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ABSTRACT
In this three-essay dissertation I explore the extent to which individual differences,
specifically narcissism, in CEOs might be useful for advancing the understanding of executive
behavior. I begin by discussing the nature of narcissism. Next, I develop propositions relating
CEO narcissism to strategic, interpersonal, and symbolic aspects of executive behavior. In the
second essay, I investigate the impact of two different sources of CEO confidence on risk-taking
behavior. I propose that in the face of a given decision, capability cues and dispositional
narcissism affect a state of confidence in CEOs, which in turn leads to risk-taking behavior. I
discuss three kinds of capability cues – recent organizational performance, recent media praise
for the CEO, and recent CEO awards – that can contribute to CEO confidence. I find evidence
that, in general, CEOs engage in greater levels of risk-taking in response to capability cues.
However, less narcissistic CEOs are more sensitive to objective performance cues than high
narcissistic CEOs are. High narcissistic CEOs are more sensitive to social adulation than their
less narcissistic counterparts are. In the third essay, I explore the credit-taking and blamedeflecting aspect of narcissistic CEOs. I find evidence that following poor performance,
departure of top managers increased much more for high narcissists than they did for low
narcissists. In addition, after poor performance, high narcissists did not lower their share of
executive pay as much as did low narcissists.
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Chapter 1
INTRODUCTION
For the last twenty years, researchers have provided considerable evidence that
executives‘ characteristics – including their values, cognitive styles, and experiences – have
significant effects on firm-level outcomes (cf. Carpenter, Geletkanycz, & Sanders, 2004;
Finkelstein, Hambrick, & Cannella Jr., 2009). Within this stream of research, considerable
attention has also been devoted to executive personality (cf. Flynn & Staw, 2004; Gupta &
Govindarajan, 1984; Miller, Kets De Vries, & Toulouse, 1982; Wally & Baum, 1994) – not
only in the field of strategic management, but also in finance (Malmendier & Tate, 2005),
mainstream economics (Bertrand & Schoar, 2003), and psychology (Peterson, Smith, Martorana,
& Owens, 2003).
One personal quality that has often been observed in some executives, and commented
upon by organizational scholars (Lubit, 2002; Maccoby, 2003) and journalists (Deutschman,
2005; Vogel, 2006), is narcissism. Narcissists have very inflated self-views and are preoccupied
with having those self-views continuously reinforced (Campbell, Goodie, & Foster, 2004). As
such, narcissism in chief executive officers (CEOs) can be expected to have an impact on
organizational strategy, structure, and process. Despite the apparent significance of CEO
narcissism for organizational outcomes, very little research has been done on the topic; and, for
the most part, that work has been driven by case study research and theoretical speculation (Kets
de Vries, 1995; Kets de Vries & Miller, 1985; Maccoby, 2003). Only recently have
organizational scholars attempted any large scale systematic examination of narcissism in CEOs;
that evidence suggests that narcissistic CEOs undertake strategic grandiosity and dynamism, and
engender extreme and volatile firm performance (Chatterjee & Hambrick, 2007a).
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Building on the initial work by Chatterjee and Hambrick (2007a), in this three-essay
dissertation, I study narcissism in CEOs, first elaborating on how narcissism differs from other
concepts of self-regard, and then empirically examining the effects of the narcissism of CEOs on
their risk-taking, and on their credit-taking and blame-deflecting behaviors.

1.1. Essay 1
In the first essay, I feature the promise of narcissism as a concept for advancing the
understanding of executive behavior. I begin by discussing the nature of narcissism and
explaining narcissism in terms of four descriptive elements. Next, I develop propositions relating
CEO narcissism to strategic, interpersonal, and symbolic aspects of executive behavior. I argue
that in the strategic realm, narcissistic CEOs will tend to make grandiose, dynamic, fast, and
novel decisions. Interpersonally, narcissistic CEOs will tend to recruit and maintain submissive
top management teams. They will hoard the glory after good firm performance and deflect the
blame on others after bad firm performance. In the symbolic domain, narcissists have greater
chances of being perceived as charismatic and of becoming celebrity CEOs. However, after poor
performance, the chances of their vilification are higher than that for less narcissistic CEOs.

1.2. Essay 2
In the second essay, I investigate the impact of two different sources of CEO confidence
on the magnitude of, and change in, risk-taking behavior. I propose that in the face of a given
decision, capability cues and dispositional narcissism engender a state of confidence in CEOs,
which in turn leads to risk-taking behavior. I discuss three kinds of capability cues that can
contribute to CEO confidence: recent organizational performance, recent media praise or scorn
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for the CEO, and recent CEO awards. Then, I discuss how CEO narcissism feeds confidence.
Next, I present a simple model of capability cues interacting with CEO narcissism to generate
three possible scenarios.
A primary purpose of this essay is to explore the interaction of capability cues and
narcissism on change in executive risk-taking. I propose three alternative scenarios for
interactive effects of capability cues and narcissism on change in risk-taking. The ‗combustible
combination‘ hypothesis posits that positive capability cues cause the self-enhancing narcissist to
engage in hyper-risky behavior, beyond what would be predicted from the cues and the
executive‘s disposition alone. If positive capability cues enhance confidence, negative capability
cues can dampen confidence. The ‗need for self-authentication‘ hypothesis envisions that both
confidence-dampening and confidence-enhancing cues trigger extreme risk-taking behavior in
narcissists. Following negative feedback, narcissistic CEOs may take extraordinary risks, in an
effort to restore their slighted image and boost their threatened ego. A third possibility is the case
of ‗narcissistic self-sufficiency‘. In this scenario, narcissists (unlike less narcissistic individuals)
are not responsive to contextual cues about their ability. They are not buoyed up by positive
cues, nor are they deterred by negative cues. Instead, narcissists are oblivious to context, and
they take extreme risks regardless of recent feedback.

1.3. Essay 3
In the third essay, I explore the credit-taking and blame-deflecting aspect of narcissistic
CEOs. I propose that the general predictions of the ‗romance of leadership‘ studies will be
moderated by narcissism in CEOs. After good firm performance, narcissistic CEOs will engage
in glory-hoarding over and above what will be attributed to them by their followers.. However,
after poor firm performance, narcissistic CEOs will divert the blame inflicted on them by others
3

and engage in more blame-deflecting behavior than other CEOs. Under cases of poor
performance, the departure rates of subordinates of narcissistic CEOs will be exceptionally high,
primarily because of scapegoating. Finally, I discuss why the attributional styles of narcissistic
CEOs might engender flawed learning on their part, reflecting an inability to comprehend or
learn from failures.

1.4. Data and Methods
I tested these ideas empirically on a large sample of CEOs in industries where a)
executive characteristics can be expected to have variance, b) the environment is not tightly
constrained by regulatory norms, and c) there are a large number of publicly listed firms.
According to Finkelstein and Hambrick‘s (1987) original conceptualization, these are highdiscretion industries. I collected archival data from two such industries: the computer hardware
and software industry (discretion rating: 6.89) and variety stores (discretion rating: 5.66) or
electro-medical apparatus (discretion rating: 6.72) industry (for rating scores, please see
Finkelstein & Hambrick, 1996). I used an index of narcissism based on unobtrusive indicators:
the prominence of the CEO‘s photograph in annual reports, the CEO‘s relative prominence in
press releases, the CEO‘s cash and non-cash pay relative to the second-highest paid executive in
the firm – all measured in the second and third years of each CEO‘s tenure.
I measured capability cues (recent performance, media praise, and awards) annually for
every year after the third year of each CEO‘s tenure. Measures of the level of risk-taking,
changes in risk-taking behavior, changes in CEO pay, and departures of top managers temporally
followed the measures of the independent variables. Because many firms had multiple
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observations, I used generalized estimating equations (Liang & Zeger, 1986), which derive
maximum likelihood estimates and control for non-independent observations.

1.5. Expected Contribution
Traditionally, research on the narcissism of top executives has been descriptive, the
theories psychoanalytical, and the evidence anecdotal. Recently, in a first attempt on a large
scale empirical study on CEO narcissism, Chatterjee and Hambrick (2007a) opened up the
promise of narcissism as a salient construct for macro-organizational researchers. Their index of
unobtrusive indicators – high relative compensation, frequent self-referencing in conversation,
and inflated self-portrayals in company communications – aligned with the various elements of
narcissism, and predicted, as hypothesized, that narcissistic CEOs undertake grandiose and
dynamic strategies that deliver extreme and fluctuating performance. Building on the idea that
narcissism can be systematically studied in large samples, in this dissertation, I lay out a more
complete agenda for research on narcissism in executives.
The two empirical essays are likely to be useful for both theoreticians and practitioners.
The second essay addresses the question: Why do some CEOs take more risk than others?
Theoretically, we will have a better understanding of why executives with different personal
qualities engage in risk-taking behavior. The third essay is guided by the question: Do some
CEOs engage in self-serving behavior a lot more than other CEOs? This essay is likely to throw
light on why and how of executive compensation, the mechanisms of maintenance of CEO
reputation and status, and the justification of organizational performance.

5

Chapter 2
NARCISSISM IN CEOS: RECONCILIATION WITH CONCEPTS OF SELF-REGARD
AND IMPLICATIONS FOR EXECUTIVE BEHAVIOR

In his boastful autobiography Mean Business: How I Save Bad Companies and Make
Good Companies Great, Albert J. Dunlap, erstwhile chief executive officer of Sunbeam
Corporation, wrote about how he ‗Dunlapped‘ the firm, defining the word in his last chapter:
Dunlap (dun-lap) vt [after Albert J. Dunlap (1937-)]
1. To turn a company around at lightning speed. 2. To focus on the best; eliminate what is
not the best. 3. To protect and enhance shareholder value (Dunlap, 1996: 271).

By then, Dunlap had acquired epithets such as ‗Rambo in pinstripes,‘ ‗Chainsaw Al,‘ and ‗The
Shredder.‘ At Sunbeam, Dunlap had drastically downsized thousands of employees, closed down
two-thirds of the warehouses, eliminated half of the factories, got rid of three-quarters of the
field offices and scrapped eighty-seven percent of the existing product line (Canedy, 1997).
Dunlap had dynamic and grandiose plans for Sunbeam, and, true to his self-professed strategy,
wanted to achieve a lot with great speed. Other top executives at Sunbeam were fearful of
Dunlap‘s ‗torrential harangue,‘ and ‗their knees trembled and stomachs churned (Byrne, 1999).‘
Paradoxically, in spite of his indomitable high-handedness and self-aggrandizement,
others‘ opinion of his competencies was of great importance to Dunlap. To live up to analysts‘
predictions of Sunbeam‘s surging profits, distributors were instructed to store Sunbeam products
in warehouses already overflowing with unsold merchandise. Personality theorists would argue
that Dunlap‘s self-admiration, exhibitionism, exploitative techniques, superiority and arrogance,
and the need of creating a drama that would attract even more admiration might be indicative of
his narcissistic tendencies (Bogart, Benotsch, & Pavlovic, 2004; Emmons, 1987). The effects on
6

the firm were for real. Sunbeam‘s stock price went through a roller coaster ride - soaring from
$12 a share to $53 a share, then plummeting to $11 - and the firm was declared bankrupt in 2001.
The insight that personal qualities of CEOs have an impact on the firms they lead is not
new. For the last twenty years, researchers have provided considerable evidence (cf. Finkelstein,
Hambrick, & Cannella Jr., in press) that executives‘ personal qualities and preferences have
significant effects on strategic processes (Wally & Baum, 1994), strategic choices (Miller et al.,
1982), organizational structures (Miller & Droge, 1986), and even broader sets of stakeholders
(Flynn & Staw, 2004). Executives with more internal locus of control tended to pursue riskier
projects, engaged in greater technological innovation and encouraged a more differentiated
organizational structure (Miller et al., 1982). CEOs scoring high on emotional stability and
agreeableness maintained cohesive top management teams; those who scored highly on openness
to experience were more likely to take risks and encourage intellectual flexibility in their
executive teams (Peterson et al., 2003).
Research on narcissism in top executives, however, has almost always been descriptive
and the evidences anecdotal, such as that of Dunlap‘s. Many of these descriptions have relied on
psychoanalytic theories (e.g., Kets de Vries & Miller, 1985), which treat narcissism as an
extreme personality disorder. Psychology scholars, however, have routinely showed that
narcissism is a personality characteristic, and executives can be expected to have – as they do on
other psychological constructs (e.g., Miller & Droge, 1986) – low, moderate and high scores on
their narcissistic tendencies. Recently, in a study on CEO narcissism, Chatterjee and Hambrick
(2007) opened up the promise of narcissism as a salient construct for macro-organizational
researchers. Their index of unobtrusive indicators – high relative compensation, frequent selfreferencing in interviews, and inflated self-portrayals in company communications – aligned
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with the various elements of narcissism, and predicted, as hypothesized, that narcissistic CEOs
undertake grandiose and dynamic strategies that deliver extreme and fluctuating performance.
Defined as those who have very inflated self-views and who are preoccupied with having
those self-views continuously reinforced (Campbell et al., 2004), narcissistic executives can have
an impact on important organizational outcomes. A narcissistic CEO may promote a grandiose
and unrealistic strategy due to their exhibitionistic tendencies, and strong need for selfaffirmation. Because of their sense of superiority, strong sense of entitlement, lack of concern for
others‘ feelings, and a constant desire to be in the limelight, narcissist CEOs may find it difficult
to work effectively with their top management teams (Lubit, 2002). The narcissist‘s self-serving
explanation of events, especially glory-hoarding and blame-deflecting tendencies, may increase
their likelihood of becoming celebrity CEOs (Hayward, Rindova, & Pollock, 2004b). Clearly,
the possibilities are many. I begin this paper by delving more deeply into the nature of
narcissism. I lay out a conceptual reconciliation of narcissism and several other prominent
concepts that have been used to tap CEO self-regard. In addition, I offer an expansive set of
implications of narcissism in the executive suite.
Narcissism comprises a growing body of constructs that deal with executive self-regard
(Chatterjee & Hambrick, 2007a; Flynn & Staw, 2004; Hayward & Hambrick, 1997; Kets de
Vries & Miller, 1985; Khurana, 2002; Malmendier & Tate, 2005). These constructs, arguably,
‗go hand in hand‘ (Kets de Vries, 1995: 218) and include, among others, locus of control (Rotter,
1966), core self-evaluations (Judge & Bono, 2001), managerial optimism (Lovallo & Kahneman,
2003), hubris (Hayward & Hambrick, 1997) and personalized charisma (House, Spangler, &
Woycke, 1991). Core self-evaluations is a broad, evaluative, and fundamental disposition
comprising the four traits of self-esteem, generalized self-efficacy, locus of control, and
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emotional stability; dispositional optimism is a generalized expectancy of good outcomes for the
future (Scheier & Carver, 1987); hubris is a state of extreme confidence triggered by a
combination of capability cues and one‘s internal disposition; and charisma is a complicated
combination of leader attributes such as high self-confidence, verbal ability, and need for
influence (House, 1977), and follower behaviors such as voluntary compliance and personal
sacrifices (Shamir, House, & Arthur, 1993).
Yet, while we are familiar with the general import of these constructs, we know little
about the similarities and differences amongst them. Narcissism, for example, has high
correlations with self-esteem (Emmons, 1984), optimism (Weinstein & Lachendro, 1982),
charisma (Deluga, 1997), and overconfidence (Campbell et al., 2004). As we shall see, all the
self-regard constructs have what Higgins and colleagues have called a common promotion-focus,
or a tendency to approach outcomes in terms of future aspirations and possible accomplishments,
rather than protecting the status-quo and avoiding possible failures (Crowe & Higgins, 1997;
Higgins, 1997; Higgins, 1998; Molden & Higgins, 2005).
On the other hand, there are significant differences between narcissism and the other
constructs. Affective extremity is a common characteristic of narcissists (Emmons, 1987), and
they are not as emotionally stable as are people who have high core self-evaluations (Judge,
Erez, Bono, & Thoresen, 2003). Narcissists accentuate the positive, as do the optimists (Farwell
& Wohlwend-Lloyd, 1998), but optimists might not be narcissists. Unlike narcissism, which is a
psychological trait, hubris is a psychological state (Chatterjee & Hambrick, 2007a), and charisma
is a special relationship between the leader and the followers (House et al., 1991). In this paper, I
will go to greater length to reconcile narcissism with three self-regard constructs – core selfevaluations, dispositional optimism, and hubris – and emphasize, specifically, the promise of
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narcissism. Theoretical precision about narcissism, in particular, is important because the
construct is, as Christopher Lasch said, ‗readily susceptible to moralistic inflation‘ due to the
tendency to equate narcissism with everything ‗selfish and disagreeable‘ (1991: 32).
Narcissistic executives, defined, again, as those who have very inflated self-views and
who are preoccupied with having those self-views continuously reinforced (Campbell et al.,
2004), can have significant strategic, interpersonal and symbolic consequences. I conjecture that
in the decisional realm, narcissistic CEOs will tend to make grandiose, dynamic, fast and novel
decisions. Interpersonally, CEOs with narcissistic tendencies will tend to recruit and maintain
submissive top management teams and they will hoard the glory after good firm performance
and deflect the blame on others after bad firm performance. In the symbolic domain, narcissists
have greater chances of being perceived as charismatic (Agle, Nagarajan, Sonnenfeld, &
Srinivasan, 2006) and, eventually, becoming celebrity CEOs (Hayward, Rindova, & Pollock,
2004a). However, after bad performance, the chances of their vilification are higher than that of
less narcissistic, and low-profile, CEOs (Wiesenfeld, Wurthmann, & Hambrick, 2008).
This paper proceeds as follows. First, I discuss narcissism and its manifestation in CEOs.
Then, I compare and contrast three constructs of self-regard with narcissism: core selfevaluation, dispositional optimism, and hubris. The various strategic, interpersonal and symbolic
consequences of having a narcissistic executive at the helm of a firm are discussed next. I end
this paper with suggestions for future research on narcissism.

2.1. Prior Research on Executive Personality
Hambrick and Mason (1984) first argued that executives confront far more phenomena –
myriad events, trends, and conditions that exist inside and outside the organization – than they
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can comprehend. Confronting this situation is the executive‘s orientation, comprising his or her
psychological characteristics (including values and personality) and observable experiences
(such as age and functional background). This orientation, then, serves as the basis by which the
executive engages in a three-step information filtering process which eventually yields a highly
personalized ‗construed reality.‘ Since then, social scientists have provided considerable
evidence that executives‘ values (Agle, Mitchell, & Sonnenfeld, 1999; Ritchie, Anthony, &
Rubens, 2004; Thompson & Phua, 2005), their educational backgrounds (Tyler & Steensma,
1998), cognitive structures (Day & Lord, 1992; Priem, 1994; Reger & Huff, 1993), thinking
styles (McNamara, Luce, & Tompson, 2002), functional backgrounds (Waller, Huber, & Glick,
1995), and company tenures (Finkelstein & Hambrick, 1990) influence strategic choices,
processes and performance outcomes.
Beyond executive values, cognitions, and functional backgrounds, researchers have also
been interested in executive personality. Drawing from psychoanalytic theory, Kets de Vries and
Miller (1984; 1985) posited that some executives suffer from neuroses that are manifested in
their interpersonal relations and organizational decision-making. In another study, Gupta and
Govindarajan (1984) reported that senior executives who were more willing to take risks, and had
greater tolerance for ambiguity contributed more to the effectiveness of business units which wanted
to grow, as opposed to the ones which wanted to maximize cash flow. Miller and Toulouse (1986)
provided evidence that executives with high flexibility, need for achievement and locus of control
had a significant impact on the strategies, structures and performances of their firms. Wally and
Baum (1994) showed that CEOs with high propensity to act and tolerance for risk associated

positively with the speed of their decision-making. Peterson and colleagues (2003) reported that
personal qualities of CEOs such as conscientiousness, emotional instability, agreeableness,
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extraversion, and openness affect top management team processes, and in turn, impact firm
performance outcomes such as sales growth and returns on investment and assets.
Among the CEO personality characteristics examined, several have been about aspects of
executive self-regard, or the motivation to possess, enhance and maintain positive self-views.
These include locus of control, core self-evaluations, dispositional optimism, hubris, and
narcissism. CEOs with an ‗internal‘ locus of control perceive higher managerial discretion
(Carpenter & Golden, 1997) and tend to deliver better performance (Anderson & Schneier,
1978), especially in stressful situations (Anderson, Hellriegel, & Slocum, 1977). Hiller and
Hambrick (2005) argued that CEOs with high core self-evaluations are likely to persist in their
initiated strategies and deviate from industry standards. Power begets optimism (Anderson &
Galinsky, 2006) leading to risky choices. CEOs infected with hubris, or extreme self-confidence,
tended to pay higher premiums for acquisitions (Hayward & Hambrick, 1997), launch pioneering
products (Simon & Houghton, 2003), and overestimate the returns to their investments
(Malmendier & Tate, 2005). Charismatic CEOs were conceived of as corporate saviors
(Khurana, 2002) and they even attracted external support for their organizations (Flynn & Staw,
2004) and favorable analyst recommendations (Fanelli, Misangyi, & Tosi, 2004).
From a thematic point of view, Chatterjee and Hambrick‘s (2007a) research on
narcissism in CEOs falls within the set of studies that have examined the impact of chief
executives with high positive self-concepts. In addition to examining the explanatory power of
the constellation of constructs that deal with executive self-regard, it is important to understand
and scrutinize the nuances of each such construct in greater detail. This construct clarification
exercise is useful because over the years narcissism, in particular, has gone through ‗many
changes in meaning‘ (Cooper, 1986: 112), has ‗historically suffered from terminologic slippage
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and over-inclusiveness‘ (Goren, 1995: 339) and is ‗one of the most confusing‘ (Pulver, 1970:
319). In the following sections, I discuss how, and in what ways, the concepts of self regard
overlap with each other, and on what aspects do they differ. I start with an overview of
narcissism, describing it in terms of its chief conceptual characteristics.

2.2. Narcissism
Research on narcissism has a long and rich history. The concept of narcissism was
introduced in psychology by Havelock Ellis (1898) to describe people absorbed in selfadmiration. Soon after, Sigmund Freud (1914/1957) explored the behavioral traits of narcissists
and argued that narcissism is a state in which individuals wish to act purely out of desire to strive
for an ideal-self. Over the years, researchers have thought of narcissism as a clinical disorder
(Kernberg, 1975), a social or cultural trend (Lasch, 1991), and, more recently, as a psychological
construct (Raskin & Terry, 1988; Vazire & Funder, 2006). Drawing from the criteria in the
Diagnostic and Statistical Manual for Mental Disorders (American Psychiatric
Association,1968), psychology scholars have developed psychometric scales that have been put
to validity and reliability tests, and refined over the years.

2.2.1. The Nature of Narcissism
Among the psychometric scales that measure narcissism, the Narcissistic Personality
Inventory, or the NPI, is the most used. Emmons (1987) factor-analyzed the NPI and identified
four constituent factors of narcissism. These are (1) Leadership/ Authority (I would prefer to be a
leader); (2) Superiority/ Arrogance (people can learn a great deal from me); (3) Self-absorption/
Self-admiration (I am preoccupied with how extraordinary and special I am), and (4)
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Exploitativeness/ Entitlement (I insist upon getting the respect I deserve). Despite being multifaceted, the dimensions correlated positively and with reasonable uniformity, suggesting a
general second order narcissism factor of self-glorification.
Narcissists consider themselves as superior to others on many agentic traits. They are
highly confident of their capabilities. They perceive themselves as better than average on
qualities such as intelligence, extraversion, and openness to experience (Campbell, Rudich, &
Sedikides, 2002; Gabriel, Critelli, & Ee, 1994). In a recent study, Judge, LePine and Rich (2006)
found that narcissists rate themselves highly on leadership qualities and contextual performance.
As measured by self-reports and social-reports of performance, narcissists tend to have a strong
self-enhancement bias in self-evaluations of performance (John & Robins, 1994). Irrespective of
real-life accomplishments, narcissists have high congruency between their actual selves and their
idealized selves (Raskin, Novacek, & Hogan, 1991).
Oddly, although narcissists engage in a great deal of self-admiration, they have a strong
need for external reinforcement, or ‗narcissistic supply‘ (Kernberg, 1975). In Freud‘s original
formulation, the ego-ideal ‗besides its individual side, has a social side‘, and it can be ‗the
common ideal of a family, a class or a nation‘ (Freud, 1914/1957: 103). Narcissism, then, by
definition, has a strong social component. Narcissists need people who will applaud and cheer
for them. They perform better during crisis or when others are watching them perform, in a way
that their functioning is diagnostic, or can be singled out (Wallace & Baumeister, 2002).
Narcissists routinely engage in social comparison (Bogart et al., 2004), and pursue the goal of
obtaining continuous external self-affirmation (Morf & Rhodewalt, 2001).
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2.2.2. Four Key Characteristics of the Construct of Narcissism
As a personality construct, narcissism can be thought of as having four key characteristics
that underscore the important defining qualities of individuals, in terms of their thoughts,
emotions and interpersonal functioning styles. As shown in Table 1, these four features of
narcissism include: promotion-orientation, exaggerated attention on self, salience of the public
self, and social dominance orientation. This framework serves two purposes. First, it helps
clarify the meaning of narcissism relative to other constructs of self-regard that are often used to
describe executive characteristics. Second, the four key elements, by explicating the
commonalities and differences amongst the self-regard constructs, are likely to generate greater
theoretical insight, refine operationalizations of the constructs and predict consequences that are
more closely tied to the nature of the construct(s) of interest. In the following paragraphs, I
provide an overview of these constitutive, and distinguishing, elements of narcissism. In the next
section, I compare and contrast the other self-regard constructs in terms of these four dimensions.

2.2.2.1. Promotion Orientation
According to the regulatory focus principle, individuals guide their motives, thoughts,
and behaviors in the pursuit of desired end states by two different routes. They can do so either
by approaching matches or avoiding mismatches to their desired goals (Higgins, 1997).
Individuals with strong promotion goals are inclined to approach matches to the goals.
Individuals with strong prevention goals avoid mismatches to their goals (Shah, Higgins, &
Friedman, 1998). Nurturance needs and strong ideals bring about a promotion focus, whereas
security needs, and strong ‗oughts‘, or duties, induce a prevention focus. A promotion-focus
involves discerning the positive outcomes (presence or absence) and approaching them. A
prevention-focus involves an inclination to notice negative outcomes (presence or absence) and
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avoiding them. In sum, self-regulation with a promotion-focus is geared towards aspirations and
accomplishments, whereas self-regulation with a prevention focus is oriented towards safety and
responsibilities (Crowe & Higgins, 1997; Higgins, 1987; Higgins, 1998).
Researchers have begun to suggest that advances in personality psychology can inform
and bring clarity to self regulatory theory (Cervone, Shadel, Smith, & Fiori, 2006; Wallace &
Chen, 2006). For example, conscientiousness, a big five personality variable, is the extent to
which a person is careful, scrupulous, and persevering. People scoring high on conscientiousness
are organized and self-disciplined, and are likely to give diligence more importance than
ambition. Thus, prevention-oriented individuals are expected to score high on conscientiousness.
Openness to experience, another big five personality variable, captures the extent to which a
person is original, open to a wide variety of stimuli, has broad interests, and is willing to take
risks as opposed to being cautious. People scoring high on openness to experience are likely to
have nourishment needs for their aspirations more than safety needs for their responsibilities.
Promotion-oriented individuals, therefore, are expected to score high on openness to experience.
Psychologists have begun to develop personality batteries that measure dispositional selfregulatory focus (Fellner, Holler, Kirchler, & Schabmann, 2007).
A defining quality of narcissists is their promotion orientation. Analogous to the
promotion-focus in self-regulatory theory, the narcissist strives to reduce discrepancies between
the actual self and the ideal self, and evaluates outcomes through a gain—non-gain, as opposed
to a loss—no-loss, perspective. Narcissists approach high self-regard by various forms of
motivated self-construction (Morf & Rhodewalt, 2001), such as harboring highly inflated selfviews, revisioning personal history (Greenwald, 1980), and sustaining fantasies to cope with
stress (Raskin & Novacek, 1991). Narcissists have highly positive views of their competence,
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and they retain, amplify and manage their self-efficacy (Raskin et al., 1991). Guided by their
self-promotion focus narcissists rate all alternatives, that approach their desired goals, positively.

2.2.2.2. Exaggerated Attention on Self
Some individuals dwell a lot on how good (or not good) they are vis-à-vis others, and are
obsessed with an exaggerated attention on their selves. Two factors underlie this intensity of
attentional focus on the self. First, individuals scoring high on this characteristic pay particular
attention to cues that indicate how they are in comparison with others. They are especially
attuned to self-relevant social information. Second, they have an exaggerated sensitivity to these
cues and think of these social evaluations as more positive or more negative than they really are.
From this perspective, a negative evaluation or failure, is construed as the reflection of a more
global and enduring defect of the self, and not the negative action that generated the negative
assessment. In the same vein, a positive evaluation is attributed to one‘s enduring and socially
desirable personal qualities, rather than the specific action that induced the positive appraisal.
A person‘s focal concern with the self manifests itself in at least three ways (cf. Lewis,
1971; Tangney, 1995). First, an exaggerated attention on the self is concerned with the social
appraisal of the self vis-à-vis similar others. Second, the focus of evaluation is the global self, not
any specific behavior in public. Hubris, or extreme self-confidence, for example, can result from
capability cues that excessively attribute the credit to one‘s own stable and enduring personal
quality. In the same vein, negative events can generate remorse and regret because of the specific
behavior, but a pre-occupation with the self is more likely to bring about shame or feelings of
worthlessness. Third, the motivational features of self-referencing are manifested as acts of
social disengagement (Kitayama, Markus, & Matsumoto, 1995). For example, while guilt is
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accompanied with a desire to confess, apologize or make reparations, shame experiences bring
about a desire to escape or to strike back as a result of ‗humiliated fury‘ (Lewis, 1971) directed
towards the disapproving others. Similarly, excessive pride can result in an inference of the
futility of learning from experience, or engaging meaningfully with the surrounding social
context.
Narcissists have an exaggerated attentional focus on themselves. First, narcissists
regularly engage in social comparison, mentally contrasting their current social status with
similar others. Second, narcissists maintain simple cognitive representations of themselves. In
other words, narcissists do not see themselves as having multiple identities, and success or
failure in their dominant identity spills over to other aspects of their lives (Emmons, 1987: 15).
Instead of paying attention to specific behaviors, they tend to feel elated or dejected for the
performance of the self. Third, in spite of their need for social adulation, narcissists consider
themselves as autonomous entities, disengaged from the social milieu. They do not actively
nurture, or even have a deficit of, communal traits such as cooperation and affiliation (Bakan,
1966; Bradlee & Emmons, 1992). Narcissists have a lower need for intimacy (Carroll, 1987), are
less empathetic in their relationships (Watson, Grisham, Trotter, & Biderman, 1984), and have
less gratitude for their co-workers (Farwell & Wohlwend-Lloyd, 1998). Because narcissists are
squarely focused on what happens to them – and them alone – they are predisposed to mood
swings and affective extremity (Emmons, 1987). They experience excessive pride after positive
feedback and a great deal of shame when they receive negative feedback (Tracy & Robins,
2004).
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2.2.2.3. Salience of the Public Self
Related to the ‗exaggerated attention on self,‘ but still different from it, is the degree to
which one‘s sense of self emanates from the perceptions of others. Social psychologists have
studied how the ‗outer self‘, or impression, is formed, and how people control their ‗outer
selves‘, or engage in various ways of impression management. Goffman‘s work (1959) on selfpresentation, in particular, states that individuals establish and maintain impressions that are
congruent with the perceptions they want to convey to others. From this perspective, the public
self, defined as ‗the self that is manifested in the presence of others (Baumeister, 1986: v)‘ is
formed out of an interaction process. The focal individual presents himself or herself to other
people, and observers attribute traits and dispositions to him or her. The public self, then, is
framed around the impression that others may have of a person. The private self, on the other
hand, is what a person thinks he or she really is, even if others fail to notice his or her behavior.
Individuals behave differently in public than in private because they attend to how others regard
them. Relative to others, for some people the public self holds a great deal of importance, and
they routinely engage in strategic self-presentations. High self-monitors, for example, act like
‗social chameleons‘ (Snyder, 1987: 22) by changing their attitudes, perspectives, and behaviors
to suit different social situations to achieve favorable images from others (Turnley & Bolino,
2001).
Narcissism has positive correlations with self-monitoring (Emmons, 1984), and
narcissists pay particular attention to their public selves. For example, narcissists not only rate all
outcomes in a positive direction, but they are especially drawn to those alternatives that give
them an enhanced likelihood of applause (Wallace & Baumeister, 2002). A crucial point to note
is that the narcissist derives utility from the adulation that comes from taking a bold and
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spectacular action. The expected utility is even more if there are respected people watching the
bold action from the audience. The outcome of the act is, of course, the occasion for additional
adulation. However, for the narcissist, the applause can come from just the action itself. The lure
and promise of a desirable ‗public self‘ incites the narcissist in taking impulsive (Vazire &
Funder, 2006) and risky actions (Campbell et al., 2004).
The narcissist‘s pursuit of self-esteem and grandiose self-images (Raskin et al., 1991) is
mediated by strategic self-presentation techniques that are based on exhibitionism, selfsufficiency, superiority and vanity (Raskin & Terry, 1988). Self-obsessed narcissists seem to
maintain a strong internal locus of control (Rotter, 1966), but external reinforcements play a
central role in their lives. The ‗public self‘ is in the service of the ‗private self‘, often ‗selfhandicapping‘ the narcissist (Morf & Rhodewalt, 2001) into adopting privately what he or she
displays publicly. They perform well when the evaluation is public and their contribution can be
singled out (Wallace & Baumeister, 2002), which are excellent opportunities to garner others‘
admiration. Seen from this perspective, the narcissist‘s ideal public self has a ‗carry-over effect‘
to his or her real private self (Baumeister, 1986: 88)

2.2.2.4. Interpersonal Dominance Orientation
The fourth conceptual characteristic that describes a narcissist is his or her interpersonal
dominance orientation. The concept of dominance has been studied in the literatures of several
disciplines. From the interactional perspective, dominance ‗can only be declared in relation to
the response of another‘ (Burgoon & Dillman, 1995: 65). Kelley and Thibaut (1978) has argued
that dominance is a social exchange process, and individuals who depend on their partners have
less power in the relationship. Dominance can be achieved through verbal (Burgoon, Johnson, &
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Koch, 1998) and nonverbal (Harper, 1985) communication. From the psychological perspective,
interpersonal dominance is achieved by those who have personal strivings for power, are
aggressive, and want to control and influence others (Emmons & McAdams, 1991). The
biological perspective is consistent with the idea that interpersonal dominance orientation is an
individual differences construct. High levels of testosterone in men (Mazur & Booth, 1998) and
women (Grant & France, 2001) were associated with higher dominance scores. In sum,
dominance is commonly associated with power. Although there are other means to achieve
power, dominant behavior can establish the bases of power (French & Raven, 1959), and power
may abet the display of dominance (Burgoon et al., 1998).
Several studies have corroborated the association between narcissism and dominance
(Bradlee & Emmons, 1992; Raskin et al., 1991; Ruiz, Smith, & Rhodewalt, 2001). The high
correlation between self-esteem and narcissism has been attributed to the common dominance
aspect in both measures (Brown & Zeigler-Hill, 2004). ‗Getting ahead‘, rather than ‗getting
along‘, is the primary concern for narcissists (Hogan, 1983; Paulhus & John, 1998). Narcissists
enjoy competitive tasks more than others do (Morf, Weir, & Davidov, 2000), and want to acquire
social approval not by being ‗likeable‘ but by being powerful and competent (Robins, Tracy, &
Shaver, 2001). The processes through which narcissists try to attain their ‗ideal self‘ are
superiority and dominance (Raskin et al., 1991). Some scholars have argued that narcissists look
for social groups where they can dominate and have an ‗others-exist-for-me‘ illusion (e.g.,
Sedikides, Campbell, Reeder, Elliot, & Gregg, 2002).

