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Abstract: The increasing disparity in audit fees, which represent significant expenses 

for financial service firms, with rising skepticism regarding the value and quality of 

audits, underscores the need to examine the effect of firm-specific attributes on audit 

fees. This study investigates how firm size, board size, firm profitability, and firm 

leverage influence audit fees among financial service firms in Nigeria. Secondary data 

were collected from a purposive sample of 15 firms listed on the Nigerian Exchange 

Group over the 2013–2023 period, comprising 165 firm-year observations. Utilizing 

descriptive statistics, correlation analysis, the Levin et al., unit root test for data 

stationarity, and a Panel Least Square Regression Model, the study found that firm size 

and profitability positively and significantly affect audit fees, while board size and 

leverage do not have a significant effect. These results suggest that larger and more 

profitable firms encounter greater audit complexity. The study recommends that 

managers of large and profitable firms enhance internal controls and risk management 

practices to maintain audit quality with sustainable fee levels. Additionally, 

policymakers can use these insights to refine governance guidelines within Nigeria’s 

financial services sector. These findings add to the scarce empirical research on audit 

fee determinants in Nigeria and provide actionable insights for managers, auditors, 

and policymakers 

Keywords: audit fees, firms’ attributes, Nigerian financial services, agency and growth 

of the fitters’ theories 

 

INTRODUCTION 

 

High-quality financial reporting is a cornerstone of contemporary accounting, with 

public accountants playing a pivotal role in ensuring stakeholders, including investors, 
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creditors, and regulators; have access to reliable and accurate audited reports. These 

reports provide crucial indicators such as profitability, liquidity, and financial stability, 

enabling informed decisions on resource allocation, investment, credit evaluation, and 

tax management (IASB, 2018; Rahmatika & Afiah, 2014). Trust in financial markets 

depends heavily on transparent and dependable representations of a firm's financial 

position, reinforcing the role of audits in fostering accountability and market 

confidence. 

 

Audit fees, which represent the remuneration paid to auditors for their services, are a 

critical component of corporate financial management. They reflect the scope, 

complexity, and perceived risk of audit engagements, especially in the highly regulated 

financial services sector like Nigeria. Institutions such as banks, insurance companies, 

and mortgage firms play vital economic roles by allocating capital, managing risks, and 

driving growth, making transparency and thorough auditing essential to their operations 

(Arens et al., 2012). However, while higher audit fees can enhance audit quality by 

allocating more resources to rigorous reviews, they also raise concerns about auditor 

independence, as seen in cases like the Enron scandal (Schilit & Perler, 2010; Penland, 

2000). Thus, determining audit fees that balance quality and independence remains a 

pressing challenge. 

 

The determinants of audit fees, including firm size, board structure, profitability, and 

risk profiles, significantly shape the scope and complexity of audits (Kikhia, 2015; 

kajola, 2021; Simunic, 1980). Larger boards often require more extensive oversight, 

while factors like board independence and expertise can mitigate information 

asymmetry and reduce audit demands (Martinez & Moraes, 2024; Izzani & Khafid, 

2022). Additionally, systemic issues in the financial services sector, such as non-

performing loans, liquidity constraints, and capital adequacy concerns, necessitate 

greater audit effort and costs (Abubakar, 2013). Regulatory reforms in Nigeria, led by 

the Central Bank of Nigeria (CBN) and the Nigerian Exchange Group, have amplified 

scrutiny of this sector, characterized by large firm sizes, complex operations, and 

diverse risk profiles. Despite the systemic importance of the sector, limited empirical 

research exists on how firm attributes causally influence audit fees in Nigerian financial 

service firms (Kajola et al., 2022; Olutokunbo et al., 2020; Fields et al., 2004). 

 

Statement of the Problem 

The wide variability in audit fees among financial service firms underscores the need 

to understand the factors driving these disparities. As audit fees represent a significant 

expense, determining the key drivers of these costs is essential, especially in sub-

Saharan Africa, where skepticism surrounds audit pricing due to its intangible nature 

and wide fee disparities across sectors (El-Gammal, 2012). Nigerian financial service 

firms, characterized by complex operations, extensive branch networks, large boards, 

and substantial profits, are among those with the highest audit fees (Abubakar, 2013). 

Despite engaging "Big Four" audit firms reputed for higher quality audits (El-Gammal 

& Gharzeddine, 2020), financial distress and failures within the sector persist, raising 
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concerns about the effectiveness of audits and the value derived from the high fees paid 

(Kajola et al., 2022; Olutokunbo, 2020). 

 

In addition to distress, firms face challenges such as high underwriting risks, strict 

regulatory compliance, liquidity constraints, operational risks, and non-performing 

loans, all of which demand greater audit effort and cost (Abubakar, 2013; Apadore & 

Letchumanan, 2016). These challenges have fueled debates about the justification and 

quality of audit fees in the sector. Given these concerns, this study investigates how 

firm attributes, specifically firm size, board size, firm profitability, and firm leverage; 

affect audit fees of financial service firms in Nigeria. The findings aim to contribute 

empirical evidence to the discourse on audit pricing and quality, providing insights for 

corporate governance, regulatory policies, and future audit practices. 

 

Objectives of the study 

The main objective of this study is to determine the effect of firm attributes on audit 

fees of financial service firms in Nigeria. Specifically, the study seeks to: 

  

1. Ascertain the effect of firm size on the audit fees of financial service firms in 

Nigeria; 

 

2. Examine the effect of board size on the audit fees of financial service firms in 

Nigeria; 

 

3. Assess the effect of firm profitability on the audit fees of financial service firms 

in Nigeria. 

 

4. Evaluate the effect of firm leverage on the audit fees of financial service firms 

in Nigeria. 

 

Hypotheses of the Study 

The following null hypotheses was formulated to address the research questions in the 

study: 

 

H01:  Firm size does not significantly affect audit fees of financial service 

firms in Nigeria. 

 

H02:  Board size does not significantly affect audit fees of financial service 

firms in Nigeria. 

 

H03:  Firm profitability does not significantly affect audit fees of financial 

service firms in Nigeria. 

 

H04:  Firm leverage does not significantly affect audit fees of financial service 

firms in Nigeria. 
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Scope of the Study 

This study investigates the effect of firm attributes on audit fees among financial service 

firms listed on the Nigeria Exchange Group from 2013 to 2023. The independent 

variables are firm size, board size, firm leverage, and firm profitability, while audit fees 

serve as the dependent variable. Using the Panel Least Squares Regression Model, the 

analysis focuses on a sample of 15 financial service firms selected from the Nigeria 

Exchange Group during the study period to assess how these firm-specific attributes 

influence audit fees. 

LITERATURE REVIEW 

 

Conceptual Review 

This study examined the effect of firm-specific attributes, proxied by firm size, board 

size, firm profitability, and firm leverage, on audit fees (the dependent variable). The 

conceptual model for this research is illustrated in Figure 2.1: 

 

 
Firms’ Attributes 

Firm attributes are distinctive financial characteristics (e.g., asset utilization, liquidity 

indicators, profitability measures, leverage indicators, capital structure) and non-

financial characteristics (e.g., corporate governance, operational efficiency, risk 

management framework, regulatory/legal framework, technological capabilities) that 

define a company’s operations, strategic direction, and market position. These attributes 

shape stakeholder judgments regarding the firm’s stability, growth potential, and risk 

level. According to Rabiu (2021), firm attributes encompass variables that signal a 

company's performance and prospects to stakeholders, remain relatively stable over 

time, and affect both internal and external corporate decisions. 
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Building on Simunic's (1980) foundational work on audit service pricing, extensive 

research has affirmed that firm-specific characteristics significantly influence audit fee 

determination. Key attributes such as industry classification, firm size, corporate 

governance practices, financial performance metrics, operational complexity, 

ownership structure, risk profile, and the strength of internal controls have been 

identified as drivers of audit costs (Santhosh & Ganesh, 2020; Apadore & 

Letchumanan, 2016; Urhoghide & Izedonmi, 2015). These attributes reflect not only 

the scale and complexity of a firm’s operations but also dictate the scope of audit effort 

required to assess financial accuracy and compliance. In line with these studies, the 

selected firm attributes for this research are firm size, board size, firm leverage, and 

firm profitability. 

 

Firm Size 

Bennedsen and Nielsen (2010) opined, firm size, indicated by the total assets owned by 

a company, reflects a greater capacity for enhancing firm value and diversifying 

operations. Larger firms often possess multiple subsidiaries, diversified activities, and 

substantial asset bases, necessitating more audit hours and larger audit teams to ensure 

financial scrutiny and compliance with heightened regulatory standards. These factors 

increase audit workloads, as complexity, transaction volumes, and operational scope 

expand with firm size (Uwuigbe et al., 2015). Olawale et al. (2017) argue that larger 

firms are typically more diversified, better managed, and exhibit greater risk tolerance, 

while smaller firms may face challenges like information asymmetry, often resulting in 

poorer performance. 

