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[bookmark: _Toc529912006]1. Introduction

The purpose of this dissertation is to analyse the effects of the audit limit on the incidence of fraud in SME’s. The Department for Business, Innovation and Skills (BIS) decided to increase the audit limit in 2016 and due to this increase, there will be fewer SME’s who will be required to have an external audit. This dissertation seeks to analyse reasons behind the increase in the audit limit, what effects it has had on SME’s and if there is a link with fraud. 

1.1 [bookmark: _Toc529912007]Background and Literature Review

ICAEW (2006) and European Commission (2018) suggests that the purpose of an audit is to provide an opinion on the enterprise to ensure that the financial statements show a true and fair view, have followed the correct international accounting standards and adopted the correct accounting and auditing ethics. 
 With such an increase it is likely that there will be a decrease in audits carried out which suggests that there will be less assurance on SME’s. The old audit exemption threshold between 2012 to 2015 had a turnover of 6.5 million, asset total of 3.26 million and number of employees at fifty, whereas the new audit limit requires a turnover of 10.2 million, asset total of 5.1 million and the same number of employees (GOV.UK, 2018). 
Soubry (2016) the Minister of State for Small Business, Industry and Enterprise created a written statement on behalf of the Parliamentary Under Secretary of BIS to Parliament to suggest that the audit exemption limit should be increased to the maximum as a rise was needed to adjust for inflation and to delink small companies from the complexity in financial reporting framework. In response to the increase (Gambier, 2016) head of audit assurance at ACCA argues that the increase is ‘pragmatic’ and that ACCA would prefer to not increase the limit and companies to still have a statutory audit as it is seem to be a valuable contributor to achieve high-quality financial reporting. ACCA (2016) reported that some have suggested that the increase in the audit threshold will potentially increase the risk of fraud while Gale (2016) disagrees as he suggests that it does not mean the outcome will lead to a wholesale risk of fraud in relation to these businesses. 



1.2 [bookmark: _Toc529912008]Rationale

Previous research has been carried out around this audit limit increase but very little seeks to exist on SME’s in the UK and if there is any link to the increase in fraud.  There seems to be a gap, so this dissertation seeks to analyse if there has been an increase in fraud in SME’s since the audit limit increased in 2016. 
Giles (2016, p. 30 ) explains that ‘fraud is a significant business risk that threatens both profits and reputation’, he claims that when fraud is discovered by an auditor, managers are then looking for someone to blame, he also claims that an audit is an anti-fraud control this suggests that the increase will remove a fraud detection if SME’s are not required to have an audit. 

[bookmark: _Toc529912009]1.3 Aims and Objectives

The aim of this study is to critically analyse what effects of the increase in the audit limit will have for SME’s on the incidence of fraud. To achieve this aim there are three objectives:
1. To identify and evaluate the rationale for changes in the audit limit.
2. To assess and analyse the incidence of fraud in SME’s due to the increase in the audit limit incorporating a global approach.
3. To make recommendations to SME’s on the effects of audit limit. 
[bookmark: _Ref529383436][bookmark: _Toc529912010]2.0 Research Design and Methodology

Research has been defined by (Collis & Hussey, 2014, p. 2)  is that ‘research is a systematic and methodical process of inquiry and investigation with a view to increasing knowledge’ another definition by (Saunders, et al., 2016, p. 6) is research ‘a process that people undertake in a systematic way in order to find out things, thereby increasing their knowledge’ these definitions are in agreement with one another as both have the same meaning and are just worded differently. 
[image: C04NF001]Saunders et al (2016) produced The Research Onion as a research philosophy and an approach to develop theory.
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[bookmark: _Toc529912011]2.1 Paradigm
This research has identified an appropriate methodology, which justifies the associated research paradigm required to collect and analyse primary data within the context of the perceptions of the audit limit increase. 
The primary data collected to understand the reasoning and effects of the audit limit on SME’s and the perceptions of those who take part within the study (Saunders, et al., 2016).
The researcher has a personal interest in the study due to having worked within the accounting profession which is a small enterprise in the UK and intends on having a better understanding and knowledge on the research area.
There is a critical absence of exact research particular to the effects of audit limit increase and if there are any links with fraud in SME’s. Based on this, further investigation is necessary to address the gap in current literature.  

