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Abstract

Need for information about Cost Management increases as international
competition increases. Information can help a more accurate predicts for planning and
decision-making. Managers are interested in estimating cost behavior patterns using past
data. Cost behavior shows the way in which costs change according to changes in activity
or management decisions.

The purpose of this study is examining the sticky cost behavior of companies
listed on the Egyptian Stock Exchange and investigating the impact of corporate
governance on sticky cost behavior using three variables for corporate governance; these
are board of directors’ efficiency, institutional ownership, and audit committees’
effectiveness.

This paper is organized into six sections. Section one is an introduction. Section
two illustrates the phenomenon of sticky cost. Section three shed light on corporate
governance. Section four shows the impact of corporate governance on sticky cost
behavior. An empirical study is conducted on section five. Finally, section six
summarizes the results and suggests the future research opportunities.

The study used four multiple regression models to analyze the cost of goods sold
behavior (COGS) and the selling, general and administrative cost behavior (SG&A) of
176 Egyptian-listed companies during the period 2014-2017.

The results show that the small size of board of directors, the increase of board

independence, the high percentage of the board’s non-executives, and the high number of
board meetings were found to reduce COGS stickiness. While, the high level of
institutional ownership, the high percentage of audit committee independence, and the
big size of audit committee were found to increase COGS anti-stickiness in the Egyptian
companies.
The results show also that the small size of board of directors, the high percentage of the
board’s non-executives, and the high numbers of committee meetings were found to
reduce SG&A stickiness. Moreover, the high percentage of audit committee
independence, and the big size of audit committee were found to increase SG&A
stickiness in the Egyptian companies.
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(Adams &Mehran, Juail laelal ST 5)a) Gallae <y Gl o cluhall Gasny asy WS (1993
(Yermack, dulp Jie dypuall (ullad) duain el sy 45l cluhall e oSy <2005)
BV Gulae slacl aae dlealy 3580 3)1) (ulae ana (uld 2y . 1996)

AGA) Aed g bl Wlo)l By ol Gdae ADEL of 3L ol csdl s,
(Weisbach, 1988; Byrd & Hickman, 1992; Brickley et al., 1994; Dechow et al., 1996;
(Beasley, 1996; Dechow et =¥l 55 Jll sl ae lulu Lasiy LS Core et al., 1999)
HIAY) Gadae elme¥ Ll deall Gpb ge pulad) LD (WS S -al.,1996; Klein, 2002)
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sdaaliall clad Allad c¥—Y-Y-0

5yall cdaaball diad sy caaball Diad P e Gl BIA e dxalyd) Glad lled Gl Sp
Lal Pl Guld 24 Cua ddaaball Dall 2ol A€Lgdanliall dial clelaialy daabell Lall 4l
slacl de Jla) ) cliiaall slacV) aie ) daaball Lialy Guliid) liaeY) dus b e daalall
.( Knemakhem & Naciri, 2015) 4y 4 WS ((4all)

(Khemakhem & iuly 3 WS Zialll slasel a2 Jleal leuld 238 Zaaball dal aaa U
Naciri, 2015)

Lxalpal) daal CulS 13 MY golan ey piie aladtinly Aaabyl) Lall AL 5yal (Gl K WS
.(Lin et al., 2006) dulp b LS " aa' sl elld CDA, (A e laaly Wle Dd Jads

e o) g LiaY) Gilye daey Lalll Llis e i L daabad) dial cilelaal dpaaY Dy
ol Pl sl ¢ Lda) Glie 222 Gpb e Leuld

b peml Taalyd) Liad ploael A8k dus Gyl e drabiall Aiall aguVl ASL (uld S Sl
.(Lin et al., 2006) iu b LS 48,30

toag Al LAY zilad d8lua iY-0
L) gt anel (K SLEAY) e il COUAL AT iy (g8 Ayl I Al Ly Tl
p AU sadl) e gy 3l ag)l ) Ailas) (i il
tY) LAl LA g dsal Yl
Log(SG&A;/SG&A; ;)= B;+B,* Log(Sales;;/Sales;; ;)
+B,* DecDummy* Log(Sales;/Sales;; ) + €;;

