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Abstract

This study examines the effect of CEO’s conduct (CEO narcissistic
personality and CEO shares’ ownership) to engage in earning
management on a sample of listed companies in the Saudi Stock
Exchange (Tadawul) during the period from 2014-2017. The study also
examines the role of corporate governance mechanisms (Audit
Committee, Number of BOD Directors, Percentage of Non-executive
directors and CEO Double-standards) in restricting administrative self-
interested choices of thee CEOs leading to increasing the information
content of financial statements and reducing non-consistency of
information between the management and users of financial statements

as stakeholders in the company.

To achieve the objectives of the study, the researchers relied on
Miller’s way to measure practices of earning management. The rese-
archers also used a number of multiple regression models to investigate
the relationship between the CEO conduct and earning management as

well as the role of corporate governance in limiting such relationship.

The results suggested that there is a statistically significant positive
relationship between the CEO narcissistic personality and earning
management. Also, the results revealed that there is no significant re-
lationship between CEO ownership of shares and earning mana-gem-
ent. The findings also suggested that corporate governance mec-han-
isms reduced influence of CEOs having narcissistic personality on ea-

rning management. Since governance variations are applied as amen-
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ded variations in regression model, the relationship between the CEO
narcissistic personality and earning management changed from a
significant positive relationship to non-significant. This implies that
corporate governance mechanisms can restrict administrative self-
interested choices of CEOS in relation to earning management.

The results of the study highlighted the significance of corporate
governance due to its vital role in detecting financial and administrative
corruption. The results also show the importance of monitoring the
application of corporate governance mechanisms by listed companies.
The researchers recommended both auditors and researchers to perform
necessary exercising and professional care to detect such immoral
practices of executives in general.

Key words: Earning Management, CEO’s Conduct, Narcissism, Audit

Committee, CEO Double-standards, Corporate Governance.
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*. Correlation is significant at the 0.05 level (2-tailed).

**_Correlation is significant at the 0.01 level (2-tailed).
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Std. Error of the
Estimate

1 .459° 210 .146 2.27032
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A8 Al Ay ae 2SN

G lanil zigai dggina (N (Y/) 1) ady Joaa dasiall jlasidVl gzl o)lal LS
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Sl
a -
ANOVAY(Y/ +) o Js2a
Model Sum of Squares df Mean Square F Sig.
Regression 100.289 6 16.715 3.243 .007°
1 Residual 376.269 73 5.154
Total 476.558 79
a. Dependent Variable: zL,Y¥1 5,04
b. Predictors
a. Gl laaiy) zigal cBlalaa 3 (/Y ) ad) Jgaa
. - Standardized
Model Unstandardized Coefficients Coefficients ¢ Sig.
B Std. Error Beta
(Constant) -.796- 3.208 -.248- .805
A il .280 217 149 1.292 .201
ped 2l el 4SLe .967 725 151 1.334 .186
1 opdadnll peelmeVlne  -176- 138 -.156- -1.272- 207
5V (ulae pas 526 .255 .250 2.060 .043
AS 5l A e 3.641 1.727 .295 2.109 .038
A4S il ans -.704- 484 -.199- -1.454- .150

a. Dependent Variable

YVo



..... B Jo DSl Sl I e plid /5 (g Jeblom] dous Ol /3 g gr ol jguaie jls i

el gl ARl e culSHall AaS el Jaead) Hsall HLEAY il LidlS,

el ) LAY i) HaaB g 3sat Aol oginldl o LY 5l ghanl

p A saill e 2L s e cedanll paall il ae S daSsn LN
EM; =, B0+ B.CEOnarci+ B,CEOQowner;+ BsBodsizej+ psNED;+

Bs(CEOnarci* Bodsize;)+ Bs( CEOowner;* Bodsize;)+ B7(CEOnarc;* NED;)
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. Std. Error of the
Model R R Square Adjusted R Square Estimate

1 4732 224 A11 2.31579
eliac ) e *hua il 3 laY) adas paa, il pe eliac¥) axe | gl cponaall 48 Laua silla, Predictors: (Constant),
Jomail) pe eliacWhsacFagu o paall ASle 510V alae ana ¥ gl G paall ASLe 5 )aY) (e ana® dgua i) | o) e
AS)..IJ\ :\_p}_\u ,KS)JJ‘ f‘»

gasall 508 o Cadl (uad ) (V/V)Y) o) dsaadl B apaldal) il e iy
Laa ¢fYY (U %Y e R® sl 28 el clyuial) Jlaal saally sl e
oo AT e il siag e Sl sy Jasi (IGE AaSsa Sl of ) ey
Ll i e Allal) 3158l dlae) e sapal) Coagll (3t aae dagy Sy 5)ly) (8
(Y1) o) Jsaall (e gy LS el L) 3S5ally 3580 el e Allacy (Bauay yusd
J8 Bl gl dygina e misaill dggina Crazaddl olj laay) mig e dggina

(F=1.986), (P value=.048) s aelall o paiall JIA)

ANOVA®(Y/1Y) ad) Jsaa

Model Sum of Squares df Mean Square F Sig.
Regression 106.519 10 10.652 1.986 .048°
1 Residual 370.039 69 5.363
Total 476.558 79

a. Dependent Variable: zLY! 33l

b. Predictors
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8. ALY )iyl giged cdlalaa :(¥/11) o) Jsia

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) 6.860 9.149 .750 456
A il -.682- 2.068 -.362- -.330- 742
sl ) ASle s
y -3.834- 7.673 -.597- -.500- .619
Al
Ol e elacl)axe .034 .593 .030 .057 .955
510 Gulas ana -.406- 1.019 -.193- -.399- .691
& eliacY) aac *iua yill
OF enaedl el 0gs- 122 -253-  -534- 595
1 o
ey * 4 )
o e 144 234 807 617 539
e ¥agu ¢ all 48k
il e slacYl -.069- 479 -.076- -.145- .885
Lol .546 914 791 .598 552
A8l A 02 3.418 1.824 277 1.874 .065
A, ana -718- 503 -.203- -1.428- 158

a. Dependent Variable
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