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Objective: The purpose of this study is to investigate the effect of auditor industry
specialization on audit fees and audit report lag. Additionally, this study examines
the impact of audit report lag on the relationship between auditor industry
specialization and audit fees.

Method: In this research, the data of 132 companies admitted to the Tehran Stock
Exchange during the period from 2014 to 2023 were used. Also, in this research, the
Standard Audit Fee Model and multivariate linear regression with fixed effects have
been used.

Results: The results showed that the auditor industry specialization does not affect
the audit fee. However, the auditor industry specialization has a significant effect on
the audit fees by mediating the audit report lag. Also, the results have shown a
significant negative effect of the auditor's specialization in the industry on the audit
report lag.

Conclusions: In general, this research shows that companies that contract with audit
firms with specialization in the industry pay less due to the expertise of the audit firm

and the timeliness and brevity of their audit reports.
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Introduction
The financial auditing industry is an essential component of corporate governance and

accountability, influencing stakeholders’ trust in the financial markets. In this context, audit
firms are tasked with the critical responsibility of providing unbiased and comprehensive
assessments of a company's financial health. One of the fundamental factors that can influence
audit outcomes is the industry-specific specialization possessed by the audit firm. Industry
specialization allows auditors to apply specialized knowledge, which may improve the quality
and efficiency of the audit process, thereby potentially affecting the fees they charge. However,
a relatively underexplored area in the literature is how this specialization interacts with the
timeliness of audit reports and its potential moderating role in influencing audit fees.

This study delves into this gap in the existing literature by investigating the moderating effect
of audit report delay on the relationship between an audit firm's industry specialization and the
fees charged for auditing services. The research aims to broaden the understanding of audit
pricing by exploring how audit firm specialization and the timeliness of audit reports affect the
cost of audits. The motivation for this study arises from the growing recognition of the
importance of high-quality audits, the pressure on audit firms to deliver services efficiently, and
the increasing focus on reducing delays in audit processes. This research not only provides
insights into how specialized knowledge impacts audit fees but also offers practical guidance
for audit firms, clients, and regulatory bodies, particularly in emerging markets like Iran.

Method
This study is applied in nature and employs a post-event research design. It focuses on

examining practical implications for audit firms and their clients, particularly within the Iranian
context. The research adopts a correlational approach to analyze the relationships between the
independent and dependent variables without manipulating any of them. Data for the study were
collected from two primary sources: the Tehran Stock Exchange website and Harvard Gavin
software. The study's time frame spans from 2014 to 2023. The sample consists of 132
companies listed on the Tehran Stock Exchange, selected based on specific criteria, including
the availability of financial data, consistent fiscal year-end, and the exclusion of companies in
the investment, banking, and financial intermediary sectors.

Data processing and sorting were conducted using Microsoft Excel, while statistical analyses
were performed using Views software. To test the hypotheses and ensure robust and reliable
results, the study employed multivariate linear regression with fixed effects. This analytical
approach accounts for both the observed and unobserved heterogeneity across the companies
in the sample.

Results
The results of the research are organized according to the three hypotheses formulated for

the study. The first hypothesis tests the direct relationship between an auditor's industry
specialization and audit fees. The findings suggest that there is no significant relationship
between the auditor’s industry specialization and audit fees, indicating that, in isolation,
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industry specialization does not necessarily lead to either higher or lower audit fees. This result
contrasts with some previous studies, which argue that greater specialization leads to higher
fees due to the added value provided by auditors in complex audits. However, in this study, the
absence of a direct effect points to other intervening factors, such as audit quality and the firm’s
internal processes, which may play a more significant role in determining the final fees. The
second hypothesis investigates the relationship between an auditor's industry specialization and
the timeliness of audit reports. The results reveal a significant inverse relationship between the
two, meaning that auditors with industry-specific knowledge can complete audits more
efficiently, leading to shorter delays in the issuance of audit reports. This finding aligns with
the theoretical premise that industry specialization enhances auditors' understanding of client
operations, thereby streamlining the audit process and reducing delays. Finally, the third
hypothesis examines the moderating effect of audit report delay on the relationship between
industry specialization and audit fees. The results indicate that audit report delays significantly
moderate this relationship, meaning that when audit delays are minimized, auditors with
industry specialization can charge lower fees. This suggests that efficiency gains, driven by the
auditor’s specialized knowledge, not only improve the timeliness of the audit but also reduce
costs. These findings align with the notion that quicker audits are less expensive for both audit
firms and their clients, reinforcing the idea that a reduction in audit duration may result in lower
overall fees.

Conclusion
The results of this research carry significant implications for audit firms, their clients, and

regulatory bodies. The study illustrates that companies engaging audit firms with industry
specialization benefit from reduced audit fees due to the efficiency and promptness of the audit
process. This indicates that the specialized knowledge of audit firms allows them to complete
audits more swiftly, minimizing both the time and costs associated with the audit process. As a
result, audit firms with industry specialization can provide cost-effective services without
compromising audit quality.

Furthermore, the research underscores the importance of industry specialization in
enhancing audit quality and efficiency, especially in complex audits. Auditors with knowledge
of specific industries can utilize this specialization to identify potential risks and anomalies
more rapidly, leading to quicker and more accurate audit outcomes. This, in turn, facilitates
reduced delays in audit reports, which are a critical factor in determining the cost of audit
services.

In practical terms, this research suggests several key considerations for audit firms and
regulatory authorities. Regulatory bodies should promote the development and strengthening
of industry-specific specialization among audit firms, as it can lead to more efficient audits and
lower audit fees. Additionally, audit firms should invest in training and development programs
to enhance their industry knowledge, which can boost their competitiveness and ability to
deliver high-quality, cost-effective services. Finally, companies seeking audit services should
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take into account the industry specialization of their auditors, as this can result in faster, more
efficient audits and ultimately lower costs.
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