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ABSTRACT 

This study analyzes the phenomenon of cost stickiness (CS) by considering the impact of the level of organizational 

capital (OC) on sales, general, and administration (SG&A) expenses. OC reflects technologies and business processes 

that allow companies to optimize resources better than other companies. Costs associated with organizational 

development are mostly SG&A. CS is an asymmetric cost behavior related to sales activity, caused by the resource-

adjustment decisions made by management. The uncertainty of market demand influences the level of sales, such that 

it affects resource management and earnings performance. This research performs empirical tests on financial data of 

manufacturing companies listed in the Indonesian Stock Exchange (IDX) from 2010–2016. For extended CS analysis, 

we also use quarterly financial statement data. We find from global samples that manufacturing companies in 

Indonesia show anti CS behavior. In the High-OC category, using the annual data sample, the quintile (median) group 

showed anti-CS (CS) behavior. Meanwhile, in the Low-OC category, the annual data showed anti-CS for the quintile 

(median) group. In the High- (Low-) OC category, the quarterly data sample showed CS (anti-CS). This study 

provides insights for evaluating management behavior when managing costs and financial impacts of OC in a 

manufacturing company‟s financial performance.  

 Keywords: cost stickiness, cost behavior, organizational capital, intangible investment

1. INTRODUCTION 

Intangible capital is a modern business and 

economic term that describes sources of future benefits 

that have no physical form (Miyagawa & Kim 2008; 

Lev et al. 2005). However, the value added from 

intangible capital is not always reflected in company 

financial statements. As the key indicator of the 

company's commitment to intangible investment, 

organizational capital (OC) is an important intangible 

resource that is normally not reported (Veneris et al. 

2015). The costs associated with organizational 

development are mostly recorded in the sales, general, 

and administration (SG&A) expense category. This 

includes information technology system costs, employee 

training, promotional brands, distribution channels, etc. 

(Lev et al. 2009). The financial impact of OC 

development affects the cost behavior and earnings 

performance of the company. Thus, it is necessary to 

analyze the company's cost behavior related to the 

financial impact of the organizational capital 

development.  

This study uses an alternative model of cost 

asymmetry (Anderson et al. 2003) for which costs do 

not change mechanically linear to changes in company 

activity. Instead, they occur because of resource 

adjustment decisions deliberately made by management. 

Firms having more cost stickiness (CS) behaviors 

normally have a lower level of estimated earnings 

accuracy compared to firms lacking CS behaviors 

(Veneris et al. 2015). Accounting management literature 

has assumed that the CS phenomenon was typical 

management behavior. However, those studies did not 

consider the importance of intangible capital as a factor 

in managerial decisions related to commitment resource 

allocation and those impact on cost behavior patterns 

(Veneris et al. 2015). Therefore, for Indonesian firms, 

we measure the financial impact of the development of 

intangible investments per OC‟s level vs managerial 

behaviors per CS. 

The CS level varies per nation, because firm 

characteristics, which are dependent upon national laws 

and regulations, determine the rates of adjustment costs 

on individual resources (e.g., asset intensity (AINT) and 
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employee intensity (EINT)). Additionally, different 

countries show different optimistic/pessimistic trends 

associated with future economic growth (e.g., gross 

domestic product (GDP)). Managerial incentive (e.g., 

free cash flow (FCF)) differences can also impact 

adjustment decisions (Baumgarten 2012). This research 

extends that of Veneris et al. (2015) by analysing the 

relationships between OC, CS, and SG&A. We use the 

annual financial reports of manufacturing companies 

listed in the Indonesian Stock Exchange and interim 

financial reports. We examine the levels of CS by using 

companies‟ quarterly financial report data to find 

specific fluctuations of management behavior within 

financial reporting periods. Then, we compare the 

information to levels of CS using annual financial 

statement data. 

We expect that this study will provide results that 

differ from extant studies. Our study period was chosen 

to reflect economic fluctuations in Indonesia 

represented by GDP. These changes were assumed to 

affect the levels of demand and competition in the 

business environment, resulting in changes to 

management behavior and decision-making, especially 

in the manufacturing industry. Because the GDP after 

2016 did not show a significant fluctuation, we assume 

that this research period represents cost behavior 

changes according economic levels.  

