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ABSTRACT
The study examined the impact of tax aggressiveness on audit fees, auditor switch and audit size. The population of study consists of all the consumer goods firm listed on Nigeria Stock Exchange as at March 2024. Secondary source of data collection was used in generating data from annual report and accounts of the 15 sampled firms for the period 2016-2024. Data generated were analyzed using descriptive statistics and OLS (ordinary least square) regression technique. Findings from the study indicated that significant relationship exists between audit fees and tax aggressiveness. Firm size and return on assets also have significant positive impacts on audit fees. While tax aggressiveness does not have significant impact on auditor size of consumer goods companies in Nigeria. Only return on assets and leverage were found to be significant in affecting auditor switch, each with negative impact. It is recommended that consumer goods firms should put more effort in engaging audit firm with more quality audit service in order to reduce level of tax aggressiveness. Also the stakeholder of consumer goods business should invest more effort to ensure that quality of audit is increase to match the growing tendency of tax evasion and audit firm with more quality audit service should be retained when engaged regardless of the cost been incurred on the audit activities. 


[bookmark: _GoBack]CHAPTER ONE
INTRODUCTION
1.1 [bookmark: _Hlk198402521]Background to the Study
Preparation of financial statement is essential for every business entity in order to transmit necessary information to the intended users. Such information reflects the current financial situation of the company on the basis of which it will be possible to take appropriate decisions. However, corporations are fond of making deliberate attempt to deceive or mislead users of published financial statements by showing a healthy profit status. This is expected because businesses are premised on profit motive and would want to curtail anything capable of reducing profits. However, the task of truth and reliability on the statement prepared for the stakeholders’ decision is usually carried out by none but an expert called auditor.  
As a result, contemporary managements do channel effort towards reducing tax burden or obligations (Salehi, Tarighi & Shahri, 2020). In the financial literature, the company’s efforts to reduce tax expense have been investigated, and can be referred to as: tax management (Moore, 2017), tax avoidance (Guenther, 2016) tax aggressiveness (Whait, 2018) and tax planning (Bradshaw, 2019). In the broad definition, tax aggressiveness is a wide range of legal activities aimed at reducing the level of tax liabilities (Arriff & Hashim, 2014), which ultimately results in lowering tax payments to the government. 
The efforts of auditors regarding tax aggressiveness cannot be downplayed considering the fact that the separation of corporate ownership from control necessitates the need for the appointment of an auditor to examine the financial statements prepared by the management. There are different perspectives on the relationship between tax aggressiveness and audit. For instance, Onatuyeh and Ukolobi (2020) pointed out that tax aggressiveness could be a reflection of the agency theory which may lead to tax decisions based on manager’s personal interests. As such, auditors must be there to assess and detect tax aggressive decisions by managers. 
This is because aggressive tax planning by clients is likely to increase the litigation risk faced by auditors. Also, shareholders often attempt to hold auditors responsible for tax-related deficiencies in the financial statements (Donohoe & Knechel, 2021). In the event that the firm is prosecuted by the tax authority for being tax non-compliant, the auditor could be implicated and be accused of failure to ensure disclosure of adequate tax reserves. As such, Klassen, Lisowsky and Mescall (2016) reported a direct relationship between tax aggressiveness and external audit, indicating that auditors see tax aggressiveness as a signal of potential audit engagement risk, and thus will adjust their risk assessment, increase audit effort and fees accordingly to compensate for the expected value of possible future liability losses, including litigation costs. 
From a different view, if companies are seeking to avoid paying extra taxes while complying with tax laws, they sometimes seek advice from tax consultants and auditors. Cook and Omer (2016) asserted that about 65 percent of companies’ receivable part of their tax advice and other related services from their auditors. Also, an audit firm who has more expertise, quality or width in the industry can better advise clients on tax matters including tax planning. By so doing, public audit firms may charge higher audit fees when there is evidence of aggressive tax planning by audit clients (Salehi, Tarighi & Shahri, 2020; Donohoe & Kenchel, 2019). 
Furthermore, Shu (2022) believes that big-size and the first time auditors are not likely to associate themselves with any iota of firms’ tax aggressiveness because of litigation exposure and reputational concerns. Given these, auditors try to adopt dynamic systems-based auditing approaches that will make it difficult for opportunistic managers to achieve their goals, but tax aggressiveness practice remains inevitable. Thus, this study investigates the impact of tax aggressiveness on auditor characteristics in Nigerian quoted consumer goods firms.        
1.2 [bookmark: _Hlk198402560] Statement of the Problem 
One of the reasons why shareholders engage auditors is to ensure that the financial statement present a true and fair position of the company. However, there are cases where Nigeria companies are taken to court by the tax authority and such companies are found guilty of infringing on different tax laws. For example, in 2014 and 2021, the case of Halliburton energy services Nigerian limited vs. Federal Inland Revenue Service. The court of appeal sitting in Lagos upheld an additional $6,972,248 (about N1.24billion as at then) tax assessment against Halliburton energy services Nigeria limited (HESNL) for the year, of which the account has been audited by an engagement partner from pricewaterhouse Coopers (PWC), however, such material fact was not disclosed by the auditor. 
Also in November 2019, MTN Nigeria instituted a lawsuit against the Accountant General of the Federation (AGF) after the AGF demanded the sum of N242 billion and N1.2 billion for import duties and value added tax respectively. Although, MTN Nigeria protested the request claiming the Attorney general has zero statutory power over tax matters and also that it is the responsibility of the Federal Inland Revenue Service (FIRS) to assess and collect taxes. The AGF consequently dropped the case as directed by the office of the Attorney General of the Federation. Later on, the FIRS and the Nigerian Customs Service took over, and the accused company was charged over certain prior account which has been audited. It thus becomes increasingly worrisome when companies are being dragged to court by tax authorities and they eventually lose the case to the tax authorities.    
 
1.3 [bookmark: _Hlk198402587]Objectives of the Study
The general objective of this study is to investigate the impact of tax aggressiveness on auditor characteristics in Nigeria quoted consumer goods firms. 
Specifically, the study;
i. Investigate the impact of tax aggressiveness on auditor size in Nigerian quoted consumer goods firms; 
ii. Examine the impact of tax aggressiveness on auditor switch in Nigerian quoted consumer goods firms
iii. Assess the impact of tax aggressiveness on audit fee in Nigerian quoted consumer goods firms. 
1.4 [bookmark: _Hlk198402604]4
The following research questions are raised for this study. 
i. What is the effect of tax aggressiveness on auditor size in Nigeria quoted consumer goods firms? 
ii. What is the effect of tax aggressiveness on auditor switch in Nigerian quoted consumer goods firms?
iii. What is the effect of tax aggressiveness on auditor switch in Nigerian quoted consumer goods firms? 
1.5 [bookmark: _Hlk198402632]Research Hypotheses 
The following null hypotheses as formulated in line with the research objectives were tested: 
H01:	Tax aggressiveness has no significant impact on auditor size in Nigeria quoted consumer goods firms.
H02:	Tax aggressiveness has no significant impact on auditor switch in Nigeria quoted consumer goods firms.
H03:	  Tax aggressiveness has no significant impact on auditor switch in Nigeria quoted consumer goods firms.
1.6 [bookmark: _Hlk198402650] Justification for the Study 
Several recent studies have examined the association between tax avoidance/aggressiveness and auditor characteristics (Onatuyeh & Ukolobi, 2020; Salehi, Tarighi & Shahri, 2020; Nanik 2019; Pratiwi, Subekti & Rahman, 2019; Deslandes, Fortin & Landry, 2019; Klassen, Lisowsky & Mescall, 2016; Heltzer & shelton, 2015; Donohoe & Knechel, 2021). However, this stream of studies offers nil or partial explanations as to the extent to which the adoption of tax aggressive strategies by manager can facilitate auditor switch. 
Moreover, none of these studies focused entirely on Nigeria quoted consumer goods firms to the best knowledge of the researchers. This study thereby localizes its focus to Nigeria by considering extent to which the adoption of tax aggressive strategies by manager can facilitate auditor switch, likewise emphasizing on consumer goods companies because of the existing literature gap and their high economic relevance. 
The major stakeholder that will benefit from this study is the tax authority as a user of the financial statement in assessing the companies of tax in the discharge of their duties. In determining the tax liability of any company, the tax authority relies on the financial statement. Therefore, it is important that the auditor does a good job to ensure that the financial statement present a fair position of the company’s transactions. If the auditor is able to do the good job, the tax that is arrived at will be correct, otherwise, companies may have assessment issues with the tax authority. Other beneficiaries of the study include the auditors, management of companies and academic researchers.       
1.7 [bookmark: _Hlk198402663]Scope of the Study
This study analyzed the impact of tax aggressiveness on auditors’ characteristics of Nigeria listed firms. This research is limited to audit characteristics variables measured by three proxies namely audit fee, auditor switch and auditor size within the context of listed non-financial companies between 2011 and 2019 financial year. 2011 was selected as base year because the higher tax-to GDP ratio in Nigeria for over a decade now as recorded in 2011according to OECD. 


