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ABSTRACT 

Upper echelons in an organization such as chief financial officers (CFOs) have been 

implicated in corporate fraudulent earnings management. Their narcissistic traits have also 

been linked with unethical accounting practices while little is known on the moderating effect 

of corporate governance quality on this relationship. Hence, this study investigated the 

moderating effect of corporate governance quality on the relationship between CFOs' 

narcissistic trait and earnings management in troubled, non-listed companies in Nigeria. The 

primary data for the study was obtained from the survey of 80 non-listed companies indebted 

to the Asset Management Corporation of Nigeria (AMCON). The survey involved the 

distribution of copies of a structured questionnaire to two hundred and forty (240) CFOs and 

other financial officers in the sampled companies. Two hundred and four (204) copies of the 

questionnaire, which represents a response rate of 85%, were found suitable for data analysis. 

Descriptive statistics involves the computation of means and standard deviations. Moderated 

regression analysis was employed to test the hypothesis of the study. Our findings revealed 

high CFOs' narcissism (Mean = 3.6961, SD = 1.03428, Min = 1, Max = 5), upward earnings 

management (Mean = 3.8137, SD = 1.00472, Min = 1, Max = 5) and moderate corporate 

governance quality (Mean = 3.2353, SD = 1.25299, Min = 1, Max = 5). The study also revealed 

a significant positive relationship between earnings management and CFOs' narcissistic trait 

(beta = 0.636, t-value = 21.628, P<.05, Sig. = 0.000). A significant negative relationship was 

observed between corporate governance quality and earnings management (beta = -.360, t-

value = -12.251, P<0.05, Sig. = 0.000). However, further finding revealed that corporate 

governance quality has a significant moderating effect on the relationship between CFOs' 

narcissistic trait and corporate earnings management (beta = 0.145, t-value = 9.582, P<0.05, 

Sig. = 0.000). The policy implications of these outcomes include the need to strengthen 

corporate governance quality in non-listed companies in Nigeria. Consequently, the study 

recommends sensitization of the stakeholders of non-listed companies in Nigeria on the 

implementation of the Nigerian Code of Corporate Governance 2018 to reduce unethical 

accounting practices and promote corporate financial reporting quality in the country. 

Keywords: Corporate Governance Quality; Earnings Management; Narcissistic Trait; Non-

listed Companies. 
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Earnings management can be described as the use of discretion by managers to structure 

financial transactions and alter accounting information to mislead the users of financial 

statements. Although, earnings management can be positive, neutral or harmful, its harmful 

effect has been manifesting in corporate accounting scandals at an alarming rate. Upper 

echelons' characteristics including narcissistic traits have been linked with corporate earnings 

management (Plockinger et al., 2016). Actually, behind every corporate accounting scandal, 

top executives such as chief executive officers (CEOs) and Chief Financial Officers (CFOs) 

have been implicated. The CFO of Enron was alleged of creating the off-balance-sheet 

companies explored to hide the losses of the company before it collapsed in 2001. Between 

1999 and 2002, the CFO, Controller and Director of General Accounting of Worldcom were 

implicated in using fraudulent accounting methods to hide the company's poor performance 

before the corporate collapse. In 2002, the CEO and CFO were also implicated in 150 million 

dollar fraud in Tyco, Inc. which was perpetrated through aggressive acquisitions over several 

years. Also, Peregrine Systems scandal involving overstatement of revenues by 250 million 

dollars was also traced to unethical accounting practices of the CFO and the CEO in 2003. In 

Nigeria, the managing director and the financial director of Cadbury Nigeria Plc. were 

implicated in 13 billion naira overstatement of assets scandal in 2006 (Chukwunedu & Okafor, 

2011). Similarly, the managing director and the financial director of Evan Medical Plc. in 

Nigeria were also implicated in 549.9 million naira exceptional item scandal in 2008. These 

corporate scandals have made the relationship between the attributes of these top executives 

and corporate earnings management a topical issue in financial accounting research. 

