
UPPER ECHELONS CHARACTERISTICS AND EARNINGS 

MANAGEMENT IN TROUBLED NON-LISTED COMPANIES IN 

NIGERIA 

 

 

 

 

 

 

 

 

 

 

TALEATU, TAOFIKI AKINWUMI 

(15PAA00888) 

 

 

 

 

 

 

  

 

 

NOVEMBER, 2020 



x 

 

2.1.2.1 Upper Echelons’ Demographic Characteristics     16 

2.1.2.2. Upper Echelons’ Personality Traits – The Dark Triad     17 

2.1.2.3 Upper Echelons’ Leadership Styles       17 

 2.1.2.4 Corporate Governance Quality       18 

2.1.3 Troubled Companies         21 

2.2 Theoretical Review         23 

2.2.1 Agency Theory          24 

2.2.2 Positive Accounting Theory        24 

2.2.3 Signaling Theory         26 

2.2.4 Upper Echelons Theory         27 

2.3 Empirical Review          28 

2.3.1 Earnings Management in Troubled Firms      28 

2.3.2 General Upper Echelons Research       29 

2.3.3 Upper Echelons’ Demographic Characteristics and Earnings Management  31 

2.3.3.1 Upper Echelons’ Age and Earnings Management     31 

2.3.3.2 Upper Echelons’ Gender and Earnings Management     32 

2.3.3.3 Upper Echelons’ Educational Level and Earnings Management   33 

2.3.3.4 Upper Echelons’ Tenure and Earnings Management     34 

2.3.4 Upper Echelons’ Personality Traits and Earnings Management   35 

2.3.5 Upper Echelons’ Leadership Styles and Earnings Management   37 

2.3.6 Corporate Governance Quality and Earnings Management    38 

2.4  Gaps in Literature         40 

CHAPTER THREE: METHODOLOGY      42 

3.1 Research Design          42 

3.1.1 Study Population         42 

3.1.2 Sample Size          42 

3.1.3  Sampling Technique         43 

3.2  Research Instrument         43 

3.2.1 Content Validity Check         44 

3.2.2 Pilot Test          45 



xi 

 

3.2.3 Constructs Validity, In-depth Reliability and Normality Tests    45 

3.2.3.1 Exploratory Factor Analysis         46 

3.2.3.2 Confirmatory Factor Analysis       50 

3.2.4 Constructs Normality Tests         55 

3.3 Model Formulation         56 

3.4 Model Specifications         57 

3.5 Measurement of Variables        61 

3.6 Method of Data Analysis         63 

CHAPTER FOUR: RESULTS       65 

4.1 Presentation of Questionnaire Response Rate      65 

4.2 Descriptive Statistics         66 

4.2.1  Descriptive Overview of the Respondents’ Demographic Characteristics   66 

4.2.1.1 Descriptive Overview of Respondents’ Age       66 

4.2.1.2 Descriptive Overview of Respondents’ Gender      68 

4.2.1.3 Descriptive Overview of Respondents’ Educational Level     69 

4.2.1.4 Descriptive Overview of Respondents’ Tenure of Office     70 

4.2.1.5 Descriptive Overview of Designation Distribution of Respondents   71 

4.2.2 Descriptive Overview of Corporate Attributes        73 

4.2.2.1 Descriptive Overview of Corporate Profitability     73 

4.2.2.2 Descriptive Overview of Corporate Financial Leverage    76 

4.2.2.3 Descriptive Overview of Company Size       78 

4.3 Analysis of Data on Research Question One      80 

4.3.1 Change in Accounting Method        81 

4.3.2 Real Activity Management        86 

4.3.3 Demographic Analysis of Upper Echelons Change in Accounting Methods  93 

4.3.4 Demographic Analysis of Upper Echelons Real Activities Management  94 

4.4 Analysis of Data on Research Question Two       96 

4.4.1 Machiavellian Trait         96 

4.4.2 Narcissistic Trait         99 

4.4.3 Psychopathic Trait         102 



xii 

 

