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Abstract

Purpose: The research purpose is to "Investigate the impact of the
participation of Egyptian accounting firms in strategic alliances on the audit
quality and audit risk reduction in Egypt.

Design/Methodology: The research depends on a sample of listed joint
stock companies in the Egyptian Stock Exchange during the yeazs 2018, 2019 and
2020 using content analysis method of the annual financia! reports, company's
website and/or information available with the Egyptian Stock Exchange website.
The research measured the impact of accounting firms strategic alliances on
improving the audit quality for a sample of listed joint stock companies in the
Egyptian Stock Exchange (EGX100) during the years 2018, 2019 and 2020, and
measured the impact of accounting firms strategic alliances on the audit risk
reduction of some of listed joint stock corupanies in the Egyptian Stock
Exchange (EGX100) during the years 2018, 2019 and 2020.

Value: This research contributes to the existing research in several ways,
first it contributes to filling the gap in the existing literature on the topic of
accounting firms strategic alliances by providing a comprehensive and
longitudinal study on actual cases in Egypt; such as KPMG Hazem Hassan and
EY Emst & Young in Egypt. Second this research enhances the understanding of
many factors regarding the advantages of the accounting firms strategic alliances
which are proved to be determinants to the professional performance quality in
Egypt by highlighting their effect on the overall audit quality. Finally, the
examination of one of the consequence of the accounting firms strategic alliances
on the audit risk reduction

Keywords: Strategic Alliances- Audit Quality- Audit Risk
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Introduction:

The expansion of globalization and development of interational trade and
finance have imposed new challenges for organizations to compete and survive.
Rapid changes in technology have placed organizations in closer contact with one
another and have also forced them to compete on an international level. And as the
International Accounting and Assurance Standards Board (IAASB) suggests that
to provide high quality audits, the auditors should be "sufficiently knowledgeable,
skilled, and experienced"™ Accordingly, prior research in international audit
markets concludes that Big-4 firms provide higher audit quality than smaller non-
Big 4 accounting firms, due to greater access to resources, greater technical skills,
and enhanced reputation risk. ®

Also, the increase in the use of strategic alliances has enabled public
accounting (CPA) firms to address some of the major challenges and issues that
direct their efforts to provide the product or service to clients that gives them a
competitive advantage in the marketplace. Strategic alliances are part of the total
quality management (TQM) strategy which focuses on the long-term success of
the organization. Specifically, they are formal arrangements between two or
more entities to gain access to much needed resources that each party may not
possess, to provide the product or service to clients that gives them a competitive
advantage, and to gain access to new distribution channels and sources of supply,
financing, expertise and intellectual property that exist in today's changing deal
environment. This is especially relevant with the rapid expansion of international
competition and globalization. ¥

Based on the principle of strategic utilization and support, companies
realized their need to have appropriate business strategies to expand their business,
increase profitability and support their competitiveness. Some of these strategies
include strengthening the company's position, acquiring other companies,
associating with other companies, strategic alliances and other strategies.

Strategic alliances, as a part of the overall quality management strategy,
focus on the long-term success of the organization, as they are formal agreements
between two or more organizations to provide the necessary resources that are
difficult for any single organization to provide individually, to provide a product
or a service to customers for achieving a competitive advantage. The idea of

(1) Basioudis, I. G., and J. R. Francis, "Big 4 audit fee premiums for national and office-level
industry leadership in the United Kingdom", Auditing: A Journal of Practice and Theory,
Vol.26, Iss.2, 2007, PP:143-166.

(2) Fang, J., J. Pittman, Y. Zhang, and Y. Zhao, "Auditor choice and its implications for group
affiliated firms", Contemporary Accounting Research, Vol. 34, Iss. 1, 2017, PP: 39-82.

(3) Huldah A. Ryan, Charles J. Cante, Robert G. Strittmatter, Vincent J. Calluzzo, and Caitlin
R. Maxwell, "Strategic Alliances in Public Accounting Firms", The Journal of Applied
Business Research, Vol.25, No.4, 2009, P.1..
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strategic alliances formation emerged from the scarcity of resources, the desire to
enter international markets, coping with GATT, the umbrella of the World Trade
Organization, exceeding the geographical and political boundaries between the
countries of the world, and the need to access and devel., he technology as the
strategic alliances can overcome the obstacle of the high cost of technology
transfer and development through technology transfer at lower costs, which help
to achieve a competitive advantage for companies.”

So, the accounting firms' strategic alliances can be formed as™:

1- International Accounting Networks:

It is the short-term relationship between two legally and economically-
independent firms to attain a competitive advantages over the other un-related
firms.

2- Strategic Alliances:

It represents the relationship between two or more than two firms with
accurately defining the alliances' goals and best usage of the comparative
advantages of each firm to improve their effectiveness.

So, participating in the accounting firms' strategic alliances ensures
applying the international standards, providing such firms with the latest
technology programs to attain the required professional performance quality, and
enhances the external auditor independence to improve the audit quality provided
by such related-firms.

The Research Problem:

After the various financial crises that occurred in the world and the financial
collapses in many countries; the Enron crisis, the WorldCom crisis, and finally the
global financial crisis, which resulted in the bankruptcy of many companies and
global banks, and the steady increase in the bankruptcy of many companies in all
countries of the world, the world began to claim the auditors and put a large part of
the responsibility by accusing them of not being able to perform their professional
duties in a manner consistent with the principles and standards of auditing and
adhering to the ethics and conduct of the profession, which led to destroying of the
auditing profession image and reputation in the world.

Therefore, attention must be paid to the required level of audit quality to
overcome these pressures, which is a necessary requirement for all parties of the
audit process (financial reports' users, accounting firms, professional
organizations, government agencies, and the audit clients). As the audit quality
importance stems from confirming the adherence to the auditing standards,
confirming compliance with the requirements of the profession, contributing to

V0=V £20m G Y VY cdelalall ala ¢ Ealie) Bl el Budadlll ¢ ilaan 3 eal /2 (£)
Slaadll (gun & Loaadlil) 163538 835 A Zaaball Sliesdal Tpdlinds | Slillash e ¢ beall licas alla (0)
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narrowing the expectations gap in auditing, enhancing the possibility of detecting
errors in the financial statements, a good competitive tool, reducing the business
risks of the audited company, and being one of the corporate governance
mechanisms. So, if the audit quality is sustained, the audit risk can be reduced as
there is a negative relationship between audit risk and the audit quality.

