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Abstract 

Drawing on upper echelon theory, impression management literature and signalling theory, 

this study examines the relationship between CEO narcissism, impression offsetting and the 

stock market reaction to an acquisition announcement. Impression offsetting is a technique 

that is used by companies when they expect that an event, in this thesis an acquisition, will 

negatively influence the perceptions of stakeholders. This thesis proposes a moderated 

mediation model as basis for the hypotheses. It is hypothesized that CEO narcissism is 

negatively related to impression offsetting and in turn that impression offsetting is positively 

related to the stock market reaction to an acquisition announcement. Thereby, impression 

offsetting mediates the expected negative relationship between CEO narcissism and the stock 

market reaction. Lastly, CEO power is proposed as a moderator of the relationship between 

CEO narcissism and impression offsetting. A quantitative study was conducted to test the 

hypotheses, the sample consisting of S&P 500 companies that acquired a public target in the 

years 2010-2021. The hypothesized relationships between CEO narcissism and impression 

offsetting and impression offsetting and the stock market reaction were not supported by the 

results. Partial support was found for the negative relationship between CEO narcissism and 

the stock market reaction. Several additional analyses regarding the hypothesized 

relationships were carried out. This thesis contributes to various strands of literature, such as 

the literature on CEO narcissism and impression offsetting. Several suggestions for future 

research are discussed.  
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Introduction  

Impression management is common in human behaviour. It can be described as a process in 

which individuals attempt to control the impressions others form of them (Leary & Kowalski, 

1990). With organizations being institutions created by humans, it is no surprise that 

organizations also actively engage in impression management. Organizational impression 

management deals with actions that are purposely designed to influence external perceptions 

of an organization (Elsbach et al., 1998). An example is maintaining a corporate reputation, 

whereby corporate communication is used as a tool to influence perceptions (Highhouse et al., 

2009; Hooghiemstra, 2000). Another instance in which companies use communication to 

influence perceptions is in the context of mergers and acquisitions (M&A). In an M&A 

context, firm communication is a strategic tool for companies to influence investors’ 

perceptions, as investors are looking to gain more information to reduce the information 

asymmetry which is present between the firm and investors (Connelly et al., 2011). The 

theoretical field which looks into these cases of incomplete and asymmetrically distributed 

information is signalling theory. The firm is often the intentional or unintentional sender of a 

signal, which serves as information to the receivers, which are often investors (Aalbers et al., 

2021a). These firm signals are crucial, as these can alter the market’s beliefs about a firm. But 

what if a firm engages in impression management when it senses a certain event can be 

perceived negatively by stakeholders? The sending out of positive but unrelated information, 

in anticipation of an event to which stakeholders might negatively react, is an impression 

management technique used by firms called impression offsetting (Graffin et al., 2016). In 

this study, the negative event refers to an acquisition announcement, as capital markets often 

respond negatively to acquisition announcements (Haleblian et al., 2009). The usage of 

impression offsetting by a company can be a crucial signal for investors, as impression 

offsetting is associated with low CEO confidence in an acquisition’s potential to create value 

(Gamache et al., 2019). This thesis will look into the use of impression offsetting by 

companies and examine its influence on the stock market reaction. The stock market reaction 

will be measured by using an event study methodology to calculate abnormal returns which 

are attributable to the acquisition announcement.  

However, in examining the relationship between impression offsetting and the stock 

market reaction, this thesis will consider an additional element that has so far been relatively 

overlooked by research. Although the relevance of impression management on investors’ 

perceptions and assessment of a company has been established (Pan et al., 2017; Whittington 
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et al., 2016), the influence of CEO characteristics on the usage of anticipatory impression 

management is less well researched. This thesis aims to partly fill that gap by combining 

impression management literature with upper echelon theory. The core assumption in upper 

echelon theory is that organizational outcomes such as strategic choices and firm performance 

are partially dependent on the manager’s background (Hambrick & Mason, 1984). An 

example of a CEO characteristic that is relevant to firm outcomes is CEO narcissism. 

Narcissism is a multi-layered personality trait, characterized by a combination of a grandiose 

and unrealistically positive self-view, a continuous need to have this self-view reinforced (by 

self-regulation) and a general disregard for other persons (Cragun et al., 2020). CEO 

narcissism has been linked to several firm outcomes, such as the number and size of 

acquisitions (Chatterjee & Hambrick, 2007) but also to lower profitability (Ham et al., 2018). 

Prior upper echelon theory research has shown that several CEO characteristics, such as 

gender, CEO overconfidence and CEO narcissism influence firm communications, such as the 

annual report or earnings announcements, and more specifically the tone of firm 

communications (Bassyouny et al., 2020; Liu & Nguyen, 2020; Marquez-Illescas et al., 

2019). This thesis builds on these findings and hypothesizes that CEO narcissism has an 

influence on companies’ use of impression offsetting.   

In combining upper echelon theory and impression management literature, this thesis 

fills a relevant gap in literature. There is increasing evidence that CEOs use impression 

management to influence stock market perceptions, which makes understanding impression 

management and its effects fundamental to improve the efficiency of capital markets (Boudt 

& Thewissen, 2019; Westphal et al., 2012).  More specifically, this thesis tries to respond to a 

call by Gamache et al. (2019) who proposed that CEO traits such as CEO narcissism might 

influence impression offsetting. The notion of impression offsetting is highly relevant to both 

companies and investors. For investors, impression offsetting can be a signal to spot low CEO 

confidence and in turn warn them of the acquisition’s limited potential to create value 

(Gamache et al., 2019). Impression offsetting and its effects are also relevant to companies, as 

by using impression offsetting in the expectation of possibly violating stakeholder 

expectations, firms have shown to be able to significantly reduce the negative market reaction 

(Graffin et al., 2016).  

This thesis will employ a moderated mediation model to achieve its research objective, 

which is to gain insight into the relationship between (1) CEO narcissism and impression 

offsetting, (2) impression offsetting and the subsequent stock market reaction and (3) CEO 
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narcissism and the stock market reaction. Lastly, CEO power is proposed as a possible 

moderator of the relationship between CEO narcissism and impression offsetting. A CEO is 

considered powerful if he/she can consistently influence key decisions in the firm, despite 

potential opposition from executives (Adams, 2005). CEO power is considered a relevant 

moderator as CEO power can exacerbate the negative effects of CEO narcissism (Zhu & 

Chen, 2015).  

In line with the above, the research question of this thesis is as follows:  

To what extent does impression offsetting mediate the relationship between CEO narcissism 

and the stock market reaction to an acquisition announcement?    

The following sub-question is used to take into account the moderating variable:  

To what extent does CEO power moderate the relationship between CEO narcissism and 

impression offsetting?  

 

These questions lead to the following conceptual model:  

Figure 1 

Conceptual model 

 

 

The study is conducted by analysing acquisitions of public targets by S&P 500 

companies, whereby it is argued that CEO narcissism is negatively related to impression 

offsetting and that the stock market reacts more negatively to companies with a narcissistic 

CEO. It is argued that impression offsetting can dampen this negative relationship. Lastly, 

CEO power is proposed as a moderator which strengthens the negative relationship between 

CEO narcissism and impression offsetting.  
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Contribution to literature 

This thesis contributes to several strands of literature. First of all, it contributes to the 

discussion on whether CEO narcissism has a positive or negative influence on organizations. 

On the one hand, CEO narcissism is positively related to several financial performance 

metrics (Cragun et al., 2020) but it is also linked to questionable behaviours, such as 

manipulating financial policies to achieve desired results (Olsen et al., 2014) and fraud 

(Rijsenbilt & Commandeur, 2013). By looking into the relationship between CEO narcissism 

and the stock market reaction to an acquisition announcement, this thesis contributes to the 

discussion on the effect of CEO narcissism on firm outcomes. 

Secondly, this thesis contributes to the literature on impression management and 

impression offsetting, which is a relatively new concept in literature. The concept is of 

relevance to both investors, who should consider impression offsetting as a warning signal for 

low CEO confidence in an acquisition (Gamache et al., 2019), and firms, as impression 

offsetting is a technique that is able to reduce a negative market reaction (Graffin et al., 2016).  

 

Theoretical framework  

 

Impression offsetting  

Organizational impression management can be seen as any action which is purposefully 

designed and implemented to influence external viewers’ perception of an organization 

(Elsbach et al., 1998). Within organizational impression management, a distinction can be 

made between reactive impression management and anticipatory impression management. 

Reactive impression management refers to actions that respond to image-threatening past 

events, whereas anticipatory impression management refers to positively influencing 

audiences’ perceptions of upcoming events (Elsbach et al., 1998; Graffin et al., 2016; 

Whittington et al., 2015). Most impression management studies have focused on reactive 

impression management tactics, such as making apologies or providing justifications for 

certain negative events (Bolino et al., 2008).  

The notion of anticipatory impression management was first introduced by Elsbach et 

al. (1998) as a means by which organisations can try to avoid unwelcome responses to 

upcoming events. Recently, research on anticipatory impression management has gained 
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some popularity, as several forms of anticipatory impression management have been 

introduced. One form of anticipatory impression management is strategic noise, in which 

organisations release confounding information about other events, thereby making the link 

between the event and the market reaction unclear (Graffin et al., 2011; Graffin et al., 2016). 

Another form of anticipatory impression management is impression offsetting. Impression 

offsetting is defined as ‘’organizational actions initiated to positively influence external 

perceptions by releasing positive but unrelated information, in anticipation of an event 

becoming known that may negatively violate external stakeholders’ expectations’’ (Graffin et 

al., 2016, p. 233). It is a form of anticipatory impression management as the organization is 

proactively shaping external perceptions before the possible expectancy violation occurs. The 

goal of impression offsetting is, as is the goal of strategic noise, to shift the focus away from 

the focal event (Graffin et al., 2016). In this study, one of the relationships of interest is the 

relationship between CEO narcissism and impression offsetting. This relationship is studied in 

the context of mergers and acquisitions. M&A announcements are a highly relevant context to 

further investigate this relationship, as capital markets often react negatively to acquisition 

announcements, plus research has suggested that acquisitions generally destroy shareholder 

value (Haleblian et al., 2009). In this vein, managers are likely to anticipate a negative stock 

market reaction. However, in this thesis it is hypothesized that CEO narcissism may be a 

distinguishing factor in the usage of impression offsetting. The next paragraph will introduce 

the concept of CEO narcissism after which the hypothesis for the relationship between CEO 

narcissism and impression offsetting is introduced.  

 

CEO narcissism  

In modern psychology, narcissism forms, together with Machiavellianism and psychopathy, 

the dark triad of personality traits (Paulhus & Williams, 2002). For a large number of years, 

narcissism was viewed solely as a clinical personality disorder. However, the notion of 

subclinical or normal narcissism has become established after its initial introduction by 

Raskin and Hall (1979). Interest in empirical research on narcissism increased after the 

development of the Narcissistic Personality Inventory (NPI), which aims to measure a 

person’s narcissism (Raskin & Terry, 1988). After the introduction of subclinical narcissism 

in psychology literature, the concept was also picked up by organizational scholars, through 

the concepts of leader narcissism and CEO narcissism. CEO narcissism is defined as a 

personality trait whereby CEOs have an excessively inflated view of themselves and are 
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constantly working to maintain and reinforce this image of themselves (Campbell et al., 2004; 

Chatterjee & Hambrick, 2007).  