[bookmark: _Hlk198402687]CHAPTER TWO
LITERATURE REVIEW
2.1	Conceptual Framework 
In this section, various concepts adopted as well as the theory underpinning this study were discussed. Also, relevant extant literatures were reviewed to portray the current position on the subject of tax aggressiveness and audit characteristics.
[bookmark: _Hlk198402707]2.1.1 Tax Aggressiveness  
 The term ‘tax aggressiveness’ lacks universal dentition as it might connote different thing to different people (Hanlon & Heitzman, 2018;  Annuar, Salihu & Obid, 2022). The concept has the same meaning as tax planning, tax avoidance, tax mitigation, tax minimization and tax shelters in terms that they meet the legal and ethical provisions established by the tax authorities (Armstrong, Blouin & Larcker, 2022). Tax aggressiveness has multiple conceptualizations, references and even different ways to measure, but most of them have the same meaning and purpose but differs in their effect on the companies’ health (Boussaidi & Hamed, 2023). 
Given the ambiguity surrounding tax aggressiveness, there are several definitions put forwards by researchers in recent times. According to Onyali and Okafor (2019) defined tax aggressiveness as a strategy employed by the management of corporate organizations, which are set of processes, practices, resources and choices whose objective is to maximize income after all corporate liabilities owned to the state and other stakeholders. The implementation of this kind of strategies is geared towards reducing the tax base which allows generation of high potential non-tax cost that arises from agency conflict or tax-authority, such as penalties and rent extraction (Desai & Dharmapala, 2019). It is clear that tax avoidance goal of every corporation is to increase the net income of the company which creates a positive signal to foreign investors. 
To Frank, Lynch and Rego (2019), tax aggressiveness is the manipulation to lower tax income due to a kind of tax planning that can be considered as tax management. In a more comprehensive manner, Lisowsky (2020) presented tax aggressiveness as activities close to the end of a continuum of tax avoidance actions that range from legitimate tax planning to investment in abusive tax shelters. Whereas, Choong (2022) posited that tax planning is crucial to achieve the objective of eliminating, minimizing, or deferring the income tax to a later year of assessment within the ambit of the law. 
In the same Vein, Chen, Chen, Cheng and Shevlin (2020) perceived tax aggressiveness to encompass tax planning activities that are legal, or that may fall into the gray area, as well as activities that are illegal. A more simplistic meaning is found in Hanlon and Heitzman (2020), wherein it was defined as the reduction of explicit taxes. In line with this trend, this study views tax aggressiveness as the reduction in the explicit corporate tax liabilities via tax planning activities which could be legal or illegal. 
Tax aggressive actions are viewed as a veritable investment for firms and shareholders as it can be used to reduce the tax liabilities and improve revenue (Onatuyeh & Ukolobi, 2020). According to Annua (2023), the action benefits the firm and shareholders in form of tax savings, the potential non-tax costs associated with it may also be large depending especially on the structure of corporate ownership and control. These non-tax costs include loss of efficiency in internal control, agency costs of rent extraction, potential penalty, potential price discount and damage to organizational legitimacy. 
Similar to its definition, there are numerous measures of tax aggressiveness used in the literature. These measures are mostly based on the estimates from the financial statements and could be classified into three groups. The first group includes those measures that consider the multitude of the gap between book and taxable income. These comprise of total book-tax gap; residual book-tax gap and tax effect book-tax gap (Guenther, 2019; Dyreng, Hanlon & Maydew, 2023). 
The second group has to do with those constructs that measure the proportional amount of taxes to business income. These include Effective Tax Rates (ETR) which comes in several variants like accounting ETR; current ETR; cash ETR; long-run cash ETR; ETR differential; ratio of income tax expense to operating cash flow; and ratio of cash taxes paid to operating cash flow (Hoi, Wu & Zhang, 2023; Rego & Wilson, 2022). The final group focuses on other measures of tax aggressiveness such as tax savings, unrecognized tax benefits and tax shelter estimates (Lee, 2019). Tax savings is the difference between statutory tax rate and effective tax rate (Haboya, Izevbekhai, & Ohiokha, 2022). In Nigeria, statutory rate is 30% for companies. Yet, a different measure of tax aggressiveness called the cash tax rate (CTR) exists in tax literature. This measure, defined by Salihu, Obid, and Annuar (2019) as the ratio of cash taxes paid by a firm to its operating cash flows, is gradually being tested empirically.
[bookmark: _Hlk198402719]2.1.2	Auditing: Nature and Characteristics
External auditing which is the function of statutory auditors in the reviewing the accounting and financial books of a company by a certified public accounting firms (Inyiama, 2010). This task is performed quarterly and annually, consistent with the reporting cycle for public investment. Companies professional accountants performs this function to enhance the credibility of information about a subject matter which conforms in all materials respects with suitable criteria (law) Millichamp and Taylor (2018). External auditing function is carried out by an external auditor who is approved by the shareholders of the organization and for whose interest the (external auditor) represents. 
Julius and Sarah (2022) asserted that external auditing is promoted as a trust engendering technology with the capacity to promote a certain kind of social order by carrying out independent examination and verification of the financial statements. Accountants, as auditor, have cemented their status and privileges on the basis of claims that their expertise enables them to mediate uncertainty and construct independent, objective, true and fair accounts of corporate affairs (Olanlokun, 2018). 
According to Awe (2022), oladipupo (2022) and Babatunde (2020) viewed auditor as an independent person appointed by the shareholders to examine the records and financial statements of an organization for the purpose of forming an opinion on the accuracy and correctness of the financial statements. When planning and performing audit procedures and in evaluating and reporting the results thereof, the auditors should consider the risk of material misstatements in the financial statements, including those resulting from fraud or error (Olaoye & Dada, 2017). 
A company’s auditor is expected to carry out activities as will enable him form an opinion as to whether: 
i. Adequate accounting records have been kept by the company and return adequate for performing the audit have been received from branches not visited by the auditor.
ii. The company’s individual account are in agreement with the accounting records and returns
iii. The company’s director remuneration report is in agreement with the accounting records and returns (Millichamp and Taylor, 2018). 
The main objective of an external audit of financial statements is to enable the auditor to express an opinion whether the financial statements are prepared, in all material respects, in accordance with an identified financial reporting framework and that the financial statements give a true and fair view or present fairly, in all material respects of the financial results and state of affairs of the client entity (Babatunde 2020). The objective therefore centers on obtaining appropriate audit evidence that is sufficient to support the opinion expressed in the auditor’s report. Insufficient or inappropriate audit evidence may lead to wrong conclusion and this may affect the quality of the report (Haboya & Ohiokha, 2019). 
The subsidiary objectives are, as described by (Awe, 2019; Oladipupo, 2022): to detect errors and fraud; to prevent errors and fraud; and to help the client to improve upon his accounting and internal control systems. It must be emphasized that audit is not designed to detect errors, fraud and significant weaknesses in the client’s systems but the audit work should be carried out in such a manner as to be able to expose errors, frauds and weaknesses (Olaoye & Dada, 2023). 
Under the tax legislation, auditors will also be responsible for the audit work of the firms’ annual income tax returns. Therefore, auditors have the obligation to adhere to decrees in auditing, instead of merely executing the significant risk assessment in the audit of financial statements. When tax payers underreport the tax amount as much as possible, the inspection rate of state administration of taxation will be higher (Huang and Lin, 2019; Huang, 2022). In this case, the auditors in charge of attestation declaration will increase many related execution costs and they may lose the trustworthiness of tax authority for auditors. Therefore, the trade-off between auditors’ economic dependence and reputation protection may also affected by attested tax returns business they are responsible for. The quality of audit is considered as one of the significant issues that influences tax aggressiveness (Nesbitt, Persson & Shaw, 2019). It is suggested that high quality audit services improve the quality of financial statement. The quality of audit service is the probability of an auditor in finding and reporting an error or deviation that occurs in an accounting system. If the tax value that must be paid by the company is considered as too high, hereinafter the company will likely to avoid tax (Cai & Liu, 2019), thus the company will be more aggressive  towards taxes. However, if an auditor is increasingly qualified to evaluate the company’s financial statements, it is believed that the company will not manipulate earnings for tax purposes. This means that high quality of audit can diminish tax avoidance practices. Several studies have shown that quality influences tax aggressiveness (Annisa & Kurniasih, 2018; Dewi, 2019; Eksandy, 2021). 
McGuire (2021) further argued that external audit firms (based on their quality of audit functions might have tax expertise and advise the company on how to reduce income tax legally. However, the quality of auditing function may vary, given there are many audit firms with different capabilities and characteristics. Therefore, this study perceived audit characteristics from the perspective of audit fee, auditor switch and auditor size. 
[bookmark: _Hlk198402733]2.1.2.1	 Audit Fee 
Audit fee is the economic remuneration for auditors who provide audit services, which are an agency fee according to certain standards. The audit fee includes the total cost of audit through the overall audit work, the risk compensation and the profit demand. Amba and Alhajeri (2015) defined audit fee as the cost that will be paid by company to external auditor related the job of audit and assurance services. Audit fees refer to the amount of fees received by auditors for their professional services based on such factors as the complexity of the services, the level of expertise, and many other factors. The cost of external audits (audit fees) refers to the amount of compensation for services performed by external auditors. 
Sukrisno (2021) perceived audit fees as “the amount of the charge depends, among others, the risk of the assignment, the complexity of the services provided, the level of expertise required to carry out the services of proficiency level, the cost structure of the firm concerned and other professional considerations”. That is, the amount charged by the auditor for any work done in order to express opinion on the true and fair state of affairs or position of the client’s enterprise. The cost of external audits (audit fees) refers to the amount of compensation for services performed by external auditor. From an accounting perspective, audit fee in an indirect expenses and is shown in expenses side of profit and loss account. 
An auditor must maintain its independent when giving opinions, should not be influenced by how much reward the company. According to Agoes (2021) the amount of audit fee can be varied depending on among others are assignment risk, assignment complexity, service complexity that is given, expertise level that is needed to conduct the service, cost structure and other professional considerations. Studies have found several public accounting firms set higher audit fees when there are indications of aggressive tax planning by the clients as compensation for the litigation risks they may face if the government finds clients’ mistakes with regard to its tax obligations (Donohoe & Knechel, 2023; Klassen, 2022). 
[bookmark: _Hlk198402744]2.1.2.2	 Auditor Switch 
Auditor switch is simply a change of current auditor or a form of auditor rotation when audit tenure lapses (Wiecznska, 2022). Audit tenure is the agreed time of engagement between the auditor and client, which signifies the number of years that an auditor is retained by a firm. Depending on company’s policy or situations, the number of consecutive years that an audit firm undertakes the responsibility of a company’s auditing may vary as companies may rotate engagement of auditors. And where auditor switch is involved, it should be considered as a auditor-client relation terminations that are initiated by the client rather than the auditor (Zang, 2023).
Generally, the duration of engagement will create proximity with management that can cause auditors to pay attention to the importance of management than the public interest, so as to decrease the independent attitude of auditors. Based on the importance of independence to audit profession, the duration of the audit-client relationship ought to be restricted via a mandatory audit firm rotation scheme (PWC, 2018). Although, Casterella and Johnson (2013) earlier argued that using the same auditor for several years without switch allows auditors to gain valuable knowledge about their clients. That is, the auditor’s ability to evaluate the risk of material misstatements increases as they gain more experience and better insights into the client’s operations. 
In relation to tax aggressiveness, auditors are expected to face high risks with regards to their clients’ risky tax behaviour because shareholders might attempts to hold auditors responsible for tax-related deficiencies in the financial statements (Donohoe & Knechel, 2013). In the event that the firm is sued for abusive tax sheltering activity, the auditor could be accused of failure to ensure disclosure of adequate tax reserves. Subsequently, this may affect its reputation and cause clients to switch auditors. 
The agency view of tax aggressiveness lends further support to the link between auditor switch and tax aggressiveness. Under this view, managers have incentives to conceal their opportunistic behaviour from the investigations of auditors and investors by maintaining the complexity and opacity of tax avoidance activities (Kim, 2023). This increased opacity makes it harder for auditors to uncover any accounting irregularities embedded within tax avoidance activities. Moreover, the agency problems embedded within tax avoidance activities can cause a serious breakdown in auditor-client relationship, leaving stakeholders with no choice than switching auditor. 
[bookmark: _Hlk198402755]2.1.2.3	 Auditor Size 
The variation in audit quality provided by Big Firms and Non-Big audit firms has received considerable attention in prior research Most auditing studies categorize audit firms as a big 4 firm or a non-big firm. A big audit firm is perceived as prestigious and reputable that consequently provides high audit quality. The Big 4 auditors can sustain a high audit quality level due to the fact that they have a greater number of clients, thus revenues are derived from several clients so their revenue streams will not be affected by a single client, which makes them more independent. Febrianto and Widiastuty (2021) also stated that if the audit firm and the client are small-sized firms, then there is a high probability that the income of the audit firm relies mainly on the audit fee charged from certain clients, confirming that non big four are more dependent on their clients than big four. Moreover, Big 4 have greater opportunities to deploy significant resources to auditing.
According to Lawrence (2011) the largest audit firms are considered to have more resources-financial and operational and therefore they can provide better services. Also, De Angelo (1981) and Lawrence (2019) referred to the greater competencies that large audit firms possess because of their large investments in audit technology and staff training. Therefore, being audited by a Big 4 auditor could reflect the firms’ determination to produce high quality financial reports and to offer stakeholders with proprietary and private information that consequently can minimize the extent of accounting manipulations (Palea, 2017) because big audit firms have more resources and wealth. Thus, the larger the audit firm, the higher the quality of the audit and the better the quality of the accounting information reported.
The size of the audit firm has been established as a representative for audit quality because there is no single client that is more important for a large firm, and the auditor has a greater reputation to lose (their entire client group) if they report incorrectly (Defond & Jiambalvo, 1991). Investors will be more inclined to accounting data which come from the high audit quality. So, if the tax value that must be paid by the company is considered too high, then the company will tend to avoid tax (Cai & Liu, 2019), so the company will be more aggressive towards taxes. However, if an increasingly qualified auditor evaluates the company’s financial statements. It is believed that the company will not manipulate earnings for tax purposes. 
[bookmark: _Hlk198402767]2.2	Theoretical Framework 
2.2.1	Agency Theory 
The study is underpinned by ‘agency theory’ which could be traced to Jensen and Meckling (1976). Agency theory is a management and economic theory that attempts to explain relationships and self-interest in business organizations. It describes the relationship between principals/agents and delegation of control. It explains how best to organize relationships in which one party (principal) determines the work and which another party (agent) performs or makes decisions on behalf of the principal (Jensen and Meckling, 1976; Schroeder, 2011). 
