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Abstract. In this way, the object of the research will be A-share listed
companies in Shanghai and Shenzhen in 2013-2022, and this paper will
work with the two-way fixed effects model and have an empirical research
on the impact of corporate digital transformation on audit fees. The results
of the study prove that the connection between digital transformation and
audit fees is positive i.e. the more company is digitized the higher the audit
costs. This can mainly be attributed to the fact that digitalization has
provided the new avenues of earning management in the business and
brought in better efficiency and due to the lack of technical ability of auditors
and low internal controls practices by businesses, audit fees are inverted.
The moderate effect analysis proves that quality of internal controls and
larger enterprise are important weakening factors that increase the positive
effect of the digital transformation on audit fees which is the effective
negative moderating factor. The study can provide some experience and
source to the businesses that can prompt digital transformation and
contribute to the active growth of digital economy.

1 Introduction

Digital transformation is the comprehensible adaptation and transformation of different
business practices, cultures, and underlying principles of ventures by using new technologies.
The country has strongly advocated the enhancement of the digital economy over the past
few years, boosted the pace of digital industrialization, and facilitated the rapid enhancement
of the digital economy. The total global digital economy experienced 41.4 trillion US dollars,
an increment of 7.4% compared to the same year prior, and was equivalent to 46.1% of GDP
in 2022. It is a key strategic decision to take advantage of the prospects of the new round of
intensive energy, technology, and industrial revolution. The digital transformation of
enterprises is the most significant component of the economic development, which
contributes to the creation of sustainable development of the digital economy. Currently, the
majority of businesses have learned the value of the digital transformation and have started
to implement transformation and change actively and the trend is growing every year. A
digital transformation has now become the sole means through which enterprises can improve
in the long run. At present, the main fields of study of the digital transformation in China are
mostly influenced by the elements of enterprise management process, performance and
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innovation. On the one hand, through the assistance of technologies like big data, an
enterprise may design decision-making models, enhance their scientific and efficient
decision-making abilities, streamline their organizational structure and business process, and
boost their efficiency. Conversely, the information access has been varied with the growth of
the Internet platforms. These information platforms provide enterprises with a full
opportunity to access the information they require, which does not only minimize the risk of
information asymmetry, but also enhances the accuracy of the assessment of the enterprise,
therefore, enhancing enterprise management. A similar finding has been demonstrated by
Zhang Zetong and Luo Jianbing which has been through empirical analysis that, the digital
transformation can enhance the sensitivity and responsiveness rate of a company, and thus
the business performance of a company [1]. Concerning corporate innovation, there is no
consensus among scholars as to whether digital technology can speed up the innovation
process of a company and therefore contribute largely to innovation. Wang Cai is of the view
that digital transformation would positively influence the dynamic capabilities of businesses.
Digital transformation positively influences the dynamic capabilities and innovative
performance of businesses as the personal forgetting and entrepreneurship orientation
increase [2].

Currently, audit fees studies are quite advanced, and the relevant variables are not uniform.
Through the investigation, Li et al. observed a positive relationship between audit fees and
the executive team incentive differences [3]. Based on the empirical research. Bai Jun et al.
explained that the highly noticeable effects of customer relationship dynamics on both audit
process and expense are that the shift in customer relations causes a registered accountant to
augment his/her audit activities and sensitivity to audit risks, which, in turn, lead to increased
audit cost [4]. Moreover, the study by Chen Lihong et al. also verified the positive effect of
correlation between the abnormal audit fees and disclosure of key audit matters, particularly
in certain specific samples, low profit reports, accountants of top ten firms and industry
experts that audited firms and participation; this correlation was more evident [5].

Audit risk expected losses (losses due to audits), levels of audit cost investment, and
reasonable levels of profit are considered to be the major influencing factors of the degree of
audit fees. Auditors rely on audit risk as a prime determining factor to make audit judgment
and decisions. In case of high-risk audit jobs, the auditors strive to minimize risks and, in
turn, to raise audit fees to compensate the possible risks [6].

