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ABSTRACT: This study examines the determinants of audit fees for companies 

listed on Shenzhen Stock Exchange. This paper primarily focuses on whether 

auditor size, auditee size, auditee profitability, auditee risk and type of industry 

impact audit fees. Using data from 2009-2018, this paper finds that for the auditor 

size, those Big Four accounting firms usually charge a higher audit fee. For the 

auditee size, the larger the company, the higher audit fees are charged. In addition, 

those companies who are more profitable usually charge a higher audit fee. Also, 

the auditee risk is positively related with audit fees. However, the industry type 

does not impact the audit fees charged by accounting firms. These results provide 

auditors in China a reliable basis for how to charge audit fees in future and also 

help client companies listed on Shenzhen Stock Exchange to better control their 

audit fees in order to reduce costs.  
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I. INTRODUCTION 

revious research has already established the model to determine the relationship between 

audit fee and some factors that influence it. To be more specific, in Arabic region, the 

auditee size is the key factor which determines the audit fee. Also, if the targeted 

companies are profitable, the audit fee is charged at a high pricing bracket. In addition, the 

financial risk has a negative relationship with audit fee whereas the audit tenure has no 

relationship with audit fee (Kikhia, 2015). Except Arabic region, Chan et. al (1993) conducted 

research in European countries. They find that the auditee size is not a key determinant affects 

audit fee and instead it has an indirect influence on audit fee. Furthermore, the ownership 

control and audit location have positive relationships with audit fee, and the auditee risk has 

no significant relationship with audit fee. In addition, Gonthier-Besacier and Schatt (2007) 

found that a higher auditee risk will result in higher audit fees. Moreover, a joint audit practice 

gives rise to a lower audit fee than a singular audit does. Additionally, in Asia region, the 

number of consolidated subsidiaries and auditor size play important roles in determining audit 

fee. The audit tenure does not play a role in determining audit fee as audit tenure in Arabic 

region does (Xu, 2011).  

  No prior study uses 10-years data when examining the determinants of audit fees. They 

investigate the determinants of audit fee only used 2-or-3 years data to conduct analysis. In 

addition, no prior research investigates the determinants of audit fees on companies listed on 

Shenzhen Stock Exchange. Only Arabic region, European region and the whole Chinese 

market are used as samples to conduct research.  

Therefore, this paper focuses on only Shenzhen stock market to examine the 

determinants of audit fees. Questions relating whether auditor size, auditee size, auditee 

profitability, auditee risk and industry type affect the audit fees and how these determinants 

impact audit fees are answered in this study.  

Auditing plays an important role in today’s market, especially for those companies that 

are going to be public. The primary purpose of audit is to make sure that the financial 

statements of the targeted companies do not exist material misstatements (Niemi, 2002). Audit 

fee was paid by a company to its external auditor in exchange for performing the auditing 

service. External audit fee plays an important role in determining the reliability and feasibility 

of a company’s financial information and is a significant tool for keeping a good corporate 

governance level (Younas et al. 2011). Companies’ financial statements are required to be 

audited for some reasons, such as listed companies or annually check. An audited financial 

statement is more reliable and authentic for creditors and investors. Therefore, companies will 

employ external auditors to audit their financial statements in order to have a priority in market. 

Also, audit fee occupies a large percentage of total expenditure of firm. In this way, companies 

who require the audit services want to have reasonable fees and external auditors who provide 

audit service pursue the audit fees exactly match the services they provide (Kikhia, 2015). As 

a result, knowing the determinants of audit fees is essential for both accounting firms and their 

client companies. 