Agency problems appear due to the lack of principal trust as the result of asymmetry information and the different motif of both parties. Mostly, public firms, shareholders (principal) want to maximize their share value, while management (agent) wants to maximize their utility. Extant literature has shown that management (agents) sees tax aggressiveness as a veritable investment for firms and shareholders, and as a result may have the incentive to engage in it (Wahab & Holland, 2021; Lisowsky, Robinson & Schmidt, 2019). On the other hand, shareholders, (principal) may not support the activities due to the likely future costs to the firm (Ilaboya, et al.. 2018; Chen, 2020).
Moreover, agency relationship triggers a difference in interest that causes the inefficiencies of information obtained. Tax avoidance performed by the management of the company because there is a conflict of interests of the stakeholders who want to get a high profit so that management does the burden saving for stakeholders. Agency relations thus lead to conflict when there are disparity in interests between principal and agents. Agency conflict when there are disparity in interest between principals and agents. Agency conflicts does not only exist within the scope of the company but, it can also occur between the company and outside parties (Armour, 2019). The government acts as a third party and the company as an insider. Government has the right to procure taxes from profit earned by the company. However, companies often do not fulfill their tax obligation and do tax planning that violates tax regulations. For companies, tax savings by avoiding taxes are becoming a cheap source of funding (Armstrong, Blouin, & Larcker, 2021), and the benefits of tax avoidance economically are quite large (Armstrong, Larcker, Ormaabal & Taylor, 2023). Yet, aggressive tax avoidance can be followed by costs that look like fines or legal fees, or also unseen costs like big risks and company’s reputation (Armstrong, 2023). The agency relationship between government and companies can lead to information asymmetry. It should be noted that government as an outsider does not have full control over actions taken by the company, such as tax aggressiveness. 
The existence of an independent auditor is envisaged to be important in overcoming agency problems in the company. That is, agency conflicts triggers the need for an auditor (Jensen & Meckling, 1976). Independent auditors are able to be a bridge between agents and users of information in order to decrease the information asymmetry. Audit that has a quality (audit is audits conducted by competent and independent people Tandiontong, 2023). The size of the accounting firm becomes a representative for audit quality because the auditor has a greater reputation to lose if they report incorrectly (DeAngelo, 1981; Defond & Jiambalvo, 1991). So, if an increasingly qualified/dignified auditor evaluates the company’s financial statements, it is believed that the company will not manipulate earnings for tax purpose. 
The agency theory viewpoint of tax aggressiveness holds that tax aggressiveness can lead to managerial opportunism (Minnick & Noga, 2020; Desai & Dharmapala, 2019), therefore suggests that higher levels of effective corporate governance are related to lower aggressiveness tax actions by management (Jiang, Lee, & Anandrajan, 2018). 
Moreover, the agency theory viewpoint of tax aggressiveness further holds that the act of tax aggressiveness raises agency problems since there are dissimilarity in interests between the company and the tax authorities. That is, as a result of tax aggressiveness, a difference in interest that causes the inefficiencies of information obtained. Tax avoidance performed by the management of the company because there is a conflict of interests of the stakeholders who want to get a high profit so that management does the burden saving for stakeholders. Agency relations thud lead to conflict when there are disparity in interests between principals and agents. Agency conflicts does not only exist within the scope of the company but, it can also occur between the company and outside parties. (Armour, 2019). The government acts as a third part and the company as an insider. Government has the right to procure taxes from profits earned by the company. However, companies often do not fulfill their tax obligations and do tax planning that violates tax regulations. For companies, tax savings by avoiding taxes are becoming a cheap source of funding (Armstrong, Blouin, & Larcker, 2021), and the benefits of tax avoidance economically are quite large (Armstrong, Larcker, Ormazabal, & Taylor, 2022). Yet, aggressive avoidance can be followed by costs that look like fines or legal fees, or also unseen costs like big risks and company’s reputation (Armstrong, 2023). The agency relationship between government and companies can lead to information asymmetry. It should be noted that government as an outsider does not have full control over actions taken by the company, such as tax aggressiveness. 
The existence of an independent auditor is envisaged to be important in overcoming agency problems in the company. That is, agency conflict triggers the need for an auditor (Jensen & Meckling, 1976). Independent auditors are able to be a bridge between agents and users of information in order to decrease the information asymmetry. Audit that has a quality (audit is audits conducted by competent and independent people (Tandiontong, 2021). The size of the accounting firm becomes a representative for audit quality because the auditor has a greater reputation to lose if they report incorrectly (Deangelo, 1981; Defond & Jiambalvo, 1991). So, if an increasingly qualified/dignified auditor evaluates the company’s financial statements, it is believed that the company will not manipulate earnings for tax purpose. 
The agency theory viewpoint of tax aggressiveness holds that tax aggressiveness can lead to managerial opportunism (Minnick & Noga, 2010; Desai & Dharmapala. 2009), therefore suggests that higher levels of effective corporate governance are related to lower aggressiveness tax actions by management (Jiang, Lee & Anadarajan, 2008). 
Moreover, the agency theory viewpoint of tax aggressiveness further holds that the act of tax aggressiveness raises agency problems since there are dissimilarity in interests between the company and the tax authorities. That is, as a result of tax aggressiveness, a conflict of interest exists between the company and the tax authorities and such conflict can be resolved through audit intervention. Thus, audit has a stronger relationship with more extreme levels of tax aggressiveness. Hence, qualitative audit can weaken tax aggressiveness. 
[bookmark: _Hlk198402794]2.3	Empirical Review 
Tax Aggressiveness and Audit Fees
Onatuyeh and Ukolobi (2020) examined tax aggressiveness, corporate governance and audit fees. The study examined the measures of tax aggressiveness of effective tax rate and cash tax rate as well as corporate governance mechanisms of board gender diversity, audit committee diligence, and board independence; and how these variables explain changes in external audit fee. Data were sourced solely from annual financial statements of sampled (107) firms from the entire firms quoted on the Nigerian Stock Exchange over a ten-year (2009 to 2018). The result of panel regression technique showed cash tax rate, audit committee diligence and board independence all exert positive and significant effect on audit fees. 
Salehi, Tarighi ans Shahri (2020) investigated the relationship between tax avoidance and auditor characteristic. The study examined factors such as auditor tenure, auditor industry specialization; audit reports and audit fees. Study sample included listed companies in the Tehran Stock Exchange for six years ranging from 2012 to 2017. The pooled OLS results of this research were determined in four hypotheses. A significant positive relationship was established between audit fees and tax avoidance. 
Nanik (2022) examined the effect of auditor size, audit fee and audit tenure on tax avoidance. Tax avoidance measured by Current ETR. The regression result of the research found that audit quality by audit size and audit fee has negative effect on tax avoidance. 
Nianjia (2022) examined tax avoidance, property rights and audit fees. The study sampled the 2012-2015 A-shared listed companies in Shanghai and Shenzhen Stock Exchange; samples were divided into state owned and non-state owned. Also, the study explored the relationship between tax avoidance and audit fees, and then considers the influence of property. The research found that the degree of corporate tax avoidance and audit costs are positively correlated. 
Jamal, Yaghoub and Ibrahim (2022) investigated the effect of tax aggressiveness and board of director composition on audit fee. The study evaluated the effect of tax aggressiveness, and the board composition (board independence, CEO duality) on audit fees of listed firms on the Stock Exchange of Tehran. The sample of 68 companies listed during the years 2003-2013 were extracted and studied. Hypotheses were tested using multivariate linear regression model. The research results indicated that there is no significant relationship between the board of director composition and audit fees, likewise with CEO duality. Also, there is no significant relationship between ETR and audit fees. 
Donohoe (2022) researched into corporate tax aggressiveness’ influence on audit pricing. The study evaluated whether, and under what circumstances, corporate tax aggressiveness influences audit pricing. A compound measure of two long-run effective tax rates is used. The result found that tax-aggressive firms pay higher fees for external audit services after controlling for factors related to earnings management. The fee premium increases with management’s uncertainty about the sustainability of tax positions if audited by tax authorities (i.e disclosed tax reserves). 
Martinez (2023) investigated the effect of tax aggressiveness and corporate governance on audit fee. The study examined various factors that determine the amount of audit fee among them the possible risks faced by the audit firm. The sample consists of 300 companies listed on the BM & FBovespa in the period from 2009 to 2011. The regression results of the research found that tax avoidance practices are positively related to audit fees, i.e companies that are more aggressive in their tax planning tend to be penalized by having to pay higher fees to their auditors. 
Martinez abd Lessa (2023) investigated the effect of tax aggressiveness on audit fees. The study assessed the relationship between tax avoidance practices and audit fees based on data for the period between 2009 and 2011 using book-tax differences as an empirical proxy for tax avoidance. The study found that tax avoidance practices are positively related to audit fees, i.e., companies that are more aggressive in their tax planning tend to be penalized by having to pay higher fees to their auditors.
Bedard and Johnstone (2010) examined the implication of auditor characteristics on tax planning using descriptive and analysis of variance techniques. Finding revealed that there is significant positive relationship between tax planning and audit characteristics such as audit fee, auditor tenure and audit planning. 
Tax Aggressiveness and Auditor Size
Empirical research has examined the impact of Audit size on Tax Aggressiveness; however this study investigated the likelihood of tax aggressive firm to select particular auditors. 
Chen, Guedhami, Ghoul and Wang (2019) investigated tax avoidance and external auditing using a sample of cross-listed firms from fifty-one countries. With a difference-in-differences (DiD) technique, the study provided strong and robust evidence that firms that engage less in tax avoidance activity has smaller external auditors. 
Nanik (2019) examined the association between auditor size, audit fee, audit tenure and tax avoidance of manufacturing companies listed in Indonesia Stock Exchange (IDX) between 2012 and 2017. Tax avoidance measured by Current ETR. The regression result of the research found audit size and audit fees are negatively associated with tax avoidance.
Rahmawati and dan Nanik (2020) examined tax avoidance practice: political connection, firm characteristics and Big-N at banking in Indonesia. The samples were 39 banking companies which are listed in Indonesia over the 2014-2016 periods with total 101 observations. The sample collection technique was done by using purposive sampling. Hypotheses of the research were tested by multiple regression models. The result showed that tax avoidance is not related with Big-N.
Suyono (2020) investigated external auditors’ leverage, and tax aggressiveness, drawing empirical evidence from the Indonesian stock exchange for the period from 2012-2016. By using OLS regression, the findings showed that both Big 4/Non Big 4 and leverage impact negatively on tax aggressiveness in-line with the theoretical concept and majority of previous studies. 
Ru-Je and Hui-Sung (2018) studied the impacts of IFRSs and auditor on tax avoidance. This research discussed whether firms have changed their tax avoidance activities after adopting the International Financial Reporting Standards (IFRSs) and after rounds of audit process. Moreover, this research firstly used the two factors (auditor industry specialization and auditor’s client importance) to confirm whether the auditor’s characteristics have the impact on the tax avoidance activities of audit client; then the comparative analysis was conducted before and after the implementation of IFRSs to understand whether auditor’s attitude has the different impacts on clients’ tax avoidance due to the implementation of IFRSs. The regression analysis results showed that firms have the more positive tax avoidance activities after adopting IFRSs. The research also found that if the relative importance of audit client (in terms of size and indispensability) to auditor is higher, the auditor will alleviate the clients’ tax avoidance. 
Chan, Luo and Mo (2021) examined how Big-N auditors can affect clients’ tax noncompliance at different book-tax conformity levels. Via a regression analysis, the study majority reported that high-quality auditors are associated with client firms’ better tax compliance. Specifically, auditors (Big-N) are effective in constraining book-tax-conforming noncompliance. 
Kanagaretnam, Lee, Lim and Lobo (2021) examined the relation between corporate tax aggressiveness and audit size on a cross-country basis. They used a sample of 41958 firms across 31 countries with the aid of panel regression method. The study found strong evidence the likelihood of tax aggressiveness has to do with Big-N auditor, after controlling for other institutional determinants like home country specific tax system characteristics. 
Truno and handel (2022) studied the effects of external auditors’ profile on the tax aggressiveness of listed firm. Regression result indicated that if a company engages an external auditor (BIG4), it is likely to be less tax aggressive. That is, a negative but not significant relationship between the quality of the external auditor (BIG 4) and effective tax rate (ETR). Using logit estimation, Gaeremynck, Meulen and Willekens (2022) examined the impact of Big-N auditor on compote tax aggressiveness. The study found that Big N auditors appeared significant having discovered that Big N auditors are correlated with lower likelihood of compote tax aggressiveness.
Tax Aggressiveness and Auditor Switch 
Jimenez- Angueira (2017) explored Deferred Tax Expense (DTE) and auditor switches. The study examined whether the DTE is associated with the probability of an auditor switch. Regression result indicated a positive association between the magnitude of the DTE and auditor switches. The study also documented that firms switching to smaller auditors experience a better valuation of earnings consistent with effective auditor-client realignment. 
Gharibi and Geraeely (2017) investigated the effective factors on changing auditor. By selecting a sample which consists of 96 listed companies in Tehran’s stock exchange during 2010 to 2014 and applying multivariable regression and econometric models, the results of research showed that there is a significant positive relationship among company size, auditor opinion regarding earnings/tax management and auditing reporting delay and changing auditor, but there isn’t any significant relationship between auditing firm reputation and changing audit. 
Chan, Luo and Mo (2018) examined how auditor can affect clients’ tax noncompliance at different book-tax conformity levels. Via a regression analysis, the study majorly reported that Big auditors are associated with client firms’ better tax compliance. Furthermore, firms that switch from a small- to a Big auditor have better tax compliance after the switch. 
Zang (2013) examined the relation between client tax aggressiveness and auditor’s change. Correlation analyses revealed a positive association between the proxies for tax aggressiveness and the likelihood that an auditor is switched or resigns from an audit engagement. Further, this association is stronger when external monitoring of the client firm is less effective, when there is greater potential for agency problems in the client firm, and when the economic importance of the fees received from the client firm is lower. 
Nezeri (2019) also investigated the effective factors on changing auditor in Kuala Lumpur stock market by applying logistics regression model. This research’s statistical model consisted of 400 listed companies in Malaysian stock market during 2007 to 2010.  The research results showed that there is a positive significant relationship among variables such as changing management, company size, earnings management and changing auditor. 
[bookmark: _Hlk198402809]2.4	Research Gap
From the empirical review of literature, the stream of studies offers nil or partial explanations as to the extent to which the adoption of tax aggressive strategies by manager can facilitate auditor switch. Moreover, none of the studies focused entirely on consumer good companies to the best knowledge of the researchers. This study thereby localizes its focus to Nigeria by considering extent to which the adoption of tax aggressive strategies by manager can facilitate auditor switch, likewise emphasizing on listed consumer goods companies because of the existing literature gap and their high economic relevance. 







