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Abstract:

This study aims to examine whether the use of joint auditors, under optimistic or pessimistic managerial expectations, affects
the degree of cost stickiness among firms. This fundamental, correlational study used financial data from all companies listed
on the Tehran Stock Exchange between 2012 and 2023. Data were collected using library research, firms’ financial statements,
and databases such as Tadbir-Pardaz and Rahavard Novin. No sampling was conducted; instead, the full accessible population
was analyzed. Panel-data regression models were estimated using generalized least squares to test the hypotheses after
conducting diagnostic tests (Limer and Hausman) to determine the proper estimation technique. The results indicated that
joint auditing does not have a statistically significant effect on cost stickiness—neither when managerial expectations are
optimistic nor when they are pessimistic. Interaction terms between joint auditor presence and managerial expectations
were statistically insignificant in both tested models. Thus, both hypotheses were rejected, demonstrating that joint auditors
do not influence asymmetric cost behavior in Iranian firms. The findings suggest that joint auditing, despite its potential
informational benefits, does not mitigate cost stickiness within the institutional and regulatory context of Iran. Weak auditor
independence, inadequate oversight structures, and the limited role of audit reports in managerial decision-making may
explain the lack of impact.
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Extended Abstract

Introduction

Cost behavior—particularly the asymmetric response of costs to changes in sales activity—has become a central topic in
managerial accounting research. Traditional cost theory assumes a symmetric relationship between changes in activity levels
and corresponding adjustments in costs. However, a substantial body of empirical evidence demonstrates that costs tend to
increase more rapidly when activity rises than they decrease when activity falls, a phenomenon known as cost stickiness.
Foundational studies have shown that managerial incentives, market uncertainty, information asymmetry, and operational
frictions contribute to this asymmetric cost behavior (Banker et al., 2014).

Recent research has further shown that macroeconomic instability and structural constraints within the business
environment can shape the intensity of cost stickiness. In particular, firms operating in uncertain or politically volatile
environments often retain excess resources due to precautionary motives, thereby amplifying cost stickiness (Hashemi Pour
et al., 2023). Additional evidence reveals that fluctuations in macroeconomic conditions such as inflation, exchange rate
volatility, and GDP uncertainty may interact with managerial decision-making processes and drive sticky cost patterns
(Rezazadeh Behzad & Salehi Allah, 2021).

An emerging theme in this literature concerns the role of audit quality and information transparency in moderating cost
behavior. Prior studies show that high-quality auditors can reduce information asymmetry, constrain managerial
opportunism, and improve financial reporting credibility (Li & Zhang, 2022). More specifically, the use of common (shared)
auditors—auditors simultaneously engaged by both a customer firm and its suppliers—may facilitate information transfer
along supply chains, enhance relational monitoring, and reduce opportunistic practices (Dhaliwal et al., 2016). Furthermore,
common auditors have been shown to strengthen relationship-specific investments and increase trust among supply-chain
partners, thereby lowering uncertainty and improving reporting outcomes (Dhaliwal et al., 2025).

Given that managerial expectations significantly influence decisions to retain or release resources, the presence of a
common auditor may theoretically mitigate the effects of overly optimistic or pessimistic expectations on cost adjustments.
However, evidence from emerging markets is mixed. Some studies find that corporate governance quality and board
attributes moderate cost stickiness through improved oversight (Abdel Megeid & El-Deeb, 2021). Others argue that firm-
specific characteristics—such as asset intensity, leverage, and ownership concentration—have stronger explanatory power
in cost behavior than audit-related variables (Nansi Muhammad, 2023). In particular, weak institutional environments may
limit the effectiveness of audit-based mechanisms in altering managerial cost decisions.

Additionally, research on intellectual capital and labor adjustment costs demonstrates that firms with high human-capital
dependence or costly employee adjustment processes naturally exhibit higher levels of cost stickiness (Irawan, 2021; Kim &
Kim, 2022). These findings imply that even enhanced information flows introduced through shared auditors may not be
sufficient to change underlying structural frictions within certain firms. Another stream of literature suggests that firms with
strong internal governance mechanisms exhibit lower asymmetric cost behavior, whereas firms with weak control systems
or concentrated managerial power tend to display stronger cost stickiness (Zhai et al., 2023; Zhang et al., 2023).