& Aagaally AylaYly Al ddsll ) 35 (selling, general and administrative) SG&A —
(1) smilaall 35580 DA (i) 48,0

() Aalaall 358l (DA (1) A8 A Glaa) el dla ) ey Sales —
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.(Anderson et al., 2003)
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el GO i 1l ARl Al Glandl il (e Ji AW Gl Lila

A3y ls Al A8 Ll @lsle e 5)laY) Gadae 3eUS il duh 1 B Gl JLad) gisad clul
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( B-Meet 3l 1 Japam Alls ) 53Y) Gdae clelaaly ((R.Duality 5000 W Sajs Jllg) 3515
AU il o (S G bl LA e (5508

Log(SG&A,;/SG&A; )= By+B,* Log(Sales;i/Sales;; ;)
+B,* DecDummy;* Log(Sales;;/Sales;; )
+ B;* DecDummy; * Log(Sales;/Sales;; ) * B.Size;;
+ B, DecDummy;* Log(Sales;/Sales;; ;) * Non—-exe.Ratio;
+ Bs* DecDummy; * Log(Sales;/Sales;; ;) * R.Duality;;
+ Bg* DecDummy;* Log(Sales;,/Sales;; ;) * B. Meet;;
+BB.Size;; + BNon—exe.Ratio,+ B,R.Duality,+ B;)B. Meet, e;;
Ay Al 48K Gleail) sl e pangal) TSL ISl Al s (il LSRN g dgad G
10 anlly
JE o A5kl agedl) 230 NA (e Aubll ol b Apewsdl ASW JS0 (alS S Cang
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P A il e Gl el lasl)
Log(SG&A;/SG&A; ;)= B;+B,* Log(Sales;;/Sales;;_;)
+ B,* DecDummy; * Log(Sales;/Sales; ;)
+ B3* DecDummy; * Log(Sales;i/Sales;; ;) * Ins—Own;;
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ol il e ) mdll JLES) g ises 0558 ¢(CLOWN Sl lgd Sae l5) dxalal dial
Log(SG&A;;/SG&A; )= By+B,* Log(Sales;/Sales;; ;)
+ B,* DecDummy; * Log(Sales;/Sales;; ;)
+ Bz* DecDummy; * Log(Sales;;/Sales;; ;) * C.Indep;;
+ B* DecDummy; * Log(Sales;;/Sales;; ) * C.Size;;
+ Bs* DecDummy;* Log(Sales;/Sales;; ;) * C.F.Exper;;
+ Bg* DecDummy;* Log(Sales;;/Sales; ;) * C.Meet;;
+ B7* DecDummy;* Log(Sales;i/Sales; ;) * C.Own;;
+ BLC.Indep;+ BL.Size;+ B, .F.Exper +B;,C.Meet;;
+ B, £.0wn;+ e,
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leailis Ailasyl Auhall Clajie gany dieall Gl Ao sane (B Lbiagll Clelan) (Jich
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i Ganlia s 435S pall

Lissio sed bual) Tangl) Wl dagslly bl Jangll e IS 8 353000 Aoyl (uplie aal Juams
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(*) ad; Js

Layal) Aiad Ldeagl) e lany)

Variable
Log (COGSI t/COGSi,t-1)
Log (SGAIt/SGAIt-1)

Log (SALESI,t/SALESI t-1)
DecDummy*Log (SALESI t/SALES t-1)
B.Size
Non_exe Ratio
R.Duality

DecDummy*Log (SALESI,t/SALESI,t-1)*B.Size

DecDummy*Log (SALESI,t/SALESI,t-1)*Non_exe
Ratio

DecDummy*Log (SALESI,t/SALESI,t-1)*R.Duality
Ins_Own
DecDummy*Log (SALESi,t/SALESi,t— 1)* Ins_ Own

