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The Relationship between the Corporate Financial
Constraints and Auditor’s Fees in light of the Moderating
Role of Cash Holdings and the board Characteristics:
An Empirical Study on Companies Listed in the Egyptian
Stock Exchange

Abstract

The purpose of this paper is to study and examine research the effect of the corporate
financial constraints on auditor’s fees. In addition, the study investigated the effect of cash
Holdings and the characteristics of the board of directors as moderating variables on the
pervious relationship. The multiple linear regression method was used to test the research
hypotheses. the sample used in the current study consists of (97) non-financial firm listed
on the Egyptian Stock Exchange with a total (477) annual views for the period from
2016 through 2020.

The research relied on the use of alternative measures of research variables in order to
analyze the stability and reliability of the results, where the corporate financial constraints
were measured by (KZ-Index), and the cash dividends paid to shareholders index. The
auditor's fees were also measured through the natural logarithm of fees, and the value of
the fees.

Under the fundamental analysis, the results of the study showed that there was no
significant eftect of the corporate financial constraints on the auditor's fees. In addition,
the results showed that there was no significant effect of the level of cash Holdings, the
size of the board of directors, the duplication, and the number of board meetings on the
previous relationship. While there is a significant negative effect of each of the
characteristics of the board of directors combined, and the diversity of the gender of the
board members on the previous relationship.

Under further analysis, all the moderating variables were treated as control variables.
The results showed that there was no significant effect of the level of cash Holdings,
board size, duplication, number of meetings, and gender diversity of board members on
the auditor's fees. Finally, under the sensitivity analysis, the result of the sensitivity
analysis is complete agreement with the results of the fundamental analysis with respect to
the first main hypothesis. This indicates that the results of sensitivity analysis fully support

the results of the fundamental analysis related to the main relationship under study.

KeyWO rds: Corporate Financial Constraints, Auditor’s Fees, Cash Holdings, board

Characteristics.
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Board n
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: . Board | Boand . .
- CH* | Conee- | Firm | Board . - .. | EDU | BME | GEN | Charac-
At K AF | FC ROA | Las utration | Stz Size U | BE | GEN Ch?r?b Sine fFC | #FC | *FC | teristics
teristies | FC +fC
O Rl I
sig
Comre | 0.050%
Fol e omr | !
I Come | 01012 | 05W 1

sig | 0000 | 07

Corre | 04407 | 0.0884 | 0.007

cFr
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CEN*FC Cn_mz 04505 | 0 QMI_ 40 | 031 | 00 | 0170 -ﬂ.!lg?! [ um_ 1003 | 0 M_ 0.003 | 0659 | 0430 | 0251 | 0.4 | 0.2M 1
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Hausman  Lad) alasna) 2 ¢l (S8 clball Jhe @3) 7 3saill aaaily
Ob Q3 aaall (s Hlas) 2 Cua ¢cpiladl uadsalll o 424l Specification Test
DY Chi® dgies e Teling ¢tV 5a dblsdall clyslall g3 Jlaasy) z3s
Prob >Chi® il 13l ¢ jLaay) 1agy Galall aaall (ayd (i) 5 Jsd < Hausman
33 i) zisai oF i e gy danll Gapdl) g aaall 2y Jod wia %5 ey
%5 J&i Prob >Chi” culS 13 Ll ¢ jlasiy) mili yrasdi & JumdY) 5o 4lsial) ol
il sl ) JassY) migas o G Le sy dandl (sl Jaig paall ()8 ad) o
Wby pndgaill (o dosina (38 25ag p2e Alla (8 Lay ¢ plaaiy) il uuads 3 L) o8
il a5s< Tyl Aglsdial) Bl g3 jlaady) z3gas e slaey) 2w Hausman Loy
Ca) il Leads «lall o ddiainl) ailadl) b ey ik e IS laey)
(2021 G sl 5 2021 edadac) Aol <ol sal

(ralad) Jalall) Gaal) (gag B jLid) il —7-4-6
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A yeadl L LY daysy (A Bl UL digiad) L Ll daabie e Sllual
;AW (1) Alsleall Gy conmiall Jadl) laaiy) z3sas o slaie) Pla e ey 3 g