Regarding the relationship between OC and SG&A 

(Banker & Byzalov 2015) stated that companies having 

high organizational levels would increase their 

remaining unused resources faster than companies 

having low organizational levels. This would, in turn, 

increase the level of CS. The increase of unused 

resources might be caused by the existence of high OC 

levels, increasing adjustment costs, and optimistic sales 

expectations. The purpose of this study is discover 

whether companies having high levels of OC will show 

a higher level of CS than companies having low OC 

levels and to discover whether the use of quarterly 

financial report data affects the reported levels of CS. 

This research is useful to academics because it 

expand the understanding of Indonesian cost behaviors, 

including CS and OC, by looking at the financial and 

management interaction impact on changes in sales 

volume and corporate resource commitments. This 

research will be a useful reference for management 

regarding planning, cost controls, decision-making, 

capital-development and OC, and it will contribute to 

better control of excessive cost adjustments, especially 

considering the uncertainty of demand. For 

stakeholders, this study is beneficial because it will help 

them understand the firm‟s levels of CS and OC. It will 

also help them understand and evaluate management 

behaviors as they affect cost management for company 

development in OC. For investors, this information can 

be used as a reference to performance analysis of 

companies as the basis for investment decisions.  

2. LITERATURE REVIEW AND 

HYPOTHESIS DEVELOPMENT 

2.1. Intellectual Capital 

Intellectual capital is a source of future economic 

benefits that have no physical form. These items are not 

always reflected in financial reports. Intellectual capital 

is often divided into categories, such as human capital, 

relational/consumer capital, and organization/structural 

capital (Veneris et al. 2015; CIMA 2003). 

2.2. OC  

OC is an important intangible asset that incorporates 

organizational structures and infrastructure technologies 

that facilitate the flow of knowledge, aiming to improve 

operational efficiency (Lev & Radhakrishnan 2005). OC 

is a primary production factor unique for each company 

in the form of technological groupings, including 

business processes designs, incentives and 

compensation. It enables a company to consistently and 

efficiently optimally manage physical and human 

resources to generate abnormal income (above cost of 

capital), resulting in growth. It is useful to managers for 

tracking the size and growth of OC and comparing it 

with the OC level from previous periods and from 

competitors. 

2.3. OC Measurement 

Lev et al. (2009) estimated the economic value of 

OC by capitalizing and amortizing abnormal profits that 

characterized OC over a 5-year period. Although it 

seemed optimistic, the commitment portion of the 

SG&A cost reflected the adjustment costs involved in 

changing business processes and enduring practices 

(Lev et al. 2009). 

2.4. Cost Behavior  

In the cost management literature, cost behavior has 

been a generic term describing the reaction to cost 

changes according to activity (output). During planning, 

managers should be able to anticipate cost behaviors 

that will occur when there are changes to an activity. 

These changes generally result in fixed, variable or 

mixed costs. (Garrison & Brewer 2015; Hansen & Guan 

2009 

2.5. Traditional Cost Behavior Assumption  

Traditional cost behavior assumes that cost functions 

are mechanically linear. In practice, however, there are 

many nonlinear function costs, such those of price and 

Advances in Social Science, Education and Humanities Research, volume 558

367



production process efficiencies (Hansen & Guan 2009). 

On the other hand, modern cost behaviors imply that 

managerial decisions are cost drivers (Garrison & 

Brewer 2015). The most important conceptual basis of 

modern cost behavior is the view that costs arise from 

resource commitments made by managers (Banker et al. 

2014). 

2.6. Modern Cost Behavior Assumption 

Over the past two decades, many studies have 

documented asymmetric cost behaviors over changes in 

activities where the amount of decrease in costs over the 

decrease in activity is lower than the amount of increase 

in costs when the activity increased. This is CS. This 

alternative model was introduced by Anderson et al. 

