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Observe executives long enough, and one begins to discern two distinct psychological types: Mini-Me and Maxi-Me.

The "Mini-Me" types are self-effacing team leaders who don't enjoy the limelight and work tirelessly behind the scenes. They enjoy getting input from other people and building consensus when possible. They see the world in terms of "we." Their organizations tend to be cautious and incremental in their strategic direction, with a consistent emphasis on excellence in execution. Think here of William Whyte's  Organization Man or Sloan Wilson's Man in the Gray Flannel Suit. In the political realm, think of Dean Rusk, the secretary of state under Presidents Kennedy and Johnson; in the business realm, think of Hewlett-Packard's co-founder, Dave Packard, or Mark Hurd, company's current CEO.

By contrast, "Maxi-Me" types have outsized self-images and are possibly narcissistic. By definition, narcissists have inflated self-views and are preoccupied with having those self-views continuously reinforced. Maxi-Me types are bold, colorful, individualistic, and risk-taking. They see the world in terms of "me." Their organizations tend to be more innovative and fast-moving, with sometimes dizzying changes of direction. The second type is more like the Sherman McCoy character in Tom Wolfe's 1987 novel The Bonfire of the Vanities, who was also known as the "Master of the Universe." In the political realm, think of Napoleon Bonaparte or Franklin D. Roosevelt; in the business realm, think of Jean-Marie Messier, former Chairman and CEO of Vivendi, SA, or Oracle's Larry Ellison. 

Given these two psychological types, it is natural to ask how they might affect organizational outcomes. With the Maxi-Me type, for example, how would a narcissistic CEO affect firm behavior? Answers to these questions are found in a September 2007 article in Administrative Science Quarterly, "It's All about Me: Narcissistic Chief Executive Officers and Their Effects on Company Strategy and Performance," by Arijit Chatterjee and Donald C. Hambrick, both from the Pennsylvania State University.

Conceptualizing Narcissism

Before they could analyze the effect that narcissism had on company strategy and performance, Chatterjee and Hambrick had to conceptualize narcissism.

Narcissism can be viewed as either a personality dimension (where individuals can be assigned low, medium or high scores along a continuum) or as a discrete clinical disorder, where either individuals have it or they do not.  In this study, the authors chose to use the personality dimension approach, basing their work on an article published by R. Emmons in 1987. 

Emmons used the 220-item Narcissistic Personality Inventory (NPI), a standard clinical diagnostic tool, and used factor analysis to identify four underlying components. He labeled these factors as (1) Exploitativeness/Entitlement ("I insist on getting the respect due to me"); (2) Leadership/Authority ("I like to be the center of attention"); (3) Superiority/Arrogance ("I am better than others"); and (4) Self-absorption/Self-admiration ("I am preoccupied with how extraordinary and special I am"). Emmons verified statistically that these four factors cohered as a unitary personality construct. 

Hypotheses

Chatterjee and Hambrick then developed four hypotheses, two dealing with strategic consequences and two with performance outcomes.

First, they considered the strategic impacts. Based on their background research, they knew that "narcissists need an attentive audience, which in turn means they need drama. Thus narcissistic CEOs will favor strategic flux or dynamism, to deliver a drama that will gain attention in a way strategic stability cannot." This reasoning gave rise to their first hypothesis:

Hypothesis 1: The greater the narcissistic tendencies, the greater the dynamism of the company's strategy.

They also realized CEO narcissism could affect acquisitions. Why? Because these CEOs are confident they can perform better than incumbent managers and because acquisitions will bring them the limelight and attention they crave.

Hypothesis 2: The greater the narcissistic tendencies of a CEO, the greater the number and size of acquisitions made by the company.

Second, they considered the performance impacts. The authors knew that these CEOs would tend to deliver extreme performance -- big wins or losses -- because they prefer grandiose, high-risk, high-reward actions.

Hypothesis 3: The greater the narcissistic tendencies of a CEO, the more extreme the company's performance.

The authors also conjectured that a narcissistic CEO would tend not to be a consistent high or low performer, but would be prone to wide fluctuations in performance from one period to the next. By contrast, non-narcissistic CEOs would be more likely to take persistent and incremental approaches to strategy, which would lead to more consistent outcomes. Hence their final hypothesis:

Hypothesis 4: The greater the narcissistic tendencies of a CEO, the greater the fluctuation in the company's performance.