 

Audit fees consistently rise with firm size due to elevated audit risk and effort (Silva et 

al., 2020). Larger firms demand extensive audit procedures to address complexities and 

mitigate information asymmetry, leading to higher fees (Almeida & Silva, 2020). 

Wilson (2003) confirms this positive correlation, observing that large energy firms pay 

more for audits than smaller ones. Silva et al. (2020) and Almeida and Silva (2020) 

further highlight that higher transaction volumes and the need for detailed analysis in 

large corporations drive proportional increases in audit costs. Thus, firm size remains a 

significant determinant of audit fees across industries. 

 

Board Size 

Nguyen et al. (2016) define board size as the total number of directors, including both 

external and executive members, serving at a given time. Boards fulfill two key 

functions: monitoring the company and advising management (Kajola et al., 2022). As 

a corporate governance mechanism, board size significantly impacts a firm’s strategic 

decisions and audit fee structures. Larger boards bring diverse expertise, enabling better 

oversight of financial reporting and risk management but may also increase audit 

complexity and fees due to enhanced scrutiny (Enoidem et al., 2023; Abubakar et al., 

2023). However, excessively large boards can hinder decision-making efficiency, 

reduce accountability, and heighten firm risk. Koufopoulos et al. (2020) note that while 

larger boards enhance monitoring and access to resources, they may also suffer from 

inefficiencies, slower strategic actions, and coordination issues. 
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Finding the ideal board size requires weighing the skills and expertise directors bring 

against the potential drawbacks of larger boards. Smaller boards promote agility and 

quicker decision-making but may lack diverse perspectives, while larger boards support 

specialized committees and workload distribution but face challenges like groupthink 

and logistical inefficiencies (Farnham, 2022; Babs, 2023). Stephen (2024) emphasizes 

that there is no universal consensus on optimal board size, as it depends on factors such 

as the firm’s developmental stage and skills requirements. Farnham (2022) suggests 

that boards with over ten directors may face higher costs and reduced effectiveness, 

likening their management to "crowd control." Thus, balancing diversity, 

independence, and organizational needs is essential to determine the most effective 

board composition. 

 

Firm Profitability 

Huri and Syofyan (2019) define profitability as an entity’s ability to generate profit 

from its operational activities within a specific period. Profitability reflects a firm’s 

capacity to achieve both short-term and long-term objectives (Chibueze et al., 2024), 

with metrics such as profit for the year, return on assets (ROA), return on equity (ROE), 

and net profit margin being critical in determining audit fees. Nasution (2020) explains 

that higher profitability often results in increased audit fees, as auditors must allocate 

greater resources to ensure accurate and thorough financial reporting. This includes 

addressing heightened compliance and transparency risks associated with financially 

stable firms. Firms with strong earnings also attract greater regulatory scrutiny, 

necessitating more extensive audit procedures to verify compliance with financial 

reporting standards. Musah (2017) describes profitability as a primary indicator of 

operational efficiency, noting that profitable firms often disclose more information to 

showcase achievements, reduce agency costs, and justify higher management 

compensation. Baldacchino et al. (2014); Ubokudom et al. (2024) similarly point out 

that highly profitable firms incur larger audit fees due to the increased effort required 

to validate revenues and costs. 

 

Alhadisa and Yusrianti (2024) observe that management in profitable firms often aims 

to present favourable financial reports to shareholders, prompting auditors to closely 

scrutinize disclosed figures. As profitability rises, the demand for more extensive audit 

evidence and time increases, driving up associated fees. Dekeyser et al. (2019) note that 

well-compensated management teams in profitable firms may seek to justify their 

competence through detailed disclosures, intensifying auditing requirements. 

Kanakriyah (2020) confirms a positive relationship between profitability and audit fees, 

stating that high-profit firms incur higher fees due to the extended time and effort 

needed to test audit evidence. Similarly, Hassan and Naser (2013) find that in non-

financial firms, greater profitability correlates with higher audit fees. Joshi and Al-

Bastaki (2000) further establish that higher earnings result in more rigorous testing of 

management assertions, leading to increased audit fees. These findings highlight 

profitability as a significant determinant of audit costs across various industries. 
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Firm Leverage 

In financial services sector, especially banks and insurance companies, leverage often 

amplifies credit, loan, liquidity, and operational risks as it serves a dual function. It 

enhances a firm's ability to fund operations and expand through borrowed funds while 

increasing exposure to risks like credit defaults, loan non-performance, liquidity 

constraints, and operational vulnerabilities (Onyenwe & Glory, 2017). High leverage 

can increase credit and loan risks by expanding obligations to creditors, raising 

concerns about defaults and non-performing assets (Harvey et al., 2004). Excessive 

reliance on borrowing may also exacerbate liquidity risk, where unexpected cash 

withdrawals or refinancing challenges strain cash flow and jeopardize stability (Alves, 

2021; Al-Najjar & Kilincarslan, 2019). These vulnerabilities often require rigorous 

audit procedures to evaluate loss provisions, regulatory compliance, and internal 

controls, resulting in higher audit costs (Cho et al., 2019). Equally, moderate leverage, 

when coupled with strict debt covenants, can serve as a governance mechanism by 

promoting prudent risk management and external monitoring (Grossman & Hart, 1982). 

 

An optimal balance between debt and equity is critical for managing risk exposure and 

ensuring financial stability, particularly in Nigerian financial service firms. Substantial 

leverage often leads to increased auditor scrutiny of complex loan portfolios and off-

balance-sheet items, driving higher audit fees (Griffin et al., 2010). However, excessive 

reliance on equity may limit growth opportunities. Jang and Park (2011) highlight that 

while high leverage necessitates enhanced audit vigilance and raises costs, it may also 

encourage stronger risk controls and transparent reporting. A well-structured capital 

management strategy aligning with regulatory frameworks, robust risk management, 

and transparency is essential for optimizing operational efficiency, sustaining growth, 

and enhancing stakeholder confidence. Such strategies not only balance audit costs but 

also position firms for long-term success 

 

Audit Fee 

Abdul-Rahman et al. (2017) define audit fees as the remuneration paid to external 

auditors, influenced by audit risk, task complexity, and client firm cost structure. Xin 

(2020) adds that audit fees reflect compensation for professional services, determined 

by the specific audit tasks performed. In Nigeria, audit fees also account for compliance 

with the Companies and Allied Matters Act (CAMA, 2020 as amended), varying with 

complexity, risk, and required expertise. Morris and Dunne (2008) note that fees 

correlate with time spent and service value, while Kikhia (2015) highlights that fee are 

negotiated before audits, factoring in time, service scope, and staff requirements (Willy, 

2016; IAPI, 2016, as cited by Mulyadi & Narsa, 2020). Abubakar et al. (2023) 

emphasize that audit fees are dynamic, changing with assignment complexity and cost 

structures. 

 

From a financial reporting standpoint, audit fees are shaped by a firm’s financial 

characteristics and performance (FRC, 2020; ICAN, 2020). The Financial Reporting 

Council Audit Regulations (2020) and ICAN guidelines stress that fees should be fair, 

reasonable, and aligned with audit scope and risk. Transparent practices are 
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recommended to prevent undercutting and ensure quality (ICAN, 2020). Legenzova 

and Lialkaitė (2023) assert that audit fees enhance financial transparency and market 

trust, with higher fees often reflecting greater audit effort and quality (Rajgopal et al., 

2021). However, excessive fees may compromise auditor independence due to client 

ties. Key determinants include firm size, complexity, profitability, and risk (Santhosh 

& Ganesh, 2020), with complex corporate structures requiring additional resources 

(Urhoghide & Izedonmi, 2015). Profitability, size, and client risk are significant drivers 

of fees (El-Gammal, 2012; Apadore & Letchumanan, 2016; Akpan et al., 2024). 

 

Theoretical Framework 

The study primarily adopted two theories related to governance and auditing practice. 

The theories reviewed are: Agency Theory (Jensen & Meckling, 1976), and The Growth 

of the fitter theory (Alchian, 1950) aligning with the main objective of the study.  

 

Agency Theory – as opined by Jensen and Meckling (1976) 

Agency theory, proposed by Ross (1973) and expanded by Jensen and Meckling (1976), 

examines the relationship between principals (owners) and agents (managers), 

highlighting conflicts of interest when agents prioritize personal goals over principals' 

interests. Jensen and Meckling introduced the concept of agency costs, which include 

monitoring expenses, bonding costs, and residual losses incurred in aligning agent 

actions with principal goals. This theory provides a framework for understanding audit 

cost variability, especially in firms with high agency conflicts. Larger or complex firms 

incur higher agency costs, necessitating independent audits to monitor agent behaviour 

and protect shareholder interests. For example, in Nigerian financial service firms, 

larger boards and intricate structures demand rigorous audits to mitigate agency risks 

and ensure financial transparency, explaining the higher audit fees in such scenarios. 