(2003) for SG&A, where costs do not change 

mechanically per activity; they change according to 

management's resource adjustment decisions. Anderson 

et al. (2003) identified the causes of manager avoidance 

to reducing excessive resources when activities 

decreased. This led to asymmetric cost behaviors 

(Baumgarten 2012; Veneris et al. 2015). 

In some cases, costs indicated anti-CS behaviors, 

occurring when the cost response to a decrease in 

activity level was greater than that if the activity 

increased (Balakrishnan et al. 2004). Literature has 

explained the phenomenon of costs stickiness using 

economic factors, such as adjustment costs, rates of 

change of economic activity, anticipation of future sales, 

and empire-building managerial behaviors. 

2.7. Framework OC and CS 

Banker and Byzalov (2015) built a combined 

framework for CS, as shown in Graph I, Panel (A). It 

explains that when current sales (sales t) exceed the 

capacity of available resources, as described by the 

resources carried over from the previous period 

(resources t-1), the company will proportionally 

increase resources (Panel A, Scenario A). When current 

sales fall, the company imposes maintenance costs on 

the remaining unused resources with adjustment costs 

associated with their reduction. At the intermediate sales 

level, unused capacity is positive but tends to be low. 

Then, the company maintains the initial resources level 

(Panel A, Scenario C). If the current level of sales drops 

far below the acceptable minimum capacity, the 

company will cut resources to reduce the remaining 

resources (Panel A, Scenario B). Two reasons are 

mentioned for this: adjustment cost and managerial 

expectations. 

 

3. CONTEXT OF EXPLANATION 

FRAMEWORK (BANKER & BYZALOV 

2015; VENERIS ET AL. 2015) 

 

3.1. Hypothesis 

This study aims to determine the level of CS in 

manufacturing companies having high and low levels of 

OC. The development of OC has a financial impact that 

will affect the cost behavior and earnings performance 

of the company. By rationalizing the relationship 

between OC and SG&A cost behaviors in the context of 

the integrated framework explained by Banker and 

Byzalov (2015), when sales decrease, firms having high 

organizational levels will retain unused resources longer 

than firms having low organizational levels. Therefore, 

we arrive at the first hypothesis: 

H10: Companies having high organizational levels 

experience higher CS than companies having low 

organizational levels. 

Anderson et al. (2003) and Baumgarten (2012) 

stated that levels of CS are influenced by the length of a 

study‟s observation period. The longer the observation 

period, the lower the CS. This is because the adjustment 

cost of one period will break even in future periods, and 

cost changes will become permanent. Thus, adjustment 

cost, one of the triggers of CS, will reduce. To test this 

idea, we recalculated CS level via the first hypothesis by 

using quarterly data rather than annual data to see if 

changes in financial statement data would result in 

changed CS levels. Thus, we arrive at our second 

hypothesis: 

H20: The use of quarterly observation data will 

affect the level of CS. 

4. RESEARCH METHOD 

This research is quantitative and uses a pooled data 

multiple regression model to analyze the influence of 

independent and control variables against the dependent 

variable. The purpose of this research is to understand 

the phenomenon of asymmetric behavioral costs (i.e., 

CS) in manufacturing firms by considering the level of 

intangible investment through OC. The CS model is 

designed by using the following regression equation: 
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1. Basic Model 

CSit =    +   SCit +   DDit *SCit +    . (1) 

  

2. The Anderson, Banker, and Janakiraman (ABJ) 

Model 

CSit =    +    SCit +   DDit * SCit +   DDit * SCit 

*EINTit+   DDit * SCit *AINTit+   DDit * SCit 

*SDit+   DDit * SCit *GDPt+    . (2) 

 

3. Extended Model 

CSit =    +   SCit +   DDit*SCit+   

DDit*SCit*EINTit+   DDit*SCit*AINTit+   

DDit*SCit*SDit +   DDit*SCit*GDPt+   

DDit*SCit*FCFit+   EINTit+   AINTit+     SDit +    

GDPt +    FCFit+    . (3) 

 

