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A critique of creative accounting from the perspective of financial
reporting quality

Ghadir Sorani *
Ali Amini Jeshoghani?

Abstract

The freedom to choose different accounting procedures in recording some financial events has caused
managers and accountants to abuse this opportunity and use accounting as a tool for securing their
personal interests. Although the appearance of these measures is legal, they contradict the spirit of
accounting and mislead users of the information published by companies. Creative accounting has
been formed in the context of this discussion in the financial literature. Therefore, it can be stated that
creative accounting is a factor in reducing the quality of financial reporting. In this study, the
interaction of creative accounting with independent auditors and the effects it can have on financial
reporting from various aspects have been reviewed. Based on the review of previous literature, it can
be stated that although creative accounting provides opportunities for management to present a better
image of the company, its negative effects on stakeholder trust should not be ignored. Therefore, the
need to create more restrictions on the use of accounting procedures, especially in cases that have
profit and loss effects, is felt more than ever before in order to bring accounting to its true position,
which is a highly objective report of financial events.
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