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Abstract

This study investigates the impact of CEO narcissistic traits on risk disclosure within
Iran’s corporate governance framework, analyzing 1,480 firm-year observations from
Tehran Stock Exchange-listed companies (2013-2022). We measure CEO narcissism
by the size of signatures on annual reports and assess risk disclosures using a special-
ized bag-of-words model for Persian Management Discussion and Analysis (MD&A)
documents. Our results reveal a significant positive relationship between CEO narcis-
sism and the extent of risk disclosures, supporting theories of Self-Promotion and
Visibility Enhancement. These findings are validated through sensitivity analyses that
adjust for variations in narcissism measurements across different time periods and
CEO tenures, alongside recalculating model standard errors with various clustering
methods. Further tests across business, operational, and financial risk dimensions con-
sistently show the positive impact of CEO traits on corporate risk communication.
We employ firm fixed effects, apply entropy balancing, and focus on periods of
CEO transitions to address potential biases and endogeneity concerns.
Additionally, our analysis explores the moderating role of board composition,
which significantly interacts with CEO narcissism to affect disclosure practices. The
post-2015 regulatory environment is also analyzed as a moderator, highlighting that
regulatory changes amplify the influence of narcissistic traits on disclosures.
Employing established methodologies corroborates these findings, further demon-
strating the profound effect of CEO traits on corporate risk communication in a
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non-Western context. This research enhances understanding of how leadership traits
influence corporate transparency and risk disclosure.

Keywords
CEO narcissism, risk disclosure, personality psychology, organizational behavior,
corporate governance, textual analysis, emerging market

Introduction

This study aims to explore the link between CEO narcissistic traits and risk disclosure
practices amid the complexities of Iran’s changing corporate and regulatory environ-
ments. The increasing demands for transparency and accountability in financial report-
ing highlight the need to understand executive behaviors, especially CEO narcissism,
and their effects on corporate disclosures (Lander & Auger, 2008). As financial
markets face growing uncertainties in the political, social, and economic arenas
(Badia et al., 2020; Bochkay and Joos, 2021), examining the influence of executive
traits on firm practices has become essential.

CEO narcissism is characterized by grandiosity, self-focus, and a constant need for
admiration and approval (Cragun et al., 2020). These traits significantly affect a firm’s
disclosure practices, as narcissistic CEOs tend to present firm disclosures that boost
their self-image (Marquez-Illescas et al., 2019; Zhang et al.,, 2017). They often
provide overly optimistic earnings forecasts and may omit expenses from
non-GAAP earnings, leading to potentially lower-quality disclosures (Abdel-Meguid
et al., 2021). The decision-making of these CEOs is also heavily influenced by their
experiences on other boards, leading them to adopt strategies that significantly differ
from their peers. This often results in bold, attention-grabbing corporate actions that
can cause significant performance variations (Chatterjee & Hambrick, 2007; Zhu &
Chen, 2015).

Such behaviors highlight the significant role of narcissistic leadership in potentially
reducing board influence (Ahn et al., 2020), skewing strategic decisions (Zhu & Chen,
2015), and presenting stakeholders with biased financial disclosures (Buchholz et al.,
2020). Additionally, the communication of risk information is particularly impacted,
offering vital insights into the current and potential risks facing organizations, affecting
their sustainability and stakeholder trust (Elamer et al., 2019; Elamer et al., 2020).
Advancements in risk disclosure theory highlight the significance of understanding a
firm’s risk exposures for efficient capital allocation. Heinle and Smith (2017) elucidate
that risk disclosure can lower the cost of capital by reducing the variance uncertainty
premium, a benefit that becomes more pronounced under conditions of high initial
uncertainty about a firm’s cash flow variance—conditions common in dynamic and
volatile markets like Iran. Their model further demonstrates that precise and credible
risk disclosures can profoundly influence investor perceptions by narrowing the per-
ceived distribution of future cash flow variances, thereby potentially enhancing the
overall market valuation of the firm.
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Extensive risk disclosure by narcissistic CEOs can serve dual purposes, each reflect-
ing distinct underlying motivations and strategic goals (Chatterjee & Hambrick, 2007;
2011). On one hand, increased disclosure may signal a commitment to transparency
and regulatory compliance (Peters & Romi, 2014; Stapleton & Hargie, 2011), portray-
ing the CEO as a responsible leader who prioritizes shareholder interests and aligns
with international standards for corporate governance (Blankespoor & deHaan,
2020). This commitment supports the notion that transparency enhances market confi-
dence and reduces informational asymmetries between management and investors,
thereby potentially lowering the cost of capital (Heinle & Smith, 2017). Dabbebi
et al. (2022) suggest that narcissistic CEOs often disclose more about social and gov-
ernance activities, which could be interpreted as an effort to project transparency.

On the other hand, by disclosing a broad array of risks, narcissistic CEOs may also
seek to demonstrate their competency in identifying and managing complex chal-
lenges, thereby reinforcing their personal image of capability and control (O’Reilly
& Chatman, 2020; Zhang et al., 2017). By projecting their foresight and managerial
prowess, narcissistic CEOs aim to solidify their reputation and authority within the cor-
porate and investor communities (Chatterjee & Pollock, 2017). While these disclosures
might appear transparent, they could be strategically crafted to impress stakeholders
with the CEQ’s assertiveness and proactive management style, rather than to genuinely
inform them of potential risks. Moreover, research indicates that the penchant of nar-
cissistic CEOs for risk-taking, particularly when they serve as board chairs, leads to
increased corporate risk-taking, which is often viewed negatively by debt markets,
resulting in higher bond yields and borrowing costs (Kim & Anderson, 2024;
Tuggle et al., 2024). Marquez-Illescas et al. (2019) and Chatterjee and Hambrick
(2011) also note that these CEOs are influenced by social praise and may use positive
earnings announcements to bolster their grandiose self-image, further complicating the
interpretation of their motivations behind risk disclosures.

The coexistence of these motivations—desire for transparency and demonstration of
competency—introduces complexity into the interpretation of risk disclosures.
Stakeholders face the challenge of discerning whether these disclosures are primarily
aimed at enhancing organizational transparency and trust, or if they serve as a strategic
tool for the CEO to manage personal image and exert influence over stakeholders.
Despite extensive studies on CEO behaviors, a significant gap remains in fully under-
standing how narcissistic traits specifically influence actions related to risk disclosure.
The literature underscores the critical role of effective risk disclosure in enhancing
transparency and reducing information asymmetries between corporate management
and stakeholders. However, ongoing debates continue regarding its regulation and
effectiveness (Adam-Miiller & Erkens, 2020; Deumes & Knechel, 2008). Further
research is needed to detail the mechanisms through which narcissistic CEOs may
manipulate risk disclosures to align with their personal image and strategic goals,
directly impacting corporate governance and external perceptions.

Iran’s unique corporate governance environment—marked by state influence,
recent regulatory reforms, and cultural specifics—provides a valuable context for
examining how CEO narcissism affects risk disclosures. State ownership and
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politically driven CEO appointments often amplify the potential for narcissistic leaders
to shape disclosure practices to serve personal or organizational agendas (Mohammadrezaei
etal., 2013; Tajeddini & Trueman, 2016). Furthermore, stringent regulatory requirements
for detailed risk disclosures, especially in critical sectors like banking and oil, present
both opportunities and challenges for narcissistic CEOs to project an image of control
and competence while navigating the country’s volatile economic and political environ-
ment (Kashani & Shiri, 2022; Salehabadi, 2013). These dynamics are further influenced
by cultural norms such as high power distance and uncertainty aversion, which shape
how narcissistic tendencies manifest in governance and disclosure strategies. Coupled
with economic sanctions and political instability, these factors significantly affect busi-
ness operations and the standards for risk disclosures (Ahmadi, 2018; Kuznar, 2024). In
this intricate setting, narcissistic CEOs may craft corporate narratives that obscure trans-
parency and potentially mislead stakeholders. Despite this rich context, a substantial
research gap persists in detailing how narcissistic CEO traits translate into governance
actions impacting risk disclosure. For further details on how these executive traits interact
with Iran’s corporate governance frameworks to influence risk disclosure, refer to
Section 2.