This study is similar with Xu (2011), who investigate the determinants of audit fee for 

the whole Chinese market. However, Xu (2011) only uses one-year (2010) data to conduct this 

research. This paper uses 10-years (2009-2018) data to examine the determinants, which is 

more reasonable and clearer. Additionally, the researcher uses audit fee, auditee complexity, 

auditee risk, auditor size and auditor tenure as determinants but in this paper, type of industry 

is used as one important factor to investigate. Also, the sample size the researcher uses is 191 

and the researcher only selects companies listed on Market A of Shanghai and Shenzhen Stock 

Exchange. However, this study uses all companies that only listed on Shenzhen Stock 

Exchange, no matter Market A or other Markets. To investigate the determinants of audit fees 

within one specific region is essential since the listing rules are different between different 

P 



 2 

Stock Exchange Center in China. the listing rules of Shenzhen Stock Exchange are stricter than 

listing rules of HK Stock Exchange. Companies that will list on Shenzhen Stock Exchange in 

future need to prepare seasonal reports whereas companies that will list in HK do not. Another 

point is that as one of economic special zones, Shenzhen insisted developing the pattern of 

small government and big society. Therefore, the market economy developed rapidly in 

Shenzhen and many companies chose to list on Shenzhen Stock Exchange. In this way, auditing 

service is popular and essential in Shenzhen (Mei-Qin, 2006). 

Totally five hypothesizes are created in this study. The first one is auditor size is 

positively related with audit fees. The second one is the larger the client company, the higher 

audit fees it is charged. The third one is auditee profitability is negatively related with auditee 

fee. Then this paper hypothesis that auditee risk is positively related with audit fee. Finally, 

this paper assumes that industry type is associated with audit fee. Later, this paper selects totally 

625 companies listed on Shenzhen Stock Exchange as a sample by using ordinary least square 

(OLS) regression model. This paper finds that auditor size, auditee size, auditee profitability 

and auditee risk are positively related with audit fees. However, the industry type does not 

impact the audit fees.  

This study contributes to the literature in several ways. Firstly, this is a study which 

focuses only on companies listed on Shenzhen Stock Exchange. Therefore, this paper provides 

a more reliable situation regarding Shenzhen Stock Market. Secondly, the result of this paper 

will not only provide an academic knowledge basis for later researchers who want to 

investigate the relationship between audit fee and its various variables, but also provide some 

suggestions and advice for auditee firms and auditors in China as guidance.  

The remainder of this paper is organized as follows. For the literature review part, some 

definitions regarding the determinants are introduced. In part three, research methodology is 

introduced. Later, result is displayed in part four and discussion is showed in part five. After 

that, this paper talks about some theoretical contributions. Finally, this paper does conclusion 

for the whole study.  

 

II. BRCKGROUND AND HYPOTHESIS DEVELOPMENT 

Auditing in China 

China rebuilt its CPA system in 1980s, which means a more professional audit service 

was established at that time. China is one of the largest auditing markets around the world. 

Except Big Four, China has numerous domestic accounting firms, such as Chinese Big Eight. 

Besides the numerous numbers of audit firms, the number of client firms in China is also large. 

Therefore, this paper divides the factors determining audit fees into two dimensions, auditor 

side and auditee side, to better investigate the relationship between audit fee with other 

variables.  

 

Auditor size 

The amount of audit fee paid by the targeted companies is strongly related to the quality 

of audit service provided by the accounting firm. The accounting firms which are renowned all 

around the world usually have a more reliable and accurate auditing report and a lower 

occurrence rate of litigation events (Niemi,2002). Because audit services are not identical, 

researchers claim that audit services are quality-differentiated, and they convince that the 

auditee size and audit fee may have a relationship (Palmrose, 1986). Therefore, a series of 

researches were conducted to determine whether the accounting firms which have bigger 

auditor size own a priority in charging higher audit fees over other firms (Fleischer and 

Goettsche, 2012).  

Gonthier-Besacier and Schatt (2007) conducted this relationship by utilizing the 

evidence from French quoted firms. They find that the auditor size has a highly positive 
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relationship with audit fee. To be more specific, the Big Four firms are considered to be more 

professional and have higher competency levels. Therefore, they argue that the external audit 

fees paid to Big Four are much higher. Kikhia (2015) studied the relationship of audit fee and 

auditor size among listed companies in Jordan. The result is the same as the result conducted 

among French quoted firms. In addition, the research in Bangladesh also claims a highly 

positive relationship between these two variables (Karim and Moizer, 1996). Moreover, Chan 

et. al (1993) claim that the bigger auditor size, the higher audit fees they would like to be paid. 