2.3. Comparison to Related Constructs
In this section, I compare and contrast the concept of narcissism with similar, yet
different constructs of self-regard. For inclusion in this study the constructs of self-regard had to
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satisfy two primary criteria. First, in prior literature, each construct had to be used by macroorganizational scholars to describe top executives. Second, each construct had to reflect a
positive self-concept, above the general human tendency to sustain positive self-views (Taylor &
Brown, 1988). Five constructs were culled from extant literature that satisfied these two criteria:
locus of control, core self-evaluations, optimism, hubris, and charisma. Of these five, locus of
control was dropped because it is one of the four elements of core self-evaluation. Charisma, too,
was dropped because charisma, like celebrity, is a property of the individual's relationship with
others, as you note. In that way it is like celebrity. Narcissism may have conceptual associations
with social constructs such as charisma or celebrity but these are rather relationships with – not
personal qualities – of the focal actor. Table 1 summarizes the main points.

2.3.1. Core Self-Evaluations
Core self-evaluations (CSE) are the fundamental conclusions people have about
themselves (Judge, Locke, Durham, & Kluger, 1998). CSE comprises the four traits of locus of
control, self-esteem, generalized self-efficacy, and emotional stability, which is also known by
its opposite, neuroticism. Meta-analytic studies indicate these traits are among the best
dispositional predictors of job satisfaction and job performance (Judge & Bono, 2001). Because
individuals with high internal locus of control, high self-esteem, high self-efficacy, and high
emotional stability are those who are confident in their abilities and who feel in control of their
future, often CSE is used interchangeably with self-regard (Judge, Bono, Erez, & Locke, 2005).
CSE is positively related to goal-directed behavior and performance (Erez & Judge, 2001).
Locus of control is a key characteristic of people with high CSE. Individuals with an
internal locus of control, or the ‗internals‘, believe that their actions and behaviors have an
impact in determining what happens to them (Rotter, 1966). Individuals with an external locus of
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control, or the ‗externals‘, believe that outside forces are largely responsible for their fate, and
see little connection between their own actions and what happens to them. Locus of control is
positively and significantly correlated with the other three elements of CSE: emotional stability,
generalized self-efficacy and self-esteem (Judge et al., 2003). Internals have been found to be
positively related to skill acquisition (Colquitt, Lepine, & Noe, 2000), better adaptation to
organizational change (Wanberg & Banas, 2000), and positive job attitude after promotion (Lam
& Schaubroeck, 2000).
As a psychological construct, CSE includes an aspect of locus of control, but goes
beyond it. Self-esteem is the average tone of self-feeling that each of us carry with ourselves, and
which is independent of the objective reasons we may have for satisfaction or discontent (James,
1890). The pursuit of self-esteem has been equated with self-validation goals, especially in the
domains in which one‘s self-worth is invested (Crocker & Park, 2004). Self-efficacy is the
degree to which people judge their capabilities to execute courses of action required to deal with
prospective situations (Bandura, 1982a). Emotional stability is the obverse of neuroticism, one of
the big five personality dimensions. Individuals who score high on neuroticism (low on
emotional stability) are likely to be insecure and prone to anxiety and stress.
People who score high on CSE have a promotion-orientation because of the ‗prospective‘
nature of their self-efficacy. Their promotion-focus is reflected in their high estimates of personal
ability (Hiller & Hambrick, 2005). Their high internal locus of control indicates that they do not
need external reinforcement, or at the least, are not preoccupied with their ‗public images‘. They
are more likely to draw their motivations from within. High CSE people are internally secure,
and they do not inordinately look for, or are moved by, self-relevant social information. Finally,
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because of their high internal locus of control, we may assume that high CSE people do not
engage in social comparison and are not interpersonally dominating.
In sum, like narcissists, people with high CSE have a strong promotion-orientation. Like
narcissism, CSE is an enduring trait. However, there are significant differences between CSE and
narcissism. Narcissists are emotionally unstable, and are known for having extreme emotional
reactions (Rhodewalt & Morf, 1998) to success and failure. Although narcissism correlates
highly with self-esteem (Emmons, 1984), some researchers have found that this relationship is
contingent on contextual cues, and, therefore, unstable (Kernis, 2001; Kernis & Sun, 1994).
Unlike narcissism, people with high CSE are not particularly influenced by self-relevant cues;
they do not maintain high salience for their public images and are not interpersonally
dominating.

2.3.2. Dispositional Optimism
Optimism is a general disposition to expect good outcomes (Abramson, Seligman, &
Teasdale, 1978), and the optimistic explanatory style envisages a promising future. In contrast, a
pessimistic explanatory style reckons the causes of bad events as internal, stable, and global. A
generalized expectancy for good outcomes, such as optimism, is good for physical well-being
(Peterson, 1999), coping strategies (Scheier & Carver, 1987), and adapting to life transitions
(Aspinwall & Taylor, 1992). At work, optimism generates productivity in sales jobs (Schulman,
1999; Seligman & Schulman, 1986) and in the factory (Luthans, Avolio, Walumbwa, & Li,
2005). Individual differences on this dimension has been measured by the Life Orientation Test
(Scheier & Carver, 1985). Dispositional optimism correlates positively with extraversion, and
negatively with neuroticism or anxiety (Williams, 1992).
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Research on optimism and leadership has treated optimism both as a cause and an effect.
In a study on business leaders, direct reports considered optimistic bosses as superior to their
pessimistic counterparts (Wunderley, Reddy, & Dember, 1998). In another study, military
science professors rated 96 cadets for their leadership potential. Optimistic cadets received
higher leadership ratings (Chemers, Watson, & May, 2000). Building on the approach/ inhibition
theory of power, Anderson and colleagues have argued that powerful people are more likely to
perceive rewards, less likely to perceive threats, and have greater optimism in their riskperceptions (Anderson & Berdahl, 2002; Anderson & Galinsky, 2006).
Dispositional optimism has a strong promotion orientation. In addition, optimism is a
relatively permanent stable trait (Scheier, Carver, & Bridges, 1994). Optimists are not especially
moved by self-relevant cues, nor are they particularly motivated to maintain an inflated public
image, or concerned about their social status vis-à-vis similar others.
Optimism, therefore, shares with narcissism the fact that it brings about a promotion
orientation and projects a favorable view of the future. It also shares with narcissism the
characteristic of an enduring trait. Unlike narcissism, the sources or ends of the optimist‘s
favorable view of the future need not be the self. It can be other people, contextual cues, or
environmental factors. Dispositional optimism is also different from narcissism in that optimists
do not harbor high salience for their public selves. They are not susceptible to self-relevant cues,
nor are they interpersonally dominating. However, egocentrism can be a source of optimism
(Farwell & Wohlwend-Lloyd, 1998). Subjects who did not think about others‘ circumstances,
and were immersed in their own concerns, displayed a great deal of optimism (Weinstein &
Lachendro, 1982). Narcissists are optimists but not all optimists are narcissists.
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2.3.3. Hubris
Unlike the previously discussed traits of CSE and dispositional optimism is that hubris is
a psychological state of self-regard, not a personality trait. Hubris is synonymous with
‗over‘confidence (Finkelstein et al., in press), but more precisely, hubris means extreme selfconfidence, with the connotation that retribution will follow (Hayward & Hambrick, 1997).
Overconfidence is one of most robust findings in studies of judgment and decision-making, and
depicts not one, but at least three different (and related) concepts (Moore & Healy, 2007).
Overconfidence means overestimation of one‘s ability (Koellinger, Minniti, & Schade, 2007).
Overconfidence also means overplacement, or the belief that one is better than others, commonly
known as the better-than-average effect (Alicke, Klotz, Breitenbecher, Yurak, & Vredenburg,
1995). Finally, overconfidence also means overprecision, or accuracy of one‘s beliefs, often
measured as distortions in forecast estimates (Loffler, 1998). Top executives are more
susceptible to overconfidence because they have to confront a lot of information, which
decreases accuracy, but increases certainty (Hall, Ariss, & Todorov, 2007; Oskamp, 1965).
Overconfidence has been offered as an explanation for mergers and acquisitions (Malmendier &
Tate, 2005), entry into competitive games (Camerer & Lovallo, 1999), high rates of investor
trading (Benos, 1998), and negotiator behavior (Neale & Bazerman, 1985) and aggressive
foreign policy (Johnson, 2004).
Hubris has a strong orientation for promotion, or approaching desired goals, especially
when overconfidence stems from overestimation of one‘s abilities. Hubristic pride can originate
from capability cues in the form of positive feedback. Hubris is not essentially about projecting a
favorable portrayal of the self in public. For example, an investor can be infected with hubris
when she is placing her bets in the stock market from the privacy of her home. Hubris is not
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necessarily associated with a quest for power nor does it have a domineering attitude. It is a
psychological state of invincibility.
Like narcissism, hubris has a strong promotion-orientation. Like narcissism, hubris
comprises a keen attention on self-relevant cues. However, hubris lacks the social underpinnings
of narcissism, such as preoccupation with the ‗public self‘ or interpersonal domination
orientation. Narcissism differs from hubris in its focus on the self relative to others, rather than a
focus on the person relative to an ‗impersonal‘ environment. Hubris is a psychological state,
whereas narcissism is a disposition. In a study on managerial risk-taking, Hayward and
Hambrick (1997) measured recent media praise, recent success, and self-importance of CEOs,
and combined these three indicators into a single hubris factor. This composite measure of CEO
hubris was a significant predictor of risk-taking behavior, measured as premiums paid in large
acquisitions. Recent media praise and recent organizational success are capability cues from the
environment, whereas the CEO‘s self-importance is a key element of narcissism (Emmons,
1987). In their study, Hayward and Hambrick (1997) inadvertently combined two very different
determinants of hubris: capability cues and the executive‘s degree of narcissism. Both narcissism
and external cues can engender a state of hubris or extreme self-confidence.

2.3.4. Summary
In this section I have made an attempt to differentiate the various constructs of positive
self-regard that are particularly relevant for, and have been attributed to, CEOs. As shown in
table 1, all five constructs have a common promotion-focus, preferring approach styles over
inhibition styles. Some constructs are psychological states, some are dispositional traits, and
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there are significant other differences amongst the five constructs discussed. In the next section, I
set forth specific propositions that explore the impact of narcissistic CEOs in organizations.

2.4. The Impact of Narcissistic CEOs on Strategic, Interpersonal and Symbolic Behavior in
Firms
In the last two decades, several studies have shown that CEO‘s backgrounds, preferences
and orientations impact organizational outcomes (cf. Carpenter et al., 2004; Finkelstein et al., in
press). Researchers have found that CEO personality, in particular, influences organizational
strategy (Gupta & Govindarajan, 1984) , structure (Miller & Droge, 1986), staffing (Peterson et
al., 2003) and even stakeholders outside the firm (Flynn & Staw, 2004; Khurana, 2002). In the
following sections, I argue that CEO narcissism will be associated with strategic, interpersonal
and symbolic behavior in firms.

2.4.1. Strategic Decision Processes
A strategic decision is defined as one which is ―important, in terms of the actions taken,
the resources committed, or the precedents set‖ (Mintzberg, Raisinghani, & Theoret, 1976: 246).
Central to strategic decision-making is strategic process, or how the decision is taken.
Narcissistic CEOs are likely to make centralized, fast, and non-comprehensive decisions.

2.4.1.1. Centralization
Organizational structures set the context within which strategic decisions are made
(Bower, 1970; Mintzberg et al., 1976). Within the top management team, decision-making can
be structured to make the process participative, based on group interaction (Schweiger,
Sandberg, & Ragan, 1986), or hierarchical, based on structural power (Finkelstein, 1992). The
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political theory of business firms, for instance, maintains that organizations are coalitions of
people with competing interests and these competing interests create conflict. In the end,
however, decisions follow the desires and choices of the most powerful people (March, 1962;
Pfeffer & Salancik, 1974), as has been shown in research on foreign policy (Allison, 1971;
Johnson, 2004), and business (Eisenhardt & Bourgeois III, 1988).
Centralization, or concentration of authority, is an important dimension in organizational
structure (Pugh, Hickson, Hinings, & Turner, 1968). Miller and colleagues found that CEOs with
high need for achievement (Miller & Droge, 1986) and an internal locus of control (Miller et al.,
1982) tended to centralize authority. We can expect a similar relationship between narcissistic
CEOs and centralization of decision-making power in firms. Driven by their promotion
orientation, narcissists would like to work in a situation where they are unfettered by convention
and not confined by company policy. For example, if the incumbent CEO holds the office of the
board chairperson, he or she may be strongly committed to established policies, and constrain the
new CEO‘s latitude of action. To get more control over the company, the narcissistic CEO will
tend to hoard titles (e.g. Board chairperson, President, CEO) as an exercise of his entitlement. To
be able to dominate and prevail over other top executives, the narcissist will try to personally
monitor and control all company actions. AS a consequence, decision rights will be concentrated
at the top of the organization, specifically in his hands. Thus:
Proposition 1: The greater the narcissistic tendencies of a CEO, the more
centralized will be the company’s strategic decision-making.

2.4.1.2. Strategic Decision Speed
The speed or pace of strategic decision-making in competitive moves (Hambrick, Cho, &
Chen, 1996) is a variable of increasing importance in ‗high-velocity‘ (Eisenhardt, 1989) and
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‗hypercompetitive‘ (D'Aveni, 1994) environments. Apart from the institutional forces outside the
firm, we can expect personal qualities of the CEO will be related to decision speed. In a study
on 151 firms, Wally and Baum (1994) found that CEOs who scored high on cognitive ability, use
of intuition, tolerance for risk, and propensity to act took speedier decisions. In a recent metaanalysis, Vazire and Funder (2006) reported a positive relationship between narcissism and
dispositional impulsivity, or acting quickly without much forethought. Like impulsivity,
narcissism is associated with self-enhancement, aggression, and the inability to delay of
gratification. The narcissist‘s inability to cope with boredom (Wink & Donahue, 1997) may lead
to quick decisions and can happen through a three step sequence. First, the narcissist‘s promotion
orientation results in the generation of many alternatives. Second, because narcissists want to
create an impression of confidence, they may choose from the possible alternatives quickly.
Third, because narcissists have a tendency for interpersonal domination, they are not likely to
agonize over their strategy formulations. Implementation therefore will be fast, and intended
strategies will soon get realized (Mintzberg, 1978). Thus:
Proposition 2: The greater the narcissistic tendencies of a CEO, the faster will be
the decision speed of the company’s strategy.

2.4.1.3. Non-comprehensive Decisions
Alfred Chandler had defined strategy as ‗the determination of long-term goals and
objectives of an enterprise, and the adoption of courses of action and the allocation of resources
necessary for carrying out these goals‘ (1962: 13). This definition and similar others (Andrews,
1971; Hofer and Schendel, 1978) which characterize strategic decision making as a highly
rational process involving situation diagnosis, searching and evaluating alternative actions, and
developing an integrated plan to achieve the goals are referred to as ‗synoptic‘ or
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‗comprehensive‘. In a series of studies in the paint and forest product industries by Fredrickson
and colleagues (Fredrickson & Iaquinto, 1989; Fredrickson & Mitchell, 1984; Fredrickson, 1984)
demonstrated that comprehensiveness negatively affects firm performance in an unstable
environment, but positively in a stable environment.
I conjecture that narcissistic CEOs will not be comprehensive in their decision making.
Absorbed in his own inner world, the narcissist believes that ‗only he exists‘ (Zaleznik and Kets
de Vries, 1975: 243), and tends to lose touch with reality. As a consequence, the narcissist
executive will not do exhaustive environment scanning (Kets de Vries and Miller, 1985), which
includes a careful stock-taking of the competition. The narcissist‘s detachment from market
realities and belief in his own heuristics, insights and intuition (Eisenhardt and Zbaracki, 1992)
will lead him to think that the environment can be manipulated and acted upon according to his
grand plans. Hyper-confident in their abilities, narcissists are not likely to have detailed
discussions with their colleagues over strategic choices. In addition to the centralized decisionmaking structure and the impulsive decision-making style, narcissistic CEOs will tend to be noncomprehensive in their decisions. Thus:
Proposition 3: The greater the narcissistic tendencies of a CEO, the less
comprehensive will be the company’s strategic decision-processes.

2.4.2. Strategic Choices
Apart from the strategic decision processes, narcissism in CEOs is expected to have an
impact on the firm‘s strategic choices, such as resource allocations or capital expenditures.
Although I do not assert possible mediations in any of the propositions, the influence of CEO
narcissism on the strategic choices may be mediated by the aforementioned decision processes.
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Some effects may be direct In the following sections, I hypothesize that CEO narcissism is
associated with prospector and first-mover strategies.

2.4.2.1. Prospector vs. Defender Strategies
Two ideal strategic choices for organizational adaptation are defenders and prospectors
(Miles & Snow, 1978). Defenders adopt a narrow product-market choice and attempt to
maximize efficiency (e.g., by cost cutting) in serving this market. Prospectors constantly seek
new product-market combinations and rely on gaining early access to untapped domains. There
may be at least two reasons why narcissistic CEOs will be more inclined to pursue prospector
strategies over defender strategies. First, narcissism will influence a CEO‘s search behavior.
Motivated by the need for attention and admiration, the narcissistic CEO will engage in
relatively expansive search for strategic ideas, particularly with the aim of locating the
unconventional or dramatic. Resembling a habitual prospector, the narcissistic executive will
search broadly for insights and innovations.
Second, the narcissistic CEO may or may not personally conduct the extensive scanning;
instead he might select, retain, and motivate others to do such scanning and to communicate
upward their novel ideas (Bower, 1970). In this vein, it is important to note that this line of
thought does not require, or imply, that CEOs will directly make all strategic decisions. CEOs
also create the context – through hiring, allocations of rewards and power, design of systems and
procedures – by which others identify and promote certain courses of action (Bower, 1970;
Burgelman, 1996). It may be through this context-creation that narcissistic CEOs generate the
strategic actions that pursue prospector strategies. Thus:
Proposition 4: The greater the narcissistic tendencies of a CEO, the more the
pursuit of prospector strategies for the company.
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2.4.2.2. First Moves
Narcissists are non-conformists. They prefer high visibility and do not hesitate to venture
into unknown territory, open up new areas of thought, research, or development. Several studies
have found narcissists are prone to feelings of boredom (Emmons, 1981; Wink & Donahue,
1997). Narcissists are also hypercompetitive (Ryckman, Thornton, & Butler, 1994). Unlike
fixed-industry effects (Porter, 1980) and company history (Barney, 1991), competitive dynamics
argues that the past is no guide to the future, and entrepreneurial discovery is the main
difference-maker in firm performance (Jacobson, 1992). In this vein, the narcissistic personality
mirrors the competitive dynamics of transient monopolies. Bored with the status-quo, the
narcissistic CEO will tend to seek first-mover advantages (Lieberman & Montgomery, 1988),
leading the way, and trailblazing his competitors (D'Aveni, 1994). First moves might include
acquisition, new product introduction, new technology adoption or international forays. Thus:
Proposition 5: The greater the narcissist tendencies of a CEO, the greater the
tendency to seek first-mover advantages from the industry.

2.4.3. Interpersonal Effects
Perhaps the most important factor that distinguishes narcissism from related constructs is
the element of interpersonal dominance. In the following sections, I argue that narcissistic CEOs
prefer to work with submissive top executives. After good firm performance, narcissistic CEOs
are likely to hoard the glory. After poor firm performance, narcissistic CEOs are likely to deflect
the blame on others.

2.4.3.1. Top Management Team Recruitment
Narcissists are known for their dominance orientation (Pratto, Sidanius, Stallworth, &
Malle, 1994). In addition, narcissists are interpersonally abusive (Raskin et al., 1991), and prone
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to mood swings, especially after criticism (Kernis & Sun, 1994). Few managers would want to
work for the self-aggrandizing narcissist, who seeks an unconditional acquiescence to a topdown choice. Strategy scholars have found that ingratiation often leads to board appointments
(Westphal & Stern, 2007). In the same vein, narcissistic CEOs are in pursuit of ‗narcissistic
supply‘ (Kernberg, 1975), or admiration and approval, from their colleagues. Narcissistic CEOs
will surround themselves with malleable personalities, and they are likely to lead a team of
executives who habitually subordinate their discretion to their boss. Managers with little
credentials, who are paid more than their worth, may be willing to suffer under a narcissist.
These credentials might be tenure in the industry, profession, or organization, educational
qualifications, or managerial talent. Thus:
Proposition 6: Top managers working under CEOs with greater narcissistic
tendencies will have lesser credentials than those working under CEOs with
lower narcissistic tendencies.

2.4.3.2. Self-enhancing Attributions after Positive Firm Performance
Several researchers have shown that executives take credit for favorable outcomes
(Bettman and Weitz, 1983; Clapham and Schwenk, 1991; Abrahamson and Park, 1994).
Narcissistic CEOs, in particular, can be expected to claim personal responsibility for success.
First, narcissists rate themselves highly on intelligence (Gabriel et al., 1994) and leadership
qualities (Judge et al., 2006). Following good firm performance, the self-obsessed narcissist will
truly believe his actions are the principal cause for success. Second, in search of adulation and
social approval, narcissists are likely to engage in motivated self-presentations. Third, narcissists
may put their subordinates under a lot of obligation to flatter them. Ingratiatory behavior from
top executives may make narcissistic CEOs feel entitled to claim responsibility for success.
‗Credit-taking‘ is an outcome of the narcissistic CEO‘s self-enhancing attributions. Credit34

taking may include greater relative praise and disproportionate amount of increased pay after
high organizational performance. Thus:
Proposition 7: Narcissism will be positively related to credit taking behavior
when recent firm performance is positive.

2.4.3.3. Self-protective Attributions after Negative Firm Performance
External attribution of unfavorable outcomes is labeled ‗self-protective‘ (Zuckerman,
1979; Bettman and Weitz, 1983). Poor performance of the firms they lead is a direct threat to the
narcissistic CEOs‘ self-esteem. To protect their self-esteem narcissists use a variety of methods
including: defense mechanisms, attributional egotism and exploiting subordinates. For example,
narcissists often project all their negative qualities onto others and see others as extensions of
their own selves. Narcissists deny any difference between their ‗actual selves‘, which failed to
deliver results, and their ‗ideal selves‘, which is infallible (Raskin et al., 1991). On receiving
negative feedback, narcissists are likely to react with aggression (Rhodewalt & Morf, 1998), and
deflect the blame on others. Thus:
Proposition 8: Narcissism will be positively related to blame-deflecting behavior
when recent firm performance is negative.

In addition to the blame-deflecting behavior, we can expect other significant
consequences. After poor performance, departure rates of top executives can increase for at least
two reasons. First, narcissistic CEOs will not hesitate to terminate contracts of top managers.
Narcissists are known for their aggression and hostility, especially as defense mechanisms to
protect themselves from any self-doubt (Raskin et al., 1991). It is indeed difficult for narcissists
to concede that the poor performance might be a result of their own poor decisions or actions.
Second, top executives might not be dismissed. They might leave on their own. Exploitative
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tendencies of the narcissists CEO (Raskin & Terry, 1988) can lead to real or perceived injustices
amongst other top managers, who might leave voluntarily. Thus:
Proposition 9: Under conditions of poor firm performance, CEO narcissism will
be positively related to departure rates of the other top executives in the firm.

2.4.4. Symbolic Effects
Apart from the impact on substantive actions discussed in the earlier sections, narcissistic
CEOs are likely to influence the symbolic effects of management (Pfeffer, 1981). From a
symbolic perspective, reality is socially constructed (Berger & Luckmann, 1967) around usage of
language, physical spaces, shared meanings, organizational stories and ceremonies. The
consequences of symbolic action can be substantial. In this section I consider two such
outcomes: the idolization and devaluation of CEOs.

2.4.4.1. Celebrity Status
Not all high performing CEOs become celebrity CEOs, in spite of delivering
extraordinary results (Collins, 2001). It might because not all high performing CEOs seek out, or
are willing to discuss their achievements to, the popular press. The causes of CEO celebrity may
not be journalistic over-attribution only (Hayward et al., 2004a); it might be the CEOs
themselves. CEOs who will show early signs of success may try to ‗socially distance‘ themselves
from their colleagues. After using the organization as a tool in service of their own personal
needs, successful people may not hesitate to jettison his past in pursuance of yet more success.
Described by the phenomenon ‗secession of the successful‘ (Reich, 1991), the triumphant CEO
can be expected to indulge in unique, and private, pleasures.
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Celebritydom has a positive association with narcissism (Young & Pinsky, 2006). There
may be at least three reasons why narcissists have a greater chance of becoming celebrities
because of their self-serving attributions, nonconformity, and impression management efforts
(Rindova, Pollock, & Hayward, 2006). First, because of their interpersonal domination
orientation, narcissists are more likely to appropriate the credit for successful strategies. While
non-narcissists may deflect praise to other executives, narcissists will be quick to assume
responsibility for organizational accomplishments. Second, narcissistic CEOs are more inclined
to deviate from the industry norm to garner attention from others, Third, because of their strong
sense of maintaining a favorable public image, narcissists may be more inclined to engage a
publicist, appear in press releases more prominently and frequently, and in general ready to talk
to the press. Some high-achieving, or ‗superstar‘ CEOs, started writing their memoirs after they
received awards from the business media (Malmendier & Tate, 2006). To harvest admiration and
adulation from others, narcissistic CEOs are expected to bring their achievements to the attention
of journalists (Hayward et al., 2004a). Once they are written about in the popular press,
narcissistic CEOs are more likely to internalize journalists‘ attributions. Known as the carry-over
effect, the narcissist‘s private and public selves quickly reinforce each other. Thus:
Proposition 10: The greater the narcissistic tendencies of the CEO the greater the
chances of becoming a celebrity CEO.

2.4.4.2. Stigmatization
However, poor performance by the narcissistic CEO can have completely opposite
consequences (Kramer, 2003). The first reason may be explained by the phenomenon of
transference (Freud, 1921), also described as a ‗false connection‘. Often followers consider the
CEO as if he or she ‗were a significant figure from the past‘ (Kets de Vries, 1995), and displace
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many of their unrealized hopes and fantasies on the CEO. After poor performance, followers can
form the opinion that the earlier success was due to reasons other than the CEO‘s leadership and
their transference was on the wrong person. As a result, the romanticized connection is quickly
severed. Second, the narcissist‘s blameworthiness is likely to be high because of his or her
arrogant behavior with others in the past. Following poor performance, the narcissistic CEO will
be singled out, stigmatization will diffuse at a fast pace, and a lack of, or negative, social capital
will accentuate the vilification process (Wiesenfeld et al., 2008).
Proposition 11: The greater the narcissistic tendencies of the CEO the greater the
chances of being vilified.

2.5. Discussion
In large publicly traded corporations dispersed owners have became relatively powerless
over the executives who run these firms. This central thesis, first put forward by Berle and
Means (1932), has achieved greater social significance with the exponential increase in the
number of investors in the stock market in recent years (Shiller, 2000). Information asymmetry
between the shareholders and the top executives has increased manifold. As a result, new
institutional intermediaries have developed who constantly report and keep an eye on the top
executives‘ behavior (Davis, 2005). The numbers of security analysts who study executives have
grown over the years. The business media routinely focuses on executive behavior (Khurana,
2002) informing us what‘s on the mind of celebrity (Hayward et al., 2004a) and superstar
(Malmendier & Tate, 2006) CEOs. Macro-organizational scholars, too, have devoted a great deal
of attention on the CEO as a person (cf. Maremont, 2007).
Within the personal qualities that have been used to describe CEOs, self-regard stands out
as the most prominent (Finkelstein et al., in press). Broadly defined as the configuration of
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individual characteristics that deal with self-potency, self-regard has been shown to have a
significant impact on a variety of organizational outcomes. This paper has made an attempt to
differentiate the various constructs of self-regard that are particularly relevant for, and have been
attributed to, CEOs. As shown in table 1, there are some similarities and significant differences
amongst the four constructs discussed. However all four constructs have a common promotionfocus, preferring approach styles over inhibition styles.
Narcissism in CEOs, the focal construct in this paper, may have important implications
for strategic, interpersonal and symbolic behavior in firms. The propositions that I have
presented regarding the decisional, interpersonal, and symbolic impact of executive narcissism
on, and in, firms are the most promising for future research. However, there is a need and
opportunity for studying other aspects of this important construct. In the following paragraphs, I
briefly describe four such additional avenues of research on CEO narcissism.

