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Abstract:

The objective of this study was to examine the impact of managerial narcissism on earnings quality, taking into account the moderating
role of corporate governance in companies listed on the Iraq Stock Exchange. Two methods—document analysis and library research—
were used to collect information and data. The library research method was employed for preliminary studies and to develop the
theoretical framework and literature review by referring to books, journals, theses, and articles. Document analysis was used to gather
data for testing the research hypotheses by accessing the Central Bank of Iraq, audited financial statements of companies listed on the
Baghdad Stock Exchange, and the website of the Iraq Stock Exchange. The statistical population of this study included all companies listed
on the Baghdad Stock Exchange during the period from 2016 to 2021. A systematic elimination method was used for sampling. To analyze
the data and test the hypotheses, multiple regression analysis was applied using EViews software. The results of the first hypothesis test at
a 5% error level showed that managerial narcissism has a significant effect on earnings persistence. An increase in managerial narcissism
in Iragi companies can lead to a decline in earnings quality. The results of the second hypothesis test at the 5% error level revealed that
CEO narcissism does not have a significant effect on corporate governance; therefore, the second hypothesis is rejected. Furthermore, the
results of the third hypothesis test indicate that corporate governance negatively moderates the relationship between CEO narcissism and
corporate earnings quality. Corporate governance is an independent assurance activity designed to add value and improve organizational
operations and can act as a driver of corporate earnings quality.
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Extended Abstract

Introduction

In recent decades, the personality traits of managers, particularly narcissism, have attracted significant attention in the
fields of management, finance, and corporate governance. Managerial narcissism refers to a set of psychological
characteristics such as excessive self-admiration, an inflated sense of superiority, a craving for attention and admiration, and
a lack of empathy toward others. Scholars have highlighted that narcissistic managers often make decisions prioritizing
personal image and short-term recognition rather than long-term organizational health, potentially undermining earnings
quality and corporate transparency (Kalbuana et al., 2023; Kontesa et al., 2021). Prior studies suggest that narcissistic
tendencies among CEOs are associated with opportunistic earnings management, aggressive tax avoidance strategies, and
lower conservatism in financial reporting (Chang et al., 2023; Lin et al., 2022).

Earnings quality, defined as the degree to which reported earnings reflect a firm’s true economic performance, is a key
concern for investors and regulators. Low earnings quality is often linked to manipulative practices and poor transparency,
increasing information asymmetry and risk for stakeholders (Hong et al., 2022; Salehi et al., 2022). There is growing empirical
evidence indicating that narcissistic CEOs can pose significant risks to earnings quality by manipulating reported figures to
serve their self-interest and reinforce their self-image (Li et al., 2024; Wan et al., 2021).

However, scholars also argue that corporate governance mechanisms can act as important moderating forces in this
relationship. Robust governance structures—such as independent boards, effective audit committees, and transparent
ownership structures—may restrain opportunistic managerial behavior and mitigate the adverse effects of CEO narcissism
on earnings quality (Kouaib et al., 2022; Zengin-Karaibrahimoglu et al., 2021). Prior research indicates that governance
mechanisms, when properly enforced, improve accountability, enhance monitoring, and limit managers’ ability to manipulate
financial outcomes (Lee, 2021; Rahman, 2022).

Nevertheless, results across contexts remain mixed. Some studies have found weak or non-significant moderating effects
of governance on the narcissism—earnings quality link, particularly in developing or transitioning markets where institutional
frameworks are still evolving (Arianpoor & Yazdanpanah, 2023; Ghayour et al., 2022). In such environments, governance
mechanisms may be ineffective or underdeveloped, providing narcissistic managers more room to engage in opportunistic
behaviors (Javeed et al., 2022).

Given this backdrop, the present study seeks to examine the impact of managerial narcissism on earnings quality while
accounting for the moderating role of corporate governance in companies listed on the Iraq Stock Exchange. This research
contributes to the literature by focusing on an emerging market context where governance institutions are still maturing,
offering a novel perspective on the interplay between managerial personality traits and governance structures (Shirokova et
al., 2023; Tanko, 2023; Yang et al., 2023). The findings can inform policy makers, investors, and regulators aiming to enhance
transparency and accountability in similar institutional environments.