Building on this, our theoretical framework incorporates the Upper Echelon Theory,
which asserts that organizational outcomes mirror the values and cognitive bases of
senior executives (Hambrick & Mason, 1984). Supporting this perspective, research
by Bonelli (2014) and Quttainah (2015) indicates that executives’ backgrounds signifi-
cantly shape their strategic decisions. We examine both the positive and negative
impacts of narcissism on risk disclosures: on the positive side, according to
Self-Promotion Theory and Visibility Enhancement Theory, narcissistic CEOs might
utilize risk disclosures to boost their public image and assert dominance.
Self-Promotion Theory argues that narcissistic leaders use disclosures as a platform
to highlight their effectiveness and foresight, potentially enhancing transparency
(Awuah et al., 2024; Heavey et al., 2020). Visibility Enhancement Theory suggests
that such CEOs employ disclosures to maintain or enhance their presence within cor-
porate and investor circles, thereby influencing governance and stakeholder percep-
tions (Chatterjee & Pollock, 2017; Liu et al., 2016).

Conversely, Risk Concealment Theory and Manipulation Theory highlight the
potential negative consequences. Risk Concealment Theory posits that narcissistic
CEOs may obscure or minimize risks to portray stability and control (Akstinaite
et al., 2020; Cormier et al., 2016). Manipulation Theory suggests that these CEOs
could manipulate disclosures to present an overly positive outlook, which may
mislead stakeholders (Buchholz et al., 2018; Marquez-Illescas et al., 2019). These the-
oretical perspectives form a robust basis for our hypothesis that CEO narcissism could
influence risk disclosure practices in Iran both positively and negatively. A detailed
exploration of these frameworks and their empirical support is presented in Section 3.

In our research, we analyze data from 1,480 firm-year observations of companies
listed on the TSE between 2013 and 2022. We measure CEO narcissism (CEONAR)
by the size of their signatures on annual reports, following a method validated by
Ham et al. (2017; 2018), which links signature size to narcissistic traits. For risk
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disclosures (RISKDISC), we follow the approach of Lajili et al. (2024). We use a spe-
cialized bag-of-words model tailored for Persian MD&A documents. This model
enables us to perform a detailed text mining analysis through NLP techniques, allow-
ing us to evaluate the scope and quality of risk disclosures.

We find a positive and statistically significant relationship between CEO narcissism
and the extent of risk disclosures, indicating that more narcissistic CEOs tend to dis-
close risks more extensively. This behavior is likely driven by their desire for self-
promotion or to project an image of transparency and managerial control. These
results are consistent with both the Self-Promotion and Visibility Enhancement theo-
ries, which argue that narcissistic CEOs may strategically use disclosures to enhance
their visibility and manage stakeholder perceptions (Buchholz et al., 2020;
Marquez-lllescas et al., 2019). To ensure the validity and stability of our results, we
performed sensitivity analyses on the measurement of CEO narcissism and its
impact on risk disclosures. These analyses tested the robustness of our findings
under various scenarios, such as changes in the measurement of narcissism over differ-
ent periods in a CEO’s tenure and across their multiple positions in different firms.
Additionally, we recalculated the model’s standard errors using various clustering
methods to address potential correlations within groups, enhancing the reliability of
our conclusions.

Additional tests examining the impact of CEO narcissism on different risk dimen-
sions—business, operational, and financial—consistently show that narcissistic CEOs
influence all three categories, confirming the extensive impact of CEO traits on corpo-
rate risk communication. To address potential biases and endogeneity issues, we apply
firm fixed effects, entropy balancing, and focus on periods of CEO transitions. Each
method robustly links CEO narcissism to increased risk disclosure. Furthermore, our
investigation explored the influence of corporate governance structures, particularly
board composition, on the narrative around risk disclosures. We found a significant
interaction between CEO narcissism and board structure, which moderated the rela-
tionship between narcissism and risk disclosure practices. Moreover, the post-2015
regulatory environment serves as a critical moderator in our analysis, revealing that
the regulatory changes significantly intensify the impact of narcissistic traits on disclo-
sure practices. Utilizing methodologies from Kravet and Muslu (2013) and Campbell
et al. (2014), we analyzed risk disclosures in MD&A reports of Iranian companies,
revealing significant associations between CEO narcissism and different dimensions
of risk, which highlights the profound impact of CEO traits on corporate risk
communication.

This study bridges personality psychology and corporate governance within a
non-Western framework, broadening the scope of literature which traditionally
focuses on Western settings. It offers empirical support for theories of narcissism
and risk disclosure, exploring the nuances of Iranian corporate governance and refining
established leadership and disclosure theories. This manuscript specifically contributes
to the literature on the intersection of executive personality traits and corporate disclo-
sure practices, focusing on how CEO narcissism influences firms’ voluntary disclo-
sures. By examining how narcissistic tendencies drive disclosure behaviors in
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non-Western settings, particularly in Iran, this study extends the dialogue initiated by
works such as Rijsenbilt and Commandeur (2013) and Olsen et al. (2014), which
explore CEO narcissism’s effects on corporate strategies and financial reporting
quality. Moreover, our research enhances understanding of the specific pathways
through which CEO narcissism can affect the scope and quality of information dis-
closed, contributing to theories like Upper Echelon Theory and Visibility
Enhancement Theory. We uniquely apply these theories to explore how narcissistic
CEOs may use voluntary disclosures not only to enhance their personal image but
also to navigate and potentially exploit the distinctive governance structures and cul-
tural nuances present in emerging markets. This adds a critical dimension to the liter-
ature by highlighting the impact of context-specific factors on the relationship between
CEO narcissism and disclosure practices, which has been underexplored in predomi-
nantly Western-centric studies.

Practically, the insights help structure corporate governance in Iran and similar
markets, guiding the development of policies that address the challenges posed by nar-
cissistic leadership. This could include implementing oversight mechanisms to check
the powers of dominant CEOs, enhancing accountability, and protecting stakeholder
interests. Internationally, the findings are vital for investors and corporations in emerg-
ing markets, showing how narcissistic traits in leadership can affect disclosure prac-
tices and corporate health—key factors for informed investment decisions. From a
policy-making angle, the research underscores the need to integrate psychological
insights into regulatory frameworks, suggesting policies that enhance transparency
and curb the excesses of narcissistic leadership, thus promoting healthier corporate
environments. Theoretically, the study enriches Upper Echelon Theory by linking
CEO traits to corporate risk disclosure outcomes and supports the Self-Promotion
and Visibility Enhancement Theories that view disclosures as strategic tools used by
narcissistic CEOs to boost their image.

This paper proceeds as follows: Section 2 examines the interplay between CEO nar-
cissism and risk disclosure in Iran. Section 3 discusses theoretical frameworks and
hypothesis development. Section 4 details the research design, while Section 5 presents
the results. Section 6 conducts additional tests, and Section 7 concludes with reflections
and implications of the findings.

The Dynamics of CEO Narcissism and Risk Disclosure in Iran’s
Corporate Sector

This section explores the unique interaction between CEO narcissism and risk disclo-
sure within Iran’s corporate governance, economic, and cultural environments.
Understanding these nuanced impacts is essential for a comprehensive grasp of their
effects on corporate transparency and stakeholder communication.

Firstly, Iran’s corporate governance is distinctly shaped by its political structure and
economic system (Chehabi, 2001), where state ownership and control over large
sectors of the economy play a critical role (Khajeheian et al., 2021). Unlike more
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market-driven economies, many Iranian companies are either state-owned or have sig-
nificant state participation (Tajeddini & Trueman, 2016), leading to unique governance
challenges that are not as prevalent in Western settings. The Iranian Commercial Code
(Research Group of Private Law, 2002) and the Securities Market Act of Iran
(Salehabadi, 2013) impose specific corporate governance requirements that are tailored
to manage the complexities associated with state influence. These include mandatory
risk disclosure regulations that are more stringent for companies in sensitive sectors
such as oil and gas, banking, and telecommunications. For instance, companies
listed on the Tehran Stock Exchange (TSE) are required to provide detailed disclosures
on financial risks, operational risks, and market risks, which are rigorously scrutinized
to maintain state interests and public trust (Kashani & Shiri, 2022; Rahmani et al.,
2021). Secondly, CEO appointments in Iran often reflect political considerations,
with decisions significantly influenced by governmental policies (Mohammadrezaei
et al., 2013). This unique setup can enhance the tendencies of narcissistic CEOs to
manipulate disclosure practices for personal or organizational gain, especially in
light of efforts to improve transparency and align with international governance stan-
dards. These efforts aim to increase executive accountability, enhance financial report-
ing quality, and protect minority shareholder interests (Akrami & Momen, 2023).
Analyzing how narcissistic behaviors of CEOs adapt to these evolving conditions
reveals the dynamic interaction between executive personality and corporate disclosure
practices.