There is a discussion in the literature about whether CEO narcissism has a positive or 

negative impact on organizations, as research has shown both positive and negative 

consequences of CEO narcissism (Braun, 2017; Campbell et al., 2011; Cragun et al., 2020). 

On the positive side, CEO narcissism has been positively linked to a firm’s return on assets 

(Reina et al., 2014), radical innovation and innovative performance (Kashmiri et al., 2017; 

Zhang et al., 2017). Moreover, combining several studies on CEO narcissism and firm 

financial performance, Cragun et al. (2020) reported a significant positive association. 

However, there may be a darker side to the improved financial performance. Olsen et 

al. (2014) found that firms with a narcissistic CEO had higher earnings per share than firms 

with a non-narcissistic CEO. However, they also found that narcissistic CEOs are more likely 

to engage in activities to tweak the numbers so that this improves the reported earnings per 

share. Other studies have linked CEO narcissism to other types of questionable behaviour, 

such as over-engaging in earnings management to deliver good results (Capalbo et al., 2014) 

and even to clear unethical behaviour such as corporate fraud (Rijsenbilt & Commandeur, 

2013).  

To understand the psychological characteristics of narcissism and the hypothesized 

relationship with impression management, it is useful to discuss the narcissism dimensions. 

Narcissism is a multi-faceted personality trait, which combines grandiosity, attention-seeking, 

an unrealistically inflated self-view, a need to have this view reinforced via self-regulation 

and a general disregard of others (Cragun et al., 2020). Several of these dimensions are 

relevant to this thesis, these will be discussed in relation to several organizational outcomes. 

The first important trait of narcissists is that narcissists have an unrealistically inflated 

self-view and an exaggerated self-belief, which leads narcissists into believing that they have 

superior capabilities (Asad & Sadler-Smith, 2020). Accordingly, narcissism was linked 

empirically in several studies to higher levels of confidence and self-esteem (Campbell et al., 

2002; Raskin et al., 1991). Relating to CEO narcissism, narcissists’ belief in superior 

capabilities is reflected in the overinvestment in R&D and M&A expenditures (Ham et al., 

2018) and possibly is an explanation for the relationship between CEO narcissism and higher 

levels of risk-taking (Salehi et al., 2020) 
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A second important dimension is that narcissists are attention-seeking and have a 

continuous desire for attention to be focused on themselves (Bogart et al., 2004). This 

attention-seeking aspect of narcissists comes back in the fact that narcissistic CEOs are linked 

to a higher number and size of acquisitions (Chatterjee & Hambrick, 2007), and it also 

explains the relationship between CEO narcissism and corporate social responsibility (CSR). 

CSR activities can be a response to narcissists’ need for attention and image reinforcement, 

and accordingly, the relationship between CEO narcissism and the amount of CSR activities 

was empirically established (Petrenko et al., 2016). Within CSR activities, narcissistic CEOs 

prefer externally oriented actions, such as corporate philanthropy, which serve to maintain 

and enhance a firm’s reputation (Al-Shammari et al., 2019; Petrenko et al., 2016). This hints 

at the notion that for narcissists, a positive reputation for themselves and the firm they 

represent is important.  

A combination of the dimensions of grandiosity and attention-seeking can be seen in 

the fact that CEO narcissism is positively related to the number and size of acquisitions, 

which are visible actions that attract attention (Chatterjee & Hambrick, 2007). Similarly, 

narcissists seem to constantly look for opportunities for possible gains but turn their attention 

away from recognizing potential losses (Braun, 2017). A consequence of this is that CEO 

narcissism seems to induce extreme organizational performance, i.e. high profits and high 

losses (Chatterjee & Hambrick, 2007). Similarly, CEO narcissism was, compared to firms 

with a non-narcissistic CEO, linked to a greater decline in performance at the beginning of an 

economic crisis, but it was also linked to an increased recovery after the crisis (Patel & 

Cooper, 2014).  

Constantly looking for opportunities and gains, but failing to recognize potential losses 

can be explained by the concepts of approach and avoidance motivation. At a basic level, 

approach motivation refers to motivation by reward, while avoidance motivation refers to 

motivation by punishment (Foster et al., 2009). Narcissists are strongly motivated when it 

comes to reward, but they are weakly motivated when it comes to punishment. That is, 

narcissists are characterized by a strong approach motivation and a weak avoidance 

motivation (Foster et al., 2009). At the level of a CEO, avoidance motivation refers to 

behaviour that limits the possibility of occurrence or possible consequences of negative events 

(Patel & Cooper, 2014). In the context of this thesis, weak avoidance motivation might 

manifest itself in the fact that narcissistic CEOs are reluctant to use impression offsetting, 

even though impression offsetting might limit the negative stock market reaction. Patel & 
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Cooper (2014) even suggest that the strong approach motivation of narcissists might explain 

the bright side and positive effects of narcissism, while the weak avoidance motivation 

possibly explains the darker side and negative effects of narcissism on organizational 

outcomes. In line with the weak avoidance motivation of narcissistic CEOs, CEO narcissism 

and manager narcissism have been linked to selective hedging strategies (Bajo et al., 2021; 

Pelster et al., 2021). Besides limited financial hedging, narcissistic CEOs also limitedly hedge 

legal risk, as narcissistic CEOs were less likely to settle a lawsuit even when the risk of being 

sued increased (O’Reilly et al., 2018). This was especially problematic as in the same study, 

CEO narcissism was linked to a higher probability of getting involved in a lawsuit.  

Limitedly hedging against risks can be problematic as narcissists have in general been 

linked to risky behaviours (Crysel et al., 2013), but considering a narcissistic CEO, hedging 

against risks is even more important. Due to their narcissistic tendencies, such as attention-

seeking and believing in superior capabilities, narcissistic CEOs engage more in so-called 

risk-taking spending (Zhu & Chen, 2015). Indeed empirical evidence links CEO narcissism to 

several events that fall under the category of risk-taking spending, such as mergers and 

acquisitions (Chatterjee & Hambrick, 2007) and discontinuous technologies (Gerstner et al., 

2013). Moreover, CEO narcissism has been linked to FDI risk-taking (Lee et al., 2022). In 

conclusion, narcissistic CEOs are motivated by reward, and not held back by a considerable 

amount of risk. Limited action is undertaken to protect or hedge against risks that are present.  

 

CEO narcissism and impression offsetting  

Based on the above discussion, companies with a narcissistic CEO are hypothesized to engage 

less in impression offsetting than companies that do not have a narcissistic CEO. There are 

three main arguments why this negative relationship is expected.  

First of all, the attention-seeking dimension of narcissists is not compatible with the 

aim of impression offsetting, which is to turn the attention away from the focal event, which 

in this thesis is an acquisition. To gain the attention of other people, narcissists feel that they 

have to engage in attention-seeking behaviours in order to receive personal glory (Wallace & 

Baumeister, 2002). Grandiose strategic actions are a fitting way to get the attention of an 

audience and accordingly, CEO narcissism was linked to a higher number and size of 

acquisitions because acquisitions are one of the most visible actions a CEO can undertake 

(Chatterjee & Hambrick, 2007). It would be highly improbable that narcissists would want the 
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attention to get steered away intentionally by using impression offsetting, thereby placing the 

acquisition out of the spotlight.  

Secondly, due to their strong approach motivation and weak avoidance motivation, 

narcissists are constantly looking for gains but fail to acknowledge potential losses (Foster et 

al., 2009; Patel & Cooper, 2014). As narcissistic CEOs constantly look for potential gains, 

they engage more in risk-taking spendings, such as M&A (Chatterjee & Hambrick, 2007; Zhu 

& Chen, 2015). Moreover, narcissistic CEOs only partially hedge against certain risks (Bajo 

et al., 2021). In the anticipation of a negative event happening, impression offsetting might be 

perceived as a way to hedge risks for a company. By steering the attention away from the 

acquisition, the negative market reaction to an acquisition announcement can be dampened, a 

relationship which was established empirically (Graffin et al., 2016). Thus, impression 

offsetting can be perceived as a hedging strategy for companies in anticipation of a negative 

market reaction. However, because narcissistic CEOs predominantly focus on gains instead of 

losses and only limitedly hedge against risks, it is expected that CEO narcissism is negatively 

related to impression offsetting.  

Thirdly, narcissists have an unrealistically inflated self-view, which makes them 

believe that they have superior capabilities (Asad & Sadler-Smit, 2020). Similarly, narcissism 

has been linked to higher levels of confidence and self-esteem (Campbell et al, 2002). 

Moreover, narcissistic executives tend to overestimate their performance, which provides part 

of the reason why overconfidence and CEO narcissism are two closely related constructs 

(Brunzel, 2021).  Because of their high level of self-esteem and their inherent belief in 

superior capabilities, narcissistic CEOs might argue that impression offsetting is not 

necessary, as the stock market reaction may not be so negative as other organizational 

members suggest. This would be in line with the finding that narcissism is negatively related 

to taking the advice of others (Kausel et al., 2015), although this study found that narcissists 

dismiss advice not because of their greater confidence, but because they think other people are 

incompetent. However, this does not change the limited propensity of narcissists to accept 

advice and does not take away their self-confidence. In line with the above arguments, the 

following hypothesis is proposed:  

Hypothesis 1: Companies with a CEO high in narcissism engage less in impression offsetting 

compared to companies with a CEO low in narcissism.  
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Impression offsetting and the stock market reaction 

The main reason why companies use anticipatory impression management in an M&A 

context is that a large part of M&A deals fail to live up to expectations and the market often 

reacts negatively to M&A announcements (Graffin et al., 2016; Haleblian et al., 2009). This 

negative market reaction is even more pronounced for targets that are large and publicly 

owned (Moeller et al., 2004). When a firm announces a large public acquisition, shareholders 

are likely to automatically react negatively to such acquisition announcements (Graffin et al., 

2016). Firms recognize the possibility of a negative market reaction and therefore try to 

anticipate, for instance by using impression offsetting.  

Because impression offsetting and anticipatory impression management in general, are 

relatively new to the literature, few studies have been carried out with regards to its 

effectiveness. However, in the study that was carried out, the evidence was clear: Graffin et 

al. (2016) showed that impression offsetting reduced the negative market reaction by more 

than 40 per cent, which in monetary terms translates into more than $200 million in market 

capitalization. More in general, there is ample evidence that CEO and organizational actions 

are effective in shaping external actors’ perception of the company, triggering a positive 

market reaction or dampening a negative market reaction (Whittington et al., 2016; Westphal 

& Zajac, 1998). In line with this, it is expected that the use of impression offsetting will be 

effective in reducing a negative reaction of the stock market.  