[bookmark: _Hlk198402824]CHAPTER THREE
METHODOLOGY
This chapter presents the methodology used in achieving the objectives of this study. It includes model specification, research design, and population of the study, variables measurement, A-priori expectation and analytical technique.
[bookmark: _Hlk198402834]3.1	Research Design 
In order to achieve the general and specific objectives of this study, ex-post facto research design was utilized to investigate the relationship between the dependent variable (auditor characteristics) and independent variable (tax aggressiveness). This design approach was favoured because the researchers have no interference on the study’s fact and data. Moreover, the collections of data were derived through secondary data and analyzed using pooled Ordinary Least Square (OLS) regression technique. 
[bookmark: _Hlk198402839]3.2	Population of the study
The population of the study comprised all consumer goods firms quoted on the floor of Nigerian Stock Exchange as at June 2024. Consumer goods firms were considered because of their high economic relevance. 
[bookmark: _Hlk198402843]3.3	Model Specification 
The model for this study was adopted from previous study Onatuyeh and Ukolobi (2020), and the model was modified to include the variables of interest in this study. Consequently, three models were used for testing each of the three hypotheses of the study. 
The functional model for this study is specified as:
ACH = f (TAGit, µ)……………………………………………………………..(i)
Where; 
ACH is auditor characteristics (measured by AUDFEE, AUDSIZ & AUDSCH)
TAG is tag tax aggressiveness (measured by ETR & CTR)
The first econometric model for this study is the Audit Fee model. The model was adopted from Onatuyeh and Ukolobi (2020) and it is specified in the following equation ii:
AUDFEEit = β0 + β1ETRit + B2CTRit + B3 FSIZit + β4ROAit + β5FAGit + β6LEVit + µit ….(ii)
The second econometric model for this study is the Audit Size model. This model is a product of slight modification to the adopted model in equation (ii) as shown in equation iii: 
AUDSIZit = β0 +Β1ETRit + β2CTRit + β3FSIZit + β4ROAit + β5FAGit + β6LEVit + µit…………………..(iii)
The third econometric model for this study is the Auditor Switch (AS) model. This model is also a product of explained variable substitution on the initially adopted model in equation (ii) as shown in equation iv: 
[bookmark: _Hlk198402861]3.4	Variable Measurement 
Tax aggressiveness
The explained variable in this study is tax aggressiveness and measured by using effective tax rate (ETR) and cash tax rate (CTR). The smallest ETR shows that the amount of tax expenses paid is not proportional to the company’s net income. This condition could therefore indicate that the company conducted aggressive tax planning being a form of tax avoidance. Thus, ETR ranks as a top measure as it captures company’s proficiency to reduce their current tax liability relative to their pre-tax accounting income and previously used by several studies (such as: Hoi, Wu & Zhang, 2021; Rego, 2019; Salihu, 2023, Minnick & Noga, 2023). 