2.5.1. How is Narcissism related to the Social Constructs that Deal with Public Attention?
In this essay, I have discussed the similarities and differences between narcissism and
constructs that are related to self-regard. If narcissists have a high regard for the self that is
manifested in the presence of others and a tendency of ―getting ahead‖ rather than ―getting
along,‖ there ought to be interesting relationships between narcissism and the constructs of status
(Packard, 1959), reputation (Rao, 1994), celebrity (Gamson, 1994; Hayward et al., 2004a), and
charisma (House & Howell, 1992). Following Rindova, Pollock and Hayward‘s (2006)
arguments I have mentioned briefly how narcissism might be related to celebritydom and how
narcissists might be prone to both positive and negative reputations following success and failure
(Kramer, 2003). The conceptual associations amongst these constructs warrant more in-depth
study to understand the role of the focal actor in acquiring social status and adulation.
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Consider charisma. The word charisma is often associated with leadership (Conger &
Kanungo, 1987). Weber described charismatic authority as ―resting on devotion to the
exceptional sanctity, heroism or exemplary character of an individual person, and of the
normative patterns or order revealed or ordained by him.‖ (1922/1947: 215). Although Weber
defined charisma as the quality of an individual personality, broadly it refers to the quality of
leadership that appeals to non-rational motives of followers. Charisma is not a personality trait in
itself, but a relationship between leaders and subordinates (House et al., 1991). Leader
personality qualities that contribute to charismatic leadership include: self-confidence, selfdetermination, understanding followers‘ needs, ability to influence followers through persuasive
words, high activity level and a need for power (Bass, 1985; Conger & Kanungo, 1987).
Scholars have identified two kinds of charismatic leaders (House & Howell, 1992). Personalized
charismatic leaders are leaders who focus on enhancement of their personal power. Socialized
charismatic leaders are those who focus on the enhancement of social institutions.
Charisma shares with narcissism the fact that both project a favorable view of the future
and both ascribe importance to self-presentation in public. Some have argued that the charismatic
leader‘s manipulative persuasive skills, carefully crafted rhetoric, and use of referent power
parallel the exploitativeness and entitlement factors of narcissism (Deluga, 1997). Conceptually,
narcissism resembles personalized charisma rather than socialized charisma. Empirical studies
have shown narcissism correlates positively with the former, negatively with the latter (Popper,
2002), and is an important dimension in contrasting these two leadership styles (O'Connor,
Mumford, Clifton, Gessner, & Connelly, 1995; Strange & Mumford, 2002). Narcissism is a
personality trait and charisma is a relational concept. It is when charisma becomes personalized,
that the leaders start exhibiting qualities of a narcissistic person. If charisma exists only when the
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followers say it does (Meindl, 1995), it seems personalized charisma, too, thrives on follower
attributions, much like the capability cues that generate confidence. If we consider charisma as a
relationship more than a trait (House et al., 1991), personalized charismatic leadership seems to
be a combination of follower cues and one‘s narcissistic disposition, which is the more
ingrained, and basic, individual quality.

2.5.2. CEO Narcissism and Teamwork at the Top
I have argued that chief executives can have a significant effect on organizational
outcomes. Although not mentioned explicitly, but top management team dynamics is an
unspecified mediator in all the associations I have proposed. Recently, there has been growing
interest in the impact of personality in groups (Moynihan & Peterson, 2001; Peterson et al.,
2003) and research has shown that over time members‘ personality traits become more salient in
groups than other demographic characteristics (Harrison, Price and Bell, 1998). With current
average tenures of about 5 years (Krantz, 2005), CEOs have ample opportunity to have their
personality gain salience in top management team dynamics.
It is likely that narcissistic CEOs have disproportionate influence on the strategic decision
making process of the top management teams (Hambrick, 1994). Narcissists are not good team
players, especially if the other top executives have comparable skills and experience. Behavioral
integration – a measure of collaborative behavior, information exchange, and joint-decisionmaking in top management teams – is a key ingredient for ‗teamwork at the top‘ (Hambrick,
1998; Simsek, Veiga, Lubatkin, & Dino, 2005). The narcissistic CEO can seriously compromise
the behavioral integration of the top management team. We can expect that narcissistic CEOs
will engender behaviorally disintegrated top management teams.
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2.5.3. Narcissistic CEOs in Particular Organizational Settings
Hambrick and Finkelstein (1987) introduced the concept of managerial discretion and
defined it as the ‗latitude of action available to top executives‘. Managerial discretion or latitude
of action is derived from three sets of factors – environmental, organizational and individual
managerial characteristics (Hambrick & Finkelstein, 1987: 379). The industry environment
confers the CEO discretion when executives cannot agree what means lead to what ends.
Managerial discretion can also vary depending on organizational characteristics. Organizational
discretion is high when there is an absence of constraint, few rules about what the CEO can do and
less monitoring (e.g., board vigilance) of the CEO‘s strategic initiatives. For example,
accountability, or the expectation to explain, justify and defend one‘s self-evaluations to another
person, of CEO‘s strategic decision-making may act as a deterrent to narcissistic cravings
(Sedikides, Herbst, Hardin, & Dardis, 2002). Numerous studies have supported Hambrick and
Finkelstein‘s (1987) argument that discretion attenuates the relationship between executive
characteristics and organizational outcomes (e.g., Balkin & Gomez-Mejia, 1987; Hambrick,
Geletkanycz, & Fredrickson, 1993; Rajagopalan & Finkelstein, 1992).
It is an interesting question as to whether managers with certain types of personalities are
attracted to high-discretion settings. It is possible that narcissistic CEOs are drawn to or stay in
certain kind of settings that allow them to feed their narcissistic tendencies. In the past
researchers have theorized that people select themselves into and out of settings (Bowers, 1973;
Vroom, 1966). Schneider‘s (1987) attraction-selection-attrition (ASA) framework explained that
people are differentially attracted to different settings as a function of their personality
(attraction), organizations in particular environments recruit different kinds of people (selection)
and people leave jobs when they find that they do not fit in particular environments (attrition).
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Based on these theoretical ideas I conjecture that CEOs who are high on narcissism will
be found in high-discretion settings which allow them to have substantial latitude of action.
High-discretion industries are categorized by continuous product innovation, research and
development and advertising intensity, industry growth and capital intensity (Hambrick &
Abrahamson, 1995). High-discretion organizations will typically provide weaker agency
conditions. For example, externally controlled firms (where a single individual or organization
not involved in the company‘s management controls 5 percent or more of the stock) will be more
vigilant than management-controlled firms. Narcissistic CEOs will not want to work in
externally-controlled firms where they cannot act purely out of desire (Freud, 1914/1957) and
their decisions need frequent ratification. A narcissistic CEO wouldn‘t allow himself to be hired
in to be the CEO if there‘s an existing chairperson of the board or in an organization where there
are strong family leaders.
Consistent with the interactionist perspective of the ASA framework (Schneider, 1987) I
anticipate two-way causality between narcissistic CEOs and high-discretion settings. Highdiscretion settings attract CEOs with narcissistic tendencies and executives self-select themselves
into high-discretion settings. It is important here to note that the causality may be ‗circular‘. If
narcissistic CEOs self-select themselves into high-discretion settings and performs well, it is
likely that their self-efficacy gets enhanced resulting in creating more organizational discretion.
As narcissistic CEOs climb to executive ranks within an organization by winning series of
promotion tournaments (Lazear & Rosen, 1981), their narcissism may get reinforced with each
promotion.
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2.5.4. CEO Narcissism and Firm performance
If CEO narcissism affects strategic decision processes and strategic choices, it can also be
expected to impact performance outcomes. Extant literature offers contradictory assessments of
the impact of executive orientations, especially that of their self-regard, on organizational
outcomes. On the one hand we are told that optimistic managers‘ decisions work better for
shareholders than the decisions of rational managers (Gervais, Heaton, & Odean, 2002), that
arrogance can be a virtue (Ko & Huang, 2007), and that overconfident traders are better off
(Benos, 1998). Optimistic leaders have more profitable work units, better worker morale, and
higher retention rates among their subordinates (Peterson & Luthans, 2003). Narcissists are more
energetic than non-narcissists and narcissism in CEOs can be ‗extraordinarily useful – even
necessary‘ (Maccoby, 2004: 94). On the other hand, this same literature contends that managerial
optimism can lead to bad decisions (Lovallo & Kahneman, 2003), overconfidence can make
CEOs overpay for acquisitions (Hayward & Hambrick, 1997), and narcissism in executives has
short term benefits but long term costs (Lubit, 2002; Robins & Beer, 2001).
One way to address these apparently conflicting perspectives is to study not if, but under
what conditions, CEO self-regard delivers positive firm performance. In this vein, firm
performance can be formulated as the outcome of an interaction between CEO narcissism and
the incentive design or the preferred business strategy of the firm. Incentive designs (e.g., stock
options) that encourage CEOs to take risks often require the boldness of approach styles.
However, not all individuals may find performance-contingent pay to be attractive. In a study on
person-pay interactions, Cable and Judge (1994) found that individuals with internal locus of
control, high risk propensity, and high self-efficacy preferred contingent pay over fixed pay. We
can reasonably expect that narcissistic CEOs will perform better in situations where they can
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pursue their self-enhancement objective and at the same time earn the incentive for doing so. In a
related vein, a fit between the firm‘s preferred business strategy – defender, prospector, or
analyzer (Miles & Snow, 1978) – and the current CEO‘s governing style is vital. Narcissistic
CEOs might tend to gravitate towards prospector strategies. However, if engineering problems
need to be addressed first, pursuit of entrepreneurial issues may lead to disasters.

2.6. Conclusion
CEO narcissism, an individual differences construct, is a fruitful frontier for research on
macro-organizational issues. In this essay, I have compared and contrasted narcissism with the
constructs of self-regard that are especially relevant in upper echelons research. Four key
characteristics of narcissism were derived from extant literature and the constructs were
compared on the light of those four characteristics. CEO narcissism is expected to influence not
only strategic decision processes and choices, but also top management team dynamics and even
broader sets of stakeholders.
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Chapter 3
CEO NARCISSISM, CAPABILITY CUES, AND RISK-TAKING
Risk-taking has been a subject of interest in fields as diverse as economics (Arrow, 1971;
Knight, 1921), anthropology (Douglas & Wildavsky, 1982), sociology (Beck, 1992), philosophy
(Hansson, 1996), law (Foster, Bernstein, & Huber, 1993), medicine (Shelp, 1983), psychology
and mathematics (Burke, 1991). Some researchers have studied risk as chance (e.g., in
mathematics), some as likelihood of loss (e.g., in health and medicine), and yet others have
studied risk as dealing with uncertainty (e.g., in economics). Scholars in strategic management,
too, have had a long-standing interest in understanding the antecedents and consequences of
managerial risk-taking (Bromiley, 1991; March & Shapira, 1987; Miller & Bromiley, 1990;
Sanders & Hambrick, 2007; Shapira, 1995).
Business decisions almost always involve an element of risk. Premiums paid for
acquiring firms, big research and development outlays, international forays and new product
launches are all examples of risky decisions. Some executives try to defend their competitive
positions (Miles & Snow, 1978), exploiting the already established markets of their firms. Some
are willing to explore (March, 1991). Why do some CEOs engage in far more risk-taking than
others? In spite of copious research on top executives in the last twenty years (summarized in
Finkelstein et al., 2009), we know little about the antecedents of risk-taking behavior at the upper
echelons of firms. A starting point of this inquiry might be that executives and decision makers
depart from technically optimal decisions or technically correct approaches to risk-taking, and
they depart for alternative reasons. Some executives are carried away by favorable external cues,
while some are by nature adventure-seekers. It can be things about the person. It can also be
things about the context.
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Several vantages have been proposed to understand risk-taking. These vantages include
objective and subjective, real and perceived, a priori and ex post dimensions of risk-taking
behavior. Behavioral decision theory (Slovic, Fischhoff, & Lichtenstein, 1977), in particular, has
proposed several theories of judgment, inference and choice that help explain why different
people perceive risk in different ways. Evidence from prospect theory (Kahneman & Tversky,
1979) shows that people are more focused on the changes in their utility states (gain or loss), and
not on the end states, per se. Losses are more painful than equal magnitude gains are pleasurable.
Thaler (1980) found that framing the same problem in a different way can affect people‘s risk
perceptions. Higgins‘s motivated cognition theory (1998) posits that people with a promotion
orientation see things through a gain—non-gain perspective, while people with a prevention
orientation see things through a loss—no-loss perspective. All these theories suggest that ‗human
factors‘ enter in when people make decisions under uncertainty. Executive decision making is
not an economic calculus.
Among the human factors that can affect strategic risk-taking, executive dispositions
(Kogan & Wallach, 1964) warrant more attention. Chief executive officers often have
disproportionate influence within the top management team (Hambrick, 1994; Klimoski &
Koles, 2001; Zaccaro, 2001), and the propensity to engage in risky behavior (Sitkin & Pablo,
1992) can come from the CEOs themselves. Several studies indicate personal qualities of
executives often result in greater risk-taking. In a study on the personality of chief executives,
Miller and colleagues found CEOs with greater internal locus of control tended to pursue more
product-market innovation, undertake greater risks, and lead rather than follow competitors
(Miller et al., 1982). In another study, inexperienced fund managers took greater risk than
experienced managers (Menkhoff, Schmidt, & Brozynski, 2006). Research on top executives has
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shown CEO dominance leads to acquisition decisions (Brown & Sarma, In Press), and
narcissistic CEOs (Chatterjee & Hambrick, 2006) deliver volatile stock prices, as measured by
company beta. These findings suggest that executives differ in their level of boldness and risktaking, and some executives are greater risk-takers than others.
Dispositions are generally viewed as tendencies to respond to situations, or to classes of
situations, in a particular, predetermined manner. Need states, attitudes, preferences, motives,
positive or negative affectivity are dispositions, and personality characteristics are the most
stable dispositions. The well known person-situation debate was specifically instigated by claims
that behavior is determined more by properties of situations than of people (Epstein, 1979;
Mischel, 1968; Nisbett & Ross, 1980). In the risk-taking literature, too, some situational
explanations have been offered. These include incentive designs (Sanders & Hambrick, 2007),
access to private information in financial centers (Christoffersen & Sarkissian, 2002), structural
power (Anderson & Galinsky, 2006), and troubled firms (Bowman, 1982).
In ascertaining the situational determinants of risk-taking, a little appreciated possibility
is that people respond not only to the objective features of a situation, but also, and quite often,
to the meaning that recent situations have had for them. And once such meanings have been
assigned, their consequent behavior is shaped by the ascribed meaning gleaned from the context.
From this perspective, these contextual cues can be prior, and may not reside in the focal
decision situation itself. Feedback from the consequences of earlier actions can prompt top
executives to take current bold decisions. In this paper, I study such cues that may hold cognitive
and motivational importance for executives because of their emotional interest, concrete imagery
and vividness (Nisbett & Ross, 1980). Capability cues, then, are external cues that indirectly
influence the CEO‘s perceived self-efficacy (Bandura, 1982b) through his or her legitimate
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external evaluation. Specifically, I focus on three kinds of capability cues: recent success, recent
media praise and recent awards for CEOs. Recent awards and media certification (Malmendier &
Tate, 2006; Wade, Porac, Pollock, & Graffin, 2006) can make celebrities out of CEOs. Recent
organizational success can also increase the CEO‘s confidence in their intuition and insights that
get converted into strategic choices. Recent media praise can make top executives believe in
their own press (Hayward et al., 2004a). These capability cues or efficacy signals can have a
positive effect on the CEO‘s confidence on his or her current initiatives.
In a study on managerial risk-taking, as measured by the premiums paid for acquisitions,
Hayward and Hambrick (1997) proposed a model of exaggerated self-confidence, or hubris, of
CEOs. They measured recent media praise, recent success, and self-importance of CEOs, and
combined these three indicators into a single hubris factor. This composite measure of CEO
hubris was a significant predictor of premiums paid in large acquisitions. Hayward and
Hambrick‘s findings present an intriguing puzzle. Recent media praise and recent organizational
success are confidence-enhancing cues that are efficacy signals from the environment, whereas
the CEO‘s sense of self-importance is a personal quality. It seems the authors conflated the two
different sources of self-confidence: the cues from the environment and the CEO‘s own personal
disposition (Hayward & Hambrick, 1997). What propels an executive to take risks? Is it
something about the CEOs themselves (Miller et al., 1982), or is it something about the way the
media and other external cues influence the executives (Hayward et al., 2004a), or both?
In this dissertation, I am following in the tradition of behavioral theorists who are
interested in the effects of both situational and dispositional factors in decision-making (Endler
& Magnusson, 1976; Trevino, 1986). But, instead of focusing on the question of the relative
influence of these two sets of forces, I investigate the impact of these two different sources of
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CEO self-confidence on risk-taking behavior, and more importantly the interaction of the two
determinants of CEO confidence.
I propose that in the face of a given decision, capability cues and dispositional narcissism
engender a state of confidence in CEOs, which in turn leads to risk-taking behavior. Hayward
and Hambrick (1997) developed a composite measure of CEO hubris that combined both
elements of CEO narcissism and capability cues. What has not been studied, however, is the
interaction of these two determinants of risk-taking behavior. Interactionist perspectives
(Trevino, 1986) are more complete for predicting individual behavior. Specifically, as we shall
see later, research on the interactive effects of dispositional narcissism and feedback are not
conclusive, and at best can be described as the narcissists‘ ‗if… then‘ (e.g., narcissists do X when
A but Y when B) situation-behavior signatures (Mischel, 2004). A primary purpose for this
paper, therefore, is to investigate the interaction of the contextual and dispositional determinants
of executive risk-taking.
I conjecture that the interactive effect of capability cues and narcissism on risk-taking
behavior can generate three alternative outcomes. The ‗combustible combination‘ hypothesis
posits that capability cues can egg on the self-enhancing narcissist to engage in extremely risky
behavior, beyond what would be predicted from the context and the executive‘s disposition
alone. The ‗need for self-authentication‘ hypothesis argues that both confidence-dampening and
confidence-enhancing cues trigger extreme risk-taking behavior in narcissists. Following
negative feedback from the market, the press and the business community, narcissistic CEOs
may take extraordinary risks – in anticipation of greater returns – to restore their slighted image
and boost their threatened ego. The third possibility is the case of ‗narcissistic self-sufficiency‘
(Sedikides & Gregg, 2001). In this scenario, narcissists are not buoyed up by positive capability
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cues, nor do they become timid in the presence of negative capability cues (Rhodewalt &
Eddings, 2002). By comparison, low narcissists become timid and risk-averse when they have
had adverse cues, and become confident and risk-seeking when they have had acclamatory cues.
The rest of the paper is organized as follows. First, I discuss various forms of risk-taking
behavior, and their effects on company performance. Then, I discuss CEO confidence as a
determinant of risk-taking behavior. I argue that the source of CEO confidence could be
capability cues and the CEOs‘ dispositional narcissism. Then, I discuss how CEO narcissism can
feed CEO confidence and the level of risk-taking. Next, I discuss three kinds of capability cues –
recent organizational performance, recent media praise for the CEO, and recent CEO awards –
that can contribute to CEO confidence and current changes in the level of risk-taking behavior.
Next, I present a simple model of capability cues interacting with CEO narcissism to generate
three possible scenarios of changes in risk-taking behavior. Using a sample of 279 CEOs from
two industry sectors, I test these hypotheses.

3.1. Risk-Taking and Effects on Company Performance
3.1.1. What is Risk?
The notion of risk has been a topic of interest in fields as diverse as mathematics,
medicine, anthropology, sociology, economics, law, psychology, philosophy and the humanities
(Althaus, 2005; Bernstein, 1996). The American Heritage Dictionary of the English Language
defines risk as the possibility of suffering harm or loss; the amount that an insurance company
stands to lose; the variability of returns from an investment; and a course involving uncertain
danger. The central issue in the concept of risk is how individuals respond to both problems and
opportunities, and therefore, is about decision-making under uncertainty (Knight, 1921).
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Behavioral decision theory, in particular, has dealt with the myriad judgments,
inferences, and choices human beings make under uncertainty. As early as 1738, Bernoulli used
the St. Petersburg paradox to infer that people do not value a prospect in terms of the objective
value of the outcome, but on the subjective values or utilities. Later, the introduction of
subjective utility theory provided a way of placing value not only on risky events with monetary
outcomes but also on uncertain events based on the degree of belief that a monetary outcome or
non-monetary event will occur (Savage, 1954). Prospect theory emphasized that in actual human
decision-making, losses loom larger than gains (Kahneman & Tversky, 1979). Human beings are
more focused on changes in their utility states than the states themselves. Adding more
complexity, Thaler showed how framing, or different ways of describing the same problem, can
underweight opportunity costs, and shift choices from risk-seeking to risk-averse. Credit card
lobbyists insisted on using the label ‗cash discount‘ rather than ‗credit card surcharge‘ for gas
stations that charge higher prices when customers use their credit cards instead of cash (Thaler,
1980).
In organizational studies, too, researchers have long been studying the antecedents and
consequences of managerial risk-taking (March & Shapira, 1987; Shapira, 1995). Multiple
definitions of risk have been used. Some have said risk involves uncertainty about the outcomes
(Bloom & Milkovich, 1998), some have said risk is primarily about avoiding losses (Kahneman
& Tversky, 1979), and others have said risk refers not to the unpredictability of outcomes but to
the costs involved (Fischhoff, Watson, & Hope, 1984). Few studies, however, have explicated
the various components of risk. Recently, in a decomposition of the various elements of risk,
Sanders and Hambrick (2007) proposed risk constitutes three distinct components: large outlays,
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large dispersion of possible outcomes, and the likelihood of substantial loss. These three
elements can enter into subjective risk calculations independently (Slovic et al., 1977).
Although the concept of risk is meaningful ex ante (Bowman, 1982), researchers have
often relied on the ex post measurement of risk. Some common indicators of risk are measures
based on stock returns, accounting measures and income stream uncertainty (Miller & Bromiley,
1990). Examples include inter-year performance volatility based on accounting returns (Bloom
& Milkovich, 1998), market-based risk measures, such as beta, derived from the capital asset
pricing model (Figenbaum & Thomas, 1986) or variance in analyst forecasts of the income of a
given firm (Bromiley, 1991). Although the concept of risk is relevant before the decision, in all
these attempts (Bromiley‘s measure is an exception) risk has been measured after the
consequences of the decision were known.
One way to measure risk ex ante is to follow the suggestion of Sanders and Hambrick and
identify those decisions that are high on all or any of the three elements of managerial risk: size
of the outlay, variance of probabilistic outcomes, and likelihood of substantial loss (2007: 7). It is
important to note that a decision may be risky based on the magnitude of the investment, but not
risky based on the possible variance in outcomes, and vice versa. All the above-mentioned ex
post measures of risk are useful indicators of the second element of risk: dispersion of possible
outcomes.

3.1.2. Some Examples of Executives’ Risk-Taking Behavior
Although top executives have to function under several internal constraints such as
bureaucratic inertia (Hannan & Freeman, 1984), and external constraints such as industry norms
(Meyer & Rowan, 1977), managers typically have a great deal of latitude of action in major
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strategic choices, especially in allocating resource for large outlays, deciding on the capital
structure and paying acquisition premiums. Abundant evidence from twenty years of research on
upper echelons theory has shown that top executives‘ biases, preferences and dispositions help to
explain organizational outcomes (summarized in Carpenter et al., 2004). Therefore, beyond the
very direct personal effects that CEOs may have on top managers who closely interact with
them, we can anticipate executives‘ decisions will have a significant impact on organizational
consequences (Peterson et al., 2003).
Almost all business decisions involve at least some amount of risk, but some decisions
are more risky than others. For example, uncertain long-term investments such as research and
development, capital expenditures, and acquisition investments are risky because of the meansends ambiguity of these large outlays. Big investments often have relatively longer gestation
periods, make room for many confounding variables to influence desired outcomes, and create
difficulty in knowing what means led to what ends. Interestingly, this ambiguity and the
possibility that the outcome of the managers‘ strategic choices will not be revealed for some time
makes the manager more optimistic, sometimes unrealistically (Calderon, 1993; Gilovich,
Griffin, & Kahneman, 2002). Evidence from recent studies indicate that CEO dominance (Brown
& Sarma, In Press) and CEO narcissism (Chatterjee & Hambrick, 2006) are particularly related
to investment magnitude. Unlike ex post measurement of risk, these examples allow us to study
risk-taking behavior before we can know the consequences of the choices made.

3.2. Self-Confidence as a Determinant of Risk-Taking
Prevailing theory posits that risk exists in the eyes of the beholder (Sitkin & Pablo, 1992).
In the above mentioned studies on various risky choices such as introduction of pioneering
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products (Simon & Houghton, 2003), betting of personal wealth in stock options (Malmendier &
Tate, 2005), paying high premiums for acquisitions (Hayward & Hambrick, 1997) and
acquisition decisions (Brown & Sarma, In Press), researchers have consistently argued that top
executives are in a state of ‗overconfidence‘, or certainty about the future, which has increased
their risk propensity (Sitkin & Pablo, 1992). If probabilities of future outcomes are subjective
beliefs of the CEOs involved in the decision-making, where do these subjective beliefs come
from? In the following sections, I argue that CEOs‘ exaggerated confidence, or strong subjective
self-beliefs, has two sources: capability cues from the context and the CEO‘s own personal
qualities.
Hubris was first introduced in the management literature by Richard Roll (1986) when he
theorized executive hubris as a cause for corporate takeovers. Ten years later, Hayward and
Hambrick (1997) defined hubris as extreme self-confidence, and developed their own
unobtrusive indicators of CEO hubris. In their study of acquisition premiums of 106 publicly
traded firms, Hayward and Hambrick (1997) found evidence that hubris infected CEOs paid
higher premiums paid in acquisitions. As defined by the authors, hubris, it must be noted, is
extreme self-confidence, but not necessarily ‗excessive‘ or ‗over‘confidence. Risk, therefore, as
demonstrated by their study, can be predicted if one can measure the various elements that
comprise CEO hubris, or extreme confidence.

3.2.1. The Problem with “Overconfidence”
The term ‗overconfidence‘ is often used in studies of judgment and decision-making, and
has been offered as an explanation for mergers and acquisitions (Malmendier & Tate, 2005),
entry into competitive games (Camerer & Lovallo, 1999), premiums paid for acquisitions
(Hayward & Hambrick, 1997), high rates of investor trading (Benos, 1998), arbitration (Neale &
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Bazerman, 1985), and aggressive foreign policy (Johnson, 2004). In this paper, I use the term
overconfidence with restraint, and at the onset, two things need to be made clear. First, numerous
researchers have used the term ‗overconfidence‘ to depict not one, but at least three different
(and related) concepts (Moore & Healy, 2007). Overconfidence means overestimation of one‘s
ability (Koellinger et al., 2007). Overconfidence also means overplacement, or the belief that one
is better than others, commonly known as the better-than-average effect (Alicke et al., 1995).
Finally, overconfidence also means overprecision, or accuracy of one‘s beliefs, often measured
as distortions in forecast estimates (Loffler, 1998). In this paper, I do not attempt to dissect each
of these types of overconfidence separately. Instead, I treat them as different mechanisms that
lead to heightened risk-taking.
Second, and perhaps more importantly, the term ‗over‘confidence implies an objective
observer knows what the correct level of confidence is. We know the expected level of
confidence in the toss of a coin (an exercise often used in experiments), but we do not know the
right amount of confidence required for, say, launching a new product, building a new plant or
paying for an acquisition. Therefore, for the purposes of hypothesizing the causes of risk-taking,
I will use the term ‗confidence‘. Capability cues, then, are external cues that indirectly influence
the CEO‘s perceived self-efficacy (Bandura, 1982a) through his or her legitimate external
evaluation. I use three examples of these contextual cues: recent performance, recent media
praise and recent awards. These signals make CEOs believe in their self-competence and
encourage them to indulge in greater risk-taking (Krueger & Dickson, 1994).

3.2.2. Where Does Confidence Come from?
The study by Hayward and Hambrick (1997) gives some directional ideas on the sources
of CEO self-confidence. Their composite measure of hubris comprised recent media praise for
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the CEO, recent organizational success, and the CEO‘s self-importance as measured by the
CEO‘s compensation divided by that of the second highest-paid executive in the firm. The first
two measures captured the positive cues from the context that boost the CEOs‘ beliefs. The third
measure, a proxy for the CEOs‘ self-importance, captured the narcissistic tendencies of the CEO.
Greater relative compensation conveys the superiority (the CEO is the most valuable person in
the organization) and entitlement (He or she deserves far more compensation than anyone else in
the organization) factors of the multidimensional narcissism construct (Chatterjee & Hambrick,
2007a). The authors, however, did not elaborate on these two different sources that lead to risktaking behavior.
In this paper, I formalize these arguments, and propose a careful decomposition of the
two main drivers of confidence. As shown in Figure 1, capability cues and CEO personality,
specifically dispositional narcissism, are the sources of CEO self-confidence. CEO confidence,
in turn, leads to greater risk-taking. More importantly, I investigate the interaction of these two
sources of CEO confidence: capability cues and CEO narcissism.