CSit is the level of CS measured by the logarithm of 

changes in SG&A costs during period t. β0 is a constant 

intercept. SCit is the rate of change in annual net sales as 

measured by the logarithm of annual/quarterly sales 

changes. DDit represents the dummy 

interaction/moderation variable, which is worth 1 if net 

sales decreases during period t. Otherwise, it is 0 if 

annual net sales increase during period t, compared to 

the previous period (t-1). SDit is the dummy 

interaction/moderation variable. It is worth 1 if net sales 

decreases for two consecutive periods. Otherwise, it is 

0. AINTit represents the asset intensity of a company as 

measured by the total asset ratio logarithm to total net 

sales during period t. EINTit represets employee 

intensity owned by the company as measured by the 

logarithm ratio of the number of employees to the total 

net sales during period t. FCFit is indicates the empire 

building incentives of management as measured by the 

ratio of free cash-flow during period t. GDPit is a control 

variable measured by the percentage change in 

economic growth rate during year t. b1, b2,..., b7 are 

independent variable coefficients and control variables. 

εit is the error coefficient. 

The basic model use the main variables as the 

dependent variable and the independent variable of the 

annual log of changes of sales revenue (Revit). Dummy 

variable (dit) is used to recognize the direction of change 

in company sales during year t. The b1 coefficient 

measures the increase‟s percentage in SG&A costs per 

1% increase in sales revenue. Alternatively, the value of 

dit is 0 when revenue increases. The coefficient of b2 

measures CS and the sum of coefficients b1+b2 to 

measure the percentage of SG&A cost reductions at a 

1% decrease of sales revenue. Alternatively, the value 

of dit is 1 when income decreases. The empirical 

hypothesis for CS states that b1>0 and b2<0. Thus, 

b1>b1+b2. 

In the ABJ model (Anderson, Banker, & 

Janakiraman 2003), logarithms of the ratio of the 

number of employees (Empit) to sales revenue (Revit) 

and total assets (Assetit) to sales revenue (Revit) are used 

from company i in year t to measure the intensity of 

employees at a company and the intensity of assets. To 

capture the anticipated impact of future sales on the 

degree of stickiness, successive dummy variables are 

included (dsit), which take the value 1 if the company's 

sales revenue falls for two consecutive periods and 0, 

otherwise. Additionally, to capture the impact of 

macroeconomic activity on the CS phenomenon, the 

GDPt variable is included, which is the percentage of 

actual GDP growth during year t. 

In the extended model of Chen et al. (2012), 

expanding the ABJ model added free cash flow to the 

proxy for managerial empire-building incentives. Free 

cash flow is measured as cash flow from operating 

activities minus common and preferred dividends, 

multiplied by total assets. 

To answer the first hypothesis, this study measures 

the level of OC in the sample data of companies by 

using the calculation of the contribution of OC (Lev et 

al. 2009). Then, the sample data is separated into groups 

of companies having the highest and lowest categories 

of OC based on the median of OC (quintile) to 

determine the more intensive OC. The level of CS was 

measured using ABJ model. Measurement of CS is 

performed for each group of companies according to a 

grouping of highest and lowest OC. 

To answer the second hypothesis, the measurement 

of the CS is repeated using quarterly data from the 

yearly sample, leveraging the same OC grouping 

categories as with the first hypothesis testing. Moreover, 

we compare the CS of both data types to determine 

whether there are differences in cost behaviors during 

quarterly vs. annual periods. 

4.1. Data Sample 

This research step begins with a sample selection, 

based on criteria established by (Veneris et al. 2015). 

The period of research was taken from 2010–2016. This 

study was conducted using the data of financial 

statements of public companies obtained from 

Thomson–Reuters database and IDX. 

From the total population, a sample of companies 

was analyzed to find the SG&A expenses that were 

greater than sales revenues. Additionally, there we used 

a sample of companies where SG&A expenses moved 

contrary to sales (Anderson & Lanen 2009; Chen et al. 
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2012). From a total sample of 22 companies over a 

period of 7 years, we retrieved 154 annual-data values 

and 616 quarterly-data values. 

Table I.  Sample Selection 

 

4.2. OC 

After sample selection, the research sample was 

grouped per OC level. The level of intangible 

investment was reflected in the level of OC measured 

through the financial impact of SG&A expense because 

most of the financial impact of intangible investment 

development was included in SG&A (Lev et al. 2009). 