So, it was necessary to pay attention to the nature of the audit market and
its related dimensions. One of the most important of these dimensions is the
strategic alliances between accounting firms, through which a "voluntary contract
is made between a group of accounting firms, where each firm maintains its
independent personality, whether those working in the same field or in different
fields seek to achieve common strategic goals through the exchange of strengths
to support their competitive capabilities. i

It is possible that there will be a positive impact on the audit quality due to
the advantages of these strategic alliances; that related to the available training
programs and conferences offered by the international accounting firms, and
using the international alliance name as the benefits of the accounting firms
strategic alliances can be summarized as follow:

1- Adherence to the auditing standards application and the rules of
professional conduct, which reduces the failure possibility to complete the
audit process.

2- The technology and expertise provided by the international accounting
firms, beside using the quality control procedures to improve the auditors
professional performance.

3- Increasing the competition in the international audit market, where the
international accounting firms have reputation that attracts the most
important clients, and affects positively on the position of those clients in
the stock market.

Therefore, the most important dimensions of the research
problem can be summarized in the following questions:

1- What are the forms and problems of the accounting firms strategic
alliances?

2- What is the impact of the accounting firms strategic alliances on the audit
quality?

3- What is the impact of the accounting firms strategic alliances on the audit
risk reduction?

Yo U"‘Q)ﬂd&"‘&e)‘ ¢ paluall c"‘"‘ Aﬂ;('l)
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Preliminary Related Studies:

Some preliminary related studies with the research topic will be

discussed in

the followin

SR DLLUCG Y SRR ER 1y CHEERE 3
I-Kna% " The study aimed at[The study confirmed the positive
1991 specifying the impact of|relationship between the audit quality and
auditor characteristics on|the period of dealing with the same client.
the audit quality.

2-Huldah A.|[The study aimed at|The study confirmed that participation in
Ryan, et.|ensuring the importance of |strategic alliances enables accounting
AL 2009 ® |accounting firms' strategic|firms to pool their resources, increase

alliances, especially after|revenues, build a larger knowledge

SOX. support system, and compete with larger
firms both nationally and on a global
basis. That is in turn will improve the
audit quality.

3-Kenneth L.|The study clarified the|[The study confirmed that participation in
Bills, benefits of participating in|strategic alliances enables member firms to
Lauren M. |accounting networks or|conduct higher quality audits than non-
Dreher and (strategic  alliances, where[member firms. Clients are willing to pay a
Linda  A.|the related firms can|higher audit fee premium to engage
Myers, improve their experience|association member audit firms. Finally,
20149 through  the  provided|member firm audits are of similar quality to

conferences. Big 4 audits.

4- Yoshie The study clarified the|The study assured the negative market
Saito et. al,|failure  case of the|reactions is larger for Andersen’s failure
201479 ChuoAoyama's and|than for ChuoAoyama's. Also, it provides

compared the failure in this|a rational explanation for PwC's

case with the Andersen's|aggressive efforts to temper the negative

failure, impact of ChuoAoyama's failure on their
reputation.

O Knapp, C. Michael, "Factors That Audit Committee Members Use as Surrogates for Audit
Quality", A Journal of Practice and Theory, Vol.10, No.1, Spring, 1991, pp .35-52.
(8) Huldah A. Ryan, Charles J. Cante, Robert G. Strittmatter, Vincent J. Calluzzo, and Caitlin

R. Maxwell, "Strategic Alliances in Public Accounting Firms",

The Journal of Applied

Business Research, Vol.25, No.4, 2009, PP.1-8.
(9) Kenneth L. Bills, Lauran M. Dreher, and Linda A. Myers, "Associations, Networks, and
Alliances: Equipping Small Audit Firms with Big Resources”, Working Paper, January
2014, PP.1-56. Available at: http://papers.ssrn.com-abstract-id=2379678. Retrived at: 22

September 201

7

(10) Yoshie Saito and Fumiko Takeda, " Global Audit Firm Networks and Their Reputation
Risk", Journal of Accounting, Auditing & Finance, Vol.(29), Iss.(3), 2014, PP:203-237.
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Study | = StudyObjectives | ' SuidyResults 3
S-Kenneth L.|The study clarified the|The study confirmed that small accounting
Bills  and|relationship between |firm association members provide higher-
Lauren M. |participating in accounting quality audits and charge higher fees than
Clm'lill%l{? firms' strategic alliances|small accounting firms that are not members
m, 2015 and the audit fees. of an association.

6- Ashna The study discussed how to|The results confirmed that multi-firm group
Lata raise the audit quality|audits conducted by auditors from the same
Prasa&, through  participating  in|global accounting firm network were of
2016"% accounting networks. higher quality.

7- Yiheng  |The study discussed the|The results confirmed that the association
Guo, audit quality in  many|with the Big-4 achieve the following:
2016™ didf‘fmt wmm'f:i Cost savings, the ability to hire local talent

gis;ix:’tages A0C that provides high-quality services, and
antages of the Big<4, ; : : ;

and how they respond to the Expandllng international influence  on

cultural effects in improving| developing auditing standards to more

the audit quality. developing countries.

8- Kenneth L.
Bills et.al.
2017

The study clarifies the
impact of the accounting
firms' strategic alliances
on the audit quality and on
the audit fees.

The study found that the associated small
accounting firms were able to obtain the
required resources, support their market
share, achieve higher audit quality, which
reflect their competitive position, and require
higher fees than the non-associated small
accounting firms.

9- Jalil
Ibrahim
Salih and
HakeemFla
Xg)ih,2020

The study measured the
impact of the audit quality
on the audit risk reduction
in Irak.

The study concluded that the quality of the
audit has had an impact on reducing the
risk of the external audit profession.

(11) Kenneth L. Bills and Lauren M. Cunningham,
Associations, Networks, and Alliances can Impact

"How Small Audit Firm Membership in
Audit Quality and Audit Fees", American

Accounting Association, Vol.9, Iss.2, 2015, PP.29-35.
(12) Ashna Lata Prasad, " International Audit Quality and Global Audit Firm Networks",
Doctor of Philosophy Thesis, School of Accounting, The University of New South
Wales, January 2016.

(**) Yiheng Guo, " Audit Quality Control: Big Four Global Member Firms

and Audit Services ",

Honors Theses, Department of Accounting, University of Wyoming, 2016.
Available at: https:/repository.uwyo.edu/honors_theses_15-16/33/.

