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This study explores whether managerial ethical values and
incentives/pressures affect perceived earnings quality through structural equation modeling based on
the responses by chief financial officers of public firms in Japan. This study develops the
research framework applying the Theory of Planned Behavior aided by the Upper Echelon Theory and the
Fraud Triangle Theory to explain a manager’ s earnings management intentions and behavior.

My findings are the following: perceived managerial ethical values have a significant and positive
effect on perceived earnings quality and that perceived incentives/pressures have a significant
negative influence on perceived earnings quality. Since incentives/pressures suppress management to
improve quality of earnings, individuals with higher ethical values should be appointed as managers
and fostering ethical environment is promoted by strengthening accounting standards.
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