However, Simunic (1980) argues that the audit fees charged to large accounting firms have no 

distinct differences when compared with the audit fees charged to small firms. Therefore, this 

paper hypothesis that: 

 

Hypothesis 1: auditor size has a positive relationship with audit fee. 

 

Auditee Size 

Auditee size is considered as a paramount factor that impacts audit fee. There are 

several items can be used to calculate the auditee size. Especially items from balance sheets 

and income statements. The size of auditee always is determined by total assets, asset turnover, 

sales revenue, quantities of employees of the targeted company and total employment costs 

(Palmrose, 1986). Except total assets, some other factors such as the number of shares, the 

amount of liabilities also can be used to determine auditee size. Chan et. al (1993) believe that 

using balance sheet items as measurements to determine auditee size is more reliable.  

A positive relationship is expected by researchers of previous studies. If the size of the 

targeted company is large, then the auditor needs to spend more effort in checking its financial 

statements. Therefore, the audit fee is always higher in these companies compared with smaller 

targeted companies (Walid, 2012). Consequently, it assumes that the relationship between audit 

fee and auditee size is positive. However, Gerrard et. al (1994) claims that the audit fee will 

grow at a decreasing rate because of economic of scales when auditor provides audit service. 

In this way, using a log of total assets as measurement will be more reasonable than using 

purely total asset item or turnover ratio. Kikhia (2015) concludes that the auditee size in Jordan 

and audit fee are positively correlated by using the natural log of total assets. Therefore, the 

hypothesis of audit fee and auditee size is: 

 

Hypothesis 2: auditee size has a positive relationship with audit fee. 

 

Auditee Profitability 

Although the total assets of larger auditee size are usually higher than those companies 

which are small. However, it does not mean that those larger companies are definitely more 

profitable. Auditee profitability is an important measurement which displays targeted 

companies’ economic performances. The net income or net loss from income statements can 

be used as a factor to determine the auditee profitability. Walid (2012) argues that those 

companies that are profitable usually require more accurate and precise audit service in order 

to minimize errors that may occur in their financial statements. However, for those companies 

which suffer serious financial pressure, auditors need to spend more time to check the accuracy 

of their balance sheet, income statement, cash flow statement and stockholder’s equity. 

Therefore, more time devotes to audit work means higher service costs, which represents 

higher audit fees (Karim and Moiser, 1996). In contrast, same as Walid, Kikhia (2015) proves 

that in Jordan, auditee profitability has a positive relationship with audit fee by using ROA as 

a measurement. Therefore, whether auditee profitability negatively correlated with audit fee or 

positively correlated is still controversial. Based on these previous results, this paper puts 

forward a hypothesis:  



 4 

 

Hypothesis 3: auditee profitability is negatively correlated with audit fee. 

 

Auditee Risk 

Auditee risk is a certain degree of risk that auditors need to bear when doing auditing 

service. When auditors issued an unreasonable audit opinion regarding client firms’ financial 

statements, the auditor may suffer lawsuit loss in future as well as bearing a bad reputation (Xu, 

2011). A higher audit risk increases the probability of audit failure. Therefore, it assumes that 

a higher risk of loss, the more audit fees will be charged. In China, the risk auditor needs to 

bear comes from regulatory penalties, rather than litigation loss.  

There are several ratios can be used to measure the auditee risk: the current assets to 

total assets ratio, long-term liabilities to total assets ratio and earning before tax to total assets 

ratio. Among these three measurements, the debt ratio is the most useful one to determine the 

auditee risk. If the client firm has a high debt ratio, it may be at a high risk of default. 

Consequently, managers of targeted company are more incentive to do the earnings 

manipulation. In this way, the auditor needs to increase its engagement efforts to find possible 

earnings manipulation (Zhang and Xu, 2005). Kikhia (2015) uses equity to total asset ratio 

representing auditee risk to measure its relationship with audit fee. The result has some 

discrepancies with his hypothesis. He concludes that auditee risk and audit fee are negatively 

correlated. However, Walid (2012) finds that when auditee risk increases, the fees auditor 

charge also increase. Based on these evidence, this paper hypothesis that: 

 

Hypothesis 4: auditee risk is positively correlated with audit fee. 

