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Abstract: The study analyses managers’ behaviour from Romania when dealing with 
creative accounting. For this we realized an empirical study within the Arad county space, 
having as main objective the identification of the managers’ perception regarding the 
usefulness of accounting information and of other factors considered when making 
decisions. Another aspect was to interpret the managers’ tendency towards manipulation 
or strategic management of results. The empirical research was carried out between 
December 2013 and January 2014, and the research method used was the survey, and 
as an instrument of the research we used the questionnaire. The questionnaires were 
posted on a website but some of them were applied directly in the field to ensure a 
response rate of at least 30%. For the analysis and confirmation of the feasibility of the 
questionnaire and of the measurement scale, we used Cronbach Alpha method. The 
results obtained after statistically processing the answers received from respondents and 
after testing the research hypotheses show that there is an increased interest of the 
managers from the investigated Arad firms to improve the quality of the financial 
accounting information and to give the users as beautiful an image as possible of the 
company’s performances; it is noticed their inclination to the manipulation of the 
accounting figures. On the other hand the results obtained demonstrate that, despite the 
fact that most of the managers from the sample consider that using ethics is a priority in 
making decisions, this idea is not an obstacle for more than a half to change an accounting 

policy that would affect the true image but would be  favorable to the image of the company The 
utility of such research contributes to the insurance of the premises for the development 
of future research, looking to test the reaction of the professional accountants in our 
country, regarding the phenomenon of creative accounting. 
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1. Introduction 
Looking back in history we can see and identified a few favourable circumstances of 
appearances of creative accounting concept; first related to the economical advent of world 
states then, the need of economic entities to create for themselves a good reputation in 
an increasingly competitive and tough economic environment. This moment is the first 
mention, regarding creative accounting practices, and we can’t ignore the fact that the 
first mention belongs to the founder of accounting - Luca Paciolo. Thus, Luca Paciolo was 
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shaping in his already renowned De Arithmetica, the first accounting manual, practices of 
creative accounting. 
Participating to the creation of a reality, accounting creates an image of the enterprise, 
being aware of the fact that there are several interpretations. As it is defined by 
Colasse (1996), it « is not a simple technique of facts recording, in the process of 
enterprise, the accountants get involved, invest, and bring their own interpretation of 
reality and their own vision regarding the enterprise. They offer that vision that they 
appreciate as being in accordance to the defense of their own interests in the context of 
the relations they have with the other economic and social players».  
Starting from a similar study conducted in Bihor county (Balaciu et al.2012)  , the main 
objective of this research is to extend it by analyze the behaviour of managers in Arad 
companies and their tendency to manipulate the figures in the financial statements. 
Therefore, we used a descriptive analysis of the answers provided by the sample subjects 
and we tested several hypotheses. Synthetically, these have in view suppositions like: the 
managers’ inclination to take risks is strongly related to their tendency of accounting 
manipulation; the managers’ motivation towards performance determines the qualitative 
level of the accounting information; The managers’ tendency to manipulate the accounting 
figures and to distort the true and fair view from the financial statements isinfluenced by 
their ethical behaviour. The study is divided into 5 parts. The first part is a brief introduction 
announcing the intentions of our scientific approach followed by a review of the literature 
on the topic of our research. The design of the research, the methodology followed and 
the discussion on the results of the study are next exposed and in the end of the study 
the main findings as well as the limitations of our research are briefly presented.  