3.3. CEO Narcissism and Risk-Taking
A source of CEO confidence is the CEOs themselves. Individuals differ in beliefs about
their own abilities. Narcissists, for example, are highly confident of themselves on activities that
involve their own agency. These include several agentic traits such as intelligence (Gabriel et al.,
1994), analytical capability (John & Robins, 1994), academic potential (Farwell & WohlwendLloyd, 1998), and leadership qualities (Judge et al., 2006). As a consequence of their excessive
self-confidence, we can expect that narcissists take bigger risks than others.
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Several studies have reported that personal qualities of CEOs predict risk-taking
behavior. In a study of 58 business units, general managers, who were more willing to take risk
and were tolerant of ambiguity, were also more effective in managing the relatively risky
activities of increasing sales and market share compared to incremental cost-cutting (Gupta &
Govindarajan, 1984). In another study of 97 firms, flexible, or relatively adventurous, CEOs
tended to take bigger risks than guarded and cautious CEOs (Miller & Toulouse, 1986). Miller
and colleagues (1982) found that CEOs who scored high on internal locus of control pursued
more innovations, and took greater risks. CEOs can also influence the behavior of their top
management team‘s orientation towards risk. In a recent study on CEO personality, Peterson and
associates found that CEOs who scored high on openness-to-experience, a big five personality
trait, tended to foster greater risk-taking in their senior management teams (Peterson et al., 2003).
In this paper, I specifically focus on executive narcissism as a predictor of risk-taking
behavior. Highly narcissistic CEOs are defined as those who have very inflated self-views, and
who are preoccupied with having those self-views continuously reinforced (Campbell et al.,
2004). There are at least three reasons for studying the risk-taking behavior of executives with
narcissistic tendencies. First, abundant anecdotal evidence (Deutschman, 2005; Vogel, 2006) and
descriptive studies by social scientists (Kets de Vries, 1994; Maccoby, 2003) convey the
prevalence of narcissism in executives. Second, recent attempts at using unobtrusive indicators
of narcissistic tendencies of executives suggest that CEO narcissism can be systematically and
reliably measured in large-scale samples and that these tendencies are indicative of important
strategy and performance outcomes. Third, contrary to the variable external capability cues,
dispositional narcissism is a relatively stable trait. In a study of 175 volunteer twin pairs, the
heritability of several personality dimensions was estimated, to understand the relative
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contributions of genes and environment (Livesley, Jang, Jackson, & Vernon, 1993). Narcissism
was found to have the highest heritability factor (0.64).
Between the two fundamental needs of nurturance and security (Maslow, 1955),
narcissists are in active pursuit of nourishment rather than protection. Focused on success and
achievement, they have a strong desire to ‗approach‘ high self-regard (Higgins, Friedman,
Harlow, Idson, Ayduk, & Taylor, 2001; Rhodewalt & Sorrow, 2003). A promotion focus on
hopes and aspirations provides the ‗narcissistic supply‘ (Kernberg, 1975), and satisfies
nurturance needs. Because of their promotion-focus, narcissist can be carried away by the
imagined benefits of first-moves. A recent meta-analysis demonstrated a strong positive
relationship between narcissism and impulsivity, or a dispositional lack of self-control (Vazire &
Funder, 2006). However, acting quickly without much forethought can lead to increased
uncertainty of the outcome or range of potential outcome probabilities, and therefore, greater
risk. Moreover, there is empirical evidence that narcissists are susceptible to boredom (Wink &
Donahue, 1997) and engage in various forms of ‗sensation-seeking‘ (Emmons, 1981). The
narcissist‘s behaviors provide immediate satisfaction for their desire for recognition, but may
lead to risky decisions.
Several studies have documented that individuals with narcissistic tendencies take greater
risks and display more grandiose behavior than their more modest counterparts (Baumeister,
Bushman, & Campbell, 2000; Campbell et al., 2004; Krueger & Dickson, 1994; Raskin et al.,
1991). In a study of 111 CEOs in the computer software and hardware industries, Chatterjee and
Hambrick (2007) found that narcissistic CEOs undertake high-risk high-reward strategies, and
deliver extreme and fluctuating organizational performance. There are two conduits through
which narcissism can influence risky choices. First, because of their high positive self-regard
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narcissists are likely to view every option more positively than other executives do. As a result, a
narcissistic CEO will consider almost any strategic choice as less risky than other executives. In
other words, narcissists dwell upon promotion opportunities. They are focused on success and
achievement and display little conscious avoidance of failure (Elliot & Thrash, 2001). They
experience success and failure as presence of positive outcomes (gains) and absence of positive
outcomes (non-gains). Each foregone gain is a missed opportunity for another accomplishment.
Thus, contrary to prospect theory‘s (Kahneman & Tversky, 1979) suggestion, narcissists are
likely to bet on successful outcomes with less worry for failure. For narcissists, it seems, losses
are not more painful than equal magnitude gains are pleasurable.
Second, beyond their perception of risk, narcissists have a personal preference for those
alternatives that provide them their narcissistic supply. These alternatives are the ones that are
most grandiose, providing the narcissist a chance to be in the limelight simply by taking the
action. Grandiosity and ego-inflation are key characteristics of the narcissistic personality
(Kernberg, 1975). These two factors can push the narcissistic CEO to engage in risk-laden
spectacular projects (Kets de Vries & Miller, 1985) in pursuit of excessive admiration from
others. Preoccupied with their fantasies of unlimited success, grandiose plans and exhibitionistic
tendencies, the narcissistic CEO wants to have a quantum effect (Quinn, 1980) on the
organizations they lead through diversification, acquisitions and divestitures, and other big
projects. Thus:
Hypothesis 1: The greater the narcissistic tendencies of a firm’s CEO, the greater
the risk-taking behaviors of the firm.
3.4. Capability Cues and Changes in Risk-Taking
External cues can affect a state of confidence. In one of the earliest experiments on
contextual cues and subsequent aspiration levels, Postman and Brown tested the impact of
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success-related and failure-related cues on perceptual selectivity. Students of the success group
aspired for more wish-fulfilling outcomes, but students of the failure group were oriented
towards wish-denying outcomes (Postman & Brown, 1952). The findings revealed an interesting
phenomenon. The context ‗readies‘ the human mind to selectively perceive (Bruner, 1957), and
be sensitive to, external cues. Few years later, Dearborn and Simon (1958) found that exposure
to a particular functional area causes managers to attend to certain information in a complex
business situation and to interpret that information in terms that suits their perceptual readiness,
which was, in this case, their functional expertise. Top executives, too, are not immune from
contextual cues. More importantly, these cues exist outside the boundaries of the focal situation
itself.
Like the Carnegie School theorists, psychologists, too, were trying to understand how the
context has an effect on the person. Mischel (1968) argued that a subject‘s behavior has two sets
of predictors: 1) characteristics of the context, and 2) subject‘s own personal characteristics. If
the cues are clear (or ‗strong‘), the context (as a predictor) prevails. A ‗weak situation‘ is
ambiguous and uncertain. In such weak situations, the executives‘ personal frame of reference
often becomes the basis for action. Perhaps, it is easier to understand the influence of recent
positive (and negative) cues on CEO self-confidence if we consider the circumstances in which
the CEO of a company acts.
First, top executives have to encounter far more information than they can comprehend.
These reports (e.g., brand equity, market share, market growth, advertising campaigns, new
product lines etc. to name a few) can be uncertain, ambiguous and even contradictory (March
and Simon, 1958; Cohen and March, 1974). In the midst of too much information, recent
performance, media praise or awards are clear and categorical signals. They are assessments and
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external attestations by legitimate authorities that the CEO has taken some good decisions, and
was convinced to follow them through. In such a scenario, clear and unambiguous positive
feedback is likely to boost the CEO‘s self-confidence.
Second, subjective judgments, and mental short cuts, by executives are important
components in the process of strategic decision-making (Barnes, 1984). One such mental short
cut, known as the availability heuristic (Tversky & Kahneman, 1973), suggests that human
memory mediates judgment. CEOs are likely to take decisions based on how easily an example
can be brought to mind. Several factors may contribute to the availability of information
(Sherman & Corty, 1984), and vividness can be the most important of these (Nisbett & Ross,
1980; Shedler & Manis, 1986). An event is vivid to the extent it is ―emotionally interesting,
concrete and imagery provoking and proximate in a sensory, temporal, or spatial way‖ (Nisbett
& Ross, 1980: 45). CEOs do not deliver extraordinary performance, receive media praise, or get
awards on a regular basis. These are important events in any executive‘s career, and are
cherished. In other words, the ‗highs‘ of the emotional ‗events‘ or exemplars (Fiske & Taylor,
1984) become more salient than the schemas or prototypes of everyday life (Neisser, 1967).
Research in the social sciences has consistently provided evidence that feedback in terms
of gain and loss, or success and failure, has a significant impact on managerial confidence. Past
success is likely to increase managerial aspirations in a big way. Individual self-confidence tends
to increase with recent successes (Fischhoff, Slovic, & Lichtenstein, 1977), and prior success in
risk-taking can result in even more risk-taking. In a study of forty-one commercial nuclear
reactors, Osborn and Jackson (1990) found that managers of these utilities took more risks
(measured as violating regulatory stipulations) under conditions of prior success than under
conditions of prior failure. Thaler and Johnson (1990) reported similar findings. Prior gains
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(Singh, 1986), or ‗house money‘ (Thaler & Johnson, 1990) can facilitate risk-seeking behavior in
executives. Similarly, past failure can make managers risk-averse. According to the threatrigidity thesis, when individuals are threatened by likely losses they become risk-averse (Staw,
Sandelands, & Dutton, 1981), or hyper vigilant (Janis & Mann, 1977). There are several reasons
for risk-aversion after perceptions of failure. Psychological stress and anxiety sets in, individuals
start relying on past routines (Postman & Bruner, 1948), and attention is diverted to dominant
cues neglecting peripheral ones that might generate alternative possibilities (Easterbrook, 1959).
In the following sections, I develop hypotheses arguing that if a CEO has initially been
doing well recently, and has received a lot of flattery or positive cues, he or she will be infected
with a great deal of self-confidence, which will result in an increase in current levels of risktaking. Past success tends to bring about changes in perceived self-efficacy, which in turn leads
to increases in subsequent risk-taking (Krueger & Dickson, 1994). In other words, the greater the
capability cues for the CEO, the greater will be the increase in the risk-taking behavior of the
firm. The contextual cues that signal success (or failure), and influence self-confidence in
executives, can be many. I consider three such capability cues: recent organizational
performance, recent media praise for the CEO, and recent awards won by the CEO.

3.4.1. Recent Performance
Recent performance influences an organization‘s strategic decision making (Miller,
1994). Prior success can influence subsequent expectations of success, as measured by the
probability estimates of one‘s own confidence in future outcomes (Feather, 1966; Schmalensee,
1976), and recent performance is likely to affect the CEO‘s self-confidence in at least four ways.
First, successful executives are likely to believe more in the efficacy of their leadership, and
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credit themselves with the accomplishment. Past performance can result in a belief that the CEO
is aware of the market trends (Deshpandé & Gatignon, 1994), and is confident of his firm‘s
ability to respond to rivals‘ actions (Miller, 1994). Second, recent performance can have
symbolic effects, which in turn, can substantially empower the CEO to allocate resources, or to
take greater risk. Recent success, for example, will heighten the CEO‘s status in the business
community, and is likely to provide the CEO legitimacy and power within the organization, and
as a result, greater access to resources (Dean & Sharfman, 1993).
Third, attribution can come from the employees of the organization as well, who are
likely to commit themselves more to the CEO‘s ideas. As a consequence of these applauses from
various quarters, the CEO is likely to overestimate his or her abilities. Fourth, aspiration-level
adjustments are relatively slow, especially downward adjustments (Cyert & March, 1963).
Executives will need time to recalibrate or revise their perceptions of their own capability.
Recent success is likely to increases the CEO‘s self-confidence (Brockner, 1988), bolstering the
CEO‘s tendency to take riskier decisions.
Hypothesis 2: The better the recent performance of the firm, the greater the
current increase in risk-taking behaviors of the firm.

3.4.2. Recent Media Praise
Recent media praise can affect risk-taking behavior in a three step process. First, when
journalists notice distinctive and consistent strategic actions of a firm, they attribute the firm‘s
trajectory and performance to the CEO of the firm (Meindl, Ehrlich, & Dukerich, 1985). In doing
so, the reporters neglect the broader situational factors that could have contributed to firm
strategy and performance. Journalists work under time pressures to make sense of firm
performance, and often resort to relatively simple accounts of leadership. With increased
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availability of information about personal habits of CEOs, there has been increasing media
attention paid to the personal traits of CEOs. Second, when journalists celebrate the top
executive‘s leadership of a firm, the CEO, too, tends to believe in his or her press neglecting
other situational factors that might have contributed to the firm performance (Hayward et al.,
2004a). According to social comparison theory (Festinger, 1954), human beings have a
motivation to maintain unrealistically positive images of themselves relative to others. Recent
media praise provides the stimulus to maintain the better-than-average effect (Alicke et al.,
1995), and reinforces the CEO‘s belief in his or her actions.
The media can, then, make celebrities out of executives (Hayward et al., 2004a). Not only
the general populace, but CEOs themselves begin to have enhanced perceptions of their selfefficacy. According to self-perception theory (Bem, 1972) people often decide on their own
attitudes by being conscious of how they think others evaluate them. Increased CEO selfconfidence propels the CEO to take greater risks such as putting the firm on a fast high growth
trajectory, introducing new product lines, or making fast decision without thinking through the
consequences of those decisions. Thus:
Hypothesis 3: The greater the recent media praise for the firm’s CEO, the greater
the current increase in risk-taking behaviors of the firm.

3.4.3. Recent Awards
Media praise, typically, comprises a favorable article about the CEO in a newspaper, or a
business magazine. Such articles can have a wide range, from unequivocally favorable to
decidedly negative appraisals. However, recent awards are even stronger signals, primarily
because they are categorical. The business media organizes many contests within office-bearing
CEOs. Some examples are Financial World’s annual ‗CEO of the Year‘ competition, Business
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Week’s ‗Best Manager‘ and ‗Best Entrepreneur‘, and Chief Executive’s ‗CEO of the year‘
contest. These awards is likely to confer a great deal of ‗prestige power‘ (Finkelstein, 1992) on
the winning CEOs amongst the business elites. Apart from symbolic consequences, substantially
the award is a legitimate attestation of the CEO‘s ability to cope with environmental
contingencies. Therefore, these awards are a source of ‗expert power‘ (Finkelstein, 1992) as
well. These positive capability cues from the business community are likely to add to the CEO‘s
self-confidence, increasing the likelihood of greater risk-taking.
There is another intriguing finding from recent research that leads us to a possible link
between recent awards to heightened risk-taking. In at least two studies, recent awards led to
immediate higher compensation for the CEOs, and subsequent poor performance in firms
(Malmendier & Tate, 2006; Wade et al., 2006). Malmendier and Tate (2006), for example, had a
matched sample of CEOs who did not get the awards but they performed as though they could
have. The group of CEOs who received awards delivered inferior performance, and the analyses
confirmed that the striking results were not because of regression to the mean. Wade and
colleagues, too, mention that CEO hubris might be a possible cause for the poor performance of
award winning CEOs (2006: 657).
There are two possibilities why these apparently skilled CEOs delivered inferior
performance. Perhaps, after the CEOs won these big awards, they became risk-averse, afraid to
fall from the pinnacle. Conversely, it is possible that the CEOs became more risk-seeking, and
undertook big uncertain projects that led to poor performance. The fact that soon after winning
the awards the ‗superstar CEOs‘ started writing their memoirs, and assumed board seats in other
organizations (Malmendier & Tate, 2006) is an indication that the latter is more likely. Recent
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awards boost the self-confidence of CEOs, who then engage in extreme risk-taking behavior.
Thus:
Hypothesis 4: The greater the recent awards for the firm’s CEO, the greater the
current increase in risk-taking behaviors of the firm.

3.5. Interactive Effect of Capability Cues and CEO Narcissism on Changes in Risk-Taking
Efficacy, or capability, cues from recent events can have a significant effect on executive
decision making. Recent negative cues can make executives more modest in their aspirations,
and risk-averse in their chosen strategies, and positive cues more risk-seeking. Recent success,
recent media praise, and recent awards equip CEOs with a justified belief in their abilities, and
can result in risky decisions for their pursuit of even more acclaim. At the same time, narcissists
are predisposed to take greater risks. Cognitively, narcissists tend to perceive the risk of their
chosen strategies lower than others‘ evaluations. Motivationally, narcissists gravitate to
grandiose plans in their quest for attention, and inflated self-images. The narcissist‘s
hypercompetitive tendency (Ryckman et al., 1994), a habit of domination (Brown & Zeigler-Hill,
2004), and impulsive decision-making (Vazire & Funder, 2006) without thinking through the
consequences can lead to highly speculative and uninhibited choices.
What we do not know, however, is the effect of an interaction between CEO narcissism
and capability cues on changes in risk-taking behavior. For instance the combination of
narcissism and positive capability cues might be a ‗combustible combination‘, while narcissists
may not be discouraged at all by negative capability cues. They might be immune from negative
feedback, but hyper propelled by positive cues. However, for non-narcissists it may be just the
reverse. It might be non-narcissists become very timid and risk-averse when they receive
negative feedback, and risk-seeking following success and acclaim.
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In the following sections, I argue that the interactive effect of capability cues and
narcissism on risk-taking behavior can generate three possible outcomes. The first possibility is
the case of a ‗combustible combination‘. Positive capability cues can egg on the self-enhancing
narcissist to increase his or her risky investments. The second possibility is the case of the
narcissistic CEOs‘ ‗need for self-authentication‘. Following negative feedback from the market,
the press and the business community, narcissistic CEOs may take even greater risks – in
anticipation of greater returns – to restore their slighted image, and boost their threatened ego.
The third possibility is the case of ‗narcissistic self-sufficiency‘ and denial of any selfassessment (Sedikides & Gregg, 2001). Some scholars equated narcissists with high-functioning
autistics, marching on ‗about their daily business, oblivious to what others think of them‘
(Sedikides & Gregg, 2001: 238). In this scenario, narcissists are not buoyed up by positive cues,
nor do they become timid in the presence of negative cues (Rhodewalt & Eddings, 2002).
However, non-narcissists become timid and risk-averse when there are adverse cues, and become
confident and risk-seeking when there are acclamatory cues.

3.5.1. Scenario 1: Capability Cues and Narcissism as a “Combustible Combination”
Positive capability cues and dispositional narcissism can be an explosive mixture, leading
to extraordinary increases in risk-taking. There may be at least three reasons why narcissists can
get very carried away when they do well. First, recent media praise, awards and performance are
external (and legitimate) affirmations of their already enhanced self-views. Narcissists perceive
the evaluation technique as more diagnostic and more precise indication of his abilities when the
feedback is positive (Kernis & Sun, 1994). They attribute all success to themselves, and are
super propelled to be full of themselves and engage in even more unrestrained risk-taking.
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Second, the confidence-enhancing cues also serve the essential purpose of providing ‗narcissistic
supply‘, or an ideal self-image, to the self-obsessed executive. Absorbed in his own inner world,
the narcissist might tend to lose touch with reality. The narcissist‘s detachment from market
realities (Brown, 1997) and belief in his own heuristics, insights and intuition (Eisenhardt &
Zbaracki, 1992) might lead him to think that the environment can be manipulated and acted upon
according to his grand plans. Thus, recent success, media praise, and awards can bolster the
narcissist‘s risk-taking tendencies.
The third reason follows from the risk-as-feelings hypothesis (Loewenstein, Weber,
Hsee, & Welch, 2001). A variant of the affect heuristic (Slovic, Finucane, Peters, & MacGregor,
2007), the risk-as-feelings hypothesis argues that feelings need not be mediated by cognition,
and risk preferences can be a result of irrational exuberance or trepidation. In this perspective,
losses and gains are not merely cognitive appraisals, lending themselves to an account of costs
incurred and benefits generated. Anticipated loss or gain is also a prediction of future feelings.
Losses generate pain, whereas gains are pleasurable. Psychologists have long maintained that
affective extremity is a common characteristic of the narcissistic personality (Emmons, 1987;
Kernberg, 1975). Gains and losses are likely to carry a great deal of hedonic intensity (Idson,
Liberman, & Higgins, 2000) for narcissists, who are by nature sensation-seekers (Emmons,
1981). Affective events play a role in individual decision-making and choice behaviors (Seo,
Barrett and Bartunek, 2004), and are likely to influence narcissists more than the general
population. Recent emotional experiences are likely to excite the promotion-focus narcissist into
the possibility of more gains. The combination of narcissism and confidence-enhancing cues
might trigger aggressive risk-taking behavior. Thus:
Hypothesis 5: The interaction between CEO narcissism and recent capability
cues will be positively related to current increases in risk-taking behavior.
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Specifically, a combination of highly positive capability cues and high CEO
narcissism will lead to greater increases in company risk-taking than would
occur from the additive effects of the two alone.

Figure 2 portrays the interaction effect of confidence-enhancing cues and narcissism on
changes in risk-taking behavior. As shown in the figure, under conditions of neutral performance
highly narcissistic CEOs take bigger risks than low narcissists. In the presence of confidenceenhancing cues, risk-taking tendencies increase for both high and low narcissists; but high
narcissists take much greater risks than low narcissists.

3.5.2. Scenario 2: Narcissists’ “Need for Self-authentication” and Capability Cues
Capability cues can be both confidence-dampening (following losses), and confidenceenhancing (following gains). A key characteristic of narcissists is the paradoxical nature of their
self-esteem. They harbor very high self-evaluations, but at the same time they are highly
vulnerable to negative appraisals. Narcissists have high (Emmons, 1984), but fragile self-esteem
(Kernis & Paradise, 2002). Because narcissists are ego-involved individuals, their self-esteem is
easily threatened (Robins & Beer, 2001). However, following the negative capability cues,
narcissists do not lower their self-appraisal. Instead, when narcissists cannot live up to their
inflated self-portrayals, they engage in protecting, managing and enhancing their self-esteem
(Raskin et al., 1991) with even greater zeal. Specifically, narcissists deny the legitimacy of the
negative cues, and cast aspersions on the ability of the evaluator. The dislike and disdain for the
source of the negative cues can also provide fuel for the ‗narcissistic rage‘, dominance (Brown &
Zeigler-Hill, 2004) and hostility (Raskin et al., 1991; Rhodewalt & Morf, 1998). Grandiose selfimages protect the narcissist from self-doubt. Therefore, following negative feedback, narcissists
may tend to engage in even greater risk-taking to compensate for their diminished reputation.
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It is interesting to consider Shapira‘s (1995) experiments on risk tendencies of managers.
In a series of experiments, executives were asked to rate the amount of risk they would take
under various scenarios of success and failure. The results indicated that risk attitudes of
executives became more and more asymmetric under larger degrees of success and failure.
Overall, executives tended to take more risk following considerable failure, than after
considerable success. Interestingly, and relevant to this project, the analyses revealed an
intriguing pattern when individual differences of these executives were considered. Adventurous
executives (analogous to sensation-seeking narcissists) were likely to take great risks following
considerable failure. Cautious executives (analogous to executives with low narcissistic
tendencies), however, displayed a more linear relationship with positive feedback. They took
greater risks following success, and minimal risks following failure. Impulsive and sensationseeking narcissists (Emmons, 1981) are likely to resemble the ‗adventurous‘ executives.
Coupled with the earlier argument that narcissists take greater risks after receiving
positive capability cues that reinforce their highly enhanced self-images, the interaction of
narcissism and negative capability cues provides us an interesting possibility. Narcissistic
executives take greater risks than other executives for purposes of achieving dominance, but also
for purposes of ensuring survival. Following positive cues about their self-efficacy, narcissists
tend to consider the evaluation technique as more diagnostic, and the appraiser as more
competent than what non-narcissists do. Following negative cues, unlike non-narcissists,
narcissists tend to consider the feedback as less diagnostic, and the evaluator less capable (Kernis
& Sun, 1994). The need for survival is accentuated in narcissists by an intense need to prove
their authenticity. In sum, narcissism moderates the curvilinear relationship between capability
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cues and risk-taking among managers. To test this interaction effect, I have the following
hypothesis:
Hypothesis 6: There will be a curvilinear interaction between capability cues and
CEO narcissism on increases in firm risk-taking. Specifically, highly narcissistic
CEOs will take greater risks after extremely negative and extremely positive
capability cues, and will be most measured in their risk-taking after receiving
medium, or neutral, capability cues.

Figure 3 portrays the interaction effect of capability cues and narcissism on risk-taking
behavior. As shown in the figure, narcissists increase their risk-taking after positive and negative
capability cues, but lesser risks after neutral cues. Low narcissists, on the other hand, minimize
their risks after receiving negative feedback, and take greater risks with greater positive
feedback.

3.5.3. Scenario 3: “Narcissistic Self-sufficiency” or Insensitiveness to Contextual Cues
In both hypotheses 5 and 6, the deductions are consistent with the theory that narcissists
are more susceptible to external cues than non-narcissists. They are motivated to take more risks
by the buoying positive cues. They are also driven by the negative cues to compensate for
depletions in self-regard, and therefore, take even greater risks in anticipation of better
performance. A little appreciated possibility is that narcissists are full of self-confidence
regardless of the external cues. Confidence might come strictly from the person without any
external cues. It is possible that narcissists react to capability cues differently than nonnarcissists. It might be that narcissists do grand and risky things regardless of self-efficacy cues,
compared to non-narcissists who are emboldened by recent success, media praise and awards.
Similarly, they are not particularly concerned with negative capability cues and their selfassessments are buffered by self-aggrandizing memory (Rhodewalt & Eddings, 2002). In other
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words, narcissistic CEOs are extremely confident that they are making the right strategic choices
and they do not need external certification. Unlike others, narcissists do not even pay requisite
attention to the way social (e.g., journalists, followers), legal (e.g. regulatory officials) and
economic arbiters (e.g., board members, market forces) react to their decisions. It is also possible
that narcissists may draw upon their narcissistic supply from sources other than those related to
the firms they lead (e.g., friends, spouse).
On the contrary, CEOs who score low on narcissism may be the ones who are really
propelled, or discouraged, by external cues. Low narcissists, who do not have any disposition
that generates unbridled optimism and confidence about future outcomes, are particularly
impelled by recent success, praise and awards. The capability cues from the external business
environment might have little bolstering effect on the relationship between narcissism and risktaking behavior. However, this relationship will be much more strong and positive for low
narcissists than for high narcissists. Similarly, unlike low narcissists, negative cues will not have
any dampening effect on the risk-taking behavior of narcissists. Low narcissists, on the other
hand, will become risk-averse after receiving negative capability cues. Thus:
Hypothesis 7: The interaction between CEO narcissism and capability cues will
be negatively related to current increases in risk-taking behavior. Specifically, the
relationship between capability cues and changes in risk-taking behavior will be
more strongly positive for low narcissists than for high narcissists.

Figure 4 depicts the interactive effects of high and low narcissists with capability cues on
changes in risk-taking behavior. As shown in the figure, narcissists are predisposed to take
greater risks, and they are not particularly influenced by either confidence-enhancing or
confidence-dampening cues. However, the effect of capability cues on changes in risk-taking is
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significantly higher for low narcissists. They are emboldened by positive cues, and are
disheartened by negative cues.
It is important to note that disregarding external cues is not the same as perseverance. The
latter would entail starting a project and continuing with the same initiative regardless of the
external signals. For the purposes of this empirical project, I am not going to measure whether
the CEO continues with the same project or not. Instead, the dependent variable measures
whether the CEOs continue to do additional risky or grandiose things. A continuation of the
same pattern of behavior – persistent risk-taking – is not the same as persistence or tenacity in
following through a particular project or strategy.

3.6. Data and Methods
3.6.1. Sample
For the purposes of this paper, I needed industries where executive characteristics can
(potentially) have a wide range, firms do not operate in a highly regulated environment, and the
population has a substantial number of publicly held firms. I used ratings of managerial
discretion (Finkelstein & Hambrick, 1996; Hambrick & Abrahamson, 1995) to choose two high
discretion industries, primarily because these industries are likely to have variance on the various
measures in the study. Finkelstein and Hambrick (1996) assigned discretion scores to seventy
industries, ranging from 2.01 to 6.89. For the purpose of establishing generalizability, I collected
data on CEOs from two industry sectors: 1) computer hardware and software and 2) retailers.
Both industry sectors had medium to high discretion scores.
I started by identifying all the relevant companies in these two industry sectors by their
primary SIC codes, as listed in Execucomp between 1992 and 2006. The companies from the
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computer industry comprised two sectors: software and hardware. The companies from the retail
industry comprised five broad sectors: variety stores, apparel and accessories, home furnishing
and consumer electronic stores, eating places, and miscellaneous stores. Table 2 lists the sample
of firms by SIC codes, sectors, and industry. In all the analyses, I have included control
indicators for the various industry sectors.
Some of the measures are available in digital form only after January 1992. I identified
CEOs for every firm-year in this timeframe, noted the start of each CEO‘s tenure and imposed
two filters. First, I considered only those CEOs who started their tenure (year t) during or after
1991. Second, I included only those CEOs who had four or more total years of tenure. These two
filters generated 152 CEOs and 134 unique firms in the computer industry and 127 CEOs and
107 unique firms in the retail industry.
I averaged data from the second and third years of each CEO‘s tenure (t+1 and t+2) to
measure narcissistic tendencies, omitting the first year of the CEO‘s tenure because it often has
anomalies associated with succession. Dependent variables were measured annually for each of
the subsequent years of the CEO‘s tenure (t+n, where n > 2), yielding a total of 542 firm-years
and 440 firm-years respectively in the computer and retail industries for testing the effects of
narcissism. Thus the measure of CEO narcissism was invariant, reflecting the view that
narcissism is a relatively stable disposition, and temporally preceded the measurement of
company outcomes. This lagged design puts the hypotheses to a conservative test, because there
is no circular or recursive relationship between the narcissism measure and the dependent
variables.
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3.6.2. Data Set-up
I collected data from the second and third years of CEOs‘ tenures (years t + 1 and t + 2)
to measure the CEOs‘ narcissistic tendencies. CEO risk-taking behavior was measured annually
for each of the subsequent years of the CEO‘s tenure (t + n, where n > 2). Capability cues were
measured annually for each prior year in the CEO‘s tenure (t + n - 1, where n > 2). Designed in
this manner, the independent variables have temporal precedence over the dependent variables.
Figure 5a explains the design of the lagged data for one CEO in my sample. The sample
consists of 5 CEOs with tenures ranging from at least four years to a maximum of sixteen years.
As shown in figure 5b, the final sample comprises pooled cross sectional time series, or an
unbalanced panel, data set having potentially multiple observations on each CEO over time.

3.6.3. Independent Variables: CEO Narcissism
I used unobtrusive measures in years t + 1 and t + 2 of the CEO‘s tenure to tap CEO
narcissism. My starting point was the five archival measures of narcissism used by Chatterjee
and Hambrick (2007a). These are 1) the prominence of the CEO‘s photograph in the company‘s
annual report; 2) the CEO‘s prominence in the company‘s press releases; 3) the CEO‘s use of
first person singular pronouns in interviews; 4) the CEO‘s cash compensation divided by that of
the second-highest paid executive in the firm; and 5) the CEO‘s non-cash compensation divided
by that of the second-highest paid executive in the firm. Although these five measures have gone
through extensive validation efforts (Chatterjee & Hambrick, 2007b), I had to refine some of
these measures to suit their availability in the new sample. For example, I had to drop the
interviews as a source of measuring the frequency of CEOs‘ self-referencing in speech because
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of considerable missing data in recent years of the hardware/software industry and throughout
the retail industry.
The four indicators I have used are as follows. Prominence of the CEO’s photograph was
measured on a four point scale: four points if the CEO‘s photo was of him or her alone and
occupied more than half a page; three points if the photo was of the CEO alone and occupied less
than half a page; two points if the CEO was photographed with one or more fellow executives;
and one point if there was no photograph of the CEO. Some firms for some years reported 10-Ks
but did not print any Annual Reports. For those cases, the CEO received a score of one. Annual
Reports were obtained from Mergent Online and company websites. 10-Ks were obtained from
the Securities Exchange Commission‘s EDGAR website. Prominence of the CEO in press
releases was calculated by dividing the number of times the CEO was mentioned by name in the
company‘s press releases by the number of times the company‘s other top executives were
mentioned in the press releases. I obtained company press releases from Factiva. Relative cash
pay was calculated by dividing the CEO‘s cash compensation (salary and bonus) by that of the
second-highest-paid executive in the firm. Relative non-cash pay was calculated by dividing the
CEO‘s non-cash compensation – deferred income, stock grants, and stock options (using the
Black-Scholes valuation) – by that of the second-highest-paid executive. I obtained
compensation data from the Execucomp database.
Tables 3a and 3b present the means, standard deviations, and correlations for the four
narcissism indicators in the computer and retail industries respectively. The correlations among
the indicators were all strongly positive and significant at p< .01.
To further confirm the coherence among the indicators, I conducted exploratory factor
analysis. With a principal axis factoring procedure, all four narcissism indicators in the computer
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and retail industry samples loaded on a single factor (all with loadings above .40). The computer
industry sample had an eigenvalue of 2.13 and explained 38.5% of the variance; the retail
industry sample had eigenvalue of 2.15 and explained 38.7% of the variance.
Confirmatory Factor Analyses indices were at or above recommended standards for both
the computer (Non-Normed Fit Index = .98, Comparative Fit Index = .99, Standardized Root
Mean Square Residual = .06, and Root Mean Square Error of Approximation =.05) and the retail
(Non-Normed Fit Index = .99, Comparative Fit Index = .99, Standardized Root Mean Square
Residual = .04, and Root Mean Square Error of Approximation =.03) samples (Bagozzi and Yi,
1988). Cronbach alpha for the standardized values (mean = 0; s.d. = 1) of all the narcissism
indicators was .706 for the computer industry sample and .711 for the retail industry sample,
both above the level acceptable for forming a new index (Nunnally, 1978). To develop the
narcissism indices in the two industries, I calculated the simple mean of the four measures, after
standardization, for each CEO1.

3.6.4. Independent Variables: Capability Cues
As mentioned in the theory section, I measured four capability cues: two measures of
recent performance, recent media praise for the CEO, and recent awards for the CEO.

3.6.4.1. Two Measures of Recent Firm Performance
I used Total Shareholder Returns (TSR) and Return on Assets (ROA) (net of that
calendar year‘s industry average) as the measures of a firm‘s recent performance. Both TSR and
1

The computer industry sample of 152 CEOs, 134 unique firms, and 542 firm-years had some overlap with the
sample used in Chatterjee and Hambrick‘s 2007 study on narcissistic CEOs. I isolated those 111 CEOs who were
also present in Chatterjee and Hambrick‘s (2007) earlier sample and compared their new narcissism score with their
old narcissism score. Correlation of the new 4-item N scores of the 111 CEOs with their old 5-item scores is .843
(p<.001). Then, I isolated the 39 CEOs who have analyst ratings of their narcissistic tendencies. Correlation of the 4item N scores of the 39 CEOs with their analyst ratings is .775 (p<.001).
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ROA are widely used measures of company performance (Bloom & Milkovich, 1998; Rumelt,
1991). I deducted the average historical performance of the CEO (average of performance in
years t+n-2 and t+n-3) from the recent TSR or ROA to develop a measure of capability cue in
the form of indexed recent firm performance. This measure of capability cue takes into account
how well the CEO has been performing recently relative to earlier performances. For example, if
the CEO has performed very well in years 2 and 3, and only slightly better than industry average
in year 4, year 4 performance is not a positive capability cue for the CEO.