 

Type of Industry 

Type of industry also needs to be considered into factors that impact the audit fees. The 

complexities of audit service in a different type of industries are various (Wang et. al, 2009). 

Because of the variety of industries, the auditing policies are different within different 

industries (Gerrard et.al, 1994). Normally, retail industry as a representative of non-

manufacturing industry is less complex when compared with manufacturing industry since 

there are no complex revenue transactions need to be dealt in retail industry. Kikhia (2015) 

claims two possible reasons why manufacturing industry always charges high audit fees. The 

first reason is that manufacturing companies involve an extensive investment and they need to 

do a huge financing work. In this way, the items and amount they need to report in their 

financial statements annually are extremely more than non-manufacturing companies. Another 

reason is that manufacturing companies are less eco-friendly than non-manufacturing 

companies. Therefore, in order to have an overall sustainable public impression, they require 

auditors to disclose more positive items to help them build a better public image.  

Therefore, prior studies indicate that the type of industry and audit fees have a 

significant relationship. Based on this hypothesis, Kikhia (2015) tests this relationship in his 

research and he finds that the type of industry is positively associated with audit fees. Thus, 

the companies belong to manufacturing industry in Jordan tend to be charged with higher audit 

fees. In addition, Gonthier and Schatt (2007) find that companies within IT industry normally 

need to pay higher audit fees to external auditors than companies in other sectors. Based on 

previous studies and theories, this paper hypothesis that: 

 

Hypothesis 5: type of industry is associated with audit fee 
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III. RESEARCH METHODOLOGY 

Sample and Data Collection 

This part talks about how the sample that used to be analyzed is collected. The sample 

and data are collected from CSMAR relating to Chinese companies listed on Shenzhen Stock 

Exchange during the 10-year period from 2009-2018. Four principles will be used to collect 

the sample number. First of all, those companies which stop their business during this time 

period will be excluded from sample. Secondly, because not all companies will disclose the 

external audit fees in their annual reports of each year, the sample only includes listed 

companies disclose clear and specific audit fees in their financial statements of each year. The 

third standard is to exclude all financial listed companies including bank, insurance, trust and 

security. The fourth principle to select the sample is to exclude those companies listed on 

market after 2009. The last standard is that the variables relating to audit fee are winsorized at 

the 1st and the 99th percentiles to deal with possible outliers. 

Finally, totally 625 companies matched the selection requirements. Therefore, this 

paper will use this number as a sample in this study. This sample is reliable and useful since 

those companies which stop their business, and which belong to financial companies have been 

excluded.  

 

Model Specification 

Based on the sample and data selected, this paper will use ordinary least square (OLS) 

regression model to investigate the relationship between audit fee and its determinants. In the 

model, auditor size, auditee size, auditee profitability, auditee risk and type of industry are 

independent variables. In addition, audit fee is dependent variable and Ɛ is a residual error term. 

The model will be: 

 

Ln (AuditFee)= β0 + β1 BIG4+ β2 LnAsst+ β3 ROA+ β4 DebtRatio+ β5 IND+ Ɛ 

 

The following Table 1 provides detail information relating to the dependent variables 

and independent variables: 

 

Table 1. Variable Definition 

 

Variables Formula Measurement Data Source 

Dependent Variables:    
Audit Fee  AuditFee1 Natural log of Audit fee 

about each client firm 

CSMAR 

 Independent Variables: 

Auditor Size BIG4 Dummy variable by using 1 

represents Big4 and 0 

represents other accounting 

firms. 

