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« Every firm starts with founder(s). In 2001, over « Sample : Russell 3000 firms for 2001-2015 Dependent Variable: Annual Excess Retumn
. ] ] . Mkt Value of Cash Mkt Value of Capex
20% CEOs of the Russell 3000 firms are founders. » Founder CEO status, founding team, firm history: | Full  Low  High  Fall | Low  High
« Business press interest in founder CEO leadership hand-collected from various sources. ACus e I bR
at bad times (e.g. macro-uncertainty). » Capital 1Q, ExecuComp, BoardEx, CRSP Eounder CEO* ACah o1 oid oma _ _
® 1 1 1t 1 . - -2.09 -2.16 -0.73
CEO mismatch Is critical at bad times. » Macro-uncertainty: Jurado, Ludvigson, Ng (2015) Cashe, “ors om0 _ _
. ) (184) (1748) (6.08)
* Instrument: Fraction of founders’ death (Adams et Founder CEO 0003 0002 0015 0003 0001 0019
| 2009 C161) (-178) (-066) (-030) (0.13)  (0.76)
al. ) ACapex;, - - 0.334 0.394 0.159

Research Questions

(5.00) (537)  (0.96)

. . Founder CEO*ACapex, - - - 0.071 -0.045 0.414
Summary Statistics (056)  (:032)  (171)
Capex, - - - 0.479 0.469 0.49

1. Does founder CEO do better than professional (1489)  (133)  (6.14)
CEO under macro-uncertainty? Sample Year 20012015 Contrel Yoo de o de o de o de e
. Variabl Professional CEO led Founder CEO led Mean diff Observations 23927 19367 4360 24117 19722 4395
2. Through which channels does founder CEO AR po o R AG Rupued () 15 143 D6 98 3 108
add/destroy firm value under macro-uncertainty? Mean  Median  Mean  Median nduustry FE e i e
Market Value[M$] 8617 1773 4048 883 5.07%%* Notes: (#)Under cash models, Control includes cashw.1 *Acashy, leverage™ Acash:, constrained*Acash:,
Assets- Total[M$] 47671061 1949 499 6.4+ models, Control e lerage. Acamiogs:. Anetassets, ARD, Aiterest Adividende
Net Sales [M$] 4407 1024 1996 420 5.20%%x neffinancing: (iii) Years 2008,2009, and 2010 are defined as high uncertainty periods.
| Moderator | Firm Age [years] 50.21 39 21.09 20 27.62%%*
Leverage (book) 02281  0.1997 0.2021  0.1090 2.10%* ]
j Vecrouncertanty j R&D to sales 008 0007 012 0006  304% Channel (Information Advantage)
Cash to assets 0.188 0.1097 0.27 0.202 5.99%x*
Tobin’s Q 1.93 1.56 2.04 1.59 1.46 Dependent Variable: Tobin's Q
Cause Effect ROA (operating) 9.94 11.75 7.35 10.06 3.73%%% ?j{f}’;fe;; f;iffge; ;;gf};feg f;iffge;
Founder CEO — Firm Performance ROA(NEU 0.46 3.99 -1.99 2.70 3.69%** Full B Matched Full - Matched
Leadership Uncertainty 0.931 0.931 0.930 0.930 0.35 Variab] Salllpile Samp162 Sampie Sample4
Uncertainty Beta 0014  -0.083 0055  -0.058 0.63 Janables D 2 e S
(-5.1) (-2.96) (1.66) (1.97)
Firm-year observations 21711 3632 Control Yes Yes Yes Yes
Observations 8268 1270 11,191 1336
. . . Adj. R-squared (%) 25.59 19.89 2416 18.67
Multivariate Analysis Year FE. Yoo Yer Yes Yeu
Industry FE Yes Yes Yes Yes
Firm FE No No No No
Economic Arguments Depeden Varate Toi's o el o o s e bk o )
OLS [nstrumental Vartable feverage
. . Variables 0n 0 0 @ G () .
Founder CEO Impact (in normal economic Founder-CEO 0161 0161 017 0261 028 0338 Summary and Conclusions
conditions) : ambiguous theoretical predictions and (820) (815) (293) (5200 (490) (:217) _ _
Inconclusive empirical results. Uncertainty 2165 -2.168 219 251 « On average, founder CEO leadership has negative
(-749) (-740) (4.16) (3.83) Impact on firm performance. Negative impact
Founder CEQ*Uncertauny (02-%‘78) (02-307;‘) arises during low uncertainty period; however,
Under Bad Economic Conditions (e.g. High Control Ves  Ves Vs Ve Ves  Ves founder leadership has strong positive impact
Uncertainty), founder CEO leadership is value- during high uncertainty.
Increasing because of Observations 25343 25343 25343 5208 5208 508 » Channels: Lower private rent extraction and
: . : Ad). R-squared (%) 2545 2561 25.62 9.45 969 971 : C e e .
« Less opportunity of private rent extraction Ven FE Ves  Ves Vs Ves Ve Ves Increased value of insider’s information
 |Increased value of information advantage under Industry FE Yes  Yes  Yes Yes Yes  Yes « Consistent with LI, Lu, and Phl”lpS (2018) and
- - . Notes: (i) Control includes natural log of total assets, cash, profitability, book leverage, R&D to sales, firm :
hlgh Uncertalnty. age, and stock return volatility (ii) Models under instrument variable approach are based on coarsened exact Lagaras’ and Marga”ta (2016)
e Positive impact of nghtl an persona“ty traits. matched (CEM) sample (iii) Founder CEQ status is instrumented by fraction of founders’ death prior sample

period.
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