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An Analytical and Critical Study of Performance Evaluation
Standards from the Perspective of Proxy Theory

Dr. Essam Al Arbied*

(Accepted 7/9/2004)

O ABSTRACT 0O

The evolution and acceptance of Agency Theory has had a profound effect on
managerial accounting. The question here is that: can we use the accounting data in the
performance evaluation process? And can we use the concepts of capital markets as
important factors in determining the performance measurement value based on
accounting numbers used in evaluation and rewarding the executive directors? And to
what extent can we use the stock options for stimulating purposes according to the
"General Acceptable Accounting Principles" (GAAP) concerning option contracts, for
there is a direct relation between the use of stock and productivity options which is
related to estate and stock prices. The failure of the "Financial Accounting Standards
Bureau" (FASB) in the stock option compensation issue has raised questions concerning
its reliability and survival.

This research deals with the different points of performance evaluation standards
from the perspective of Agency Theory and concentrates on the project parameter No.
106 that is specific to the compensation on the bases of stock options and the
international parameter of IASB. It came to light that performance evaluation standards,
issued by the Ministry of Finance, are not applicable in practical life, and the proof is
that most public economical institutions suffer losses because of the lack of a
mechanism that determines the criteria of loss and gain which means the absence of
financial and non-financial standards. The researchers have concluded that the FASB
face major pressures from the American economical and political lobbies and from the
executive directors of the major companies. They also figured out why the Bureau has
succeeded in issuing multiple standards and has failed in issuing the standards of
compensation on the bases of stock options.

*Teacher - Accounting Department - Faculty Of Commerce- Tishreen University- And Al
Zaytoonha University Of Jordan.
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