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Abstract

We examine how CEO narcissism affects firm innovation ambidexterity—the
relatively balanced development in existing domains through exploitative
innovation and in new domains through exploratory innovation. We theorize
that firms led by more narcissistic CEOs are less likely to achieve innovation
ambidexterity than those led by less narcissistic CEOs. Drawing on the trait
activation theory, we further argue that this negative relationship is strongest
when the CEO's power is intermediate and when the firm's reputation in the
market is intermediate. Our analyses of a large-scale onsite survey collected
from 132 Chinese firms, matched with their archival patent information, sup-
port our hypotheses. Our study first sheds new light on the existing literature
on the influence of firm managers on innovation ambidexterity by considering
their different personalities. Second, this study contributes to the strategic lead-
ership research on CEO narcissism by extending its implications to innovation
ambidexterity as a new organizational outcome. Third, our study indicates that
narcissistic CEOs' priority orders to chase the two conflicting needs—that is,
the need to dominate decision-making and the need for acclaim—vary in dif-
ferent scenarios. This finding thus challenges the assumption in prior CEO
narcissism research that the behavioral manifestations of narcissistic personali-
ties' different facets are the same regardless of the contextual scenarios.
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I don't want to make an incremental change in

some technology in my life. I want to create a 1 |

INTRODUCTION

whole new technology, and one that is aimed at

helping humanity at all levels regardless of geog-
raphy or ethnicity or age or gender.
—Elizabeth Holmes, Founder and CEO of

Firms face contradictory demands to carry out explor-
atory versus exploitative innovation (March, 1991).
Research has found that firms that outperform others are

Theranos. often those that have innovation ambidexterity—the
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relatively balanced development in existing domains
through exploitative innovation and in new domains
through exploratory innovation (He & Wong, 2004; Wei
et al., 2014). Prevailing research suggests that the successful
reconciliation of the exploitation—exploration tension
requires top managers to serve as the integrative lynchpin
that embraces paradoxical cognition toward ambidexterity
(Lin & McDonough III, 2014; Smith, 2014; Smith &
Tushman, 2005). However, prior studies have overlooked
how firm CEOs' distinct personalities may affect the way
they manage the exploration-exploitation paradox.

Narcissism has long been suggested as a fundamental
personality trait in strategic leadership studies, especially
given its effect on firm innovation (Kashmiri et al., 2017;
Stock et al., 2019). Prior research has shown narcissistic
CEOs' tendencies to focus on either exploratory (Gerstner
et al, 2013) or exploitative approaches (Zhu &
Chen, 2015a) in their strategic decisions. Yet, it remains
an open question as to how narcissism affects CEOs in
balancing the trade-offs between exploratory and exploit-
ative activities. This is an important missing link because
overemphasis on exploitation resulting from narcissistic
CEOs' sense of superiority and overconfidence about the
firm's past strategies may cause firms to fall into the com-
petency trap (Levitt & March, 1988), while narcissistic
CEOs' bold exploratory behaviors to make radical
changes, as illustrated by the above epigraph from Thera-
nos CEO Elizabeth Holmes, may cause firms to expend
the bulk of their resources chasing “castles in the air.”
Therefore, specifying the influences of CEO narcissism
on innovation ambidexterity sheds important light on
current research about how to better manage firm
innovation.

In this study, we posit that CEOs with high narcissis-
tic tendencies are less likely to lead their firms to attain
innovation ambidexterity because their narcissism may
work against the three main necessary conditions needed
to attain ambidexterity (O'Reilly & Tushman, 2011):
(1) the composition of a behaviorally integrated top man-
agement team (TMT) that makes joint decisions to deal
with the contradictions between exploitation and explo-
ration (Lubatkin et al., 2006); (2) a decentralized organi-
zational structure that separates exploitation units from
exploration units and empowers different managers to
oversee their respective strategies (Siggelkow &
Levinthal, 2003); and (3) CEOs' paradoxical cognition
and behaviors that embrace contradictions (Smith &
Tushman, 2005).

Moreover, following Chatterjee and Pollock’s (2017)
conceptualization of the overarching yet potentially con-
flicting needs of narcissistic CEOs (i.e., the need to domi-
nate decision-making and the need for acclaim) and Tett
and Guterman's (2000) trait activation theory, we identify

Practitioner points

« Firms with narcissistic CEOs are less likely to
achieve innovation ambidexterity—that is, the
relatively balanced development in existing
product domains through exploitative innova-
tion and in new product domains through
exploratory innovation. Companies should be
cautious about how their CEO's mental model,
biased along certain lines by narcissistic needs,
may hamper the firms in achieving innovation
ambidexterity.

« The negative effect of CEO narcissism on firm
innovation ambidexterity is strongest when the
power of the CEO in the firm is intermediate.
The board of directors should be aware that
they can enhance their own role in building an
ambidextrous organization through carefully
matching the level of power that the CEO may
acquire to the CEO's level of narcissistic traits.

« When the reputation of the firm in the market
is intermediate, the negative effect of CEO nar-
cissism on firm innovation ambidexterity also
reaches the highest level. Firms need to estab-
lish a strong culture that emphasizes team
spirit to prevent a narcissistic CEO from misat-
tributing that success largely to his/her contri-
butions. In so doing, firms may better protect
themselves from CEO narcissism-based deci-
sions that negatively impact innovation
ambidexterity.

CEO power and firm reputation as two contingencies
that exert quadratic moderating effects on the relation-
ship between CEO narcissism and innovation ambidex-
terity. Specifically, the negative effect of CEO narcissism
on innovation ambidexterity is strongest when the CEO's
power is intermediate and when the firm has an interme-
diate reputation in the market. Based on our analysis of a
dataset we collected on-site with paper-pencil surveys
and the archival patent data from 132 firms in China, our
results strongly support our predictions.