C.Indep

Mean Median Std. Dev. Minimum Maximum
0.1071 0.0509 0.3575 -1.1029 2.1071
0.1218 0.0539 0.3954 -0.6145 2.9949
0.0701 0.0421 0.4696 -2.9853 3.1100
-0.0579 0.0000 0.2586 -2.9853 0.0000
7.5541 7.0000 2.8765 ¥.0000 17.0000
0.7598 0.7500 0.7955 0.0000 10.0000
0.4156 0.0000 0.4944 0.0000 1.0000
-0.3205 0.0000 1.3391 -14.9265 0.0000
-0.0318 0.0000 0.1256 -1.1941 0.0000
-0.0132 0.0000 0.0832 -1.0125 0.0000
0.6364 0.6690 0.2532 0.0000 1.0000
-0.0268 0.0000 0.2058 -2.6859 0.0000
0.6895 0.7500 0.3528 0.0000 1.0000
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Variable
C.Size
C.F. Exper
C.meet
C.Own
DecDummy*Log (SALESi,t/SALESi,t— 1)*C.Indep

DecDummy*Log (SALESi,t/SALESi,t—1)*C.Size

DecDummy*Log (SALESi,t/SALESi,t—l)*C. F.
Exper

DecDummy*Log (SALESi,t/SALESi,t—1)*C.meet

DecDummy*Log (SALESi,t/SALESi,t—1)*C.Own

Mean Median Std. Dev. Minimum Maximum
3.3822 3.0000 0.8128 2.0000 7.0000
0.3771 0.0000 0.4861 0.0000 1.0000
5.6429 4.0000 4.2066 0.0000 40.0000
0.0795 0.0504 0.0890 0.0000 0.6898
-0.0346 0.0000 0.2304 -2.9853 0.0000
-0.1792 0.0000 0.9634 -11.9412 0.0000
-0.0146 0.0000 0.0538 -0.3829 0.0000
-0.2061 0.0000 0.9876 -11.9412 0.0000
-0.0041 0.0000 0.0205 -0.2415 0.0000
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%1017 &ly Cus (Chen, et al., 2012) 4l 45 L go 3 Lin % Yo iy Cum € 2a )
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Aally Axabiall Glady Gl ¢ haald) G (2laas) (I juds Lo sy %YYL A dralal) dialy d3lll)
Lalll cilelaial Alad I i Lo sty € dasg 0,78 daabuall dind cleliin loal) Jausl) aly LS
%Y. A sl lgdanss il Cam daayal) Aiad A8k dausi (mlias) Jl b Lasad cale (S

ioag Al HLEA) miliy laadV) Julati:o—o
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(¢) ad; Jsa
(i) AR Solad b)) 7 dgall) jlasd) Julas gl

de L) doLiay) A8ISH ) uidial)

daganlly Aal) 4RI ¢ gyl sl

Variable (COGS) (A&SG) Ay )N
Coef. t-stat. p-value Coef. t-stat. p-value
Constant 0.0268 1.11 0.268 0.0411 1.56 0.121
Log (SALESI,t/SALESi,t-1) 0.5803 3.78 0.000 0.6456 7.22 0.000
DecDummy*Log
-0.6271 -2.09 0.038 -0.5803 -4.98 0.000
(SALES:i,t/SALESI,t-1)
N 634 634
F.value
7.16 27.43
Sig.
F. Sig. 0.001 0.000
VIF (Max) 1.66 1.66
Adj. R2 35.68% 36.36%

YA




(Bl = of Cus dysina el (£) ) Joaall S e it 35l Jahs Blalaal) dygina N laillyy
(Bl = o LS el e load) dalsl Zoally (B2 = -0.63, t = 2.09 >2) «0.58, t = 3.78 > 2)