Hypothesis 2: Companies engaging in impression offsetting will experience a less negative 

stock market reaction to an acquisition announcement compared to companies that do not 

engage in impression offsetting.  

 

CEO narcissism and the stock market reaction  

In the introduction chapter of this thesis, signalling theory was discussed as a theoretical field 

that looks into cases where information between investors and the firm is both incomplete and 

asymmetrically distributed (Connelly et al., 2011). The firm was discussed as the intentional 

or unintentional sender of a signal, which serves as information to investors (Aalbers et al., 

2021a). The notion of intentional or unintentional is key in this context. In the case of 

anticipatory impression management, such as impression offsetting, the firm is intentionally 

sending out certain signals to influence investors’ perceptions. However, in signalling theory, 

the firm can also be the unintentional sender of signals. A possible way in which the firm can 
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function as an unintentional sender of a signal is via its CEO. From prior literature, it is 

known that certain CEO characteristics serve as risk signals to investors (Hayward & 

Hambrick, 1997). For example, Harrison et al. (2020) found that several observable CEO 

personality traits, such as neuroticism and conscientiousness, were influential to the market’s 

perception of firm risk and shareholder returns. Similarly, another observable CEO trait, 

extraversion, was found to yield stronger returns following acquisitions (Malhotra et al., 

2018). In line with this, several CEO traits which are perceived as negative traits, also yield a 

negative stock market reaction. CEO overconfidence, for instance, has been linked to a 

negative market reaction (Malmendier & Tate, 2008). Moreover, in a study done by Aabo et 

al. (2020), CEO narcissism was found to be linked to a negative stock market reaction. In 

another study, CEO narcissism was also linked to a negative market reaction, although in this 

case, the CEO in focus was the CEO of the target firm (Aktas et al., 2016). Following the 

above papers, it is argued that CEO narcissism can also function as a risk signal to investors. 

Hereby, it is argued that investors are able to observe the amount of narcissism that is present 

in a CEO. Possible indicators of CEO narcissism that can be identified include the 

prominence of a CEO in a company’s press releases and several measures relating to CEO 

cash and non-cash compensation, as developed by Chatterjee & Hambrick (2007). In a similar 

vein, Marquez-Illescas et al. (2019) conclude that the market might take into account a bias a 

narcissistic CEO might bring into company announcements, thus suggesting that investors can 

indeed ascertain the degree to which a CEO is narcissistic. Although CEO narcissism has 

been linked to several positive outcomes such as overall financial performance (Cragun et al., 

2020), narcissistic CEOs also bring with them a considerable amount of risk, as they are more 

involved in risk-taking spending (Zhu & Chen, 2015) and have a strong drive for gains, while 

limitedly focusing on potential losses (Patel & Cooper, 2014). The risk-seeking nature of 

narcissists is contrary to the general risk aversion that characterizes the stock market 

(Blagoeva et al., 2020). Taking the above arguments together, it is argued that CEO 

narcissism serves as a negative risk signal to investors.  

Hypothesis 3: CEO narcissism is negatively related to the stock market reaction to an 

acquisition announcement.  
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CEO power, CEO narcissism and impression offsetting  

Although the relationship between CEO narcissism and impression offsetting is expected to 

be negative, there might be several factors that strengthen or weaken the relationship. A 

possible moderator which is examined in this thesis is CEO power. Power is defined as ‘’the 

capacity of individual actors to exert their will.’’ (Finkelstein, 1992, p. 506). Generally, the 

CEO of an organization is seen as the most powerful and influential member of the 

organization (Daily & Johnson, 1997). Although the CEO often cannot take decisions 

completely on his/her own, a powerful CEO can nonetheless be a threat to the independent 

judgment of the board of directors (Dalton & Kesner, 1987).  

A key issue in the literature is how to capture the concept of CEO power. Although the 

measures of the several concepts will be discussed in the next chapter, it seems adequate to 

already discuss the choice of measurements for CEO power in this chapter, as this concept is 

conceptualized in different ways in the literature. The first measure of CEO power which will 

be used is CEO duality. CEO duality refers to the situation in which the CEO carries both the 

title of CEO and at the same time is the chairman of the board of directors (Adams et al., 

2005; Dalton & Kesner, 1987). CEO duality is a relevant dimension of CEO power, as a CEO 

who is not the chairman of the board usually has a less important role in taking strategic 

decisions (Adams et al., 2005), plus CEO duality may dampen the effectiveness of a board 

(Lim & McCann, 2013). Indeed, a CEO who also is chairman of the board has been found to 

reduce boards’ attention to monitoring, which is an essential task of a board (Tuggle et al., 

2010). The second measure of CEO power which is used is whether the CEO is also the 

founder of the company. There is consensus in literature for the view that CEOs who founded 

the company are more influential (Adams et al., 2005), not least because these CEOs gain 

power through long-lasting relationships with the board, which often results in implicit 

control over other board members (Finkelstein, 1992). The last measure of CEO power which 

is used is CEO tenure, which is defined as the time a CEO spends in the position of CEO 

(Darouichi et al., 2021). CEO tenure is seen as a source of CEO power as CEOs with longer 

tenure have built relationships with the other board members, thereby earning their acceptance 

(Shen & Cannella, 2002). This is in sharp contrast to new CEOs who still have to build 

rapport with other board members, and have less managerial expertise and discretion which 

longer-tenured CEOs have built over time (Shen, 2003; Park et al., 2018). In sum, CEO tenure 

can be seen as a proxy for CEO power (Darouichi et al., 2021).  
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In general, a CEO with high power relative to other directors allows the CEO to 

influence many organizational decisions, among others corporate governance decisions such 

as selecting new directors (Westphal & Zajac, 1995; Zhu & Chen, 2015). Therefore, powerful 

CEOs can steer decisions in the direction they want, such as pursuing corporate strategies that 

these CEOs pursued earlier (Zhu & Chen, 2015). Accordingly, in several studies, limited CEO 

power was found to limit the negative effects of several CEO traits, while stronger CEO 

power tends to exacerbate the negative effects of CEO traits. For example, Park et al. (2018) 

found that a separate executive and chair position (no CEO duality) weakened the negative 

relationship between CEO hubris and firm financial performance. In another study, CEO 

power was found to interact with CEO narcissism such that narcissistic and powerful CEOs 

reduce the positive influence of other board members’ experience on a firm’s focal corporate 

strategy (Zhu & Chen, 2015). In a similar vein, it is argued in this thesis that CEO power can 

further reinforce the negative relationship between CEO narcissism and impression offsetting, 

such that narcissistic CEOs who are also powerful are more likely to ‘get their way’, thus to 

not engage in impression offsetting. With a less powerful CEO however, it is expected that 

CEO power moderates the relationship between CEO narcissism and impression offsetting 

such that impression offsetting is more likely when the CEO has less power.  

Hypothesis 4: CEO power moderates the relationship between CEO narcissism and 

impression offsetting such that companies with a narcissistic CEO who has low power will 

engage more in impression offsetting compared to companies with a narcissistic CEO who 

has high power.   
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Conceptual model 

Based on the theoretical framework and the proposed hypotheses, the conceptual model can 

be modelled as follows:  

 

Figure 2 

Conceptual model with hypotheses 

 

Methods  

 

Sample and data collection  

To test the hypotheses, a quantitative study was conducted. The context of the study was 

mergers & acquisitions. The sample which was used includes acquisitions of public targets by 

S&P 500 firms that were announced between 2010 and 2021. The sample size of these public 

targets was 268 deals. The rationale for focusing on public targets is to narrow the scope of 

data collection for this thesis. Public targets have been chosen as a subset because the market 

reaction is often larger and more negative for public targets (Moeller et al., 2004), which 

makes the use of impression offsetting more useful. Some of the variables that were analysed 

in this study were already present in an existing dataset, built by my thesis supervisor Jonas 

Röttger. The variables impression offsetting and CEO narcissism were not present in the 

current dataset. The CEO narcissism data was collected using a secondary database, whereas 

the impression offsetting variable was calculated by collecting press statements, a process 

which will be described in more detail in the next section. The press releases which relate to 

the variable impression offsetting were collected using the Business Wire and PR Newswire 
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databases available in LexisNexis. Regarding the CEO narcissism variable, the database 

Compustat – ExecuComp was used.  

 

Measures 

CEO narcissism. CEO narcissism was measured using the narcissism index developed by 

Chatterjee & Hambrick (2007). This narcissism index is widely used in CEO narcissism 

research and according to Cragun et al. (2020), it is the most validated unobtrusive measure 

for researchers in the field. Chatterjee & Hambrick (2007) use five indicators of narcissistic 

tendencies: the prominence of the CEO’s photograph in the annual report, the CEO’s 

prominence in company press releases, the CEO’s use of first-person singular pronouns in 

interviews, the CEO’s relative cash compensation and the CEO’s relative non-cash 

compensation. Due to data limitations, only three of these indicators were used. These three 

indicators will now be briefly explained.  

The first indicator which was used was the prominence of the CEO photograph in the 

annual report. A highly narcissistic CEO would seek visibility in the annual report, and 

therefore a larger photograph corresponds to a more narcissistic CEO (Chatterjee & 

Hambrick, 2007). The scores assigned to the different CEOs follow the scores used by 

Chatterjee & Hambrick (2007): four points were assigned if the CEO’s photo was of him/her 

alone and occupied more than half a page; three points if the photo was of him/her alone and 

occupied less than half a page; two if the CEO was accompanied by fellow executives on the 

photo, and one point if there was no photograph of the CEO in the annual report. The data for 

this indicator was already present in the existing dataset, for which photographs in the annual 

report were analysed.  

The second indicator of CEO narcissism which was used was the CEO’s relative cash 

compensation. The compensation a CEO receives is reflective of his/her self-importance, 

which is part of narcissistic tendencies (Hayward & Hambrick, 1997). To determine a CEO’s 

relative cash compensation, the Compustat ExecuComp database was used, which is a 

database that contains data about the most important executives of companies, including their 

compensation. The CEO’s cash compensation was determined by adding up the base salary of 

the CEO plus bonuses that were paid that year (Chatterjee & Hambrick, 2007). After that, the 

second best-paid executive of that same year was identified, again using the base salary and 
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eventual bonuses. The total CEO cash compensation was then divided by the second best-paid 

executive’s total cash compensation to arrive at the CEO’s relative cash compensation.  

The third indicator of CEO narcissism which was used was the CEO’s relative non-

cash compensation. The relative non-cash compensation consisted of three elements: deferred 

income, stock grants and stock options, which were valued using the Black-Scholes valuation,  

in line with Chatterjee & Hambrick (2007). The data was again retrieved from the 

ExecuComp database. The three elements were added up to determine the CEO’s non-cash 

compensation, after which the second best-paid executive in terms of non-cash compensation 

was identified. Subsequently, the CEO’s total non-cash compensation was divided by the 

executive with the largest non-cash compensation to arrive at the score of a CEO’s relative 

non-cash compensation.  