Auditor Characteristics 
Auditor characteristics are assessed based on audit fee, auditor switch and size. Measurements of these variables are highlighted viz: (as utilized by Francis & Wang, 2008; latridis, 2012; Paulo, Cavalcante, & Paulo, 2021; Mokoaleli & latridis, 2019; Alhadab & Clacher, 2019; Karjalainen, 2021; Jha & Che, 2022).
Table 3.1: Measurements of Variables
	Variable 
	Acronyms 
	Measurements of variable 
	Sources 

	Dependent Variables 

	Audit fees 
	AUDFESS 
	Natural logarithm of the total audit fee of the external auditor
	Cavalcante & Paul, (2023)

	Audit size 
	AUDSIZ
	1’ if audited by any of the big 4 firms and ‘0’ if otherwise. big 4 audit firms are the four international audit firms which include price Waterhouse Coopers, Deloitte & Akintola Williams, KPMG and Ernst and Young   
	Francis & Wang (2019)

	Auditor Switch 
	AUDSCH 
	When the company has changed its auditor through the mentioned period, then, number 1 will be assigned to it, otherwise, 0 will be assigned 
	Gharibi & Geraeely (2019)

	Independent Variables 

	Effective tax rate 
	ETR
	Income tax expense divided by book income 
	Richardson & Lanis, (2019); Chen. (2020)

	Cash tax rate 
	CTR
	Ratio of cash taxes paid by a firm to its operating cash flows 
	Hanlon & Heitzman (2020), Salihu Et Al. (2019) Onatuyeh & Ukolobi (2020)

	Control Variables 

	Firm size 
	FSIZ
	Natural logarithm of the book value of total assets of the company at year-end 
	Salehi, Tarighi & Razanezhad (2021)

	Profitability 
	ROA 
	Ratio of net income to total asset 
	Nanik & Sucitra (2019)

	Firm Age 
	FAG
	Logarithm of number of years the company has been quoted on the Nigeria stock exchange market 
	Salehi, Tarigh & Shahri (2020)

	Leverage 
	LEV
	Total of long-term debt and total asset 
	Salehi, Tarighi & shahri (2020)


Sources: Researcher computation, (2025).