CSMAR 

Auditee Size LnAsst Natural log of client firms’ 

total assets 

CSMAR 

Auditee Profitability ROA Net income divided by total 

assets 

CSMAR 

Auditee Risk DebtRatio Debt divided by total assets CSMAR 

Type of Industry IND Dummy variable by using 1 

represents manufacturing 

and 0 represents non-

manufacturing 

CSMAR 
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IV. RESULT 

Descriptive Statistics 

Table 2 displays the descriptive statistics on dependent variables and independent 

variables. Their mean, number, standard deviation, minimum value and maximum value can 

be seen from this table. From the table, it can be observed that the sample size is 625. Since 

the values of audit fee and total asset are so large that affect the significance of coefficient, this 

study uses a natural log of audit fee and total assets to replace them. BIG4 and IND are dummy 

variables. The average value 0.04176 of BIG4 suggests that only 4.176% auditing services are 

conducted by Big 4 accounting firm. The mean value 0.6048 in IND is closer to 1, which shows 

that the number of manufacturing companies is more than the number of non-manufacturing 

companies. The minimum value of ROA is -5.540228 and the maximum is 1.725802. This 

result shows that some companies are profitable while some companies suffer net loss for ten 

years. About DebtRatio, the difference between minimum and maximum is huge. This result 

shows that the proportion of a company’s assets that are financed by debt in some client firms 

is large while in other firms is small.  

 

Table 2. Description of Variables 

 

Variable Mean N Std. Dev.  Min Max 

Dependent Variable      

AuditFee1 13.5764 625 0.5066182 12.52585 15.4982 

Independent Variable      

BIG4 0.04176 625 0.1810761 0 1 

LnAsst 21.99186 625 1.129955 16.94173 26.90928 

ROA 0.0263078 625 0.243615 -5.540228 1.725802 

DebtRatio 0.511686 625 0.7298019 0.0556375 15.66885 

IND 0.6048 625 0.4892852 0 1 

The descriptive statistics clearly show the mean, standard deviation, minimum value and maximum value of 625 companies 

during 2009-2018.  

  

Correlational Analysis 

A correlation among variables indicates that as some changes occur in one variable, the 

other variables will change at the same direction or at the opposite direction. The correlation 

statistics provide clear relationships among different independent variables. Specifically, the 

correlation statistics prove whether and how strong the relationship between pairs of variables. 

Table 3 shows the correlation matrix of all variables for ten years (2009-2018). From the table, 

it can be seen that the audit fee is positively correlated with auditor size and auditee size. This 

claims that Big 4 accounting firms charge higher audit fees and those larger client firms are 

charged higher audit fees. The auditor size is positively correlated to auditee size and industry 

type. As for the auditee size, auditee profitability has a positive correlation with auditee while 

auditee risk and industry type have negative correlations with auditee size. For auditee 

profitability, it has a negative correlation with auditee risk while it has a positive correlation 

with industry type. For auditee risk, it has a negative relationship with industry type.  
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Table 3. Correlation Statistics for Variables 

 
Variables AuditFee1 BIG4 LnAsst ROA DebtRatio IND 

AuditFee1 1.000      

BIG4 0.345*** 1.000     

LnAsst 0.709*** 0.242*** 1.000    

ROA 0.004 0.007 0.094*** 1.0000   

DebtRatio 0.002 0.002 -0.101*** -0.839*** 1.0000  

IND -0.020 0.035*** -0.063*** 0.023* -0.022* 1.000 
This result was based on the sample of totally 625 companies over 2008-2018; ***indicates p<0.01, ** indicates p<0.05, 

*indicates p<0.1 

 

Main Results 

This paper uses ordinary least squares (OLS) regression model to do multivariate 

analysis. This paper uses totally 625 companies’ 10-year data to calculate the relationships 

between independent variables and dependent variables. Table 4 below shows the multivariate 

analysis result for whole years (2009-2018) together. The Rho in this table represents the 

percentage of variation that is explained by individual-specific and R-square represents 

percentile of the variance for a dependent variable that is interpreted by the independent 

variables in a regression model. In this study, the result of r-square and rho both display that 

this is a good regression model. In addition, the coefficient and p-value suggest the significance 

of different relationships between variables. Except the type of industry of client firms, all other 

independent variables (auditor size, auditee size, auditee profitability and auditee risk) have 

positive relationships with audit fee. In this way, the whole year’s model is:  