(14) Kenneth L. Bills, Christie Hayne, and Sarah E. Stein, "
Firm Membership in Associations and Networks: Impli

Paper, July 2017, PP. 1-74.
Available at: http://ssrn.com/abstract=2884301. Retrived at: 22 September 2017.

(15) Jalil Ibrahim Salih and Hakeem Hammood Flayyih, "Impact of Audit
External Audit Profession Risks", International Journal of Innova

A Field Study on Small Accounting
cations for Audit Quality", Working

Quality in Reducing
tion, Creativity and

Change, Volume 13, Issue 7, 2020, PP: 176:199.
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The Research Gap:

Thus, the research

Previous Studies

Participating in
accounting firms strategic
alliances improve the
adherence to the
international standards.
Big-4 and Non-Bigd4
accounting firms provide
many advantages such as
the modern and
sophisticated  programs
and technology.

There is a positive impact
of participation in the
accounting finns strategic
alliances oL the
professional performance
quality.

The accounting firm size
and reputation have a
positive relationship with
the audit quality.

gap can be clarified in the following way:

Research Gap

* There is a scarcity in
the Egyptian studies
that dealt with the
accounting firms
strategic alliances.

* The previous studies
did not address the
impact of strategic
alliances on
improving the audit
quality.

* The previous studies
did not address the
impact of alliances
on the audit risk
reduction

The Current Study

The study shall examine
the accounting firms
strategic alliances in the
Egyptian business
environment.

The study shall examine
the impact of
participation in strategic
on improving the audit
quality alliances in the
Egyptian business
environment.

The study shall examine
the impact of
participation in strategic
on the audit risk
reduction alliances in the
Egyptian business
environment.

J

Research Objective:

The main objective of the research is to "Investigate the impact of the
participation of Egyptian accounting firms in strategic alliances on the audit
quality and audit risk reduction in Egypt", which can be sub-divided into two
sub-objectives as follow:

1- Identifying and clarifying the forms of the accounting firms strategic
alliances.
2- Identifying the impact of the accounting firms strategic alliances on the
audit quality.
3- Identifying the impact of the accounting firms strategic alliances on the
audit risk reduction.
Research Hypotheses:

Based on the research objectives, the research hypotheses can be
formulated as follow:

1- The first main hypothesis is: There is a significant relationship

between the accounting firms strategic alliances and tue audit quality.
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2- The second main hypothesis is: There is a significant relationship
between the accounting firms strategic alliances and the audit risk
reduction.

Research Limits:
1- The research will not involve the internal audit.

Research Structure

Introduction

Chapter 1: Nature, Forms, and Problems of the Strategic Alliances and their
Impact on the Audit Profession in Egypt

Chapter 2: The Impact of Accounting Firms Strategic Alliances on the Audit
Quality

Chapter3: The Impact of Accounting Firms Strategic Alliances on the Audit Risk

Chapter4: The Applied Study

Section One

With the continuous technology development, and the increment of the
technical consultations services required by companies, it was necessary to
expand the range of professional services provided by the accounting firms to
their clients. '

The idea of accounting firms association and cooperation with
international organizations has become one of the most important features and
facts of the audit profession in Egypt because of its positive impact on the
accounting and auditing profession in Egypt. As it helps to create opportunities,
to benefit from expertise and technology, to create a strong competition that leads
to improve the performance of the profession and develop it in the future, and
contribute to develop the auditors skills in the Egyptian accounting firms.

One of the most important forms of accounting firms associations is the
strategic alliances, which have increased during the past few periods, so that the
strategic alliances have been formed between entities in general, as they gather
ideas between these entities in a way that serves the information exchange in an
important framework that avoids hostile competition between organizations.

Also, the strategic alliances is a part of the comprehensive quality management
strategy that focuses on the long-term success of the organization as it prepares formal
agreements between two or more institutions to provide the necessary resources that it
is difficult for any organization to get individually in order to provide the product or
service to customers to achieve a competitive advantage.””

Tl bl Baee S (i Lpemall dmalyall GSe pplaiy gai Cillgad’ l Ciaa 32 Loy Bl (11)
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Strategies of International Audit Market Regulations
Regulating the international audit market is one of the most intellectual,
philosophical and scientific concepts that is important for researchers and
auditors interested in developing the audit profession and improving its quality.
The Commission has taken several steps, the most important of which was the
issuance of legislative directives for auditing in 2006, that was characterized by
its wide scope because it contained five strategic directions for regulating the
international audit market, and these strategic directions can be considered
dimensions for regulating the international auditing market because they are
closely related to the defects that the auditing market suffers from. Therefore, the
issue of regulating the international audit market can be clarified through the
following five strategic directions: '®
1- Commitment and adherence to the legislative directives for the audit of
the auditors independence and accounting firms.
2- Commitment and adherence to the legislative directives related to the
systems of the auditors responsibility.
3- Commitment and adherence to legislative directives related to public
oversight systems for auditors.
4- Adopting the application of international auditing standards.
3- Cooperation and dealing with the third-world auditors in organizing the
international audit market.

The Accounting Networks, Associations, and Strategic Alliances
Concept:

The global network firms use common accounting technologies and
strategies to increase visibility and expand their oversea business. The expression
of accounting firms networks depends on having more than one accounting firm in
the same network and with the same international name.

International Accounting Networks is a group of affiliated accounting
firms located in different countries where they share knowledge, resources and
sometimes employees but remain legally and financially independent. As for the
accounting entities that did not meet the network definition, they became known
as associations.'”

And, Accounting firm associations are organizations in which all
accounting firm members are independent in legal name and legal structure.

) Laabd) (g D b puaal naball Catl€a jokiy gai g’ call Cirin 32 upe ALY 2 ('A)
aall cagedl 318 Laaly dibieLawlVl Bloall 24 (Atally dtadt) ilaalyall dpalali Laal] ¢*((laze Can)
'YY.‘:""\:U‘U“Y“G 5(1)

(19) Matthew Ege, Young Hoon Kim, and Dechun Wang, "Do Global Audit Firm Networks
Apply Consistent Audit Methodologies Across Jurisdictions? Evidence from Financial
Reporting Comparability", The Accounting Review, Vol.95, Iss.6, 2020, P.157.
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Thus, their audit opinions carry their individual accounting firm names (rather
than the association name) and their legal liability cannot be passed to other
members of the association,?”

As the accounting firms benefit from membership in a network,
association or alliance, there are several obligations on the firms towards these
networks. Some of those obligations are the network's approval to join, the
payment of initial and annual fees, participation in audit methodologies and
technical programs among members to provide high-quality service to all
customers, the adherence to common policies, and applying the global network
quality standards.