[bookmark: _Hlk198402879]3.5	 Sources of Data
The data for the study were extracted by hand from the annual reports of the censured companies. The annual reports were obtained from African market websites and others from the companies’ websites. 
[bookmark: _Hlk198402886]3.6	A priori Expectation
This is the expected outcome of the explanatory variables in the model. Based on empirical literature and theoretical grounding, tax aggressiveness is expected to be positively related to auditor characteristics. Such positive relationship implies that an increase in the explanatory variable is expected to increase the explained variable. This is expressed in equation v as: 
A priori = β1, β2 > 0 ……………………………………………(v) 
[bookmark: _Hlk198402895]3.7 	Data Analytical Technique 
This study utilized data for multiple companies and characteristics of each company were observed over similar time periods (panel dataset). Data obtained were analyzed using both descriptive and pooled OLS regression technique. Multicollinearity test was carried out using variance inflation factor (VIF) while heteroskedasticity test conducted following the test procedure of Breusch-Pagan-Godfrey test.       
       

     


[bookmark: _Hlk198402918]CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION OF RESULTS 
This chapter focuses on analysis and presentation of the data obtained from the annual reports of listed consumer goods firms. The chapter presents summary statistics with the use of tools such as mean, standard deviation minimum and maximum in order to describe the variables of the study. Regression analysis is also presented to examine the impact of tax aggressiveness on auditor characteristics of listed consumer goods companies in Nigeria. 
[bookmark: _Hlk198402936]4.1	Descriptive Analysis 
Table 4.1: Summary Statistics Results 
	Variable 
	Mean 
	Std. Dev.
	Min 
	Max

	AUDFEE
	89.7mn
	146.0mn
	5.0mn
	545.0mn

	CTR
	0.02
	1.38
	-7.28
	5.47

	ETR
	0.77
	1.41
	-1.06
	6.84

	SIZE
	239bn
	391bn
	1.74bn
	1,730bn

	ROA
	0.51
	0.84
	-0.1
	3.45

	FAG
	51.1
	17.6
	6.0
	95

	LEV
	0.12
	0.12
	0
	0.53


  Source: Authors’ Computation, 2025. 
The summary statistic results presented in table 4.1 are show in the average value of variables over the period (mean), spread from this average behaviour (standard deviation), the lowest recorded during the period (minimum) and highest recorded during the period (maximum). 
As for audit fees, the results show that it has a mean value of 89.7 over the period, standard deviation of 146.0, minimum of 5.0 and maximum of 545.0. These indicate that an average audit fee obtainable among the firms during the period under investigation was 89.7million naira with a spread of 146.0million naira from this average behaviour. The lowest recorded audit fees among these firms during the period were 5.0millions naira while the highest recorded audit fees among firms during this period was 545million naira.  
With respect to cash tax rate, the results show that it has a mean value of 0.02 over the period, standard deviation of 1.38, minimum of -7.28 and maximum of 5.47. These indicate that average cash tax rate obtainable among the firms during the period under investigation was 0.02percent with a spread of 1.38 percent from this average behaviour. The lowest recorded cash tax rate among these firms during the period was -728percent while the highest recorded cash tax rate among firms during this period was 5.47percent.
For effective tax rate, the results show that it has a mean value of 0.77 over the period, standard deviation of 1.41, minimum of -1.06 and maximum of 6.84. These indicate that average effective tax rate obtainable among the firms during the period under investigation was 0.77 percent with a spread of 1.41 percent from this average behaviour. The lowest recorded effective tax rate among these firms during the period was -1.06 percent while the highest recorded effective tax rate among firms during this period was 6.84 percent.     
As for firm size, i.e total assets, the results show that it has a mean value of 239 over the period, standard deviation of 391, minimum of 1.74 and maximum of 1,730. These indicate that an average total asset obtainable among the firms during the period under investigation was 239 billion naira with a spread of 391 billion naira from this average behaviour. The lowest recorded total assets among these firms during the period were 1.74 billion naira while the highest recorded total assets among firms during this period were 1.730 billion naira.
Regarding return on assets, the results show that it has a mean value of 0.51 over the period, standard deviation of 0.84, minimum of -0.1 and maximum of 3.45. These indicate that average return on assets obtainable among the firm during period under investigation was 0.51 percent with a spread of 0.84 percent from this average behaviour. The lowest recorded return on assets among these firms during the period was -0.1 percent whiles the highest recorded return on assets among firms during this period was 3.45 percent. 
As for firm age, the results show that it has a mean value of 51.1 over the period, standard deviation of 17.6, minimum of 6.0 and maximum of 95. These indicate that average total assets obtainable among the firms during the period under investigation were 239 billion naira with a spread of 391 billion naira from this average behaviour. The lowest recorded total assets among these firms during the period were 1.74 billion naira while the highest recorded total assets among firms during this period were 1,730 billion naira. 
Regarding return on assets, the results show that it has a mean value of 0.51 over the period, standard deviation of 0.84, minimum of -0.1 and maximum of 3.45. These indicate that average return on assets obtainable among the firms during the period under investigation was 0.51 percent with a spread of 0.84 percent from this average behaviour. The lowest recorded return on assets among these firms during the period was -0.1 percent while the highest recorded return on assets among firms during this period was 3.45 percent.        
As for firm age, the results show that it has a mean value of 51.1 over the period, standard deviation of 17.6, minimum of 6.0 and maximum of 95. These indicate that average age of the firms during the period under investigation was about 51 years with a spread of about 18 years from this average behaviour. The lowest recorded age among these firms during the period was 6 years while the highest recorded age among firms during this period was 95 years. 
For leverage, the results show that it has a mean value of 0.12 over the period, standard deviation of 0.12, minimum of 0.00 and maximum of 0.53. These indicate that average leverage obtainable among the firms during the period under investigation was 0.12 percent with a spread of 0.12 percent from this average behaviour. The lowest recorded leverage among these firms during the period was 0.00 percent while the highest recorded leverage among firms during this period was 0.53 percent. 
[bookmark: _Hlk198402978]4.2	Inferential Analysis 
This section presents the results of inferential analysis which is mainly the regression analysis to examine the impact of tax aggressiveness on each of audit fees; audit size and audit switch in consumer goods companies in Nigeria. The dependent variable here are audit fees, audit size and audit switch while the independent variables are cash tax rate (CTR), effective tax rate (ETR), firm size (FSIZE), return on assets (ROA), firm age (FAG) and leverage (LEV). The ordinary least squares method was used to estimate the parameters f the model. 
Impact of Tax Aggressiveness of Audit Fees 
Table 4.2: Regression Result for the Impact of Tax Aggressiveness on Audit Fees
	Variable 
	Coefficient 
	Std.Err.
	t
	p-value

	CTR
	-0.02156
	0.03518
	-0.61
	0.541

	ETR
	0.156015
	0.056285
	2.77
	0.006

	FSIZE
	0.421121
	0.035898
	11.73
	0.000

	ROA
	0.31505
	0.106587
	2.96
	0.004

	FAG
	0.001778
	0.002708
	0.66
	0.513

	LEV
	-0.54128
	0.392448
	-1.38
	0.170

	Constant 
	6.606958
	0.852285
	7.75
	0.000

	R- squared 
	0.826
	
	
	