For research purposes, the company in the sample data 

is grouped according to the contribution of OC 

Abnormal profit (AbProfitit) was measured from 

period 5. Refer to Lev et al. (2009) for estimating the 

contributions of OC by combining the company's 

potential to generate more revenue and cost savings. 

Abnormal profit is the sum of abnormal sales that 

describes the contribution rate of OC on abnormal 

earnings of company (AbSALEit) and abnormal costs 

(AbCOSTit), as described by cost containment.  

 

 

 

Abnormal sales (AbSALEit) are derived from the 

annual income difference vs. revenue forecasts as a 

function of SG&A cost, which are amortized over 3 

years, number of employees, and net fixed assets. 

AbSALEit of firm i during year t is the difference 

between actual company earnings and predicted 

earnings according to average efficiency without OC. 

The predicted income in the model as a function of the 

company's output of physical capital and labor. The 

earnings model coefficient was obtained by estimating 

an equation model in which SG&A.CAPit is calculated 

by capitalizing and amortizing the annual SG&A 

expense after 3 years, assuming the useful life of 

intangible investment is exhausted within 3 years. Then, 

we used the coefficient estimate of the income 

prediction model, as calculated by the monetary form of 

the OC contribution to the income. By reducing the 

company's predictive revenue without OC from actual 

company earnings, we can generate AbSALEit, which is 

the contribution of OC to revenue from company i 

during year t. 

Abnormal Cost (AbCOSTit) is also calculated from 

the contribution of OC to the cost of containment by 

measuring the cost prediction of industry averages of 

resources utilized to generate sales. AbCOSTit is OC's 

contribution to cost containment (Lev et al. 2009). 

AbCOSTit is the difference between actual and 

predicted costs according to average efficiency without 

OC. It is calculated similarly to AbSALEit, but is 

replaced using operating costs. The prediction of 

operating cost is taken from the same income function 

by replacing the annual income with operating costs. 

Subsequently, the company is ranked and classified 

into subgroups based on the OC level, using the MOCit 

variable, which is the median value of the OCit variable 

of the firm. The MOCit calculation is based on the OCit 

variable, which is the measurement of the output of the 

OC, because it is an abnormal profit accumulation from 

the current year and the preceding 4 years, considering 

the consumption of resources for its development 

(measured as the capitalization rate of SG&A expense 

for 3 years).  

We repeat the test using the rank and classification 

of the company samples using the MOACit variable, 

which is the median value of the adjusted OC (AOCit) of 

the firm. AOCit is calculated the same as MOCit, but is 

modified by the issuing advertising expense from 

SG&A_CAPit. This is because of advertising expenses 

related to the relationship of the company with the 

customer, which has the least relationship with the 

development of OC of the company. Calculation of 

A.SG&A_CAPit, representing the annual adjusted 

SG&A expense via capitalization and amortization for 3 

years, where A.SG&Ait is the annual SG&A expense 

minus advertising exp (AEit). The grouping of firms is 

selected by taking the highest and lowest quartiles of the 

median and from the quintiles over the sample level of 

OC firm to better test the specific samples, both on OC 

and adjusted OC. 

 5. RESULT AND DISCUSSION 

Based on the calculation of OC, samples were rank 

and classified as follows. There were 77 (77) OC 

variables based on the median grouping of MOC 

(MAOC), taken from variables there are 77 (77) annual 

observation data of both high and low categories. 

However, from quarterly observation data, there were 

292 (296) low and 302 (298) high. However, the 

quintile group of MOC MAOC) was 30 (30) low and 31 

(31) high, whereas, from the quarterly observation data, 

there were 114 (113) low and 120 (120) high.  

After OC ranking and classification, all sample data 

were used to measure the level of CS from three CS 

Models (Veneris et al. 2015). Then, all data were used 

for the regression test to answer the hypotheses, as 

shown in Tables II and III. 