3.6.4.2. Recent Media Praise
I measured media praise of CEOs by content analysis of major newspapers and important
business magazines with large circulation. These include the newspapers New York Times, Wall
Street Journal, Washington Post, Boston Globe, Los Angeles Times, Chicago Tribune, Atlanta
Constitution, The San Francisco Chronicle, San Jose Mercury News and the business magazines
Business Week, Fortune, Forbes and The Economist. Table 4 lists the circulation numbers of the
newspapers and magazines included in this study.
Following Hayward and Hambrick (1997), I isolated those articles that had evaluative
comments on the CEO‘s performance. Media praise was rated on a scale ranging from -2 to +2,
with -2 points for a very critical article about the CEO; -1 point for article that were overall
negative but did have some positive comments; 0 points for CEOs who received no media
coverage; 1 point for articles that were on balance and 2 points for an ‗unequivocally favorable‘
article about the CEO. Two independent raters coded all articles and inter-rater agreement was
high (Cronbach‘s alpha .94). For any particular firm-year, the recent media praise measure was
the cumulative measure of all evaluative articles. For example, if CEO X had four evaluative
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media mentions in a year and these four media mentions received scores of 1, 1, 2, and 0, CEO
X‘s media praise measure for the year was 4.

3.6.4.3. Recent Awards
I used all awards conferred on CEOs by the prominent business publications and other
organizations, and used rating methods as used in Malmendier and Tate (2006). These
publications include Business Week, Financial World, Chief Executive, Forbes, Industry Week,
Morningstar.com, Time, CNN, Electronic Business Magazine, Ernst & Young, and Computer
Reseller News. Some of these entities have ceased the award giving process before 2006 (e.g.,
Financial World), but some continue to the present (e.g., Business Week). Computer Reseller
News is an industry specific business magazine that lists every year the top twenty five
executives in the computer industry. I listed award-giving ceremonies over the entire period from
1992 till 2006. Any award won by a CEO was coded as 1.

3.6.5. Dependent Variables
Following from the theory section, risk-taking behavior was measured in two distinct
ways: magnitude of risk-taking and change in the magnitude of risk-taking.

3.6.5.1. Magnitude of Risk-taking
In the computer industry, I collected data on three kinds of spending, all of which are
large investment outlays: R&D, capital, and acquisition investment. All three measures are
gauges of uncertain long term investments that have been used in organizational research
(Beckman & Haunschild, 2002; Hoskisson, Hitt, & Hill, 1993). R&D and capital investments
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face technological and market uncertainties engendering greater risk, and both have been used in
strategic management research (Miller & Bromiley, 1990). Acquisitions, too, are risky
investments (Pablo, Sitkin, & Jemison, 1996) and have been used as a measure of corporate risk.
I used the sum of all three spending as a composite measure of risk-taking. The summed
aggregate measure has been used as an indicator of risk-taking (Sanders & Hambrick, 2007),
thereby providing empirical precedence.
To ascertain good risk measures for the retail industry, I read Industry Analysts‘ Reports
for Computer (Hardware and Software) and Retail Industries for the years 1998 till 2008. The
reports mention that research and development and acquisitions are indeed important – but
uncertain – investments in the computer industry. On the contrary, the retail industry does not
spend much on research and development. Retail industry's expenditure on technology includes
the costs of bar-coding, inventory management, data-mining etc. which are more about
exploitation of existing facilities than exploration. For departmental stores, fast food and full
service restaurants, labor costs are much higher than capital costs. Debt levels are low as well.
Acquisitions are rare, too, in this industry. In the retail industry sample, only 14 percent of all
firm-years reported an acquisition compared to 55 percent of all firm-years in the computer
industry sectors.
For the retail industry sample, therefore, I measured risk-taking behavior as the number
of new stores in any year. A firm‘s expansion initiatives has been used as a measure of risktaking in prior studies (Hambrick & D'Aveni, 1988). One advantage of using the number of
stores as a measure was that I could avoid using the capital or operating lease numbers from the
firm‘s financial statements2.

2

Leases can be either capital leases or operating leases. When the firm is financing an asset purchase – a capital
lease – the asset and lease payments are recorded on the balance sheet. But when the firm is renting space – an
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3.6.5.2. Change in Magnitude of Risk-taking
For the computer industry sample, I measured change in risk-taking behavior as the
logged ratio of the firm‘s total amount of spending on uncertain projects in the current year – the
sum of R&D, capital, and acquisition expenditures – divided by the composite spending on
uncertain projects in the previous year. This measure of change in risk-taking has been used in
prior studies (e.g., Audia & Greve, 2006). Because I am interested in how the CEOs ―react‖ to
capability cues, the comparison between this year and the previous year is appropriate. For the
retail industry sample, I measured change in risk-taking behavior as the logged ratio of number
of stores operated in the current year divided by the number of stores operated in the previous
year. As shown in figure 5, the risk-taking measures temporally follow the measures of the
independent variables.

3.6.6. Control Variables
3.6.6.1. Historical Performance
Although the salience of recent stimuli are likely to be stronger than the salience of
earlier stimuli (Fredrickson & Kahneman, 1993), it is unlikely that recent cues will totally wipe
out the effects of prior cues. I controlled for the firm‘s average historical performance in years
t+n-2 and t+n-3 to take into account the possibility that a CEO might engage in risk-taking based
on earlier capability cues.
I controlled for potentially confounding factors at the CEO, firm, and industry levels.
operating lease – neither the asset nor the payment obligation needs to be recorded on the balance sheet. Companies
do not want to capitalize their leases on the balance sheet and often they record large assets under operating leases.
For public companies, operating leases are more common (63%, compared to 22% capital leases). Retail firms make
use of operating leases extensively. A new SEC rule in 2003 stated that both types of leases must be disclosed in a
table in the financial statements. Many retailers and restaurant chains had to restate results. Financial Accounting
Standards Board (FASB) and International Accounting Standards Board (IASB) are working to develop a new lease
accounting standard.
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3.6.6.2. CEO Controls
Because strategic behaviors can vary with seniority (e.g., age or tenure), I controlled for
CEO age t+n-1 and CEO tenure t+n-1, using data from proxy statements. To control for the CEO‘s
structural power (Finkelstein, 1992), I coded whether the CEO was also chairman, again using
proxy statements, for each firm-year t+n-1. Using data from Execucomp, I controlled for the
percentage of company stock owned by the CEOt+n-1, which is another basis of power
(Finkelstein, 1992). CEOs sometimes delegate operational matters to their close associates. To
control for this possibility, I also included a binary indicator of whether the firm had a chief
operating officer (COO) or president other than the CEO.

3.6.6.3. Firm Controls
Because large and old firms may have different processes in place for big investments
(e.g., bureaucracy, committees), I controlled for firm size (natural logarithm of revenues t+n-1) and
age. To control for immediate resource availability, or slack, I included the ratio of current assets
to current liabilities t+n-1 and debt to value ratio t+n-1. For the computer industry sample, I
controlled for the total amount of R&D, capital, and acquisition expenditures in the previous
year. For the retail industry sample, I controlled for the value of acquisitions (in millions of
dollars), if any, the percentage of stores that were operated by the firm but not owned, and the
number of stores in the prior year.

3.6.6.4. Industry Controls
For the computer industry sample, I included a dummy variable for the two industry
sectors – software and hardware. For the retail industry sample, I included dummy variables for
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the five industry sectors. Finally, as a control for overall trends, I included the calendar year in
which the CEO‘s tenure started (year t), measured as a continuous variable.

3.6.6.5. Correction for Endogeneity
I controlled for endogeneity, or the possibility that narcissistic CEOs are drawn to certain
situations and/or that some conditions particularly allow demonstration of narcissistic tendencies.
To do this, I regressed the measure of CEO narcissism (again, measured in years t+1 and t+2)
against a set of antecedent and contemporaneous variables. The antecedent variables, which
captured key aspects of the CEO‘s entry conditions, were measured in t-1 (the year prior to the
CEO‘s start); they included firm revenues, age, ROA, and calendar year. I also included ROA
change between t and t+1, on the assumption that early performance improvements might
stimulate narcissistic tendencies. The contemporaneous variables, measured in t+1, included two
measures of power (CEO/chair duality and CEO ownership), CEO age, and a dummy variable
for whether the CEO was an outside hire (defined as having arrived at the firm within a year
prior to becoming CEO). I also included a dummy variable for whether the CEO was a founder
of the firm. Finally, I also included a dummy variable to indicate whether the firm was in the
software or hardware sector.
For the computer industry sample, among all these variables, only one was significantly
predictive of CEO narcissism: the CEO as an outside hire. The overall model was significant (R2
= .12; p< .05). This result is consistent with the view that narcissists are drawn to highly visible
settings in which they face challenging conditions that enhance the chances of applause (poorly
performing companies), and with Khurana‘s (2002) assertion that troubled companies tend to
look for narcissistic ―saviors‖ to lead their turnaround efforts. For the retail industry, CEO/Chair
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duality was significantly predictive of CEO narcissism scores and the overall model was
significant (R2 = .32; p< .05). Using the regression coefficients for the significant variables, I
calculated each CEO‘s predicted narcissism score and included that value as an endogeneity
control in the analyses.

3.6.7. Methods
Because I have multiple observations for many firms, I used generalized estimating
equations (GEE) (Liang & Zeger, 1986), which derive maximum likelihood estimates and
control for non-independent observations. I specified a Gaussian (normal) distribution for the
dependent variable with an identity link function and auto-correlated dependent variables to
define the model, and used robust variance estimators (White, 1980) in all the models. I used a
random-effects model because fixed-effects models are especially problematic for estimating
models in which the number of unique panels (in this study, CEOs) is large but the number of
years for which they are observed is small. In the computer industry my sample has 152 CEOs
and average number of observations per CEO is 3.56 years; in the retail industry, the sample
constitutes 127 CEOs and average number of observations per CEO is 3.46 years. Fixed-effects
models also preclude the use of any control variable that is invariant over time, such as industry
membership.

3.7. Results
The analyses were run separately on the computer and retail samples. The results are
presented in the following order. Tables 5a and 5b report the descriptive statistics and bivariate
correlations for the variables used in this essay (and in the following essay) for the computer and
retail samples respectively. Results of the GEE analysis are presented in Tables 6a, 6b, 7a, and
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7b. The interaction graphs are presented in figures 6a, 6b, 7, and 8. Supplemental analyses are
presented in Tables 8 and 9.3 CCTSR, CCROA, CCMEDIA, and CCAWARDS represent the four types
of capability cues measured. CCTSR and CCROA are measures of recent performance, CCMEDIA are
measures of recent media praise, and CCAWARDS are measures of recent awards for the CEO.
Tables 6a and 6b present the GEE results for the tests of the effect of CEO narcissism on
the magnitude of risk-taking. Hypothesis 1 argued that the greater the narcissist tendencies of a
firm‘s CEO, the greater the current level of risk-taking behaviors of the firm. However, models 2
in Table 6a and 6b indicate that the effect of narcissism on risk-taking is not significant. There
may be several reasons for this result. A composite index of capital spending, R and D spending,
and acquisitions may be not be capturing the risk-laden ―spectacular‖ projects that narcissists are
known for (Kets de Vries & Miller, 1985). The constituents of composite risk measure are not
the only ways of risk-taking.
Tables 7a and 7b present the GEE results for the tests of the effects of capability cues,
narcissism, and their interaction effects on changes in company risk-taking behavior. For each
type of capability cue I present two models: one with the control variables and the main effects
of narcissism and recent performance, media praise, or awards, and one that adds the interaction
term. The results provide considerable support for Hypotheses 2, 3, and 4, and partial support for
hypotheses 5 and 7. All models are highly significant, by Wald χ2 test.
Hypothesis 2 argued that the better the recent performance of the firm, the greater will be
the increase in the current risk-taking behaviors of the firm. As shown in models 1 and 3 in Table
7a, the results indicate that both recent TSR (p < .01) and recent ROA (p < .01) in the computer
industry have a very strong impact on changes in risk-taking behavior. However, models 1 and 3
3

In results not shown, I ran the GEE regressions to test the possibility of a curvilinear interaction effect between
capability cues (recent TSR, recent ROA, recent media praise, and recent awards) and CEO narcissism on changes
in risk-taking. The results were null, providing no support for hypothesis 6 and scenario 2.
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in Table 7b show that neither recent TSR nor recent ROA in the retail industry have a significant
effect on changes in risk-taking. Interestingly, models 1 and 3 in tables 7a and 7b indicate that
historical ROA or TSR has a strong positive effect on changes in risk-taking. I found moderately
strong support for Hypothesis 2: recent performance is positively rated to increase in risk-taking
behavior in the computer industry.
Hypothesis 3 argued that the recent media praise for the firm‘s CEO, the greater will be
the change in risk-taking behaviors of the firm. As shown in model 5 in Table 7a the results
indicate that recent media praise for the CEO (p < .05) has a very strong impact on changes in
risk-taking behavior. The effect of recent media praise on change in risk-taking behavior is
positive even after controlling for recent performance. However, I did not find a similar result in
the retail industry. Hypothesis 3 is thus partially supported.
Hypothesis 4 argued that the greater the recent awards for the firm‘s CEO, the greater
will be the increase in the current risk-taking behaviors of the firm. Out of 542 firm-years in the
computer industry sample, media awards were recorded for 48 firm-years. However, in the retail
industry sample, media awards were recorded for only 4 firm-years out of a total of 440 firmyears. For this reason, runs on recent media awards were dropped from the retail industry.
Hypothesis 4, therefore, was only tested on the computer industry sample. Model 7 in Table 7a
shows that recent media award is positively and significantly (p<.05) associated with current
risk-taking behavior. Again, this result is positive and significant after controlling for recent
performance. Hypothesis 4 was supported.
For the following hypotheses (5, 6, and 7) about the interacting effect of narcissism and
CCs on risk-taking behavior, the results are mixed. As shown in model 2 in Table 7a, the
interaction effect of narcissism and recent TSR on risk-taking behavior is negative and
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significant (p<.05). Model 4 in Tables 7a and 7b show a similar pattern. The interaction of
narcissism and recent ROA is negative and significant for both the computer (p<.05) and retail
industry sample (p<.01). These results indicate that CEOs with high narcissism scores are not as
sensitive to objective performance indicators – recent ROA and recent TSR – as are CEOs with
low narcissism scores. Models 2 and 4 provide support for hypothesis 7 and scenario 3:
narcissistic CEOs have a tendency to be insensitive to contextual cues.
Model 6 in Table 7a, however, provide very different results. The interaction effect of
narcissism and recent media praise on risk-taking behavior is positive and significant (p<.05) for
the computer industry sample. This result indicates that after receiving media praise, CEOs with
high narcissism scores take much greater risk compared to CEOs with low narcissism scores. For
the retail industry sample, the effect of the interaction of CEO narcissism and recent media praise
on risk-taking behavior is null. Model 6, therefore, provides partial support for hypothesis 5 and
scenario 1: the interaction between CEO narcissism and capability cues can be a ―combustible
combination‖ resulting in hyper-risky behavior. The interaction effect of recent media awards
and CEO narcissism on change in risk-taking behavior was positive but not significant.
These results are intriguing, primarily because it seems narcissists react to objective
performance indicators (e.g., recent ROA and TSR) differently than the way they react to social
adulation (e.g., media praise and awards). To understand this phenomenon closely, I did a
median split in the sample dividing it into high and low narcissists. Then, I ran separate analyses
for the sub-samples and plotted the interaction graphs.
The results of the sub-sample analyses are reported in Tables 8 and 9. For the high
narcissists (Tables 8a and 9a) in both the computer and retail industry samples, the effect of
recent TSR and recent ROA on risk-taking behavior is not significant. However, for the high
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narcissists in the computer industry, recent media praise has a strong positive impact on risktaking behavior. On the contrary, for the low narcissists (Tables 8b and 9b) in the computer and
retail industries, recent TSR and recent ROA have a positive and significant impact on risktaking behavior. Interestingly, in the computer industry, high narcissists also have much more
media articles than low narcissists do, as evidenced by the significant correlation between CEO
narcissism and number of media articles in Table 5a. There was no significant correlation
between number of media articles and narcissism in the retail industry. Out of the 48 awards
recorded in the 542 firm-years, 31 were bagged by high narcissists and 17 by low narcissists.
In figures 6 and 7, I plot the year-on-year percentage increase in spending (converted
from the logged ratio value) on the y-axes and the capability cues on the x-axes. As shown in
figures 6a, 6b, and 7, low narcissists increase spending after a good performance year – as
measured by ROA and TSR – and curtail spending after a relatively poor performance year. On
the contrary, high narcissists are not as sensitive to these objective performance cues as are low
narcissists. The results are opposite for capability cues that come from the media. As shown in
figure 8, CEOs with high narcissism scores engage in much greater risk-taking after receiving
good vibes from the media. CEOs with low narcissism scores seem not to pay attention to these
more subjective ‗performance‘ results.

3.7.1 Robustness Checks
In addition to the models using the different capability cues one at a time, I also checked
the robustness of the findings by using all the capability cues together in the GEE runs. Table
10a shows the results of the computer industry firms and table 10b shows the results of the
retailer firms. Model 1 includes all the control variables and Model 2 includes all four capability
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cues4. In these new runs, as in the earlier analyses, for the computer industry firms all the
capability cues were significant and positive (except for recent awards), including the historical
performance cues. However, for the retailer industry firms, only the historical performance cues
were significant and positive. The interaction terms were added one after another (models 4, 5, 6,
and 7 in table 10a; models 4, 5, and 6 in table 10b) to test hypotheses 5, 6, and 7 about the
interacting effect of narcissism and CCs on changes in risk-taking behavior. The results are
mixed and similar to the earlier results.
As shown in table 10a, for the computer industry firms, the interaction effect of
narcissism and recent TSR (model 4) and interaction effect of narcissism and recent ROA (model
5) on change in risk-taking behavior is negative and significant (p<.05); however, the interaction
effect of narcissism and recent media praise on change in risk-taking behavior is positive and
significant (p<.10). Similar to earlier results, the interaction effect of recent media awards and
CEO narcissism on change in risk-taking behavior was positive but not significant. In model 8,
all the interaction effects were included and the results were robust in these runs as well.
As shown in table 10b, the interaction effect of narcissism and recent ROA is negative
and significant (p<.01) for the retailer industry firms. This result is robust in model 7, when all
the interaction effects were included. The results reported in tables 10a and 10b are similar to the
results reported in tables 7a and 7b.

3.8. Discussion
In this essay, I argued that narcissistic CEOs will tend to react differently to capability
cues than CEOS who are less narcissistic. I found support for this idea. More specifically, I
found that less narcissistic CEOs are more sensitive to objective performance cues – such as
4

Recent Awards were dropped from the retailer firm sample because of too few awards.
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recent TSR and recent ROA – than high narcissistic CEOs are, as measured by their changes in
risk-taking behaviors. However, high narcissistic CEOs are more sensitive to social adulation
than their less narcissistic counterparts are. In addition, I also found support that, in general,
CEOs engage in greater levels of risk-taking in response to capability cues in the form of recent
TSR, recent ROA, recent media praise, and recent awards.

3.8.1 Discussion of Non-results
In the following paragraphs I will discuss the non-results in both the computer and
retailer firms. I did not find support for the hypothesis that narcissists engage in higher levels of
risk-taking behavior. Theory and available evidence suggests that narcissists are more likely to
take risky decisions. However, the results did not support this proposition. There could be other
forms of risky behavior that were not captured by the measures used in my study. CEOs may
have other forms of magnificent obsession or grandiose plans for their firms that they are
inclined to pursue after receiving capability cues. There are risky choices that are relatively
difficult to measure. Introducing pioneering products, for example, is another risky endeavor.
Although managers who introduce new products are more inclined to express extreme certainty
about achieving success (Simon & Houghton, 2003), these products are less likely to win the
competition (Golder & Tellis, 1993). International expansion is another risky action (Ghoshal,
1987) that often entails unknown political risk (Ring, Lenway, & Govekar, 1990) associated with
governmental action, economic risks arising from changes in the host countries‘ monetary or
fiscal policies (Shrader, Oviatt, & McDougall, 2000), and technological risk related to protection
of proprietary technology.
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I did not find support for the combustible combination hypothesis when the capability
cues were measured by the number of CEO awards, which were few compared to the number of
firm-years studied. In the computer sample, recent awards led to greater increases in risk-taking
(model 7 in table 7a) but this result was not robust when recent media praise was added in the
analysis (model 3 in table 10a). Recent media praise had a strong positive correlation with recent
media praise but I did not get any evidence that narcissists react differently when they receive
awards. One reason for this finding could be that, in the computer industry sample, there were
not enough CEOs in the sample who were narcissists and also got awards (31 in number) to be
able to discern and compare differences between them and CEOs who scored low on narcissism
and also got awards (17 in number).

3.8.2. Different Results for Computer and Retail Firms
In addition to not getting results for some of my hypotheses, for a few other hypotheses I
got different results for the computer industry firms and the retailer firms. In hypotheses 2, 3, and
4 I had proposed that positive capability cues will lead to increases in current risk-taking
behaviors. Although I found support for these hypotheses in the sample of computer firms, the
sample of retailer firms produced no results. The measure of change in risk-taking behavior in
the retail sample was the ratio of number of stores operated in the current year divided by the
number of stores operated in the previous year. A study of the company proxies revealed that the
decision to open new stores is taken few years earlier to the focal year. Although changes are
made after taking into account last year‘s performance, these changes are not significant. On the
contrary, historical performance measures have a positive and significant impact on current
changes in risk-taking.
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Unlike the sample of computer firms, in the retail firms I did not find support for the
combustible combination hypothesis. Recent media praise did not have any significant effect on
increases in current risk-taking behavior in the sample of retail firms. On average, the number of
media articles per computer firm in any given year is twice that of a retail firm in a year. CEOs
of retail firms are not covered in the media as much as CEOs of computer firms are. This trend in
the business media can be interpreted in two possible ways. First, journalists report news of
computer firms because the firms in this sector are much more dynamic than the retail firms.
Second, the CEOs of the retail firms do not try to reach out to journalists as much as CEOs of
computer firms do.

3.8.3. Capability Cues, Individual differences, and Risk-taking Behavior
Capability cues can indeed influence an organization‘s strategic decision-making (Miller,
1994). Consider this scenario (Morgenson, 2008):
―There were high-fives all around Merrill Lynch headquarters in Lower Manhattan as
2006 drew to a close. The firm‘s performance was breathtaking; revenue and earnings
had soared, and its shares were up 40 percent for the year. And Merrill‘s decision to
invest heavily in the mortgage industry was paying off handsomely. So handsomely, in
fact, that on Dec. 30 that year, it essentially doubled down by paying $ 1.3 billion for
First Franklin, a lender specializing in risky mortgages.‖

Although, this might be the general case for all CEOs –and I found that it indeed was – the
central thesis of this paper was based on a person-situation interactionist model: individual
differences might be useful in understanding why some CEOS take risk and others do not.
The idea that preference ordering may be based on individual differences has had its
skeptics. In their 1977 paper entitled De Gustibus Non Est Disputandum, a Latin phrase which
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means ‗in matters of taste there will be no disputes,‘ Gary Becker and Joseph Stigler argued that
preference-based explanations cannot be empirically tested because tastes provide ‗endless
degrees of freedom (1977: 89).‘ Budget constraints, instead, are a viable alternative to explain
economic behavior because they are empirically testable. In his book Accounting for Tastes
(1996: 4) Becker wrote, ―I do not believe that any alternative approach – be it founded on
‗cultural,‘ ‗biological,‘ and ‗psychological‘ forces – comes close to providing comparable
insights and explanatory power.‖ Personality psychologists, however, have been able to identify
five robust personality types that emerge from a wide variety of data sets across gender, race, and
national origin (McCrae & Costa, 1997; Triandis, 1997) . These ‗big five‘ personality types have
helped explain numerous organizational processes and outcomes. The findings of this paper
indicate that narcissists react to capability cues in very different ways than non-narcissists do.
The hypotheses in this section are indeed opposite of what prospect theory would predict
(Kahneman & Tversky, 1979): in favorable conditions people are risk-averse and in unfavorable
circumstances they are risk-seeking. There could be at least four arguments against that
proposition. First, in laboratory tests of prospect theory, the alternatives presented to the subjects
are uncertain but rarely ambiguous. The alternatives are objectively risky but nevertheless they
are well-specified. Business decisions deal not only with uncertainty but with means-ends
ambiguity. The predictions of threat-rigidity hypothesis (Staw et al., 1981), which are opposite of
what prospect theory proposes, may be more useful for understanding managerial decisionmaking because it deals with highly ambiguous situations. Second, when there are aspirations
and skills involved – as would be the case with business situations – managers are likely to be
much more alert to cues about their capabilities and will not consider success or failure as
primarily luck-driven. Third, there could be excitement or ‗value‘ in chance. This is evident in
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the case of narcissists. In both the industry sectors, narcissistic CEOs received more number of
media mentions, more media praise, and more awards. Finally, prospect theory does not speak to
the value of control. Individuals might take a great deal of risk because they want to be in
control. Again, this possibility speaks to the inherent ―getting ahead‖ rather than ―getting along‖
nature of narcissists described in Essay 1.

3.8.4. Implications for Company Performance
Risks are taken in anticipation of rewards. The money invested in research and
development, acquisitions, or capital expenditures for, say, quality control, can generate profits.
Propelled by capability cues from the business community, self-confident CEOs may tend to
gravitate to the unconventional, leading the way, and trailblazing their competitors. Some will be
growth driven with a zeal for expansion, some will assemble world class research and
development teams, and yet others will perfect the quality of their products. In this vein,
aggressive CEOs will mirror the competitive dynamics of transient monopolies. They might be
able to maintain competitive edge by concatenating over time a series of first-mover advantages
(Lieberman & Montgomery, 1988).
Some self-assured CEOs, however, will fail to win the favor of the market for being
outlandish. Large capital investments for quality control can lead to pricey products. Engineers
can get obsessed with an irrelevant quest for perfection. Careless, and costly, acquisitions can
strain the managers to put in place organizational structure and control systems, without
attending to the expected synergies. Research and development scientists, too, can produce
cutting edge products that the consumers are not yet ready for, are too expensive to develop, or
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too costly to buy. The risky executive decisions, triggered by extreme executive confidence, can
deliver big hits. They might also result in big losses.
For example, large acquisitions are known to increase variance in performance (Fowler &
Schmidt, 1988; Lubatkin, 1987). Debt financing drives risky diversifications (Kochhar & Hitt,
1998) that can generate extreme performance (Palich, Cardinal, & Miller, 2000). Large outlays
in R&D, capital assets, acquisition investments or pioneering product launches are likely to
generate more extreme outcomes than strategic initiatives that conform to industry standards
(Sanders & Hambrick, 2007). For example, new product launches can benefit from first-mover
advantages (Lieberman & Montgomery, 1988). They can also incur losses from misreading the
competitive landscape (Finkelstein, 2003). Risk-taking, then, can bring about extreme
performance.
An interesting possibility is non-narcissists may have a much better calibration of
interpreting and understanding external cues. If the cues indicate that recently they have not been
doing good or getting lucky, they are willing to revise their perceptions of self-efficacy, and will
prudently reduce their risk-taking. Such strategic intents and the choices made thereof are likely
to show up in subsequent better performances. But narcissists, because of their dispositional selfenhancement tendencies, might wrongly estimate their skill levels, or misread contextual cues.
One of the main differences between narcissists and non-narcissists is dispositional impulsivity
(Vazire & Funder, 2006). The narcissist‘s inability to delay gratification can lead to quick
decisions, especially after strong feedback. Quick impulsive actions without thinking through the
consequences of those actions can lead to increased uncertainty of the outcome or range of
potential outcome probabilities. As a result, they end up taking extreme actions, possibly inferior
actions, which in turn generate not only extreme but asymmetric results.
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Chapter 4
THE EFFECTS OF NARCISSISM ON CEOS’ GLORY-HOARDING AND
BLAME-DEFLECTING BEHAVIOR

As naïve psychologists (Heider, 1958), human beings regularly engage in causal
reasoning of important events. Events such as organizational performance, in particular the
justification of organizational performance, has been an important topic of interest in
organizational studies (cf. Staw, McKechnie, & Puffer, 1983). Journalists, organizational
scholars, boards of directors, shareholders, and regulatory agencies have always been interested
in both understanding the determinants of firm performance and incentivizing managers to
deliver superior firm performance. Over the years, extant literature on justification of
organizational performance has developed two strands of literature dealing with attributions of
performance. One set of studies show that attribution of firm performance to leaders is a result of
a process of social construction (Chen & Meindl, 1991; Meindl & Ehrlich, 1987; Meindl et al.,
1985). Another group of scholars maintain that managers themselves attribute the causes of good
performance to themselves and deflect the responsibility of poor performance on others (Bettman
& Weitz, 1983; Clapham & Schwenk, 1991; Wagner & Gooding, 1997).
The series of studies on the ‗romance of leadership‘ represents the social constructivist
explanation of performance. The ‗romance of leadership‘ studies suggest that people attribute
both strongly positive and strongly negative outcomes to leadership. In their portrayal of
leadership as a romanticized ideal Meindl, Ehrlich and Dukerich (1985) found that doctoral
students laid blame on leadership in bad economic times and the business press gave credit to
leadership in good economic times. Chen and Meindl (1991) showed how the press highlighted
this tendency by attributing organizational outcomes to leaders. Covers of popular business
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magazines, the CEO certification contests (Wade et al., 2006), the prevalence of celebrity
(Hayward et al., 2004a) and superstar CEOs (Malmendier & Tate, 2006) indicate that
romanticizing the leader is pervasive and persistent. In all these studies, scholars have tried to
explain how society confers glory on the leaders of firms, often to the exclusion of others.
The second set of studies focus on the leaders themselves. Abundant evidence from
letters to shareholders in company annual reports (Bettman & Weitz, 1983; Bowman, 1976;
Bowman, 1978; Bowman, 1984; Salancik & Meindl, 1984; Staw et al., 1983) and speeches by
top executives (Huff & Schwenk, 1990; Sussman, Ricchio, & Belohlav, 1983) reveal that
managers highlight their own abilities, initiatives, and efforts when they try to explain good
company performance, and tend to point to external causes when they try to explain bad
performance outcomes. These inclinations are not managerial qualities in particular. It is a
natural human tendency to self-enhance, or attribute favorable outcomes to our own selves, and
self-protect, or attribute unfavorable outcomes to external factors (Zuckerman, 1979). These selfenhancing and self-protective tendencies have been called self-serving biases (Snyder, Stephan,
& Rosenfield, 1976).
Interestingly, almost all of these studies focused on textual analysis of corporate
communications. Staw, McKechnie and Puffer (1983) examined the letters to shareholders of 49
high-performing firms and 32 low-performing firms. In another study on the self-serving
attributions of executives Bettman and Weitz (1983) studied 181 letters to shareholders from the
metal mining, aerospace, scientific instruments and telephone communications industries in
1972, a good year of economic performance, and 1974, a bad year of economic performance.
Salancik and Meindl (1984) studied 324 letters to shareholders of 18 firms over 18 years of their
histories. Others studies too (Bettman & Weitz, 1983; Clapham & Schwenk, 1991; Huff &
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Schwenk, 1990) have followed similar methods. Studying corporate communications is indeed a
way to understand how the top management symbolically manages (Pfeffer, 1981) the
expectation of important stakeholders such as the board, shareholders, and the business media. In
this study, however, I focus on the substantive outcomes of firm performance. Specifically, I
focus on CEO pay adjustments and top management team departures following very good and
very poor firm performance.
What has also not been studied is the possibility that some top executives are more likely
to engage in self-aggrandizing and self-protective behavior than others. In other words, some
CEOs, more than others, might be more likely to take credit (e.g., pay raises) after good
organizational performance and, in turn, deflect blame to external factors such as the
environment or their colleagues after bad organizational performance. Very few organizations
deliver extraordinary performance year after year (Collins, 2001). However, unlike credit-taking
after success, seldom do top executives admit wrong strategic decisions on their part after
failures. In this paper I explore this credit-taking and blame-diverting aspect of CEOs, measured
by CEO pay adjustments and departures of top executives following poor performance. In
particular, who are these CEOs who hoard the glory of leading high-performing firms? And who
are the CEOs who divert the blame of poorly performing firms?
Not all managers are likely to self-aggrandize after successes and self-protect after poor
performances. A defining characteristic of the Japanese, for example, is their self-critical
orientation. They routinely view themselves as incomplete, paying attention to their weaknesses
and inadequacies (Heine, Lehman, Markus, & Kitayama, 1999). People with relatively low
scores in self-esteem, too, are more willing to consider negative self-appraisals than those with
high self-esteem scores do. Low self-esteem people are predisposed to attend to their deficiencies
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(Baumeister & Tice, 1985). Following success, they are more likely to consider factors other
than their own actions that led to good performance. Following failure, they are more open to
engage in searching for their own mistakes.
Self-regarding personalities, on the other hand, are likely to engage in strategic selfpresentation, or manage their impressions on others (Baumeister, Campbell, Krueger, & Vohs,
2003). They are more likely to claim responsibility for positive outcomes, present themselves as
experts, and signal that they are in control of situations (Judge & Bono, 2001). These positive
assertions are ways to acquire social approval. After bad performance, they are also more likely
to avoid admitting any shortcoming in their ability or confess any dearth of their personal effort.
These defensive self-presentations are also ways to avoid disapproval of others (Taylor &
Armor, 1996). Executives with high positive self-regard are likely to engage in such attributional
egotism a lot more than others. Personal qualities of CEOs, then, might explain their attributional
styles.
In this paper, I study the attributional styles of narcissistic CEOs. Narcissism, of course,
is a central concept within the constellation of constructs that deal with positive self-regard. In
their study of 111 computer and software companies, Chatterjee and Hambrick (2007a) found
narcissistic CEOs tend to deliver big wins and big losses. Such extreme performance outcomes
are good settings to study further consequences of those successes and of failures. When
narcissistic CEOs perform well, do they have higher pay raises than others do? And when they
perform poorly, are they relatively likely to deflect the blame more than what other CEOs do?
Because narcissists are known to be intensely competitive (Raskin et al., 1991) and aggressive, I
propose that narcissistic CEOs might have acquired an attributional style that predispose them to
take credit for the successes of their firms and deflect the blame on others for the failures.
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While the papers on self-serving (e.g., Staw et al., 1983) and follower-centric attributions
(e.g., Meindl et al., 1985) both are concerned with the attribution of firm performance, the
former set of studies investigates how managers attribute their own performance, and the latter
set of studies look at how external actors attribute performance to leaders. In this essay, I build
on this extant literature on attributions of firm performance. First, I argue that following extreme
performance, top executives will have corresponding changes in their pay. Following high
performance, CEOs will get pay raises. Following poor performance, CEOs will have pay cuts or
lower pay raises. Second, I argue that this general relationship between CEO pay adjustments
and recent firm performance will be moderated by narcissism in CEOs. Following good
performance, compared to other CEOs, narcissistic CEOs are more likely to hoard
disproportionate amounts of glory. Possible manifestations of glory-hoarding include relatively
higher pay raises for the CEO. Following bad performance, narcissistic CEOs are more likely to
deflect blame on environmental conditions or other top management team members than what
other CEOs do. Top executives might have to endure greater pay cuts than the CEO, and
turnover rates of senior managers will increase. In a sample of 279 CEOs from two industries I
test these hypotheses.