Methodology

To test these hypotheses, Chatterjee and Hambrick analyzed a sample of CEOs in the computer software and hardware industries between 1992 and 2004. They chose U.S. publicly traded firms in these two industries because their CEOs have high discretion and their strategic choices can vary substantially. Given their hypotheses, more variance in the data would be better.

They also knew that they could not administer a 220-item NPI questionnaire to busy executives regarding a sensitive subject, so they chose to use unobtrusive, publicly-available indicators of CEO narcissism. This indirect approach has some plusses and minuses, but given the constraints of the situation, the plusses predominated. The authors looked at these five indicators of narcissism:

· the prominence of the CEO's photograph in the company's annual report;

· the CEO's prominence in the company's press releases;

· the CEO's use of first-person singular pronouns in interviews;

· the CEO's cash compensation divided by that of the second-highest-paid executive in the firm;

· the CEO's non-cash compensation divided by that of the second-highest paid executive in the firm.

These indictors co-varied substantially in the sample, allowing the authors to combine them into a meaningful 5-item narcissism index.

Next, the authors operationalized the dependent variables: strategic dynamism, acquisitions, performance extremeness, and performance fluctuations. 

Strategic dynamism was measured with two indicators. One looked at changes in four key resource allocation indicators over a given period of time. The second indicator measured the extent to which a firm changed its portfolio of businesses from one year to the next, using four-digit Standard Industrial Classification (S.I.C.) codes.

For acquisitions, they also looked at two indicators: the number of acquisitions in a given time period, and a measure of the aggregate size of the acquisitions.

For performance extremeness, they looked at two common measures of firm performance: total shareholder returns (TSR) and return on assets (ROA).  For given time periods, they calculated the industry average TSR and ROA, and then looked at the firm's absolute difference from the industry average. They did not care about the directionality because they were only interested in deviations from average industry performance.

For performance fluctuations, they looked at the absolute difference in the firm's TSR and ROA between two given time periods. Again, they did not care about directionality because they were only interested in the magnitude of the annual performance swings. 

As a final methodological consideration, Chatterjee and Hambrick controlled for potentially confounding factors at three levels: the CEO, the firm, and the industry.  They also controlled for other technical factors including endogeneity and sample selection bias.
Results

When Chatterjee and Hambrick ran their generalized estimating equations model using the Stata 9.0 statistical program, they found considerable support for Hypotheses 1, 2, and 3, and partial support for Hypothesis 4. They found that narcissism is positively related to return on assets, but there was no statistically significant association for total shareholder returns.

Some additional and refined analyses found no indication that CEO narcissism was related to the level of company performance generated.

The authors conclude:

Narcissism in CEOs is positively related to strategic dynamism and grandiosity, as well as the number and size of acquisitions, and it engenders extreme and fluctuating organizational performance. The results suggest that narcissistic CEOs favor bold actions that attract attention, resulting in big wins or big losses, but that, in these industries, their firms' performance is generally no better or worse than firms with non-narcissistic CEOs.

Final Thoughts

The Chatterjee and Hambrick article brings up interesting issues when compared with previous work by Jim Collins. In 2001, Collins published Good to Great, which looked at the distinguishing characteristics of good-to-great companies, that is, companies that showed sustained performance over a fifteen year period. Collins found that these companies were mostly headed by "humble CEOs" who could be described in terms like quiet, modest, reserved, self-effacing, etc. These CEOs could not be described as narcissists by any stretch of the imagination (and perhaps were more like the "Mini-Me" types described earlier). Comparing this data to the present study, something seems awry here.

Chatterjee and Hambrick note that Collins' sample was small and limited in that he sampled on the dependent variable, sustained performance. They also note that Collins' good-to-great companies were primarily in relatively stable industries, such as paper, steel, and retailing. A contingency-minded theorist might conjecture that Collins' CEOs would not have faired as well in a more dynamic industry sector.

The authors also note that their study cannot give the final word on this question, because it only dealt with one industry sector. It may be that CEO narcissism is selectively beneficial or harmful, depending on contextual conditions, they hypothesized.

However, one thing can be stated with certainty. In an interview published the Pittsburg Post-Gazette on July 15, 2007, Hambrick had this to say about those individuals who have to deal with narcissistic CEOs: "You can pretty much bet on a wild ride.  It could be up. It could be down. But it's generally going to be extreme and volatile." 

Implications for Extension:  Extension professionals work with all types of people in various settings, whether educational, organizational (such as 4-H, HCE, or commodity groups), community, or governmental, to name a few.  The findings from this study give insight into recognizing narcissism in leaders that could be potentially encountered in our partner organizations.