Log Fee(it) = Bo + Bl FC(it) + Bz Firm Size(it) + BS ROA(it) + B4 LeV(it) + BS
Concentration iy + £y

1)

£

)

Eua

-

() Bl e (1) A5 cblaal) Cilhe Y aulall guleslll i iLog Fee g
| PWAS sl aa M0 g
IS pse (i€ aiblua Bale) o3 Lilas) ajdll 13 LadYy
LI 5 daalye o liluall Ciile el e Dgine I3l 20 5l 55 Y :HO

A peadl) ALl (35Y) duayss (b Bakall CISHAL dgid)

z 35l aanily ((FCpiy) siiall Ausina (Ao Teliy dnie (e Gapdl) 138 J58 v
Hausman Las) <ilu judns .Hausman Lad) chia) o3 A8l oda jlasy Jad)
by sHausman Lasy Gy cuadoatll o dagine (3958 29a pae ) (H1) Ganidl )l

Random Effect

adlgpdall il 53 JlasiY) zises o dlae) s Aall ods

O Bl ) paileadl) 8 clay) il e U< jlaey) 8 2al 450 Ty Model
ol i) &5l A (5) ) Jsrs g el clysdll cadlaa) il Laady Syl
Al @yl g3 lasyl 2 dga alasauly (HI)

(HI) sl Jlis) ailia -5 Jgan

Model (1) B Std. Err Z Sig Hypothesis
Cons 3.46966 | 0.64133 541 0.000
FC -0.2622 | 0.369844 0.71 0.478
ROA -0.2224 0.1727 -1.29 0.198
Lev 0.17960 | 0.08499 2.11 0.035 H1: Rejected
Concentration | -0.0023 | 0.00668 -0.35 0.730
Firm Size 0.39560 | 0.03079 541 0.0000
Prob> Chi? 0.0000
R? (overall) 0.6013
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Le 525 0.6013 R* (Over all) aosill Jalra gy LS ¢duall Jae 280l 5LasY = 3gall
Giilye lal b clpsil) Jea) e %6013 awis b @IS0 LW 25l 558 )l
o 08l L 05 o oSadl) e 9T alse ) %39.87 duiall sl g iy tlilual)
289 Al Ayl Lgllin a1 il ¢Syl bl 2ol Gy bl e s
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e il e SIGAN AL 35l (gpina 5E0 d5m oo ) Ll sl s LS
ol mpdl) (imdyg adall (myd Jgid o3 35 adles €0.478 Ldlaia) e yie @l ililual
allsdl Aaale oo clbilual) e ciladl Ao Ligina cilSpall Llal) 4oadl A5 ol Jolal
oo Aatil) s2a Cabidty Ayl ALl (3 5Y) daygr B Basdall AN digiad) dullal)
(Benjamin, 2019; Matozza et al., 2020; Porter 2020; Chen et «ilu)p milw
.al., 2018)

28 clbleal) Cilye Gladl e Al L) 350l (goina 550 d5as are o Gald) Sy
35 pacg dpeaall Jlee¥) &y daliall Ciledd il Bgu b Al i ) s
O WS ciapaadl daabal) (yan (& SN SLiiily cdaalyall (slCe 2081 Ty diia duidlie
Laahall Joony Lalal) Jlee ) ana e Toliy Lolatl sy o 58 Auyeadd) Zanlyall (uil<e
Gl 3l Apeas w2l Jany ISl @l o g8 Cam ¢ aaall ALl 35l e Teliy G
e L a3 Aoyl e Tely lal) a2y ¢Jlee ) pans JoV1 ol 3 ddasiye
Jaalyl)
(H2) AGY nstpl) Qi) jlid) Ao ~2-7-4-6

el e il sl I agill (gginal) il LS Le Lad) iyl 1ha Caagiu
Ll Lol (ggiese DAL it Logiad) AL Q315 Laalpe (e Cllaall (il
zisal o alaey) P e @lld &5 385l pmall Ll GhsY) dayss (b Buiall IS,
;I (2) Aaleall Gy conaiall Jadd) lasiy)