[bookmark: _Toc529912012]2.2 Research Approach
To create the research, the most suitable philosophy had to selected upon (Collis & Hussey, 2014). To do so, the researcher used an analysis of paradigms carried out by Patel (2015) which was formed from other sources from Crotty (1998) and Scotland (2012) a long with Saunders (2009). 
Previous research has identified that there is a split between judgements over the audit limit increase and if it has any a link with fraud, although there is a gap on the effects since the audit limit came into place. 
Based on this information and the nature of the current research warrants further exploration and gain a deeper understanding of the subject’s personal experience and first-hand knowledge. An appropriate paradigm is essential to be successful in this study. 
[bookmark: _Toc529912013]2.3 Research Collection & Method 
A Sequential research study is being proposed. First semi-structured interviews will take place with key participants who are involved in accounting practices or SME’s as a means of purposive sampling and targeted at participants with a demographic and personal background within the research subject. This is an interpretive approach (Silverman, 2016) which is proved suitable for this study as current problems have not yet been clearly defined. This approach adapts to an interpretivist theoretical perspective (Creswell, 2014) which enables the researcher to investigate and gain a perception into the subjective reality within the social phenomena (Dudovskiy, 2018). This has been identified as an appropriate method of exploring and finding new information that can expand previous research on this subject (De Villers, 2012). 
Secondly, a questionnaire will be used as another primary data collection method as this will give a positivist approach which will enable the study to be replication to other researchers and there is not a need to be based on evidence (De Villers, 2012). This questionnaire a quantitative approach will allow the collection of data to effectively evaluate the research question posed (Sahay, 2016). The sample population for this questionnaire will be randomly selected. 
Therefore, the chosen paradigms have led to an inductive and deductive approach (Trochim, 2006). This research will require participants perspectives to be analysed using qualitative and quantitative research which the researcher will then triangulate as the strategy of combining a mixed method approach. Grix (2004, p. 135) defines triangulation as ‘a process in which the researcher uses two or more research methods to investigate the same phenomenon’. 

[bookmark: _Toc529912014][bookmark: _Hlk529902048]2.4 Data Analysis
The qualitative data collected from the semi-structured interviews will firstly, be Tran scripted and then analysed to look for any common themes, current trends or patterns.
To analyse the quantitative data collected from the online questionnaire will be of a numerical form and the researcher will use SSPS and statistical analysis of the quantitative closed questions using a Likert scale. The open-ended questions will be analysed using a thematic approach to seek out any common themes, trends or patterns. 
Using both qualitative and quantitative primary data then enables the researcher to triangulate the combination of methodologies in the study.  





[bookmark: _Toc529912015]2.4 Limitations 
Firstly, one major limitation within this dissertation is the amount of time needed to access essential resources and to collect primary research and analyse the data. To minimise this limitation, the researcher has provided a Gantt chart which will also improve the management of time.
Secondly, another limitation is the measurement of validity in evaluating secondary data as it might fail to provide any valid answers or meet any objectives within the research (Saunders, et al., 2009).
Thirdly another limitation the researcher could encounter is that the intended participants may not want to participant in the interviews or take part in an online questionnaire. 

[bookmark: _Toc529912016]2.5 Ethical Risks
The research that will be conducted should not raise any concern with ethical risk due to all the participation being voluntary and over the age of eighteen. The survey will only be intended for participants who have a professional career in accounting or involved with an SME. Participants can withdraw at any stage if they wish too. However, all the data that does get collected will be confidential and all participants will be kept anonymous. The data collected will be saved correctly and password protected.

[bookmark: _Toc529912017]2.6 Validity and Reliability of Data
The reliability and validity of secondary data needs to be selected by the researcher carefully and assess is the data is a creditable, valid and reliable source to ensure it is accurate with the aims and objectives of the research explains (Saunders, et al., 2009).
To ensure validity and reliability of the primary data collected in the questionnaire the researcher will undertake a pilot study as it is essential the primary research to adopt the principles of reliability and validity (Saunders, et al., 2016). Triangulation is also another technique to ensure more reliability in the primary data and can minimise the chances of any biased findings as the data can be observed from different angles and thus will give more accurate findings and conclusions (Grix, 2004).
[bookmark: _Toc529912018]3. Resources and Planning
Resources and planning are essential to meet the aim and objectives of any research (McNeill & Chapman, 2005). To meet the aim and objectives of the research several resources will be used to get a wider understanding of the research area as (Bryman & Bell, 2007) suggests that all research is restricted by time and resources. To ensure this dissertation is successful planning is a major element within this research study. 

[bookmark: _Toc529912019]3.1 Resources
The researcher intends to collect secondary data on the chosen subject to gain and develop a wider understanding around the areas related to the dissertation. The researcher intends to use several books obtained via the university’s library.
 The researcher will also have access to the university’s online library, newspaper articles, academic peer reviewed journals and online resources using the internet. The researcher will collect the primary data using an online survey and conduct interviews. 


[bookmark: _Toc529912020]3.2 Gantt Chart
To reduce any limitations with regards to the time constraints on the research study the researcher has produced a Gantt Chart as (Saunders, et al., 2016) recommend this as a tool as it is useful for the planning process and it sets out a realistic approach to ensure the research tasks are met.
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