	F –statistic 
	92.65
	
	
	0.000


 Source: Author’s Computation, 2025
Table 4.2 presents the result of OLS regression to examine the impact of tax aggressiveness on audit fees of consumer goods firms in Nigeria. The reported R-squared of the model shows that the model explains about 82.6%, of variations in audit fees of consumer goods firms in Nigeria. The reported F-statistic shows a value of 92.65, with p-value of 0.0000 which indicates that it is statistically significant. This indicates that the overall model is statistically and in good fit. 
Evaluation the independent variables of the model, effective tax rate, firm size, return on assets and firm age have positive coefficients in the result, which are 0.156015, 0421121, 0.31505 and 0.001778 respectively. On the other hand, cash tax rate and leverage have negative coefficients in the result, which are -0.02156 and -0.54128. Looking at the significance of these coefficients through the p-value, effective tax rate, firm size, and return on assets have p-values of 0.006, 0.000 and 0.004 respectively, which are lower than 0.1 (i.e 10% significance level), while cash tax rate, firm age and leverage have p-values of 0.541, 0.513 and 0.170 which are greater than 0.1. The lower p-values of the coefficients of effective tax rate, firm size and return on assets indicate that they are statistically significant in affecting audit fees while the higher p-values of cash tax rate, firm age and leverage indicate that they are not statistically significant in affecting audit fees. 
The significant positive coefficient of effective tax rate indicates that effective tax rate has significant positive impact on audit fees on consumer goods firs in Nigeria. Specifically, a percent point increase in effective tax rate of these firms will lead to a rise in audit fees by approximately 0.156 percent and vice versa. The significant positive coefficient of firm size indicates that firm size has significant positive impact on audit fees of consumer goods firms in Nigeria. Specifically, a percent increase in total assets of these firms will lead to a rise in audit fees by approximately 0.421 percent and vice versa. The significant positive coefficient of return on assets indicates that return on assets has significant positive impact on audit fees of consumer goods firms in Nigeria. Specifically, a percent point increase in return on assets of these firms will lead to a rise in audit fees by approximately 0.315 percent and vice versa. 
Table 4.3: Variance Inflation Factor Test for Multicollinearity – Audit Fees     
	Variable                                                    VIF

	LEV
ROA 
FSIZE
FAG
ETR
CTR
Mean VIF
	3.84
2.98
1.9
1.11
1.07
1.07
1.99


   Source: authors’ Computation, 2025. 
The result of variance inflation factor (VIF) which is meant to verify that the OLS result does not suffer from multicollinearity problem is presented in Table 4.3. The result shows the centered VIF values. Given that the VIF values are all low and below the rule of thumb threshold value of 10 beyond which the variables are suspected to cause multicollinearity problem in the regression result, it can then be concluded that the regression result is free from severe multicollinearity problem.  


Table 4.4: Result of Breusch-Pagan-Godfrey Heteroskedasticity Test 
	Model                                       chi-squared statistic                         p-value    

	Audit Fees                                     1.31                                                0.252


 Source: Authors’ Computation, 2025
The result presented in table 4.4 is that of the heteroskedasticity test conducted following the test procedure of Breusch-Pagan-Godfrey test. The test yielded a chi-squared statistic value of 1.31 and p-value of 0.252. Given that the test’s p-value is greater than 0.05, this means that the statistic is not significant. Therefore the null hypothesis of the heteskedasticity test which states that ‘there is constant variance’ is not rejected at 5% significance level. This implies that the regression result is free from heteoskedasticity problem. 
Impact of Tax Aggressiveness on Audit Size  
Table 4.5: Regression Result for the Impact of Tax Aggressiveness on Audit Size     
	Variable 
	Coefficient 
	Std.Err.
	T
	p-value

	CTR
	-0.00343
	0.013952
	-0.25
	0.806

	ETR
	0.000972
	0.011634
	0.08
	0.934

	FSIZE
	-0.02377
	0.010219
	-2.33
	0.022

	ROA
	0.09595
	0.028274
	3.39
	0.001

	FAG
	0.004898
	0.001546
	3.17
	0.002

	LEV
	-0.68043
	0.278117
	-2.45
	0.016

	Constant 
	1.285761
	0.213071
	6.03
	0.000

	R- squared 
	0.233
	
	
	

	F –statistic 
	3.08
	
	
	0.007


Source: Authors’ Computation, 2025
Table 4.5 presents the result of OLS regression to examine the impact of tax aggressiveness on audit size of consumer goods firms in Nigeria. This result was estimated employing robust estimates of standard errors in order to correct for heteroskedasticity. This is because the ordinary least squares result with ordinary standard errors exhibits heteroskedasticity. The reported R-squared of the model shows that the model explains about 23.3%, of variations in audit size of consumer goods firms in Nigeria. The reported F-statistic shows a value of 3.08, with p-value of 0.0000 which indicates that it is statistically significant. This indicates that the overall model is statistically significant and in good fit. 
Evaluating the independent variables of the model, effective tax rate, return on assets and firm age have positive coefficients in the result, which are 0.000972, 0.09595 and 0.004898 respectively. On the other hand, cash tax rate, firm size and leverage have negative coefficients in the results, which are -0.00343, -0.02377 and -0.68043. Looking at the significance of these coefficients through the p-value, firm size, return on assets, firm age and leverage have p-values of 0.022, 0.001, 0.002 and 0.016 respectively, which are lower than 0.1 (i.e 10% significance level), while effective tax rate and cash tax rate have p-value of 0.806 and 0.934 which are greater than 0.1. The lower p-values of the coefficients of firm size return on assets, firm age and leverage indicate that they are statistically significant in affecting audit size while the higher p-value of effective tax rate and cash tax rate indicates that they are not statistically significant in affecting audit size. 
The significant negative coefficient of firm size indicates that firm size has significant negative impact on audit size of consumer goods firms in Nigeria. Specifically, a percent increase in total assets of these firms will lead to a decline in audit size by approximately 0.024 percent and vice versa. The significant positive coefficients of return on assets indicate that return on assets has significant positive impact on audit size of consumer goods firms in Nigeria. Specifically, a percent point increase in return on assets of these firms will lead to a rise in audit size by approximately 0.096 percent and vice versa. The significant positive coefficient of firm age indicates that firm age has significant positive impact on audit size of consumer goods firms in Nigeria. Specifically, a year increase in firm age of these firms will lead to a rise in audit size by approximately 0.005 percent and vice versa. The significant negative coefficient of leverage indicates that leverage has significant negative impact on audit size of consumer goods firms in Nigeria. Specifically, a percent point increase in leverage of these firms will lead to a fall in audit size by approximately 0.680 percent and vice versa. 
Table 4.6: Variance Inflation Factor Test for Multicollinearity – Audit Size           
	Variable                                                    VIF

	LEV
ROA 
FSIZE
FAG
ETR
CTR
Mean VIF
	3.84
2.98
1.9
1.11
1.07
1.07
1.99


Source: Authors’ Computation, 2025
The result of variable inflation factor (VIF) which is meant to verify that the OLS result does not suffer from multicollinearity problem is presented in Table 4.6. The result shows the centered VIF value. Given that the VIF values are all low and below the rule of thumb threshold value of 10 beyond which the variables are suspected to cause multicollinearity problem in the regression result, it can then be concluded that the regression result is free from severe multicollinearity problem. 
Impact of Tax Aggressiveness on Audit Switch 
Table 4.7: Regression Result for the Impact of Tax Aggressiveness on Audit switch   
	Variable 
	Coefficient 
	Std.Err.
	T
	p-value

	CTR
	-0.00463
	0.009917
	-0.47
	0.641

	ETR
	0.00318
	0.016381
	-0.19
	0.847

	FSIZE
	-0.012814
	0.020774
	0.62
	0.539

	ROA
	0.06041
	0.032465
	-1.86
	0.065

	FAG
	0.000703
	0.001661
	0.42
	0.673

	LEV
	-0.3265
	0.192726
	-1.69
	0.093

	Constant 
	-0.17807
	0.485245
	-0.37
	0.714

	R- squared 
	0.040
	
	
	

