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Abstract

Based on Ajzen (1985) Theory of Planned Behavior (TPB) and the concept of agency theory
as well as moral development, this study proposes a behavioral intention model consisting of
agency situation, moral development, and the three dimensions of TPB, including attitude
toward the behavior, subjective norm, and perceived behavioral control. This study
decomposes the above three factors into multi-dimensions in examining accountants’
behaviors with regard to earnings management, moral development, and agency problem
conditions to provide a comprehensive understanding of the behavioral intentions of earnings
management. The main results of this study indicate that the “attitude” dimension is the only
significant variable of TPB that explains the earnings management intention of accounting
practitioners. Further analysis also suggests that the accounting practitioners’ “attitude”
could be more effectively influenced through inculcation of the concept of “altruism”. In
addition, the behavioral intention of accounting practitioners engaged in earnings
management is significantly affected by agency situation and moral development. We find
significant interaction between the two variables.
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2N E B A R A 2 8 2 2 AR A (Jensen and Meckling, 1976) 5 TE& NS B F8 K K %43
ERZIRE T - BB (NENAHEEINIEET ) AIREME T 2 B S 2 B A
75 > Loebbecke, Eining, and Willingham (1989) #$ A ¥ #E 2 NE 4 = e B 1 o i i
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Planned Behavior; TPB) #¢85 f{E Rt T R ElE 2 B4 o SEEEHHERIS [/ OB
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B = H{EREIAT R R - FTEEES | HARAIES

E = (&8 NEE i TEAERAIEHE
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PBC =) CB, * PF,

k=1
CB, = (A NRSHEHBAEF k HRRZFEN(EE

PF, = {lil NEEIGEE Kk (KSR 3 H R T R R B B
TR (E &RV HE

ﬁ\
-*@7.*.
G >

& 1 Ajzen (1985) St E1T R IERIEIEE
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HOZURE - [ LR — R (E S A B TR 2 s 1 R R (5 TP e+ IRt =2 203
B2 EHIHEEE (Shimp and Kavas, 1984) « F5F 209855 & 45 FHE & 7 LU RS (Decom-
position) 2% {EREH (Multidimensional) FYRIGE - {7 B 48 & 15 22 HIBR iR (5 S EL 1T R B
& EIRIRAGR - IR RS R SR ST R B E IR 2 T8 K (Taylor and Todd, 1995b) ©
Moore and Benbasat (1991) 5z Taylor and Todd (1995a, 1995b) 7558 FE 14 [ fEAE R A2 H
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Tl e A Ry 5 PR RURE ~ B IR ARRE BRI AR RE » HADE Z KA [RS8 £ E
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BEFIMEAE AR K 8RS AR R E RIS A RS DU RN BT R fa i g
TR oy I FRAE ST B EHIIRAE - S plIRCan T -

1. REEE(E it
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7%22% Gillett and Uddin (2002) ~ SRIRAT ~ FEFHSRED B (2 95 (2002) ~ VERHZAE ~ [RIEA}ED

PRERER (2005) LLRHBSCH ~ FR1R - ERKELGRARIE (2011) BF& 3T A B S REREEIIRE

FEE s R~ BAIMEE B AR

(1) FfhE (Altruism; ALT) : AT RARIE(ES H ORI - BEE A
HITT Ry BFE R DUR AN B R AR AR 2% - A0 - EESR N ] I(E T Bk alit oo 2k $RA T %
RNEIM BRI EEELF -

(2) EFIME (Self-Interest; SI) : HFIFE R MG HE(E AR 1T R EEE - A& Al R E T
B (anegsEml) HEpn (At GEE ) - iERESE AN ERE T EH
CHYEZEREE -

(3) ERR (Negative Effect; NE) @ {EFHIHIATTHER T RIS EIEHAYAGER - JRA]HES
FEMAAGEE - e E A R R & A SRS S S E LT R RBE R AT gE
SRR BN AR BAR AT E E R - K AT REE N E R R R -