The informationization building of the audited organization is usually intertwined with
finance and the high-level information technology can present new opportunities in
management of the enterprise in earnings management. Moreover, the certified public
accountants are often lacking expertise in information technology and those information
technology specialists hired externally seldom possess professional knowledge in areas like
finance and accounting. This complicates the process through which auditors detect possible
earnings management practices of enterprises through complex and challenging software. To
ensure the firm is tolerant of risks, the more the digitalization of the audited organization, the
more the costs of conducting an audit by auditors to mitigate inspection risks, and thus the
greater the demand on audit fees. The profound mix of business and digitalization has
facilitated the growth and transformation of businesses, but on the other hand, digitalization
has brought its own problems like the delay in institutional building and the inability of the
financial personnel to abreast digital transformations. When the internal control mechanism
of the enterprise is not able to keep pace with the digital transformation process, it will result
in the failure to conduct risk assessment of all activities of the enterprise, therefore, raising
control risks, causing internal control failure, and raising the audit fees [7].

A high quality of internal control generally implies that there are high reliability of audit
evidence which can partially lower the cost and risk of external audits. Meanwhile, the
internal controls could be effective to minimize the risk and probability of internal control
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loopholes that would not only decrease the risk of accounting companies, but also minimize
the volume of work done by auditors which would further decrease internal audit expenses.
Digital transformation can not only increase the levels of transparency of key processes in
the enterprise decision-making, research and development, production, operation and finance,
optimize the environment of internal control systems and increase the efficiency of internal
information communication, provide a high level of reliability to accounting data through
information system updates, enhance the authority of financial reporting, positively supports
the enterprise to make decisions, and is favorable to the reduction of the audit fees [8]. Last
but not least, there is the role played by the size of the enterprise on the audit fees. To begin
with, the bigger the size of an enterprise, the greater resources and stronger capabilities it has
to accelerate the digital change. Digital transformation of such businesses will allow more
successfully allocating the resources, streamlining business processes, and enhancing the
level of data processing automation, which will simplify and make the audit more difficult.
Secondly, the bigger the size of the enterprise, the more comprehensive the corresponding
systems, and a comparatively healthy internal control mechanism and risk management
system will be created. Digital transformation can be used to enable these enterprises to
further enhance the effectiveness and transparency of internal controls, the occurrence of data
and operational errors is minimized, and consequently, makes the audit work less complex
and expensive. Moreover, large enterprises are also able to set up internal audit institutions
with the purpose of realizing automation and standardization of audit procedures, further
streamline audit structure, and cut audit costs. Lastly, big businesses normally do business
with highly specialized audit service providers that have wide audit experience and expertise,
and hence, offer a more efficient and precise audit service to the business. Meanwhile, big
companies will be more concerned with advancing professionalization and standardization
of audit work, enhancement of the quality of audit work and its efficiency, as well as further
decreasing audit expenses.

2 Research design

The sample and data sources are as given below. Using the Shenzhen and Shanghai list
company 2013-2022 A-share data as the research object, the following criteria were
undertaken: constantly negative results within three years, constantly negative results within
two years and sampling data with empty data, and obtained a total of 13688 sample data. The
data on internal control is downloaded through Dibo database, and the rest is through the
Guotai an database.

2.1 Variable measurement and definition

According to Table 1, this article employs the audit fees (AuditFee) as dependent variable
and calculates the total audit fees as the logarithmic processing of audit fees in the statements
of accounts. Digital transformation is the explanatory variable. Based on the corresponding
practices of Wu Fei et al. identify and categorize words surrounding digital transformation,
and eventually create the overall frequency of words. The overall lexicon will be
logarithmized to show the overall index of enterprise digital transformation [9].

The moderating variables considered are internal control and the size of the enterprise
with internal control being a product of the DiBo Internal Control Index. The higher the value,
the more the internal control level in the company. Seeing that the values of this index are
going to be measured on a 0-1000 range, to avoid the direct comparative impact brought
about by the order of magnitude, this paper normalize the research method of Nie Xingkai et
al. and then start with 100. And scale of the enterprise is the logarithmic treatment of the total
assets in annual report [10]. Using the available research findings, control variables are select



SHS Web of Conferences 234, 04004 (2026)
ICIEBM 2026

https://doi.org/10.1051/shsconf/202623404004

return on equity (ROE), property ownership (SOE), Big 4 accounting firms, loss, and liquid

ratio.
Table 1. Variable Definition.
Variable type variable name variable variable definition
symbol
Explanatory Digital - ..
. . +
variable transformation Digital In(total frequency of digital words+1)
expl;d ined audit fee AuditFee In(audit fee)
variable
internal control Ie Dividing the DiBo internal control
rnod.erator ! index value by 100
variable company size Size In(total corporate assets)
Return on equity ROE Net profit/average }?alance of owner's
equity
property SOE State owned is 1, otherwise it is 0
ownership
Four maior law The company has passed the four major
J Big4 audits and is rated as 1, otherwise it is
firms
rated as 0
control variable Is there a loss Loss If the net profit for the year is less than
0, take 1; otherwise, take 0
company size Size In(total corporate assets)
current ratio Liquid Current assets/current liabilities

