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CEO Narcissism and Accounting Conservatism:
An Empirical Study Using Signature Data
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1 School of Social Audit, Nanjing Audit University, Nanjing 211800, China
2 School of Economics and Management, Harbin Institute of Technology, Shenzhen, Shenzhen 518055, China

Abstract: Conservatism is a basic convention of accounting. Previous research mainly focused on the four major factors of ac-
counting conservatism proposed by Watts (2003): contract, litigation, regulation, and taxation. Upper echelons theory states
that managers’ personalities are one of the important factors affecting firm-related decisions. However, few studies analyze the
impact of CEO narcissism on accounting conservatism, and the mechanism of corporate strategy, debt level, and corporate gov-
ernance on the relationship between CEO narcissism and accounting conservatism.

This study takes a sample of A-share listed firms from 2007 to 2016 and use the MATLAB program to calculate the num-
ber of pixels in the smallest rectangle occupied by the CEO’s handwritten signature to obtains the proxy variable of narcissism
level of manager. Data analysis was performed with STATA 16 software. We examine the relationship between CEO narciss-
ism and corporate accounting conservatism by constructing an OLS model.

The results show that the narcissistic CEOs tend to lower the level of accounting conservatism. When the firms adopt ag-
gressive strategies, narcissistic CEOs are more inclined to weaken the firms’ accounting conservatism level, while narcissistic
CEOs have no significant effect on accounting conservatism while the firm adopt conservative strategies. Moreover, because
narcissists possess strong senses of exploitativeness and superiority, narcissistic CEOs are more likely to lower the level of ac-
counting conservatism while debt level is high. However, good corporate governance would restrain the decrease of account-
ing conservatism caused by CEO narcissism. Through the cross-sectional analysis by two dimensions of debt level and corpor-
ate governance, we find that narcissistic CEOs are more inclined to weaken the accounting conservatism of firms with poor
corporate governance and high debt levels. Whereas, there is no significant impact for the firms with good corporate gov-
ernance or low debt levels. The results reflect the strong motivation of the narcissistic CEO to weaken accounting conservat-
ism and indicate that corporate governance has a restraining effect on the individualistic behavior of managers. The conclu-
sions are robust after using propensity score matching (PSM), applying the alternative measure of accounting conservatism,
considering the impact of Chinese strokes, replacing sample period, excluding designed signatures, and controlling for over-
confidence.

This study documents the impact of CEO narcissism on the accounting conservatism and its mechanism by using personal
signature characteristics to measure the narcissism level of manager creatively, which enriches and supplements the literature
on the cross-over study of manager personal characteristics and accounting conservatism. Our conclusions have a certain refer-
ence to manager hiring policy making for firms.

Keywords: CEO narcissism; accounting conservatism; corporate strategy; debt level; corporate governance
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