2. B3 S
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3. YEHIE SAGS
LW TE R T R RIS & 0 i e B FRBE SV B (EAARRE R I 0 ( AT 55 » 2002 5

TERAZESE » 2005 5 WSQESE - 2011 5 B HAEEMOKE - 2013) - AWFFEREES [H

bax

(1) EFKEETJ (Self-Efficacy; SE) : fE{E A E A PRIEIETT R Fr 75 W ATE H Fere JIER(d -
B0 - & PR Y R IE S E BNy - B RS E R

(2) {EFIHRRE (Facilitating Condition; FC) : ¥5{E AR IE T BT Te B Y MEAR E MR -
B0 = ERHBAE T RYEE - it A B RO R -

T~ AR L A B I

T ZERH AR A R AR A IR LA P AR - S8 L3R E B A A EE AT R
HEAFREEEHIERRIN - RE S e R - GFEEAMAFRHE RN
%t (Sunder, 1997) - EHIERE & T HB ZALH « THEFEHAIKZE - EEFENEZ 1k
fFT - AIRELEEMEI TR AR E B RAHE s - PR AREERRE -

B R E SRR B - RN ES B AGRE (ARG EMNE
B HEFEABEMZFHER) - REAGIE W ERE S BRI R 2R - 5
HBACHE A RE RS HE 2 & - BIEIERE AGFREFB TR - g Rk
ZETH NG ERUHB G FBRGEmAECETT » FE - BB AN FAEIRE
Az B - (HEAH AT EWRSFRETT B AT R - g B ETEEFE A
Z 17 (Eisenhardt, 1989; Harrison, Chow, Wu, and Harrell, 1999; =ik 5 EIEE L -
2008) - JRAZHENREEIGRM: EFEAEE R B8 0 R E 2 2 i 2 35
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Salter and Sharp (2001) DAZKE5#E % (Escalation of Commitment) & &% 54 » #F5E
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B2 iTAEE > SARNKRAEAAFERTRAESTZIMHREG -

=~ ETERRPRE BT S 2 M B SR

FrEEHHRHEIEE Z 7224 » Rutledge and Karim (1999) 1% LUK GEAE TS Fyagerd 731738
BB nRERE - A R B HIRE R D EERE/KESR - EE B HAGHEE
ZIRER - EREERRKUER » [ EARGEEIE SRRV E R - B RIVETEER
TKAEFAR 2 FEHE A o Rutledge and Karim (1999) 58 535 iR HUAE B AEH N BRI E AT
T RE AR A2 R - M e AR EHE R P A & ST E R AR ek I -
Fi3t Booth and Schulz (2004) K2 Chang and Yen (2007) 71 [ kE 2520 5 (28 R f2 o € 52
BRSE N B TR SRAE -

Ponemon (1992) DARE IR E & ETHATSE BRI T A BMURM RS 52 - FIFETEA]
Bl 8 (Defining Issues Test; DIT) $RETEfEHEH K HEEL{RH THFFEAYRALR - iFFTaE
T N Bk T B EE fEHE B /K W BHEE B {% © Cummings, Dyas, Maddux, and
Kochman (2001) DA 145 (7224 Fa s » SHE 23 DIT 2R NEE 41 EER NEEHE
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KEFEBHEHEEITLERISERE REEEREESNBEESASHE
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2 -MRLE

— W H

AL PR E Bk LR B IR Z RSB ORI S ar B I =PI E R B (EA
FEIRIARERTEEL - 35l " FRAFAEE AR ERES (B 1) ) 8 T FERREAE
BEAEREERES (E52) o - AEEAFREEESM T - RO 58 E AR
BE A A RERV B HE T - LB R AT R AT AR THIT - EERFEEAE ¢ 1.
fEREAERAR - QRIS TE T EE IR - B R & 2T A T A RS
A o AEMRIE A RN B ) R G R R IR R IR R A 5 2. B R mE
FFEERZEE - HAFF A AFH S ; 3. 55 B RIB A RIET E R SFIFE R dE
R RORRRE « FE Bt 2 RIS T - ZEl B FA = E BN EEEHUESS -