Thirdly, in Iran, the regulatory emphasis on risk disclosure is particularly significant
due to the country’s volatile economic environment and international sanctions (Blue
et al., 2024; Rajabalizadeh, 2025). The TSE regulations, revised post-2015 nuclear
deal, require listed companies to extensively disclose risks that might affect their oper-
ations or financial performance (Draca et al., 2019; Salehi et al., 2018). These disclo-
sures are not just procedural but are crucial for maintaining investor confidence and
market stability amid economic uncertainties. Specifically, the regulations mandate
that disclosures must cover areas such as currency risks, sanctions-related risks, and
geopolitical tensions, which are uniquely pertinent to Iranian companies (Neifar &
Jarboui, 2018). This regulatory framework provides narcissistic CEOs an opportunity
to enhance their public image by demonstrating vigilance and proactive management
of these complex risks (Salehi et al., 2021). It also allows them to manipulate disclo-
sures to project stability or deflect from managerial shortcomings, playing into the nar-
rative of control and competency (Ramzi et al., 2023). Moreover, Iran’s challenging
economic and political landscape, characterized by sanctions and instability, pro-
foundly affects business operations and risk disclosure standards (Ahmadi, 2018;
Kuznar, 2024). Amidst this challenging economic and political landscape, narcissistic
CEOs might use these conditions to shape corporate narratives that favor their image,
often resulting in skewed or misleading risk disclosures (Amernic & Craig, 2007). The
economic pressures and political flux provide opportunities for such CEOs to either
assert aggressive strategies showcasing their dominance (Lovelace et al., 2018) or
adopt conservative tactics to obscure company weaknesses (Kowalzick & Appels,
2023). This behavior pattern provides a fertile ground for examining how narcissistic
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tendencies under economic and political duress influence the nature and veracity of dis-
closed corporate risks.

Finally, the cultural framework within Iranian corporations, defined by high power
distance and a strong aversion to uncertainty (Rajabalizadeh, 2025; Soltani et al.,
2015), offers a context in which CEO narcissism could either be amplified or moder-
ated. Narcissistic CEOs might use the cultural norm of power distance to enforce their
decisions without opposition, potentially centralizing power and limiting transparent
decision-making (Cortes-Mejia et al., 2022). Moreover, their response to the cultural
preference for clear guidelines and predictability might result in overly confident
and risky corporate disclosures during uncertain times, appealing to stakeholders’
need for stability but risking significant misrepresentations (Cho et al., 2016).
Understanding these cultural dimensions is crucial for dissecting how narcissistic ten-
dencies shape corporate governance and risk disclosure strategies in Iran. In light of
these diverse influences, it is clear how deeply narcissistic tendencies of CEOs are
woven into the fabric of corporate governance and risk disclosure strategies in Iran.
The next section will provide a theoretical foundation for our hypotheses development
based on the Iranian context, further analyzing how these executive traits interact with
local corporate dynamics to shape disclosure practice.

Theoretical Frameworks, Empirical Evidence, and Hypothesis
Development in Iran

Exploring the influence of CEO narcissism on corporate risk disclosures involves a the-
oretical approach rooted in Upper Echelon Theory, as introduced by Hambrick and
Mason (1984). This theory suggests that organizational outcomes, like strategic deci-
sions and performance, reflect the values and thoughts of top executives. Supported by
research from Bonelli (2014) and Quttainah (2015), it is argued that executives’ back-
grounds impact their strategic decisions, a concept further explored by Carpenter et al.
(2004) through demographic studies. This framework guides our analysis of how nar-
cissistic traits in CEOs might affect their risk disclosure practices, investigating both
the potential benefits, such as increased transparency to enhance their image, and the
drawbacks, such as the risk of information manipulation.

To deepen our understanding of these behaviors, we also draw on Psychodynamic
Theory, which examines the unconscious motivations and emotional drives behind
individual actions (Berlin, 2011; Shaver & Mikulincer, 2005). This theory, elucidated
by research, suggests that narcissistic traits, including a heightened need for admiration
and an inflated self-view, can compel CEOs to engage in distinctive disclosure behav-
iors that serve both self-promotion and defensive purposes (Chatterjee & Pollock,
2017; Dabbebi et al., 2022; Marquez-Illescas et al., 2019). For example, a CEO
might use extensive disclosures to project an image of competency and control, or
alternatively, manipulate disclosures to conceal weaknesses and maintain an illusion
of stability. This dual impact reflects in the decisions where narcissistic CEOs are
observed issuing more positive earnings announcements, promoting social and
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governance activities, and engaging in practices like opportunistic insider trading
under specific conditions (Jiang et al., 2023). Additionally, insights on linguistic
markers of deception (McCornack et al., 2014) in earnings calls suggest that these
executives may also use specific language features to mislead or manipulate stake-
holder perceptions during high-stakes communications (Burgoon et al., 2016;
Burgoon & Qin, 20006).

These two foundational theories—Upper Echelon and Psychodynamic—provide a
comprehensive framework for analyzing the complex interplay between CEO person-
ality traits and their impact on corporate governance and risk disclosure practices. By
leveraging both theories, we gain insights into the conscious strategic decisions influ-
enced by CEOs’ backgrounds and the unconscious motives that drive their behavior in
risk management. With this dual theoretical foundation, we investigate how subsidiary
theories such as Self-Promotion Theory and Visibility Enhancement Theory can posit
positive relationships, while Risk Concealment Theory and Manipulation Theory can
illustrate the potential negative impacts.

Positive Dynamics: The Strategic Advantages of Narcissistic Leadership in
Risk Disclosures

Exploring how CEO narcissism influences risk disclosures, we focus on two theories:
Self-Promotion Theory and Visibility Enhancement Theory. These frameworks
explain how narcissistic CEOs might use risk disclosures extensively and strategically
to enhance their image and impact corporate governance and stakeholder views
significantly.

Narcissistic CEOs, motivated by a desire for admiration, often see risk disclosures
as a way to showcase their leadership skills and proactive governance (Awuah et al.,
2024). According to Self-Promotion Theory, these leaders are not merely sharing infor-
mation but are shaping stakeholder perceptions of their leadership and the company’s
outlook (Heavey et al., 2020; Yi et al., 2020). Awuah et al. (2024) argue that these
CEOs leverage disclosures to assert control and project an image of effective leader-
ship. Furthermore, Heavey et al. (2020) and Yi et al. (2020) provide evidence that nar-
cissistic CEOs use these disclosures to favorably manipulate stakeholder views.
Buchholz et al. (2020) add that such CEOs engage in earnings management early in
their tenure, using risk disclosures to construct a successful image through strategic
emphasis or minimization of certain risks. In Iran, where corporate governance is
adapting to regulatory, economic, and cultural shifts, the proactive disclosure practices
of narcissistic CEOs could have positive implications. By meeting demands for trans-
parency amid international scrutiny, these CEOs craft narratives of competence and
reliability, potentially improving the firm’s reputation with global investors and
local stakeholders, thus stabilizing the company’s image in a volatile market.

Moving from self-promotion to Visibility Enhancement Theory, we see that narcis-
sistic CEOs use risk disclosures strategically to enhance their visibility and maintain a
prominent position in corporate and investor circles (Chatterjee & Pollock, 2017). Such
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visibility is linked to company performance and investor confidence. Liu et al. (2016)
suggest that highly visible CEOs, influenced by narcissism, often undertake higher-risk
activities, such as in R&D, to boost their public image and their firms’ perceived inno-
vativeness. However, the relationship between CEO narcissism, visibility, and stake-
holder perception is intricate. Marquez-Illescas et al. (2019) observe that while
narcissistic CEOs aim to boost their visibility with bold disclosures, these can some-
times negatively impact investors’ views on management’s credibility, possibly deter-
ring investment due to perceived manipulation. Chatterjee and Hambrick (2011) note
that narcissistic CEOs, driven more by social praise than objective performance
metrics, use disclosures to gain positive media portrayal. Similarly, Blankespoor and
deHaan (2020) show that CEOs often use press releases to improve media representa-
tion, sometimes at the cost of transparency. In Iran’s unpredictable market, where
media impact and international visibility are crucial, narcissistic CEOs may use risk
disclosures to navigate economic sanctions and political challenges, presenting them-
selves as capable leaders. This not only solidifies their leadership but also draws invest-
ment by highlighting their decisive and visionary approach.