However, research attention has been focused on corporate governance mechanisms as 

potent measures to constrain earnings management in quoted companies (Abbadi et al., 2016; 

Obigbemi et al., 2016a; Obigbemi et al., 2016b; Ojeka et al., 2015; Uwuigbe et al., 2014; 

Waweru & Riro, 2013) while less attention has been paid to non-listed companies. In 

developing economies, private companies are usually higher in number than public companies. 

Private companies may also engage in earnings management more than public companies 

because they are less monitored by regulatory bodies. Therefore, there is a need for researchers 

in developing economies to pay more attention to corporate financial reporting practices of the 

top executives in non-listed companies to minimize unethical accounting practices, such as 

fraudulent earnings management. 

In Nigeria, non-listed companies appear to be the worst corporate debtors at the 

moment. This assertion can be premised on the significance of non-listed companies on the list 

of chronic debtors of Asset Management Corporation of Nigeria (AMCON). It could be 

recalled that AMCON was set up in 2010, with a ten-year mandate, to handle the banking 

sector's non-performing loans. Since then, AMCON has taken over a series of such loans while 

the defaulters have become AMCON debtors. Out of the list of 100 chronic debtors with a debt 

of 2 billion naira and above, 98 are non-listed companies and are described as troubled 

companies in this study (AMCON, 2016; AMCON, 2018). These non-listed companies might 

have manipulated reported earnings upon which the loan creditors might have relied upon. As 

of December 2016, the AMCON loan outstanding balance in respect of the 100 chronic 

AMCON debtors stood at N953.43 billion naira (AMCON, 2016), which is sufficient to start 

38 deposit money banks (DMBs) in Nigeria at the rate of 25 billion naira capital base. If 

AMCON is unable to recover these loans by the end of the year 2020 when its mandate expires 

or at the end of its extended life span, in case it gets an extension, the non-performing loans 

may be transferred to the DMBs as bad loans which may create a tension in the financial 

system. Consequently, this study investigated the moderating effect of corporate governance 
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quality on the relationship between upper echelons characteristics and earnings management 

in troubled, non-listed companies in Nigeria. 

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

Upper echelons characteristics identified by Finkelstein et al. (2009) and Hambrick and 

Finkelstein (1987) include upper echelons' psychological characteristics and behavioural 

variables. Dutzi and Rausch (2016) advanced that to have a better understanding of earnings 

management behaviour in a troubled company, psychological factors such as the personality 

trait of the top management should be considered. A typical personality trait in Psychology is 

a narcissistic trait. The influence of upper echelons' narcissistic trait has been extended to 

earnings management studies in developed economies (Duchon & Drake, 2009). Such studies 

have not been given much attention in developing economies and thus serve as a motivation 

for this study. 

Moreover, the role of corporate governance in curtailing the top executive's unethical 

practices cannot be over-emphasized. Research attention has been focused on corporate 

governance as a potent measure to constrain earnings management in quoted companies 

(Abbadi et al., 2016; Waweru & Riro, 2013). However, a few empirical studies have examined 

the moderating effect of the board of directors' demographic characteristics (Tantri & Sholihin, 

2012), ownership structure (Idris et al., 2017), corporate governance attributes (Bayk & 

Ramezanahmadi, 2016; Nekhili et al., 2016) on earnings management. Specifically, Tantri and 

Sholihin (2012) revealed that the negative relationship between corporate governance and 

earnings management is moderated by demographic variables of the board members. In a 

related study, Idris et al. (2017) revealed that the negative relationship between board 

independence and earnings management became weaker in the presence of family ownership 

control. Moreover, Nekhili et al. (2016) revealed that corporate governance mechanisms have 

a significant moderating effect on earnings management. Also, Bayk and Ramezanahmadi 

(2016) revealed that corporate governance variables increase conservatism and reduce the 

company's earnings manipulation. However, a gap to be filled in this study is that the body of 

literature reviewed revealed that the moderating effect of corporate governance on the 

relationship between CFOs' narcissistic trait and earnings management has not been examined. 