 
2.Literature Review 
The managers of companies are tempted, depending on their interests, to either 
smoothen the results or offer a favourable image of these. The subjectivism interferes 
with the determination of the result, the game of options thus laying the ground for the 
proliferation of the phenomena of intentional accounting. More than once managers take 
on a series of risks and turn to the practices and techniques of creative accounting as 
leverage in the pursuit of offering third parties a favourable image of the entity’s financial 
situation and performances, in the majority of cases a better image than the real one. In 
the field literature many researchers focus on the definition of the term “creative 
accounting”. Griffith (1986), for example, defines creative accounting from the perspective 
of journalism, Jameson (1988) from the accountant’s perspective, Smith (1992) from the 
analyst’s perspective, Nasser (1993) from the academic perspective. Feleagă and Malciu 
(2002) opine that the concept of creative accounting “is usually used in order to describe 
the process through which professional accountants use their knowledge with the purpose 
of manipulating the accounting figures included in the annual accounts.” Naser,K. (1993) 
and  Teller,R. and  Turillo,R.B.(1996) investigate a series of factors which may influence 
managers to turn to the practices of creative accounting. These practices and techniques 
of creative accounting can represent for managers leverage used to promote and support 
the company image, but also to select information so that the data offered by the financial 
situations sustains the interests they are pursuing. In his study Malciu (1999) brings up 
the motivational complex of managers’ developing the techniques and practices of 
creative accounting. Feleagă,N and Malciu,L. (2002) investigate in their study creative 
accounting from an ethical perspective. They consider that by having the possibility to 
manipulate results managers can maximize their own usefulness. As a result, it is 
reasonable to suppose that those who negotiate the employment contract of managers 
anticipate a possible opportunistic behaviour on their part and offer them smaller 
compensations ... Under these circumstances, the managers “accused” of opportunistic 
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actions are “forced” to turn to these in order to get the advantages for which they have 
already “paid”. 
Pfarer et al (2008), cited by Hadani et al (2011), believe that the manipulation of the results 
reported in the financial situations represents a current practice encountered within public 
companies. By misleading the investors, the manipulation of results can lead to an 
inadequate allocation of temporary assets. Dumitrescu (2013) places creative accounting 
between art and deceit. In his study he brings up the negative connotation of creative 
accounting, but does not exclude its positive alternative either. Therefore, the researcher 
believes that “creative accounting has a negative connotation, if it does not aim to present 
an image reflection, exactly as required by accounting standards, but is meant to lead to 
the drafting up of financial situations that serve the managers’ wishes regarding the 
financial position and performance of the company.” The positive alternative is, however, 
not excluded, in the sense of an innovation that leads to engineering capable to answer 
the question: “How do we handle resources as efficiently as possible in order to build 
performances?”  
In their research Vladu,A. and Cuzdriorean,D. (2013) debated creative accounting 
limitation through ethical developments, focusing on features as: measurement and 
behaviour.  
The findings of the study indicate that ethics as a solution used for limiting opportunistic 
behaviour in accounting can have an unlimited potential as a long term solution.  
Sayed A.Bala (2013) presents the effective role of Corporate Governance in determining 
the Quality of Accounting Information and reducing the practice of Creative Accounting. 
The researcher used a descriptive analytical approach and looked into the theoretical and 
field relevant studies of authors of Arab and foreign origin with the induction and 
presentation of the most important results, and the development of what supports the 
development of Corporate Governance and it is used in increasing the efficiency of 
company performance and reducing the practice of Creative Accounting, with a field Study 
on Listed Companies in Khartoum Stock Exchange. 

Auditors can play an active role in reducing the effects of creative accounting. Over time 
it has been observed that there have been o series of companies that have lost important 
sums of money or went bankrupt as a result of risks taken on by managers by intentionally 
turning to different practices of creative accounting.  Several investors, stockholders, and 
creditors lost a lot o of money, because their decisions had been made based on 
information that was subject to different forms of creative accounting practices.  
Mohammed Abdullah Al Momani & Mohammed Ibrahim Obeidat (2013) investigated in 
their study the effect of auditor independency, integrity, objectivity, contingent fees, 
advertising rights, commission determination, organization form and name on auditor 
ability to detect the practices of creative accounting. 

 
3.Research Design And Methodology 
Our research is an empirical one of the interpretative type, which was conducted during 
December 2013 and January 2014; the research method used was that of investigation, 
the research instrument - the questionnaire. In the study that we conducted, we aimed to 
identify the perception of managers on the usefulness of accounting information and of 
other factors considered in decision making. Also we aimed to identify a possible tendency 
of managers to resort to creative accounting techniques in order to generate the best 
image of the company and a  possible correlation between the managers’ tendency to 

manipulate the accounting figures and their use of an ethical behaviour. For this purpose, 