2.2 Model Construction

To examine the impact mechanism of digital transformation on audit fees, the following three
models are constructed:

AuditFee = o + a,Digital + o,,Controls + Z Year + Z[D +& )
AuditFee = a + a,Digital + a,Icq + o, Digital x Icq + a,Controls + Z Year + z ID+e& (3
AuditFee = a + a,Digital + a,Size + a, Digital x Size + ¢ ,Controls + Z Year + Z ID+e 3

In the formula, a1- 04 are the coefficients of each variable; Year is the fixed annual effect;
ID is an individual fixed effect; € is the estimated residual; o is a constant term. To minimize
potential errors, a bidirectional fixed effects regression model controlling for year and
individual was chosen.

3 Empirical analysis

The preliminary descriptive statistical analysis will involve presenting the distribution of
count data and mode: the average count of the data, inter-percentile ranges, and per centiles
as well as percentile ranges. The initial descriptive statistical analysis will involve the
presentation of the distribution of count data and mode: the average count of the data, inter-
percentile ranges, per centiles and percentile ranges. The selected variables of the research
institute were analyzed descriptively and its findings presented in Table 2. AuditFee has the
range of 12.43-15.99, the mean of which is equal to 13.76. Logarithmic processing is right
as indicated by the huge variations in the audit fees of various enterprises. Conversely, the
values of digital transformation range between 0 and 5.352 with a mean of 1.566 and a
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standard deviation of 1.407. This shows that the level of digitization of listed firms differs
greatly and additional initiatives are required to enhance and advance digitalization.

Table 2. Descriptive statistics of variables.

Variable | Sample size | Mean | Standard deviation | Minimum | Maximum
AuditFee 16 388 13.76 0.608 12.43 15.99
Digital 16 388 1.566 1.407 0 5.352
Icq 16 388 6.527 0.726 2.994 8.186
Size 16 388 22.29 1.252 19.91 26.72
Big4 16 388 0.054 0.225 0 1
ROE 16 388 0.072 0.112 -0.634 0.568
Loss 16 388 0.092 0.29 0 1
SOE 16 388 0.282 0.45 0 1
Liquid 16 388 2.434 2.234 0.301 22.88

3.1 Correlation analysis

Table 3 indicated that the correlation coefficient between the audit fees (AuditFee) and digital
transformation (Digital) is 0.157, which is positive and significantly correlated (1% level).
The preliminary test of hypothesis stating that digital transformation and audit fees are
significantly positively related has been proven. The other variables chosen do also show
some degree of correlation, which shows that the control variables chosen are somewhat

feasible.
Table 3. Correlation test results.
variable | AuditFee | Digital Icq Size Big4 ROE Loss SOE | Liquid
AuditFee 1

Digital | 0.16%** 1

Icq 0.09%** | 0.02%** 1

Size 0.73*** | 0.04%*** | 0.17*** 1

Bigd | 0.39%** 0.01 0.10%** | (.32%** 1

ROE | 0.02%%% | -0.03%** | 0.40%%* | 0.13%** | 0.06%** 1

Loss 0.05%** | 0.03%** | .. 20%%* | -0.04*** | -0.02%** | -0.68*** 1

SOE 0.18%*** | .0.09%** | 0.05%*** | (0.39%** | (.13%** | -0.04*** | 0.02%** 1

Liquid |-0.31%** | 0.01 0.01 | -0.35%** |-0.08*** [ 0.08%** | -0.10%** | -0.]18%** 1
Note: * * and * * * represent P<0.05 and P<0.01

3.2 Regulatory mechanism analysis

Good internal control tends to imply a higher reliance on the reliability of audit evidence, thus
decreasing the cost and risk of external audit, and to a certain degree, decreasing the audit fees.
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Furthermore, the scale of the business can also influence the connection between the digital
transformation and the audit fees. Typically, the bigger the organization, the more and more
powerful the resources it has, and they help such organizations to distribute resources equitably
during digital transformation. In the meantime, the introduction of increased internal control
mechanisms and risk management systems can also be found in larger businesses, which will
decrease the impact of the digital transformation on audit risks. In order to examine how the
two factors can effectively diminish the growth of the audit fees as a result of the digital
transformation, internal control and enterprise size were introduced as moderating variables and
models (2) and (3) were developed to confirm the presence of the relationship between the two
variables and audit fees. The findings are presented in Table 4.