Initially, it was planned to also use the two other indicators included in the CEO 

narcissism index: the CEO’s prominence in the company’s press releases and the CEO’s use 

of first-person singular pronouns in interviews. As the transcripts of CEO interviews were not 

available, it was decided to use the transcripts of earning calls. However, the computer-based 

scripts used were very slow: processing required more than 2 days, only one script could be 

processed at a time and produced various errors in collecting the data, taking up several days. 

Therefore, it was decided to abandon these measures and stick to the three aforementioned 

measures. As Cragun et al. (2020) in their CEO narcissism review note, it is not uncommon 

for researchers to employ only a subset of the items of the CEO narcissism index due to 

limited data availability. The three measures that are used in this thesis have been used 

simultaneously in CEO narcissism research before, for example by Ingersoll et al. (2019).  

The mean, standard deviation and the correlations between the different CEO 

narcissism indicators can be seen in Table 1 below. This was done after removing some 

outliers for the cash and non-cash compensation, e.g. ratios of CEOs earning 127, 831 and 

1774 times as much as the second best-earning executive. Moreover, only CEOs that had a 

valid score on each of the three indicators were included in the sample. As a consequence, the 

sample size decreased to 159. Mean imputation for CEOs that missed a score on one of the 

indicators was considered, however it was decided not to do this as the characteristics of other 

CEOs were not judged to be representative of other CEOs. It should be noted that the 

reduction of sample size due to data limitations was done after constructing the other 

variables. Therefore, in discussing the impression offsetting measure the larger sample is still 

used (268 deals).  
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Table 1  

Statistics narcissism indicators (after removing outliers) 

 Mean S.D. 1 2 3 

1. Prominence of CEO photograph 2.60 .91 1 .15* .09 

2. CEO relative cash compensation 1.01 .91 .15* 1 .21*** 

3. CEO relative non-cash compensation 2.43 1.75 .09 .21*** 1 

Note:  N = 157. *** p < 0.01, * p <0.1 

 

In line with Chatterjee & Hambrick (2007), these variables were standardized to yield 

a mean of 0 and a standard deviation of 1. It was decided to work with factor loadings to 

determine the narcissism score for each CEO. This deviates from the approach by Chatterjee 

& Hambrick (2007) who use -1 and 1 scores, but is in line with Ingersoll et al. (2019) who use 

the same indicators. It was decided to opt for factor loadings to take into account the relative 

importance of each indicator, as the importance of several indicators might differ. First of all, 

it was tested whether factor analysis was appropriate via the Kaiser-Meyer-Olkin Measure of 

Sampling Adequacy and Bartlett’s Test of Sphericity. This proved to be the case, as the KMO 

measure was 0.549, just above the threshold of 0.5, while Bartlett’s test of sphericity was 

significant, with p < 0.01. Principal axis factoring was used as the goal was to identify the 

underlying dimensions of the factor. The factor loadings were 0.257, 0.58 and 0.366 for 

respectively the prominence of the CEO photograph, the CEO’s relative cash and the CEO’s 

relative non-cash compensation. These factor loadings were multiplied by the standardized 

scores on the different variables, which resulted in the CEO narcissism variable. A reliability 

analysis was carried out to assess the internal consistency of the measures. Cronbach’s Alpha 

was very low, as it had a value of 0.349. Deleting one of the variables would not lead to a 

substantially higher value. Despite Cronbach’s Alpha being low, it was decided to continue 

with the analysis. It does however hint at the limitations of the CEO narcissism measure that 

is employed, also because there is no significant correlation between the prominence of the 

CEO photograph and the CEO’s relative non-cash compensation. In interpreting the results, 

this flawed measurement should be kept in mind.  

    

Impression Offsetting. Impression offsetting was measured by counting the material and 

positive announcements, unrelated to the acquisition, made by the acquiring firm in a three-
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day period around the announcement of the acquisition, thus one day before and after the 

announcement. The time window and measurement are consistent with earlier impression 

offsetting studies done by Graffin et al. (2016) and Gamache et al. (2019). The two main 

reasons for employing a three-day time window are that the announcements made in this 

window occur in the same cycle as the acquisition announcement, plus that the firm prepared 

the announcements in advance, as announcements are prepared with a buffer of more than a 

day (Gamache et al., 2019). The announcements are categorized into two grand categories: 

positive material announcements, which are of interest to this thesis, and other material 

announcements. Within these two categories, there are several subcategories, based on the 

categorization done by Graffin et al. (2016). Positive material announcements include 

earnings releases above expectations, a new product released and social good. The full table 

can be seen below.  

Table 2 

Categorization of firm announcements (Graffin et al., 2016; Gamache et al., 2019) 

Positive firm announcements  Other material firm announcements 

Earnings releases (above expectations)  

Earnings guidance (above expectations) 

Positive change in dividend rate 

New product introduction  

Customer gained 

Social good, such as donations or 

sponsorship 

Third-party award 

Capital return, e.g. buyback or stock split 

Results of a sponsored study  

Earnings release (at or below expectations) 

Earnings guidance (at or below expectations) 

New executive or director 

Divestiture or plant closure 

Legal dispute 

Executive retirement 

Change of stock exchange listing 

Debt issuance 

Other acquisition  

Completion of another acquisition 

Recall or safety issue 

 

To construct this variable, firm press statements were collected. The press statements 

from 2010 to 2021 by acquiring companies of the sample (268 deals) were collected. To this 

end, the database LexisNexis was used. For this thesis to be replicable, I will describe in some 

detail this data collection process.  
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First of all, there is some preparatory work before starting the actual data collection 

process. As there is no company search function in LexisNexis, some unique features about a 

company’s press statements should be identified, to make sure that it was the company that 

released a press statement and not, for example, a news agency. Such unique features of 

company press statements can often be found at the end of the document. For example, for the 

company Berkshire Hathaway, a unique identifier was ‘’CONTACT: Berkshire Hathaway’’ at 

the end of the document. For the company Southwest Airlines, the unique identifier was 

‘’SOURCE Southwest Airlines’’. A document was created with these identifiers as this did 

not exist yet. These identifiers were then used in combination with proximity connectors, as 

an exact search option in LexisNexis does not exist. For example, for the company Berkshire 

Hathaway, the search term ‘’CONTACT PRE/1 Berkshire Hathaway’’ was used, which 

means that the word ‘’CONTACT’’ should precede the company name with one word. 

Similarly, for the company Southwest Airlines, the search term ‘’SOURCE pre/1 Southwest 

Airlines’’ was used. These proximity connectors were used to make sure that only press 

statements were shown as results, not other documents in which the words contact and 

Berkshire Hathaway appeared more distantly from each other.  

After identifying the right search term, the search results were further narrowed by 

selecting only the category ‘newswires & press releases’ and by limiting the time frame from 

1/1/2010 to 31/12/2021. After this, the press releases were ready to be downloaded. It should 

be noted that these can only be downloaded in batches of 100 documents, which should be 

selected manually (e.g. download search results 1-100, 101-200, etc.). After downloading, the 

press releases were put in separate company folders to simplify the analysis process. Some 

cleaning was performed to remove duplicates and non-English press releases. After the 

cleaning process, in total 95,222 press statements remained, which form the input for further 

analysis and ultimately for the impression offsetting variable.  

With the data collection process complete, the next task which was completed was the 

categorization in order to construct the impression offsetting variable (the number of positive 

and material press statements). A computer-based script was run to facilitate the analysis 

process. This script, run by my supervisor Jonas Röttger, identified from the massive sample 

the press releases which fell into the three-day impression offsetting window. Subsequently, 

the categorization into the several categories was done manually. A small dictionary, which 

consisted of proximity connectors or strings, was made to simplify the process, as there was 

no existing dictionary yet. Here, several words or phrases which occurred often in the title of 
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a certain press statement were identified. For example, for the category dividend raise, the 

proximity connectors which were used were a combination of the words ‘increase*’ and 

‘dividend’ or a combination of the words ‘raise*’ and ‘dividend’. Hereby, the * (asterisk) sign 

is used as a wildcard for other characters. The approach used to identify the subject of a press 

release is similar to string matching algorithms, which are often used by researchers for text 

mining purposes (Sheshasaayee & Thailambal, 2017). The press releases which could not be 

categorized using the dictionary (the large majority could not be easily categorized) were 

further inspected by looking at the title and possibly the content of the document. For the 

categories earnings releases and earnings guidance, additional information was needed to 

determine whether a press release could be labelled as positive. To determine whether an 

earnings release guidance was above expectations (positive) or at or below expectations 

(neutral or negative), analyst recommendations for S&P 500 companies were used. This 

follows prior research by Graffin et al. (2016), who used consensus estimates to categorize 

earnings releases. It was made sure that the date on which the recommendation was issued 

closely followed the date on which the earnings were released via the press statement. The 

recommendations done by analysts could be either one of the five categories: strong buy, buy, 

hold, sell and underperform. If the recommendation was buy or strong buy, the press release 

would be labelled as positive (it was assumed that earnings were above expectations) whereas 

for the other categories, it would be considered a neutral or negative press release.  

In order to check the reliability of the coding, a subset of the press statements was 

coded by my supervisor Jonas Röttger. Of the subset, which consisted of 25 press statements, 

84 per cent was categorized into the same grand category, i.e. positive material, 

neutral/negative or non-material. This was considered to be a reliable score.  

In the table below, an overview of the categorization of the press releases within the 

impression offsetting time window can be found. It should be noted that for a large part of the 

deals (99 deals) no press releases were published in the three-day window around the 

acquisition. This means that the acquisition was not announced via a press release on the date 

that the acquisition was completed. For a subset of these 99 deals, it was checked whether 

indeed the company did not release a press statement regarding the acquisition. This was done 

by looking into the company folder on my computer where all press statements are stored. In 

many cases the company did indeed not publish a press statement, in other cases the 

acquisition was announced at a later point in time, e.g. a month after the acquisition was 
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completed. This check confirmed that indeed many companies did not issue a press statement 

at all during the impression offsetting window.    

 

Table 3 

Categorization of press releases within impression offsetting window 

Category Positive  Neutral or 

negative 

   

Earnings releases 10  13 

Earnings guidance 1 1 

Positive change in dividend rate 1  

New product introduction 14  

Customer gained 10  

Social good (donations, sponsorship) 4  

Capital return (buyback or stock split) 2  

New executive or director  3 

Divestiture or plant closure  2 

Legal dispute  1 

Debt issuance   1 

Other acquisition  1 

Completion of another acquisition  6 

Recall or safety issue   1 

Total 41 29 

Non-material firm announcements: 38 

Announcement of deal of interest: 146 

 

After categorizing all press releases, the number of positive material firm 

announcements was counted to arrive at an impression offsetting score for each firm. 