 

Ln (AuditFee)= 7.166+ 0.351 BIG4+ 0.279 LnAsst+ 0.018 ROA+ 0.022 DebtRatio+ 

0.017 IND+ Ɛ 

 

Table 4. OLS Model Result for the whole 10-year altogether (2008-2018) 

 

Variables Whole Years 

 Coeff. p-value 
Intercept 7.166123 0.000 

BIG4 0.3509578 0.000*** 

LnAsst 0.2794202 0.000*** 

ROA 0.0184196 0.050* 

DebtRatio 0.0224129 0.000*** 

IND 0.0171651 0.523 

R-square 0.5668  
Rho  0.60295033  

***indicates significance at 1% level; **indicates significance at 5% level and * indicates significance at 10% level.  

 

V. DISCUSSION 

Result Analysis 

According to the OLS model result for the whole 10-year altogether, the R-square 

equals 0.5668 which is closer to 1. Therefore, the regression line fits the data well. The p-value 

and coefficient in the table represent whether and how those independent variables relate to 

audit fee. This study uses dummy variables 1 or 0 to represent the auditor size. Since the 

coefficient is 0.36 and the p-value is less than 0.05, the auditor size has a positive relationship 

with audit fee. This result supports the hypothesis 1 of this study and has the same result with 

Palmrose (1986), who claim that the accounting firms which have bigger size usually charge 

higher audit fees over other firms. Therefore, the bigger the size of auditing firms, the higher 
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audit fees will be set. Secondly, this study uses the natural log of total assets to represent the 

auditee size. As a result, the coefficient is 0.28, which is a positive number and the p-value is 

equal to 0.000, which is less than 0.05. Therefore, the auditee size has a positive relationship 

with audit fee. This result supports the hypothesis 2 which is put forward before in this paper 

and proves that auditee size is an essential factor that influences audit fee. This result is similar 

with the results conducted by Walid (2012) and Kikhia (2015), who prove that the audit fee is 

charged at a higher amount in larger target companies. 

Thirdly, the return on asset ratio is used to represent the auditee profitability. It can be 

concluded that the auditee profitability is positively related to audit fee since the coefficient is 

equal to 0.02 and the p-value is equal to 0.05 (less than 0.1). This result does not prove 

hypothesis 3, which considers that the auditee profitability is negatively correlated with audit 

fee. However, this result is similar with the research result of Kikhia (2015). He also concludes 

in his study that auditee profitability has a positive relationship with audit fee. 

Then, this study uses the debt to total asset ratio to represent the auditee risk. 

Consequently, the auditee risk is positively related to audit fee since the coefficient is equal to 

0.02 and the p-value is equal to 0.000 (less than 0.05). The higher risk of the client firms, the 

higher audit fee will be charged. This result proves the hypothesis 4 mentioned in the literature 

review part. However, this result contradicts with the result of Kikhia (2015) but is similar with 

the result of Walid (2012). The last independent variable is the type of industry. Although the 

coefficient is reasonable, the p-value of this variable is equal to 0.523, which is larger than 0.1. 

Thus, the type of industry of client firms listed on Shenzhen Stock Exchange does not have a 

relationship with audit fee. This result contradicts with the result previous study and rejects the 

hypothesis put forward. Gonthier and Schatt (2007) in previous study find that companies 

within IT industry normally need to pay higher audit fees to external auditors than companies 

in other sectors. Therefore, the result indicates that for companies listed on Shenzhen Stock 

Exchange, the industry type is not an important factor that impacts the audit fee. 

The result that type of industry does not affect the audit fee is unexpected in this study. 

One possible explanation can be used to interpret this result. The complexity degree of auditing 

process is different among different companies within the industry, not just between the 

industries. To be more specific, those companies who have more subsidiaries are less complex 

to be audited than those companies that have fewer subsidiaries. According to Brinn et. al 

(1994), the level of risks of companies who have more subsidiaries is lower, therefore, the audit 

fees of these companies are lower.  

