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An Association between Income Smoothing, Income Tax
and Profitability Ratios in Karachi Stock Exchange:
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DS G (8 A 3655 168 (e iyl il (ROE) aslall
S Syl Caian &3 385 .(2007-2001) G Al 558l 0L 5]y 00
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(ROA and ROE) dayll duwis Jaa) dyya o dlind) el yiall
ADle 25as dubll ol (e ity Al dga Al e Aaglill il prialls
o)l Gy JAal) Ay Jaall aed dubie (n dilas) AV 3
1) ity 2(Mohammadi et al., 2012) 4wl 2 (3
The Effect of Cash Holding on Income Smoothing:
Olreb a4 A 4S50 73 e AasSe de o Auhall sdn i
Mg Al g Aoy LaliiaY) p A8 Jidadl (2010-2005) 5,580 s
Ll (o dyha A8le agag ) Auhall sda gl colal ady (Jaal)
Sanil) o Adliaa) V0 3 ADLe ang Y adls (JAal) e dulin g dpasilly
LRl deal Al (s pamilly Bl alay)

! Lugman, R. A., and Fakhar, S., (2012), An Association between Income Smoothing,
Income Tax and Profitability Ratios in Karachi Stock Exchange: an Empirical
Investigation, Interdisciplinary Journal of Contemporary Research in Business, Vol. 9,
No. 3, PP. (986-990).

2 Mohammadi, S., Maharlouie, M. M., and Mansouri, O., (2012, June), The Effect of Cash
Holding on Income Smoothing, Interdisciplinary Journal of Contemporary Research in
Business, Vol. 2, No. 4, PP. (523-532).
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Income Smoothing Practices Evidence from Banks
Operating in OECD Countries:
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aaal) la o Al coyglal a8y cgalai@¥) slaill daliia J5o A Allall
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haall Jaal e ) Cojlaal sda Talis cdylail) Al GV a Gppha
I lad) Jae ) bl clal L. elilaal) Jaall aea e S
Calide e g Ladlally Ldasatl) 2l e Gl adings dilaall 7 LY e

gaiall 3 gl

: Olsiny (Matsuura, 2008) du (5

The Relation between Real Earnings Management and
Accounting Earnings Management: Income Smoothing
Perspective:

z ¥ Blaly AaE # LY Bly) o AN laal ) Al sda césa
3l Pla 585k da)g 4 daaall Al GIOEDT Jaall el dualall
el lleal) (e il culiaail) e bl ciiS) a8 ((2007-2002)
)Y ety i€ AoV Ciliaiualy gl LY 5)3Y et S
Aggaal)l =LYl ayla) e A8 o Auhall sda ezt Alad) ~ LYl
2LV s o e dila ang LS Al ADle o duladl) 2 LY1 55,

Aglaall Z Y1 5)la) J8 st Jaal) aeal ddgal)

! Taktak. N. B., Shabou, A., and Dumontier, P., (2010, November), Income Smoothing
Practices: Evidence from Banks Operating in OECD Countries, International Journal of
Economics and Finance, Vol. 2, No. 4, PP. (140°-150).

2 Matsuura, S., (2008), The Relation between Real Earnings Management and Accounting
Earnings Management: Income Smoothing Perspective, Journal of International Business
Research, Vol. 7, No. 3, PP. (63-77).
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Analysis and Diagnosis of Income Smoothing in Spain:
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An Empirical Analysis of Income Smoothing Evidence
from Initial Public Offerings:
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! Alboronzo, B. G., and Alcarria, J. J., (2003), Analysis and Diagnosis of Income
Smoothing in Spain, European Accounting Review, Vol. 12, No. 3, PP. (443-463).

2 Lewis, C. M., and Chaney, P. K., (2001), An Empirical Analysis of Income Smoothing:
Evidence from Initial Public Offerings, Retrieved July 16, 2014 from ww.papers.ssrn.com
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(1994), Extraordinary Items and Income Smoothing: Appositive Accounting Approach,
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2 Ashari, N., Koh, H. C., Tan, S. L., and Wong, W. H., (1994), Factors Affecting Income
Smoothing among Listed Companies in Singapore, Accounting and Business Research,
Vol. 24, No. 96, PP.(291-301).
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! Fudenberg, D. and Tirole, J., (1995), A Theory of Income and Dividend Smoothing
Based on Incumbency Rents, Journal of Political Economy, Vol. 103, No. 1, PP. (75-93).

2 Rivard, R. J., Bland, E., and Hatfield, M., Gay B., (2003, November), Income Smoothing
Behavior of U.S. Banks under Revised International Capital Requirements, International
Advances in Economic Research, Vol. 9, No. 4, PP.. (288-294).

® Belkaoui, Ahmed-Riahi, (2004, February), Accounting Theory, London: Thomson
Publishing:, (5" ed).

* Acharya, V. V., and Lambrecht, B. M., (2012, January), A Theory of Income Smoothing
When Insiders Know more than Outsiders, Working Paper, National Bureau of Economics
Research.
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! Lambert, R. A., (1984), Income Smoothing as Rational Equilibrium Behavior, The
Accounting Review, Vol. LIX, No. 4, PP. (604-618).
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Income Smoothing, Journal of Accounting Research, Vol. 26, PP. (127-138).
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Examination on the Ethics of Managed Earnings, Retrieved June 24, 2014 from
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! Healy, P. M., (1985, April), The Effect of Bonus Schemes on Accounting Decision,
Journal of Accounting and Economics, Vol. 16, PP. (85-107).
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! Watts, R. L., and , Zimmerman, J. L., (1990), Positive Accounting Theory: A Ten Year
Perspective, The Accounting Review, Vol. 65, No. 1, PP. (131-156).

