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Abstract:

This research aims to study and analyze the impact of income smoothing
behavior on firm value. Throughout applying on Egyptian case during a
foggy economic period 2015-2020. By analyzing a financial data for 206
companies that listed on the Egyptian exchange. This research derives its
importance from a providing multiple modeling to measure and evaluate
behavior of income smoothing. The research relied on both inductive and
deductive approach, where the inductive method was relied on deriving
and developing hypotheses, while the deductive method was used to test
these hypotheses. Empirical evidence included three models to measure
and evaluate behavior of income smoothing. The first one is Eckel’s
model, it is the most widely accepted model in the field of measuring and
evaluating the behavior of income smoothing, while the second and third
models are represented in two forms of models which are suggested by
Imhoff. The first model of Imhoff relies on analyzing of time series, while
the second model relies on formulating regression function to the impact
of sales on earnings. Eckel’s model divided the 1236 analytical cases into:
cases are free from smoothing practices of 75%, cases are non-free from
smoothing practices of 22%, and cases are neutral of 3%. The first form of
Imhoff model divided the 1236 analytical cases into: cases are free from
smoothing practices of 71%, and cases are non-free from smoothing
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practices of 29%. The second form of Imhoff model divided the 1236
analytical cases into: Cases are free from smoothing practices of 40%, and
cases are non-free from smoothing practices of 60%. Therefore, Imhoff’s
model in second form was more strict compared to the other two models.
On the level of the impact of smoothing practices on the market value, no
significant model was found either through Eckel’s Model or first form of
Imhoff’s model, while a significant model was found by second form of
Imhoff’s model, with an explanatory power of 4.4%, this percentage is
good on the field of market studies based on accounting. The researcher
recommended that more reliance on multiple models when studying and
analyzing the behavior of income smoothing. The research presents many
prospects for future researches, including the development of models for
measuring and evaluating behavior of income smoothing so that they are
not limited to sales as a key driver for earnings, but must be extended to
include structure of costing. The main contribution of this research is to
provide a methodology based on the comparative approach between a set
of models related to income smoothing practices, and in a way that enables
more objective assessments to be achieved.

Keywords:

Foggy Economic Periods, Income Smoothing Behavior, Eckel’s Model,
Imhoff’s Model.
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