Generally, narcissism refers to the exaggerated feelings about oneself. However, 

Amernic and Craig 2010, Domino et al. (2015) and Harrison et al. (2016), theoretically 

proposed that narcissistic managers could use accounting measures to gain the confidence of 

important stakeholders such as investors and creditors. Specifically, narcissistic managers want 

to be seen as performing better than their contemporaries in the industry; which will qualify 

them for a raise in compensation (Hayward & Hambrick 1997). Besides, against the interest of 

other stakeholders but for the sake of extreme love for oneself, narcissistic managers might 

indulge in earnings management to protect their jobs (McManus, 2016; Harris & Bromiley 

2007). Although, studies have linked CEOs’ narcissism with earnings management (Alex et 

al., 2015; Buchholz et al., 2019; Olsen et al., 2014) contrarily, Ham et al. (2014) revealed that 

CFO narcissism predicts accruals and real earnings management while CEO narcissism does 

not. Taleatu et al. (2020) also associated a significant upward earnings management with 

CFOs’ narcissistic trait. Consequent upon these mixed results, more studies on this research 

area should be of interest to researchers. Moreover, Buchholz et al. (2019), Collier and Roberts 

(2001) and Duchon and Drake (2009) posited that corporate governance might be ineffective 

in constraining the harmful effects of CEOs’ narcissism such as fraudulent earnings 

management, similar stance might not hold in the context of the CFOs because they might not 
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be able to substantially influence the corporate governance mechanisms the way the CEOs 

could. Therefore, the following hypothesis was formulated for this study: 

H1 Hypothesis: Corporate governance quality has significant moderating effect on the relationship between 

CFOs’ narcissistic trait and earnings management in troubled, non-listed companies in Nigeria. 

RESEARCH METHODOLOGY 

The study adopted a descriptive research design and survey methodology. The 

population of the study consists of 98 non-listed companies described as chronic AMCON 

debtors. By exploring Yamane (1967) sampling size formula, a sample size of 79 non-listed 

companies was derived. However, 80 non-listed companies (Appendix I) were finally sampled 

to further enhance sufficient representation. The computation of the sample size is as shown 

below: 

𝑛 =
𝑁

1 + 𝑁𝑒2
 

Where: n = Sample Size; N = Study Population; e = Significant Level 

𝑛 =
98

1+(98×0.05)2
 = 79 Companies  

Subsequently, a stratified sampling technique was adopted to obtain a proportional 

sample across all the sectors of the economy. This was followed by a simple random sampling 

technique by balloting to select samples from each sector. Primary data were collected by 

administering copies of a structured questionnaire (Appendix II) to the CFOs and two other 

Financial Officers in each of the selected companies. CFOs' narcissistic trait was captured by 

adapting the questionnaire survey instrument used in the study of Jones and Paulhus (2014) in 

which the attributes of narcissistic managers were presented on a 5-point Likert scale. 

Similarly, the questionnaire survey instrument in the study of King (2015) was adapted to 

measure the corporate changes in accounting methods and real earnings management on a 5-

point Likert scale. Corporate governance quality index was self-developed from the provisions 

of the 2011 Nigerian SEC Code of Corporate Governance for Public Companies (Security and 

Exchange Commission, 2011).  The index was computed by exploring the 5-point Likert scale 

to score the corporate governance attributes that may constraint the earnings management 

behaviour of the CFOs. Exploratory factor analysis (EFA) was employed (Comrey & Lee, 

1992) to ascertain the constructs validity of the research instrument (Appendix III). To reduce 

bias, reverse coding was explored when constructing the questionnaire. The model of the study 

is presented as follows:   

