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Studying the Effect of Company Size on Costing System
Complexity with a Mediating Role in Financial Reporting
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Abstract

The quality of financial reporting, as a fundamental element, affects stakeholders' decision-making, regulatory
compliance, and overall transparency of the company. The complexity of the costing system in an organization also
plays a vital role in shaping the quality of financial reporting. The prevailing theoretical prediction has been that
larger companies are more likely to need a complex costing system for some reasons compared to smaller compa-
nies. In this study, the relationships between company size, costing system complexity, production cost structure,
and financial reporting quality were analyzed through path analysis using Amos 24 software. The statistical sample
of the study was 121 manufacturing companies listed on the Tehran Stock Exchange over a 10-year period from
the beginning of 2014 to the end of 2015, which were selected by elimination (screening) method. The results of
the path analysis showed that company size has a direct and significant positive effect on product diversity, and
product diversity also has a direct and significant positive effect on the complexity of the costing system. Therefore,
company size has a positive and significant indirect effect on the complexity of the costing system through product
diversity. Company size also has a direct and significant negative effect on overhead costs, and overhead costs also
have a direct and significant negative effect on the complexity of the costing system. As a result, company size has a
positive and significant indirect effect on the complexity of the costing system through overhead costs. Another part
of the research results showed that the quality of financial reporting has a direct and significant negative effect on
the complexity of the costing system. The overall results of the research show that larger companies need to design
complex costing systems due to the diversity in product offerings, and high quality financial reporting can reduce
.the complexity of the company's costing system

Keywords: : Costing system, company size, cost structure, product diversity, financial reporting quality
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