Considering both the Self-Promotion and Visibility Enhancement Theories, and
supported by empirical studies, we predict a positive link between CEO narcissism
and risk disclosures in Iran. These traits likely prompt CEOs to craft disclosures that
not only enhance their image but also improve organizational transparency amidst a
complex regulatory and economic environment.

Ha: In Iran, CEO narcissism positively associated with risk disclosures, driven by
the strategic use of disclosures to bolster public image and effective governance.

Negative Dynamics: The Perils of Narcissistic Manipulation in Risk
Disclosures

Contrasting with the positive aspects of CEO narcissism, some theories highlight
potential downsides, such as less transparency and potentially deceptive behaviors.
Two key theories—Risk Concealment Theory and Manipulation Theory—outline
how narecissistic traits might lead CEOs to withhold or distort critical risk information.

According to the Risk Concealment Theory, narcissistic CEOs may hide or mini-
mize risks to maintain an image of control and invulnerability (Akstinaite et al.,
2020; Cormier et al., 2016), a behavior that might be more evident in cultures with
high power distance, like Iran. This approach correlates with accounting issues like
information asymmetry, where leaders might manipulate information to mask vulner-
abilities (Bergh et al., 2019). Research indicates that narcissistic leaders often make
riskier decisions and engage in earnings manipulation to present an illusion of
success. ~ note that these CEOs are inclined to take risks with disregard to the potential
negative outcomes. Capalbo et al. (2018) observe that such leaders might positively
manage earnings, sometimes inaccurately reflecting the business’s actual performance.
Chatterjee and Hambrick (2011) argue that these CEOs are more driven by social
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praise and media attention than by objective performance metrics, leading to manipu-
lated disclosures to suit their preferred image. Additionally, Olsen et al. (2014) found
that companies under narcissistic CEOs often report inflated earnings-per-share and
stock prices, achieved through real activities rather than accrual manipulations. In
Iran, where authority and control are culturally significant, narcissistic CEOs may
heavily utilize risk concealment strategies, especially given the country’s economic
sanctions and political instabilities. This tendency to maintain control can intensify
the use of such deceptive practices in the Iranian business landscape.

Building on the concept of risk concealment, Manipulation Theory (McCornack
et al., 2014) delves into how narcissistic CEOs might craft disclosures to project an
overly optimistic company image. This includes selective disclosures and embellishing
company prospects while downplaying risks. Studies show that such leaders often
manipulate financial disclosures to cast their companies in a more favorable light.
Marquez-lllescas et al. (2019) and Buchholz et al. (2018) noted that firms with narcis-
sistic CEOs frequently use optimistic language in earnings announcements and 10-K
filings, often unaligned with actual performance. This abnormal optimism is not just
about shaping current perceptions; it strategically supports future equity offerings
and increased R&D investments (Buchholz et al., 2018). Moreover, these CEOs are
known for managing earnings, particularly during their initial tenure, to forge a suc-
cessful track record (Buchholz et al., 2020; Capalbo et al., 2018). However, the
market often views such disclosures skeptically, recognizing the potential bias
(Marquez-Illescas et al., 2019). In Iran’s challenging economic and political climate,
narcissistic CEOs may use risk disclosures misleadingly to portray the company’s
resilience and market position. This is especially crucial in heavily monitored
sectors or those vital to national interests, where maintaining a favorable image is
key to a CEQO’s career and political influence. In such a high-stakes environment,
the likelihood of disclosure manipulation by narcissistic CEOs underscores the need
for increased vigilance among stakeholders and regulators to ensure that disclosures
accurately reflect the company’s true financial health and operational stability.

After examining both Risk Concealment Theory and Manipulation Theory, it is clear
that while narcissistic CEOs may use disclosures to enhance their visibility and authority,
such actions often harm transparency and accuracy in reporting. In Iran, the need to main-
tain a positive public image under tough conditions might push narcissistic CEOs towards
more frequent deceptive practices. This situation highlights the risks of narcissistic lead-
ership in environments that require honest and robust disclosures.

Hb: In Iran, CEO narcissism is negatively associated with risk disclosures, as nar-
cissistic traits may lead CEOs to manipulate or conceal critical information to
project stability and control.

Having considered the theories and empirical evidence supporting both positive and
negative relationships between CEO narcissism and risk disclosures, and considering
the specific context of Iran, it becomes clear that the impact of narcissistic leadership on
disclosure practices can be complex and multifaceted. Narcissistic traits can drive
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CEO:s to either enhance transparency to bolster their image or compromise disclosure
integrity to conceal vulnerabilities. This dual potential underscores the need for a
nuanced understanding of how personality traits interact with cultural and economic
factors to influence corporate governance practices. Given the conflicting potentials
of CEO narcissism to influence corporate disclosures in both beneficial and detrimental
ways, we propose a non-directional hypothesis:

H: The level of CEO narcissism will have a significant impact on the risk disclo-
sures among publicly listed companies in Iran.

Research Design

Sample and Data

Data for this study were sourced from CODAL, managed by the Securities and
Exchange Organization (SEO) of Iran, and included firms listed on the TSE from
2013 through 2022. Starting with 3,230 firm-year observations, adjustments were
made for specific exclusions (refer to Table 1), resulting in a refined sample of
1,550 firm-year observations. After excluding damaged PDF files, the final sample
for analysis was 1,480 firm-year observations. We converted the annual financial state-
ments and MD&A PDFs into text files using a Python script, which facilitated the text
mining analysis for calculating variables related to risk disclosures."

Dependent Variable: Risk Disclosure

In this study, we focus on measuring risk disclosure, incorporating categories such as
business, operational, and financial risks as detailed by Lajili et al. (2024). Appendix A
lists the original bag of words for these categories. We have developed a specialized
bag-of-words model to analyze risk disclosures within Persian MD&A documents.
This model involved translating key risk-related terms into Persian, supported by the
Google Translate API and refined through discussions with bilingual Persian-speaking

Table 1. Sampling Table.

Description Observations
Initial firm-year observations (2013-2022) 3,230
Exclusions:

- Financial and utility sectors —820

- Changes in fiscal year =315

- Lack of essential data —545
Remaining sample 1,550

- Damaged PDF files excluded -70

Final sample for analysis 1,480
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financial experts. The accuracy of these translations was further ensured by reviews
from academic faculty members specialized in finance and linguistics, as well as con-
sultations with authoritative Persian dictionaries. To address the linguistic similarities
between Persian and Arabic, which are prevalent in Iranian financial discourse
(Rajabalizadeh, 2023; Rajabalizadeh & Schadewitz, 2025b), we included terms that
bridge both languages. This approach is essential to fully capture the range of
risk-related concepts in Persian financial narratives. The refined keyword set for our
risk disclosure variable (RISKDISC) consists of 82 precise terms. We compute the
risk disclosure index by taking the natural logarithm of the total counts of these
words plus one.

Independent Variable: CEO Narcissism. In alignment with recent studies within the
accounting field, the size of a signature has been identified as a subtle yet effective indi-
cator of an individual’s narcissistic traits (Chou et al., 2021; Church et al., 2020; Ham
et al., 2017; 2018). Research has consistently shown that larger signatures correlate
with higher levels of self-esteem, ego, dominance, and self-regard, making it a
viable proxy for narcissism.

In our study, we examined the hand-written signatures of CEOs from publicly
listed Iranian companies, specifically those included in the declarations within
annual reports. This approach was chosen to circumvent the inaccuracies associated
with automated signatures. Our methodology aligns with the approach used by Ham
et al. (2017, 2018), which has been rigorously validated in prior studies and is rec-
ognized for its robustness in measuring narcissistic traits. Psychological research,
including foundational studies like Raskin and Terry (1988), portrays narcissism
as a stable personality trait across an individual’s adult life. This underpins our deci-
sion to treat the signature size as a static measure, reflecting the CEO’s enduring per-
sonal characteristics rather than transient states. We collected the most recent
signature of each CEO from the most publicly visible sections of the annual
reports, financial statements, and MD&A documents. This ensures that the signatures
are reflective of the CEOs’ current administrative tenure and their public-facing com-
munications. Where relevant, we also gathered historical signatures of previous
CEOs to facilitate a broader analysis of leadership behavior and trends across differ-
ent regimes within the same firms. This comprehensive approach allows us to capture
a nuanced view of executive personality traits and their impact on corporate gover-
nance and communication strategies.