 

The Growth of the Fitter Theory – Armen Albert Alchian (1950) 

Alchian's Growth of the Fitter Theory (1950) links firm profitability and performance 

to market survival, asserting that profitable and adaptable firms are better positioned 

for long-term success. Profitability signals efficient resource allocation and competitive 

strength, enabling firms to invest in governance mechanisms like robust audits. Non-

profitable firms, conversely, face challenges in maintaining standards, often risking 

market exit. The theory explains why profitable firms incur higher audit fees due to 

their operational complexity and larger asset bases, requiring comprehensive audits to 

ensure accurate reporting and compliance. Additionally, profitable firms view audit 

fees as an investment to signal governance quality and financial health, reinforcing the 

link between profitability and audit pricing. This theory aligns with research on firm 

attributes like profitability and leverage in influencing audit fees. 

 

2.3 Empirical Review 

Akosu et al. (2024) analyzed the determinants of audit fees for listed manufacturing 

companies in Nigeria, using data from 30 firms out of 48 listed on the Nigeria Exchange 

Group between 2018 and 2022. Factors such as client size, client complexity, audit firm 

size, audit tenure, and profitability were examined through linear regression and 
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correlation analysis. The findings revealed that client size significantly influences audit 

fees, while other variables did not exhibit a meaningful impact. Similarly, Andika et al. 

(2024), studying 88 consumer goods manufacturing firms listed on the Indonesia Stock 

Exchange during 2019–2022, found a positive and significant relationship between firm 

size (measured by total assets) and audit fees. In contrast, audit complexity, despite 

having a positive association with fees, lacked statistical significance. These results 

suggest that larger firms incur higher audit fees due to their scale and associated 

auditing demands, while audit complexity’s influence appears limited in certain sectors. 

 

Martinez and Moraes (2024) extended this analysis to Brazil’s basic infrastructure 

sector, using panel data from 31 companies listed on B3 between 2011 and 2022. Their 

findings confirmed that company size and engagement with Big Four auditors are 

positively associated with higher audit fees, while strong corporate governance 

practices and financial restatements also influence fees. Wahyuni et al. (2024) echoed 

these findings, emphasizing that firm-specific attributes like size, complexity, and 

financial performance are critical determinants of audit fees. Regulatory and market 

dynamics further affect fees, with higher fees reflecting the additional effort required 

for larger, more complex audits. Similarly, Bunget and Lungu (2023) examined data 

from 27 firms on the Bucharest Stock Exchange during 2017–2021 and found that total 

assets and turnover positively influenced audit fees, while market capitalization did not. 

Indriasih et al. (2023), focusing on Indonesian trading and service firms, confirmed that 

company size and debt risk positively affect audit fees, highlighting the relevance of 

total assets and financial risks in shaping audit costs. Conversely, audit complexity and 

audit risk showed no significant effect, likely due to independent auditing practices 

among subsidiaries and other mitigating factors. 

 

Musa (2023) examined 53 listed financial service firms in Nigeria from 2007 to 2020 

and found that board size and gender diversity positively influenced audit fees, while 

board diligence had a significant negative effect. Similarly, Musa et al. (2021) 

highlighted that higher female board representation increases audit fees, while frequent 

board meetings, ideally at least four per year, reduce fees by enhancing governance and 

minimizing audit risks. Rizal and Sarundayang (2023) studied 60 consumer goods firms 

in Indonesia (2019–2022) and concluded that board size and independence significantly 

impacted audit fees, whereas company size, public accounting firm size, and company 

risk had no significant influence. These findings emphasize the critical role of board 

characteristics in shaping audit fee structures across sectors. 

 

Kajola et al. (2022) analyzed Nigerian banks (2006–2020) and found that board 

independence, bank size, and leverage positively influenced audit fees, while joint 

audits had a negative effect. However, profitability, audit tenure, and board size were 

not significant determinants. Similarly, Lasriyani et al. (2022) studied Indonesian 

technology firms (2016–2020), revealing that the composition of boards of directors 

and commissioners significantly increased audit fees, while audit committee 

composition and company size had insignificant effects. These results suggest that 

while larger boards and stronger governance structures drive higher audit fees, other 
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governance elements may have limited or varying impacts depending on the sector and 

regional context 

 

Alhadisa and Yusrianti (2024) investigated the effects of profitability, company risk, 

audit report lag, and CEO gender on audit fees for 75 non-financial companies listed 

on the Indonesia Stock Exchange from 2018 to 2021. Using panel data analysis and 

paired sample t-tests, the study found that audit report lag significantly increased audit 

fees, while profitability, company risk, and CEO gender had no notable impact. 

Notably, profitability and audit report lag showed significant changes before and during 

the COVID-19 pandemic, but audit fees, company risk, and CEO gender remained 

stable over the periods. These findings suggest that while audit delays drive audit fees 

upward, profitability does not significantly influence fee structures in non-financial 

firms during normal or crisis conditions. 

 

Similarly, Ogiriki and Erebi (2024) examined audit fee determinants in Nigerian 

consumer goods companies using data from 2012 to 2022. The results revealed that 

firm size and profitability, particularly measured by return on assets, significantly 

influenced audit fees, while firm age had no effect. Rimet and Syakirin (2024) extended 

this inquiry to Indonesia's food and beverage sector, analyzing data from 15 firms over 

45 observations during 2020–2022. They found that company complexity and board 

composition significantly impacted audit fees, whereas profitability and company risk 

did not. In European mining companies, Mamcarczyk et al. (2023) identified audit fee 

determinants using data from 62 firms in 2019. Findings indicated that profitability, 

auditee size, auditor type (Big Four vs. non-Big Four), and the number of disclosed 

KAMs significantly influenced audit fees, with variations also driven by the stringency 

of a country’s reporting and auditing standards. These results underscore the varying 

roles of profitability and firm-specific characteristics in shaping audit fees across 

sectors and regions. 

 

Empirical research examining the relationship between firm leverage and audit fees has 

produced varied results, reflecting the diverse risk dynamics and regulatory frameworks 

in the financial services sector. Several studies suggest a negative relationship, 

highlighting specific contexts where higher leverage coincides with lower audit fees. 

For example, Ahmed et al. (2018) and Hallak and Silva (2012) report that heightened 

leverage may lead to reduced audit risk due to strict debt covenants or increased 

monitoring by creditors, which could lower the scope of auditors’ perceived 

responsibilities. These findings suggest that robust external oversight associated with 

high leverage might mitigate risks and reduce the demand for extensive audit 

procedures. 

 

Equally, other studies establish a positive association, indicating that leverage often 

intensifies financial risk, leading auditors to demand higher fees as compensation for 

the increased complexity. Causholli et al. (2011) and Zaman et al. (2011) argue that the 

heightened risk of default and liquidity constraints associated with high leverage 

necessitate more rigorous audit procedures, thereby raising fees. Similarly, Masoodul 
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et al. (2014) and Imeni and Daryaei (2020) identify a significant positive link between 

leverage and audit fees, emphasizing that auditor’s factor in leverage-related 

uncertainties when determining fees. Barua et al. (2019) further illustrate that highly 

leveraged firms require intricate evaluation processes, with distinctions in operating 

liability leverage and contractual liability leverage affecting audit fee structures 

differently. Their findings reveal that estimated operating liability leverage imposes 

greater demands on auditors due to its broader uncertainties, driving up fees. 

 

METHODOLOGY 

 

Research Design 

The study adopted an ex-post facto research design, utilizing existing data without 

researcher manipulation or intervention, making it well-suited for archival (historical) 

data analysis and effective for examining the relationship between firm attributes and 

audit fees. Secondary data were sourced from the annual reports of selected financial 

service firms, ensuring cost-effectiveness, time efficiency, and reliability due to the use 

of audited historical records. Multiple analytical techniques were employed to achieve 

the research objectives. Descriptive statistics summarized central tendencies (mean, 

median) and dispersion (standard deviation) for key variables such as audit fees, firm 

size, board size, firm profitability, and firm leverage. Additionally, Pearson’s 

Correlation Matrix was used to evaluate the strength and direction of pairwise 

relationships, facilitating the identification of potential multicollinearity among 

explanatory variables. To prevent spurious regression results, stationarity tests were 

conducted using the Levin et al. (2002) method. Relationships between the independent 

variables (firm attributes) and the dependent variable (audit fees) were analyzed using 

a Panel Least Squares Regression Model, which accounted for both cross-sectional and 

time-series variations. 

