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The Reduction of Audit Fee Level and Its Impacts on the
Quality of Professonal Performance: An Empirical Study on
Audit Firmsin the Kingdom of Saudi Arabia

Eman H. Al-Shatri and Hussam A. Al-Angari

Department of Accounting
Faculty of Economics and Administration
King Abdulaziz University, Jeddah, Saudi Arabia

Abstract. Thisstudy aimsat exploring the impact of low level audit fees
on the quality of professional performance, as well as its impacts on
firms continuation, increase of competition in the audit market and
professional breaches. To achieve that, aquestionnaire has beendesigned
based on certain elements for each of the three hypotheses of the study.
These elements were derived from previous studies together with a
consideration of the nature and devel opment of the auditing professonin
the Kingdom of Saudi Arabia. The researchers have related most of the
analysis of the empirical data to the size of audit firms under research,
ranging from small, medium and large firms.

The results of the empirical study were contradictory to a large
extent. These resultsrevealed that although no major effectswere caused
by the reduction of audit fees onthe quality of professional performance,
such a reduction has generated other matters including, reducing the
willingness of being a professional withinthe audit industry, minimizing
the chances of attracting new qualified professionals and increasing the
severity of competition and professional misconduct and violations. The
study also revealed that there were more effects on smaler firms
compared with larger firms. These small firms were seen to be more
ready to accept the damages caused by the reduction of audit fees, and
thus being unable to maintain an accepted level of professiond
performance and avoid violation. The study concludes by providing a
number of recommendations, including the necessity of actuating the
expecting role of the quality review program in order to ensure
improvement in the quality of the performance of audit firms, the
necessity of imposing a minimum limit on audit fees along with a
controlling and regulatory roles played by the Saudi Organization for
Certified Public Accountants, the necessity of increasing public
awareness of the role and function of the auditing profession within
society, the necessity of encouraging accuracy in selecting and
comparing auditors as well as concentrating on quality and qudification
rather than onthe low fee factor, and encourage small firmsto mergein
suitable groups where they can consolidate their capahilities,
qualifications and experiencesin order to strengthentheir positioninthe
market, develop their professional methods and expand the scope of their
professional services.