In addition to governance-related approaches, corporate social responsibility (CSR) has also been proposed as a
moderating factor influencing managerial conservatism and cost behavior. Evidence suggests that CSR-oriented firms adjust

costs more responsibly and demonstrate reduced levels of cost stickiness (Aurenz & Magnusson, 2021). Similarly,
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environmental or cultural factors—such as religion and societal norms—have been linked to cost adjustment tendencies,
indicating that behavior extends beyond internal managerial incentives (\Wan et al., 2021).

While prior research provides substantial evidence on determinants of cost stickiness, limited studies have examined
whether shared auditors influence the cost behavior of supplier firms under varying managerial expectations. More
specifically, there is a significant gap in emerging-market contexts, where institutional constraints and lower audit-quality
enforcement may undermine the monitoring role of shared auditors. To address this gap, the present study investigates
whether having a common auditor with major customers affects the degree of cost stickiness among supplier firms—
considering both optimistic and pessimistic managerial expectations—within the context of an emerging market.

Methods and Materials

This study utilized a quantitative correlational research design to measure the impact of shared auditors and managerial
expectations on cost stickiness. The population consisted of firms listed on the Tehran Stock Exchange over a period spanning
more than a decade. The data set included firm-level financial information, auditor identity information, and variables
capturing managerial expectations derived from sales growth indicators. A panel dataset was constructed, and statistical
techniques including the Limer F-test, Hausman test, and generalized least squares (GLS) estimation were employed to
determine the appropriate econometric specification. Separate models were estimated for firms with optimistic and
pessimistic managerial expectations. Model variables included changes in sales, changes in costs, dummy interaction terms
for managerial expectations, and indicators reflecting the presence and intensity of shared auditors.

Findings

The descriptive results indicated substantial variation in sales, costs, and macroeconomic conditions across the examined
firms. The inferential analysis showed that in both models—optimistic and pessimistic expectations—the interaction between
shared auditors and managerial expectations was statistically insignificant. Specifically, the coefficient capturing the
moderating effect of shared auditors under optimistic managerial expectations was negative but not statistically significant.
Similarly, the interaction coefficient under pessimistic managerial expectations was positive yet statistically insignificant.
Neither model demonstrated evidence that having a shared auditor materially influences the cost-adjustment behavior of
firms.

Model diagnostics, including F-tests and Hausman tests, confirmed the appropriateness of panel estimations with fixed
effects. Nevertheless, regression outputs consistently showed that shared auditors do not significantly alter the relationship
between sales changes and cost changes. Therefore, both hypotheses—predicting a reduction in cost stickiness under
optimistic expectations and an increase in cost stickiness under pessimistic expectations—were rejected.

Discussion and Conclusion

The findings of this study reveal that shared auditors do not have a significant moderating effect on cost stickiness within
the examined market context. Despite theoretical expectations that shared auditors might enhance information transparency
and discipline managerial decision-making, the results did not support this assumption. Instead, the insignificance of shared
auditors suggests that deeper structural and institutional factors may dominate cost behavior within the firms studied.

The results align with broader evidence indicating that cost stickiness is influenced strongly by organizational
characteristics, managerial incentives, labor adjustment frictions, economic volatility, and governance quality. In

environments where audit independence, regulatory enforcement, and reporting discipline may be weak, shared auditors
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may not possess sufficient influence to meaningfully modify managerial resource-adjustment decisions. Additionally,
managerial expectations—whether optimistic or pessimistic—did not interact significantly with the presence of shared
auditors, implying that such expectations are shaped more by internal or external pressures than by audit-related information
mechanisms.

Overall, this study contributes to the cost-behavior literature by demonstrating that the effectiveness of shared auditors
in moderating asymmetric cost behavior cannot be assumed universally and may depend highly on institutional
environments. The results highlight the need for broader structural reforms, stronger governance mechanisms, improved
audit quality, and enhanced transparency frameworks to influence managerial cost-adjustment behavior effectively.
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