𝐸𝑀𝐶𝐴𝑀,𝑅𝐸𝑀 = 𝛼0 + 𝛼1𝑁𝑇𝑅 + 𝛼2𝐶𝐺𝑄 + 𝛼3𝑁𝑇𝑅_𝐶𝐺𝑄 + 𝜀 

Where: EM, CAM, REM, NTR, and CGQ represent earnings management, changes in 

accounting methods, real earnings management, CFOs' narcissistic trait and perceived 

corporate governance quality while NTR_CGQ represents the moderating effects of corporate 

governance quality; α0 is a constant and α1 – α3 depict regression coefficients. The moderating 

effect of corporate governance quality on the relationship between CFOs' narcissistic trait and 

earnings management was tested with moderated regression analysis (MRA) which is one of 

the dominant statistical tools that can be explored to predict the moderating effects of an 
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external variable on the relationship between predictor and outcome variables (Hartmann & 

Moers, 2003). The data also passed constructs normality test (Appendix IV) which allows for 

the use of regression analysis (Chen, 2014). 

RESEARCH ANALYSIS AND FINDINGS 

Descriptive Statistics 

Table 1 presents the descriptive statistics which shows that narcissistic trait has a mean 

score of 3.70, suggesting that the respondents exhibit strong narcissistic trait. Corporate 

governance quality has a mean score of 3.23 which suggests that the sampled companies have 

a moderate corporate governance structure. Corporate changes in accounting methods and 

corporate real earnings management have mean scores of 3.71 and 3.91 respectively. These 

findings suggest that the CFOs of the sampled companies have a high possibility of changing 

accounting methods to manage earnings and a high chance of engaging in real earnings 

management which crystalizes into a high tendency of engaging in corporate earnings 

management (Mean = 3.81). 

Demographics of Participants 

The sample for this study consisted of 204 CFOs, 40.7% of these respondents are below 

36 years (young CFOs); 21.6% are within the age bracket of 36-49 years; while 37.7% are 50 

years and above (matured CFOs). Hence, the respondents are fairly represented in the study 

(Young CFOs: Middle-Aged CFOs: Matured CFOs = 2: 1: 2). Across the gender divide, 55.9% 

of the respondents are male while 44.1% are female. This result indicates that the study is 

gender sensitive (Male CFOs: Female CFOs = 4:3). 

TABLE 1 

DESCRIPTIVE STATISTICS 

 N Minimum Maximum Mean Std. Deviation 

EM 204 1.00 5.00 3.8137 1.00472 

CAM 204 1.00 5.00 3.7108 1.16589 

REM 204 1.00 5.00 3.9167 .91937 

NTR 204 1.00 5.00 3.6961 1.03428 

CGQ 204 1.00 5.00 3.2353 1.25299 

Valid N (listwise) 204     

Source: Field Survey (2019) 

Hypothesis Testing 

Table 2 contains the model summary and reveals that the model of this study explains 

95.4% of the variation in earnings management. The moderating effect of corporate governance 
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quality accounts for a significant increase in R2 at p<.05 (R2 Change = 0.954, F Change = 

1,393.231, Sig. F Change = 0.000). 

 

 

TABLE 2 

MODEL SUMMARY 

Model R R Square Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

R2 Change F Change df1 df2 Sig. F Change 

1 .977a .954 .954 .21631 .954 1393.231 3 200 .000 

a Predictors: (Constant), CGQ*NTR, CGQ, NTR 

Source: Field Survey (2019) 

The model of the study is also significant with an F value of 1,393.231 at p < 0.05, Sig. 

= 0.000 (Table 3). The large F value suggests that the model has good predictive power (Field, 

2000). 

TABLE 3 

ANOVAa 

Model Sum of Squares Df Mean Square F Sig. 

1 

Regression 195.564 3 65.188 1393.231 .000b 

Residual 9.358 200 .047   

Total 204.922 203    

a. Dependent Variable: EM; b. Predictors: (Constant), CGQ*NTR, CGQ, NTR 

Source: Field Survey (2019) 

Variance inflation factor (VIF) and tolerance value were used to examine the level of 

multicollinearity between the explanatory and the moderating variables. To deal with this 

problem, the study adopted a variable centering approach involving transformation of the 

variables by subtracting the sample mean from each observation (mean deviations) prior to 

computing the product terms (Fairchild & MacKinnon, 2009). The VIF and tolerance values 

obtained were less than 10 (Belsely, 1991; Field, 2000) and greater than 0.2 (Mernard, 1993) 

respectively (Table 4). Therefore, the outcomes of the moderated regression analysis can be 

interpreted with a higher degree of confidence. The regression coefficients (Table 4) revealed 

a significant positive relationship between earnings management and CFOs' narcissistic trait 