4.5 Analysis of Data on Research Question Three      105 

4.5.1 Autocratic Leadership Style        105 

4.5.2 Democratic Leadership Style        107 

4.5.3 Laissez-faire Leadership Style        110 

4.6 Analysis of Data on Research Question Four      113 

4.7 Test of Hypotheses          117 

4.7.1 Hypothesis 1          117 

4.7.1.1 Results of Regression Analysis       117 

4.7.1.2 Structural Equation Modeling        123 

4.7.2 Hypothesis 2          129 

4.7.3 Hypothesis 3          135 

4.7.4 Hypothesis 4          140 

4.7.4.1 Structural Equation Modeling        140 

4.7.4.2 Step-wise Multiple Regression Analysis      145 

4.7.4.3 Moderated Regression Analysis       147 

CHAPTER FIVE: DISCUSSION       150 

5.1 Discussion of Results on the relationship between UEDC & EM   150 

5.2 Discussion of Results on the effect of PTs on EM      154 

5.3 Discussion of Results on the relationship between UELS & EM    155 

5.4 Discussion of Results on the moderating effect of CGQ     156 

CHAPTER SIX: CONCLUSION AND RECOMMENDATIONS  159 

6.1 Summary           159 

6.1.1 Summary of Theoretical Findings       160 

6.1.2 Summary of Empirical Findings       161 

6.2 Conclusion          162 

6.3 Contribution to Knowledge        163 

6.4 Recommendations          163 

REFERENCES          166 

 



xiii 

 

LIST OF TABLES 

Table Title of Tables Page 

2.1 Gaps in Literature 41 

3.1 Sample Size Distribution 43 

3.2 Preliminary Constructs Reliability Test 45 

3.3 Description of the Items in Factor 1 (UEPT) 47 

3.4 Description of the Items in Factor 2 (UELS) 48 

3.5 Description of the Items in Factor 3 (CGQ) 49 

3.6 Description of the Items in Factor 4 (CAM) 49 

3.7 Description of the Items in Factor 5 (REM) 50 

3.8 Confirmatory Factor Analysis (Upper Echelons’ Personality Traits) 51 

3.9 Confirmatory Factor Analysis (Upper Echelons’ Leadership Styles) 52 

3.10 Confirmatory Factor Analysis (Corporate Governance Quality) 53 

3.11 Confirmatory Factor Analysis (Change in Accounting Methods) 54 

3.12 Confirmatory Factor Analysis (Real Activities Management) 55 

3.13 Constructs Normality Test 56 

4.1 

4.2 

4.3 

Questionnaire Administration 

Distribution of the Questionnaire by Industry 

Age Distribution of the Respondents 

65 

66 

68 

4.4 Gender Distribution of the Respondents 69 

4.5 Educational Level Distribution of the Respondents 70 

4.6 Tenure Distribution of the Respondents 71 

4.7 Designation Distribution of the Respondents 72 

4.8 Descriptive Analysis of Corporate Profitability 74 

4.9 Descriptive Analysis of Corporate Financial Leverage   77 

4.10 Descriptive Analysis of Company Size 79 

4.11 Descriptive Analysis of Responses on Corporate Change in Accounting 

Methods 

84 



xiv 

 