Utilizing the methodology established by Ham et al. (2017; 2018), we used ImageJ
software to precisely measure each signature. This involved enclosing the signature
within a tightly fitted rectangle, ensuring each side of the rectangle touched the furthest
extent of the signature. We then calculated the area of this rectangle (length times
width) and normalized this by the number of characters in the CEO’s name to
account for variations in name length. The average of these normalized areas was cal-
culated across all observed signatures to determine the typical signature size for each
CEO. To quantify the level of narcissism, we took the natural logarithm of the average
signature size. This measure serves as our primary independent variable for assessing
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CEO narcissism (CEONAR) in the context of corporate governance and decision-
making.

Main Model

Our main model aims to estimate the impact of CEO narcissism on risk disclosure
among publicly listed Iranian companies.

RISKDISC;; = p, + ; CEONAR;, + p,BDINDEP;, + f3;BDSIZE;, + ,BDCOMP;
+BsACSIZE; + peACIND;, + B;ACFEXPRT,, + ByCEOGEN;
+BoCEOTEN;, + p,,CEOOWN;; + 8, INSTOWN;; + f8,,AUDTEN;,
+B3SIZE; + B,4MBy, + P,sROA; + B,4STDSALE;, + p,,STDOCF;,
+psAGE; + B1oFINANCING;; + B)FOGy; + f3,, LENGTH,
+p,, TONE;+ Y INDUSTRY + 3" YEAR + ¢;,

ey

The model incorporates a range of control variables to isolate the impact of CEO
narcissism on risk disclosure, drawing from both international (Church et al., 2020;
Ham et al., 2017; 2018; Lajili et al., 2024; Monjed & Ibrahim, 2020) and Iranian
studies (Hesarzadeh and Rajabalizadeh, 2019; Rajabalizadeh, 2023; Rajabalizadeh &
Oradi, 2022; Rajabalizadeh & Schadewitz, 2025a). This diverse literature base helps
illuminate the complex interplay between corporate governance, financial characteris-
tics, and disclosure practices.

Variables such as BDINDEP, BDSIZE, and BDCOMP reflect board dynamics,
hypothesizing that a higher proportion of independent directors or a larger, more
diverse board could enhance risk disclosure quality. ACSIZE, ACIND, and
ACFEXPRT highlight the role of the audit committee, where size and expertise are
expected to bolster risk evaluation and reporting. CEO gender (CEOGEN) and
tenure (CEOTEN) are included to consider the potential impact of leadership stability
and gender diversity at the top level. CEOGEN assesses the influence of gender diver-
sity among leadership, while CEOTEN reflects the CEO’s experience and potential
stability in leadership, both of which are hypothesized to affect risk disclosure prac-
tices. CEOOWN and INSTOWN address ownership structures that may affect transpar-
ency, while AUDTEN focuses on the potential influence of auditor tenure on
disclosure. Additionally, SIZF, defined as the natural log of total assets, has been
included to capture variations in disclosure norms and capabilities across different-
sized firms. Financial health indicators like MB and ROA, along with STDSALE and
STDOCF, provide context on the company’s financial stability and its effect on risk
disclosures. AGE denotes company maturity, theorizing that older companies may
have more established disclosure practices. FINANCING is included to capture the dis-
closure needs triggered by recent significant financing activities. Readability and senti-
ment measures such as FOG, LENGTH, and TONE are incorporated to assess how
information presentation affects stakeholder perceptions. Together with year and



Rajabalizadeh I5

industry effects detailed in Appendix D, these variables form a robust framework to
analyze the influence of CEO narcissism on risk disclosure, ensuring a thorough exam-
ination of the determinants of transparency in corporate communications.

Results

Descriptive Statistics

The descriptive statistics of our study are detailed in Table 2. The mean value of the
risk disclosure index is 4.471, with a standard deviation of 0.776. The distribution
of RISKDISC values ranges from a low of 1.754 to a high of 5.992, indicating
varying levels of risk disclosure practices among the firms. Given that this study intro-
duces the measurement of risk disclosure in the Iranian market, there is no existing
benchmark for comparison, making these findings foundational for understanding
risk communication in this context. CEONAR has a mean of 9.639 and a standard devi-
ation of 0.485, with values ranging from 8.703 to 11.096. This measure is pioneering in
the Iranian market, though it aligns closely with similar studies internationally, such as
the mean narcissism score of 9.659 for CFOs by Xiang and Song (2021). This compa-
rability supports the relevance and validity of our narcissism metric in assessing exec-
utive personality traits within an Iranian corporate governance framework.

Among notable control variables, BDINDEP and BDSIZE reflect board characteris-
tics, where the average percentage of independent directors is 0.661 and the typical
board size is approximately 5 directors. These board metrics suggest a moderate
level of independence and a compact board size, which are critical for effective over-
sight and governance. Additionally, CEOGENDER and CEOTENURE are incorpo-
rated to explore the impact of leadership characteristics on risk disclosures. The data
shows that a significant majority of CEOs are male, with an average tenure of 3.505
years, reflecting the potential stability and experience in leadership roles. INSTOWN
averages 0.599, indicating significant institutional presence and potential influence
on corporate transparency and governance practices. The average auditor tenure is
4.204 years, suggesting a balance between auditor familiarity and independence.
SIZE, measured as the natural log of total assets, averages 14.585, highlighting the
scale of operations and its potential impact on risk disclosures and corporate behavior.
The average MB ratio is 4.395, which indicates high market valuation relative to book
value, a factor that could influence strategic decisions and risk-taking behaviors. FOG,
the readability of financial disclosures with an average of 21.348, tends to be complex,
which might impact stakeholder understanding and reaction to disclosed information.

Table 3 displays the Pearson correlation matrix, illustrating relationships between
key variables. There’s a positive and meaningful correlation (0.042) between risk dis-
closure (RISKDISC) and CEO narcissism (CEONAR), suggesting that higher CEO nar-
cissism levels might be associated with more extensive risk disclosures. Additionally,
certain control variables show significant correlations with RISKDISC: SIZE is posi-
tively correlated at 0.321, indicating that larger firms tend to provide more comprehen-
sive risk disclosures; institutional ownership (INSTOWN) is positively correlated at
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Table 2. Descriptive Statistics (N = 1480).

Standard Lowest First Third Highest
Variables Mean deviation quantile quartile Median  quartile quantile
RISKDISC 4471 0.776 1.754 4.094 4.549 4956 5.992
CEONAR 9.639 0.485 8.703 9.288 9.602 9.905 11.096
BDINDEP 0.661 0.183 0.200 0.600 0.600 0.800 |
BDSIZE 5.024 0.243 5 5 5 5 7
BDCOMP 0.050 0.035 0 0 0.068 0.076 0.093
ACSIZE 2.436 1.369 0 3 3 3 5
ACIND 0.280 0.214 0 0 0.333 0.333 |
ACFEXPRT 0.320 0.467 0 0 0 | |
CEOGEN 0.005 0.069 0 0 0 0 0
CEOTEN 3.505 3.160 | | 2 4 14
CEOOWN 0.194 0.271 0 0 0.002 0.476 0.895
INSTOWN 0.599 0.312 0 0416 0.705 0.850 0.980
AUDTEN 4204 4213 | | 3 4 18
SIZE 14.585 1.638 11.434 13.529 14.304 15.419 19.254
MB 4.395 5.085 -2.970 1.639 2.614 4.929 23.990
ROA 0.156 0.149 -0.215 0.062 0.135 0.244 0.541
STDSALE 0.308 0.270 0.040 0.135 0.225 0.383 1.568
STDOCF 0.095 0.069 0.017 0.050 0.077 0.122 0.360
AGE 3.587 0.392 2.565 3.323 3.664 3912 4.159
FINANCING  0.520 0.500 0 0 | | |
FOG 21.348 3616 13.523 18.608  21.148 24.103 26918
LENGTH 8.964 0.572 7.611 8.575 8.986 9.365 10.209
TONE 0.043 0013 0.002 0.037 0.044 0.051 0.064

0.196, indicating that firms with greater institutional ownership are likely to provide
more thorough risk disclosures; the length of disclosures (LENGTH), with a correlation
of 0.282, implies that longer disclosures are associated with more detailed risk infor-
mation; and the tone of the report (TONE), showing a correlation of 0.261, suggests
that a more positive tone is associated with extensive risk information. These correla-
tions among the control variables and both the dependent and independent variables
enhance the robustness of our regression analysis, ensuring a comprehensive under-
standing of the factors influencing risk disclosure”. Detailed description of variables
is further detailed in Appendix D.