(beta = 0.636, t-value = 21.628, P<.05, Sig. = 0.000). A significant negative relationship was 

also observed between corporate governance quality and earnings management (beta= -0.360, 

t-value = -12.251, P<0.05, Sig. = 0.000). The moderating variable, corporate governance 

quality, has a significant moderating effect on the relationship between CFOs' narcissistic trait 

and earnings management (beta = 0.145, t-value = 9.582, P<0.05, Sig. = 0.000). These 

outcomes imply that enhanced corporate governance quality can reduce earnings management 

tendencies of narcissistic CFOs. Therefore, the result of this study is a positive confirmation of 
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our hypothesis that corporate governance quality has a significant moderating effect on the 

relationship between CFOs' narcissistic trait and earnings management in troubled, non-listed 

companies in Nigeria. 

TABLE 4 

REGRESSION COEFFICIENTSa 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. Collinearity Statistics 

B Std. Error Beta Tolerance VIF 

1 

(Constant) 3.952 0.021  189.446 0.000   

NTR 0.618 0.029 0.636 21.628 0.000 0.264 3.789 

CGQ -0.289 0.024 -0.360 -12.251 0.000 0.264 3.784 

CGQ*NTR 0.125 0.013 0.145 9.582 0.000 0.993 1.007 

a. Dependent Variable: EM 

Source: Field Survey (2019) 

DISCUSSION 

The outcome of this study aligns with Nekhili et al. (2016) which reveals a significant 

moderating effect of corporate governance mechanisms on earnings management. The study 

of Bayk and Ramezanahmadi (2016) also provides additional evidence that corporate 

governance variables increase conservatism and reduce the company's earnings manipulation. 

The study of Tantri and Sholihin (2012) gives further support by recording the significant 

moderating effect of board member's characteristics on the interaction between corporate 

governance and earnings management. Contrarily, the studies of Utomo et al. (2018) and Al-

Matari et al. (2014) that document the non-significant moderating effect of audit committees 

and board diversity on earnings management do not support the outcomes of our study. Also, 

the outcome of our study did not agree with the assertion of Buchholz et al. (2019), Collier and 

Roberts 2001 and Duchon and Drake (2009) that corporate governance might be ineffective in 

constraining the harmful effects of organizational narcissism. The position of these previous 

studies may be valid when viewed from the CEOs’ perspective due to the overbearing influence 

of the CEOs on the other top management team’s members in the organization. However, the 

CFOs do not have such pervasive domineering tendency and may not be able to exercise such 

powers that can circumvent a strong corporate governance structure. 

CONCLUSIONS 

Upward corporate earnings management and high display of narcissistic traits among 

the CFOs that participated in this study were documented. Although moderate corporate 

governance quality was observed, it exerts a significant moderating effect on the corporate 

earnings management behaviour of narcissistic CFOs unlike Buchholz et al. (2019), Collier 

and Roberts 2001 and Duchon and Drake (2009) which posited that corporate governance 

might be ineffective in constraining the harmful effects of CEOs’ narcissism. Hence, it was 

concluded that corporate governance quality can effectively moderate the relationship between 
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CFOs' narcissistic trait and earnings management in troubled, non-listed companies in Nigeria. 

The policy implications of these outcomes include conduction of personality traits test for the 

applicants to be considered for the post of CFO and the need to strengthen corporate 

governance quality in non-listed companies in Nigeria. Consequently, the study recommends 

the sensitization of the stakeholders of non-listed companies on the implementation of the 

Nigerian Code of Corporate Governance 2018 to promote corporate financial reporting quality 

in the country. Future studies may consider Machiavellian and psychopathic traits (the 

remaining components of the dark triad traits) as well as the other corporate governance 

variables that were not explored in this study while computing the corporate governance quality 

index. 
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APPENDIX I  

LIST OF SAMPLED COMPANIES 

Alminnur Resources Limited Abasa Nigeria Enteprises Ltd. Brila Energy Limited 

Ofada Veetee Rice Ltd Lawal Obelawo Plastic Ind. Inter. Oilfield Services Ltd 

Zarm Poultry and Feedmills Pokat Nigeria Limited Grand Petro - Chemical Co. 

