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Abstract Recent research findings on cost behavior have demonstrated
that costs do not change in direct proportion to variations in sales. In other
words, while costs tend to increase when sales rise, they do not decrease at
the same rate when sales decline. This asymmetric behavior of costs is known
as cost stickiness. Moreover, competition plays a significant role in reducing
stagnation and recession in the market, compelling economic entities
to enhance their efficiency and productivity to sustain themselves under
competitive conditions. As a result, competition is widely regarded as a
driving force behind innovation and creativity, contributing to the dynamism and
economic development of society. The objective of this study is to investigate
the effect of competition on cost stickiness in Iran’s banking industry. To
achieve this goal, data from 20 banks covering the period from 2016 to
2023 were analyzed using the Generalized Method of Moments (GMM) and
panel data techniques. The findings reveal a significant positive relationship
betweencompetitionandcoststickinessinbanks. Inotherwords, ascompetition
intensifies, the degree of cost stickiness in banks also increases.

Keywords: Competition, Cost Stickiness, Banking Industry, GMM, Islamic
Republic of Iran.
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