  

Stock market reaction. To study the stock market’s reaction to an acquisition announcement, 

an event study methodology was used, which has been used in various previous studies 

(Aalbers et al., 2021a; Aalbers et al., 2021b; Schijven & Hitt, 2012). Using a market model, 

the cumulative abnormal returns (CAR) were calculated, which are the returns that a firm gets 

in excess of what was expected and which can be attributed to the event in question (Aalbers 

et al., 2021b). A three-day window was used, i.e. the abnormal returns to the acquirer were 

measured in the period from one day prior, to one day after the acquisition announcement. It 

was decided to opt for a short time window to minimize possible confounding effects, which 

might lead to wrong conclusions (McWilliams & Siegel, 1997).  Moreover, the three-day 
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window around the acquisition aligns with the three-day window that is considered for the 

impression offsetting variable.  

The specific calculation of the variable, which was already present in the dataset, was 

done in three steps (see Aalbers et al., 2021a; Aalbers et al., 2021b). First of all, the daily 

return of the acquiring firm was calculated by subtracting the closing from the opening price, 

after which this result was standardized by the opening price. Secondly, the daily returns price 

was regressed, using trading data of 250 days of the respective stock market. Thirdly, the 

alpha and beta of the regression were used to estimate what the expected return for the 

acquiring firm was, this was subtracted from the actual return in order to arrive at a final CAR 

value.  

 

CEO power. As explained in the last chapter, the concept of CEO power was split up into 

three different measures. The first measure of CEO power was CEO duality, which refers to 

cases in which the CEO is also the chairman of the board of directors (Adams et al., 2005). 

This measure was a dummy variable, in which a CEO who also was chairman of the board 

received the coding 1 and a CEO who at the same time was not the chairman of the board 

received the coding 0. The second measure of CEO power was whether the CEO also was the 

founder of the company. This was also a dummy variable; a CEO who also was the founder 

received coding 1, a CEO who was not the founder received coding 0. The last measure of 

CEO power was CEO tenure, which was calculated as the number of years the CEO has been 

in the position of CEO of the company (Darouichi et al., 2018).  

Although these various measures of CEO power have been used together in the same 

study (e.g. Adams et al., 2005), it is not common to merge the scores of the different 

indicators of CEO power into one variable. For example, Adams et al. (2005) separately 

tested the effects of CEO duality and CEO founder on corporate performance. A similar 

approach was used in this thesis; the different indicators were not put together to form one 

measure, but were rather analysed separately. Consequently, in testing hypothesis 4, the three 

different variables were tested as separate moderators of the relationship between CEO 

narcissism and impression offsetting.  
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Control variables  

Several variables were taken into account as control variables. These variables can be 

distinguished into three categories: CEO-level control variables, firm-level control variables 

and acquisition-level control variables. Lastly, there is a separate control variable which does 

not belong to either of the categories and which will be discussed first, which is the baseline 

for positive material announcements. 

 

Baseline positive announcements. To account for the average number of positive material 

announcements that a firm issues, the baseline of positive announcements was included as a 

control variable. To determine this baseline, the press releases which were issued in the 90-

day (three-month) period prior to the acquisition were analysed. This was done in the same 

way as the categorization of the impression offsetting measure. As with the impression 

offsetting press statements, a computer-based script was run to identify the press releases 

which fell into the 90-day window. An overview of the categorization of the press releases 

into the different categories can be found in table 4 below. 

The number of material positive announcements per firm was then divided by 63, 

which is the average number of business days in three months, and consequently multiplied 

by three to arrive at a number which captures the average number of positive material 

announcements for a three-day time window. This measure follows earlier impression 

offsetting studies by Graffin et al. (2016) and Gamache et al. (2019). Previous robustness 

checks by Graffin et al. (2016) have shown that using a six-month or twelve-month window 

in order to identify the baseline for positive announcements is strongly correlated to the three-

month measure, thereby suggesting that a three-month period accurately identifies the 

baseline. It goes beyond the scope of this thesis to verify whether the six and twelve-month 

baseline measures indeed correlate with the three-month window, and therefore, the three-

month measure is assumed to be a valid time period.  

Similar to the impression offsetting press releases, also a subset of the baseline press 

releases was coded by my supervisor to check the reliability of the coding. The subset 

consisted of 24 press statements, of which 79 per cent was categorized into the same grand 

category, i.e. positive material, neutral or negative and non-material. Although this score was 

somewhat lower than for the impression offsetting variable, the coding was still considered to 

be sufficiently reliable.  
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Table 4 

Categorization of baseline positive announcements 

Category Positive  Neutral / 

Negative 

Earnings releases 69 86 

Earnings guidance 4 3 

Positive change in dividend rate 23   

New product introduction 383  

Customer gained 272  

Social good (donations, sponsorship) 139  

Third-party award 114  

Capital return (buyback or stock split) 16  

Results of a sponsored study 61  

New executive or director  93 

Divestiture or plant closure  18 

Legal dispute  18 

Executive retirement  9 

Debt issuance   55 

Other acquisition  16 

Completion of another acquisition  111 

Recall or safety issue   4 

Total 1081 413 

Non-material firm announcements: 1757 

 

CEO-level control variables. There are several control variables at the CEO level which 

were taken into account: CEO age, CEO tenure, CEO gender, CEO acquisition experience 

and CEO power. First of all, CEO age was taken into account as narcissistic behaviour tends 

to become less pronounced when narcissists get older (Cramer, 2011; Foster et al., 2003). 

Moreover, CEO age was found to be an influential factor in earlier research into the tone of 

earnings announcements (Marquez-Illescas et al., 2019). Secondly, CEO tenure was taken 

into account as CEO tenure has been shown to be an influential factor in many upper echelon 

studies (Darouichi et al., 2021), plus CEO tenure was found to be an influential factor in 

earlier anticipatory impression management research (Graffin et al., 2011). Thirdly, CEO 

gender was taken into account,  as female CEOs are less likely to exhibit narcissistic 

tendencies compared to male CEOs (Ingersoll et al., 2019) and research has found differing 

risk preferences for male and female CEOs (Jeong & Harrison, 2007). Fourthly, CEO 

acquisition experience was taken into account. Firms often adapt their behaviour when they 

gain acquisition experience (Haleblian et al., 2006) but as this thesis focuses on the role of the 

CEO, it seems appropriate to include CEO acquisition experience as a control variable, as 

CEOs might also change their behaviour when they gain acquisition experience. The variable 
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was measured as the number of acquisitions in which the CEO has been involved during 

his/her career. Lastly, CEO power, which will be included as a moderator in hypothesis 4, was 

included as a control variable in the other analyses. Some research has suggested that CEO 

power influences firm performance and the variability of stock returns (Adams et al., 2005), 

whereas another study did not find significant results of CEO power on company performance 

(Tien et al., 2013). However, this thesis wants to control for the possible influence of CEO 

power on impression offsetting and the stock market reaction and therefore, CEO power is 

included as a control variable in these analyses. The three measures of CEO power were, as in 

the moderation analysis, included as separate variables, i.e. the scores of CEO duality, CEO 

founder and CEO tenure (which was already included as a separate control variable) were not 

merged.  

 

Firm-level control variables. Several firm-level control variables were taken into account. 

First of all, acquirer size, measured by the number of employees, was taken into account, as 

several scholars have argued that firm size possibly influences the performance of 

acquisitions (Haleblian et al., 2009). Secondly, the acquiring firm’s prior performance, 

measured by its return on assets (ROA) of the last year (lagged variable) was taken into 

account (Aalbers et al., 2021b, Graffin et al., 2016). Lastly, the acquirer’s debt-to-equity ratio 

was taken into account (Schijven & Hitt, 2012).  

 

Acquisition-level control variables. The last category of control variables are control 

variables at the acquisition level. First of all, the payment method of the acquisition was taken 

into account, as an acquisition with stock is associated with the managerial belief that the 

firm’s share price is overvalued (Rau & Vermaelen, 1998). The payment method was 

measured by the percentage of stock the acquiring company used to pay for the acquisition. 

Secondly, the total deal value of the acquisition was taken into account (Aalbers et al., 2021a; 

Gamache et al., 2019).  

 

Research ethics  

In doing research, the researcher has the responsibility to comply with ethical standards and to 

ensure the integrity of the research. Five central principles form the basis of integrity in 



28 
 

research: honesty, scrupulousness, transparency, independence and responsibility (VSNU, 

2018). I have adhered to all these principles. First of all, I have been honest during the writing 

of this thesis and when conducting the research, whereby I have reported the research process 

and results accurately and truthfully. Secondly, I have been scrupulous by only employing 

scientific methods and making sure my research is reproducible. Thirdly, the research process 

is made transparent and the sources and references used are included. Lastly, I have 

acknowledged the principles of independence and responsibility. Concerning independency, it 

has to be mentioned that this thesis builds on the research of one of my supervisors, Jonas 

Röttger, who is a PhD candidate at Radboud University. It builds on the research of Jonas as a 

large part of the data that was analysed stems from an existing dataset by Jonas. Moreover, 

several scripts which were run by Jonas helped in selecting the right press releases, in this 

way data analysis was done more efficiently. This thesis also contributes to Jonas’ work, as 

the 95.000 press releases which were downloaded and systemized can be analysed for future 

research.  

 

Analytical approach and assumption checks 

Before the analyses were carried out, all variables were inspected and if necessary, outliers 

were removed and/or variables were transformed. The variables which were transformed and 

the assumption checks which were performed will be described briefly.   

First of all, the impression offsetting variable had a kurtosis statistic which was too 

high (11.01). Several steps were taken to resolve this: an outlier (the only company with 

impression offsetting score of 3) was removed, then a square root transformation was 

performed. This however did not resolve the issue, also not after other outliers were removed. 

The variable was also log transformed, but this did also not resolve the issue. It was decided 

to proceed with the analysis with the square root variable, which had a kurtosis value of 6.41, 

while the skewness value was 2.82 and therefore not too high. The P-P and Q-Q plot also 

revealed that the impression offsetting variable was not normally distributed (Appendix 1). 

This was problematic as one of the assumptions of regression analysis is that the dependent 

variable is normally distributed. Moreover, the assumption of homoscedasticity was violated, 

as there was no constant variance within the residuals. All in all, several assumptions of 

regression analysis were violated. However, this can be explained. There are only three valid 

scores for the impression offsetting variable: 0, 1 and 2. The respective frequencies for these 
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values are 141, 12 and 4. This means that there are 141 deals in the sample in which the 

acquiring company did not engage in impression offsetting. This has an effect on the normal 

distribution of the variable, but also on the variance of the residuals. No transformation can 

resolve these problems: it is a fundamental issue which is rooted in the fact that many 

companies in the sample did not engage in impression offsetting, and that there are few values 

for the variable. Not meeting the assumptions of regression analyses limits the generalizability 

of my results, although I will perform some additional analyses whereby impression offsetting 

is used as a dummy variable, with score of 0 meaning that the company did not engage in 

impression offsetting, and a score of 1 meaning that the company did engage in impression 

offsetting.  