The alliances membership fees vary and base on revenue and on firm size.
Members may pay annual fees of hundreds thousands of dollars, these fees are
usually set as a fixed amount, a percentage of audit revenue, or both.?"

The Basic Features of the Accounting Firms Networks

Accounting firm networks have some special features that must be
respected while forming strategic alliances. These features can be illustrated by
clarifying the networks of strategic accounting firms, leadership of the strategic
network, specialization, pressure from competition, a mechanism for managing
coordination and cooperation problems in the networks of accounting firms,
network investments, brand name and reputation as follows:??

The Baslc Features of Accounting Firms Networks

Strategic Strategic Network Brand Name
Network Network Investments and
Organization Leadership

Specialization and
Pressure from
Competition

and Cooperation Problems in
Accounting Firms Networks i

Fig. (1)
The Basic Features of Audit Firms' Networks

Lol (Al Slaaill B35 (paend (g Uagdy dusclanall ibsmanlly Sl guinc” ¢ jpamia parlyd 38 il (Y1)
Lnala cJlac¥l Blaly Bladll L ¢ pdlaall Sl Lo CLppeaadl) Ldl e 5akailly Byiall Aaslyal) alSa
A e Y YA A pd) 2l oYY i3] Alaa «Olgla
(21) Ibid, PP:17-18.
(22) Hansrudi Lenz and Marianne James, "Intemational Audit Firms as Strategic Networks — The
Evolution of Global Professional Service Firms", Economics and Management of Networks,
Physica-Verlag, Heidelberg, New York 2007, 2016, PP: 5-22.

Available at: https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2719585.
Retrieved at: 17 July, 2018.
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But in strategic alliances, firms combine their assets and capabilities in a
cooperative policy to achieve competitive advantages. Strategic alliance is
considered as an essential source of resource-sharing, learning, and thereby
competitive advantage in the competitive business world. @

Strategic alliances also contribute to successfully implement the strategic
plan; therefore, the alliances must be strategic in nature. They can also be defined
as a relationship between organizations for the purposes of achieving successful
implementation of a strategic plan.*®

The strategic alliances involve combining knowledge and resources,
which enable organizations to penetrate markets within and beyond national
borders. These strategic alliances are vital sources of necessary information and
other types of resources to maintain a competitive advantage. They form the
backbone of the modern competitive arena. The alliances are considered strategic
when they represent the means by which a firm seeks to implement, in part or
totally, elements of management's strategic intent. **

So, the accounting firms strategic alliances can refer to professional entities
between more than one accounting entity to achieve the integration in expertise
and knowledge within the framework of maintaining the financial, organizational
and intellectual independence of these entities within the alliance in order to
achieve the alliances’ objectives in the audit market. Also, these alliances provide
modern audit programs that are expensive, enforce the commitment to the
standards application that ensures the professional performance quality of the
external auditor, which supports improving audit quality.

A strategic alliance is important —especially- regarding the need for
transparency and integrity in financial reporting and disclosures. The accounting
regulations passed during the last decade have forced many CPA firms to
outsource specialized services to other firms with the expertise and resources to
perform them. Among the various satisfactions achieved from their
collaborations, the significant benefits of alliances indicate that the firms were
able to: @

1- Pool their resources,

2- Increase their revenues,

3- Build a larger knowledge support system to serve a wider clientele, and
4- Compete with larger firms, both nationally and on a global basis.

(23) Mohammed Belal Uddin and Bilkis Akhter, "Strategic Alliance and Competitiveness:
Theoretical Framework”, Journal of Arts Science & Commerce, Vol. II, Issue 1 January
2011,P. 44.

(24) Ibid, P.40.

(25) Mério Franco, "Determining factors in the success of strategic alliances: an empirical study
performed in Portuguese firms", European Journal of International Management, Vol. 5,
No. 6, 2011, P.609.

(26) Ibid, P 6.
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Motivations of Forming the Strategic Alliances

Accounting firms may have different motivations to form the strategic
alliances with the international accounting firms (Big-4) or (Non-Big4). These
reasons and motivations can help the Egyptian accounting firms to have a
competitive advantage over the non-related accounting firms, which may be of
the following: ¢”

: Motivations of Forming the Strategic Alllances it
Ease of | Overcoming Raise Entry ||
Market Entry| || Entry Barriers | Barriers
Control on Reduce the i Market i
Market Threatof || Modification || Economies
Uncertainty Competition || Structure of Scale
L — -

Fig. (2)
Motivations of Forming the Strategic Alliances

So and according to these motivations, some Egyptian accounting firms
have entered into strategic alliances with international accounting firms (Big-4),
. (28)
such as:

No. International Accounting Firm Egyptian Accounting Firm
1 KPMG Peat Marwick O a e S
2 Ernst & Young Aaal yall g Lpsslaall () yiabiaiall S
3 Deloitte Touche Tohmastsu g g pllia iS4
4 Price Waterhouse cooper D yaie (3l iSa

And some other Egyptian accounting firms have resorted to strategic
alliances with international accountin§ firms ,other than the Big-4, that are called
Non-Big 4 accounting firms, such as: ©*”

(27) Margherita Russo, "Strategic Alliances in Global Markets", PHD Thesis, Department of
Economics, Management and Statistics, Universita DeGli Studidi Milano-Blcocca, 2017,
PP: 23-25.

Available at: https:/boa.unimib.it/retrieve/handle/10281/153661/218692/
phd unimib_759771.pdf, Retrieved at: 27 July, 2018.
Ui Gim — Ayl dnalyall Gy S (3 D pead) dapliall CilSe ks gai ligad 2 Lo Gl (M)
VA e Y10 6T ) sl ¢ peae — Agdally Lujladl) Cilualiall dualal) Agal)
(29) Ibid, P.198.
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No. | International AccOunting Firm | @

Kreston International
Eura Audit International
IGAF Worldwide

1 Barker Tilly

2 Geneva Group International
3 Grant Thornton

4 RSM International

5 Mazars

6

T

8

Section Two

The professional performance quality of accounting firms is one of the
most important topics, especially after the failure of many major international
companies. It can be developed to improve the services provided by the
accounting firms. As a result of the global financial crisis and the collapse of
many companies such as Enron, the interest of professional organizations
increased in developing the auditors' qualifications and increasing their
responsibilities in issuing their professional judgments in the audit process. ©¥

The auditor’s professional performance quality can also be defined regarding
the audit process as "an objective assessment by the external auditor who has
sufficient skills, abilities and knowledge that enable him to take the appropriate
decision respecting the audit standards and rules of ethics and professional
conduct" ®!