4.12 Descriptive Analysis of Responses on Corporate Real Activities 

Management 

89 

4.13 Summary Panel on Earnings Management 92 

4.14 Responses on Corporate Change in Accounting Methods across Upper 

Echelons’ Demographic Characteristics 

94 

4.15 Responses on Corporate Real Activities Management across Upper 

Echelons’ Demographic Characteristics 

96 

4.16 Descriptive Analysis of Responses on Upper Echelons’ Personality Traits (1) 98 

4.17 Descriptive Analysis of Responses on Upper Echelons’ Personality Traits (2) 100 

4.18 Descriptive Analysis of Responses on Upper Echelons’ Personality Traits (3) 103 

4.19 Descriptive Analysis of Responses on Upper Echelons’ Leadership Styles (1) 106 

4.20 Descriptive Analysis of Responses on Upper Echelons’ Leadership Styles (2) 108 

4.21 Descriptive Analysis of Responses on Upper Echelons’ Leadership Styles (3) 111 

4.22 Descriptive Analysis of Responses on Corporate Governance Quality 115 

4.23 Parameters Summary (Model 1a) 118 

4.24 Fitness Test (Model 1a) 118 

4.25 Regression Coefficients
 
(Model 1a) 119 

4.26 Parameters Summary (Model 1b) 120 

4.27 Fitness Test (Model 1b) 120 

4.28 Regression Coefficients
 
(Model 1b) 121 

4.29 Parameters Summary (Model 1) 122 

4.30 Fitness Test (Model 1) 122 

4.31 Regression Coefficients
 
(Model 1) 123 

4.32 Standardized Regression Weights (UEDC and CAM Model)  125 

4.33 Standardized Regression Weights (UEDC and REM Model)  127 

4.34 Standardized Regression Weights (UEDC and EM Model)  129 

4.35 Parameters Summary (Model 2a) 129 

4.36 Fitness Test (Model 2a) 130 

4.37 Regression Coefficients
 
(Model 2a) 130 



xv 

 

4.38 Parameters Summary (Model 2b) 131 

4.39 Fitness Test (Model 2b) 131 

4.40 Regression Coefficients
 
(Model 2b) 131 

4.41 Parameters Summary (Model 2c) 132 

4.42 Fitness Test (Model 2c) 132 

4.43 Regression Coefficients
 
(Model 2c) 133 

4.44 Parameters Summary (Model 2) 134 

4.45 Fitness Test (Model 2) 134 

4.46 Regression Coefficients
 
(Model 2) 135 

4.47 Parameters Summary (Model 3a) 135 

4.48 Fitness Test (Model 3a) 136 

4.49 Regression Coefficients
 
(Model 3a) 136 

4.50 Parameters Summary (Model 3b) 137 

4.51 Fitness Test (Model 3b) 137 

4.52 Regression Coefficients
 
(Model 3b) 137 

4.53 Parameters Summary (Model 3c) 138 

4.54 Fitness Test (Model 3c) 138 

4.55 Regression Coefficients
 
(Model 3c) 139 

4.56 Parameters Summary (Model 3) 139 

   

4.57 

 

4.58 

 

Fitness Test (Model 3) 

 

Regression Coefficients
 
(Model 3) 

140 

 

140 

4.59 Standardized Regression Weights (UEDC, PTRA and EM) 143 

4.60 Standardized Regression Weights (UEDC, PTRA, LSTY and EM) 145 

4.61 Step-wise Multiple Regression Results 146 

4.62 Parameters Summary (Model 4) 147 

4.63 Fitness Test (Model 4) 148 

4.64 Regression Coefficients
 
(Model 4) 149 



xvi 

 

LIST OF FIGURES 

Figure Title of Figures Page 

2.1 Upper Echelons Perspectives on Organizations  16 

2.2  Conceptual Model Showing the Relationship between Upper Echelons 

Characteristics and Earnings Management  

20 

4.1 UEDC and CAM Model 125 

4.2 UEDC and REM Model  126 

4.3 UEDC and EM Model 128 

4.4 UEDC, PTRA and EM Model 142 

4.5 UEDC, PTRA, LSTY and EM Model 144 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



xvii 

 

LIST OF ABREVIATIONS 

ALS – Autocratic Leadership Style 

AMCON – Assets Management Corporation of Nigeria 

AVE – Average Variance Extracted Estimate 

CAC – Corporate Affairs Commission 

CAM – Corporate Change in Accounting Methods 

CEO – Chief Executive Officers 

CFA – Confirmatory Factor Analysis 

CFO – Chief Financial Officers 

CGQ – Corporate Governance Quality 

DLS – Democratic Leadership Style 

EFA – Exploratory Factor Analysis 

EM – Earnings Management 

FO – Financial Officers 

FRCN –Financial Reporting Council of Nigeria 

ICT –Information Communication Technology 

LLS – Laissez-faire Leadership Style 

LSTY - Leadership Style 

MT – Machiavellian Trait 

MRA – Moderated Regression Analysis 

NPI – Narcissistic Personality Inventory 

NSE – Nigerian Security Exchange 

NT – Narcissistic Trait 

PT – Psychopathic Trait 

PTRA – Personality Traits 

RAM – Real Activities Management 

SEC – Security and Exchange Commission 

SEM – Structural Equation Modeling 

SPSS –Statistical Package for Social Sciences 

SRP – Self-Report Psychopathic Scale 

TMT – Top Management Team 



xviii 

 