No. Sample Selection Criteria Total Annual Data 

1. Companies in the manufacturing industry sector which are listed 

on the IDX until 2016 

144 

2. Issue company observations that do not have positive SG&A 

revenues and costs and complete data 

38 

3. Issue company observations that have SG&A costs greater than 

sales revenue 

3 

4. Issues company observation that changes in SG&A costs move 

in the opposite direction to changes in revenue. 

81 

Number of company samples 22 

 

Tabel 3.1. Tabel Tahapan Perhitungan OC 

 

Tahap. Variabel Deskipsi Rumus 

1 Organization 

capital 

Pengukuran nilai ekonomis dari organization 

capital (OCi,t) dihitung dengan mengkapitalisasi 

dan amortisasi AbProfitit dalam 5 tahun untuk 

mendapat estimasi organization capital dari 

kontribusi tahunan yang kemudian diskalasi 

dengan total aset di tahun t, sehingga didapatkan 

hasilnya berupa kontribusi organisasi capital 

(OCi,t) (Lev, 2009). 
 

𝑂𝐶𝑖 ,𝑡  = 
  1−0,2𝑘 𝐴 𝑃𝑟𝑜𝑓𝑖𝑡 𝑖 ,𝑡−𝑘

𝑘=0
4

𝐴𝑠𝑠 𝑡 𝑖 ,𝑡

           (3.11) 

 

2 AbProfiti,t AbProfiti,t dihitung dengan menjumlah kontribusi 

dari OCi,t terhadap sales revenue (AbSALEi,t) dan 

terhadap operating cost (AbCOSTi,t) dari 

perusahaan i di tahun t sesuai persamaan  

 

AbProfiti,t.  = AbSALEi,t + AbCOSTi,t. 

(3.12)  

3 Predicted Sales 

Revenue without 

OC 

Predicted Sales Revenue without OC didapat dari Model Sales Revenue  menurut rata-rata 

efisiensi dengan mengeluarkan pengaruh Organization Capital. Model Sales Revenue menurut 

rata-rata efisiensi dijelaskan pada tahapan 3.1 s.d 3.5 dibawah ini. 

 

Tabel 3.1. Tabel Tahapan Perhitungan OC 

 

Tahap. Variabel Deskipsi Rumus 

1 Organization 

capital 

Pengukuran nilai ekonomis dari organization 

capital (OCi,t) dihitung dengan mengkapitalisasi 

dan amortisasi AbProfitit dalam 5 tahun untuk 

mendapat estimasi organization capital dari 

kontribusi tahunan yang kemudian diskalasi 

dengan total aset di tahun t, sehingga didapatkan 

hasilnya berupa kontribusi organisasi capital 

(OCi,t) (Lev, 2009). 
 

𝑂𝐶𝑖 ,𝑡  = 
  1−0,2𝑘 𝐴 𝑃𝑟𝑜𝑓𝑖𝑡 𝑖 ,𝑡−𝑘

𝑘=0
4

𝐴𝑠𝑠 𝑡 𝑖 ,𝑡

           (3.11) 

 

2 AbProfiti,t AbProfiti,t dihitung dengan menjumlah kontribusi 

dari OCi,t terhadap sales revenue (AbSALEi,t) dan 

terhadap operating cost (AbCOSTi,t) dari 

perusahaan i di tahun t sesuai persamaan  

 

AbProfiti,t.  = AbSALEi,t + AbCOSTi,t. 

(3.12)  

3 Predicted Sales 

Revenue without 

OC 

Predicted Sales Revenue without OC didapat dari Model Sales Revenue  menurut rata-rata 

efisiensi dengan mengeluarkan pengaruh Organization Capital. Model Sales Revenue menurut 

rata-rata efisiensi dijelaskan pada tahapan 3.1 s.d 3.5 dibawah ini. 
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Table II. Regression Test with Annual Data  

 

Table II shows that, in the median group, companies 

having a high level of OC showed higher levels of CS 

compared to companies having low levels of OC. The 

results of this study are in line with the research of 

Veneris et al. (2015). Thus, in companies having a high 

OC level, managers tended to maintain resources related 

to the development of OC under conditions of decreased 

sales. The managers considered the costs of developing 

OC as an investment with long-term benefit, provided it 

were to be carried out aggressively over a period of 

decline in sales. Then, it would cause a decrease in 

profit for the current period and possibly during a period 

of increased sales. The manager must, therefore, incur 

greater costs for resource recovery than for maintenance 

over declining sales. This can cause an increase in the 

burden on resources maintained over a short-term 

period. However, it will be beneficial over the long 

term. 

