic cognition is an important channel through which macroeconomic policies are transmitted to microenterpris-
es. Executive macroeconomic cognition is at the center of all types of executive cognition, and its impact on stakeholder decision-making de-
serves attention. Based on this, this paper explores the impact of executive macroeconomic cognition on audit fees from the perspective of audi-
tor decision-making. It is found that executive macroeconomic perceptions can reduce audit fees, i. e., auditors effectively identify the informa-
tion value of executive macroeconomic perceptions and reflect it in audit pricing decisions. Based on audit cost theory, although executive mac-
roeconomic perceptions cannot reduce the length of audit work, they can reduce audit fees by mitigating the firm’s inherent and control risks
and reducing audit risk. Heterogeneity analyses show that the role of executive macroeconomic cognition in reducing audit fees is more pro-
nounced in firms with lower auditor busyness, lower business efficiency, poorer firm growth, and higher macro and micro environmental uncer-
tainty. In addition, executive macroeconomic cognition improves audit quality while reducing audit fees. The findings of this paper not only
expand the spillover effects of executive macroeconomic cognition, but also provide useful lessons for enhancing firms’ awareness of macro-
economic risks, improving the quality and efficiency of audit decision-making, and improving investors’ decision-making performance.

Key Words: macro-economic cognition of executives; audit fees; inherent risks; control risks; audit quality; corporate governance; audit

risks; audit opinion
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