 

A combination of purposive and proportionate sampling techniques was employed to 

select 15 firms from the population of 45 financial service firms listed on the Nigerian 

Exchange Group. Table 3.1 outlines the population selection from sectors and the 

corresponding proportion firms selected. The selection strategy ensured that at least one 

firm was selected from each sub-sector having five or fewer firms, while five firms 

were selected from any sub-sector with more than twenty firms. This ensures 

proportionate representation across the financial services sub-sectors. Asset 

management and investment companies were excluded due to unavailable audited 

financial data. 
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Table 3.1 Population Distribution and Sample Size Selection 

S/N Sector Firms  Proportion 

1 Commercial Banks 12  5 

2 Mortgage Banks 3  2 

3 Savings and Loans 2  1 

4 Microfinance Banks 1  1 

5 Insurance Companies 22  5 

6 Financial Holdings/Exchange Group 2  1 

7 Asset Management and Investment Companies 3  - 

Total  45  15 

Source: Researcher’s compilation (2024) 

 

 

Model Specification 

Drawing on Simunic’s (1980) audit pricing model, which posits that audit fees respond 

to audit effort and client-specific risks, this study adopts the Panel Least Square 

Regression to accommodate firm-level heterogeneity over time (2013-2023). The 

logarithm of audit fees (ADFS) serves as the dependent variable to normalize the 

typically skewed distribution of fee data. Key independent variables capture firm-

specific attributes (firm size, board size, firm profitability, and firm leverage). The 

model is specified as: 

 

ADFSit = β0 + β1LogFRSZit + β2LogBDSZit + β3Log FPRFit + β4FLVRit + ϵit     

 

Where: 

LogADFSit  =  Natural log of Audit Fees for firm i at time t 

LogFRZEit  = Natural log of Firm Size (total assets) 

LogBDSZit   = Log of Board Size (number of directors) 

LogFPRFit  =  Log of Firm Profitability (profit for the year) 

FLVRit  = Firm Leverage (Debt/Equity ratio) 

β0   = Intercept 

β1−β4    =  Coeff. representing the strength and direction of 

the relationships    

ϵ    =  Error term (stochastic disturbance) 

i   =  Firm-specific identifier (cross-section) 

t    =  Time period (2013–2023) 

 

Measurement of Variables 

Firm size (FRSZ) is measured by the total assets of the firm, which are transformed into 

natural logarithms (Log(FRSZ)) to ensure normality in the data. Board size (BDSZ) 

captures the firm’s governance structure and is represented by the total number of 

directors at the financial year-end, also expressed in logarithmic form (Log(BDSZ)). 
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Firm profitability (FPRF) is measured as the profit for the year and is log-transformed 

(Log(FPRF)) to address distribution skewness and enhance interpretability. Firm 

leverage (FLVR) is calculated as the ratio of total debt to total equity, providing insight 

into the firm’s reliance on borrowed funds. Audit fees (ADFS) are represented as the 

natural logarithm of the total fees paid to external auditors (Log(ADFS)), which not 

only addresses skewness in the data but also facilitates the interpretation of coefficients 

in the analysis. 

 

Operationalization 

Operationalization involves translation of abstract theoretical concepts into specific, 

measurable, and observable forms which can be empirically assessed and analyzed 

within the study context. 

 

Table 3.3: Operationalization of Variables 

Category Variable Symbol Measurement Source 
Apriori 

Expectation 

Independent 

Variables 
Firm Size 

Log 

(FRSZ) 

Natural logarithm 

of total assets, as 

disclosed in the 

financial 

statements. 

Monye-Emina 

and Jeroh 

(2022) 

(+) 

 Board Size 
Log 

(BDSZ) 

Total number of 

directors serving 

on a firm's board. 

Kajola et al. 

(2022) 
(-) 

 Firm 

Profitability 

Log 

(FPRF) 

Natural logarithm 

of total profit for 

the year, as 

disclosed in the 

financial 

statements. 

Santhosh and 

Ganesh (2020) 
(+) 

 Firm 

Leverage 
(FLVR) 

Debt-to-equity 

ratio, calculated as 

Total Debt / Total 

Equity. 

Legenzova and 

Lialkaitė 

(2023) 

(+) 

Dependent 

Variable 
Audit Fees 

Log 

(ADFS) 

Natural logarithm 

of total audit fees 

paid by the firm to 

external auditors, 

as disclosed in the 

financial 

statements. 

Legenzova and 

Lialkaitė 

(2023) 

 

Source: Author’s operationalization (2024) 
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ANALYSIS AND RESULTS  

 

Descriptive Statistics 

This subsection summarizes the distribution and central tendencies of the study’s key 

variables. 

 

Table 4.1 Descriptive Statistics 

 ADFS FRSZ BDSZ FPRF FLVR 

 Mean  261.8232  2152801.  10.81098  41077.01  0.854756 

 Median  30.00000  43161.00  10.00000  1330.500  0.480000 

 Maximum  2699.000  26457042  22.00000  676909.0  12.16000 

 Minimum  1.000000  864.0000  4.000000 -4302.000  0.000000 

 Std. Dev.  470.5791  4206969.  3.885746  100198.5  1.473913 

 Skewness  2.625841  2.912786  0.763125  4.347114  5.201735 

 Kurtosis  11.14720  13.21077  3.053763  25.16216  36.37982 

      

 Jarque-Bera  642.0400  944.3471  15.93756  3872.799  8353.369 

 Probability  0.000000  0.000000  0.000346  0.000000  0.000000 

      

 Sum  42939.00  3.53E+08  1773.000  6736630.  140.1800 

 Sum Sq. 

Dev.  36095482  2.88E+15  2461.140  1.64E+12  354.1045 

      

 Observatio

ns  165  165  165  165  165 

Source: Author’s computation (2024). 

 

Table 4.1 presents the descriptive statistics for variables, reveal substantial variability 

among key variables influencing audit fees (ADFS) in Nigerian financial service firms. 

Audit fees range from 1.00 to 2,699.00, with a mean of 261.82 and a median of 30.00, 

indicating a positively skewed distribution driven by a few firms with exceptionally 

high fees. Firm size (FZE) exhibits significant disparity, ranging from 864.00 to 

26,457,042, with a mean of 2,152,801, reflecting the inclusion of both small and large 

firms. Board size (BDSZ) is relatively symmetric, with a mean of 10.81 and a range of 

4.00 to 22.00, while firm profitability (FPRF) ranges from losses of -4,302.00 to profits 

of 676,909.00, with a mean of 41,077.01, indicating substantial performance 

differences. Firm leverage (FLVR) shows a mean of 0.85 and a maximum of 12.16, 

highlighting significant variability in debt reliance. To assess normality, Jarque-Bera 

Statistics, Skewness, and Kurtosis tests were conducted. Each variable’s kurtosis 

exceeded the conventional benchmark of 3, and their skewness values surpassed 1, 

except for BDSZ (below 1), indicating varying degrees of skewness. In all cases, the 

Jarque-Bera p-values were 0.000000, which is less than the 5% significance level. 
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Hence, the dataset is deemed to be normally distributed, allowing for reliable 

subsequent analyses. 

 

Pearson’s Correlation Analysis 

The correlation analysis evaluates the strength and direction of pairwise relationships 

among the variables. Table 4.2 displays the Pearson’s Correlation Matrix results. Each 

variable’s coefficient reflects how strongly it correlates with ADFS (the dependent 

variable) and with independent variables: 

 

 

Table 4.2: Pearson’s Correlation Matrix Analysis 

 

Variables ADFS  FRSZ BDSZ  FPRF  

FLV

R 

ADFS  1.000000     

 -      

FRSZ 0.943035 1.000000    

 0.0000 -     

BDSZ  0.553301 0.564341 1.000000   

 0.0491 0.0315 -   

FPRF  0.811801 0.918118 0.431557 1.000000  

 0.0159 0.0000 0.3243 -  

FLVR -0.22511 -0.013178 -0.023140 -0.24543 

1.000

00 

 0.9206 0.7097 0.7979 0.5986  - 

      
Source: Author’s computation (2024) 

 

The Pearson Correlation Matrix analysis reveals distinct relationships between the 

variables and audit fees (ADFS) in Nigerian financial service firms. Firm size (FRSZ) 

demonstrates a strong and positive relationship with audit fees, with a correlation 

coefficient of 0.943035, indicating that larger firms tend to incur higher audit fees due 

to increased operational complexity and audit scope. Similarly, board size (BDSZ) is 

positively correlated with audit fees, with a coefficient of 0.553301. This suggests that 

firms with larger boards, which may reflect more robust governance structures, tend to 

engage in audits of greater depth and cost. Firm profitability (FPRF) also exhibits a 

strong positive relationship with audit fees, as evidenced by a correlation coefficient of 

0.811801. This indicates that more profitable firms, often associated with higher 

financial reporting complexity, attract higher audit fees. Conversely, firm leverage 

(FLVR), shows a weak negative relationship with audit fees, with a correlation 

coefficient of -0.22511. This suggests that higher reliance on debt does not significantly 

drive audit costs and may reflect variations in how leverage impacts perceived audit 

risk. These correlations provide preliminary insights for a more detailed examination 

through panel regression analysis. 
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4.1.3 Unit Root Test - Levin, et al., (2002). 

The test verifies the stationarity of the panel dataset to prevent spurious regression 

results. This test originated from It assumes a common autoregressive coefficient across 

the panel but allows for individual-specific effects and heterogeneous error variances; 

designed to improve the power and reliability of unit root testing in panel data. 