2Moses, O. D., (1987), Income Smoothing and Incentives: Empirical Tests Using
Accounting Changes, The Accounting Review, Vol. 62, No. 3, PP. (355-377).
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canil) Bale) U8 agle IS Laa J8 Ll pd)l) eiay Cum 4S50 g Liag) (e 2050
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! Fields, T., Lys, T., and Vincent, L., (2001), Empirical Research on Accounting Choice,
Journal of Accounting and Economics. Vol. 31, PP. (255-307).

2 \Watts, R. L., and Zimmerman J. L., (1990), op,cit. P. 142.

® El-Khouri, R., and Hmedat, W., (1992), The Effect of Earnings Variability on Capital
Structure: The Case of Jordanian Firms, Abhath Al-Yarmouk, Vol. 8, No. 3, PP. (49-64).
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2 Jaggi, B., and Picheng, L., (2002), Earnings Management Response to Debt Covenant
Violations and Debt Restructuring, Journal of Accounting, Auditing and Finance, Vol. 17,
No. 4, PP. (295-324).
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2 Moses, O. D., (1987), op,cit. P. 362.
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& Lalal) @l e 4l (Coppensa & Peek, 2005) s af i
Sl el st Sl el of ) Auhal) cuald S g el e ol

' Fern R. H., Brown, B., and Dickey, S. W., (1994), An Empirical Test of Politically-
Motivated Income Smoothing in The Oil Refining Industry, Journal of Applied Business
Research, Vol. 10, No. 1, PP. (92-99).

¢ aladdl HLaayl 31y lil s il yeall UV aS Allas Al (1990) ¢opanyl) ae | olo (Wl 2
erulaal) SLaa) e 300 9 lpall Y s Ak 13 o el ae el o s
.432& 66_1\:\” 22l ‘:%:\JJ:J\ s :\_\M Comad (e FPARN ‘D\Aﬂ\ :%:ﬂS cbbﬂ!} i 41:.4.[:.// Aol

*Porcano, T. M., (1997), An Analysis of Capital Gains Tax Induced Earnings
Management, International Advances in Economics Research, Vol. 97, PP. (395-409).
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! Coppensa, L., and Peek, E., (2005), An Analysis of Earnings Management by European
Private Firms, Journal of International Accounting, Auditing and Taxation, VVol. 14, No. 1,
PP. (1-17).

2 Adhikari, A., Derashid, C., and Zhang, H., (2005), Earnings Management to Influence
Tax Policy: Evidence from Large Malaysian Firms, Journal of International Financial
Management and Accounting. Vol. 16, No. 2, PP. (142-163).

3 pfeffer, J., and Salancik, G. R., (1980), Effects of Ownership and Performance on
Executive Tenure in U.S. Corporations, The Academy of Management Journal, Vol. 23,
No. 4, PP. (653-664).
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! Coles J. L., Hertzel, M., and Kalathy, S., (2006), Earning Management around Employee
Stock Option Reissues, Journal of Accounting and Economics, Vol. 41, PP. (173-200).
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! Healy, P., and Wahlen, J., (1999), A Review of The Earnings Management Literature and
its Implications for Standard Setting, Accounting Horizons, Vol. 13, PP. (365-383).

’Dye, R. A. (2004), Income Smoothing and Sophisticated Investor Performance,
Retrieved July 7, 2014 from www.papers.ssrn.com
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! Abarbanell, J., and Lehavy, R., (2003), Can Stock Recommendations Predict Earnings
Management and Analysts' Earnings Forecast Errors?, _Journal of Accounting Research,
Vol. 41, No. 1. PP. (1-31).

2 Dechow , P. M., and Skinner, D. J., (2000), Earning Managements: Reconciling and
Regulators, Accounting Horizons, Vol. 14, No. 2, PP. (235-250).

% Burgstaher, D., and Dichev, 1., (1997), Earning Management to Avoid Earning Decreases
and Losses, Journal of Accounting and Economics, Vol. 24, PP. (99-126).
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! Fudenberg, D. and Tirole, J., (1995), op.cit. P. 87.
2Murphy, K., and Zimmerman, J., (1993), Financial Performance Surrounding CEO
Turnover, Journal of Accounting and Economics, Vol. 16, No (1-3), PP. (273-315).
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The Role of Income Smoothing Policy in The Stability of

Companies in an Unstable Business Environment
(Field Study)

Supervised by: Prepared by:
Dr. Basel Asaad Khaled Waleed Aldweri

Abstract

This Study Aims to Identify the Role of Income Smoothing Policy in
the Stability of Companies that are Working in The Syrian Current
Business Environment. The study aims to display the most Important
motivations and Tools of The Income Smoothing Policy. To Achieve
the Aim of the Research, the Researcher Prepared a Questionnaire
Distributed to a Group of Syrian Companies Made Up of 31
Companies Operating in the Syrian Current Business Environment that
included Three Axes (Optional Accounting Changes, Control in the
Timing of Recognition of Income and Expenses and Reclassified
Income Statement ltems).

Research has Found that the Management of Syrian Companies is
Exercising the Income Smoothing Policy to Achieve Stability in the
Syrian Companies that are Working in an Unstable Business
Environment Through the Trade-off between the Optional Accounting
Changes, Control in the Timing of Recognition of Income and
Expenses and Reclassified Income Statement Items. The Researcher
Recommended the Necessity of educating The Users of Accounting
Information to the Importance of Income Smoothing Policy and The
Motivations of The Management in Practicing this Policy. In order not
to think of the Numbers of Financial Statements as Taken for Granted.
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