For the other dependent variable analysed in this thesis, stock market reaction 

(measured by CAR – cumulative abnormal return), the assumptions of homoscedasticity and 

normality were met (see Appendix 1). Moreover, in all analyses, the VIF values were all 

below 5, which indicates that there were no problems regarding multicollinearity.  

Some control variables were transformed to reduce extreme amounts of skewness and 

kurtosis. The square root version of the variables CEO tenure, debt ratio, baseline positivity 

and CEO acquisition experience was used to resolve positive kurtosis. These variables are 

indicated in the correlation matrix and tables of regression results with the sign √. Moreover, a 

log transformation was conducted for the variables acquirer size and deal value. It was 

decided to leave out CEO founder as a control and moderating variable, as only 2 CEOs (out 

of 157) were founder CEOs. Moreover, it was decided to maintain a ratio of 10 observations 

to each variable, which limited the number of variables which could be included. This will be 

discussed in more detail at the end of the results chapter, as leaving out some control variables 

was a decision made during the analysis process.  

Little’s MCAR test was performed to confirm whether the missing values in the 

analysis were missing completely at random (MCAR). The test yielded X2  (91) = 93.06, p = 

0.42. Consequently, it was concluded that the missing values were MCAR.  

All hypotheses were tested using SPSS. Linear regression was used to test the several 

hypotheses. In building the interaction terms for hypothesis 4, CEO tenure and CEO 

narcissism were mean-centred to diminish possible multicollinearity, as these were both 

metric independent variables.  
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Results  

In the correlation matrix below, the means, standard deviations and the correlations between 

the different variables used in this thesis can be seen. There are some significant correlations, 

such as the significant correlation between CEO narcissism and the stock market reaction 

(hereafter called CAR). However, there are no significant correlations between CEO 

narcissism and impression offsetting, and impression offsetting and CAR.   

Table 5  

Correlation matrix 

Note:  N = 131 (listwise deletion – based on data availability for H1)   

*** p < 0.01, ** p < 0.05, * p <0.1 

  

Variable name Mean  SD 1 2 3 4 5 6 7 8 9 10 11 12 

(1) CAR -0.01 0.04             

(2) CEO narcissism 0.02 0.85 -0.25***            

(3) Impression 

offsetting (√)  

0.13 0.37 -0.14 0.03           

(4) CEO age 58.12 6.14 -0.09 0.03 0.02          

(5) CEO gender  

(0 = male) 

0.96 0.19 -0.01 -0.06 0.07 0.04         

(6) CEO tenure (√) 2.49 1.10 -0.13 -0.02 -0.09 0.42*** -0.01        

(7) Baseline 

positive (√) 

0.28 0.25 -0.04 -0.14 0.20** 0.09 -0.05 0.08       

(8) Lagged ROA 0.07 0.05 0.03 -0.06 0.07 -0.03 0.02 -0.21** 0.07      

(9) Deal value 

(log) 

16.15 7.63 0.01 0.14 -0.02 0.04 -0.07 0.23*** 0.19** 0.04     

(10) Debt ratio (√) 0.72 0.81 -0.07 -0.01 0.03 -0.12 -0.09 0.05 -0.01 -0.25*** -0.16*    

(11) Percentage 

stock 

21.38 36.47 -0.26*** 0.16* 0.11 0.21** 0.01 0.20** -0.01 -0.33*** -0.06 0.20**   

(12) CEO 

acquisition 

experience (√) 

2.13 1.45 0.01 0.33*** 0.13 -0.26*** 0.00 0.03 -0.04 -0.01 0.17* -0.09 -0.13  

(13) Acquirer size 

(Log)  

9.89 1.66 0.10 0.01 0.20** -0.02 0.19** -0.15* 0.35*** 0.14 0.03 -0.09 -0.32*** 0.03 
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Table 6  

Results of regression analyses – dependent variable impression offsetting 

 

 
 

H1 

Impression 

offsetting (√) 
Base model 

B (standard error) 

H1 

Impression 

offsetting (√) 
 

B (standard error) 

H4 

Impression 

offsetting (√) 
 

B (standard error) 

H4  

Impression 

offsetting 
 

B (standard error) 

Intercept  -0.724 (0.417)* -0.762 (0.427)* -0.728 (0.427)* -0.735 (0.432)* 

CEO age 0.005 (0.006) 0.005 (0.006) 0.005 (0.006) 0.005 (0.006) 

CEO gender  0.078 (0.168) 0.070 (0.169) 0.060 (0.169) 0.058 (0.170) 

CEO tenure (√) -0.045 (0.034) -0.047 (0.034) -0.043 (0.035) -0.043 (0.035) 

Baseline positive   

(√) 

0.236 (0.137)* 0.223 (0.141)  0.213 (0.141) 0.214 (0.141) 

Acquirer size (log) 0.038 (0.022)* 0.039 (0.022)* 0.037 (0.022)* 0.037 (0.022) 

Deal value (log) -0.002 (0.004) -0.002 (0.004) -0.002 (0.004) -0.002 (0.005) 

Lagged ROA 0.629 (0.637) 0.629 (0.639) 0.697 (0.640) 0.694 (0.643) 

Debt ratio (√) 0.023 (0.042) 0.023 (0.042) 0.026 (0.042) 0.026 (0.042) 

CEO acquisition 

experience (√) 

0.049 (0.023)** 0.053 (0.025)** 0.052 (0.025)** 0.052 (0.025)** 

Percentage of stock  0.002 (0.001)** 0.002 (0.001)** 0.002 (0.001)** 0.002 (0.001)** 

CEO narcissism   -0.020 (0.042) -0.007 (0.043) -0.016 (0.078) 

CEO tenure * CEO 

narcissism 

  0.008 (0.007) 0.008 (0.007) 

CEO duality * 

CEO narcissism 

   0.013 (0.089) 

     

Adjusted R2 0.070 0.064 0.067 0.060 

F  1.983** 1.812* 1.782* 1.633* 

Note: N= 131, *** p < 0.01, ** p < 0.05, * p <0.1 

 

Table 7 

Results of regression analyses – dependent variable CAR 

 

 
 

H2  

CAR 
Base model 

B (standard error) 

H2 

CAR 

 
B (standard error) 

H3  

CAR 

 
B (standard error) 

Intercept 0.010 (0.047) 0.000 (0.048) -0.016 (0.047) 

CEO age -0.000 (0.001) 0.000 (0.001) 0.000 (0.001) 

CEO gender  -0.004 (0.019) -0.003 (0.019) -0.010 (0.018) 

CEO tenure (√) -0.003 (0.004) -0.004 (0.004) -0.005 (0.004) 

Baseline positive (√) -0.008 (0.016) -0.005 (0.016) -0.017 (0.015) 

Acquirer size (log) 0.001 (0.002) 0.001 (0.003) 0.002 (0.002) 

Deal value (log) 0.000 (0.000) 0.000 (0.000) 0.000 (0.000) 

Lagged ROA -0.063 (0.072) -0.055 (0.072) -0.064 (0.070) 

Debt ratio (√) -0.002 (0.005) -0.002 (0.005) -0.002 (0.005) 

CEO acquisition 

experience (√) 

-0.001 (0.003) 0.000 (0.003) 0.002 (0.003) 

Percentage of stock  0.000 (0.000)** 0.000 (0.000)** 0.000 (0.000)* 

Impression offsetting  -0.013 (0.010)  

CEO narcissism    -0.013 (0.005)*** 

    

Adjusted R2 0.008 0.013 0.067 

F  1.099 1.151 1.850* 

Note: N= 131, *** p < 0.01, ** p < 0.05, * p <0.1 
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The results of the regression analyses conducted can be found in table 6 and table 7 above. 

Per hypothesis, the results will be discussed.  

Hypothesis 1 stated that CEO narcissism is negatively related to impression offsetting. 

The model, consisting of CEO narcissism and the several control variables was weakly 

significant, with an adjusted R2 of 0.064, F(11, 119) = 1.812, p = 0.06. However, CEO 

narcissism was not found to be a significant predictor of impression offsetting, with B = -

0.020, SE = 0.042, p = 0.64. Therefore, hypothesis 1 was rejected.  

Hypothesis 2 stated that impression offsetting is positively related to CAR. This 

hypothesis was rejected, as impression offsetting was not found to significantly predict CAR, 

with B = -0.013, SE = 0.010, p = 0.21. Despite the relationship not being significant, it is 

remarkable that the results indicate a negative relationship between impression offsetting and 

CAR, contrary to expectations. In addition to the relationship between impression offsetting 

and CAR, the model itself was also not significant, with an adjusted R2 = 0.013, F(11, 119) = 

1.151, p = 0.33.  

Hypothesis 3 proposed that CEO narcissism is negatively related to CAR. A 

significant relationship was found, with B = -0.013, SE = 0.005, p < 0.01. However, the 

regression model itself was only weakly significant, with an adjusted R2 of 0.067, F(11, 119) 

= 1.850, p = 0.05. Therefore, the results indicate only partial support for this relationship, so 

the results should be interpreted with some caution. The beta values of CAR can, in line with 

earlier research (Paruchuri et al., 2021), be multiplied by 100 to yield percentages. 

Accordingly, the results indicate that having a narcissistic CEO leads to 1.3 per cent less 

cumulative abnormal return around an acquisition, everything else in the model remaining 

constant.  

The last hypothesis, hypothesis 4, proposed CEO power as a moderator of the 

relationship between CEO narcissism and impression offsetting, such that higher CEO power 

reinforces the relationship between CEO narcissism and impression offsetting. Two different 

analyses were performed to test this hypothesis, with two different interaction terms. The first 

interaction term consisted of CEO narcissism and CEO tenure. No significant interaction 

effect was found, with B = 0.008, SE = 0.007, p = 0.24. The regression model was weakly 

significant, with an adjusted R2 of 0.067, F (12, 118) = 1.782, p = 0.06. Subsequently, the 

interaction term of CEO duality and CEO narcissism was added to the model. Both interaction 

terms were not significant, with the interaction term of CEO narcissism and CEO tenure 
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having a beta of 0.008, SE = 0.007, p = 0.26, while the interaction term of CEO narcissism 

and CEO duality had a beta of 0.013, SE = 0.089, p = 0.89. The regression model itself, 

including the two interaction terms, was weakly significant, with an adjusted R2 of 0.060, F 

(13, 117) = 1.633, p = 0.09. This regression model had a lower adjusted R2 compared to only 

including the interaction term of CEO tenure and CEO narcissism. Lastly, the interaction term 

of CEO tenure and CEO narcissism was left out of the model, while the interaction term of 

CEO duality and CEO narcissism was included. This did not yield a significant interaction 

effect, with B = 0.033, SE = 0.087, p = 0.71. The regression model itself was weakly 

significant with an adjusted R2 of 0.057, F (12, 118) = 1.661, p = 0.08. Compared to all other 

models, this model had the lowest adjusted R2. Interpreting the results of the several models, 

H4 was rejected.  