FE[FIRFARAFAE H A N B E S T - PRIRIE S B A e T [RIRF (£ B AIRE A

1 BENYMNGE 2 B ESTE E e X B AR 2 BE1% (Duh, Lee, and Lin, 2009; Chen, Chen,
Su, and Wang, 2004; Riedl, 2004; Rees, Gill, and Gore, 1996; Elliott and Shaw, 1988; ¥/ & ~ ZZEHE
T AR 0 2011 5 BASHRELR 3255 > 2009 5 AREEELZEE$% - 2006) - (REH G HU T 14
FEARE T FIET 2= R - BGOSR A IR W R s Z FIETAR R - HEZ A DU NS A P ES E 2
i PSR EE A BTN E - EHNEE B ST B AT IR S - Al BT
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LS | W) - AR FEBRFRALE - 1. EEEAERH AR SETEERM
THHIES - [FIR CE & 5T ATE T AH B & 2 IR S AR R em B a YL - & 3T AT) P R A F]
JEFRYRERHIRIEEEE 2. B R A RIS EEZEE - HICRET A A F R |
3. 85 NZE TR IR A TR 2 B E R B U YE - T2 LA E R TR » FE AR R
RIBHET - ZEBWARFESEENFR EREFENES - BlatialEREsE
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(SRM-SF) &% - FHKHE(ZET K SRM-SF X RIERIFFE LA - 5 —ERHME -
##2 Gibbs et al. (1992) HYZ2E FMHEME T DIFEEZ BB F B RIEE - FT1557 8
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ZAETFHHE RS (Social Desirability Bias) Z5%aT  AWFFEEIR A ZE 45 0t
BRBEAERNLE b RIS G B REE AR REME , B T IRE ¢
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Behavioral Intention of Earnings Management: The Explanation
of Agency Problem, Moral Development and Theory of Planned
Behavior

Sin-Hui Yen, Professor, Department of Accounting, Tamkang University
Yu-Shan Chang, Assistant Professor, Department of Accounting, Tamkang University
Mei-Chi Wu, Auditor, Deloitte Taiwan

1. Purpose/Objective

Since Enron’s announcement of bankruptcy in 2001, a number of financial scandals
have been uncovered around the world (e.g., WorldCom, Procomp, Far Eastern Air
Transport, and Rebar). Window dressing of financial statements and improper earnings
management behavior have caused widespread mistrust among the general public with
regard to financial statements. In response, supervisory units have tightened regulations and
worked to promote corporate governance in order to prevent similar occurrences in the
future.

Material misstatements in financial statements can be attributed to intentional fraud or
inadvertent mistakes; the difference between the two is intent. The Theory of Planned
Behavior (TPB)proposed by Ajzen (1985) has been widely applied to capture behavioral
intention. Statements on Auditing Standards (SAS), published in the U.S., defined three
major factors of fraud based on theories in the field of criminology: incentives/pressure,
opportunity, and attitudes/rationalization. The integration of these factors in research could
provide a more complete understanding of earnings management behavior. Thus, using TPB
as the framework, this study integrated scenarios of agency problems with variables in moral
development to develop a psychological model that reveals the behavioral intentions of

accountants in Taiwan with regard to earnings management.

2. Design/Methodology/Approach
This study uses questionnaires to collect primary data in order to test the research
model. The background of earnings management in the questionnaire deals with the
impairment of assets. Working from the perspective of psychological decision-making, this
study employs TPB for the integration of various scenarios related to agency problems and
moral development. We establish a behavior and intentions model comprising three
constructs, i.e., attitude, subjective norms, and perceived behavioral control, to identify

factors influencing the behavioral intention of accountants with regard to earnings
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management.
The sample comprises 158 chief accountants working at listed or over-the-counter-
traded companies as well as MBA students specializing in accounting. ANCOVA and

structural equation modeling (SEM) are used to test our hypotheses.