 

 

Table 4.3: Levin, Lin & Chu t* Unit Root Test 

        

Method   

Statisti

c  Prob.**  

Levin, Lin & Chu t*  

 1.6043

2   0.0457  

        
** Probabilities are computed assuming asympotic normality  

Intermediate results on D(ADFS,2)     

Source: Author’s computation (2024) 

 

Table 4.3 presents the Levin, Lin & Chu t Unit Root Test*, conducted to check whether 

any variable contains a unit root. The result (p=0.0457) confirms stationarity at the 5% 

significance level when differenced twice (order of integration =I(2)). This finding 

ensures that the variables used are suitable for panel data regression, minimizing the 

likelihood of spurious or misleading outcomes. 

 

4.1.4 Panel Least Squares Regression Model (PLSRM) 

This PLSRM estimates the relationships between firm attributes and audit fees, 

controlling for cross-sectional and time-series variations. 

 

Table 4.4: Panel Least Square Regression Model 

Variable Coefficient Std. Error t-Statistic Prob.   

FRSZ 0.563423 0.030515 18.46375 0.0000 

BDSZ -0.100400 0.168816 -0.594731 0.5529 

FPRF 0.132547 0.025664 5.164638 0.0000 

FLVR 0.010093 0.028045 0.359874 0.7194 

C -3.596960 0.290592 -12.37804 0.0000 

R-squared 0.625706     Mean dependent var 3.909387 

Adjusted R-squared 0.623825     S.D. dependent var 1.904046 

S.E. of regression 0.525514     Akaike info criterion 1.581315 

Sum squared resid 43.63410     Schwarz criterion 1.676216 

Log likelihood -123.8772     Hannan-Quinn criter. 1.619844 

F-statistic 492.1685     Durbin-Watson stat 1.922861 

Prob(F-statistic) 0.000000    

Source: Author’s computation (2024) 
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Table 4.4 presents the results of the Panel Least Squares Regression Model for the 15 

selected financial service firms (165 observations). The Adjusted R² value of 0.623825 

indicates that approximately 62% of the variation in ADFS is explained by the 

independent variables firm size - FRSZ, board size - BDSZ, firm profitability - FPRF, 

and firm leverage FLVR; while the remaining 38% may arise from error terms or other 

unobserved factors. The Durbin-Watson statistic of 1.922861 lies close to 2, suggesting 

no severe autocorrelation issues in the residuals. Specifically, FRSZ (p=0.000) and 

FPRF (p=0.0000) both exert significant positive influences on ADFS, whereas BDSZ 

(p=0.5529) has a negative but non-significant effect, and FLVR (p=0.7194) shows no 

significant impact. The F-statistic of 492.1685 and its probability of 0.000000 confirm 

that the model is valid at the 1% significance level, reinforcing the robustness of these 

findings. 

 

Test of Hypotheses and Decisions 

The tests result of the hypotheses, as derived from the analysis presented in the Panel 

Least Square Regression Model in Table 4.3, confirm that firm size (FRZS) 

significantly affects audit fees, given its p-value of 0.0000, which is below the 0.05 

threshold.  This leads to the rejection of the null hypothesis, H01, for the alternative, 

indicating larger and more complexe firm incur higher audit fees. For H02, the p-value 

for board size (BDSZ) is 0.5529, which exceeds the 0.05 threshold, leading to the 

acceptance of the null hypothesis, implying that board size does not significantly 

influence audit fees. Firm profitability (FPRF), the p-value of 0.0000, is below the 

threshold of 0.05, resulting in the rejection of the null hypothesis for H03. This 

highlights that firms’ profitability significantly affect audit fees, with more profitable 

firms incurring higher audit fees. Equally, firm leverage (FLVR), with a p-value of 

0.7194 above 0.05 threshold, supports the null hypothesis for H04, suggesting that 

leverage does not significantly impact audit fees of financial service firms in Nigeria. 

 

DISCUSSION OF FINDINGS 

 

Firm Size and Audit Fees 

The results of hypothesis one show that Firm Size (FRZS) significantly and positively 

affects Audit Fees (ADFS) in Nigerian financial service firms, with a regression 

coefficient of 0.563423 and a p-value of 0.0000 (p < 0.05). The Correlation Matrix 

confirms a strong positive relationship between Firm Size and Audit Fees. These 

findings align with studies highlighting that larger firms incur higher audit fees due to 

their operational scale and resource demands (Ogiriki & Erebi, 2024; Larbi et al., 2024; 

Martinez & Moraes, 2024; Bunget & Lungu, 2023; Septiana & Santioso, 2023). 

Contrasting views include Rizal and Sarundayang (2023), who found no significant 

effect, and Monye-Emina and Jeroh (2022), who reported a negative association with 

abnormal audit fees. Agency Theory (Jensen & Meckling, 1976) attributes higher fees 

to increased principal-agent conflicts in larger firms, while Growth of the Fitter Theory 

(Alchian, 1950) links firm expansion to greater managerial and operational 

complexities, necessitating rigorous audits to maintain internal controls and risk 

management. 
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Board Size and Audit Fees 

The results from hypothesis two indicate that Board Size (BDSZ) has a non-significant 

effect on Audit Fees (ADFS) in Nigerian financial service firms, with a regression 

coefficient of -0.100400 and a p-value of 0.5229 (p > 0.05). While the Correlation 

Matrix shows a strong positive relationship, this discrepancy may stem from correlation 

capturing broad associations, whereas regression analysis accounts for other variables 

like profitability, leverage, and firm size. Although larger boards theoretically increase 

monitoring costs through broader expertise and diverse perspectives (Jensen & 

Meckling, 1976), their effect on audit fees may be mitigated by governance mechanisms 

like board independence, specialized committees, or strong internal controls 

(Oladipupo & Monye-Emina, 2016; Martinez & Moraes, 2024). Researchers argue that 

board quality factors, such as independence and expertise, often outweigh structural 

dimensions in shaping audit demands (Rimet & Syakirin, 2024). These findings 

underscore the complexity of governance structures, where board size alone does not 

directly determine audit fees but interacts with other firm attributes and regulatory 

factors. 

 

Firm Profitability and Audit Fees 

The results for Hypothesis Three reveal that Firm Profitability (FPRF) positively and 

significantly influences Audit Fees (ADFS) in Nigerian financial service firms, with a 

coefficient of 0.132547 and a p-value of 0.0000 (p < 0.05). The Correlation Matrix 

supports this, showing a strong positive relationship between profitability and audit 

fees. These findings align with the Growth of the Fitter Theory (Alchian, 1950), which 

suggests that profitable firms expand and require more rigorous audits to ensure reliable 

financial disclosures. Studies such as Musa et al. (2022), Mulyadi and Narsa (2020), 

and Saleh and Hassan (2020) confirm that firms with robust earnings face higher fees 

due to added complexity and audit effort. However, other researchers highlight 

contextual factors like governance or regulatory frameworks that can moderate this 

relationship (Rimet & Syakirin, 2024; Akosu et al., 2024; Septiana & Santioso, 2023). 

From an Agency Theory perspective (Jensen & Meckling, 1976), profitable firms may 

require increased external monitoring due to managers’ greater discretionary power. In 

Nigeria’s financial service sector, profitability consistently drives higher audit fees 

through the need for extensive procedures to ensure transparency and compliance. 

 

Firm Leverage and Audit Fees 

The results for Hypothesis Four show that Firm Leverage (FLVR) does not significantly 

influence Audit Fees (ADFS) among Nigerian financial service firms, with a p-value 

of 0.7194 (p > 0.05) and a Correlation Coefficient of -0.22511, indicating a weak 

negative relationship. These findings support the null hypothesis and suggest that 

leverage alone does not affect audit costs. While some studies argue that higher leverage 

increases financial risk and audit fees (Zaman et al., 2011; Masoodul et al., 2014), 

others contend that creditor oversight mitigates perceived risks (Ahmed et al., 2018). 

This study aligns with views that robust institutional monitoring and regulatory policies 

moderate leverage-related risks, reducing their impact on audit fees (Barua et al., 2019; 

Imeni & Daryaei, 2020). From an Agency Theory perspective, debt limits managerial 



European Journal of Accounting, Auditing and Finance Research 

Vol.13, No. 2, pp.,1-26, 2025 

Print ISSN: 2053-4086(Print), 

                                                                              Online ISSN: 2053-4094(Online) 

                     Website: https://www.eajournals.org/ 

           Publication of the European Centre for Research Training and Development-UK 

19 
 

discretion by restricting free cash flows (Jensen & Meckling, 1976). Meanwhile, 

Growth of the Fitter Theory (Alchian, 1950) suggests that leveraged with well-

governed firms can maintain "fitness," minimizing audit fee increases. Thus, the 

findings highlight the importance of governance and regulatory factors over leverage 

in shaping audit fees in Nigerian financial service firms. 