4.1. Pay Adjustments of Chief Executive Officers after Delivering Good and Poor
Performance
Leadership is not only about the leaders. Several leadership theorists have argued that
leadership is a process based on followers‘ attributions. Lord and colleagues (Lord & Brown,
2001, 2004; Lord, Foti, & De Vader, 1984; Lord & Maher, 1991) present leadership as a
function of followers‘ cognitions and self-concepts. Lord and Maher (1991) argue that leadership
is a function of followers‘ implicit leadership theories (ILTs), defined as cognitive frameworks

101

or categorization systems that are in use during information processing to encode, process, and
recall specific events and behavior. Leadership perceptions are based on cognitive categorization
processes. In other words, perceivers compare perceived attributes of leaders with an internal
prototype (defined as a collection of typical traits or characteristics). If there is a fit between
what is perceived and the leadership prototype, the individual will be considered a leader.
Arguably, top executives of public firms have the overarching agenda of delivering good
performance. Chief Executive Officers of public firms, then, are likely to have their leadership
prototypes consistent with the objective of the firm. Following Salancik and Meindl (1984)
(1984), Meindl and associates (Meindl & Ehrlich, 1987; Meindl et al., 1985) have shown that top
executives of public firms are attributed responsibility by followers or observers for either large
decreases or increases in performance. Fewer attributions are made for steady states of
performance. In a subsequent study, Meindl (1990) developed a scale to measure the ‗romance of
leadership‘ and followed up with supporting empirical evidence (Chen & Meindl, 1991).
If external stakeholders think that the CEO is responsible for good or poor firm
performance, we can expect subsequent pay adjustments for the CEO. A significant portion of
CEO pay is made up of incentives that are related to performance (Bebchuk & Grinstein, 2005;
MercerConsulting, 2007). Apart from firm size, industry norms, political processes (Finkelstein
& Hambrick, 1989), CEO tenure (Hill & Phan, 1991), board composition, recent firm
performance is likely to be associated with CEO pay adjustments. Past studies have found that
the relationship between firm performance and changes in CEO pay is modest (Tosi, Werner,
Katz, & Gomez-Mejia, 2000). However, few studies have explored how strongly positive and
strongly negative performance outcomes affect CEO pay adjustments relative to the other top
executives of the firm. Let us consider two distinct domains of performance. In other words, in

102

the domain of high recent performance, does the CEO get a much bigger pay raise compared to
the pay raises of other executives? Or, in the domain of low recent performance, does the CEO
get a much bigger pay cut compared to the pay cuts of other top executives?
As discussed earlier, the social constructivist approach to understanding leadership would
suggest that follower and observer attributions during high recent performance will single out the
CEO as the principal architect of delivering successful performance. As a result, we can expect
that CEO‘s rewards will be disproportionate compared to that of his or her colleagues. Similarly,
the ‗romance of leadership‘ studies predict the opposite consequences of poor performance.
After poor firm performance, follower and stakeholder attributions will identify the top executive
as the primary cause for the poor results. As a result, we can expect that the CEO‘s punishment
for delivering poor performance will be much greater compared to that of his or her colleagues.
Following the theories of Lord, Meindl, and others, I propose the following hypotheses:
Hypothesis 1a: When recent firm performance has been positive, the more
positive the performance the greater the CEO's pay raise relative to the other top
executives of the firm.
Hypothesis 1b: When recent firm performance has been negative, the more
negative the performance the greater the CEO's pay cut (or the lower the CEO's
pay raise) relative to the other top executives of the firm.

4.2. The Interactive Effect of Extreme Performance and CEO Narcissism on CEO Pay
Adjustments

Within the broad area of the study of attributions (Kelley, 1967), or how individuals
assign causes to events and in the process try to explain their own or others‘ behavior, one of the
most robust findings is that of self-serving attributions. Human beings routinely attribute good
outcomes to their personal ability and efforts, and bad outcomes to external causes (Bradley,
1978; Snyder et al., 1976; Zuckerman, 1979). Managers are only human beings, and in several
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studies on managerial self-serving attributions, organizational scholars have tried to understand
how managers justify or explain organizational performance. Thirty years earlier, Bowman
(1976) found that executives of low performing food companies often blamed the weather, crop
conditions and other environmental factors. Managers of high performing companies, on the
other hand, ignored the weather and took credit of their managerial wisdom. Such behavior is
indicative of self-serving attributions of executives in general. This general finding has found
support from several other studies on managerial self-serving attributions (Bettman & Weitz,
1983; Clapham & Schwenk, 1991; Huff & Schwenk, 1990; Salancik & Meindl, 1984; Staw et
al., 1983; Wagner & Gooding, 1997).
Staw, McKechnie and Puffer (1983) examined the letters to shareholders of 49 highperforming firms and 32 low-performing firms. The authors explored if ego-defensive
attributions were more prevalent than ego-enhancing attributions, and if situational determinants
such as changes in stock price and personal determinants such as CEO age, compensation and
tenure contributed to the use of self-serving attributions. The results again showed that positive
company outcomes were attributed to company causes such as superior product features, firstrate staff, or comprehensive strategic planning. Likewise, negative company outcomes were
attributed to external factors such as industry trends, governmental policies or general economic
conditions. In addition, number and degree of defensive attributions increased with decline in the
firm‘s stock price. Number and extent of enhancing attributions increased with rise in stock
price. CEO age and tenure were associated with lower levels of self-enhancing attributions.
In another study on the self-serving attributions of executives Bettman and Weitz (1983)
studied 181 letters to shareholders from the metal mining, aerospace, scientific instruments and
telephone communications industries in 1972, a good year of economic performance, and 1974, a
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bad year of economic performance. According to the informational basis or perceptual bias in
self-serving attributions, managers are more likely to attribute unfavorable outcomes to external
causes in a bad year (i.e., 1974), than in a good year (i.e., 1972). However, managers will
attribute favorable outcomes to internal causes in 1974, than in 1972. According to the
motivational argument in self-serving attributions, managers are more likely to attribute
unfavorable outcomes to external causes in 1972, than in 1974. Conversely, in 1972, managers
are more likely to attribute good firm performance to internal causes. The results did not support
either the motivational or the informational arguments decisively. Top executives explained
unfavorable outcomes more in terms of external, unstable and uncontrollable causes, and such
attributions were more common when firm performance was not as expected.

4.2.1. Effects of Narcissism on CEO Pay Adjustments
The persistent patterns of managerial self-serving biases have been replicated in many
more studies (e.g., Clapham & Schwenk, 1991; Huff & Schwenk, 1990). Few studies, however,
have explored personal determinants of managerial self-serving attributions. Staw et al. (1983)
provided some initial support for CEO age and tenure to be negatively associated with the degree
and amount of enhancing attributions respectively. Apart from demographic variables, personal
qualities of CEOs are likely to affect their attributional styles. Researchers have shown that CEO
personality dimensions such as locus of control (Miller et al., 1982), need for achievement
(Miller & Droge, 1986), tolerance for risk (Gupta & Govindarajan, 1984), and narcissism
(Chatterjee & Hambrick, 2007a) have significant links with important organizational outcomes
such as structure, risk-taking and firm performance. Because CEOs personally review, and
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generally have a great deal of control over, corporate communication tools, it is expected that
CEO personality will be reflected in such issuances.
In this paper, I specifically focus on the attributional styles of CEOs with narcissistic
tendencies. Narcissistic CEOs, in particular, are likely to preoccupy themselves with selfenhancing attributions (Taylor & Brown, 1988). Wagner and Gooding (1997)‘s findings provide
an interesting aspect of managerial self-serving attributions, which have parallels with
narcissistic tendencies. In their study, executives not only took credit for success and diverted
blame for failures, but they assumed a different role when they evaluated the performance of
other managers. For example, when explaining performance outcomes of other firms, observer
executives firms associated success with situational causes such as positive environmental
conditions and failure with limitations in managers‘ skills, efforts, and abilities. Narcissists, in
particular, overestimate their own abilities (Farwell & Wohlwend-Lloyd, 1998; Judge et al.,
2006), and underestimate, or diminish, other‘s capabilities (Bogart et al., 2004). Evidence from
past research suggests that narcissists might have both inherent biases (John & Robins, 1994)
and egocentric motives (Morf et al., 2000) to engage in self-enhancing attributions. Because
narcissists are highly cognizant of their public selves (Baumeister, 1986), their public selfpresentation is often a motivation to do well (Wallace & Baumeister, 2002). In addition, after
good performance ingratiatory behavior from top management team members themselves can
make narcissistic CEOs brag about their achievements.
Glory-hoarding of the top executive can get manifested in various ways, including much
larger pay raises after delivering good firm performance. In the following paragraphs I discuss
the causal mechanisms, or the reasons, that explain why narcissistic CEOs might hoard the glory
after good firm performance.
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First, cognitively, narcissists maintain a strong belief in their superior abilities. For
example, narcissists rate themselves highly in several agentic dimensions such as intelligence
(Gabriel et al., 1994), they rate their performance better than others (John & Robins, 1994), and
they have enhanced self-perceptions about their leadership qualities (Judge et al., 2006).
Following good firm performance, the narcissistic CEOs are likely to single out their strategy
formulation, resource allocation, and timely implementation as the principal cause behind the
success. Collective efforts of the top management team, middle managers and other company
employees is ignored not because narcissistic CEOs deliberately disregard their colleagues‘
contribution, but because self-obsessed CEOs truly believe that without them success would be
hard to achieve.
Second, an often neglected factor is that narcissists are in love with their reflections.
Paradoxically, therefore, although narcissists have strong beliefs about their abilities and
intelligence (Farwell & Wohlwend-Lloyd, 1998), they are in search of external reassurance and
social approval. The motivation for self-image reinforcement may result in the narcissist‘s
claiming personal responsibility for organizational success. From this motivational perspective,
narcissists maintain their high self-conceptions by engaging in strategic self-presentations a lot
more than others. The narcissistic CEO‘s self-enhancing attributions, therefore, is a conscious
attempt to manage the impression of others. Interestingly, narcissistic CEOs may eventually start
to internalize what they display or claim publicly. Known as the carry-over effect, the narcissist‘s
private and public selves reinforce each other (Arkin & Baumgardner, 1986: 88). When others
attribute success to narcissistic executives, they are prone to internalize the accolade. Social
interaction shapes self-conceptions, and glory-hoarding, therefore, can be an outcome of the
narcissistic CEO‘s self-enhancing attributions and inflated self-views.
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Third, top management teams can contribute to the glory-hoarding tendencies of their
self-obsessed CEOs. To maintain a highly inflated self-image, narcissists need a regular supply
of praise and adulation from others (Kernberg, 1975). Narcissistic top executives may put their
subordinates under a lot of obligation to flatter them, and to withhold critical review. In the
process, other top managers themselves might help build the CEO‘s ideal self-image.
Ingratiatory behavior (e.g., expressing agreement on strategic issues, or complementing on
personal accomplishments) in the upper echelons of organizations (Westphal & Stern, 2007) can
serve senior managers to forge ahead in their own careers. After good firm performance, other
top managers may facilitate the CEO‘s disproportionate pay raise because of anticipated payoffs
in future (Graffin, Wade, & Porac, In Press). Senior managers may displace many of their
unrealized hopes and fantasies on the CEO, a phenomenon known as transference (Freud,
1914/1957), and continue to bask in the reflected glory of the leader (Lasch, 1991). Thus:
Hypothesis 2a: The CEO's degree of narcissism moderates the relationship
described in hypothesis 1a. Specifically, when recent firm performance has been
positive, the positive relationship between recent firm performance and CEO pay
raise will be stronger for high narcissists than for low narcissists.

Extant research on self-serving attributions provides ample evidence that externalizing
blame after bad performance outcomes is a general human tendency (Bradley, 1978; Snyder et
al., 1976; Zuckerman, 1979). Managers are no exception and organizational scholars have shown
us repeatedly that executives tend to attribute the causes of negative outcomes on economic
downturns, industry trends or government policies (Bettman & Weitz, 1983; Clapham &
Schwenk, 1991; Staw et al., 1983). If attribution of favorable outcomes to internal causes is ‗selfenhancing‘, attribution of unfavorable outcomes is ‗self-protective‘. For narcissistic CEOs, who
have invested their self-worth in strategies initiated by them, failure is a direct threat to self-
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esteem necessitating protective actions. To protect their self-esteem narcissists use a variety of
means including defense mechanisms, attributional egotism and exploiting subordinates. For
example, narcissists often project all their negative qualities onto others and see others as
extensions of their own selves. In the following paragraphs, I discuss two reasons why
narcissistic CEOs might deflect the blame in the aftermath of poor organizational performance.
First, for narcissists there is little discrepancy between their actual selves and their ideal
selves (Emmons, 1987). Although some psychologists have claimed that self-presentation (ideal
self) and private self-regard (actual self) are independent (Scheier & Carver, 1983), the same is
not true for narcissists. Several studies have shown that actual and ideal self congruency is very
high for narcissists (e.g., Raskin et al., 1991). Therefore, it is possible that narcissistic CEOs
truly believe that poor firm performance was not because of their flawed strategies, but because
others were at fault. This process of denying any difference between the ideal self that is never at
fault and the actual self that fails to deliver has been called ‗denial‘, an unconscious method of
coping with emotional distress (Laughlin, 1970). Denial, of course, is also a process that helps
narcissists repudiate any awareness or accountability for failure (Brown, 1997).
Second, narcissists‘ excessive identification with the firms they lead can make them think
that the firms and they are synonymous. Any organizational failure is therefore considered a
personal castigation (Finkelstein, 2003: 222). When narcissists‘ highly favorable self-views are
threatened, they react with aggression (Baumeister, Smart, & Boden, 1996). Self-effacement, or
personal excuse-making in public is ruled out as atonements may hurt their image of competence
(Wallace & Baumeister, 2002), or lack of effort. Narcissists react strongly after failure (Bushman
& Baumeister, 1998; Rhodewalt & Morf, 1998) and are hostile to negative feedback (Kernis &
Sun, 1994; Raskin et al., 1991). Unlike others who tend to attribute failure to luck or task
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difficulty, narcissists may actively look for scapegoats (Morf & Rhodewalt, 1993). Such
combative behavior might help narcissists deal with disputes about their elevated self-image.
Narcissistic CEOs retain their public esteem by making self-protective attributions. This attitude
will be reflected in subsequent pay adjustments. Thus:
Hypothesis 2b: The CEO's degree of narcissism moderates the relationship
described in hypothesis 1b. Specifically, when recent firm performance has been
negative, the negative relationship between recent firm performance and CEO
pay raise will be stronger for low narcissists than for high narcissists.

I used two measures of CEO pay raise: percentage change in CEO pay and change in
CEO‘s share of the pie. Figures 9 depicts hypotheses 1a and 1b in terms of percentage changes in
CEO pay. The dotted line represents the general population of CEOs. As argued in hypotheses 1a
and 1b, after high performance, CEO pay raise compared to that of other top executives also goes
up. After poor performance, CEO pay cuts compared to that of other top executives also goes up.
The thick line depicts the case for CEOs with narcissistic tendencies. After high performance,
CEO pay raise for narcissistic CEOs is much more compared to that of other CEOs. After poor
performance, CEO pay cut is not as high as that of other CEOs. It is important to note here that I
have no specific hypotheses about CEO pay adjustments when performance is neutral. CEOs
with narcissistic tendencies are expected to respond aggressively at both ends of the spectrum but
not in the absence of any stimuli.

4.3. Poor Firm Performance and Departure of Top Executives
Salancik and Meindl‘s (1984) study on managerial attributions provided a different
perspective on the causal reasoning of executives. Apart from managers‘ informational bias
because of putting in long hours to achieve success, and the motivational bias to enhance or
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protect their ego, managerial self-serving attributions accomplish a third, and different, function.
Managers may also use letters to shareholders, and other corporate communication tools, to
signal to various stakeholders of the firm that they are ‗in control‘ of the firm‘s affairs. The
authors studied 324 letters to shareholders of 18 firms over 18 years of their histories. Each
firm‘s coefficient of variation in profit margins, sales and earnings per share was calculated.
Nine firms with tendencies for higher performance variations were classified as stable, and the
other nine firms as unstable. Stable firms took credit for positive outcomes and laid blame on
external causes for negative outcomes. Unstable firms showed a different pattern. Although, like
the stable firms, unstable firms took credit for their successes, they showed lesser tendencies to
attribute failures to external causes. However, when unstable firms blamed the environment for
negative firm outcomes, executive changes were announced to signal managerial control.
Following poor performance, departures of top managers may go up because of both
voluntary and involuntary departures. The dismissal of executives after poor firm performance
can be a necessity of symbolic management of stakeholders‘ expectations (Pfeffer, 1981). In
response to below-average performance, the firm needs to take some action that conveys to the
stakeholders that the prospect for future organizational success has been restored. Another
possibility is that some CEOs may truly believe that top managers are indeed responsible for the
poor performance. Scapegoating of top managers (Boeker, 1992) can result into the top
executives themselves taking the initiate of looking for another job and eventually leaving the
firm for another less hostile environment. Several studies have shown that recent poor firm
performance leads to dismissals of top executives (Coughlan & Schmidt, 1985; Wagner, Pfeffer,
& O'Reilly, 1984; Warner, Watts, & Wruck, 1988). Thus:
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Hypothesis 3a: When recent firm performance has been negative, the more
negative the performance the greater the number of departures of other top
executives.

The above relationship between poor performance and dismissal of top managers is likely
to be stronger when the CEO is powerful. Boeker‘s study (1992) demonstrated that poorly
performing firms with powerful chief executives are less likely to replace their chief executives
but are significantly more likely to replace top managers reporting to the chief executive.
Apparently, powerful chief executives buffer themselves from the responsibility of poor
performance but ‗compensate‘ by replacing top managers of the organization. We can expect
similar consequences of poor performance when the top executive has narcissistic tendencies.
In poorly performing firms that are led by narcissistic CEOs, departure rates of top
management team members may be particularly high. This might happen for two reasons. First,
top managers might be fired by the CEO. When faced with a failure, narcissistic CEOs look out
for competing explanations and tend to create black and white images of others – a defense
mechanism known as splitting (Kernberg, 1975: 25). Due to splitting, people and situations are
seen as all good or all bad leading the narcissistic executive to either idealize or hate them. The
defense mechanisms and the exploitativeness/entitlement interpersonal style of the narcissist
(Emmons, 1987) can manifest itself in various ways in a firm. Following low performance,
narcissistic CEOs will not hesitate to terminate contracts or cut pay of other top managers.
Second, top managers might voluntarily quit. Following low organizational performance, the
narcissistic CEO‘s tendency towards exploitativeness, entitlement and splitting can lead to real
or perceived injustices amongst followers. Some of them might be dismissed, but some might
leave voluntarily. As a result, departure rates of top managers will increase. Thus:
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Hypothesis 3b: The CEO's degree of narcissism moderates the relationship
described in hypothesis 3a. Specifically, when recent firm performance has been
negative, the negative relationship between recent firm performance and number
of departures of top executives will be stronger for high narcissists than for low
narcissists.
Figure 10 portrays the interaction effect of low firm performance and executive
narcissism on blame-deflecting behavior. As shown in the figure, under conditions of neutral or
low negative, performance highly narcissistic CEOs deflect more blame than low narcissists.
With decreasing firm performance, blame-deflecting tendencies increase for both high and low
narcissists; but high narcissists deflect much greater blame than low narcissists.

4.4. Data and Methods
In addition to the variables from the previous essay, in this study I have used the
following dependent and control variables.

4.4.2. Dependent variables
I used two measures of CEO pay raise relative to the firm‘s four highest-paid executives.

4.4.2.1. Percentage Change in CEO Pay
I calculated percentage changes in CEO‘s pay in any year compared to his or her pay in
the prior year. I calculated similar percentage changes in the other four highest-paid executives‘
pay and included that as a control variable in all the runs. CEO compensation data was collected
from Execucomp5.

5

I used CEO relative compensation as part of the narcissism index (N-index). The usage of compensation data in
constructing the N-index is different from the usage of compensation data as measures of glory-hoarding and blamedeflecting in at least two ways. First, the relative compensation data used in the N-index is a ratio of how much the
CEO is paid relative to the second-highest paid executive. That ratio is different from year-on-year changes in the
CEO‘s pay relative to year-on-year changes in other top executives‘ pay. Second, the relative compensation data in
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4.4.2.2. CEO’s Share of the Pie
Narcissistic CEOs believe they are far more valuable than anyone else in the firm, and
this becomes reflected in the CEO‘s compensation relative to other top executives. CEOs play a
significant role in setting their own pay (Bebchuk & Fried, 2004; Finkelstein & Boyd, 1998; Tosi
& Gomez-Mejia, 1989), and narcissistic CEOs, in particular, are likely to reward themselves
highly after good performance. Contrarily, after bad performance, narcissistic CEOs will decide
relatively lower lay cuts for themselves, compared to other top managers. I used CEO‘s share of
the total compensation paid to the top five highest paid executives in the firm in any given year
as a measure of the CEO‘s pay adjustment. An increase in the CEO‘s share of the pie after good
performance would indicate credit-taking. On the other hand, no decrease in the CEO‘s share of
the pie after poor performance would indicate blame-deflecting.

4.4.2.3. Top Management Team Departures
This indicator of departure rates in the upper echelons captures top management
departures when executives are asked to leave, and when they leave on their own. I measured
total departures in one year as the sum of all top managers who departed between the prior year
(t + n – 1) and the current year (t + n). For example, a company where one vice president and one
senior vice president discontinued service, or were dismissed, would receive a score of two. I
collected and coded the data for every firm-year from the Standard and Poor’s Register of
Corporations and Executives. I considered all executives who were 1) mentioned in the S&P
register and 2) were senior vice-president and above. For small firms, where the number of

the N-index is treated as invariant. On the contrary, the focus of the usage of compensation data in this context is to
note the changes.
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executives who met both criteria 1 and 2 were too few (less than 5), I considered all of them to
calculate top executive departures.

4.4.3. Control variables
In addition to the control variables at the CEO, firm, and industry levels that were listed
in the previous essay, I included two more control variables. CEO‘s Share of the Pie in the prior
year could be influencing changes in CEO‘s Share of the pie in the current year. For testing
Hypotheses 1 and 2, I controlled for the CEO‘s Share of the Pie in the prior year. For testing
hypotheses 3, I included the number of executives for every firm in the sample in any particular
calendar year as a control. The number of executives in a firm in one year may impact the
number of executives who left in the current year.

4.5. Results
As in the previous essay, the analyses were run separately on the computer and retail
industry samples. In addition, the computer and retail industry samples were divided into high
and low performance samples to demarcate whether in any given year, a CEO is in the domain of
positive firm performance or poor firm performance. In a given firm-year, ROA and TSR values
were compared with the industry sector averages6 in that calendar year. Values below the median
industry performance were labeled low, and those above the industry median were labeled high7.
Descriptive statistics and bivariate correlations for the variables used in this essay are
reported in Tables 5a and 5b for the computer and retail samples respectively. Tables 11a, 11b,
12a, and 12b show the results of the runs on samples in the domain of high firm performance.

6
7

The computer firms had two sectors. The retailer firms comprised five sectors.
Results were the same when all runs were replicated using industry means.
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Tables 13a, 13b, 14a, 14b, 15a, and 15b report the results of the analyses on samples in the
domain of poor firm performance.
Models 1 and 3 in Tables 11a and 11b show that firm performance had no effect on
percentage changes in CEO pay, providing no support for hypotheses 1a. Models 2 and 4 in
Tables 11a and 11b indicate no evidence of narcissism moderating this relationship. On the
contrary, model 2 in Table 10b provide opposite results. The relationship between recent positive
firm performance and CEO‘s pay is stronger for low narcissists than for high narcissists. I got no
support for hypotheses 2a.
As shown in Models 1 and 3 of Tables 12a and 12b, the results indicate that in the
domain of positive performance, narcissism in CEOs has a very strong impact on change in
CEO‘s share of the pie. This result is intriguing, primarily because that effect is also seen in the
domain of recent negative performance (Models 1 and 3 in Tables 14a and 14b), even after
controlling for the CEO‘s share of the pie in the previous year. Models 2 and 4 in Tables 12a
and 12b report the interactive effects of CEO narcissism and recent positive ROA or TSR on
CEO pay adjustments. As Models 2 and 4 in Table 12b indicate, the interaction term for CEO
narcissism and recent performance (ROA and TSR) is negative and significant for retail industry
sample. I didn‘t find any support for credit-taking behavior of narcissistic CEOs, as hypothesized
in 2a. On the contrary, I got opposite results which indicate that after good performance, pay
raises are higher for low narcissist than that for high narcissists.
Models 1 and 3 in Tables 13a, 13b, 14a, and 14b provide no support for hypotheses 1b. In
the domain of poor performances, firm performance had no effect on decreases in CEO pay,
However, Models 2 and 4 in Tables 14a, and 14b provide strong support for hypotheses 2b. In
the domain of poor performance, however, percentage change in pay and share of the pie for
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high narcissistic CEOs did not decrease as markedly as it did for low narcissists. As shown in
Figures 14, 15, and 16, even when their firms did poorly CEOs scoring high on narcissism had
their share of the pie increase. This supports hypothesis 2b, indicating that narcissistic CEOs tend
to deflect blame for their poor performance. They either do not take responsibility of delivering
poor performance or even continue to increase their share.
A separate set of runs tested Hypothesis 3a: In the domain of poor firm performance,
negative performance will be positively related to departure rates of the other top executives in
the firm. Models 1 and 3 in Tables 15a and 15b provides support for hypothesis 3a. Models 2
and 4 provide strong support for hypothesis 3b. The effect of the interaction of CEO narcissism
and recent ROA and recent TSR on TMT departure is negative and significant.
The interaction graphs depicted in Figures 17 and 18 show that when performance is
poor, TMT departure rates increase in general. However, this increase in TMT departure is much
steeper for high narcissists than for low narcissists.

4.6. Discussion
In this essay I had argued that CEO pay adjustments will follow very good or very bad
firm performance. I did not find support for these hypotheses. I did find moderate to strong
support for the blame-deflecting hypotheses 2b and 3b. Following poor performance, top
executive departures increased much more for high narcissists than they did for low narcissists.
In addition, after poor performance, high narcissists did not lower their share of the pie as much
as did low narcissists. The results indicate that narcissists are apparently not selfish when things
go well. However, when performance is poor, narcissists deflect the blame on their colleagues.
They do not take the pay cuts that others take and their close colleagues leave because of an
unknown combination of dismissals and scapegoating.
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It may be that narcissistic CEOs are happy with establishing an initial disparity in pay,
and they do not really mind if the other top executives catch up slightly. Instead, the focus of the
narcissistic CEOs is squarely on the media praise and awards. From this perspective, top
executives, too, do not mind if the CEO gets media attention and awards, as long as their salaries
are increasing. These results support Maccoby‘s idea, when he asked, ―Why do we go along for
the ride with narcissistic leaders? Because the upside is enormous (2003: xiv).‖

4.6.1. Flawed Learning
In addition to their causal attributions, narcissists‘ self-serving tendencies may interfere
with learning from failures. Narcissistic CEOs do not view successes and failures as means to
learning. Instead, they interpret performance outcomes in terms of what those results mean about
their own selves. Following success, narcissistic CEOs are either preoccupied with themselves at
the expense of their colleagues (Baumeister et al., 2000), or following failure, they are
challenging negative information about their own selves (Kernis & Sun, 1994). Their aim is not
to learn, but validate their self worth in domains in which they are invested. Constantly holding
themselves up to their ideal standards of worth and value, and believing they are truly of high
caliber (Gabriel, Critelli, & Ee, 1994), narcissists find it extremely difficult to make amendments
about their personal capabilities.
Apart from individual learning, narcissism in CEOs may impact organizational learning
as well. Organizations collect experiences. These experiences of successes and failures are then
drawn upon to encode inferences in repositories of organizational knowledge. These repositories
include formal rules, roles, conventions, structures, technologies, cultural practices, capabilities
and, importantly, key organizational members (Schulz, 2002). Routines put to use these

118

repositories, or organizational memory, to guide individual and group behavior in organizations
(Levitt & March, 1988). Organizational learning involves the making and updating of these
routines (Huber, 1991). Organizations store a great deal of information and knowledge in human
repositories, especially in top managers who play key roles in strategic decision-making, and
have been witness to important events in the organization. As the results indicate, turnover in top
management teams is likely to be higher under the regimes of narcissistic executives. As old
hands leave, new executives take time to discover the routines and ways of dealing with more
senior colleagues and the chief executive. Organizations led by narcissistic CEOs can fail to
learn from past failures because of loss of key people.
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Chapter 5
DISCUSSION AND CONCLUSION

5.1. Why do some CEOs take more risk than others?
In a chapter entitled ‗Long-term expectation‘ in The General Theory of Employment,
Interest, and Money (Keynes, 1936: 150) wrote:
‗if human nature felt no temptation to take a chance, no satisfaction in constructing a
factory, a railway, a mine or a farm, there might not be much investment merely as a
result of cold calculation.‘

In the following sections, Keynes went on to discuss about confidence. Sadly, however, the
sources of confidence were not well explored. If confidence leads to risky decisions, where does
confidence come from? In the second essay of my dissertation, I have proposed a careful
decomposition of the two main drivers of extreme confidence: capability cues and CEO
personality, specifically dispositional narcissism. We can reasonably envision three alternative
scenarios for interactive effects of capability cues and narcissism on risk-taking. For all three
scenarios, the anticipated effect of capability cues on the behavior of non-narcissists is uniform:
when cues are negative, non-narcissists are timid; as cues become more positive, non-narcissists
become progressively more confident and take bigger risks. It is for highly narcissistic
individuals that the three scenarios yield alternative hypotheses.
Although the results did not find full support for any one of the interaction hypotheses,
the mixed results were interesting. First, the results indicate that narcissists are more attuned to
social recognition rather than objective performance. Second, analogous to hubristic and
achievement oriented pride (Tracy & Robins, 2007), risk-taking, too, may be of too different
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types. One type of risk-taking might follow from and strive for objective achievement and
another kind of risk-taking behavior might be in search of social adulation.

