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A Proposed Accounting Model for Measuring the Company's Life
Cycle and Testing its Effectiveness Through Its Impact on the
Relationship between Accounting Fraud and Information
Asymmetry: An Applied Study on Companies Listed on the
Egyptian Stock Exchange

Abstract

For any company, going through several stages during its life cycle is a
common feature of its running with bearing in mind that each stage has its
own distinct characteristics which in turn affect its accounting policies.
Therefore, many researchers have attempted proposing models for
measuring the company's life cycle. Unfortunately, the evaluation of these
models has revealed that they are almost based on the unrealistic assumption
that the company moves regularly and firmly throughout its life cycle. A
group of models are also found relying on the indicators of the company’s
cash flow which can be easily influenced and, thus, negatively affect the
accuracy of measuring the company's current stage when using these flows
to measure its life cycle. Consequently, these models have become subjects
for criticism which diminishes their effectiveness in measuring the
company's life cycle. In an attempt to overcome such obstacles, the present
study aims to present a proposed accounting model for measuring the
company's life cycle and testing its effectiveness by comparing its impact
with that of other models used to measure the relationship between
accounting fraud and information asymmetry. This research conducts an
applied study on companies listed on the Egyptian Stock Exchange in the
EGX 100 index during the period from 2021 to 2024. The study has
concluded that the proposed accounting model for measuring the company's
life cycle is more effective than the other models due to its impact on the
relationship between accounting fraud and information asymmetry.

Keywords: company's life cycle, accounting fraud, information asymmetry.
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