 

CONCLUSION, AND RECOMMENDATIONS 

 

The study examines the effect of firm attributes on audit fees among 15 Nigerian 

financial service firms, covering 165 observations over the 2013–2023 period. Using 

descriptive statistics, correlation analysis, and panel regression techniques, the study 

concludes that firm size and profitability are significant determinants of audit fees, 

while board size and leverage show no significant impact. These findings underscore 

the role of operational complexity and financial performance in shaping audit costs. 

The results align with theoretical perspectives such as Agency Theory, which links firm 

size and profitability to increased audit scrutiny, and Growth of the Fitters Theory, 

which highlights the added complexity of expanding operations. 

 

To enhance audit efficiency and manage costs, the study recommended that firms 

should optimize their operational scale and complexity by streamlining processes and 

strengthening internal controls to reduce audit costs without compromising efficiency. 

Balanced board composition is essential for effective governance, with optimal board 

sizes tailored to firm type, such as 10–11 members for commercial banks and 5–6 for 

microfinance banks, to improve oversight while controlling costs. Managers should 

adopt sustainable profitability strategies that minimize regulatory risks, reducing the 

need for intensive audit scrutiny. Additionally, firms with high debt levels should 

proactively implement robust governance and risk management frameworks to mitigate 

potential audit risks and associated costs. 

 

This study uniquely contributes to knowledge by establishing firm size and profitability 

as significant determinants of audit fees in Nigerian financial service firms, filling a 

critical gap in understanding audit fee dynamics within emerging markets; highlights 

the mitigating role of institutional and regulatory frameworks in addressing audit risks 

associated with leverage, specific to Nigeria’s financial services. The study further 

underscores the limited direct impact of board size and leverage on audit fees, 

challenging conventional assumptions and emphasizing governance quality over 

structural characteristics. For future research, it is recommended to investigate the 

influence of board quality attributes, such as independence and expertise, on audit fees 

to complement these findings and to explore sector-specific audit fee determinants, 

enabling a broader understanding of industry-specific dynamics in emerging markets. 

 

References 

 

Abubakar, S. Y., Mohammed, N. A., Terzungwe, N., & Onipe, A. Y. (2023). Audit fees 

and the financial reporting quality of listed non-financial services firms in 



European Journal of Accounting, Auditing and Finance Research 

Vol.13, No. 2, pp.,1-26, 2025 

Print ISSN: 2053-4086(Print), 

                                                                              Online ISSN: 2053-4094(Online) 

                     Website: https://www.eajournals.org/ 

           Publication of the European Centre for Research Training and Development-UK 

20 
 

Nigeria: Moderating role of audit committee’s independence. African Journal 

of Management and Business Research, 10(1), 187–205. 

Abubakar, U. M. (2013). Determinants of audit fees in listed food and beverage firms 

in Nigeria [Unpublished master’s dissertation]. Ahmadu Bello University. 

Abdul-Rahman, O. A., Benjamin, A. O., & Olayinka, O. H. (2017). Effect of audit fees 

on audit quality: Evidence from cement manufacturing companies in Nigeria. 

European Journal of Accounting, Auditing and Finance Research, 5(1), 6–17. 

Ahmed, M. N., Joshua, O., & Mohammed, M. (2018). Audit fees and audit quality: A 

study of listed companies in the downstream sector of Nigerian petroleum 

industry. Humanities and Social Sciences Letters, 6(2), 59–73. 

Akpan, D.C., Odokwo, R.A, Akinninyi, P.E. (2024). Corporate Attributes and Risk 

Management Disclosure of Listed Insurance Companies in Nigeria, FUDMA 

Journal of Accounting and Finance Research [FUJAFR], 2(1), 46-57, 

Akosu, S. A., Soomiyol, M. T., Ikya, E. A., & Yua, H. (2024). The influence of 

determinants of audit fees on listed manufacturing firms in Nigeria. Journal of 

Accounting and Financial Management, 10(5), 232–248. 

Alchian, A. A. (1950). Uncertainty, evolution and economic theory. Journal of Political 

Economy, 58(1), 211–222. 

Alhadisa, N., & Yusrianti, H. (2024). The influence of company profitability, corporate 

risk, audit report lag, and CEO gender on audit fee in the 8th Sriwijaya 

Economics, Accounting, and Business Conference. KnE Social Sciences, 1(1), 

330–351. 

Al-Najjar, B., & Kilincarslan, E. (2019). What do we know about the dividend puzzle? 

- A literature survey. International Journal of Managerial Finance, 15(2), 205-

235. 

Almeida, B., & Silva, A. (2020). Audit fees and financial crisis: Evidence from the 

Spanish manufacturing industries. Contaduría y Administración, 65(1), 1–22. 

Alves, S. (2021). Free cash flow, leverage and audit fees. Academy of Accounting and 

Financial Studies Journal, 25(6), 1-11. 

Andika, D., Nuridah, S., & Kusumaningtyas, D. S. (2024). The effect of firm size and 

audit complexity on audit fees: An empirical study on consumer goods 

manufacturing companies listed on the Indonesia Stock Exchange for the period 

2019-2022. Jurnal Cendekia Ilmiah, 3(6), 1-20. 

Association of National Accountants of Nigeria. (2023a, September). Scale of 

professional service fees and other allied matters. https://anan.org.ng/wp-

content/uploads/2023/09/Scale-of-Professional-Service-Fee.pdf 

Association of National Accountants of Nigeria. (2023b, November). Handbook on 

public practice: Including ISQC 1 and ISA 220. https://anan.org.ng/wp-

content/uploads/2023/11/HANDBOOK-ON-PUBLIC-PRACTICE-

INCLUDING-ISQC1-ISA-220.pdf 

Arens, A. A., Elder, R. J., & Beasley, M. S. (2012). Auditing and assurance services: 

An integrated approach (4th ed.). Pearson. 

Babs, B. V. (2023). How to determine the optimal board size for your organization? 

iBabs. https://www.ibabs.com/en/board-management/board-size/ 

https://anan.org.ng/wp-content/uploads/2023/09/Scale-of-Professional-Service-Fee.pdf
https://anan.org.ng/wp-content/uploads/2023/09/Scale-of-Professional-Service-Fee.pdf
https://anan.org.ng/wp-content/uploads/2023/11/HANDBOOK-ON-PUBLIC-PRACTICE-INCLUDING-ISQC1-ISA-220.pdf
https://anan.org.ng/wp-content/uploads/2023/11/HANDBOOK-ON-PUBLIC-PRACTICE-INCLUDING-ISQC1-ISA-220.pdf
https://anan.org.ng/wp-content/uploads/2023/11/HANDBOOK-ON-PUBLIC-PRACTICE-INCLUDING-ISQC1-ISA-220.pdf
https://www.ibabs.com/en/board-management/board-size/


European Journal of Accounting, Auditing and Finance Research 

Vol.13, No. 2, pp.,1-26, 2025 

Print ISSN: 2053-4086(Print), 

                                                                              Online ISSN: 2053-4094(Online) 

                     Website: https://www.eajournals.org/ 

           Publication of the European Centre for Research Training and Development-UK 

21 
 

Barua, A., Hossain, M. S., & Rama, D. V. (2019). Financial versus operating liability 

leverage and audit fees. International Journal of Auditing, 23(2), 231–244. 

Baldachino, P. J., Attard, M., & Cassar, F. (2014). Factors influencing external audit 

fees in Malta. Bank of Valletta Review, 48, 1–22. 

Bennedsen, M., & Nielsen, K. M. (2010). Incentive and entrenchment effects in 

European ownership. Journal of Banking & Finance, 34(9), 221-2229. 

Causholli, M., De Martinis, M., Hay, D., & Knechel, W. R. (2011). Audit markets, fees 

and production: Towards an integrated view of empirical audit research. Journal 

of Accounting Literature, 29(49), 167-215. 

Chibueze, C. C., Ogoegbunam, O. E., Rufus-Chime, E. A., Akinninyi, P. E., Ezeonu, 

N. A., Chibuzo, A. O., Eze, S. E., & Odimba, D. M. (2024). Effect of 

profitability on firm value of manufacturing firms in Nigeria. Tec Empresarial: 

Business and International Management, 6(1), 2103-2120. 

Choi, J.-H., Kim, C., Kim, J.-B., & Zang, Y. (2010). Audit office size, audit quality, 

and audit pricing. Auditing: A Journal of Practice & Theory, 29(1), 73–97. 

Companies and Allied Matters Act, (2020). Federal Republic of Nigeria Official 

Gazette, A2, No. 3. https://www.cac.gov.ng/wp-

content/uploads/2020/12/CAMA-NOTE-BOOK-FULL-VERSION.pdf 

Dekeyser, S., Gaeremynck, A., & Willekens, M. (2019). Evidence of industry scale 

effects on audit hours, billing rates, and pricing. Contemporary Accounting 

Research, 36(2), 666–693. 