we proceeded by formulating and testing 3 research hypotheses:  
H1: The managers’ inclination towards risks is in strong correlation with their tendency to 
accounting manipulation. 
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H2: The managers’ motivation for performance determines the qualitative level of the 
accounting information. 
H3: The managers’ tendency to manipulate the accounting figures and to distort the true 
and fair view from the financial statements is influenced by their ethical behaviour. 
In developing the questionnaire we used the Likert scale with 5 levels of appreciation. For 
the analysis and confirmation of the feasibility of the questionnaire and of the 
measurement scale, we used Cronbach Alpha method.  
4.Discussions 
Further we achieved an analysis of the validity of the research hypotheses on the manager 
sample group, as well as the generalization of the results to the total manager population. 
H1: The managers’ inclination to take risks is closely related to their tendency 
towards accounting manipulation.  
The questions on the basis of which we shall test the validity of this research hypothesis 
are:  
II.10. A loss of 20,000 euro affects you more than a gain of 20,000 euros?  
II.14. Assuming that you are driving a car, when seeing the yellow traffic light, would you 
choose to speed up or to slow down?  
II. 16. Do you agree to a change in accounting policy that would affect the true image but 
is favourable to the image of the company?  
II. 17. Would you borrow from different lenders in order to ensure future payments? 
Înclinaţia managerilor de a-şi asuma riscuri este evaluată pe baza răspunsurilor la 
întrebarările II.10, II.14 şi II.17.  
Looking at the obtained figures, we can conclude that managers in the sample have a 
relatively balanced distribution in terms of propensity for risk. If those who assume the risk 
of borrowing, to ensure future payments, have a 45,3% weight at the sample level, the 
percentage of those who do not accept this risk is 35.5%. As for the extent to which 
managers are affected by a loss or a gain of 20,000 euros, 72,4% of managers believe 
they are more strongly affected by a loss than by a gain of an equal value. At the same 
time, 41.1% of respondents would choose to accelerate at the yellow traffic light while the 
rest would slow down. Question II.16 Do you agree to a change in accounting policy that 
would affect the true image but is favourable to the image of the company? evaluates the 
willingness of managers to resort to accounting manipulation. More than half of the 
managers in the sample are willing to change an accounting policy that could bring image 
benefits to the company, while 25% would not resort to this method. We proceed to 
validate hypothesis H1 using method χ2 – Chi-square.  
We shall determine the mean scores for assessing the managers’ propensity for risk, 
granting points, from five - to those with a greater propensity for risk (response Strongly 
agree) -, to one - to those presenting risk aversion (response Strongly disagree). We also 
gave 5 points to those who would accelerate at the yellow traffic light and 1 to those who 
would stop. The table of recalculated frequencies of bidimensional distribution between 
the scores determined from the responses on the managers’ propensity for risk, 
respectively their availability for accounting manipulation is presented bellow.  
 

Table 1. Table of  recalculated frequencies 

Variants of answers II.16 Accounting  
                               Manipulation  
 
Average scores  
II10, II14, II17 

1.00 2.00 3.00 4.00 5.00 Total 

(1.5-2] 1.93 1.81 1.22 3.70 0.34 9 

(2-2,5] 9.03 8.44 5.69 17.27 1.57 42 
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(2.5-3] 12.25 11.45 7.72 23.44 2.13 57 

(3-3.5] 3.65 3.42 2.30 6.99 0.64 17 

(3.5-4] 12.47 11.65 7.86 23.85 2.17 58 

(4-4.5] 6.02 5.63 3.79 11.51 1.05 28 

(4.5-5] 0.64 0.60 0.41 1.23 0.11 3 

Total 46 43 29 88 8 214 

Source: drawn up by the author based on the answers from the questionnaires 
Since the χ2 calculated = 129,53 and this value is much greater than 0, it can be said that 
at the level of the sample there is a relationship between the variables analyzed, thus the 
managers’ propensity for risk is correlated with their tendency towards accounting 
manipulation. To extend our results to the total population - all managers in Arad county 

- the following  assumptions are issued: 0χ:H
2

0 = , 0χ:H
2

1 ¹  

The calculated value, 129.53, is compared to the table value determined for 4 degrees of 
freedom and  a probability of 95%, which in our case is 36.41%. Since the calculated 
value is greater than the table  value, the null hypothesis is rejected and the hypothesis 
H1 is accepted as true, so there is a correlation between the managers’ propensity to risk 
and their tendency towards accounting manipulation and, moreover, its intensity is high, 
as the difference between the two values, the calculated one and the table, critical one, is 
significant. In conclusion the hypothesis H1: the managers’ inclination to take risks is 
closely related to their tendency towards accounting manipulation is validated both at the 
sample level and at the total population level.  
 The field literature takes into account a series of phenomena which encourage the 
existence and occurrence forms of creative accounting. Among these are: accounting 
treatments (options) used for the solving of the same case, treatments which have a 
different effect on the financial position and performances of the company, the freedom 
degrees allowed by accounting, the owner expectations to obtain more favourable 
dividends, the wish for fiscal optimization, manager expectations regarding the  financial 
position and performance of the company. 