Regression Results

Table 4 provides the results of the regression analysis examining the impact of CEO
narcissism (CEONAR) on risk disclosures (RISKDISC) among publicly listed Iranian
companies. The analysis includes 1,480 observations and controls for year and industry
fixed effects. The model demonstrates a strong fit, evidenced by an R-squared value of
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Table 4. Impact of CEO Narcissism on Risk Disclosures.

Variables Coefficient Standard deviation t-statistic p-value
CEONAR 0.053%#* 0.020 2.600 0.009
BDINDEP —0.104* 0.057 —1.830 0.067
BDSIZE —0.088%** 0.040 -2.200 0.028
BDCOMP — 234k 0.345 -3.570 0.000
ACSIZE 0.041%* 0.023 1.810 0.071
ACIND 0.032 0.063 0.500 0616
ACFEXPRT —0.009 0.022 —0.430 0.669
CEOGEN 0.044 0.136 0.330 0.744
CEOTEN 0.008** 0.003 2.430 0.015
CEOOWN 0.021 0.040 0.540 0.593
INSTOWN —0.051 0.038 —1.330 0.184
AUDTEN 0.001 0.002 0.230 0817
SIZE —0.003 0.009 —0.350 0.729
MB 0.001 0.003 0.290 0.773
ROA —0.064 0.087 —0.740 0.461
STDSALE 0.103%* 0.047 2210 0.028
STDOCF 0.39 |k 0.148 2.640 0.008
AGE 0.015 0.027 0.570 0.567
FINANCING —0.039* 0.021 —1.900 0.058
FOG —0.003 0.003 —1.100 0.274
LENGTH 1.067%#* 0.019 54.990 0.000
TONE | 8.739%%* 0.722 25.970 0.000
CONST —5.953%#k 0.346 —17.190 0.000
YEAR_FE YES

INDUSTRY_FE YES

Observations 1,480

R-squared 0.800

Adj R-squared 0.793

F 1 19.370%%*

Variable definitions are located in Appendix D. **¥p <0.01, **p <0.05, *p <O0.1.

0.800 and an adjusted R-squared of 0.793, indicating that approximately 79.3% of the

variability in risk disclosures can be explained by the model’s variables.

The coefficient for CEO narcissism is 0.053, significant at the 1% level (p-value =
0.009), suggesting that higher levels of CEO narcissism are associated with an increase
in the extent of risk disclosures.® This positive relationship implies that more narcissis-
tic CEOs may engage in more extensive disclosure of risks. This finding aligns with
theories like Self-Promotion and Visibility Enhancement, suggesting that narcissistic
CEOs use disclosures strategically to enhance their public image and control over cor-
porate narratives (Awuah et al., 2024; Heavey et al., 2020). The economic impact of
CEO narcissism on risk disclosures, while statistically significant, shows a moderate
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effect size. The coefficient indicates that a one standard deviation increase in CEO nar-
cissism leads to a 0.053 unit increase in the risk disclosure index. Given the mean level
of risk disclosures, this effect, while not overwhelming, is non-negligible and high-
lights the influence of CEO personality traits on corporate communication strategies.

The control variables significantly enhance our understanding of the factors that
shape risk disclosure practices, demonstrating how governance structures and report
characteristics interact with executive traits to influence corporate transparency. The
negative relationship of BDINDEP with risk disclosures, significant at the 5% level,
suggests that a higher percentage of independent directors may correlate with a ten-
dency towards more succinct and focused disclosures rather than more extensive
ones. Similarly, both BDSIZE and BDCOMP show negative coefficients, significant
at the 5% and 1% levels, respectively, indicating that larger board sizes and higher
female representation, contrary to expectations, are associated with less extensive
risk disclosures. This might suggest a more conservative approach to governance
and communication by these boards. ACSIZE is marginally significant with a positive
coefficient, suggesting that larger audit committees may be associated with more com-
prehensive risk disclosures, potentially due to the broader range of expertise within
these committees. CEOTEN also demonstrates a positive relationship with risk disclo-
sures, implying that longer CEO tenure may be correlated with a more thorough
approach to risk disclosure. This could result from greater organizational familiarity
and strategic insights acquired over time.

Moreover, STDSALE and STDOCF both exhibit positive relationships with risk dis-
closures, indicating that firms with more variability in sales and cash flows disclose
more about their risks, possibly to address stakeholders’ information needs under
uncertainty. FINANCING shows a marginally significant negative effect, suggesting
that firms engaged in recent significant financing activities might adopt a more conser-
vative approach to risk disclosure. Additionally, LENGTH and TONE, which have
large positive coefficients and are significant at the 1% level, highlight that longer doc-
uments and more positive tones in disclosures are strongly associated with more exten-
sive risk disclosures. These findings underscore the complex interplay between
corporate governance and personality traits of executives in shaping the transparency
of risk disclosures, carrying practical implications for stakeholders like investors and
regulators who evaluate the quality and sufficiency of such disclosures.

Sensitivity Checks

Sensitivity Analysis of CEO Narcissism Measurement

To bolster the credibility and robustness of our findings, we undertook a series of sen-
sitivity analyses focusing on the measurement of CEO narcissism and its implications
on risk disclosures. These analyses were essential to test the stability of our results
under various conditions and assumptions, particularly concerning the static nature
of the narcissism proxy and the handling of CEOs with multiple tenures across differ-
ent firms. Due to the intricate nature of the analyses and the need for brevity, the results
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of these sensitivity checks are presented in an untabulated format, summarizing the
primary outcomes and ensuring clarity in the communication of our findings. The
first part of our sensitivity analysis addressed the potential variability in the measure-
ment of narcissism, given its theoretical stability as a personality trait, by re-evaluating
the proxy at different points in a subset of CEOs’ tenures. The second part examined
the effect of CEOs who served in multiple firms within our dataset, assessing whether
their repeated appearances could skew the overarching conclusions of our study.

Sensitivity Analysis for Static vs. Non-Static Narcissism Proxy. This section evaluates the
robustness of our findings using a static measurement of CEO narcissism against
potential variations over time. Given the nature of narcissism as a stable trait, our
primary analysis employs a static proxy, measuring the signature size once during
the CEQO’s tenure. To validate this approach, we conducted a comparative analysis
where available, measuring the signatures at multiple points during the tenure of a
subset of CEOs. Hence, a subset of 30 CEOs whose tenure spanned more than five
years was selected. For these CEOs, signatures were collected at three points: at the
beginning, middle, and end of their tenure. Regression models identical to the
primary study were run for each set of signatures to detect any significant variations
in the measured effect of narcissism on risk disclosures. The comparative analysis
showed negligible variations in the regression coefficients across different time
points, confirming the assumption that narcissism, as reflected through signature
size, remains relatively stable over time. The p-values and coefficients remained
within a 5% range of those reported in the main analysis, supporting the use of a
static proxy.

Handling Multiple Tenures of CEOs. In instances where CEOs were associated with mul-
tiple companies during the sample period, we analyzed the implications of treating
each tenure independently. This section reports on a sensitivity check conducted to
ascertain if the inclusion of multiple tenures by the same CEO influenced the overall
results. We identified 75 firm-year observations where CEOs changed firms during
the study period. Each tenure was treated as independent in the primary analysis to
maintain the contextual integrity of each firm’s data. The primary analysis was rerun
excluding these 75 observations to evaluate the impact of their inclusion. Excluding
the 75 firm-year observations associated with CEOs who had multiple tenures resulted
in a sample size reduction to 1,405 firm-year observations. The analysis demonstrated
that the main results were consistent with those obtained from the full sample, indicat-
ing that the presence of multiple tenures did not significantly affect the study’s find-
ings. This was evidenced by the persistence of similar p-values and the stability of
regression coefficients, reinforcing the validity of our original model.