The professional performance quality importance can be clarified as
follows:®?

1- Confirmation of the Professional Standards Commitment: auditing
standards represent guidelines that define audit procedures and contain
quality control standards, that aim to improve the auditor's performance.
So, there is a positive relationship between the auditor's professional
performance quality and commitment to professional standards, where the
commitment to apply professional standards leads to achieving the high
possible level of the audit quality.

2- Good Competitive Tool: Providing audit services at a high quality level
is the main reason for the local accounting firms to expand their audit

Eotlye dyd dpagnd Ll ALl Analal S gl oY1 Bpa e A0 255 s () 3wl s (1)
TAYZYAL fpm e V)T Ayl dadda blad) L danlyally Lulad) b cdppedaall Eigagll 4,01 daa
Biga o ddians all)l 553 Jodag Sbluall Gl e liall gaadall 2o, 3 (e a2 [ S538 L6 (M)
Gl LniCly) Daa Cdeadl Luappll Baiadl IS e Lks Al ~aphainy) ol ) aa
Voa Yo ¥e of aladll o saall d)n€uY) daals 3ol 4 cduslaall pud cdgpaataal)
"vu“bﬁdﬁ'&%}‘ ¢33 paalyl aal e (\"\')
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market share and penetrate the international audit markets through
improving their abilities.

3- Narrowing the Expectations Gap in the Audit Process: The
expectations gap in the audit indicates the customers' dissatisfaction with
the auditors' performance, which lead them to litigate the auditors because
of their weak performance, so enhancing the external auditors'
performance quality can reduce the audit expectations gap existence.

4- Corporate Governance Enhancement: The various guidelines on
governance include the importance of reports, financial information and
transparency. So, the audit quality achieves the financial information
credibility that reflects the financial markets effectiveness, which supports
the corporate governance.

Therefore, professional performance care is necessary at every stage in the
audit process, starting from the audit program design to preparing the audit report
and expressing the audit opinion. ®” So, the professional performance quality
indicators can be affected by the auditing standards, the rules of professional
conduct and the standards of quality control regarding to the professional
performance of external auditors as follows"”":

Professional Performance Quality Indicators

Auditing Professional i Quality || Code of Professional|
Standards Performance Quality || Control || Conduct and Ethics |
Standards | standards | '
Fig. (3)
Figure prepared by the researcher.
Audit Quality Control

KPMG AUDIT (1988) defined audit quality control factors as
encompassing all policies and procedures adopted by KPMG to provide reasonable
assurance that audit conducted by KPMG firms are aimed out in accordance with
international auditing guidelines. Also, CPA definition of audit quality control
elements comprise methods to carry out responsibilities to its client. The method
here comprises the organizational structure of the accounting firm and the
procedures of the firm.

The quality control factors help firms to meet standards consistently on
every audit and also extend to cover the generally accepted accounting standards.

(33) Ibid, P.448.
(34) Figure prepared by the researcher.
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Audit quality control factors are simply the procedures, policies and activities
adopted by an accounting firm to ensure that the auditing standards and guidelines
as well as the generally accepted accounting standards and guidelines are
religiously compiled with to ensure a high standard of audit practice and high
quality audit report.®>

The Impact of the Professional Organizations' Efforts -Regarding the
Quality Control- on the Auditors' Performance
All standards and publications issued by professional organizations
regarding quality control, oblige all accounting firms to implement an
appropriate system for quality control in accordance with the procedures and
policies of quality control, which in turn can sustain many benefits to many parts
related to the audit process as follow: ¢
1- Benefits for auditors
* Improving the practical qualification of the accounting firm staff.
* Providing the policies and procedures that auditors must abide by to
achieve a high level of quality.
* Avoiding exposure of auditors to lawsuits by clients or beneficiaries of the
audit report.
* Enhancing the auditors' usage of modem technological methods and means.
2- Benefits for the accounting firms
* Providing a high level of quality and using it as a competitive advantage
to attract new customers.
® Reducing audit failure.
3- Benefits for the audit profession
* Ensuring adherence to standards and rules of professional conduct and
quality improvement.
* Improving the confidence of the financial community in the accounting
and auditing profession.
* Helping to narrow the expectations gap in the audit environment.
* Helping to eliminate unstructured audit.

Audit Quality Measurement

Audit quality can be measured directly through the accounting firm size,
the auditor's reputation, the period of contract with the customer, providing
services other than the audit process, the proportion of litigation cases related to
the auditor's work, and industrial experience. Direct method may also depend on

(35) Arzizeh T. Tapang, Alphonsus K. Kankpang, Egu U. Inah, Peter K. Bessong, and Ashishie
P. Uklala, "Audit Quality Control and its Influence on Audit Report in Nigeria", European
Journal of Economics, Finance and Administrative Sciences, Issue 104, 2020, P.47.

(36) Ibid, P.19.
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some direct factors such as factors that are related to the audited company like
financial reporting adopted with IAS, audit quality control, company
performance, and earning quality.®” So, the researcher selected the following
audit quality measures:

1- Accounting Firm Size

2- The Auditor's Industry Specialization

3- Audit Tenure

Importance of the Accounting Firms' Strategic Alliances for improving
the Audit Quality in Egypt
The accounting firms' strategic alliances importance -that can improve the
audit quality- stems from the following three potential sources®®:

1- Staffing Policy: Since audit work is performed by individual engagement
partners and employees, one potential source of higher audit quality is that the
Big-4 firms have higher quality employees. This policy can reflect that
auditors with high quality training and experience are available through the
four major accounting firms, and it can also reflect that the four major
accounting firms are better able to identify and hire people who are more
motivated. It can therefore be assumed that one of the sources of high audit
quality for the Big Four firms, is their ability to hire high quality staff. The four
major accounting firms may incentivize or provide better leaming
opportunities and are better at motivating both auditors and partners to provide
a higher audit quality through increased monitoring or better compensation.

2- Learning: Compared to accounting firms other than the Big-4, the Big-4
accounting firms have more resources and incoming partners are exposed
to a wider range of resources. HR quality is important for delivering high
quality audits because of more group experience, more members to
consult, and more internal expertise in spotting material errors. Since the
four major accounting firms have more resources than the others, they
may be able to increase the capacity and efficiency of upcoming partners
by providing facilities that may contribute to increased learning.

