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Financial statements are the most important set of financial information for economic
decision-makings, the validation of which is the main task of the auditor. Auditing is
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inherently performed with judgment and decision-making, and the results are influenced by
the characteristics of the decision-makers, i.e., the audit partners. The audit firm partner, as
the leader of a team, assumes the primary responsibility of the audit firm. These partners,
like everyone else, have different personalities, including varying degrees of narcissism that
may be involved in their audit work. In order to achieve the research goal, 130 companies
among the companies listed on the Tehran Stock Exchange during the years 2016 to 2022 by
systematic elimination sampling method, and a total of 910 years-companies were
considered for analysis. in this study, audit quality is measured by the two criteria of
earnings quality of Dechow and Dichev (2002) and audit error and the size and
characteristics of the partner's signature (counterclockwise signature, signature complexity,
vertical lines, name writing) have been used to measure partner narcissism. The results
show that the auditor's narcissism has a positive relationship with audit quality. Also, in
sensitivity tests, it was shown that the narcissism of partner in the first-ranked audit firms
has a major and significant effect on improving the quality of the audit. The results show
that narcissistic audit partners due to their commitment to competency and independence,
their presence in audit firms leads to improved earning quality and also reduced audit error.
In fact, the narcissistic partners are less influenced by customers in order to maintain their

popularity and to prove their superiority and as a result, the quality of auditing increases.
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Introduction

Narcissism is a personality trait rooted in
psychological theory, narcissism is a complex
concept that may affect auditor independence and
competence in various ways. More narcissistic
partners see themselves as the most important
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factor in any situation, which devalues their core
clients. In addition, they tend to ignore the views
of others by prioritizing their own views (Byrne
and Worthy, 2013). Therefore, for narcissistic
auditors, maintaining the image of a smart
protector is more important to gain the respect and
admiration of peers than to please clients. In
addition, Maccoby (2003) argues, narcissistic
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individuals do not follow constraints and resist
both succumbing to herd mentality and conforming
to social pressure, prioritizing their independence.
Although they risk losing major customers, such
potential deviations are less noticeable to
narcissists, who are usually risk-takers in order to
achieve their goals without worrying about
negative consequences (Maccoby, 2003). Finally,
narcissistic auditors' need for constant recognition
and attention suggests that more narcissistic
partners are eager to gain a reputation as the best in
the field in addition to maintaining their
independence (Raskin and Howard, 1998). Taken
together, previous research suggests that more
narcissistic auditors are more likely to remain
independent rather than succumb to client pressure.
The result is that narcissism improves partner
independence, which leads to higher audit quality.

From a cognitive perspective, narcissistic partners
are more likely to stick to their own opinions and
less likely to accept the client's manager's
justification when evaluating the appropriateness
of accounting procedures and estimates. These
people reach their judgments independently of
others' judgments (Byrne and Worthy, 2013). The
judgmental independence of narcissistic partners
suggests that they are less likely to be deceived by
false information provided by clients. This, in turn,
increases the likelihood of detection of violations
by partners, which means greater competence of
the auditor. Based on this, auditor narcissism may
reduce the potential of managers to abuse the
authority provided in the standards to distort
financial reporting and, as a result, lead to higher
audit quality. Chou et al. (2021) relied on the size
of partner signatures on audit reports in Taiwan to
measure their narcissism and found that audit
quality increased with partner narcissism.

On the other hand, psychological research shows
that narcissistic leaders dominate the decision-
making process and tend to ignore the opinions of
others, leading to poor group decision-making
outcomes. In this regard, Cameran et al. (2022),
also using the audit partner's signature size to
measure narcissism in British companies, found
that as narcissism increases, auditors' willingness
to tolerate client profit management increases. In
other words, it can be said that the quality of

financial reporting will decrease. Church et al.
(2020) also obtained similar results regarding the
negative relationship between partner narcissism
and audit quality.

In summary, personality theories derived from
psychological research have made conflicting
predictions about how narcissism shapes auditor
partner competence. Therefore, the research
hypotheses are formulated as follows:

The main hypothesis: The narcissism of audit
partners has an effect on audit quality.

Sub-hypotheses:
1. Audit partner narcissism has an effect on
earnings quality.

2. The narcissism of audit partners has an
effect on the quality of earnings.

3. The narcissism of auditing partners has an
effect on audit error.

4. The narcissism of audit partners has an
effect on audit error.

Methodology

In the current research, regression using robust
standard error method was used to solve problems
such as heterogeneity of variance and
autocorrelation of errors (Petersen, 2009). The
statistical population of the research includes all
the companies present in the Tehran Stock
Exchange during the period of 2001-2015, after
applying the following restrictions, 130 companies
(910 company-year observations) from the total
number of companies admitted to the Tehran Stock
Exchange remained for the society in were
available for study. It is worth mentioning that the
data was collected manually from the audited
financial statements of stock companies published
on Kodal websites and the information announced
by the community of official accountants. Also, the
final data analysis has been done with the help of
Stata software.

5. These companies should not be part of
holding companies, leasing companies,
credit institutions and banks.
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6. The companies have maintained their
membership in the Tehran Stock Exchange
during the period under review.

7. The data required for this research should
be available for the sample companies.

Results and Discussion

The results of the test of the first sub-hypothesis of
the research show that when the supervising
auditor's partner has narcissistic characteristics, the
reported profit of the companies has a higher
quality. For the partner in charge of the audit, the
results have shown that the presence of narcissistic
auditors in companies leads to higher profit
quality. Therefore, the test results of the first and
second sub-hypotheses are confirmed. Thus, it can
be stated that when narcissistic auditors make their
judgments about the appropriateness of corporate
reporting, they stick to it strongly and are less
convinced to accept the potentially opportunistic
financial reporting preferences of clients, which is
a factor in increasing the quality of corporate
earnings.

The results of the third and fourth sub-hypotheses
of the research show that when the supervising
auditor's partner has narcissistic characteristics, he
tries to examine the financial statements with more
effort and this leads to a reduction in the audit error
level. For the responsible audit partner, the results
have shown that the presence of the narcissistic
responsible auditor partner in companies leads to
the presentation of reports with fewer errors,
ultimately leading to higher audit quality.
Therefore, the test results of the fourth and third
sub-hypotheses are confirmed. Thus, it can be said
that narcissistic auditors do not care much about
losing clients and only seek to maintain their
reputation as the best in the profession, therefore,
narcissistic auditors are in a better position to
identify accounting errors and report them. They
are the ones that indicate the auditor's higher
competence.

Conclusion

The findings of this research show that the high
narcissism of the responsible partner and the audit
supervisor leads to the reduction of audit errors
and the issuance of acceptable reports and the
improvement of profit quality. Therefore, it can be

stated that narcissistic auditors provide high-
quality audit reports due to their adherence to
competence and independence. Such a finding
indicates that in audit institutions, since it is not
possible to implement quality control processes at
the level of institutions completely, therefore, in
such circumstances, audit quality is more
influenced by partners and their planning and
implementation. The results of this research are in
line with the results of Byrne and Worthy (2013),
He et al. (2016), Nevicka et al. (2016),
Mohammadi et al. (2021) and Cho et al. (2021).
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