Table 4. Analysis Results of Regulation Mechanism.

(1) 2) (3) 4)
variable ] ] Internal
Enterprise Scale | Enterprise Scale | Internal Control Control
0.0138*** 0.0143*** 0.0140%** 0.0139%**
Digital
(0.0025) (0.0025) (0.0025) (0.0025)
si 0.3471 %% 0.3475%%** 0.3479%** 0.3487*%**
ize
(0.0051) (0.0051) (0.0051) (0.0051)
0.0109%** 0.011 1***
Icq
(0.0026) (0.0026)
0.0038**
SizexDigital
(0.0016)
o 0.0064***
IcqxDigital
(0.0017)
5.855 o*** 5.845 2¥** 5.908 5%** 5.891 5***
Constant term
(0.1099) (0.11) (0.1106) (0.1106)
Controls Yes Yes Yes Yes
Year Yes Yes Yes Yes
ID Yes Yes Yes Yes
Sample 16 388 16 388 16 388 16 388
Database
adj. R2 0.4869 0.487 0.487 5 0.488

Note: * * and * * * represent P<0.05 and P<0.01, respectively; The standard deviation is indicated
in parentheses.

Going by the Table 4, column (4) it can be said that there is a positive correlation at
significant level 1 between the digital transformation and the audit fees. The two way
interaction coefficient between internal control and digital transformation Icq x Digital has -
0.0064, which is significant at 1 percent and with opposite sign as the main regression results
presented above. This implies that introduction of internal control negatively moderates the
positive correlation between digital transformation and audit fees, thus nullifying the
augmentation of audit fees and confirming the fact that internal control affects the positive
impact of digital transformation and audit fees negatively. When see column (2) of Table 4,
it is obvious that at a significant level of 1 percent, there is a positive relationship between
digital transformation and audit fees. The coefficient =-0.0038 of interaction term of the
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digital transformation and enterprise size Size has negatively correlated value but at the 5%
level and opposite to the main result of regression above. It means that addition of the
enterprise size would significantly render the positive relation between the digital
transformation and audit fees weak, which proves the hypothesis that the negative moderating
effect of the enterprise size on the positive effect of the digital transformation and audit fees.

4 Conclusion

This article empirically investigates the variables in the sample by using the sample
companies that are listed in Shanghai and Shenzhen to 2013-2022 based on the findings of
the impact of digital transformation on the audit fees. The researchers formulated that the
significant impact of digital transformation is to increase the cost of audit of companies. This
is due to the fact that the digital transformation is not only presenting a new frontier of
handling enterprise earnings, but also increasing the audit cost and audit risk due to poor
technical matching of auditors and backward building of internal controls thus depleting the
quantity of audit fees. In the meantime, good internal controls and the larger size of
enterprises may be seen to offset positive correlation between the two. Adequate internal
controls can be applied to enhance the reliability of the audit evidence and lower audit risk
and the high-volume enterprises can simplify the audit procedure because the digital
transformation will have a chance to leverage its resources advantage and upgrade the
systems. In the heterogeneity analysis, it is also disclosed that such positive relationship is
more significant in non-asset-intensive, non-heavy polluting, and high-tech enterprises.
Moreover, to test the hypothesis, the study constructed two-way fixed effects regression
model supplemented by the descriptive statistics, correlation tests and other techniques used
to empirically test the relationship between the digital transformation and the audit fees.

The research dimensions of digital transformation and audit fees can be extended further
and the trend of digitization technology iteration combined, the varied influences of
individual technology application on audit fees uncovered, and deficiencies in the existing
overall research can be addressed in future research. It is also possible to increase the focus
of the research sample to other entities like the New Third Board and small medium size
enterprises and investigate the heterogeneous nature of the enterprises at various levels of the
markets. Meanwhile, people can explore the mediating mechanisms through which digital
transformation impacts on audit fees, including transmission effects of variables information
transparency and level of earnings management, and people can also be conscious of the
reverse effects of the enhancement of digital audit technology on the relationship between
the two. One way in which can examine how the growing audit fees as a result of digital
transformation can be mitigated through the improvement of digital capabilities of audit
institutions. Moreover, the regulatory impacts of the digital economy-related policies on the
digital transformation and audit pricing of enterprises in parallel with the alternations in the
policy environment can also be studied, which will be more specific references to the practice
of enterprise digital transformation and the evolution of the audit industry.
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