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The role of Sticky cost in rationalizing profitability decisions and
evaluating performance under the hypotheses of the agency's
theory

"A Field theoretical study"
Abstract: This research deals with; studying the modern approach of

tracking cost behavior, as this behavior is differs because of increasing
activity volume compared with its decreasing. Therefore, the costs can



increase with the increase in the size of the activity at a rate higher or
lower than the decrease in the case of lack of this size. Hence, what is
calling sticky cost came up, the study paid attention to tracking the
reflections of the actions of agents (managers) under the assumptions
of the Agency's theory on Sticky costs. The study also examined the
effect of the perceiving the Sticky behavior of the costs on improving
the productivity of the profitability decisions, and evaluating the
performance. In order to achieve the research objectives, a number of
hypotheses were formulating, and a questionnaire was developing to
test the hypotheses. The study concluded that the actions of the agents,
whether came from Managers, awareness and desire to improve the
profitability of the enterprise, or from the result of agency conflicts
and the desire of management. To achieve their own interests, and to
increase the size of the establishment, and the formation of the
administrative empire, for control and hegemony. Significantly lead to
the emergence of the viscous behavior, of some elements of costs, and
the understanding of the viscous behavior of some cost elements, and
determination viscosity factors, and their use in adjusting cost items,
to the accuracy of cost estimates, can lead to improved productivity of
profitability decisions and performance evaluation
Key words: Sticky cost, agency's theory, profitability decisions,
performance evaluation
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