3. Findings

The primary findings of this study are as follows. First, in the behavioral intention
model, the explanatory power of the attitude construct with regard to behavioral intentions in
earnings management is significantly greater than those of subjective norms and perceived
behavioral control. As a result, it can be concluded that interventions aimed at correcting the
attitudes of accountants toward earnings management are more effective in mitigating
earnings management intention, compared to measures focusing on the norms of the system.

Secondly, differences in scenarios of agency problem have significant influence over
the behavioral intention of accountants engaging in earnings management. Accountants are
more likely to engage in earnings management in scenarios with self-benefiting incentives
and with opportunities to gain an advantage in information asymmetry, compared to
scenarios without either of the above features. This demonstrates that management
mechanisms aiming at curbing information asymmetry could be useful in curtailing earnings
management.

Third, accountants at lower levels of moral development display significantly greater
behavioral intention to engage in earnings management than those at higher levels in their
moral development.

Finally, the existence of agency problem and the degree of moral development exert

interaction effects on the intention of accountants to engage in earnings management.

4. Research Limitations/Implications
Statistical methods are applied to control the effect of social desirability bias. However,
we are not sure if the accountants provided honest answers regarding their decision-making
behavior. Since the questionnaires were distributed during the peak season in the industry,
and that a considerable number of the respondents were chief accountants in major
corporations, the recovery rate turns out to be low. In addition, this study deals with sensitive
issues, which may have discouraged many individuals from participating. Moreover, most of

the respondents are aged between 30 and 39, which means that they are far less likely to
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have encountered or participated in earnings management decisions, compared to their senior
counterparts. Due to the limitations mentioned above, we remain conservative when
interpreting research results.

This study presents several implications. First, scenarios involving potential agency
problems have a direct influence on earnings management intention. This provides evidence
to support the argument that efforts to reduce information asymmetry and self-benefiting
incentives could be effective in the prevention of earnings management. Second, the degree
of moral development is an important factor underlying earnings management intention. The
integrity of highly-developed individuals prevent them from engaging in earnings
management, even in scenarios of agency problem with opportunities for self-benefit. Thus,
education and on-the-job training that enhances moral development fundamentally help
eliminate earnings management. Finally, training methods emphasizing particular attitude
can effectively influence earnings management intention. Among the sub-constructs of
attitude, altruism is found to be the most effective in curbing intentions to engage in earnings
management. These findings should thus be taken into account when preparing future

training materials.

5. Originality/Contribution

This study contributes to the literature in the following ways. To the best of our
knowledge, this is the first study in Taiwan that incorporates TPB into accounting, although
such methodology has been employed in other domains.

Moreover, we combine TPB with two important factors related to earnings
management: moral development and agency problems. This enables us to reveal the
relationships among these variables in a more comprehensive manner than was previously
possible and to identify the psychological factors influencing the earnings management
intentions of accountants in Taiwan.

Third, after dividing TPB into three constructs: attitude, subjective norms, and
perceived behavioral control, we decompose and discuss them individually to arrive at more
subtle nuances in thinking.

Earnings management has received widespread attention; however, most investigations
in this area are based on archival material, rather than capturing the psychological factors of
stakeholders who are directly concerned. This study adopts an experimental design to

examine the earnings management intentions of accountants from a psychological aspect,
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complemented by investigation into agency problems and moral behavior. As far as we
know, no previous academic paper has experimented the psychological factors that influence
earnings management. The achievements of this study could be used to supplement
investigations on earnings management from a capital market’s perspective, expand analysis
on earnings management from the individual psychological level, and complement studies

on earnings management employing different methodologies.
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