H2: The managers’ motivation for performance determines the qualitative level of 
the accounting information 
The questions on the basis of which we shall test the validity of this research hypothesis 
are:  
II.18. Do you think that bigger incentives offered to managers always contribute to the 
increase of company performance? 
 II.3. How do you evaluate  the importance of the following qualitative 
characteristics of accounting information - Transparency, Intelligibility, Relevance, 
Credibility, Comparability, and Opportunity? 

Manager motivation towards performance is evaluated based on the answers 
to question II.18. 

Table2.  Manager opinion regarding the relationship between manager motivation 
and company performance 

Answer options 
 
Absolute 
frequencies 

Relative  
simple 

frequencies 

Cumulative  
relative 

frequencies  

Decreasing 
cumulative 

relative 
frequencies  

Total disagreement 13 6.1% 6.10% 100 % 

Disagreement 41 19.2% 25.30% 93.90% 

Indifference 45 21% 46.30% 74.70% 
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Agreement 101 47.2% 93.50% 53.70% 

Total agreement 14 6.5% 100 % 6.50% 

Total 214 100 % - - 

Source: drawn up by the author based on the answers from the questionnaires 
Looking at the table above we can conclude that the managers included in the sample 
group believe in their majority (53.7%) that manager motivation directly influences its 
performance, only 25.3 % believe that these do not have any effect on the performance 
of the managed entity. 
According to the answers to question II. 3 (How do you evaluate the importance of the 
following qualitative characteristics of accounting information - Transparency, 
Intelligibility, Relevance, Credibility, Comparability, and Opportunity?), almost half of the 
managers included in the sample group believe that the most important characteristic of 
accounting information is credibility followed by transparency and intelligibility. The least 
appreciated quality is opportunity.   
In order to test the existence of a correlation between the two variables we will use the 
Pearson Correlation Coefficient. This coefficient is parametric as it can be used only in 
the case of numerical variables. This is why we assigned importance scores to the 
different answer categories. Therefore, for the answers to question II.18 we  
assigned points from 1 - for total disagreement to 5 – total agreement, also for the answers 
for question II.3 – points from 1 – for “unimportant” to 5 – “of utmost importance”. 
The distribution of scores for question II.18 and of average scores for II.3 are presented 
in the following correlation table:  
 
Table 3. Distribution of scores for question II.18 and of average scores for question  
II.3 

Answers II.3 
Answers II.18 

[3-3.5] (3.5-4] (4-4.5] (4.5-5] Total 

1.00 1 3 3 6 13 

2.00 3 14 8 16 41 

3.00 9 16 7 13 45 

4.00 14 45 26 16 101 

500 4 3 2 5 14 

Total 31 81 46 56 214 

Source: drawn up by the author based on the answers from the questionnaires 
 

In order to measure the intensity of the connection between the two variables, we will 
determine the Pearson Correlation Coefficient. 
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Table 4. The Pearson Correlation Coefficient between the variables that indicate 
manager motivation and the importance attributed to the quality of accounting 

information. 

  

Motivarea  
managerilor 

Importanţa 
atribuită  
calităţii 

informaţiilor 
 contabile 

Manager motivation Pearson 
Correlation 

1.000 -0.157* 

Sig. (2-tailed) - 0.021 

N 214 214 

Importance attributed  
to the quality of accounting 
information 

Pearson 
Correlation 

-0.157 1,000 

Sig. (2-tailed) 0.000 - 

N 214 214 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

Source: drawn up by the author based on the answers to the questions and with the help 
of SPSS 
 
