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Purpose: The present study has the general purpose of investigating the
effect of the audit committee on the stickiness of the inventory in the stock
market companies of Iran. For this purpose, the impact of audit committee
characteristics with criteria such as (audit committee size, audit committee
independence, and audit committee financial expertise) on inventory
stickiness has been investigated.

Methodology: Research data has been collected to test the research
hypotheses using the information of 150 companies from the stock market
of Iran in a period of 7 years (i.e. from the fiscal year 2014 to 2022).
Findings: The findings of the research hypothesis test have shown that in
the stock market of Iran, the independence of the audit committee and the
financial expertise of the audit committee have a significant negative effect
on the stickiness of the company's inventory. Also, the findings of the
research showed that the size of the audit committee does not have a
significant effect on the stickiness of the company's inventory.
Originality: According to the results of the study, when audit committee
members are independent, they are more inclined to monitor managers'
decisions and, by aligning the interests of managers with investors, lead to
improved inventory management, and as a result, inventory stickiness
decreases. On the other hand, the presence of individuals with financial
expertise in the audit committee leads to specialized oversight by the audit
committee over raw material purchasing decisions and inventory
management, and managers are less likely to engage in opportunistic
behavior and abuse inventory, and as a result, inventory stickiness
decreases.
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Introduction

he main purpose of inventory

management in  manufacturing

companies is to maintain balance in
keeping inventory at an optimal level. One
of the factors that lead to the disruption of
the balance of the inventory maintenance
level is the stickiness of the inventory. The
stickiness of the inventory is caused by the
weakness in monitoring the inventory
management policies. The existence of the
audit committee is a factor that may affect
the stickiness of the inventory. Therefore,
the present study has the general purpose of
investigating the effect of the audit
committee on the stickiness of the inventory
in the stock market companies of Iran. For
this purpose, the impact of audit committee
characteristics with criteria such as (audit
committee size, audit committee
independence, and audit committee
financial expertise) on inventory stickiness
has been investigated. Inventory stickiness
is caused by managers' lack of agility in
inventory management, incorrect
forecasting of production capacity,
expectation of a resurgence of revenue, and
forecasting an increase in inventory prices
(Zhou et al, 2021). Some studies also
showed that opportunistic management
behaviors stemming from conflicts of
interest between managers and investors
affect managers' decision-making,
especially inventory management decisions
of companies (Yuan et al., 2018; Oche et
al., 2019). In this regard, Lin ef al. (2020)
believe that the misflow and waste of
inventory resources in companies that do
not have proper inventory management are
higher than in other companies. One of the
most important control mechanisms that
provides the basis for effective and efficient
leadership of organizations is the audit
committee (Jalahma, 2022). The audit
committee is recognized as an inseparable
part of the corporate governance of public
companies and has an important duty on the
part of shareholders to monitor the
decision-making of managers (Madi et al.,

2014). Hypothesis 1: Audit committee size
has a significant effect on companies'
inventory stickiness. Hypothesis 2: Audit
committee independence has a significant
effect on companies' inventory stickiness.
Hypothesis 3: Audit committee financial
expertise has a significant effect on
companies' inventory stickiness.

Methodology

The method of this research is in two parts.
In the section of theoretical foundations and
background of the research, the library
method has been wused to collect
information. Companies that operate in the
Iranian stock market constitute the
statistical population of this study. Also, in
another part, research data has been
collected to test the research hypotheses
using the information of 150 companies
from the stock market of Iran in a period of
7 years (i.e. from the fiscal year 2014 to
2020) .For the statistical analysis of the
research data, the software version 9 was
used .In order to test the hypotheses,
multivariate regression models were
performed with the combined data method .
Also, in order to test the hypotheses from
the logistic regression model, it was done
with the combined data method .Also, to
choose the fixed or random effects method,
the Hausman test was performed and the
random data method was used.

Results

In hypothesis one, the effect of the audit
committee size on the inventory stickiness
of companies in the Iranian stock market
was considered and examined. The results
of the test of hypothesis one of the research
showed that the size of the audit committee
does not have a significant effect on the
inventory stickiness of companies, which
means that changes in the size of the audit
committee do not affect the inventory
stickiness of companies. As a result,
hypothesis one of the research is not
confirmed at the 95% confidence level. In
fact, inventory stickiness is one of the
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special issues in inventory management that
may not be affected by simply increasing
the number of audit committee members
and requires careful planning and control.
In hypothesis two, the effect of the
independence of the audit committee on the
inventory stickiness of companies in the
Iranian stock market was considered and
examined. The results of the test of the two
research hypotheses showed that the
independence of the audit committee has a
significant negative effect on the stickiness
of the companies' inventory, which means
that with the increase in the independence
of the audit committee, the stickiness of the
companies' inventory decreases. As a result,
the two research hypotheses are confirmed
at the 95% confidence level. In fact, the
independence of the audit committee means
that there are independent members in the
audit committee. Such members have a
greater tendency to closely and efficiently
supervise the efficient supervision of the
companies' inventory management. For this
reason, the presence of such members can
reduce the stickiness of the companies'
inventory. In the third hypothesis, the effect
of the financial expertise of the audit
committee on the stickiness of the
companies' inventory in the Iranian stock
market was considered and examined. The
results of the three research hypotheses test
showed that the financial expertise of the
audit committee has a significant negative
effect on the stickiness of the companies'
inventory, which means that with the
increase in the financial expertise of the
audit committee, the stickiness of the
companies' inventory decreases. As a result,
the three research hypotheses are confirmed
at the 95% confidence level. The financial
expertise of the audit committee members
will help them to plan better for inventory
management. Audit committee members
with financial expertise will take action on
the companies' purchasing management by
correctly estimating the amount of product
to be produced, which will result in a
decrease in the stickiness of the inventory.
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The findings of the research hypothesis test
have shown that in the stock market of Iran,
the independence of the audit committee
and the financial expertise of the audit
committee have a significant negative effect
on the stickiness of the company's
inventory. Also, the findings of the research
showed that the size of the audit committee
does not have a significant effect on the
stickiness of the company's inventory.

Conclusions

The purchase of raw materials or the
abnormal maintenance of inventory in the
production process during the periods when
the company's income is decreasing, can be
caused by the opportunistic behavior of the
management in order to waste the
company's resources to achieve their own
interests. Therefore, the existence of an
efficient audit committee is one of the
factors that reduce managers' opportunistic
behavior towards inventories. Based on the
results of the research, when the members
of the audit committee are independent,
they are more inclined to monitor the
decisions of the managers and by aligning
the interests of the managers with the
investors, they lead to the improvement of
inventory management. On the other hand,
the existence of people with financial
expertise in the audit committee leads to the
specialized supervision of the audit
committee on the decisions of purchasing
raw materials and inventory management,
and for this reason managers will have less
opportunity to pursue their personal
interests ~ through  resources  with
opportunistic behavior.
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