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Abstract:

The recent studies of sticky cost behavior provide an
evidence of a different cost response to the change in the volume
of activity upward than its response to a downward, as some cost
items increase as the volume of activity increase more than its
decrease in the case of an equal decrease in the volume of
activity. This behavior conflict the traditional model that assumes
that costs action parallel with the increase or decrease of activity,
and the continued use of the traditional cost behavior model
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when predicting profits leads to an increase or decrease of the
cost response to changes in the activity level which leads to an
increase in the profit forecast gap. The study found that there is
an effect of sticky cost behavior in predicting profits in small and
medium-sized enterprises, and the understanding of the behavior
of sticky costs helps to accurately forecast profits.
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