3- Monitoring/Incentives: The third factor that may contribute to raising
audit quality is the stronger monitoring/incentives. Rules and regulations
are established to ensure adequate audit quality, and the law in many
countries requires that all accounting firms have internal control systems
and be subject to periodic reviews. A periodic review includes an
assessment of the accounting firm's internal control system.

The researcher provided a proposed audit quality framework —concluded
from the last two Egyptian cases- to help the un-related accounting firms with

(37) Noor Adwa Sulaiman, Op.Cit, P.24.

(38) Limei Che, Ole-Kristian Hope, and John Christian Langii, "How Big-4 Firms Improve
Audit Quality", Management Science, Vol. 66, No. 10, 2020, PP: 9-12. Available at:
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2828224
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Client Adopting and Commitment to the 5 :
Acceptance Applying Audit | Sophisticated Adher}ng toan |
and Standards and Tools | Technology Obligated
Continuous | —t Quality Control |
Recruitment and Systems

Assignment of

Qualified Auditors

These five proposed components can help the un-related
accounting firms in strategic alliances to:

" Acquire the best qualified auditors with the required skills and
qualifications.

* Choose and select the audit clients and engagements depending on the
evaluation of their risk profile.

* Have and apply an obligated quality control system.

* Adhere to the audit standards, policies, procedures, ethical standards,
relevant lows and regulations.

= Apply a digital audit programs to improve audit capabilities and
innovative new technologies.

which are collectively improve the auditor professional performance
quality and hence, improve the provided audit quality level in the accounting
firms.

Section Three

Audit risk cannot be ignored as a main aspect of the professional
performance of the external auditor in accordance with the auditing standards, as
the external auditor's determination of the risk in the audit process is one of the
basic requirements for determining the scope of his tests for operations and
accounts. Audit risk is a realistic matter that threatens the external auditor, as the
external auditor must avoid the possibilities of those risks or reduce them by
doing the maximum possible professional care through adhering to the effective
application of the auditing standards.

So, the auditor plans the audit procedures well, which leads to a decrease
in the audit risk and an increase in the ability to detect errors and manipulations.
There is no doubt that audit risk is one of the important factors that the auditor
must take into consideration, whether in planning the audit process, in
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determining audit procedures, or in evaluating the audit evidence. ®® The
American Institute of Certified Public Accountants (AICPA) assured the need to
assess the risk in planning the audit in its Standard No. (47) that the auditor must
plan for the audit process so that, the audit risk is as low as possible and
appropriate to express a suitable opinion on the financial statements. “*

Audit Risk Definition

The International Federation of Accountants (IFAC) defined in
International Standard on Auditing (200) audit risk as "the risk of the auditor
expressing an inappropriate opinion, when the financial statements are materially
misstated. Audit risk is a function of the risk of material misstatement and the
detection risk." “V

The list of terms issued by the British Financial Reporting Council
(FRC) defined audit risk as "the risk that the auditor expresses an inappropriate
audit opinion when the financial statements contain material misstatements, and
audit risks, according to the Council, consist of material misstatement and
discovery risks." *?

Also, the Egyptian Auditing Standard No. (200), the Egyptian
Accounting and Auditors Association indicated that "the risk of the auditor
expressing an inappropriate audit opinion when the financial statements
misrepresent a significant and influential distortion known as audit risk " ©>

Thus, the researcher can deduct the concept of audit risk in expressing an
incorrect -unintentional- opinion of the auditor on the financial statements, which
leads to the issuance of unfair financial reports that may harm the interests of all
external parties using those reports.

Audit Risk Components

The audit risk is considered as a process of these two components: risk
assessment - risk during collecting and evaluating audit evidence; and business
risk - economic impact of the audit assessment. The auditor always plans
sufficient procedures that will minimize the audit risk and maximizes the
detection of errors, fraud and other irregularities in the financial statements. It is
especially important for the auditor to identify the areas of high risk in which
mistakes are repeated.

Slahall Lo Canball Jhlia o A58 daa)ally 1500 Laahall s 8 cpual) o Slidla (*1)
oY JaYeY .q.:'l.‘.ll 2aall iy o daala ¢3)laall i,ﬁSsi._gt_L‘ln, w

(2) "Accountants .Statement on Auditing Standards No.47.", Audit Risk and Institute of
Certified Public Materiality in Conducting an Audit, New York. AICP.1983, P.110.

(41) International Auditing and Assurance Standards Board (IAASB), Handbook of

Interantional Quality Control, Auditing, Review, Other Assurance, and Related

Services Pronouncements, Vol.01, New York, 2017, P.83.

(42) Financial Reporting Council, Glossary of Terms (auditing and ethics), UK, 2016, P.8.
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If errors occur randomly, it is difficult for the auditor to predict the
probability of their occurrence. These errors occur in sectors with frequent
changes of staff members or in positions where there are employees with
inadequate qualifications. The external auditor always plans audit procedures so
that, they are sufficient to reduce the audit risk and increase the chance of
detecting errors while identifying areas in which errors are repeated. 9

It is essential for auditors to gain a broader understanding of an
organizational environment if they are to assess audit risk (ISA 315). Current
auditing standards emphasize the assessment of the risk of material misstatement
(RMM). Audit Risk Model (ARM) stating that the audit risk (AR) is equal to the
(RMM) times the risk of detection (DR).

The Committee of Sponsoring Organizations (COSO) of the Treadway
Commission provides standard guidelines for risk management that can be also used
for audit risk assessment by external auditors. Risk assessment is one of the five
components of the COSO framework. External auditors should be aware of risk-based
auditing, which focuses on the treatment of risks in the COSO framework.

The Sarbanes-Oxley (SOX) Act of 2002 has also increased auditors’
responsibilities to detect different audit-related risk components. The SOX Act
was passed to prevent significant corporate collapses such as those of Enron,
WorldCom, etc. It brought in major reforms in relation to disclosure control
[Section 302], the regulation of the accounting profession [Section 303], and the
assessment of internal controls [Section 404], and it also introduced corporate
governance reforms and other requirements.“”

Since it is difficult to consider the overall risk of the audit of financial
statements, it is necessary to clarify that the risk of incorrect statements that may
affect the financial statements can be grouped into the following three types™®:

1- Inherent risk (the risk of significant errors appearance in the reports);

2- Control risk (the risk that internal control will not detect or prevent such
errors); and

3- The detection risk (risk that the auditor will not detect any significant
€ITor Teports).