El‐Gammal, W. (2012). Determinants of audit fees: Evidence from Lebanon. 

International Business Research, 5(11), 136–145. 

ElGammal, W., & Gharzeddine, M. (2020). Determinants of audit fees in developing 

countries: Evidence from Egypt. Corporate Ownership and Control, 17(2), 

146–156. 

Enoidem, K. L., Akpan, D. C., Akinninyi, P. E., & Nsentip, E. B. (2023). Board 

monitoring mechanisms and earnings management of listed non-finance firms 

in Nigeria. European Journal of Business and Innovation Research, 11(6), 33–

53. https://www.eajournals.org/ 

Farnham, K. (2022). Board size: Can smaller boards make a more significant impact? 

Diligent. https://www.diligent.com/resources/blog/why-your-board-size-

matters-how-a-smaller-board-can-be-more-effective 

Fields, L. P., Fraser, D. R., & Wilkins, M. S. (2004). An investigation of the pricing of 

audit services for financial institutions. Journal of Accounting and Public 

Policy, 23(1), 53–77. 

Financial Reporting Council of Nigeria. (2020). Guidance and template for reporting 

compliance with the Nigerian Code of Corporate Governance. 

https://frcnigeria.gov.ng/ 

Griffin, P.A., Lont, D.H., & Sun, Y. (2010). Agency problems and audit fees: further 

tests of the free cash flow hypothesis. Accounting and Finance, 50(2), 321-350. 

Hallak, R. T. P., & da Silva, A. L. C. (2012). Determinantes das despesas com serviços 

de auditoria e consultoria prestados pelo auditor independente no Brasil 

[Determinants of the expenses for auditing and consulting services provided by 

https://www.cac.gov.ng/wp-content/uploads/2020/12/CAMA-NOTE-BOOK-FULL-VERSION.pdf
https://www.cac.gov.ng/wp-content/uploads/2020/12/CAMA-NOTE-BOOK-FULL-VERSION.pdf
https://www.eajournals.org/
https://www.diligent.com/resources/blog/why-your-board-size-matters-how-a-smaller-board-can-be-more-effective
https://www.diligent.com/resources/blog/why-your-board-size-matters-how-a-smaller-board-can-be-more-effective
https://frcnigeria.gov.ng/


European Journal of Accounting, Auditing and Finance Research 

Vol.13, No. 2, pp.,1-26, 2025 

Print ISSN: 2053-4086(Print), 

                                                                              Online ISSN: 2053-4094(Online) 

                     Website: https://www.eajournals.org/ 

           Publication of the European Centre for Research Training and Development-UK 

22 
 

independent auditors in Brazil]. Revista Contabilidade & Finanças, 23(60), 

223–231. https://doi.org/10.1590/S1519-70772012000300005 

Harvey, C.R., Lins, K.V., & Roper, A. H. (2004). The effect of capital structure when 

expected agency costs are extreme. Journal of Financial Economics, 74(1), 3-

30. 

Hassan, M. Y., & Naser, K. (2013). Determinants of audit fees: Evidence from an 

emerging economy. International Business Research, 6(8), 13–25. 

Huri, S., & Syofyan, E. (2019). Pengaruh jenis industri, ukuran perusahaan, 

kompleksitas perusahaan dan profitabilitas klien terhadap audit fee. Jurnal 

Eksplorasi Akuntansi, 1(3), 1096–1110. 

IASB (2008). Exposure draft on an improved conceptual framework for financial 

reporting: The Objective of Financial Reporting and Qualitative 

Characteristics of Decision-useful Financial Reporting Information. London. 

IASB (2018). Revised Conceptual Framework [IAS Plus 29 Mar 2018]. The 

International Accounting Standards Board (IASB) has published its revised 

'Conceptual Framework for Financial Reporting. 

https://www.iasplus.com/en/news/2018/03/cf 

Imeni, M., & Daryaei, A. A. (2020). Audit fees: A further evidence of the role of 

financial and operating liability leverage. Accounting and Auditing Review, 

27(4), 495–522. 

Indriasih, D., Susetyo, B., Sumarno, B., Muttaqin, I., & Ulummudin, N. I. (2023). The 

effect of company size, audit complexity, audit risk and company risk on audit 

fee: Empirical study on companies of trading, service and investment listed on 

the Indonesia Stock Exchange. AEBMR Journal, 1(230), 198–205. 

Institute of Chartered Accountants of Nigeria. (2020). The Institute of Chartered 

Accountants of Nigeria (Amendment) Act Cap. 185, p. 7127. 

https://icanig.org/documents/ICAN_Act.pdf 

Izzani, A. F., & Khafid, M. (2022). Pengaruh dewan komisaris, ukuran perusahaan, 

profitabilitas perusahaan, dan risiko perusahaan terhadap audit fee. Business and 

Economic Analysis Journal, 2(1), 1–13. 

Jang, S., & Park., K. (2011). Inter-relationship between firm growth and profitability. 

International Journal of Hospitality Management, 30(4), 1027-1035. 

Jensen, M. C., & Meckling, W. H. (1976). A theory of the firm: Managerial behavior, 

agency costs and ownership structure. Journal of Financial Economics, 3(1), 

305–360. 

Joshi, P. L., & Al‐Bastaki, H. (2000). Determinants of audit fees: Evidence from the 

companies listed in Bahrain. International Journal of Auditing, 4(2), 129–138. 

Kajola, S. O., Olabisi, J., Tonade, A. A., & Agbatogun, T. O. (2022). Determinants of 

audit fees in Nigerian banks. Accounting and Taxation Review, 6(1), 29–45. 

Kanakriyah, R. (2020). Model to determine main factors used to measure audit fees. 

Academy of Accounting and Financial Studies Journal, 24(2), 215–228. 

Kikhia, H. Y. (2015). Determinants of audit fees: Evidence from Jordan. Accounting 

and Finance Research, 4(1), 42–53. 

https://doi.org/10.1590/S1519-70772012000300005
https://www.iasplus.com/en/news/2018/03/cf
https://icanig.org/documents/ICAN_Act.pdf


European Journal of Accounting, Auditing and Finance Research 

Vol.13, No. 2, pp.,1-26, 2025 

Print ISSN: 2053-4086(Print), 

                                                                              Online ISSN: 2053-4094(Online) 

                     Website: https://www.eajournals.org/ 

           Publication of the European Centre for Research Training and Development-UK 

23 
 

Koufopoulos, D. N., Gkliatis, Ioannis P., Athanasiadis, K., & Fygkioris, M. (2020). The 

importance of board size. SSRN 3788909. 

http://dx.doi.org/10.2139/ssrn.3788909 

Koufopoulos, D. N., Gkliatis, I., Athanasiadis, K., & Fygkioris, M. (2023). Hellenic 

observatory of corporate governance: The importance of board size. 

[Unpublished manuscript]. Retrieved from file:///C:/Users/HP/Downloads/ssrn-

3788909.pdf 

Larbi, S. B., Mandzila, E. B. W., Meniaoui, J., & Moor, E. T. (2024). The influence of 

auditor and auditee on mandatory audit fees in France. Revista Internacional de 

Gestión del Conocimiento y la Tecnología, 12(1), 77-102. 

Lasriyani, N. L. P., Suciwati, D. S., & Hudiananingsih, P. D. (2022). The impact of 

good corporate governance and company size on audit fee in technology and 

telecommunications sub sector companies registered on Indonesia. Repository 

Politeknik Negeri Bali, 1(1), 1–7. 

Legenzova, R., & Lialkaitė, A. (2023). Audit fee determinants in Central and Eastern 

European (CEE) companies before and during COVID-19. Sciendo Journal, 

12(1), 215–227. 

Levin, A., Lin, C. F., & Chu, C. S. J. (2002). Unit root tests in panel data: Asymptotic 

and finite-sample properties. Journal of Econometrics, 108(1), 1-24. 

https://doi.org/10.1016/S0304-4076(01)00098-7  

Masoodul H, Saad, H., Asghar I., & Muhammad F. K. (2014). Impact of corporate 

governance on audit fee: Empirical evidence from Pakistan. World Applied 

Sciences Journal, 30(5), 645-651. 

Mamcarczyk, M., Popławski, Z., & Zieniuk, L. P. (2023). Audit fee determinants in 

mining sector companies: Factors specific to clients, auditors, and engagement. 

[Paper presented] at Cracow University of Economics, Department of 

Economics. 

Martinez, A. L., & Moraes, A. D. J. (2024). Determinants of auditor remuneration in 

Brazil's basic infrastructure sector: An analysis of companies listed on B3 

[Doctoral thesis, Federal University of Espírito Santo]. 

Morris, G. D., & Dunne, P. (2008). Audit matters. In Non-Executive Director’s 

Handbook (2nd ed.). Elsevier. 

Mulyadi, R., & Narsa, M. (2020). The determinant of audit fee for micro, small and 

medium enterprise: Evidence from Indonesia. International Journal of 

Advanced Science and Technology, 29(7), 5350–5358. 