5.2. Do some CEOs engage in self-serving behavior a lot more than others?
I began the third essay by referring to two sets of attribution studies. The results of the
follower-centric and self-serving attribution studies were complementary, but not completely
consistent. Building on the fundamental attribution error, Meindl and colleagues showed that
highly positive or highly negative performance is often attributed to leaders rather than
contextual factors. According to this perspective, external observers believe that non-standard
performance is a reflection of individual influence. I extended this logic and proposed that if
external stakeholders indeed believe so, good and bad performance is likely to have CEO pay
adjustments as consequences. I did not find support for these hypotheses. I added to this general
tendency the individual differences of CEOs, specifically their narcissism. I found support for
these self-serving attributions. The results indicated that narcissists are more likely to deflect
blame than take credit.
Justification of organizational performance has been an important topic of interest in
organizational studies (cf. Staw et al., 1983). An inquiry into the personal determinants of CEOs‘
self-serving attributions can help us understand the causal dynamics behind such important
processes as emergence of CEO celebrity (Hayward et al., 2004b) and CEO vilification after
corporate failures (Wiesenfeld et al., 2008). Not only during good or bad performance, but also
in times of moderate performance, executives‘ personal motivations to justify firm performance
can throw light on the ‗symbolic‘ nature of management (Pfeffer, 1981) and how top managers
maintain an appearance of efficacy when control is hard to achieve (Wagner & Gooding, 1997).
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A summary of the hypotheses and the results of Essays 2 and 3 are presented in Tables
16a and 16b respectively.

5.3. Limitations of the study
I will note three limitations of this study. I found strong support for the psychometric
properties of the four indicators of narcissism. I was able to show that these four indicators
cohere strongly in more than one industry and allow us to form a reliable index that is useful for
us to predict consequences for the firm and other top executives. However, the narcissism
indicators were collected form archival sources. Information about CEOs‘ personal qualities was
inferred from these proxy measures and not triangulated with other sources of information such
as social reports from executives who have worked closely with the CEOs in my sample.
Second, there could be other forms of risk-taking, glory-hoarding, or blame-deflecting
behavior, different from the measures used in this study. Third, there could be an alternate
plausible explanation for my results. CEO power could also explain the pattern of results I found.
Some CEOs might be able to build stronger power bases and therefore have greater influence on
strategic decisions, their own remuneration, and career trajectories of their colleagues. This
influence might show up differently depending on prior performance. Thus, non-narcissistic
CEOs‘ compensation is tied more closely to prior firm performance than is the compensation of
narcissistic CEOs, who because of their power can minimize the compensation effects of
negative performance.

5.4. Conclusion
In the three essays of this dissertation I have explored the role of CEO narcissism in
macro-organizational issues. The results indicate that narcissism in CEOs is indeed a fruitful
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frontier for organizational studies. In the choice and judgment literature, research on individual
differences to predict decision-making behavior is almost nil (cf. Highhouse, 2001). Managers,
too, might find important lessons from the findings of these studies. Firms not only deliver
products and services. They also produce decisions. Decisions, therefore, need some degree of
quality control.
I hope the three essays advance our understanding of not just the nature and
consequences of executive narcissism, but also about the human factors at the upper echelons
that affect the fates of firms.
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APPENDIX A: FIGURES
FIGURE 1
The Effects of CEO Narcissism and Capability Cues on Risk-taking Behavior

Capability cues are stimuli that provide a
sense of capability. These contextual cues
can be confidence-enhancing or confidencedampening.
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A state of
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Narcissism is a personal quality. Narcissists
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continuously reinforced.

Executive
narcissism
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FIGURE 2
Interactive Effect of Capability Cues and Narcissism on Change in Risk-taking
Scenario 1: Capability cues and narcissism as a “combustible combination”
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FIGURE 3
Interactive Effect of Capability Cues and Narcissism on Change in Risk-taking
Scenario 2: Narcissists’ “need for self-authentication” and Capability Cues

High Narcissists

Low

Change in Risk-Taking
Behavior

High

Low Narcissists

Negative

Positive
Capability Cues

126

FIGURE 4
Interactive Effect of Capability Cues and Narcissism on Change in Risk-taking
Scenario 3: “Narcissistic self-sufficiency” or insensitiveness to contextual cues
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FIGURE 5
Data Set-up for the Sample
5a
Lagged design for the independent variables and dependent variables in one CEO’s tenure years
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5b
Pooled cross sectional time series or unbalanced panel data set for an illustrative sample of five CEOs
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FIGURE 6a
COMPUTER INDUSTRY: Risk-taking Varies by Recent ROA and CEO Narcissism
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FIGURE 6b
RETAIL INDUSTRY: Risk-taking Varies by Recent ROA and CEO Narcissism
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FIGURE 7
COMPUTER INDUSTRY: Risk-taking Varies by Recent TSR and CEO Narcissism
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FIGURE 8
COMPUTER INDUSTRY: Risk-taking Varies by Recent Media Praise and
CEO Narcissism
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FIGURE 9
Interactive Effect of Recent Performance and Narcissism on
Percentage Change in CEO’s Pay Relative to the Firm’s Other Top Executives
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FIGURE 10
Interactive Effect of Recent Performance and Narcissism on Change in CEO’s Share of the Pie
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FIGURE 11
Interactive Effect of Recent Poor Performance and Narcissism
on Departures of Top Executives

High

Low Narcissists

Low

Departures of Top Executives

High Narcissists

Poor

Very Poor

Recent Performance

134

Percentage change in CEO pay relative
to the firm’s other top executives

FIGURE 12
RETAIL INDUSTRY: Percentage Change in CEO Pay Relative to the Firm’s Other Top
Executives and Last Year’s TSR in the Domain of High Performance Results
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FIGURE 13a
RETAIL INDUSTRY: Change in CEO’s Share of the Pie and Last Year’s ROA
in the Domain of High Performance Results
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FIGURE 13b
RETAIL INDUSTRY: Change in CEO’s Share of the Pie and Last Year’s TSR
in the Domain of High Performance Results
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FIGURE 14
COMPUTER INDUSTRY: Percentage Change in CEO Pay and Last Year’s ROA in the
Domain of Poor Performance Results
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FIGURE 15a
COMPUTER INDUSTRY: Change in CEO’s Share of the Pie and Last Year’s ROA
in the Domain of Poor Performance Results
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FIGURE 15b
COMPUTER INDUSTRY: Change in CEO’s Share of the Pie and Last Year’s TSR
in the Domain of Poor Performance Results
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FIGURE 16
RETAIL INDUSTRY: Change in CEO’s Share of the Pie and Last Year’s ROA
in the Domain of Poor Performance Results
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FIGURE 17a
COMPUTER INDUSTRY: TMT Departures and Last Year’s ROA
in the Domain of Poor Performance Results
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FIGURE 17b
COMPUTER INDUSTRY: TMT Departures and Last Year’s TSR
in the Domain of Poor Performance Results
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FIGURE 18a
RETAIL INDUSTRY: TMT Departures and Last Year’s ROA
in the Domain of Poor Performance Results
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FIGURE 18b
RETAIL INDUSTRY: TMT Departures and Last Year’s TSR
in the Domain of Poor Performance Results
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APPENDIX B: TABLES
TABLE 1
Discriminant Validity among Narcissism and Related Constructs
Characteristics of Narcissism
1. Promotionorientation

2. Exaggerated
attention on self

3. Salience of the
public self

4. Interpersonal
dominance

Trait or
situation induced

Comparative
constructs

Aspirations rather
than safety and
responsibilities

Appraisal of the
self vis-à-vis
similar others

The self that is
manifested in the
presence of others

‗Getting ahead‘
rather than
‗getting along‘

A stable, enduring
personal quality or one
that is situation-based

Narcissism

√

√

√

√

Trait

Core
self-evaluations

√

Dispositional
Optimism

√

Hubris

√

√

Trait

Trait

√

State

142

Similarities and/ or differences with the
comparison constructs

Like high-CSE individuals, narcissists have
high self-esteem, self-efficacy and locus of
control. Unlike narcissists, high-CSE people
are emotionally stable. They are not
exploitative, nor do they feel entitled.
Like narcissism, dispositional optimism
promotes a favorable view of the future.
Narcissism or egocentrism can be a
contributor to unrealistic optimism, but
optimists need not be narcissists.
Like narcissism, hubris is promotionoriented. Contextual cues can engender
hubris through self-evaluative emotions
such as pride. Hubris is a psychological
state, not a personality trait.
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TABLE 2
Sample of firms by SIC codes, sectors, and industry

Industry

Sectors

SIC Codes

Computer

Hardware
Software

3570, 3571, 3572, 3577, 3578, 3579
7370, 7371, 7372, 7373, 7374, 7377

Retail

Variety Stores
Apparel and Accessories

5331, 5311, 5411
5600, 5621, 5651, 5661

Home Furnishing and Equipments
Eating Places
Miscellaneous Stores

5700, 5712, 5731, 5734
5812
5900, 5912, 5944, 5945, 5961
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TABLE 3a
Four Indicators of CEO Narcissistic Tendencies in the Computer Industry:
Descriptive Statistics and Correlations
(2-year averages, Pearson correlations)
Variable

Mean

S. D.

1

2

1.

CEO relative cash compensation

1.64

.69

2.

CEO relative non-cash compensation

2.57

2.58

.481***

3.

CEO relative prominence in annual reports

2.58

.79

.393***

.365***

4.

CEO relative prominence in press releases

.61

.29

.401***

.299***

3

.313***

N = 152
**
p < .05
* ** p < .01

TABLE 3b
Four Indicators of CEO Narcissistic Tendencies in the Retail Sectors:
Descriptive Statistics and Correlations
(2-year averages, Pearson correlations)
Variable

Mean

S. D.

1

2

1.

CEO relative cash compensation

1.65

.63

2.

CEO relative non-cash compensation

2.46

2.18

.419***

3.

CEO relative prominence in annual reports

2.15

.74

.429***

.393***

4.

CEO relative prominence in press releases

.66

.29

.429***

.289***

N = 127
**
p < .05
* ** p < .01
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3

.324***

TABLE 4
List of Magazines and Newspapers used
News Source
USA Today
The Wall Street Journal
The New York Times
Los Angeles Times
The Economist
Business Week
The Washington Post
Chicago Tribune
Forbes
Fortune
The Boston Globe
The Atlanta Journal – Constitution
The San Francisco Chronicle
San Jose Mercury News

145

Type
Newspaper
Newspaper
Newspaper
Newspaper
Magazine
Magazine
Newspaper
Newspaper
Magazine
Magazine
Newspaper
Newspaper
Newspaper
Newspaper

Circulation
2,528,437
2,058,342
1,683,855
1,231,318
1,197,712
987,369
960,684
957,212
921,410
875,520
604,068
561,405
451,504
263,373

15775
TABLE 5a
Correlations and Descriptive Statistics – Computer Industry
Variables

Mean

S. D.

.03

.74

50.69

6.84

-.07

.66

.47

.09

.07

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

1

CEO narcissism

2

CEO age t+n-1

3

CEO is chair t+n-1

4

CEO ownership t+n-1

1.78

4.96

-.07

-.31

.13

5

CEO tenure year t+n-1

6.06

2.15

.17

.20

.01

.25

6

Firm age t+n-1

24.05

23.30

.14

.32

.13

-.17

.09

7

Firm slack t+n-1

2.82

2.83

-.08

-.23

-.17

-.01

-.04

-.19

8

Debt-to-value ratio

.14

.22

-.01

.29

.13

-.04

-.01

.32

-.14

9

Composite spending (Log) t+n-1

2.05

.90

.11

.21

.06

-.14

.18

.30

-.21

.20

10

Firm revenues (Log) t+n-1

2.82

.79

.17

.31

.13

-.14

.17

.53

-.36

.25

.71

11

Number of Media Articles t+n-1

5.01

7.93

.11

-.02

-.01

.01

.01

.10

-.05

-.01

.41

.40

12

CEO‘s share of the total pie t+n-1

37.54

17.10

.36

.10

.06

-.07

-.07

.10

-.07

.02

.14

.14

.02

13

Number of Executivest+n-1

7.14

3.20

.10

.20

-.06

-.05

.05

.24

-.14

.19

.32

.42

.21

.01

14

Recent Firm TSR t+n-1

-12.01

51.35

-.02

.03

-.03

.01

.04

-.04

.04

-.11

-.02

-.01

.11

-.01

-.04

15

Recent Firm ROA t+n-1

5.19

17.21

.08

-.01

.06

-.09

.10

.10

-.01

-.21

.19

.26

.09

.08

-.02

.24

16

Recent Media Praise t+n-1

.85

1.95

.10

-.01

-.07

.03

-.03

.08

-.03

-.01

.29

.39

.57

.06

.18

.03

.05

17

Recent Awards t+n-1

.11

.39

.04

.06

-.04

-.03

-.02

.13

-.03

.03

.31

.41

.33

.08

.19

.06

.09

.46

18

Composite Ratio(Log)

.03

.49

.04

-.02

-.04

-.01

-.01

-.02

.06

-.05

-.29

-.06

.02

.05

.03

.17

.17

.19

.08

19

∆Total Pie t+n

-1.42

18.47

-.10

.03

-.01

-.02

-.01

-.01

.03

.01

-.02

-.03

-.06

-.60

-.03

.07

-.02

-.04

-.06

-.03

20

TMT Departure t+n

1.03

1.51

.01

.09

-.03

.03

-.06

.05

-.05

.09

.10

.09

.01

.01

.22

-.09

-.11

.04

.02

-.10

.01

21

Endogeneity control

.03

.25

.01

-.14

.07

-.02

.27

-.03

.07

-.07

-.01

-.05

.03

-.04

.05

.01

.02

.01

.05

-.01

-.03

t+n-1

t+n

N=542; Correlations greater than |.09| are significant at the p< .05 level; Sector and Calendar Year dummies are not included in this table.
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20

-.03

TABLE 5b
Correlations and Descriptive Statistics – Retail Industry
Mean

Variables
1

CEO narcissism

2

CEO age t+n-1

3

CEO is chair t+n-1

4

S. D.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

-.01

.72

54.02

6.44

.03

.64

.48

.13

.06

CEO ownership t+n-1

2.95

7.55

-.22

-.16

.12

5

CEO tenure year t+n-1

6.12

2.25

-.04

.26

.19

.08

6

Firm age t+n-1

34.07

26.43

.19

.11

.07

-.14

-.04

7

Firm slack t+n-1

1.77

1.05

-.01

.07

.08

.08

-.06

-.10

8

Debt-to-value ratio

.29

.33

.02

-.22

-.13

.25

-.08

.06

-.27

9

Acquisitions (USD millions) t+n-1

80.35

637.8

-.02

-.01

.03

-.04

-.01

.01

-.05

.05

10

Percentage of stores owned t+n-1

.74

.26

.11

-.02

-.12

-.01

-.12

-.16

.41

-.09

-.04

11

Firm revenues (Log) t+n-1

3.38

.66

.17

-.04

.09

-.12

.05

.45

-.20

.24

.15

-.17

12

Number of Media Articles t+n-1

2.53

8.48

.02

-.05

-.09

.05

-.01

-.02

-.08

.15

-.02

-.08

.33

13

CEO‘s share of the total pie t+n-1

.37

.14

.36

.09

.10

-.35

-.09

.13

.01

-.10

.04

.02

.09

-.01

14

Number of Executivest+n-1

7.80

3.44

.06

-.08

-.10

-.14

-.11

.13

-.07

.07

.21

.04

.37

.17

.03

15

Recent Firm TSR t+n-1

-3.67

43.98

-.03

.01

-.07

-.04

-.03

.04

-.07

.02

.02

-.02

-.06

-.06

.09

.07

16

Recent Firm ROA t+n-1

1.49

7.09

-.03

.15

.03

-.16

.05

-.05

.18

-.42

.01

.04

-.02

-.04

.20

.04

.20

17

Recent Media Praise t+n-1

.41

1.73

.04

-.09

-.09

.09

-.09

-.03

-.05

.15

-.01

-.02

.19

.42

.06

.17

.09

.03

18

Recent Awards t+n-1

.01

.09

-.16

-.14

-.08

.23

.01

-.08

-.03

.21

-.01

.07

.03

.08

-.07

.01

.06

-.05

.25

19

Stores Operated Ratio (Log) t+n

.03

.06

-.19

.02

.05

-.01

.02

-.10

.09

-.11

.25

-.01

-.14

-.02

-.02

.04

.15

.22

.01

-.02

20

∆Total Pie t+n

-.75

13.32

-.06

.01

-.02

-.02

-.03

.11

-.06

.07

.01

-.03

-.01

-.01

-.51

-.06

.10

-.12

-.05

-.01

.04

21

TMT Departure t+n

1.04

1.58

.02

.01

-.02

-.02

-.03

.11

-.06

.08

-.04

-.01

.21

.04

-.01

.21

-.11

-.10

.06

-.03

-.06

.02

22

Endogeneity control

-.06

.43

.55

-.04

.12

-.39

-.11

.15

.13

-.06

.03

.16

.14

.01

.29

.04

-.01

-.05

.06

-.16

-.11

-.02

t+n-1

N=440; Correlations greater than |.09| are significant at the p< .05 level; Sector and Calendar Year dummies are not included in this table
.
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21

.05

TABLE 6a
COMPUTER INDUSTRY: CEO Narcissism and Risk-taking: Results of GEE Analysis*

Predictor Variables

Model:

CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
Firm age t+n-1

Debt-to-value ratio

Spending on
Risky Projects t+n
2

-.01
(.04)
-.69
(.49)
-.05
(.04)
.16*
(.09)
.27
(.37)
-.01
(.01)
.11
(.07)
-.02
(.86)
.58***
(.09)
.29***
(.08)

CEO age t+n-1

Firm slack (current ratio)

Spending on
Risky Projects t+n
1

t+n-1

t+n-1

Log (Composite Spending) t+n-1
Firm revenues (Log) t+n-1

.01
(.04)
-.73
(.49)
-.05
(.04)
.15*
(.09)
.34
(.37)
-.01
(.01)
.11
(.07)
.01
(.86)
.58***
(.09)
.28***
(.08)

Sector Dummies

Included

Included

Calendar Year Dummies

Included

Included

Control for endogeneity
Historical Performance (Average TSR t+n-2, t+n-3)
CCTSR = (Firm TSR t+n-1- Avg. TSR t+n-2, t+n-3)

-.11
(.81)
.02***
(.01)
.02***
(.01)

-.09
(.81)
.02***
(.01)
.02***
(.01)
.27
(.23)

CEO Narcissism
Wald chi2

2102.31***

2040.30***

*542 firm-years; 152 CEOs and 134 firms; Standard errors are in parentheses;
* p < .10; ** p < .05; *** p < .01
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TABLE 6b
RETAIL INDUSTRY: CEO Narcissism and Risk-taking: Results of GEE Analysis*
New Stores t+n
Predictor Variables

Model:

CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
Firm age t+n-1
Firm slack (current ratio)
Debt-to-value ratio

1
-.01
(.04)
.11
(.47)
-.01
(.01)
-.02
(.11)
.26
(.18)
-.01
(.01)
.03
(.12)
-.35
(.57)
.02
(.03)
.01***
(.01)
-.03
(.45)
-.01
(.02)

CEO age t+n-1

t+n-1

t+n-1

Firm revenues (Log) t+n-1
Value of Acquisitions t+n-1
Percentage of stores not owned t+n-1
Number of Stores t+n-1

New Stores t+n
2
-.01
(.04)
.11
(.45)
-.01
(.01)
-.02
(.10)
.26
(.18)
-.01
(.01)
.03
(.11)
-.35
(.57)
.02
(.03)
.01**
(.01)
-.03
(.44)
-.01
(.02)

Sector Dummies

Included

Included

Calendar Year Dummies

Included

Included

Control for endogeneity
Historical Performance (Average TSR t+n-2, t+n-3)
CCTSR = (Firm TSR t+n-1- Avg. TSR t+n-2, t+n-3)

-.91**
(.38)
.01*
(.01)
.01*
(.01)

-.93*
(.48)
.01
(.01)
.01*
(.01)
.02
(.28)

189.41***

189.46***

CEO Narcissism
Wald chi2

*440 firm-years; 127 CEOs and 107 firms; Standard errors are in parentheses;
* p < .10; ** p < .05; *** p < .01
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TABLE 7a
COMPUTER INDUSTRY: CEO Narcissism, Capability Cues, and Change in Risk-taking: Results of GEE Analysis*

Predictor Variables

Model:

CEO age t+n-1
CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
Firm age t+n-1
Firm slack (current ratio)
Debt-to-value ratio

t+n-1

t+n-1

Composite spending (Log) t+n-1
Firm revenues (Log) t+n-1
Hist. Perf. = (Avg. TSR or ROA t+n-2, t+n-3)

Change in Spending on
Risky Projects t+n
1
2
-.01
(.03)
-.79*
(.48)
-.04
(.04)
.17**
(.08)
.29
(.38)
-.01
(.01)
.09
(.06)
.02
(.80)
-.25***
(.09)
.18**
(.08)
.02***
(.01)

-.01
(.03)
-.81*
(.48)
-.04
(.04)
.19**
(.08)
.33
(.38)
-.01
(.01)
.09
(.06)
.11
(.82)
-.26***
(.09)
.18**
(.08)
.02***
(.01)

.02***
(.01)

.03***
(.01)

Change in Spending on
Risky Projects t+n
3
4

CCROA= (Firm ROA t+n-1- Avg. ROA t+n-2, t+n-3)

-.01
(.03)
-.91*
(.48)
-.03
(.03)
.17**
(.08)
.29
(.36)
-.01
(.01)
.09
(.07)
.53
(.97)
-.27***
(.08)
.16**
(.08)
.04***
(.01)

-.01
(.04)
-.67
(.47)
-.07*
(.04)
.27***
(.08)
.21
(.38)
.01
(.01)
.04
(.07)
1.24
(1.07)
-.32***
(.08)
.06
(.08)
.05***
(.01)
.02
(.04)

-.01
(.04)
-.49
(.47)
-.07*
(.04)
.25***
(.08)
.21
(.38)
.01
(.01)
.04
(.07)
1.23
(1.09)
-.32***
(.08)
.05
(.06)
.06***
(.02)
.03
(.04)

-.01
(.03)
-.72*
(.43)
-.04
(.04)
.19***
(.07)
.48
(.36)
-.01
(.01)
.06
(.06)
.74
(.92)
-.25***
(.08)
.10
(.07)
.04***
(.01)

-.01
(.03)
-.67
(.42)
-.04
(.03)
.19***
(.07)
.49
(.36)
-.01
(.01)
.06
(.06)
.68
(.89)
-.24***
(.07)
.09
(.07)
.04***
(.01)

.08***
(.02)

.14***
(.03)

.08***
(.02)
.78**
(.30)

.09***
(.02)
.12
(.35)

.08***
(.02)

.08***
(.02)

CCMEDIA = Recent Media Praise t+n-1
CCAWARDS = Recent Awards t+n-1
Control for endogeneity
CEO Narcissism

-.28
(.75)
.30
(.19)

CEO Narcissism* CCTSR

-.42
(.76)
.34*
(.21)
-.61**
(.29)

Change in Spending on
Risky Projects t+n
7
8

-.01
(.03)
-.86*
(.48)
-.03
(.04)
.17**
(.07)
.36
(.37)
-.01
(.01)
.09
(.07)
.57
(.99)
-.27***
(.08)
.16**
(.08)
.04***
(.01)

Number of Media Articles t+n-1
CCTSR = (Firm TSR t+n-1- Avg. TSR t+n-2, t+n-3)

Change in Spending on
Risky Projects t+n
5
6

-.22
(.72)
.30
(.19)

-.17
(.71)
.29
(.18)

-.48
(.85)
.19
(.24)

-.57
(.83)
-.03
(.28)

1.69**
(.74)
-.54
(.71)
.28*
(.16)

-.70**
(.29)

CEO Narcissism* CCROA

.39**
(.19)

CEO Narcissism* CCMEDIA

.41
(.62)

CEO Narcissism* CCAWARDS
Wald chi2

.94
(1.31)
-.58
(.69)
.24
(.16)

94.32***

99.29***

115.58***

121.15***

167.61***

179.50***

124.62***

*542 firm-years; 152 CEOs and 134 firms; Sector and Calendar year dummies are not shown; Standard errors are in parentheses; * p < .10; ** p < .05; *** p < .01
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127.32***

TABLE 7b
RETAIL INDUSTRY: CEO Narcissism, Capability Cues, and Change in Risk-taking: Results of GEE Analysis*

Predictor Variables

Model:

CEO age t+n-1
CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
Firm age t+n-1
Firm slack (current ratio)
Debt-to-value ratio

t+n-1

t+n-1

Firm revenues (Log) t+n-1
Acquisitions in millions of USD t+n-1
Percentage of stores not owned t+n-1
Hist. Perf. = (Avg. TSR or ROA t+n-2, t+n-3)

Change in
Number of Stores t+n
1
2
-.01
(.01)
.08
(.07)
-.01***
(.01)
.01
(.02)
.07
(.06)
-.01
(.01)
.03
(.04)
-.02
(.14)
-.01*
(.01)
.01***
(.01)
-.25*
(.15)
.01***
(.01)

-.01
(.01)
.08
(.07)
-.01***
(.01)
.01
(.02)
.07
(.06)
-.01
(.01)
.03
(.04)
-.01
(.14)
-.01*
(.01)
.01***
(.01)
-.26*
(.15)
.01***
(.01)

.01
(.01)

.01
(.01)

Change in
Number of Stores t+n
3
4
-.01
(.01)
.04
(.06)
-.01**
(.01)
.01
(.01)
.05
(.05)
-.01
(.01)
-.01
(.03)
.21
(.14)
-.02***
(.01)
.01***
(.01)
-.28**
(.14)
.03***
(.01)

-.01
(.01)
.05
(.06)
-.01**
(.01)
.01
(.02)
.05
(.05)
-.01
(.01)
-.01
(.03)
.19
(.13)
-.02***
(.01)
.01***
(.01)
-.28**
(.14)
.03***
(.01)

-.01
(.01)
.06
(.06)
-.01**
(.01)
.01
(.01)
.06
(.05)
-.01
(.01)
-.01
(.03)
.19
(.14)
-.02***
(.01)
.01***
(.01)
-.27*
(.14)
.02***
(.01)
.01
(.01)

-.01
(.01)
.08
(.07)
-.01***
(.01)
.01
(.02)
.06
(.05)
-.01
(.01)
-.01
(.03)
.19
(.14)
-.02***
(.01)
.01***
(.01)
-.27*
(.14)
.01***
(.01)
.01
(.01)

.01
(.01)

.02***
(.01)

-.01
(.06)
-.12**
(.05)

-.01
(.06)
-.13**
(.05)

.01
(.01)
.02
(.01)
-.02
(.06)
-.12**
(.05)

.01
(.01)
.02
(.01)
-.02
(.06)
-.12**
(.05)

Number of Media Articles t+n-1
CCTSR = (Firm TSR t+n-1- Avg. TSR t+n-2, t+n-3)
CCROA= (Firm ROA t+n-1- Avg. ROA t+n-2, t+n-3)
CCMEDIA = Recent Media Praise t+n-1
Control for endogeneity
CEO Narcissism

-.08
(.07)
-.11**
(.05)

CEO Narcissism* CCTSR

-.08
(.07)
-.11**
(.05)
.05
(.05)

Change in
Number of Stores t+n
5
6

-.08***
(.02)

CEO Narcissism* CCROA

-.02
(.03)

CEO Narcissism* CCMEDIA
Wald chi2

232.79***

228.86***

266.85***

292.65***

294.17***

*440 firm-years; 127 CEOs and 107 firms; Sector and Calendar year dummies are not shown; Standard errors are in parentheses;
* p < .10; ** p < .05; *** p< .01; Recent awards for the CEO has been dropped because of too few awards.
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299.10***

TABLE 8
ESSAY 2: COMPUTER INDUSTRY: Effect of Recent Performance and Media Praise on Change in Risk-taking

TABLE 8a (High Narcissists)

Predictor Variables

Model:

Change in Spending on
Risky Projects t+n

Change in Spending on
Risky Projects t+n

Change in Spending on
Risky Projects t+n

Change in Spending on
Risky Projects t+n

1

2

3

4

.01
(.01)

Recent Firm TSR t+n-1

-.02
(.02)

Recent Firm ROA t+n-1

1.31***
(.29)

Recent Media Praise t+n-1

1.04
(.85)

Recent Awards t+n-1

TABLE 8b (Low Narcissists)

Predictor Variables

Model:

Recent Firm TSR t+n-1
Recent Firm ROA t+n-1

Change in Spending on
Risky Projects t+n

Change in Spending on
Risky Projects t+n

Change in Spending on
Risky Projects t+n

Change in Spending on
Risky Projects t+n

1

2

3

3

.03**
(.01)
.11**
(.02)
.08
(.14)

Recent Media Praise t+n-1

-.03
(.87)

Recent Awards t+n-1
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TABLE 9
ESSAY 2: RETAIL INDUSTRY: Effect of Recent Performance and Media Praise on Change in Risk-taking

TABLE 9a (High Narcissists)

Predictor Variables

Model:

Change in Number of Stores t+n

Change in Number of Stores t+n

Change in Number of Stores t+n

1

2

3

.01
(.01)

Recent Firm TSR t+n-1

.01
(.01)

Recent Firm ROA t+n-1

.02
(.02)

Recent Media Praise t+n-1

TABLE 9b (Low Narcissists)

Predictor Variables

Model:

Recent Firm TSR t+n-1

Change in Number of Stores t+n

Change in Number of Stores t+n

Change in Number of Stores t+n

1

2

3

.01**
(.01)
.01**
(.01)

Recent Firm ROA t+n-1

.01
(.01)

Recent Media Praise t+n-1
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Predictor Variables

TABLE 10a: COMPUTER INDUSTRY: CEO Narcissism, Capability Cues, and Change in Risk-taking: Robustness Checks
∆ Spending
∆ Spending
∆ Spending
∆ Spending
∆ Spending
∆ Spending
∆ Spending
on Risky
on Risky
on Risky
on Risky
on Risky
on Risky
on Risky
Projects t+n
Projects t+n
Projects t+n
Projects t+n
Projects t+n
Projects t+n
Projects t+n
Model:
1
2
3
4
5
6
7

CEO age t+n-1
CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
Firm age t+n-1
Firm slack (current ratio)
Debt-to-value ratio

t+n-1

t+n-1

Composite spending (Log) t+n-1
Firm revenues (Log) t+n-1
Control for endogeneity
Hist. Perf. = (Avg. TSR or ROA t+n-2, t+n-3)
Number of Media Articles t+n-1

-.01
(.04)
-.69
(.53)
-.06
(.04)
.24**
(.08)
.31
(.39)
.01
(.01)
.10
(.08)
-.22
(1.03)
-.32***
(.09)
.18**
(.08)
-.57
(.87)
-.01
(.02)
.09**
(.04)