Additional pre-grouping tests on quintile data were 

conducted to determine the consistency of results based 

on the median group. After testing global data and 

quintile groups, results showed that, for companies 

having either high or low OC, both showed anti-

stickiness cost asymmetry behavior. This is because of 

the conditions of the trend of sales changes, which was a 

proxy of changes in the activities of manufacturing 

companies. Most, in fact, experienced an increase. This 

condition provides a different result than previous 

research and contradicts to the basic CS model that 

focuses on decreasing company activity (decreasing 

dummy). 

This anti-CS condition reflects the tendency of 

pessimistic management behaviors towards future 

demands in accordance with the assumptions of Baker 

and Byzalov (2015), which stated that managers 

aggressively cut unused resources during a period of 

sales decline, because they consider the decline to be 

permanent and expect resources to remain unused. This, 

in turn, reduces CS or increases anti-CS. These 

conditions imply that managerial decisions are 

controlled by incentives, according to Kama and Weiss 

(2013). To avoid losing profits or to achieve profit 

targets, managers tend to adjust resources faster when 

activity levels decrease than when activities increase. 

Judging from the coefficient value of the level of 

CS, the results of this study indicate that, for both 

quintile and median groups the value of the CS or anti-

stickiness in the High-OC category was higher than the 

level of anti-stickiness in the Low-OC category. 

Additionally, the difference in the level of CS or anti-

CS between the MOC and MAOC classifications 

differed little between the quintile and median groups 

and High and Low OC. This shows that the influence of 

advertising expenses on the level of contribution of OC 

based on SG&A cost was not very large. 

Table III. Reegression Test with Quarterly Data  

 

Table III shows that, in both the median and quintile 

groups, companies having high OC levels showed 

higher levels of CS compared. This shows that our 

results are in line with the research of Veneris et al. 

(2015). 

If we compare the measurements of CS between 

annual and quarterly financial statement data, we find 

that, in the global data group, both results support anti-

CS. However, the quarterly data showed a lower 

coefficient level. In the median group, the CS 

measurement from annual data supported anti-CS in the 

basic ABJ, and extended models. Meanwhile, 

measurements using quarterly data showed results 

supporting CS in all three models. The levels of CS also 

showed a lower coefficient on the quarterly 

measurement results. In the quintile group, the results of 

CS measurements using annual data showed results that 

supported anti-CS, whereas the quarterly data showed 

results supporting CS. 