OV Dlaig A8 l5 dpa sanlly Lengdl AdlSEl 4uilly (B2 = -0.58, t = 4.98 >2) 0.65, t = 7.22 > 2)
aSill eailal) Wbl sgay mazid B2<0 ofs 120 of Gulad o a5 2alSl Geail)) gl clial il
A3V Ay panlly Apmdl A de L) deliagl 45 e S

Aol delindl 4S5 (mliasl U s %) Aoy cilagall 8 aliad¥) of oy ol e Ll
i loe hES oty Lo sty sl e %ov.0T0Y 50 % v £V duy ApIaV)y degenlly dympll ddlSil)g
¢ua (Anderson, et al., 2003) i) 4l lee caliag WS % +.3Y aly Cus (Ezat, 2015) 4y
Yor YT iy

)y e genlly Apand) 485 deliall deliad iS55 2LV (A () i) (S lld e
Aapal el Lsine Sl iy b Guaile A @glu Gl Guaile DS Gglu agay M i
tadl i Cum o(Hy) Ahall G (il Jod oSz dsailly
alidl) gug AT ey Al glail) Ggaa o Alaal AV ) Lgina il clagall i i
Lody Ay Lapardly Ay Allsilly delud) doliad) 4B (@USH 0 %) dpwd cilagal)
A Ao %0 g Yol r Y

rdafall S (a8l las) sY-e—o

Gl b Al le lail) e s)la¥) Gadae 3l i e Capall I dahall S o il Cang
olae 3 S lyia )50l (Anderson, et al., 2003) zised jughai Al Auhall 4 5 Glldl o4y padl)
Ay .(Xue & Hong, 2016; Ezat, 2015; chen, et al., 2012) clupn 4 <l L e e 3y
il el a A8y JEisall uiall o 53 Gelaa 36 S il pxia liely
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BNl BolS cpitiay Abiind day ulld) 7 dgadl) glasd) Julad gilii :(0) a8y Jgaa

delia) dolay) 48ISH ; alil) pacial)

da ganl) 9 dmd) AN ;A yiiall

Variable (COGS) (A&SG) 4
Coef. | t-stat. | p—value Coef. | t-stat. | p-value
Constant 0.1312 1.93 0.055 .000957 0.02 0.982
Log (SALESI,t/SALESI,t-1) 0.5436 3.54 0.001 3060542 8.92 0.000
DecDummy*Log (SALESI,t/SALESI t-1) -1.3162 -3.22  0.002 | -2.758782 —4.45 0.000
B.Size -0.0066 -0.76  0.446 | -.0052202 -1.29 0.198
Non_exe Ratio 0.0116 1.23 0.220 0664242 2.98 0.004
R.Duality -0.0729 -1.67  0.096 2.850396 3.53 0.001
B. meetings 0.0006741  0.35 0.727 .0023888 1.03 0.307
DecDummy*Log (SALESI,t/SALESI,t-1)*B.Size -0.1901 -2.65 0.009 | -.2115623 -5.47 0.000
DecDummy*Log (SALESI,t/SALESI,t-1)*Non_exe Ratio 3.5716 12.55  0.000 .0023304 0.10 0.920
DecDummy*Log (SALESI,t/SALES,t-1)*R.Duality 0.6116 2.98 0.003 9147804 3.83 0.000
DecDummy*Log (SALESI,t/SALESI t-1)*B.meetings 0999825 4.56 0.000 .1006531 4.05 0.000
N 619 619
F.value
Sig. 395.42 23.30
F. Sig. 0.000 0.000
VIF (Max) 2.94 2.93
Adj. R2 56.88% 39.95%
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F. Sig. 0.000 0.000
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N
F.value
Sig.
F. Sig.
VIF (Max)
Adj. R2
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0.0365 .53 0.128| .049303  3.98  0.000

2.9479 .82 0.071  _0.51 0.613
1.463015
613 613
278.12 10.39
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2.31 2.31
57.94% 38.66%
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