CCTSR = (Firm TSR t+n-1- Avg. TSR t+n-2, t+n-3)
CCROA= (Firm ROA t+n-1- Avg. ROA t+n-2, t+n-3)
CCMEDIA = Recent Media Praise t+n-1
CCAWARDS = Recent Awards t+n-1

.01
(.04)
-.62
(.47)
-.07*
(.04)
.26**
(.08)
.23
(.36)
.01
(.01)
.03
(.07)
1.33
(1.05)
-.31***
(.08)
.05
(.08)
-.55
(.84)
.06***
(.01)
.01
(.04)
.01**
(.01)
.08***
(.02)
.78**
(.32)
.16
(.65)

CEO Narcissism

.01
(.04)
-.65
(.47)
-.06
(.04)
.25**
(.08)
.27
(.37)
.01
(.01)
.04
(.07)
1.34
(1.06)
-.31***
(.08)
.05
(.06)
-.52
(.84)
.06***
(.01)
.01
(.04)
.01**
(.01)
.08***
(.02)
.78**
(.32)
.16
(.65)
.19
(.24)

CEO Narcissism* CCTSR

.01
(.04)
-.68
(.47)
-.07*
(.04)
.28***
(.09)
.31
(.37)
.01
(.01)
.04
(.07)
1.24
(1.04)
-.32***
(.08)
.06
(.08)
-.71
(.86)
.06***
(.01)
.02
(.04)
.02***
(.01)
.08***
(.02)
.78**
(.31)
.14
(.63)
.21
(.24)
-.62**
(.22)

.01
(.04)
-.70
(.47)
-.06
(.04)
.25***
(.08)
.21
(.36)
.01
(.01)
.03
(.07)
1.29
(1.08)
-.31***
(.08)
.06
(.08)
-.47
(.83)
.06***
(.01)
.01
(.04)
.01*
(.01)
.14***
(.03)
.78**
(.31)
.16
(.64)
.19
(.24)

.01
(.04)
-.51
(.46)
-.06*
(.04)
.23**
(.08)
.18
(.38)
.01
(.01)
.04
(.07)
1.31
(1.08)
-.31***
(.08)
.05
(.08)
-.59
(.83)
.06***
(.01)
.03
(.04)
.01*
(.01)
.08***
(.02)
.14
(.36)
.05
(.65)
-.07
(.29)

.22
(.53)

.01
(.04)
-.57
(.46)
-.06
(.04)
.26**
(.08)
.20
(.37)
.01
(.01)
.03
(.07)
1.27
(1.07)
-.32***
(.08)
.06
(.08)
-.78
(.83)
.06***
(.01)
.03
(.04)
.02**
(.01)
.12***
(.03)
-.05
(.34)
1.41
(1.13)
-.08
(.29)
-.43*
(.25)
-.61**
(.25)
.48**
(.22)
-.73
(.54)

193.43***

243.35***

-.67**
(.27)

CEO Narcissism* CCROA

.37*
(.19)

CEO Narcissism* CCMEDIA
CEO Narcissism* CCAWARDS
Wald chi2

.01
(.04)
-.63
(.46)
-.06
(.04)
.25**
(.07)
.27
(.37)
.01
(.01)
.04
(.07)
1.31
(1.06)
-.30***
(.08)
.05
(.08)
-.53
(.84)
.06***
(.01)
.01
(.04)
.01**
(.01)
.08***
(.02)
.78**
(.32)
-.26
(1.26)
.17
(.23)

61.31***

189.34***

194.02***
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238.20***

227.14***

201.84***

∆ Spending
on Risky
Projects t+n
8

TABLE 10b: RETAIL INDUSTRY: CEO Narcissism, Capability Cues, and Change in Risk-taking: Robustness Checks

Predictor Variables

Model:

CEO age t+n-1
CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
Firm age t+n-1
Firm slack (current ratio)
Debt-to-value ratio

t+n-1

t+n-1

Firm revenues (Log) t+n-1
Acquisitions in millions of USD t+n-1
Percentage of stores not owned t+n-1
Hist. Perf. = (Avg. TSR or ROA t+n-2, t+n-3)
Number of Media Articles t+n-1
Control for endogeneity

Change in
Number of
Stores t+n
1
-.01
(.01)
.07
(.07)
-.01**
(.01)
.01
(.02)
.09
(.06)
-.01
(.01)
.03
(.04)
-.01
(.14)
-.02**
(.01)
.01***
(.01)
-.29*
(.16)
.01***
(.01)
.01
(.01)
-.18***
(.05)

CCTSR = (Firm TSR t+n-1- Avg. TSR t+n-2, t+n-3)
CCROA= (Firm ROA t+n-1- Avg. ROA t+n-2, t+n-3)
CCMEDIA = Recent Media Praise t+n-1

Change in
Number of
Stores t+n
2
-.01
(.01)
.07
(.07)
-.01**
(.01)
.01
(.02)
.09
(.06)
-.01
(.01)
.04
(.04)
-.01
(.15)
-.02**
(.01)
.01***
(.01)
-.28*
(.16)
.01***
(.01)
.01
(.01)
-.18***
(.07)
.01
(.01)
-.01
(.01)
.01
(.01)

CEO Narcissism

Change in
Number of
Stores t+n
3

Change in
Number of
Stores t+n
4

-.01
(.01)
.09
(.07)
-.01**
(.01)
.01
(.02)
.08
(.06)
-.01
(.01)
.03
(.04)
-.02
(.14)
-.01**
(.01)
.01***
(.01)
-.24
(.15)
.03***
(.01)
.01
(.01)
-.09
(.06)
.01
(.01)
-.01
(.01)
.01
(.01)
-.11**
(.05)

CEO Narcissism* CCTSR

-.01
(.01)
.09
(.07)
-.01**
(.01)
.01
(.02)
.08
(.06)
-.01
(.01)
.03
(.04)
-.01
(.14)
-.01**
(.01)
.01***
(.01)
-.24
(.15)
.03***
(.01)
.01
(.01)
-.09
(.07)
-.01
(.01)
-.01
(.01)
.01
(.01)
-.11**
(.05)
.05
(.05)

Change in
Number of
Stores t+n
5
-.01
(.01)
.09
(.07)
-.01**
(.01)
.01
(.02)
.07
(.06)
-.01
(.01)
.03
(.04)
-.04
(.14)
-.01**
(.01)
.01***
(.01)
-.25*
(.14)
.02***
(.01)
.01
(.01)
-.08
(.07)
.01
(.01)
.02***
(.01)
.01
(.01)
-.12**
(.05)

-.01
(.01)
.09
(.07)
-.01**
(.01)
.01
(.02)
.08
(.06)
-.01
(.01)
.03
(.04)
-.01
(.14)
-.01**
(.01)
.01***
(.01)
-.24
(.15)
.01***
(.01)
.01
(.01)
-.09
(.06)
.01
(.01)
-.01
(.01)
.01
(.04)
-.11**
(.05)

CEO Narcissism* CCMEDIA
211.05***

261.58***

292.31***

* p < .10; ** p < .05; *** p< .01; Recent awards for the CEO has been dropped because of too few awards.
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288.25***

358.10***

Change in
Number of
Stores t+n

.01
(.03)

-.01
(.01)
.09
(.07)
-.01**
(.01)
.01
(.01)
.07
(.06)
-.01
(.01)
.03
(.04)
-.02
(.13)
-.02**
(.01)
.01***
(.01)
-.25*
(.14)
.01***
(.01)
.01
(.01)
-.08
(.07)
-.01
(.01)
.03***
(.01)
-.02
(.04)
-.12**
(.05)
.08
(.05)
-.09***
(.01)
.03
(.03)

301.56***

467.61***

-.07***
(.02)

CEO Narcissism* CCROA

Wald chi2

Change in
Number of
Stores t+n
6

TABLE 11a
COMPUTER INDUSTRY: In the Domain of Recent Positive Performance, Effects of Gradients of Positive Performance
and CEO Narcissism on Percentage Change in CEO’s Pay Relative to the Firm’s Other Top Executives*

Predictor Variables

Model:

CEO age t+n-1
CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
CEO‘s pay t+n-1
Firm revenues (Log) t+n-1
Percentage ∆ TMT Pay t+n

Percentage ∆
CEO Pay t+n

Percentage ∆
CEO Pay t+n

Percentage ∆
CEO Pay t+n

Percentage ∆
CEO Pay t+n

1

2

3

4

-.01
(.03)
.42*
(.23)
-.02
(.03)
-.04
(.06)
.06
(.20)
-.03***
(.01)
-.18
(.20)
.58***
(.15)

-.01
(.01)
.39*
.23)
-.02
(.03)
-.03
(.06)
.07
(.20)
-.03***
(.01)
-.18
(.20)
.58***
(.15)

.01
(.02)
.59**
(.26)
-.02*
(.01)
-.13**
(.05)
.02
(.19)
-.04***
(.01)
-.02
(.14)
.51***
(.15)

.01
(.02)
.62**
(.28)
-.02*
(.14)
-.13**
(.05)
.03
(.19)
-.05***
(.01)
-.02
(.14)
.52***
(.14)

Sector Dummies

Included

Included

Included

Included

Calendar Dummies

Included

Included

Included

Included

-.89*
(.49)
-.01
(.01)
.01
(.01)

-.93*
(.50)
-.01
(.01)
.01
(.01)

-.22
(.32)
.01
(.01)

-.21
(.33)
.01
(.01)

-.01
(.01)
.06
(.19)

-.02
(.02)
-.04
(.28)

Control for endogeneity
Hist. Perf. = (Avg. TSR or ROA t+n-2, t+n-3)
Recent Firm TSR t+n-1
Recent Firm ROA t+n-1
CEO Narcissism

-.12
(.19)

-.06
(.23)
-.01
(.01)

CEO Narcissism* Recent Firm TSR t+n-1
CEO Narcissism* Recent Firm ROA t+n-1
Wald chi2

190.90***

206.44***

*Standard errors are in parentheses; * p < .10; ** p < .05; *** p < .01
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76.38***

.01
(.01)
79.47***

TABLE 11b
RETAIL INDUSTRY: In the Domain of Recent Positive Performance, Effects of Gradients of Positive Performance
and CEO Narcissism on Percentage Change in CEO’s Pay Relative to the Firm’s Other Top Executives*

Predictor Variables

Model:

CEO age t+n-1
CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
CEO‘s pay t+n-1
Firm revenues (Log) t+n-1
Percentage ∆ TMT Pay t+n

Percentage ∆
CEO Pay t+n

Percentage ∆
CEO Pay t+n

Percentage ∆
CEO Pay t+n

Percentage ∆
CEO Pay t+n

1

2

3

4

.01
(.01)
.24*
(.13)
-.08***
(.02)
.02
(.03)
-.11
(.17)
-.03***
(.01)
.37***
(.14)
.74***
(.18)

.01
(.01)
.22*
(.13)
-.08***
(.02)
.01
(.04)
-.12
(.17)
-.04***
(.01)
.38***
(.14)
.74***
(.18)

-.01
(.01)
-.26
(.21)
-.01
(.01)
.04
(.03)
.21
(.16)
-.03**
(.01)
.52***
(.16)
.62***
(.23)

-.01
(.01)
-.32
(.22)
-.01
(.01)
.03
(.03)
.21
(.16)
-.04***
(.01)
.49***
(.15)
.59***
(.26)

Sector Dummies

Included

Included

Included

Included

Calendar Dummies

Included

Included

Included

Included

-.13
(.25)
-.01
(.01)

-.15
(.25)
-.01
(.01)

.02
(.02)
.02
(.10)

.02
(.02)
.21
(.15)

Control for endogeneity
Hist. Perf. = (Avg. TSR or ROA t+n-2, t+n-3)
Recent Firm TSR t+n-1

-.32
(.23)
-.01
(.01)
.01
(.01)

-.36
(.24)
-.01
(.01)
.01
(.01)

Recent Firm ROA t+n-1
CEO Narcissism

.22
(.18)

.61**
(.29)
-.46**
(.24)

CEO Narcissism* Recent Firm TSR t+n-1
CEO Narcissism* Recent Firm ROA t+n-1
Wald chi2

331.99***

342.47***

* Standard errors are in parentheses; * p < .10; ** p < .05; *** p < .01
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510.08***

-.23
(.14)
601.68***

TABLE 12a
COMPUTER INDUSTRY: In the Domain of Recent Positive Performance, Effects of Gradients of Positive Performance
and CEO Narcissism on Change in CEO’s share of the total pie*

Predictor Variables

Model:

∆ CEO‘s Share
of the Pie t+n

∆ CEO‘s Share
of the Pie t+n

∆ CEO‘s Share
of the Pie t+n

∆ CEO‘s Share
of the Pie t+n

1

2

3

4

.16
(.15)
2.19
(1.47)
-.15
(.13)
-.81*
(.42)
2.21
(1.64)
-.72***
(.07)
.09
(1.34)

.15
(.14)
1.98
(1.57)
-.15
(.13)
-.80*
(.42)
2.25
(1.59)
-.71***
(.07)
.07
(1.34)

Firm revenues (Log) t+n-1

.13
(.17)
1.89
(1.86)
-.10
(.29)
-.66*
(.35)
1.98
(1.91)
-.66***
(.11)
-1.12
(1.46)

Sector Dummies

Included

Included

Included

Included

Calendar Dummies

Included

Included

Included

Included

-4.49
(3.43)
-.03
(.03)
-.01
(.03)

-4.84
(3.54)
-.03
(.03)
.10
(.07)

CEO age t+n-1
CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
CEO‘s Share of the Total Pie t+n-1

Control for endogeneity
Hist. Perf. = (Avg. TSR or ROA t+n-2, t+n-3)
Recent Firm TSR t+n-1

.11
(.18)
1.69
(1.86)
-.14
(.30)
-.58*
(.35)
2.09
(1.91)
-.70***
(.10)
-1.11
(1.45)

Recent Firm ROA t+n-1
CEO Narcissism

2.39***
(1.53)

CEO Narcissism* Recent Firm TSR t+n-1

5.09***
(1.91)
-.06
(.04)

-8.05***
(2.76)
.13*
(.07)

-.09
(.10)
4.39***
(.99)

.04
(.24)
5.20***
(1.95)

293.85***

-.09
(.17)
292.32***

CEO Narcissism* Recent Firm ROA t+n-1
Wald chi2

560.19***

*Standard errors are in parentheses; * p < .10; ** p < .05; *** p < .01
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610.76***

-8.05***
(2.76)
.13*
(.07)

TABLE 12b
RETAIL INDUSTRY: In the Domain of Recent Positive Performance, Effects of Gradients of Positive Performance
and CEO Narcissism on Change in CEO’s share of the total pie*

Predictor Variables

Model:

∆ CEO’s Share
of the Pie t+n

∆ CEO’s Share
of the Pie t+n

∆ CEO’s Share
of the Pie t+n

∆ CEO’s Share
of the Pie t+n

1

2

3

4

.23
(.16)
2.71
(1.69)
-.22
(.33)
-.56
(.58)
-1.78
(1.44)
-.73***
(.05)
.21
(1.02)

.19
(.15)
2.91*
(1.61)
-.29
(.33)
-.61
(.58)
-2.02
(1.46)
-.72***
(.05)
.09
(1.02)

Firm revenues (Log) t+n-1

.22**
(.14)
1.17
(1.67)
-.07
(.11)
-.14
(.49)
.05
(1.37)
-.73***
(.11)
1.87
(1.66)

Sector Dummies

Included

Included

Included

Included

Calendar Dummies

Included

Included

Included

Included

1.63
(2.95)
-.02
(.10)

.89
(2.69)
-.10
(.10)

-.11
(.25)
1.58
(1.59)

-.15
(.21)
4.14***
(1.45)

CEO age t+n-1
CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
CEO‘s Share of the Total Pie t+n-1

Control for endogeneity
Hist. Perf. = (Avg. TSR or ROA t+n-2, t+n-3)
Recent Firm TSR t+n-1

3.27
(2.96)
-.05**
(.02)
.06**
(.03)

.22**
(.13)
.64
(1.54)
-.09
(.11)
-.28
(.45)
-.32
(1.38)
-.74***
(.09)
1.64
(1.61)

2.31
(2.90)
-.06***
(.02)
.03
(.03)

Recent Firm ROA t+n-1
CEO Narcissism

2.47*
(1.48)

CEO Narcissism* Recent Firm TSR t+n-1

7.39***
(2.08)
-5.85***
(1.76)

CEO Narcissism* Recent Firm ROA t+n-1
Wald chi2

112.05***

*Standard errors are in parentheses; * p < .10; ** p < .05; *** p < .01
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305.99***

170.04***

-3.21***
(1.61)
226.90***

TABLE 13a
COMPUTER INDUSTRY: In the Domain of Recent Poor Performance, Effects of Gradients of Poor Performance
and CEO Narcissism on Percentage Change in CEO’s Pay*

Predictor Variables

Model:

CEO age t+n-1
CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
CEO‘s pay t+n-1
Firm revenues (Log) t+n-1
Percentage ∆ TMT Pay t+n

Percentage ∆
CEO Pay t+n

Percentage ∆
CEO Pay t+n

Percentage ∆
CEO Pay t+n

Percentage ∆
CEO Pay t+n

1

2

3

4

-.01
(.02)
.12
(.26)
.02
(.05)
.08
(.09)
-.43
(.31)
-.01***
(.01)
.11
(.22)
.89***
(.15)

.01
(.02)
.16
(.25)
.01
(.05)
.07
(.09)
-.46
(.31)
-.01***
(.01)
.13
(.22)
.91***
(.15)

.01
(.01)
-.04
(.21)
.03*
(.02)
-.02
(.05)
-.39*
(.21)
-.01
(.01)
.22
(.14)
.71***
(.18)

.01
(.01)
-.01
(.22)
.02
(.02)
-.02
(.06)
-.43**
(.21)
-.01
(.01)
.23*
(.14)
.72***
(.18)

Sector Dummies

Included

Included

Included

Included

Calendar Dummies

Included

Included

Included

Included

-.33
(.65)
-.01
(.01)

-.21
(.60)
-.01
(.01)

-.01
(.01)
-.19
(.18)

.02
(.01)
-.32*
(.19)

Control for endogeneity
Hist. Perf. = (Avg. TSR or ROA t+n-2, t+n-3)
Recent Firm TSR t+n-1

.93**
(.39)
-.01
(.01)
-.01
(.01)

.94**
(.39)
-.01
(.01)
.01
(.02)

Recent Firm ROA t+n-1
CEO Narcissism

.04
(.15)

-.26
(.35)
-.01
(.01)

CEO Narcissism* Recent Firm TSR t+n-1
CEO Narcissism* Recent Firm ROA t+n-1
Wald chi2

199.59***

186.12***

*Standard errors are in parentheses; * p < .10; ** p < .05; *** p < .01
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884.91***

-.01*
(.01)
662.53***

TABLE 13b
RETAIL INDUSTRY: In the Domain of Recent Poor Performance, Effects of Gradients of Poor Performance
and CEO Narcissism on Percentage Change in CEO’s Pay*

Predictor Variables

Model:

CEO age t+n-1
CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
CEO‘s pay t+n-1
Firm revenues (Log) t+n-1
Percentage ∆ TMT Pay t+n

Percentage ∆
CEO Pay t+n

Percentage ∆
CEO Pay t+n

Percentage ∆
CEO Pay t+n

Percentage ∆
CEO Pay t+n

1

2

3

4

-.01
(.01)
-.06
(.15)
-.02***
(.01)
.02
(.03)
.17*
(.09)
-.02***
(.01)
.21
(1.02)
.61***
(.24)

-.01
(.01)
-.06
(.15)
-.02***
(.01)
.02
(.03)
.17*
(.09)
-.02***
(.01)
.19
(.13)
.61***
(.24)

-.01
(.03)
.29
(.32)
-.09***
(.03)
.23**
(.09)
-.46
(.33)
-.02
(.02)
.27
(.32)
.91***
(.35)

-.01
(.26)
.30
(.31)
-.09***
(.03)
.23**
(.09)
-.39
(.30)
-.02
(.02)
.29
(.32)
.95***
(.35)

Sector Dummies

Included

Included

Included

Included

Calendar Dummies

Included

Included

Included

Included

Control for endogeneity
Hist. Perf. = (Avg. TSR or ROA t+n-2, t+n-3)
Recent Firm TSR t+n-1

-.43
(.33)
.01
(.01)
-.01
(.01)

-.54*
(.31)
.01
(.01)
-.01
(.01)

Recent Firm ROA t+n-1
CEO Narcissism

.07
(.32)

.53
(.53)
.51
(.21)

CEO Narcissism* Recent Firm TSR t+n-1

-.47**
(.22)
-.07***
(.03)

-.47**
(.22)
-.07***
(.03)

-.04***
(.01)
.39***
(.11)

-.04***
(.01)
.42***
(.14)

669.58***

.01
(.11)
759.37***

CEO Narcissism* Recent Firm ROA t+n-1
Wald chi2

109.63***

126.58***

*Standard errors are in parentheses; * p < .10; ** p < .05; *** p < .01
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TABLE 14a
COMPUTER INDUSTRY: In the Domain of Recent Poor Performance, Effects of Gradients of Poor Performance
and CEO Narcissism on Change in CEO’s share of the total pie*

Predictor Variables

Model:

CEO age t+n-1
CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
CEO‘s Share of the Total Pie t+n-1
Firm revenues (Log) t+n-1

∆ CEO‘s Share
of the Pie t+n

∆ CEO‘s Share
of the Pie t+n

∆ CEO‘s Share
of the Pie t+n

∆ CEO‘s Share
of the Pie t+n

1

2

3

4

.37**
(.13)
.58
(1.92)
-.25*
(.13)
-.87*
(.52)
-3.22*
(1.79)
-.79***
(.07)
1.29
(1.26)

.47**
(.21)
-.84
(2.24)
-.09
(.27)
-.24
(.62)
-3.56*
(2.11)
-.71***
(.07)
-.23
(1.45)

.49**
(.19)
-.49
(2.13)
-.14
(.25)
-.37
(.56)
-3.59*
(2.12)
-.69***
(.08)
-.13
(1.37)

.37**
(.14)
1.02
(1.95)
-.23
(.15)
-.69
(.52)
-2.53
(1.74)
-.78***
(.07)
1.11
(1.25)

Sector Dummies

Included

Included

Included

Included

Calendar Dummies

Included

Included

Included

Included

.90
(4.49)
.09
(.06)

1.63
(3.81)
.09
(.06)

.03
(.04)
2.51
(1.98)

.24***
(.08)
.82
(1.94)

308.43***

-.13***
(.05)
233.87***

Control for endogeneity
Hist. Perf. = (Avg. TSR or ROA t+n-2, t+n-3)
Recent Firm TSR t+n-1

-1.02
(3.54)
-.01
(.02)
-.01
(.04)

-1.08
(3.55)
-.01
(.02)
.27**
(.11)

Recent Firm ROA t+n-1
CEO Narcissism

5.36***
(1.39)

CEO Narcissism* Recent Firm TSR t+n-1

-1.31
(2.85)
-.16**
(.07)

CEO Narcissism* Recent Firm ROA t+n-1
Wald chi2

312.15***

*Standard errors are in parentheses; * p < .10; ** p < .05; *** p < .01
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373.08***

TABLE 14b
RETAIL INDUSTRY: In the Domain of Recent Poor Performance, Effects of Gradients of Poor Performance
and CEO Narcissism on Change in CEO’s share of the total pie*

Predictor Variables

Model:

∆ CEO‘s Share
of the Pie t+n

∆ CEO‘s Share
of the Pie t+n

∆ CEO‘s Share
of the Pie t+n

∆ CEO‘s Share
of the Pie t+n

1

2

3

4

.12
(.12)
-.69
(1.92)
-.13
(.08)
-.23
(.43)
.61
(1.36)
-.75***
(.06)
-1.53
(1.58)

.15
(.12)
-.86
(1.89)
-.09
(.08)
-.32
(.41)
.36
(1.42)
-.76***
(.06)
-1.42
(1.66)

Firm revenues (Log) t+n-1

.07
(.11)
.71
(1.48)
-.33**
(.09)
.01
(.34)
-3.47***
(1.33)
-.47***
(.06)
.01
(1.06)

Sector Dummies

Included

Included

Included

Included

Calendar Dummies

Included

Included

Included

Included

CEO age t+n-1
CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
CEO‘s Share of the Total Pie t+n-1

Control for endogeneity
Hist. Perf. = (Avg. TSR or ROA t+n-2, t+n-3)
Recent Firm TSR t+n-1

1.72
(1.40)
-.01
(.02)
-.02
(.03)

.07
(.11)
.59
(1.47)
-.35**
(.09)
.04
(.34)
-3.33*
(1.32)
-.47***
(.06)
.05
(1.01)

1.54
(1.29)
-.01
(.02)
-.02
(.03)

Recent Firm ROA t+n-1
CEO Narcissism

2.31***
(.81)

CEO Narcissism* Recent Firm TSR t+n-1

3.84**
(1.58)
1.72
(1.46)

3.62
(3.56)
-.39***
(.16)

.01
(.14)
3.56***
(1.45)

.01
(.11)
.77
(2.22)

1917.85***

-1.88**
(.86)
2254.41***

CEO Narcissism* Recent Firm ROA t+n-1
Wald chi2

451.81***

*Standard errors are in parentheses; * p < .10; ** p < .05; *** p < .01
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636.53***

4.27
(3.52)
-.45***
(.16)

TABLE 15a
COMPUTER INDUSTRY: In the Domain of Recent Poor Performance, Effects of Gradients of Poor Performance
and CEO Narcissism on TMT Departures*

Predictor Variables
CEO age t+n-1
CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
Firm age t+n-1
Firm revenues (Log) t+n-1
Number of Executivest+n-1

Model:

TMT Dep t+n

TMT Dep t+n

TMT Dep t+n

TMT Dep t+n

1

2

3

4

.01
(.02)
-.14
(.25)
.03**
(.01)
-.08
(.06)
.29
(.22)
-.01
(.01)
.28**
(.14)
.08***
(.03)

.01
(.02)
-.05
(.24)
.03**
(.01)
-.09*
(.05)
.22
(.22)
-.01
(.01)
.28**
(.14)
.09***
(.03)

.04**
(.02)
-.46*
(.26)
.06**
(.03)
-.17***
(.06)
.12
(.23)
-.01
(.01)
.22
(.21)
.07***
(.03)

.04**
(.02)
-.42
(.26)
.05**
(.02)
-.19***
(.06)
.09
(.22)
-.01
(.01)
.24
(.22)
.08***
(.03)

Sector Dummies

Included

Included

Included

Included

Calendar Dummies

Included

Included

Included

Included

.32
(.38)
-.01
(.01)
-.01***
(.01)

.27
(.37)
-.01
(.01)
.02**
(.01)

.01
(.46)
-.01
(.01)

.25
(.52)
-.01
(.01)

Control for endogeneity
Hist. Perf. = (Avg. TSR or ROA t+n-2, t+n-3)
Recent Firm TSR t+n-1
Recent Firm ROA t+n-1
CEO Narcissism

.18
(.17)

CEO Narcissism* Recent Firm TSR t+n-1

-.47**
(.23)
-.02***
(.01)

-.01
(.01)
.08
(.18)

CEO Narcissism* Recent Firm ROA t+n-1
Wald chi2

147.78***

*Standard errors are in parentheses; * p < .10; ** p < .05; *** p < .01
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192.56***

74.61***

.03***
(.01)
-.21
(.12)

-.03***
(.01)
102.64***

ESSAY 3: TABLE 15b
RETAIL INDUSTRY: In the Domain of Recent Poor Performance, Effects of Gradients of Poor Performance
and CEO Narcissism on TMT Departures*
TMT Dep t+n

TMT Dep t+n

TMT Dep t+n

TMT Dep t+n

1

2

3

4

Number of Executivest+n-1

.02
(.01)
.06
(.19)
-.01
(.02)
-.13***
(.05)
.52*
(.29)
.01
(.01)
.25
(.17)
.14**
(.05)

.02
(.01)
.05
(.18)
.01
(.02)
-.14***
(.05)
.48
(.30)
.01
(.01)
.26
(.16)
.13**
(.06)

.01
(.02)
.01
(.22)
.01
(.02)
-.03
(.05)
.31
(.22)
.01
(.01)
.38
(.25)
.08
(.05)

.02
(.02)
-.03
(.23)
.02
(.02)
-.06
(.04)
.24
(.22)
.01
(.01)
.43*
(.24)
.08*
(.05)

Sector Dummies

Included

Included

Included

Included

Calendar Dummies

Included

Included

Included

Included

.27
(.30)
.01
(.01)
.01**
(.01)

.67*
(.35)
.04
(.02)

.69*
(.34)
.03
(.02)

-.04**
(.02)
-.23
(.22)

-.05***
(.01)
-.79***
(.22)

181.84***

-.38***
(.09)
286.71***

Predictor Variables
CEO age t+n-1
CEO is chair t+n-1
CEO ownership t+n-1
CEO tenure t+n-1
Separate COO t+n-1
Firm age t+n-1
Firm revenues (Log) t+n-1

Control for endogeneity
Hist. Perf. = (Avg. TSR or ROA t+n-2, t+n-3)
Recent Firm TSR t+n-1

Model:

.31
(.30)
.01
(.01)
-.01**
(.01)

Recent Firm ROA t+n-1
CEO Narcissism

.19*
(.11)

CEO Narcissism* Recent Firm TSR t+n-1

-.16*
(.22)
-.41**
(.20)

CEO Narcissism* Recent Firm ROA t+n-1
Wald chi2

114.72***

138.78***

*Sector and Calendar year dummies are not shown; Standard errors are in parentheses; * p < .10; ** p < .05; *** p < .01
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TABLE 16a
List of Hypotheses in Essay 2
Hypotheses

Supported?
Computer

Retail

Hypothesis 1: The greater the narcissist tendencies of a firm‘s CEO, the greater
the current risk-taking behaviors of the firm.

No

No

Hypothesis 2: The better the recent performance of the firm, the greater the
increase in current risk-taking behaviors of the firm.

Yes

Yes

(for ROA
and TSR)

(for Hist.
Perf.)

Hypothesis 3: The greater the recent media praise for the firm‘s CEO, the
greater the increase in current risk-taking behaviors of the firm.

Yes

No

Hypothesis 4: The greater the recent awards for the firm‘s CEO, the greater the
increase in current risk-taking behaviors of the firm.

Yes

--

Hypothesis 5: The interaction between CEO narcissism and recent capability
cues will be positively related to current increases in risk-taking behavior.

Yes

No

Hypothesis 6: There will be a curvilinear interaction- between capability cues
and CEO narcissism on current increases in firm risk-taking.

No

No

Hypothesis 7: The interaction between CEO narcissism and capability cues will
be negatively related to current increases in risk-taking behavior.

Yes

Yes

(for ROA
and TSR)

(for ROA)
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(for media
praise)

TABLE 16b
List of Hypotheses in Essay 3
Hypotheses

Supported?
Computer

Retail

Hypothesis 1a: When recent firm performance has been positive, the more positive
the performance the greater the CEO's pay raise.

No

No

Hypothesis 1b: When recent firm performance has been negative, the more
negative the performance the greater the CEO's pay cut (or the lower the CEO's pay
raise).

No

No

Hypothesis 2a: The CEO's degree of narcissism moderates the relationship
described in hypothesis 1a. Specifically, when recent firm performance has been
positive, the positive relationship between recent firm performance and CEO pay
raise will be stronger for high narcissists than for low narcissists.

No

Opposite
results

Hypothesis 2b: The CEO's degree of narcissism moderates the relationship
described in hypothesis 2a. Specifically, when recent firm performance has been
negative, the negative relationship between recent firm performance and CEO pay
raise will be stronger for low narcissists than for high narcissists.

Yes

Yes

Hypothesis 3a: When recent firm performance has been negative, the more
negative the performance the greater the number of departures of other top
executives.

Yes

Yes

Hypothesis 3b: The CEO's degree of narcissism moderates the relationship
described in hypothesis 3a. Specifically, when recent firm performance has been
negative, the negative relationship between recent firm performance and number of
departures of top executives will be stronger for high narcissists than for low
narcissists.

Yes

Yes
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