Based on the results above, it is can be concluded 

that, in line with H20, the use of quarterly data affects 

GROUP OC RANK MODEL b1 b2 b1+b2 COST STICKINESS

Basic 0.3401128 0.0667353 0.4068481 anti cost stickiness

ABJ 0.3352423 0.0921859 0.4274282 anti cost stickiness

Extended 0.3207067 0.1049982 0.4257049 anti cost stickiness

Basic 0.3746441 -0.082714 0.2919301 cost stickiness

ABJ 0.3455247 -0.0627389 0.2827858 cost stickiness

Extended 0.3109253 -0.0390792 0.2718461 cost stickiness

Basic 0.3283255 0.1080878 0.4364133 anti cost stickiness

ABJ 0.3212981 0.1120123 0.4333104 anti cost stickiness

Extended 0.3086042 0.1279046 0.4365088 anti cost stickiness

Basic 0.4100783 -0.0718524 0.3382259 cost stickiness

ABJ 0.3888969 -0.0709742 0.3179227 cost stickiness

Extended 0.3683686 -0.0427942 0.3255744 cost stickiness

Basic 0.306639 0.1093488 0.4159878 anti cost stickiness

ABJ 0.2968311 0.120796 0.4176271 anti cost stickiness

Extended 0.2798076 0.1420113 0.4218189 anti cost stickiness

Basic 0.5618068 -0.4444118 0.117395 cost stickiness

ABJ 0.5112723 -0.4442488 0.0670235 cost stickiness

Extended 0.5028698 -0.3897346 0.1131352 cost stickiness

Basic 0.1792897 0.5222641 0.7015538 anti cost stickiness

ABJ 0.1851646 0.549514 0.7346786 anti cost stickiness

Extended 0.1737702 0.5958914 0.7696616 anti cost stickiness

Basic 0.6221544 -0.5063447 0.1158097 cost stickiness

ABJ 0.5720202 -0.5151273 0.0568929 cost stickiness

Extended 0.5321887 -0.4757497 0.056439 cost stickiness

Basic 0.1811982 0.5446847 0.7258829 anti cost stickiness

ABJ 0.1910815 0.6002656 0.7913471 anti cost stickiness

Extended 0.1811259 0.6466429 0.8277688 anti cost stickiness

LOW

DATA TRIWULANAN

HIGH

LOW

MAOC

MOC

LOW

HIGH

LOW

MEDIAN

GLOBAL

QUINTILE

HIGH

MAOC

MOC

HIGH
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the level of CS. In accordance with the assumptions of 

Anderson et al. (2003) and Baumgarten (2012), 

observations taken over a longer period will show a 

lower level of CS. This is because the longer the period 

of consistency, the decrease in demand becomes more 

certain and the adjustment decisions become more 

precise. Additionally, the adjustment costs made in one 

period will break even in the next period, so that 

changes in costs will be permanent. 

6. CONCLUSION AND IMPLICATION 

Using global samples, manufacturing companies in 

Indonesia showed predominately anti-cost stickiness 

behaviors. During the study period, the number of 

sample companies that increased sales out numbered 

those that decreased. However, the rate of SG&A 

changes tended to be more sensitive to the increase of 

sales than their decline. For both annual and quarterly 

data, companies having High OC showed higher CS 

than those having Low-OC. Therefore, we can conclude 

that H10 is accepted. As shown in Tables II and III, we 

can also conclude that using quarterly data changed the 

measured level of CS. Therefore, H20 is also accepted. 

Market demand uncertainty influenced changes in 

firms‟ sales rates, affecting manager behavior regarding 

resource commitments and cost behavior. The process 

of identifying behaviors and cost structure refers to how 

costs change with changes in activity levels. Aggressive 

management behaviors (e.g., cutting off unused residual 

resources during a declining sales period) reflect a 

pessimistic view of the increase in sales demand for the 

future period. They may also be caused by managerial 

decisions influenced by incentive management. 

Adjustment costs that cause CS because of the 

development of capital results in high loading during a 

period of sales decline. This can ultimately suppress 

profit performance. To maintain performance, the 

company can make cost reductions on several cost items 

to cover the impacts of managerial behavior (e.g., 

SG&A efficiency, depreciation management, and 

amortization). They can make policies of asset 

capitalization, such that loading during one period does 

not exceed revenue sales results. The determination of 

the limits on loading value can employ a standard used 

by competitors or in similar industries to avoid 

overspending or underspending during a financial 

statement period.  

7. RESEARCH LIMITATIONS 

Our research model focused primarily on the 

conditions of declining income trends using a decrease 

dummy while combining the conditions of increasing 

and stable income trends. This research did not test the 

cost stickiness per changes in the level of sales. Thus, 

we cannot determine how the level in sales changes 

influence CS. The cost categories tested in this study 

were limited to SG&A. The samples were limited to the 

manufacturing industry and may not be generalizable. 

Further research should test a broader range of data 

for stronger test results. The selection of the study 

period should consider the economic conditions of the 

period in question. Further research should measure the 

levels of sensitivity of the CS by testing the stickiness of 

the group according to different sales changes. Future 

research is expected to test other cost categories, such as 

operating expense, cost-of-goods sold, etc., including 

other industries. Companies ought to consider CS 

information based on management decision-making 

related intangible investments. Measuring the level of 

OC can help managers measure the contribution rates of 

intangible investments. 
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