Monye-Emina, H. E., & Jeroh, E. (2022). Determinants of abnormal audit fees in 

international financial reporting standards-based financial statements. 

Economic Horizons, 4(1), 69-86. 

Musa, H., M. (2023). Board attributes and audit fees of listed financial service firms in 

Nigeria. Accounting and Taxation Review, 7(3), 73-851. 

Musa, W. A., Salman, R. T., & Amoo, I. O. (2021). Determinants of audit fees in quoted 

financial and non-financial firms. Corporate Law and Governance Review, 3(2), 

30–40. 

http://dx.doi.org/10.2139/ssrn.3788909


European Journal of Accounting, Auditing and Finance Research 

Vol.13, No. 2, pp.,1-26, 2025 

Print ISSN: 2053-4086(Print), 

                                                                              Online ISSN: 2053-4094(Online) 

                     Website: https://www.eajournals.org/ 

           Publication of the European Centre for Research Training and Development-UK 

24 
 

Musa, W. A., Salman, R. T., Amoo, I. O., & Subair, M. L. (2022). Impact of firm’s 

specific factors on audit fee of quoted consumer goods firms. Corporate 

Governance and Sustainability Review, 4(1), 47–55. 

Musah, M. (2017). Determinants of audit fees in a developing economy: Evidence from 

Ghana. International Journal of Academic Research in Business and Social 

Sciences, 7(11), 716-730. 

Nasution, A. A. (2020). Effect of inventory turnover on the level of profitability. IOP 

Conference Series: Materials Science and Engineering, 725(1), 2–5. 

Nguyen, P., Rahman, N., Tong, A., & Zhao, R. (2016). Board size and firm value: 

Evidence from Australia. Journal of Management and Governance, 20(4), 851–

873. 

Olawale, L. S., Ilo, B. M., & Lawal, F. K. (2017). The effect of firm size on performance 

of firms in Nigeria. Aestimatio, (15), 2-21. https://doi.org/10.5605/IEB.15.4 

Ogiriki, T., & Erebi, M. G. (2024). Determinants of audit fees in Nigerian consumer 

goods sector. International Journal of Economics and Business Management, 

9(4), 75–79. 

Olutokunbo, O. T., Yisa, A., & Abdullahi, J., S. (2020). Corporate characteristics, audit 

fees and the Nigerian corporate environment: A panel data approach. European 

Journal of Accounting, Auditing and Finance Research, 8(9), 78-97. 

Onyenwe, N. Ifeanyi & Glory, I. (2017). Effect of financial leverage on firm’s 

performance: A study of Nigerian banks (2006-2015). International Journal of 

Recent Science Research, 8(7), 18554-18564. DOI: 

http://dx.doi.org/10.24327/ijrsr.2017.0807.053 

Paramitha, M. D., & Setyadi, E. J. (2022). Influence of the board of commissioners, 

independent commissioners, audit committee, and company complexity on 

audit fees. Ratio: Indonesian Contemporary Accounting Review, 3(1), 13. 

https://doi.org/10.30595/ratio.v3i1.12840 

Pentland, B. T. (2000). Will auditors take over the world? Program, technique and the 

verification of everything. Accounting, Organizations and Society, 25(3), 307–

312. 

Rabiu, N. B. (2021). Concept of firm attributes: A review of literature. Academia 

Letters, Article 3999. https://doi.org/10.20935/AL3999 

Rahmatika, D. N., & Afiah, N. N. (2020). Factors influencing the quality of financial 

reporting and its implications on good government governance. International 

Journal of Buainwaa, Economics and Law, 5(1), 2289-1552. 

Rajgopal, S., Srinivasan, S., & Zheng, X. (2021). Measuring audit quality. Review of 

Accounting Studies, 26(2), 559-619. https://doi.org/10.1007/s11142-021-

09573-w 

Rimet, N., & Syakirin, F. (2024). The effect of profitability, company complexity, 

company risk and board of commissioners on audit fees. Jurnal Rumpun 

Ekonomi, 2(2), 195–202. 

Rizal, R. M., & Sarundayang, J. I. (2023). Determinants of audit fees in the consumer 

goods industry listed on the Indonesia stock exchange. International Journal of 

Research in Business and Social Science, 12(9), 313–326. 

https://doi.org/10.5605/IEB.15.4
http://dx.doi.org/10.24327/ijrsr.2017.0807.053
https://doi.org/10.30595/ratio.v3i1.12840
https://doi.org/10.20935/AL3999
https://doi.org/10.1007/s11142-021-09573-w
https://doi.org/10.1007/s11142-021-09573-w


European Journal of Accounting, Auditing and Finance Research 

Vol.13, No. 2, pp.,1-26, 2025 

Print ISSN: 2053-4086(Print), 

                                                                              Online ISSN: 2053-4094(Online) 

                     Website: https://www.eajournals.org/ 

           Publication of the European Centre for Research Training and Development-UK 

25 
 

Ross, S. A. (1973). The economic theory of agency: The principal's problem. The 

American Economic Review, 63(2), 134-139. 

Saleh, M. A., Abubakar A., & Hassan, S. U. (2020). Corporate attributes and audit fees 

of listed deposit money banks in Nigeria. Gusau Journal of Accounting and 

Finance, 1(2), 1-17. 

Santhosh, S., & Ganesh, R. S. (2020). Determinants of audit fees: Evidence from 

companies listed in the industrial sector of Muscat Securities Market. Journal 

of Critical Reviews, 7(3), 33–36. 

Schilt, H. M., & Perler, J. (2010). Financial shenanigans: How to detect accounting 

gimmicks and fraud in financial reports (3rd ed.). McGraw-Hill. 

Serly, V., & Helmayunita, N. (2018). The correlation of audit fee, audit quality and 

integrity of financial statement. In Advances in Economics, Business and 

Management Research (Vol. 64, pp. 67–72). Atlantis Press. 

Septiana, M. S., & Santioso, L. (2023). Factors affecting audit fees in financial sector 

companies in Indonesia Stock Exchange. International Journal of Application 

on Economics and Business, 1(4), 2987–1972. 

Silva, A. S. V. C., Inácio, H. C., & Vieira, E. F. S. (2020). Determinants of audit fees 

for Portugal and Spain. Contaduría y Administración, 65(4), 1-24. 

https://doi.org/10.22201/fca.24488410e.2020.2322 

Simunic, D. A. (1980). The pricing of audit services: Theory and evidence. Journal of 

Accounting Research, 18(1), 161-190. 

Stephen, C. (2024). What is the optimum boardroom size? The Corporate Governance 

Institute. 

https://www.thecorporategovernanceinstitute.com/insights/guides/what-is-the-

optimum-boardroom-size/ 

Suryanto, T. (2014). Determinants of audit fee based on client attribute, auditor attribute 

and engagement attribute to control risks and prevent fraud: A study on public 

accounting firms in Sumatra-Indonesia. International Journal in Economics and 

Business Administration, 11(3), 27–39. 

Ubokudom, AI Akpan, D. C. & Akinninyi, P.E. (2024). Environmental remediation 

costs andfinancial performance of listed oil and gas companies in Nigeria. 

International Journal of Accounting Intelligence, 2(1), 41-56 

Urhoghide, R. O., & Izedonmi, F. O. I. (2015). An empirical investigation of audit fee 

determinants in Nigeria. International Journal of Business and Social Research, 

5(8), 48–58. 

Uwuigbe, U., Egbide, B., & Nwaobia, A. (2015). The effect of financial performance 

and board size on corporate executive compensation: A study of selected listed 

banks in Nigeria. Journal of Corporate Governance, 14(1), 6–23. 

Wahyuni, W., Sueny, L. N. R., Wahyu, A. S., & Fadewa, N. N. (2024). Examining audit 

fee determinants and their impact on audit quality. Advances in Managerial 

Auditing Research, 2(3), 119–129. https://doi.org/10.60079/amar.v2i3.373 

Wilson, T. E. (2003). Further evidence on the determinants of audit fees of energy 

firms. Petroleum Accounting and Financial Management Journal, 22(3), 58–

68. 

https://doi.org/10.22201/fca.24488410e.2020.2322
https://www.thecorporategovernanceinstitute.com/insights/guides/what-is-the-optimum-boardroom-size/
https://www.thecorporategovernanceinstitute.com/insights/guides/what-is-the-optimum-boardroom-size/
https://doi.org/10.60079/amar.v2i3.373


European Journal of Accounting, Auditing and Finance Research 

Vol.13, No. 2, pp.,1-26, 2025 

Print ISSN: 2053-4086(Print), 

                                                                              Online ISSN: 2053-4094(Online) 

                     Website: https://www.eajournals.org/ 

           Publication of the European Centre for Research Training and Development-UK 

26 
 

Xin, Y. (2020). Literature review on influencing factors of audit fees. Journal of 

Modern Economy, 11(1), 249–260. 

 