As the main effects of CEO narcissism and impression offsetting, and impression 

offsetting and CAR were not significant, the proposed conceptual model with impression 

offsetting being a mediator of the relationship between CEO narcissism and CAR is, based on 

the results, rejected. Moreover, the moderating role of CEO power in the relationship between 

CEO narcissism and impression offsetting was not supported by the results.  

As a final note it should be said that as it was decided to maintain a ratio of 10 

observations to each variable, the number of control variables which could be included was 

limited. Several versions of the different models were run to achieve the highest possible 

amount of explained variance. The variables presented in the tables above represented the 

optimal solution. Thereby, it was decided to leave out some variables. As said earlier, it was 

decided to leave out CEO founder as a control and moderating variable, as only 2 CEOs (out 

of 157) were founder CEOs. Moreover, CEO duality was not found to be a significant 

predictor in each of the models and reduced the adjusted R-squared compared to the models 

present in the table above. Therefore, it was decided to leave out this variable as control 

variable in the regression model. It is however important to note that CEO duality was not left 

completely out of the analysis and therefore its possible influence on the dependent variables 

was established. The same applies to the control variables stock appreciation over the last 

twelve months, and the acquiring company’s relative cash flow (compared to other firms in 

the same industry) which were included in an earlier version of this thesis as control variables. 

These were left out of the final model as these were both not significant and reduced the 

adjusted R2 of the different models. The acquiring firm’s acquisition experience was also left 
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out of the final analysis in order to maintain the ratio of 10 to 1, also because acquisition 

experience was already captured by the CEO’s acquisition experience.  

 

Robustness check 

As a robustness check, the effect of CEO narcissism on CAR was examined using a 5-day 

CAR instead of a 3-day CAR. The 5-day CAR runs from 2 days before to 2 days after the 

acquisition. When employing a five-day CAR, the effect of CEO narcissism was only weakly 

significant, with B = -0.010, SE = 0.005, p = 0.05. However, the regression model itself was 

not significant anymore, with an adjusted R square of -0.001, F (11,119) = 0.994  p = 0.46. 

This was quite a disappointing finding, however, at least the main effect of CEO narcissism 

was still weakly significant.  

 

Additional analyses  

As an additional analysis regarding hypothesis 1, a logistic regression analysis was 

performed, in which impression offsetting was included as a dichotomous dependent variable. 

As part of the assumption testing of logistic regression, the hypothesis of equality between 

observed and predicted frequencies was not rejected, with the Hosmer and Lemeshow test 

having a significance of p = 0.32, thus this assumption was met. The logistic regression model 

was found to be weakly significant, with X2 (11, N = 126) = 18.48, p = 0.07. The Nagelkerke 

R square of this model was 0.25, and the model correctly predicted 90,1 per cent of the 

observations. However, the predictor variable CEO narcissism was not significant, with OR = 

0.873, p = 0.75. The odds ratio thus stated that a one-unit increase in CEO narcissism leads to 

a 12.7 per cent decrease in the odds of engaging in impression offsetting (1 - 0.873 = 0.127). 

However, this effect was not significant. Two of the control variables were significant: 

percentage of stock, OR = 1.02, p = 0.05 and CEO acquisition experience OR = 1.60, p = 

0.04. Regarding the last variable, it is quite interesting to note that a one-unit increase in the 

variable CEO acquisition experience leads to a 60 % increase in the odds of engaging in 

impression offsetting. Of main interest however was the effect of CEO narcissism on 

impression offsetting, however, no significant relationship was found.  

The second analysis which was performed was examining whether there was a 

nonlinear effect of CEO narcissism on impression offsetting. This was done by including the 

CEO narcissism variable as a squared variable, i.e. a quadratic term. The quadratic term was 



35 
 

not significant, with B = -0.042, SE = 0.034, p = 0.22. The regression model itself was weakly 

significant with an adjusted R2 of 0.068, F (12, 118) = 1.794, p = 0.06.  

A nonlinear effect of CEO narcissism on CAR was also examined. Again, CEO 

narcissism was included as a quadratic term. This time, the quadratic term proved to be 

significant with B = 0.008, SE = 0.004, p < 0.05. Moreover, the regression model itself was 

also significant, with the adjusted R2 explaining significantly more variance than the model 

without the quadratic term. The adjusted R2 for this model was 0.093, with F(12, 118) = 

2.117, p < 0.05. However, the linear term of CEO narcissism was also a significant predictor 

of CAR, with B = -0.018, SE = 0.005, p < 0.001. The standardized beta coefficients of the two 

terms were compared to determine which variable contributed more to the model. The 

standardized beta coefficient of the linear term was -0.379, while for the quadratic term it was 

0.204. Thereby, the linear term contributed more to the model. Therefore, it would be 

premature to conclude that there is a nonlinear effect of CEO narcissism on CAR. However, it 

is remarkable to note that the unstandardized beta coefficient and the slope of the quadratic 

curve (see Appendix 2) imply that either a low degree of narcissism or a high degree of 

narcissism is most beneficial to CAR, while a moderate amount produces a slightly negative 

CAR value. This is quite a surprising finding, as CEO narcissism was hypothesized to be a 

negative signal, and therefore a moderate amount of CEO narcissism which is beneficial to 

CAR would be more in line with expectations instead of a higher amount. However, the effect 

was only weakly significant and therefore the results should be interpreted with caution.  

As an additional analysis regarding hypothesis 2, the variable impression offsetting 

was transformed into a dummy variable, as explained earlier. The dummy variable was not 

found to be a significant predictor of CAR, with B = -0.014, SE = 0.011, p = 0.23. On top of 

this, the regression equation was not significant, with an adjusted R2 of 0.011, F(11, 119) = 

1.137, p = 0.34. This analysis was run with the same data as the CEO narcissism analyses, 

however, there was a fallback option for a larger sample size. Due to the limited number of 

valid CEO narcissism observations, the sample size had been greatly reduced. However, the 

initial sample (268 deals) had valid scores for impression offsetting and it was decided to run 

analyses to determine whether results would change with a larger sample size. The first 

analysis included impression offsetting as a continuous variable, while the second analysis 

included impression offsetting as a dummy variable. The same control variables as in the 

other analyses were used. With an enlarged sample size of N = 194, because of missing values 

for some control variables, impression offsetting did not significantly predict CAR, with B =  
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-0.004, SE = 0.008 and p = 0.61. The regression equation was also not significant with an 

adjusted R2 of 0.017, F(11, 182) = 1.305, p = 0.23. Including impression offsetting as a 

dummy variable produced almost the same results, with the regression model not being 

significant: the adjusted R2 was 0.017, F(11, 182) = 1.302, p = 0.23. Impression offsetting was 

not a significant predictor of CAR, with B = -0.004, SE = 0.009, p = 0.62.  

Another additional analysis was carried out which examined the possible moderating 

effect of CEO power on the relationship between CEO narcissism and CAR. This was not a 

hypothesized relationship, however, there is some discussion in the literature on whether CEO 

power influences a company’s performance (Adams et al., 2005; Tien et al., 2013). Again, the 

two indicators of CEO power, CEO duality and CEO tenure, were used as two separate 

measures for CEO power. Considering hypothesis 3, in which it was hypothesized that 

investors do not approve of a narcissistic CEO, it is expected that investors will not approve 

of a narcissistic CEO who is also powerful. Regarding the interaction between CEO tenure 

and CEO narcissism, a significant interaction effect was found, with B = -0.002, SE = 0.001 

and p < 0.01. The regression equation was also significant, with an adjusted R2 of 0.138, F(12, 

118) = 2.739, p < 0.01. However, the main effect of CEO narcissism was also significant, 

with B = -0.017, SE = 0.005, p < 0.001. Comparing the standardized beta coefficients, CEO 

narcissism contributed more to the model with a standardized beta of -0.365, while the 

standardized beta of the interaction term was -0.283, indicating that the main effect was 

contributing more to the model. An attempt was made to interpret the interaction term via a 

plot (only a scatterplot is possible in SPSS for continuous predictors), however, the plot 

produced some results which were not useful in interpreting the interaction effect (see 

Appendix 2). It seems like most observations are around a value of 0, with a few values that 

are either to the left or the right of the centre. All in all, it seems premature and speculative to 

draw conclusions regarding this non-hypothesized effect.   

The interaction term of CEO duality and CEO narcissism was also checked. No 

significant relationship was found, with B = -0.011, SE = 0.009, p = 0.25. The regression 

equation was weakly significant, with the adjusted R2 being 0.070, F(12, 118) = 1.812, p = 

0.05. Including both interaction terms in the model resulted in a significant regression model, 

with an adjusted R2 of 0.133, F(13, 117) = 2.535, p < 0.01. Only the interaction term of CEO 

tenure and CEO narcissism was significant, with B = -0.002, SE = 0.001, p < 0.01. The main 

effect of CEO narcissism was not significant anymore, with B = -0.014, SE = 0.008, p = 0.10. 

This suggests there may be a moderating effect of CEO tenure, albeit a very small one. 
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Similar to the robustness check for the effect of CEO narcissism on CAR, a robustness 

check was also performed for the interaction effect of CEO tenure on the relationship between 

CEO narcissism and CAR, again employing a 5-day CAR. Both the regression model and the 

interaction effect were significant. The regression model had an adjusted R2 of 0.080, with 

F(12, 118) = 1.943, p < 0.05. The interaction was significant with B = -0.003, SE = 0.001, p = 

0.001. Multiplying this beta by 100 yielded a percentage of change in CAR of -0.3 % for 

every unit increase in the interaction term of tenure and narcissism. It should be noted that the 

main effect of CEO narcissism was also significant in this interaction model (compared to 

being weakly significant when included without the interaction term), with B = -0.015, SE = 

0.005, p < 0.01. However, the standardized beta coefficient of the interaction term was larger 

than the standardized beta coefficient of the main effect (-0.301 compared to -0.288) thus 

indicating that for the 5-day CAR, the interaction term contributed more to the model. This 

hints at the notion that CEO tenure might moderate the relationship between CEO narcissism 

and CAR. 

 

Conclusion and discussion 
The goal of this thesis was to gain insight into the relationships between CEO narcissism, 

impression offsetting, and the stock market reaction. To this end, the following research 

question was proposed:  

  To what extent does impression offsetting mediate the relationship between CEO 

narcissism and the stock market reaction to an acquisition announcement?    

It was hypothesized that CEO narcissism is negatively related to the stock market 

reaction to an acquisition announcement, but that impression offsetting would mediate this 

relationship such that companies that engaged in impression offsetting experience a less 

negative market reaction. CEO narcissism in turn was hypothesized to be negatively related to 

impression offsetting. The hypothesized relationships between CEO narcissism and 

impression offsetting and impression offsetting and the stock market reaction were not 

supported by the data. Evidence for the negative relationship between CEO narcissism and the 

stock market reaction was found, although it should be noted that the regression model was 

only weakly significant.  