(44) Pece Nikolovskia, Igor Zdravkoski, Goce Menkinoski, SneZana Digevska, and Vera
Karadjova, "The Concept of Audit Risk", International Journal of Sciences: Basic and
Applied Research (IJSBAR), Volume 27, No 1,2016, P.22.

(45) Saeed Askary and Jean-Paul Arnaout, "Audit Evidence and Modelling Audit Risk Using
Goal Programming”, International Journal of Applied Decision Sciences, Volume 11,
No 1,2018, PP:20-21.

(46) Pece Nikolovski, Igor Zdravkoski, Goce Menkinoski, Snezana Dilevska, and Vera
Karadjova, "The Concept of Audit Risk", International Journal of Sciences: Basic and
Applied Research, Vol. (27), No.(1), 2016, PP:23-24.
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The Audit Risk Model (ARM)

The audit risk model is basically a planning model and therefore, has
limited use in evaluating the results. Also, the audit risk models reflect the level
of internal and external risks surrounding the audit clients, where the auditor
plans to collect audit evidence in proportion to the level of risks that have been
assessed in light of those models.

The auditor can deal with risks in planning evidence in order to reduce
audit risk through the application of the audit risk model, through which the
acceptable level of audit risk for each account depends on the nature of the
account (inherent risk), internal control measures and procedures of the account
(control risk), and the effectiveness of tests and audit procedures to discover
errors and material misstatements (detection risk). So, the audit model consists of
the following:“”

Audit Risk = Risk of Material Misstatement (Inherent Risk

x Control Risk) x Detection Risk
i.e; AR=IR CRDR
The Role of the External Auditor towards the Audit Risks

The impact of the accounting firms strategic alliances on the audit risk
reduction appears in the means through which the local accounting firms-
associated in strategic alliance - are committed to applying auditing standards,
quality control standards, and rules and ethics of the profession. The accounting
firms strategic alliances also support the use of modem techniques in auditing
through the use of the latest programs and the latest technology methods in audit
planning, which is difficult for local accounting firms to obtain due to its high cost.

Through the commitment to apply auditing standards, the external auditor
must exercise professional skepticism, pay attention to obtaining sufficient and
appropriate evidence, and the need to exercise due professional care, which
reduces the inherent risk that requires sufficient knowledge of the entity's activity
and the auditor's professional experience, which was a reason to improve the
professional performance quality of the external auditor and hence improve the
audit quality. So, there is an inverse relationship between the level of
professional performance quality of the external auditor and the inherent risk.

Also, improving the professional performance quality of the external
auditor also included an in-depth understanding of the internal control system
with a continuous understanding of professional developments and commitment
to professional requirements, which reduces the risk of control and confirms the
evidence of the inverse relationship between the professional performance
quality of the external auditor and the control risk.

(47) Wenmin Luo, "Proposed Analytical Framework to Assess Audit Risks", Open Journal of
Accounting, Vol.10, 2021, P.42.

- 1YY <



If the audit process is planned taking into consideration the elements of
risk when performing each of the procedures involved, and trying to use the
procedure that affect the nature of the element or task in question, and the level
of risk to which it is exposed, it supports the auditor's opinion on the financial
statements and leads to achieving the audit efficiency and effectiveness, and
consequently the reduction the risks to the minimum acceptable level.

As for the detection risk, being the only type of risk that the external
auditor can control, it depends mainly on learning, professional training and
professional experience of the external auditor, and therefore requires the
adherence to standards regulating the audit process and other professional
guidelines, and professional care by the external auditor to ensure the highest
possible level of professional performance quality to ensure and sustain the audit
quality, and then the detection risk will be reduced to the lowest possible level.

All the advantages sustained by the accounting firms strategic alliances to
local accounting firms are the basis for achieving and improving the professional
performance quality of the external auditor, and thus improving the audit quality,
and these advantages are also the ways of audit risk reduction. Therefore, the role
of accounting firms strategic alliances appears at all stages of the audit process in
order to minimize audit risk as follows:

The Impact of Accounting Firms Strategic Alliances in the Audit
Planning Process on the Audit Risk Reduction

The auditor is required to carry out the audit process and verification of
the operations and balances, and an increase in the tests of operations in order to
reduce the risk of detection associated with the financial statements.

Standard No. 330 requires the auditor to obtain additional audit evidence
in the event that he is not able to obtain sufficient and appropriate evidence that
gives him important and influential confirmation in the financial statements,
otherwise he must express a qualified opinion or refrain from expressing an
opinion. “® Standard Ne. 500 also clarified that the auditor should obtain
sufficient and appropriate evidence in order to reach reasonable conclusions that
enable him to express his technical opinion. “” In addition to Standard No. 530,
which allows that if the sampling method is used, the auditor must determine the
appropriate methods for selecting items for testing to collect sufficient and
appropriate evidence to achieve the objectives of the audit procedures. ®”

This is to obtain sufficient and appropriate audit evidence through which
the external auditor can express an appropriate opinion on the financial
statements, which reflects the professional performance quality of the external

YUY e Clagiall phliall gaball Gllaia) =(YF ) oy jlad’ o Gilud) aagall (£A)
A e "i".'!)‘“ ih‘ —(9 . t) fiJ JHM' s&h‘“ &)‘“ (i‘)
T8 (e Claahall A Gliall —(07 ) oy jlad’ (Baledd) pagall (04)
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auditor, which in turn leads to achieving audit quality and satisfying the desires
of audit clients.

Thus, the researcher can conclude that the judgment on audit
risks can be supported through the accounting firms strategic alliances
as follows:

1- The accounting firms strategic alliances, especially with depending on one
of the four major accounting firms (Big-4), helps in increasing compliance
with standards and requirements, which supports confidence in the
validity and integrity of financial reports, and thus supports some
advantages such as facilitating access to financing advantages.

2- The accounting firms strategic alliances support companies' compliance
with the requirements of financial reporting standards, which provides the
auditor with the opportunity to assess the degree of uncertainty associated
with the estimates.

3- Accounting firms strategic alliances help to reduce the client pressure,
which enhance the auditor independence, which helps the auditor to
maintain his professional reputation in order to continue in the audit
market, which helps in improving his professional judgment to raise the
audit quality and minimize the audit risk.

4- The accounting firms strategic alliances work to achieve the financial
reports quality while increasing the confidence of the audit report and the
speed of response to the modified opinions in the report. It helps in
limiting the reformulation of the financial statements, which raises the
level of audit quality and reduces the audit risk level.