Log Feeiy = Po + P FCy + B2 CHeyy + Bs (FCiin™ CH i) + Pa Firm
Size(it) + B5 ROA(it) + BG Lev(it) + B7 Concentration (it) + &(it) (2)
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Laalye e cblaall Gl Gl Ao IS5l 400 2ol (gyinall il cabisy ¥ :HO
Ssiene DAL L pnall LI 301 Aoy o Baall S, AN o grad) AL 3530
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Jlia) @l jedes JHausman jlad) ehia) a5 A0kl sda jlidy Joadl) 735l

olasY Labg cpadsalll o Augins (3508 35ag are ) (H2) Ciadl (il Hausman

Llgdall lyilal) g3 Hlaaty) z3sai e alaey) s Al sda ds <Hausman

plaaials (H2) La)dl) jlad) =il ) (6) a3 Jsas edus (Random Effect Model

Alsdall sl g3 laa) z3sa

(H2) okl is) milii 16 Joas

i il Jalas JB i | PV B 831 B A
e < | ALa8i BlEAY) (g sl
Model (2) Alall Adaaal) el Jae iies
B Sig B Sig Hypothesis
Cons 3.537259 | 0.000 3.5372 0.000
FC -0.2622 0.478 0.02163 0.627
CH -0.1823009 | 0.428
CH*FC -0.064324 | 0.840
ROA -0.2224 0.198 -0.20488 0.240 | H2: Rejected
Lev 0.17960 0.035 0.1968811 | 0.024
Concentration -0.0023 0.730 -0,00208 0.756
Firm Size 0.39560 | 0.0000 § 0.3928609 | 0.000
Prob> Chi? 0.0000 0.0000
R? (overall) 0.6013 0.6016

o J3 225 0.0000  £15Chi” Zalias dlaay) dadll of Joaall 138 (e g
Obaind peay Laa fo5liy a3 (631 jlaaii) #3gai dagine () el Lo 585 0.05 disine (ggiune
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AN Allal) 39u8ll (gginall SN Cabias " oL QB od) i pdl) iy el s sl
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.(Benjamin, 2019)
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e P 55l (e 428 Ly 2016 ale Pl Ly Latiad) el 2Ll 56dl) e 58h o
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Fan
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Log Feey = Po + B1 FCiry + P2 Board Characteristics gy + B3 (FCep *
Board Characteristics () + Ba Firm Sizegiy + ps ROAy) + Ps Levir + B7

Concentration gy + &gt (3)
;o ua
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(H3) Gl JLaa) @il 7 Jgaa

iy gala g i | Y o 010
e = 50 Galaa pailadl
Model (3) A2l Adanal) Tal Jina S
B Sig B Sig | Hypothesis
Cons 3.537259 | 0.000 3.29897 0.000
FC -0.2622 0.478 0.18078 0.025
Board
Characteristics 0.101699 0.006
FC * Board
Characteristics 0.0812066 | 0.032 H3: Accepted
ROA -0.2224 0.198 -0.22489 0.191
Lev 0.17960 0.035 0.171359 0.043
Concentration -0.0023 0.730 -0,003050 | 0.647
Firm Size 0.39560 0.0000 0.3949248 0.000
Prob> Chi? 0.0000 0.0000
R? (overall) 0.6013 0.6108

o J3 25 0.0000 &3 Chi* dalany dlany) dadll of Joaall 1a (o ez
i peay Laa fo5liy a3 (631 jlaai¥) #3gai dugine () sl Lo 925 0.05 dusine (g
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Variables Fixed Random Prob> Chi2 Model R
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Firm Size 0.26998 0.39423

53 syl zaga aladiuly

(H3c) sl las) &l () (11) o8) dsas s
.Random Effect Model islsasll i)

(H3c) sl jLid) it (11 Jgan

a i ol g | N 2T B
TiNall A ) udaa cilelaia) dand
Model (6) ABlall A3l Jama il B oY)
B Sig B Sig Hypothesis
Cons 3.537259 0.000 3.493879 0.000
FC -0.2622 0.478 -0.00307 0.947
BME | - | e 0.009861 0.864
FC*BME | - | oo -0.062115 0.303
ROA -0.2224 0.198 -0.20955 0.224 H3c: Rejected
Lev 0.17960 0.035 0.179820 0.034
Concentration -0.0023 0.730 -0.00211 0.751
Firm Size 0.39560 0.0000 0.39423 0.000
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