Several additional analyses were performed. A logistic regression analysis with 

impression offsetting as a dichotomous dependent variable did not result in a significant 
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relationship between CEO narcissism and impression offsetting. Moreover, including 

impression offsetting as a dummy predictor variable did not yield a significant relationship 

between impression offsetting and the stock market reaction. As the direct relationships 

between CEO narcissism and impression offsetting and impression could not be established, 

the mediation effect of impression offsetting could also not be established. Therefore, the 

answer to the research question is that, based on the results of this thesis, impression 

offsetting does not mediate the relationship between CEO narcissism and the stock market 

reaction to an acquisition announcement.  

In addition to the main research question, the following sub-question served to take 

into account the moderating variable:  

To what extent does CEO power moderate the relationship between CEO narcissism 

and impression offsetting?  

This hypothesis was tested by using both CEO tenure and CEO duality as two separate 

measures for CEO power. Although the regression model itself was significant, none of the 

two variables resulted in a significant moderation effect. The answer to this sub-question is 

that CEO power does not moderate the relationship between CEO narcissism and impression 

offsetting.  

 

Theoretical implications  

Despite three out of four hypotheses being rejected, this thesis contributes to several strands 

of literature.  

First of all, this thesis contributes to literature on anticipatory impression management 

and impression offsetting. In previous impression offsetting studies, impression offsetting has 

been found to be able to reduce the negative market reaction to an acquisition announcement 

(Graffin et al., 2016), while another study found that it may serve as a signal of low CEO 

confidence in an acquisition (Gamache et al., 2019). This thesis did not find a significant 

relationship between impression offsetting and the stock market reaction to an acquisition 

announcement. Thereby, this thesis could not underline the importance of impression 

offsetting. Moreover, this thesis looked into the influence of CEO narcissism on impression 

offsetting, as the influence of CEO characteristics on the usage of anticipatory impression 

management is not well researched. However, no significant relationship was found. One 



39 
 

possible explanation which will be discussed later in this chapter is the flawed measurement 

of CEO narcissism, but it may also well be that there simply is no relationship between CEO 

narcissism and impression offsetting, which would hint at the fact that narcissistic CEOs are 

not that busy with firm communication. However, this is not a satisfying explanation as 

Chatterjee & Hambrick (2007) verified with several communication experts that CEOs are 

very much occupied with external announcements and personally review most of these. All in 

all, more research into the relationship between CEO characteristics and the usage of 

impression offsetting is needed to be able to draw generalizable conclusions.  

Secondly, this thesis contributes to the literature on CEO narcissism and more broadly 

to upper echelon theory. Upper echelon theory states that organizational outcomes such as 

firm performance are partially determined by the manager’s background. CEO narcissism is 

an example of a CEO characteristic that is relevant to firm outcomes. In line with 

expectations, a significant negative relationship between CEO narcissism and the stock 

market reaction to an acquisition announcement was found. By finding this relationship, this 

thesis adds to the discussion in CEO narcissism literature on whether CEO narcissism is 

beneficial or harmful to organizations, as narcissism seems to have a positive effect on some 

firm outcomes, such as financial performance metrics (Cragun et al., 2020) but CEO 

narcissism also has a negative effect on organizations, e.g. being linked to corporate fraud 

(Rijsenbilt & Commandeur, 2013). This thesis contributed by finding a negative effect of 

CEO narcissism on the stock market reaction to an acquisition announcement.  

Thirdly, this thesis contributes to literature on signalling theory. Based on signalling 

theory, it was expected that CEO narcissism, similar to other CEO characteristics (Hayward & 

Hambrick, 1997; Malmendier & Tate, 2008) can serve as a negative signal to the stock 

market. This thesis found a significant negative relationship between CEO narcissism and the 

stock market reaction to an acquisition announcement, which indicated that a one-unit 

increase in CEO narcissism leads to a 1.3 per cent decrease in cumulative abnormal return, 

with everything else in the model remaining constant.  Even though 1.3 per cent does not 

seem a lot, it is still quite striking that a CEO trait has an influence on the reaction of the stock 

market to a company’s acquisition announcement. However, an additional analysis revealed 

that CEO tenure was a significant moderator of this relationship, albeit a very small 

interaction effect. This moderation effect should be interpreted with caution as the interaction 

effect of CEO tenure and CEO narcissism had a smaller standardized beta compared to the 

main effect of CEO narcissism, which indicates a smaller relative importance.  
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Practical implications 

As many of the proposed effects were not supported by the results, the practical implications 

of this thesis are relatively limited. The relationship between impression offsetting and the 

stock market reaction which could not be established does not mean that impression offsetting 

is not effective at all in dampening a negative market reaction. More research on impression 

offsetting should be conducted to give a definitive answer. However, a cautious practical 

implication is that impression offsetting should not be considered a panacea for companies to 

mitigate a negative market reaction around an acquisition announcement, as no effect of 

impression offsetting was found in this thesis.  

Another practical implication is that companies with a narcissistic CEO have some 

reason to be wary of possible negative effects of a narcissistic CEO. Even though several 

studies have linked CEO narcissism to positive financial performance (e.g. Cragun et al., 

2020; Reine et al., 2014), this thesis found a negative relationship between CEO narcissism 

and the stock market reaction to an acquisition announcement. Therefore, the shareholders 

and stakeholders of the company have some reason to be wary of a narcissistic CEO.  

 

Limitations and future research 

This thesis is not without its limitations. Several limitations of this study will be discussed, 

together with possible directions for future research.  

First of all, three of the four hypotheses were rejected. No significant relationship 

between impression offsetting and the stock market reaction to an acquisition announcement 

was established. Moreover, the results of this thesis indicated a (non-significant) negative 

relationship between impression offsetting and the stock market reaction, whereas, based on 

previous research (Graffin et al., 2016), a positive relationship was expected. The relationship 

remained negative after impression offsetting was included as a dummy predictor variable. 

There are several possible explanations for this unexpected sign and the non-significance of 

the relationship between impression offsetting and the stock market reaction. Compared to 

earlier impression offsetting studies (Gamache et al., 2019; Graffin et al., 2016), a lower mean 

of impression offsetting was observed in the sample, meaning that fewer press statements 

issued by companies in the sample could be categorized as impression offsetting. Many 

companies in the sample did not engage in impression offsetting, which resulted in an average 

of 0.13, compared to an average of 0.55 that was reported by Graffin et al. (2016). The means 
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for baseline positivity on the other hand were comparable, with this thesis reporting a mean of 

0.12 (before the square root of this variable was taken) compared to 0.09 reported by Graffin 

et al. (2016). Relatively few companies engaging in impression offsetting in the sample may 

have been the cause of not being able to find a significant relationship between impression 

offsetting and the stock market reaction. Moreover, the relatively low number of press 

statements that could be labelled as impression offsetting meant that some of the assumptions 

of regression analysis were not met, for example a high kurtosis statistic due to the relatively 

high number of companies with score 0. The relatively few companies with score 1 and 2 also 

had consequences for equal variances between groups, as the assumption of homoscedasticity 

was violated. Not meeting these assumptions could influence the results of the regression 

analysis. Future research should aim to further investigate the relationship between 

impression offsetting and the stock market reaction, thereby proving (or disproving) the 

usefulness of impression offsetting.   

The second limitation of this thesis is the incomplete measurement of CEO narcissism. 

Due to limited data availability, not all five dimensions of the CEO narcissism index could be 

included. The Cronbach’s alpha of the three measures employed was low (0.35) which means 

that the measures are not internally consistent. Moreover, the items CEO relative non-cash 

compensation and prominence of CEO photograph did not correlate significantly with each 

other. In addition, the data regarding the indicator measuring the prominence of the CEO 

photograph was not available for all CEOs, which greatly reduced the sample size. Due to the 

smaller sample size and incomplete measurement, the results of this thesis should be 

interpreted with caution. Future research might use all five indicators of the CEO narcissism 

index to provide a more complete measurement of CEO narcissism. Alternatively, another 

type of measurement of CEO narcissism could be used, which is the thin-sliced video metric 

approach. This is an unobtrusive measurement of CEO narcissism in which a third-person 

rates the degree of narcissism by watching selected videos of the CEO, using survey items 

from the Narcissistic Personality Inventory (Gupta et al., 2019). By measuring CEO 

narcissism more completely, future research might be able to establish a significant 

relationship between CEO narcissism and impression offsetting.  

The third limitation of this study is the small sample size. Due to limited data 

availability and some missing values for the control variables, the N of this study was only 

131. Therefore, keeping in mind a ratio of 10 for the number of observations to the number of 

variables, the number of control variables which could be included was relatively limited. As 
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explained earlier, several control variables had to be excluded to maintain the ratio of 10 to 1. 

Future research might aim for a larger sample size in order to be able to include more control 

variables into the model. For example, the control variable industry similarity might be 

included as a control variable or even as a moderator of one of the relationships, as 

relatedness is an influential factor in acquisition performance prediction (King et al., 2021). In 

an earlier version of this thesis, industry similarity was included as a control variable, 

however it had many missing values which led to the decision to exclude it from the model.  

Another limitation was that the robustness checks and additional analyses produced 

some unexpected results. After employing a 5-day CAR instead of a 3-day CAR, the 

regression model for H3 was not significant anymore, plus the main effect of CEO narcissism 

on CAR was only weakly significant which partly undermines the support for hypothesis 3. 

Moreover, an additional analysis of the nonlinear effect produced some strange results, as 

both the quadratic and linear term were significant. Moreover, the nonlinear effect indicated 

that either a low or high degree of narcissism was beneficial to CAR, contrary to expectations. 

Future research might look into the possibility of a nonlinear effect of CEO narcissism on 

CAR and the nonlinear effect of CEO narcissism on other financial performance indicators.  

A fifth limitation is that as a large part of the initial sample (N = 268) was disregarded 

because of data availability for the CEO narcissism variable, a selection bias may have 

occurred. A possible way to check whether a selection bias has occurred is the Inverse Mills 

Ratio (IMR). It was planned to calculate this ratio using SPSS, however within SPSS it is not 

possible to calculate this ratio, as this function is not present within SPSS. Therefore, this 

thesis cannot account for the possibility that due to limited data availability, a selection bias 

has occurred in the formation of the CEO narcissism variable.  

The last limitation of this study is that it only takes into account acquisitions done by 

S&P 500 companies. By including only these American companies, the findings of this study 

may not apply to other cultural contexts. For future research, it would be interesting to for 

instance examine whether impression offsetting is also present and effective in European 

stock markets.   
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Appendix 1 – Selection of assumptions checks regression analysis 
 

Hypothesis 1 (assumptions not met) 

P-P plot (to assess normality) and scatterplot (to assess homoscedasticity) 

 

Hypothesis 2 (assumptions met) 

 

Hypothesis 3 (assumptions met)  
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Hypothesis 4 – Interaction CEO tenure and CEO narcissism (assumptions not met)  
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Appendix 2 – Output of selection of additional analyses  
 

Nonlinear effect of CEO narcissism on CAR 

 

 

Interaction effect CEO tenure & CEO narcissism on CAR 

 