Methods and Materials

The present study employs a quantitative research design, using secondary data collected through document analysis and
archival records. The statistical population includes all companies listed on the Iraq Stock Exchange between 2016 and 2021.
A systematic elimination method was applied to obtain the final sample of firms with complete data over the study period.

Data regarding managerial narcissism, earnings quality, and corporate governance variables were collected from audited
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financial statements, corporate governance disclosures, and reports published by the Iraq Stock Exchange and Central Bank
of Iraq. Managerial narcissism was measured using established proxy indicators derived from archival data. Earnings quality
was assessed using persistence measures of reported earnings. Corporate governance was operationalized using variables
such as board independence, presence of audit committees, and ownership concentration. The hypotheses were tested using
multivariate regression analyses with the help of EViews software.

Findings

The results of the first hypothesis test demonstrated a statistically significant relationship between managerial narcissism
and earnings quality at the 5% significance level. Specifically, higher levels of managerial narcissism were associated with
lower earnings quality. This finding suggests that narcissistic managers in Iraqi listed firms tend to manipulate earnings or
engage in opportunistic accounting practices to enhance their personal image and satisfy their desire for recognition,
ultimately leading to reduced reliability and persistence in reported earnings.

The second hypothesis examined the direct relationship between managerial narcissism and corporate governance
structures. The analysis revealed that managerial narcissism does not have a significant direct effect on corporate governance
in the context of Iraqi listed firms, as indicated by the non-significant regression coefficients at the 5% error level. This result
implies that, in the Iraqi institutional context, managerial personality traits do not significantly shape or alter formal
governance mechanisms, possibly due to weak enforcement, lack of board independence, or the dominance of controlling
shareholders.

The third hypothesis tested the moderating role of corporate governance in the relationship between managerial
narcissism and earnings quality. The results indicated that corporate governance negatively moderates this relationship. In
other words, stronger governance structures weakened the negative effect of managerial narcissism on earnings quality.
Firms with more independent boards, active audit committees, and higher transparency experienced a reduced adverse
impact of narcissistic managerial behavior on reported earnings. These findings align with theoretical propositions
emphasizing the monitoring and disciplinary functions of effective governance in mitigating managerial opportunism.

Discussion and Conclusion

The results of this study confirm prior research suggesting that narcissistic managerial traits can undermine earnings
quality through increased propensity toward opportunistic and manipulative financial practices. This pattern resonates with
findings from previous studies which identified narcissistic managers as risk factors for lower transparency and higher
volatility in reported earnings (Chang et al., 2023; Kalbuana et al., 2023; Kontesa et al., 2021).

Interestingly, the absence of a significant relationship between managerial narcissism and governance structures points
to the weakness of formal institutional mechanisms in influencing or constraining the personal attributes of top managers in
emerging markets such as Irag. Unlike mature markets where regulators and active boards can reshape managerial incentives,
in Iraq, structural constraints or cultural factors may insulate managers from external pressures, thereby limiting governance
effectiveness (Arianpoor & Yazdanpanah, 2023; Ghayour et al., 2022).

Nevertheless, the significant moderating role of corporate governance observed in this study highlights its potential as a
corrective tool. Even within weak institutional settings, certain governance structures can partially restrain the negative

effects of managerial narcissism. This finding supports theoretical frameworks that argue governance mechanisms are crucial
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for aligning managerial actions with stakeholder interests, particularly in contexts prone to opportunistic managerial behavior
(Kouaib et al., 2022; Zengin-Karaibrahimoglu et al., 2021).

These results carry implications for policy makers and corporate stakeholders in emerging markets. Strengthening board
independence, enforcing audit committee effectiveness, and enhancing shareholder rights can be viable pathways to
improving earnings quality and reducing managerial excesses. Future reforms may focus on capacity building within boards,
regulatory oversight, and fostering transparency norms to minimize the influence of managerial narcissism on corporate
financial outcomes.

Overall, the study advances the understanding of how managerial personality traits intersect with governance structures
to shape earnings quality, offering practical guidance for improving corporate oversight in developing capital markets.
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