 

Limitation 

This paper still exists some limitations. The first limitation is that this study only 

mentions one part of auditor side when evaluating the determinants of audit fee. Walid (2012) 

clearly divides determinants of audit fees into two categories: client attributes and audit firm 

attributes. In addition, Kikhia (2015) also divides the determinants into client characteristics 

and auditor characteristics. However, this paper only mentions one factor relating to auditor 

side.  

Additionally, this study only divides the type of industry into two categories: 

manufacturing and non-manufacturing. Within non-manufacturing industry, there exists many 

different categories, such as tourism industry, real estate and environmental and public 

facilities management. Different branches within non-manufacturing industry may have 

different situations regarding auditing service.  
 

Reliability & Validity  

This paper uses a longer period of time (2009-2018) to evaluate the relationship 

between audit fee and those variables influence audit fee. Using a long period of time to test 
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the relationship between variables is more reliable and credible. Also, all data in this study are 

collected from formal database CSMAR and this paper did the multi-collinearity test to prove 

the validity of variables used in this research. Table 5 below is the result of VIF test. It can be 

seen from table that all VIF values are less than 10. Therefore, no collinearity exists in all 

variables. Therefore, the sample chosen is valid.  

 

Table 5. Multi-collinearity Test Result 

 

Variables  VIF 

BIG4 1.07 

LnAsst 1.22 

ROA 3.40 

DebtRatio 3.39 

IND 1.01 

This table is based on totally 625 companies’ data from 2009-2018 

 

Theoretical Contribution 

This paper investigates the determinants of audit fees by using the evidence from 

Chinese listed companies in Shenzhen Stock Exchange. Currently, many kinds of research have 

been conducted to explore the determinants of audit fees in European market, Arabic market 

and US market. Although there exist some research papers which conduct this topic by using 

Chinese listed companies. However, no research currently studies the determinants of audit 

fees by using a sample of companies listed in a specific region. Therefore, through using the 

sample of Chinese companies listed on Shenzhen Stock Exchange, this paper displays a more 

specific result regarding how those variables determine audit fee of listed companies in 

Shenzhen market.  

The result of this paper not only provides an academic knowledge basis for later 

researchers who want to investigate the relationship between audit fee and its various variables, 

but also puts forward some suggestions and advice for auditee firms and auditors. For example, 

if there does exist a relationship between audit fee and auditor firms, then the auditee firms can 

consider how to control their auditor costs when choosing auditor firms.  

 

VI. CONCLUSION 

The main purpose of this research is to identify the determinants of audit fees and to 

check whether auditor size, auditee size, auditee profitability, auditee risk and type of industry 

influence auditee fee charged by accounting firms. This study uses totally 625 non-financial 

companies listed on Shenzhen Stock Exchange during 10-year (2009-2018) period. The 

ordinary least square regression model is used to investigate the relationships between these 

variables. Based on this methodology, this study indicates that those accounting firms which 

are large and renowned all over the world usually charge higher audit fee when providing 

auditing service. Also, the larger the target companies are, the higher audit fee is charged. 

Additionally, those client firms which are highly profitable usually need to spend a higher audit 

fee. As for the auditee risk, a higher risk of loss that client company has, the more audit fee 

will be charged.  

This study not only focuses on Chinese market, but also stands on a specific region, 

which is Shenzhen Stock Exchange. Therefore, this paper puts forward an accurate blueprint 

of how to control their costs for companies listed on Shenzhen Stock Exchange since it points 

out whether certain factors are related and how they related to audit fee. In addition, this 

study provides effective merit to those auditors who want their auditing services exactly 
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match their services. Another important point is that this paper establishes a reliable theory 

base for those researchers who want to do an investigation on the same topic.  

This study has two limitations. The first one is that this study only mentions one part 

of auditor side when evaluating the determinants of audit fee. Another limitation is that this 

study only divides the type of industry into two categories: manufacturing and non-

manufacturing. Further research is needed to add more variables relating to the auditor side 

and use more detailed information to evaluate the determinants of audit fees. 
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