Global Haulage Resources Tradjek Nigeria Limited Sarki Surajo Petroleum Ltd. 

Jag Global Resources Gateway Portland Cement Sunshine Oil and Chem. Dev. 

Ayokunle Farms & Ind. Ltd Gramet Group Crystal Dynamics Energy Ltd 

Osigwe Foods & Agro Ind Dwc Drilling Limited Nimex Petroleum Limited 

Tuns Farms Nig Ltd. Charlesco (WA) Ltd. Nacoil International Limited 

Workson Int. Ltd. Street Fleet Inv. Ltd. Capital Oil & Gas Ind. Ltd. 

Global Formwork Nig.Ltd. Resort International Limited Tanzila Petroleum Ltd 

Hosanna Properties Ltd. Aframan Enterprises Nig. Ltd. Extra Oil Limited 

Roygate Properties Genprogetti Nig. Ltd. Beracah Lubrications Nig. Ltd 

Woobs Resources Limited Eres N V (Nig ) Ltd Petroleum Brokers Limited 

Robo Michael Limited Integrated Dev. & Inv. Afrijet Airlines Limited 

Rangk Ltd Cinca Nigeria Limited Mofas Shipping Line, Nig. Ltd 

Sharon Properties Ltd. Centage Savings & Loans Ltd Victoria Continental Inter. 

Index Dev. Company Ltd. Reliance Telecom Ltd. Timbuktu Media Limited 

Claremount Management Ltd. Avian Specfrontage Comm. Ajoke Stores Limited 

Venus Construction Company Sammy Beth Interbiz Limited Somerset Energy Services Ltd 

Covenant Apartment Compl. Cityscape International Ltd Continental Aviation Services 

Kroggar Investments Ltd. VIVA wireless Ltd. Al-Kahf Motorcycle Company 

Ena-Bell Limited Lorna Global Resources Ltd. Timbuktu Media Limited 

Limkers Nigeria Limited Ziklagsis Network Ltd Resort International Ltd 

Home Trust Savings Shoreline Power Company Suru World Wide Ventures 
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Lexacap Partners Suffolk Petroleum Hotel De Island 

Anyiam Osigwe Ltd Seawolf Oilfield Services Geedee Zulu Investment Co. 

Arcturus Merchant Trust Ltd Goldust Investment Co. Ltd.  

Source: AMCON (2016); Bloomberg website; Official websites of the Sampled Companies 

 

Appendix II 

Questionnaire 

                                                                                                                                        SA  A  U  D  SD 

Narcissistic Trait (NTR)                                                      

NTR1 I like to be the center of attention.  

NTR2 I don’t like having authority over people. ®  

NTR3 I insist upon getting the respect that is due to me.  

NTR4 Everybody does not like to hear my stories. ®  

NTR5 I am certainly going to be a great person.  

Corporate Governance Quality (CGQ) 

CGQ1 Separation of the roles of board chairman and managing director  

CGQ2 Executive and non-executive directors balance on the board of directors.  