In our case, we determined the value of this coefficient with the help of the v. 16 SPSS 
program, this being -0.157. As we can see in table 6.42, for a significance level different 
from 5% the value is significantly different from 0, which confirms the existence of a 
relationship between the two variables for both the sample group and the total population. 
Moreover, as the correlation coefficient is negative, the relationship between manager 
motivation towards performance and the qualitative level of the accounting information is 
a reversed one, and these affirmations are guaranteed with a probability of 95%. 
In conclusion: The H2 Hypothesis: manager motivation towards performance determines 
the qualitative level of the accounting information is validated for both the sample group 
and the total population. 
Recent research has begun to regard the value of having a board of directors or some 
very competent managers, or at least managers with ethics. Due to the crisis of credibility 
connected with the problems encountered by the companies Enron, WorldCom etc. and 
the responsibility that was enforced upon the boards of directors by the 2002 Sarbanes-
Oxley law, more and more papers started to measure the impact on share prices for the 
companies whose management was rated as average or above average. Although the 
results cannot be yet empirically demonstrated, the high interest for company 
management indicates the fact that investors are beginning to be interested in ethics as 
a non-corporeal asset. The study recommended by Elitzur (2011) establishes that 
bounded rationality and the ethical compass play an important role in the manager 
decision. The study aims at answering the question: Why would managers engage in 
actions that could ruin their lives? One conclusion of the study is related to the fact that 
accounting manipulation can appear only in a world with managers who subscribe to 
different definitions of the word “ethics”. We tend to agree, in the sense that managers 
have a greater or lower inclination to intercede with the authenticity of accounting 
information, also depending on their behaviour and ethical principles and values to which 
they comply in their private and professional lives. 
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H3: The managers’ tendency to manipulate the accounting figures and to distort 
the true and fair view from the financial statements is influenced by their ethical 
behaviour. 

As follows we will proceed to validate this hypothesis, starting from the answers 
given by the managers in our sample group to the questions:  

II.16. Do you agree with the changing of the accounting policy which distorts the 
true image but that is favourable to the company image?  

II.24. Does ethics constitute a priority in the process of management decision 
making?  

We will proceed to validate the H2 hypothesis with the help of the χ2 method. 
Table 5 presents the bidimensional distribution between the scores determined based on 
the answers regarding the two variables. 

Table 5. Distribution of answers to the questions regarding the variables used in 
the validation of the H3 hypothesis  

       Do you 
agree with the 

changing of 
an accounting 

policy 
 

? 
Is ethics a 
priority? 

Total 
disagreement 

Disagreement Indifference Agreement 
Total  

agreement 
Total 

Total 
disagreement 0 2 3 0 1 6 

Disagreement 0 1 0 2 0 3 

Indifference 2 2 4 10 0 18 
Agreement 4 31 18 71 4 128 
Total 
agreement 5 7 12 32 3 59 

Total 11 43 37 115 8 214 

Source: drawn up by the author based on the answers from the questionnaires 
The majority of managers in our sample group (187 out of 214, representing 87.38%) 
believe that ethics is a priority in decision making. The answers somehow contradict those 
given to the question regarding the changing of the accounting policy which distorts the 
true image, but which in favourable to the company image, as the majority of managers 
agree (57.47%). There should be a reversed correlation between the two variables. In 
order to be able to confirm this hypothesis we will codify the answers: we assign to the 
answers values from 1 to 5 – Total disagreement (1 point) to Total Agreement (5 points). 
The correlation coefficient obtained with the help of SPSS is 0.056, so the hypothesis of 
a reversed relationship at the sample group level is thus not confirmed. The value does 
not significantly differ from 0 in the total population either, the value being too close to 0 
In conclusion the H3 research hypothesis: Manager tendency towards doctoring the 
accounting figures and distorting the true image from the financial situations is influenced 
by their ethical behaviour is not validated. 
 
5.Conclusions 
Our empirical research based on a survey among the romanian managers from Arad 
aimed to analyze their behavior regarding the usefulness of financial accounting 
information and to interpret the managers’ tendency towards manipulation or strategic 
management of results. The questionnaires were posted on a website but some of them 
were applied directly in the field to ensure a response rate of at least 30%. Three research 
hypotheses were formulated in order to identify a possible tendency to resort to creative 
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accounting techniques to create a better image of the company, from which two were 
validated and one was rejected. As a result of hypotheses testing has found that for the 
county of Arad there is an increased interest of the managers to improve the quality of the 
financial accounting information; it is noticed their inclination to the manipulation of the 
accounting figures. Another conclusion is that most of the managers from the sample we 
analyzed believe that using ethics is a priority in taking decisions, even if  57,47% of 
theese would change an accounting policy that would affect the true image but would be  
favorable to the image of the company We believe that our research adds value to local 
specialized literature, considering the few studies that have been written on this area, but 
to validate the results, this research should be expanded. The reaction of managers 
concerning to our investigation was a positive one, beeing interested on the study results 
and on their interpretation. The limits of our approach are given by the size of the selected 
sample and also by the extension of the results to the level of the total population 
As future research we intend to test the reaction of the professional accountants in our 
country regarding the phenomenon of creative accounting. In this view, we applied  a 
survey to auditors in Arad county. Their answers will be analyzed in accordance to the 
most frequently encountered type of companies and creative accounting practices. 
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