UEC – Upper Echelons Characteristics 

UEDC – Upper Echelons Demographic Characteristics 

UELS – Upper Echelons Leadership Styles 

UEPT – Upper Echelons Personality Traits 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



xix 

 

ABSTRACT  
Research has shown that companies in financial crises are usually successful in hiding their poor 

performance through aggressive earnings management. However, while research on negative earnings 

management practices has been generally directed towards the listed companies, these practices have been 

less examined in non-listed companies. The main objective of this study is to investigate the effect of the 

upper echelons' characteristics (UEC) on earnings management (EM) in selected troubled non-listed 

companies in Nigeria and examines the moderating effect of corporate governance quality (CGQ) on this 

relationship. To achieve the objective, a descriptive research design involving the survey method was 

explored. Using the Yamane's 1967 sampling size formula, 80 non-listed companies were selected from 

the list of 98 non-listed companies among the chronic debtors of Assets Management Corporation of 

Nigeria (AMCON). Copies of a questionnaire were administered on 240 participants (3 participants per 

company) including the chief financial officers (CFOs). Out of the 219 copies of the questionnaire 

retrieved, 204 copies, representing an 85.0% response rate were found suitable for data analysis. The 

research questions were answered by computing means and standard deviations while the hypotheses 

were tested with simple, multiple, step-wise and moderated regressions as well as structural equation 

modeling (SEM). Specifically, findings revealed significant positive relationships between corporate 

earnings management and the age (beta=.166, t = 2.760, P<.05, Sig. 0.006), tenure (beta=.412, t = 6.861, 

P<.05, Sig. 0.000), educational level (beta=.345, t = 6.484, P<.05, Sig. 0.000), gender (beta=.156, t = 

2.964, P<.05, Sig. 0.003) and the personality traits (beta=.693, t = 12.527, P<.01, Sig. 0.000) of the CFOs. 

Hence, matured, male and long-tenured CFOs as well as the CFOs without postgraduate degree in 

relevant disciplines were implicated in aggressive earnings management. However, upper echelons' 

leadership styles were found non-significant in negative earnings management prediction (beta=.075, t = 

.769, P>.05, Sig. = .086). CGQ was found to be exerting a significant moderating effect on the observed 

upward earnings management attributable to the CFOs’ age (beta=.-196, t = -2.895, P<.05, Sig. = .002), 

gender (beta=.-250, -3.807, P<.05, Sig. = .001), educational level (beta=.-367, -5.980, P>.05, Sig. = 

.000), tenure (beta=.-504, -6.998, P<.05, Sig. = .000) and personality traits (beta=.-665, -8.549, P<.05, 

Sig. = .000). This result implies that high corporate governance quality can reverse the observed unethical 

corporate earnings management practices. Generally, findings revealed a relatively high level of earnings 

management which has significant positive relationships with the upper echelons' demographic 

characteristics and personality traits. It was concluded that the demographic and psychological 

characteristics of the top-level officials significantly predict the level of corporate earnings management. 

This study recommends the appointment of more middle-aged, female individuals with an advanced 

degree in financial-related disciplines as CFOs. Personality traits test is also advanced for the screening of 

individuals for upper echelons' positions. The study further recommends the formulation of an abridged, 

easy-to-implement code of corporate governance for non-listed companies in Nigeria.  

 

Keywords: Corporate governance quality; demographics characteristics; earnings management; 

leadership styles; personality traits; troubled companies  
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