5- The accounting firms strategic alliances support the examination of
internal control systems to facilitate the discovery of material errors, and
to achieve an adequate understanding of the material issues associated
with audit risk, which reduces the possibility of errors in the financial
statements that may cause inherent risks.

Section Four

The main objective of this applied study is to study and analyze the impact of
the accounting firms strategic alliances on the audit quality and on the audit risk
reduction of a sample of listed joint stock companies in the Egyptian Stock
Exchange during the years 2018, 2019 and 2020 using content analysis method of
the annual financial reports, company's website and/or information available with
the Egyptian Stock Exchange website.

Based on the literature review, research aim and objectives, the
research hypotheses wereformulated as follows:

= The First Hypothesis: There is a statistically significant relationship between
the accounting firms strategic alliances in Egypt and the audit quality.

= The Second Hypothesis: There is a statistically significant relationship
between the accounting firms strategic alliances in Egypt and the audit
risk reduction.
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Study Models and Variables:
The empirical study depends on the following main model, which
consists of two sub- models®

The Empirical Study Model

Model 1

| Strategic Alliances of Strategic Alliances
1 Accounting Firms Audit Quality of Accounting Firms

First Hypothesis

B There is a statistically significant There is a statistically significant

| relationship between the accounting firms relationship between the accounting

strategic ﬂ'ﬂlﬂtﬁ.’ in Egypt and the audit firms strategic alliances in Egypt and
quamy [ the audit risk reduction

AUDIT Q= (D+((SA) +[R(FSIZE) E AUDIT R= [D+[M(SA) +[R(LEV)
+CB(FAGE) +[3#(CGQ) + Cit +[B{Audit size) +C4(LOSS) + It

Figure (5.3)
Study Model
The first model can be summarized in the following equation:
[ AUDIT Q= p0+p1(SA) +p2(FSIZE) +B3(FAGE) +p4(CGQ) + mt|
Where,
= AUDITQ): is the dependent variable (Audit Quality).
= (0(B: The constant value and represents the level of audit quality that is
not affectedby the independent variables.

(*) Offered by the researcher
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= (SA): the independent variable (Strategic Alliances)
* (P1- p4): the regression coefficients for the independent variables.
= (git): the amount of random error.

The second model can be summarized in the following equation:

[AUDIT R= B0-B1(SA) +B2(FSIZE) -B3(FAGE) +B4(CGQ) + it

Where,
= (AUDIT R): is the dependent variable ( Audit Risk).
=  (0(B: The constant value and represents the level of audit quality that is
not affectedby the independent variables.
= (SA): the independent variable (Strategic Alliances)
= (B1 - P4): the regression coefficients for the independent variables.
= (git): the amount of random error.
The study sample can be outlined as follow:

Figure (5-2): Study sample according
to the accounting firms' strategic alliances type

Simpie Histogram Mean of AUDITRSUM by «Alali § 5

Figure No.(5-7):
The Audit Risk Level in the different Accounting Firms Strategic Alliances
Types
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The descriptive analysis of the accounting firms' strategic alliances:

Table (5.6)
Descriptive Statistics of the Continuous Study Variables
= 3 T S 3 e TR
§§\. i \\“\\ 3 R N B ) ies: N
i\ "\ [ \ :: B \\\“\?"} '\’::\’\ - ‘ \' -\ .. Q{\\gn\g\\ %
\\\ ‘ R 3 - relateq A ated | oo AR
I. S \)ﬂ“ 3 R \\ SN ¥ R i %\ 3
R R \Q\\ \ \"\ B S R '\.\',.\ . ‘-‘}\
1 |Trade and distributors sector 1 1 0 D
2 |Real estate sector 6 6 6 18
3 Raw matene_lls & Energy and 4 3 3 10
support services sectors
Transport & freight services &
4 |Services, Industrial products, 1 0 2 3
& cars
5 Food, beverage, and tobacco 3 3 3 9
sector
Textiles & durable goods &
6 |Paper and packaging materials 2 2 1 5
sectors
7 |Constructions 3 1 2 6
3 Tourism and entertainment 3 1 0 4
sector
Contracting and engineering
9 |construction & Construction 2 0 2 4
materials
10 Healthcare and pharmaceutical 0 1 2 3
sector
11 |Freight-in 2 0 0 2
Communications, media, and -
12 (IT & Educational services 2 0 1 3
sectors
B o5 N \ \ AN R RS o e & % *\‘ < ‘% ol o 3 o & = -\:: s '4‘\\\1'»" \‘si
:\ ™ \x\\‘\ 3 \ R S 23 3: ":\'«;
N N AR

The researcher can outline the used measures of the audit quality
(accounting firm's reputation- accounting firm's industrial specialization) in
the following figure:
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Figure No.(5-5)
the Audit Quality Measures (Accounting Firm's Reputation-Accounting
Firm's Industrial Specialization)

The relationship between the type

of the accounting firms' strategic

alliances of the sample firms and (the accounting firms' industrial specialization

and the accounting firms reputation)
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Figure No.(5-6)
The audit quality increases in the accounting firms' strategic alliances

Table (5-1
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The Relationship between the Strategic Alliances and the Audit Risk
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Figure No.(5-7)
The Audit Risk Level in the different Accounting Firms Strategic Alliances
Types
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This practical part of the research and the steps and procedures followed
during the applied study to achieve the research main objective, investigating
whether the accounting firms strategic alliances in Egypt impact on the audit
quality and the audit risk reduction, and approved the validity of the research two
hypotheses.

Recommendations

Based on the findings of this research through the theoretical and practical
parts, some recommendations can be suggested as follow:

1- Calling for promoting and monitoring the application of the proposed
audit quality framework in the Egyptian accounting firms.

2- Mandating the Egyptian accounting firms to associate in strategic
alliances with Big-4 or Non-Big-4 to get and benefit from their
advantages.

3- Promoting the accounting firms strategic alliances benefits and
encouraging Egyptian accounting firms to adopt the audit quality control
program to increase the Egyptian accounting firms' performance and
quality, which in turn facilitates the achievement of high audit quality
levels.

Suggestions for Future Research

The current research has investigated the impact of accounting firms
strategic alliances on the audit quality and the audit risk reduction, thus further
research is needed to enrich the knowledge in some related topics, some areas
which are recommended for future research include:

1- Examining the impact of the accounting firms strategic alliances on the
digital audit.

2- Examining the impact of the accounting firms strategic alliances on the
audit fees.
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