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What is this Study About? 

This research identifies individual traits of managers that correlate with their perception of 
ambiguity in accounting standards and explores how these perceptions influence their decision-
making, specifically regarding earnings management. The researchers examined traits like 
narcissism, impulsivity, and abstract thinking to understand how they individually and 
interactively affect managers' interpretations of accounting rules. Through examining the role of 
these traits, the researchers shed light on the psychological underpinnings of how managers 
might exploit ambiguity in accounting standards to their advantage. 

What are the major findings of the study? 

Higher levels of narcissism, impulsivity, and abstract thinking significantly contribute to 
managers' perceptions of accounting standards as ambiguous. The researchers also uncovered 
that impulsivity interacts with both abstract thinking and narcissism to shape these perceptions. 
Importantly, perceived ambiguity was found to mediate the relationship between these traits and 
the likelihood of engaging in self-serving earnings management decisions. This suggests that 
the way managers perceive rules ambiguity can lead to biased decision-making practices, 
potentially affecting the integrity of financial reporting. 

Why is the study important? 

By identifying specific traits that influence how managers perceive and respond to accounting 
standards, the researchers’ findings contribute to a deeper understanding of the factors behind 
earnings management behaviors. They highlight the importance of considering individual 
differences in addressing and potentially mitigating unethical financial reporting practices. 
Furthermore, they offer insights that could inform the development of more effective 
governance and oversight mechanisms aimed at minimizing the exploitation of accounting 
standards ambiguity, thus enhancing the reliability and transparency of financial reporting. 
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