CGQ3 Gender imbalance on the board of directors. ®  

CGQ4 Presence of financial experts on the board of directors  

CGQ5 Independent Audit Committee  

CGQ6 Irregular board meeting ®  

CGQ7 Functional Corporate Governance Committee  

Change in Accounting Methods (CAM) 

CAM1 Non-modification of  bad debt expense projections ®  

CAM2 Adjust obsolescence estimates for inventories  

CAM3 Alter assets depreciation policy  

CAM4 Refine impairment measurement policy  

CAM5 Non-changing of  estimates for deferred tax ®  

CAM6 Modify valuation of retirement plan liabilities  
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CAM7 Change property, plant and equipment valuation model  

CAM8 Change financial assets valuation model  

CAM9 Use of constant goodwill valuation model ®  

CAM10 Change software cost valuation model  

Real Earnings Management (REM) 

REM1 Ease payment terms so that customers can buy more products or services  

REM2 Offer price discount to attract more sales  

REM3 Non-alteration of  maintenance expenditures ®  

REM4 Cut research and development expenditures  

REM5 Cut advertising expenditures  

REM6 Cut employees training budget  

REM7 Non-alteration of  travel and entertainment budget ®  

REM8 Postpone new project  

REM9 Increase production to lower cost of goods produced  

REM10 Non-disposal of  old non-current assets ®  

Note: ® - Reverse coding; Source: Field Survey (2019) 

 

APPENDIX III 

EXPLORATORY FACTOR ANALYSIS OUTPUT 

Narcissistic Trait (NTR) 

NT1 I like to be the center of attention. 0.71 

NT2 I don’t like having authority over people. ® 0.74 

NT3 I insist upon getting the respect that is due to me. 0.77 

NT4 Everybody does not like to hear my stories. ® 0.75 

NT5 I am certainly going to be a great person. 0.70 

Corporate Governance Quality (CGQ) 

CGQ1 Separation of the roles of board chairman and managing director 0.76  

CGQ2 Executive and non-executive directors balance on the board of directors. 0.71  

CGQ3 Gender imbalance on the board of directors. ® 0.70  
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CGQ4 Presence of financial experts on the board of directors 0.70  

CGQ5 Independent Audit Committee 0.75  

CGQ6 Irregular board meeting ® 0.73 

CGQ7 Functional Corporate Governance Committee 0.69 

Change in Accounting Methods (CAM) 

CAM1 Non-modification of  bad debt expense projections ® 0.81 

CAM2 Adjust obsolescence estimates for inventories 0.71  

CAM3 Alter assets depreciation policy 0.77  

CAM4 Refine impairment measurement policy 0.68  

CAM5 Non-changing of  estimates for deferred tax ® 0.70  

CAM6 Modify valuation of retirement plan liabilities 0.67 

CAM7 Change property, plant and equipment valuation model 0.72 

CAM8 Change financial assets valuation model 0.74 

CAM9 Use of constant goodwill valuation model ® 0.70 

CAM10 Change software cost valuation model 0.66 

Real Earnings Management (REM) 

REM1 Ease payment terms so that customers can buy more products or services 0.68  

REM2 Offer price discount to attract more sales 0.73  

REM3 Non-alteration of  maintenance expenditures ® 0.78  

REM4 Cut research and development expenditures 0.67  

REM5 Cut advertising expenditures 0.70  

REM6 Cut employees training budget 0.74 

REM7 Non-alteration of  travel and entertainment budget ® 0.72 

REM8 Postpone new project 0.74 

REM9 Increase production to lower cost of goods produced 0.75 

REM10 Non-disposal of  old non-current assets ® 0.73 

Decision Criteria: Excellent: ≥ 0.71; V. Good: ≥ 0.63; Good: ≥ 0.55, Reasonable: ≥ 0.45; Poor. ≤ 0.32 

(Comrey & Lee, 1992); Note: ® - Reverse coding; Source: Field Survey (2019) 
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APPENDIX IV 

CONSTRUCTS NORMALITY TEST 

Variables N Skewness Standard 

Error of 

Skewness 

Kurtosis Standard 

Error of 

Kurtosis Valid Missing 

Dependent:       

CAM 204 0 -0.212 0.180 1.024 0.157 

REM 204 0 -0.223 0.180 1.027 0.157 

Independent: NTR 204 0 0.178 0.180 1.095 0.157 

Moderator: CGQ 204 0 0.198 0.180 1.098 0.157 

Decision Criteria: The data passed normality test if the skewness ≤ 2 and kurtosis ≤ 7 (Chen, 2014) 

Source: Field Survey (2019) 