	F –statistic 
	2.07
	
	
	0.062


Source: Author’s Computation, 2025.            
Table 4.7 presents the result of OLS regression to examine the impact of tax aggressiveness on audit switch of consumer goods firms in Nigeria. This result was estimated employing robust estimates of standard errors in order to correct for heteroskedasticity. This is because the ordinary least squares result with ordinary standard errors exhibit heteroskedasticity. The reported R-squared of the model shows that the model explains about 4.0%, of variations in audit switch of consumer goods firms in Nigeria. The reported F-statistic shows a value of 2.07, with p-value of 0.062 which indicates that it is statistically significant. This indicates that the overall model is statistically significant and in good fit. 
Evaluating the independent variables of the model, firm size and firm age have positive coefficients in the result, which are 0.012814 and 0.000703 respectively. On the other hand, cash tax rate, effective tax rate, return on assets and leverage have negative coefficients in the result, which are -0.00463, -0.00318, -0.06041 and -0.3265. looking at the significance of these coefficients through the p-value, return on assets and leverage have p-values of 0.065 and 0.093 respectively, which are lower than 0.1 (i.e 10% significance level) while cash tax rate, effective tax rate, firm size and firm age have p-values of 0.641, 0.847, 0.539 and 0.673. The lower p-values of the coefficients of return on assets and leverage indicate that they are statistically significant in affecting audit switch. On the hand, the higher p-values of the coefficients of cash tax rate, effective tax rate, firm size and firm age indicate that they are not statistically significant in affecting audit switch. 
The significant negative coefficient of return on assets indicates that return on assets has significant negative impact on audit switch of consumer goods firms in Nigeria. Specifically, a percent point increase in return on assets of these firms will lead to a decline in audit. Switch by approximately 0.060 percent and vice versa. The significant negative coefficient of leverage indicates that leverage has significant negative impact on audit switch of consumer goods firms Nigeria. Specifically, a percent point increase in leverage of these firms will lead to a fall in audit switch by approximately 0.327 percent and vice versa. 


Table 4.8: Variable Inflation Factor Test for Multicollinearity – Audit Switch           
	Variable                                                    VIF

	LEV
ROA 
FSIZE
FAG
ETR
CTR
Mean VIF
	3.84
2.98
1.9
1.11
1.07
1.07
1.99


Source: Author’s Computation, 2022.
The result of variance inflation factor (VIF) which is meant to verify that the OLS result does not suffer from multicollinearity problem is presented in Table 4.8. The result shows the centered VIF values. Given that the VIF values are all low and below the rule of thumb threshold value of 10 beyond which the variables are suspected to cause multicollinearity, problem in the regression result, it can then be concluded that the regression result is free from severe multicollinearity problem. 
               
        
                                    




[bookmark: _Hlk198403026]CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
This chapter focused on the summary of this research work as well as its findings and provide relevant conclusion drawn from its findings and give policy recommendation based on the conclusion. Therefore, the chapter is comprised of three sections, which include, the summary section, which gives a summarized version of the study, the conclusion section, which provides the conclusion from the findings of the study and the recommendation section, which provides the recommendations based on the conclusion.
[bookmark: _Hlk198403036]5.1	Summary 
The efforts of auditors regarding tax aggressiveness cannot be downplayed considering the fact that the separation of corporate ownership from control necessitates the need for the appointment of an auditor to examine the financial statements prepared by the management. There are different perspectives on the relationship between tax aggressiveness and audit. For instance, it was pointed out that tax aggressiveness could be a reflection of the agency theory which may lead to tax decisions based on manager’s personal interests. As such, auditors must be there to assess and detect tax aggressive decisions by managers. This is because aggressive tax planning by clients is likely to increase the litigation risk faced by auditors. Also, shareholders often attempt to hold auditor responsible for tax-related deficiencies in the financial statements. In the event that the firm is prosecuted by the tax authority for being tax non-compliant, the auditor could be implicated and be accused of failure to ensure disclosure of adequate tax reserves. As such, it was reported that there is a direct relationship between tax aggressiveness and external audit, indicating that auditors see tax aggressiveness as a signal of potential audit engagement risk, and thus will adjust their risk assessment, increase audit effort and fees accordingly to compensate for the expected value of possible future liability losses, including litigation costs. 
One of the reasons why shareholders engage auditors is to ensure that the financial statement present a true and fair position of the company. However, there are cases where Nigeria companies are taken to court by the tax authority and such companies are found guilty of infringing on different tax laws. For example, in November, 2019. MTN Nigeria instituted a lawsuit against the Accountant General of the Federation (AGF) after the AGF demanded the sum of N242 billion and N1.2 billion for import duties and value added tax respectively. Although, MTN Nigeria protested the request claiming the Attorney general has zero statutory power over tax matters and also that it is the responsibility of the Federal Inland Revenue Service (FIRS) to assess and collect taxes. The AGF consequently dropped the case as directed by the office of the Attorney General of the Federation. Later on, the FIRS and the Nigerian Customs Service took over, and the accused company was charged over certain prior accounts which had been audited. It thus becomes increasingly worrisome when companies are being dragged to court by tax authorities and they eventually lose the case to the tax authorities. Therefore, this makes this study to set their objectives which are to: investigate the impact of tax aggressiveness on auditor size in Nigerian quoted consumer goods firms; examine the impact of tax aggressiveness on auditor switch in Nigerian quoted consumer goods firms; and assess the impact of tax aggressiveness on audit fee in Nigerian quoted consumer goods firms. 
In order to understand the relevant concepts associated with the study, as well as the theoretical postulation linking tax aggressiveness to auditor characteristics and the empirical knowledge frontier, a review of previous studies works that have contributed to the subject matter. Concepts related to tax aggressiveness, auditing including its nature and characteristics, audit fees, auditor switch and auditor size were appropriately defined to provide detailed information about them. The agency theory was identified and explained as theoretical postulations that provide explanation to the link between tax aggressiveness and auditor characteristics. The review of empirical literature was also provided to present the knowledge frontier in order to identify the gaps that are yet to be filled on the subject matter. 
Afterwards, this study gave a specification of its empirical model, taking lessons for the specifications of Onatuyeh & Ukolobi (2020). The research design of the study follows an ex-post facto design. A detailed discussion of the source of data and method of data analysis were thereafter provided for better understanding of the nature of data used in the study and the appropriate time series data estimation procedure. By estimating the models of this study with the above-mentioned estimation technique, the following findings were revealed. 
i. Tax aggressiveness has significant impact on audit fees of consumer goods companies in Nigeria. Specifically, effective tax rate was found to have significant positive impact. Firm size and return on assets also have significant positive impacts on audit fees.
ii. Tax aggressiveness does not have significant impact on auditor size of consumer goods companies in Nigeria. Both cash tax rate and effective tax rate were found to be insignificant. Firm size, return on assets and firm age has significant positive impact on auditor size while leverage has a significant negative impact on auditor size. 
iii. Tax aggressiveness does not have significant impact on auditor switch of consumer goods companies in Nigeria. Both cash tax rate and effective tax rate were found to be insignificant. Only return on assets and leverage were found to be significant in affecting auditor switch, each with negative impact. 

[bookmark: _Hlk198403053]5.2	Conclusion
The relevant conclusion the emerged from the findings of this study is presented in this section. The findings of this study led to the conclusion that the tax aggressiveness is a determining factor of the amount consumer goods firms pay as audit fees to external auditors. In other words, there is an association between the amount of audit fees and the level of tax aggressiveness of consumer goods companies in Nigeria. 
It is also concluded in this study that both cast tax rate and effective rate are not factors that influence the choice of audit firm size. In other words, more or less cash and effective tax rate do not command greater or less engagement of big-4 auditors among listed consumer goods companies in Nigeria. 
This study also concluded that cash tax rate and effective tax rate are not determining factor of the auditor switches that occur among consumer goods companies in Nigeria. 
[bookmark: _Hlk198403065]5.3	Recommendations 
From the findings and conclusion of this study, the following recommendations are necessary for the effective levels of tax aggressiveness and auditors characteristics among consumer goods companies in Nigeria. 
i. Since the amount of audit fees usually connote the quality of audit services, stakeholders in the consumer goods business in Nigeria should put more effort in engaging audit firms with more quality services in order that their expected association with reduced level of tax evasion among these firms are felt. This will help minimize the rate at which these firms are being charged for tax manipulations. 
ii. With the fact that greater engagement of bigger audit firms is associated with greater effective tax rate, it shows that firms have taken steps to increase their audit quality in response to the occurrence of tax aggressive behaviour. It is therefore, recommended that stakeholders in the consumer goods business should invest more efforts to further ensure that the quality of audit in increase to match the growing tendency of tax evasion in the sector. 
iii. Given that the switch between audit firms by firms in the consumer goods sector is not associated with their practices of tax aggressiveness, it indicates that a shift in the engagement of one audit firm to another is not as a result of the tax aggressive tendencies. Hence, it is recommended that audit firms with more quality audit services should be retained when engaged, regardless of the cost being incurred in the audit activities. 
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