Sensitivity Checks for Clustering Standard Errors

We conducted sensitivity checks by recalculating the model’s standard errors using dif-
ferent clustering methods to ensure the robustness of our results against various
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assumptions about error correlation. The analysis was clustered by firm, year, both firm
and year, and CEO. These methods are crucial for accounting for potential correlation
within groups that standard errors may not capture if treated as independent. Clustering
by firm approach addresses the correlation of residuals within the same firm over time,
potentially caused by firm-specific practices and policies that affect risk disclosure con-
sistently. Clustering by year accounts for common shocks or policy changes affecting
all firms in a given year, ensuring that temporal externalities do not bias our inference.
Clustering by firm and year (multiway clustering) provides a stringent test against the
possibility of correlated errors both within firms and across years, offering the most
conservative standard error estimates. Finally, clustering by CEO considers the indi-
vidual effects of CEOs who may influence multiple observations through their
tenure across different periods or firms. The results, as detailed in Table 5, affirm
the positive impact of CEO narcissism on risk disclosures across all clustering
methods, with slight variations in significance levels and coefficients, reflecting the
robustness of our findings across different error structures.

Additional Tests

CEO Narcissism and Specific Risk Dimension Disclosures

Following the framework established by Lajili et al. (2024), we have divided the risk
disclosure variable into three subcategories: business risk (BUSRISK), operational risk
(OPERRISK), and financial risk (FINRISK). This disaggregation allows us to examine
how CEO narcissism influences each specific area of risk disclosure, providing a
nuanced understanding of the relationship between executive traits and corporate
transparency.

CEO narcissism might be expected to influence these categories differently based
on the CEO’s personal inclination towards various aspects of the business.
Narcissistic CEOs, who are often characterized by a grandiose sense of self-importance
and a preference for being admired (Rijsenbilt & Commandeur, 2013), may be more
inclined to disclose risks that they believe can be managed or mitigated under their
leadership, thereby enhancing their image as competent and proactive leaders
(Cragun et al., 2020; Martinez-Ferrero et al., 2024). In particular, business risk disclo-
sures might be influenced as narcissistic CEOs could prefer to highlight risks where
their direct actions and decisions have mitigated potential threats (Buyl et al., 2019).
Operational risk disclosures could be detailed to demonstrate the CEO’s involvement
in and control over the daily operational efficiencies and innovations (Buchholz et al.,
2018; Elzahar & Hussainey, 2012). Financial risk disclosures might be selectively dis-
closed to portray financial prudence and strategic foresight, supporting the CEO’s self-
framed narrative of financial stewardship (Bajo et al., 2022).

Table 6 presents the results of the regression analysis on how CEO narcissism
impacts these specific risk disclosures. The results indicate that CEO narcissism has
a significant positive impact on business risk disclosures (coefficient =0.040, p<0.01),
operational risk disclosures (coefficient=0.055, p<0.05), and financial risk disclosures
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Table 5. Impact of CEO Narcissism on Risk Disclosures with Various Clustering Methods.

Panel A. Results with clustering by firm

Variables Coefficient Standard deviation t-statistic p-value
CEONAR 0.052%* 0.022 2.370 0.019
CONST & CONTROLS YES

YEAR_FE YES

INDUSTRY_FE YES

Observations 1,480

R-squared 0.800

Adj R-squared -

E .

Panel B. Results with clustering by year

Variables Coefficient Standard deviation t-statistic p-value
CEONAR 0.052#* 0.017 2.970 0.016
CONST & CONTROLS YES

YEAR_FE YES

INDUSTRY_FE YES

Observations 1,480

R-squared 0.800

Adj R-squared -

F -

Panel C. Results with clustering by firm and year

Variables Coefficient Standard deviation t-statistic p-value
CEONAR 0.052%* 0.021 2.450 0.037
CONST & CONTROLS YES

YEAR_FE YES

INDUSTRY_FE YES

Observations 1,480

R-squared 0.800

Adj R-squared 0.793

F | 1842.540%+*
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Panel D. Results with clustering by CEO

CEONAR 0.06 1*+* 0.024 2.470 0.014
CONST & CONTROLS YES

YEAR_FE YES

INDUSTRY_FE YES

Observations 1,480

R-squared 0811

Adj R-squared -

F 53.590%%

Variable definitions are located in Appendix D. **p <0.01, *¥p <0.05, *p <0.1.

Note on Variation in T-Statistics and P-Values: The variations in t-statistics and p-values across different panels
can be attributed to the differing assumptions and adjustments made by each clustering method. Clustering
by firm, for example, adjusts for correlations within firms over time, potentially increasing standard errors
compared to non-clustered models. Each method accounts for a different dimension of correlation in the
panel data, leading to variations in the estimated standard errors and thus the corresponding t-statistics and
p-values.

Note on Summary Statistics: The presence of Adjusted R-squared and F-statistics varies across the different
panels. This variation can occur based on the clustering adjustments made to the standard errors.
Specifically, Adjusted R-squared, not reported in some panels as clustering can affect the computation of
this statistic. Adjusted R-squared is commonly used to account for the number of predictors in a model
relative to the number of observations; however, when standard errors are clustered, this adjustment can
be less straightforward or meaningful, depending on the statistical software and the method used for
clustering. Similarly, the F-statistic is not reported in some panels due to the complexity of calculating
reliable F-statistics when errors are clustered. Clustering standard errors generally means that the
underlying assumptions for the F-test on overall model significance may not hold, as the test assumes
homoskedasticity and independence of errors—conditions which clustering explicitly relaxes.

(coefficient =0.029, p <0.05). These findings suggest that higher levels of CEO narcis-
sism are associated with more extensive disclosures across all three risk categories. The
results are generally consistent with the main findings, reaffirming that CEO narcissism
contributes meaningfully to the extent of risk disclosures made in corporate communi-
cations. This positive relationship across all categories aligns with the notion that more
narcissistic CEOs tend to use risk disclosures as a strategic tool to enhance their per-
sonal image and the perception of their effectiveness as leaders.

Enhancing Causal Inference in CEO Narcissism and Risk Disclosure Analysis

In our pursuit of a robust analysis, we employed advanced statistical methods to
address potential biases and affirm the reliability of our findings regarding the
impact of CEO narcissism on risk disclosures. These methods ensure that our results
are not merely artifacts of model specification or sample selection but reflects
genuine relationships within the data. To strengthen our confidence in the causal rela-
tionship between CEO narcissism and risk disclosures, we incorporate firm fixed
effects, apply entropy balancing, and focus on periods of CEO transitions in our
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Table 6. Impact of CEO Narcissism on Risk Dimension Disclosures.

VARIABLES BUSRISK OPERRISK FINRISK
CEONAR 0.040*** (0.014) 0.055%* (0.023) 0.029** (0.013)
CONST & CONTROLS YES YES YES
YEAR_FE YES YES YES
INDUSTRY_FE YES YES YES
Observations 1,480 1,480 1,480
R-squared 0.696 0.764 0.161

Adj R-squared 0.685 0.757 0.133

F 68.100%+* 96.740%** 5.74 | *rx

Standard errors in parentheses. Variable definitions are located in Appendix D. ***p <0.01, *¥p <0.05,
ES
*p<0.1.

analysis. Each approach serves to control for unobserved heterogeneity, ensuring that
the observed effects are attributable to variations in CEO narcissism and not to other
confounding factors.

Firm Fixed Effects Analysis. This approach controls for all time-invariant characteristics
of firms (Davies et al., 2008), allowing us to isolate the effect of CEO narcissism from
other static traits that could influence disclosure practices. By including firm fixed
effects, we aim to capture the true impact of CEO personality on disclosure behaviors
within the same firm over time. Table 7 delineates the regression results. The coeffi-
cient for CEO narcissism stands at 0.093, marked significant at the 5% level
(p-value =0.045). This finding indicates that CEOs with higher narcissism levels are
associated with an increase in risk disclosure. This analysis reveals that CEO narcis-
sism significantly influences how firms communicate risks, suggesting that personality
traits of corporate leaders can drive transparency levels in financial reporting.

Entropy Balancing. Entropy balancing adjusts the sample to create a synthetic control
group that mirrors the treatment group in terms of key covariates (Hainmueller,
2012). Table 8 showcases the efficacy of entropy balancing in addressing selection
bias for the study of the impact of CEO narcissism on risk disclosures. This method
ensures that the treatment (HIGHCEONAR=1) and control (LOWCEONAR =0)
groups are comparable across all measured covariates before the analysis, enhancing
the causal interpretation of the results.

Before applying entropy balancing, there were slight differences between the treatment
and control groups across several control variables such as board independence
(BDINDEP), board size (BDSIZE), and other governance and firm characteristics. These dif-
ferences are shown in terms of means, variances, and skewness, which can affect the out-
comes of the analysis if left unaddressed. After entropy balancing, the first, second, and
third moments (mean, variance, skewness) of all control variables were aligned between
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Table 7. Impact of CEO Narcissism on Risk Disclosures with Firm Fixed Effects.

