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Abstract

Theoretical and empirical evidence suggests a direct relationship between audit fees and
the quality of audit services. Audit fees are a function of the resources used by the auditor and
audit risk. Previous research has shown that audit risk increases during a recession due to
increased risk of corporate bankruptcy. Therefore, auditors may respond to this additional risk
audit by increasing remuneration. In Iran, inflationary stagnation has become apparent as one
of the indicators of the economic crisis in recent years. Therefore, the purpose of this study is
to investigate the relationship between inflationary recession and audit fees. In order to achieve
this goal, 924 years of observation (135 companies for eight years) collected from the annual
financial statements of listed companies in the Tehran Stock Exchange during the period from
2007 to 2015 (except 2011) have taken. Considering that the relationship between the
inflationary recession variable and audit fees may be affected by the annual inflation rate in the
country, two modified models were estimated based on the sales variable and the price index.
The results of all three regression models show a positive and significant correlation between
the recession and the audit fees. This suggests that Iranian auditors (in the country's low-risk



litigation environment) respond by increasing their remuneration to the increased risk of an
inflationary recession
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