Variables Coefficient Standard deviation t-statistic p-value
CEONAR 0.093** 0.046 2,010 0.045
CONST & CONTROLS YES

FIRM_FE YES

YEAR_FE YES

INDUSTRY_FE NO

Observations 1,480

R-squared 0.900

Adj R-squared 0.885

F 154.880%+*

Variable definitions are located in Appendix D. **p <0.01, *¥p <0.05, *p <0.1.

Table 8. Addressing Selection Bias Using Entropy Balancing.

Panel A. Pre-balancing first, second and third moments of control variables

Treatment (HIGHCEONAR = 1)

Control (LOWCEONAR =0)

Mean Variance Skewness Mean Variance Skewness
BDINDEP 0.654 0.035 —0.341 0.667 0.031 -0.220
BDSIZE 5.019 0.048 6.872 5.030 0.069 6.166
BDCOMP 0.051 0.001 -0.708 0.050 0.001 —0.565
ACSIZE 2.497 1.693 —1.032 2.374 2.050 —0.725
ACIND 0.289 0.045 1.082 0.270 0.047 1.024
ACFEXPRT 0.312 0.215 0811 0.328 0.221 0.731
CEOGEN 0.005 0.005 13.490 0.004 0.004 15.610
CEOTEN 3.473 8.807 1.838 3.538 I11.170 1.897
CEOOWN 0.198 0.076 1.082 0.190 0.070 1.071
INSTOWN 0.578 0.099 —0.699 0.619 0.095 —0.931
AUDTEN 4318 19.680 1.698 4.091 15.820 1.854
SIZE 14.540 2.469 0.877 14.630 2.900 0.691
MB 3.956 22.760 2.631 4.834 28.600 2.040
ROA 0.150 0.021 0.277 0.162 0.023 0.387
STDSALE 0.295 0.067 2.283 0.322 0.079 2.290
STDOCF 0.094 0.004 2311 0.096 0.006 2.819
AGE 3.590 0.158 —0.702 3.585 0.150 —0.607
FINANCING 0.535 0.249 —0.141 0.504 0.250 -0.016
FOG 21.320 13.290 —0.002 21.380 12.870 —0.064
LENGTH 8.962 0.332 -0.228 8.966 0.322 —0.340
TONE 0.043 0.000 —2.500 0.042 0.000 -2.839
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Panel B. post-balancing first, second and third moments of control variables

Treatment (highceonar = 1) Control (lowceonar =0)
Mean Variance Skewness Mean Variance Skewness
BDINDEP 0.654 0.035 —0.341 0.654 0.034 -0.312
BDSIZE 5.019 0.048 6.872 5.019 0.054 5.800
BDCOMP 0.051 0.001 -0.708 0.051 0.001 —0.659
ACSIZE 2.497 1.693 —1.032 2.497 1.884 —0.858
ACIND 0.289 0.045 1.082 0.289 0.048 1.070
ACFEXPRT 0.312 0.215 0.811 0.312 0.215 0811
CEOGEN 0.005 0.005 13.490 0.005 0.005 13.490
CEOTEN 3.473 8.807 1.838 3.473 10.720 1.945
CEOOWN 0.198 0.076 1.082 0.198 0.072 1.011
INSTOWN 0.578 0.099 —0.699 0.578 0.107 -0.702
AUDTEN 4318 19.680 1.698 4318 18.140 1.733
SIZE 14.540 2.469 0.877 14.540 2916 0.760
MB 3.956 22.760 2.631 3.956 18.660 2.390
ROA 0.150 0.021 0.277 0.150 0.022 0.435
STDSALE 0.295 0.067 2.283 0.295 0.064 2.430
STDOCF 0.094 0.004 2311 0.094 0.005 2.645
AGE 3.590 0.158 —0.702 3.590 0.150 -0.579
FINANCING 0.535 0.249 —0.141 0.535 0.249 —0.141
FOG 21.320 13.290 —-0.002 21.320 12.320 —0.005
LENGTH 8.962 0.332 —0.228 8.962 0.323 —0.284
TONE 0.043 0.000 -2.500 0.043 0.000 -2.775

Panel C. Models with entropy balancing weights

Variables Coefficient Standard deviation t-statistic p-value
CEONAR 0.031* 0.019 1.670 0.096
CONST & CONTROLS YES

YEAR_FE YES

INDUSTRY_FE YES

Observations 1,480

R-squared 0.797

Adj R-squared 0.791

F 125.450%+*

Variable definitions are located in Appendix D. **¥p <0.01, **p <0.05, *p <0.1.
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the treatment and control groups, indicating successful balancing. This alignment suggests
that any subsequent analysis on the impact of CEO narcissism can be more confidently
attributed to the effects of CEO traits rather than confounding factors.

The model with entropy balancing weights presents a coefficient for CEONAR of
0.031, significant at the 10% level (p-value =0.096). This result indicates a modest
but statistically significant impact of CEO narcissism on risk disclosures when
accounting for potential selection biases. This analysis illustrates the importance of
controlling for selection bias in observational studies, particularly when exploring
the effects of leadership traits like narcissism on organizational outcomes. By success-
fully balancing the covariates between groups, the study minimizes the risk of spurious
associations and strengthens the credibility of the findings that higher levels of CEO
narcissism indeed lead to more extensive risk disclosures.

Impact of CEO Leadership Transitions: An Analysis of CEO Tenure and Narcissism
Changes. In this section, we focus on a nuanced exploration of how transitions in lead-
ership, particularly changes in CEO narcissism associated with CEO tenure changes,
influence the extent and nature of risk disclosures. Acknowledging the complexity
of isolating effects directly associated with changes in leadership traits, we employ a
fixed-effects regression model that controls for firm-specific and year-specific varia-
tions. Our model is specifically designed to assess the impacts of changes in CEO nar-
cissism that coincide with CEO transitions.

We first generated a CEOCHANGE variable by tracking resets in CEO tenure,
indicative of a new CEO appointment. Corresponding to each CEO change, we calcu-
lated the CEONARCHANGE variable, which measures the change in narcissism based
on the signature size from the year before to the year of the CEO change. This involved
creating a lagged narcissism variable and subtracting it from the current year’s narcis-
sism score only in years with a CEO change. Given our focus on the impact of CEO
changes, we reduced our dataset from 1,480 observations to 416, retaining only those
observations where a CEO change occurred. This was essential to isolate the effects of
leadership transitions on risk disclosure practices.*

As presented in Table 9, the coefficient for CEONARCHANGE is 0.040 (p =0.017),
indicating a statistically significant positive impact of changes in CEO narcissism on
risk disclosure practices. The results, controlled for firm and year fixed effects, show-
case robustness against unobserved heterogeneity and potential omitted variable bias.
The findings suggest that shifts in narcissism traits due to CEO changes have a tangible
effect on how firms communicate risks. The increase in narcissism following a CEO
change could lead to more extensive or pronounced risk disclosures, potentially reflect-
ing the new leader’s desire to imprint their strategic vision or manage stakeholder per-
ceptions proactively (Marquez-Illescas et al., 2019). This result contributes to the
ongoing debate on the influence of executive personality traits on corporate communi-
cation strategies, emphasizing the critical role of leadership dynamics in shaping orga-
nizational transparency. It also resonates with theoretical perspectives that posit a link
between leadership changes and shifts in corporate policies, particularly in environ-
ments where executive visibility is crucial.
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Table 9. Effects of Changes in CEO Narcissism on Risk Disclosure During CEO Transitions.

Variables Coefficient Standard deviation t-statistic p-value
CEONARCHANGE 0.040%* 0.016 2.400 0.017
CONST & CONTROLS YES

FIRM_FE YES

YEAR_FE YES

INDUSTRY_FE NO

Observations 416

R-squared 0.855

Adj R-squared 0.837

F 47.380%+*

Variable definitions are located in Appendix D. **¥p <0.01, *¥p <0.05, *p <0.1.

Moderating Effects of Board Composition

In our comprehensive investigation into how corporate governance frameworks can shape
the narrative around risk disclosures, we specifically focused on the structure and compo-
sition of boards due to their potential to significantly influence CEO behaviors, particu-
larly in terms of narcissism. The premise of our study is grounded in the hypothesis
that the collective attributes of the board—such as the degree of independence
(BDINDEP)