This study makes three important contributions.
First, we extend the research on the antecedents of
innovation ambidexterity by exploring the effect of
CEO narcissism. Lin and McDonough III (2014) have
argued that decision-makers’ paradoxical cognition and
behaviors influence innovation ambidexterity. Yet,
how such cognition and behaviors might be formed or
hindered remains unaddressed. Our research takes a
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pioneering step to consider this issue and shed light on
the psychological antecedents of the innovation ambi-
dexterity literature.

Second, our study contributes to strategic leadership
research by extending the implications of CEO narcissism
to a new organizational outcome—that is, innovation
ambidexterity. Although prior studies have examined the
effects of CEO narcissism on firm innovation, their con-
clusions were inconsistent. For example, Kashmiri et al.
(2017) suggested that narcissistic CEOs are more likely to
conduct radical innovation in a firm's product portfolios
(i.e., exploration). In contrast, Zhu and Chen (2015a)
documented that narcissistic CEOs are more likely to
make decisions on the basis of existing rationales
(i.e., exploitation). In addition, a recent meta-analysis by
Cragun et al. (2020) found mixed evidence for the effect
of CEO narcissism on innovation, suggesting that how
CEO narcissism influences innovation is context depen-
dent. To disentangle these inconsistent findings in the lit-
erature, we take an integrative approach by examining
how CEOs' narcissism affects their decision-making on
balancing exploratory and exploitative activities.

Third, our findings complement current understand-
ings of the boundary conditions under which CEO nar-
cissism affects firm outcomes. Despite longstanding
efforts to understand the role of CEO narcissism in strate-
gic leadership, researchers have implicitly assumed that
the distinct behavioral manifestations of narcissistic per-
sonalities' different needs are the same in different situa-
tions (e.g., Tang et al., 2018; Zhu & Chen, 2015b). Using
trait activation theory (Tett & Guterman, 2000), we
develop a fine-grained theorization on how narcissistic
CEOs prioritize their pursuits for the two overarching yet
potentially conflicting needs differently in different sce-
narios. This study thus responds to the recent call for a
more nuanced approach to study CEO narcissism that
draws on trait activation theory to understand the trig-
gers of narcissistic behaviors (Cragun et al., 2020).

2 | THEORY AND HYPOTHESES

2.1 | Managing ambidexterity: The role
of top managers

The concept of ambidexterity in organization research
was first presented by Duncan (1976), who suggested that
an ambidextrous firm can be aligned in simultaneously
managing current business demand and adapting to envi-
ronmental changes. March (1991) noted that a firm's abil-
ity to manage the trade-offs between exploiting existing
assets and exploring new technologies is central to its sur-
vival. Findings in follow-up empirical studies have

NNOVATION MANAGEMENT

supported this argument and determined that firms may
achieve better performance outcomes if they can recon-
cile the competing demands of exploitation and explora-
tion and maintain relative balance between them
(e.g., Cao et al., 2009; He & Wong, 2004).

The simultaneous pursuit of exploration and exploita-
tion inevitably creates internal competition for firm
resources, which leaves a challenging paradox for man-
agers to reconcile (Smith, 2014). O'Reilly and Tushman
(2011) highlight the important role of the top managers
in managing the inherent tensions associated with ambi-
dexterity, indicating that firms' failed efforts at achieving
ambidexterity stem from top managers' inabilities to
reconfigure and reallocate existing resources between
exploration and exploitation.

Three main necessary conditions have been indicated
by previous research to underpin top managers' success
in attaining innovation ambidexterity. First, TMTs need
to be behaviorally integrated (Sidhu et al., 2004; Simsek
et al., 2005). This requires the CEO to build a consensus
implicitly or explicitly with other TMT members regard-
ing how to deal with the contradictory decision-making
processes that underpin the attainment of ambidexterity,
including a high-quality exchange of information, a joint
decision-making climate, and collaborative leadership
behaviors. Hambrick (1994) argued that these mutually
reinforcing dynamics, which reflect the TMT's wholeness,
are highly influential in promoting open discussion of
existing and new market opportunities, creating a more
receptive and supportive climate to generate ideas, and
facilitating the TMT to uncover ways to pursue new
markets while reinforcing existing ones (Lubatkin
et al.,, 2006). Conversely, without close interaction in
making exploration and exploitation decisions, TMT
members are more likely to focus only on the areas for
which they are responsible and thus to recklessly com-
pete for resources to solve the dissonance they may be
facing individually. At this extreme, hampered by infre-
quent and highly distilled communications, the TMT is
fragmented (Hambrick et al., 2001), which detracts from
the integration of contradictory knowledge and is there-
fore detrimental to the development of an ambidextrous
innovation strategy (Lubatkin et al., 2006).

Second, attaining ambidexterity requires a deliber-
ately designed organizational structure that segregates
exploitation units from exploration ones (Smith, 2014)
and, more important, a decentralized leadership, wherein
CEOs empower different senior managers in various
units and allow them to oversee their own strategies for
either refining existing products and technologies or
exploring new ones (Siggelkow & Levinthal, 2003). In
this way, managers with distinct tasks to either exploit or
explore suffer fewer burdens from the contradictions
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between the two (Levinthal & March, 1993), which
allows these managers to discretionally assign appropri-
ate members with distinct expertise to different exploiting
and exploring tasks that often require different knowl-
edge and skills (Leonard-Barton, 1992).

Third, attaining innovation ambidexterity demands
CEOs' paradoxical cognition and behaviors that embrace
contradictions (Smith & Tushman, 2005). This requires
CEOs to have the motivation and ability to identify, dis-
entangle, and embrace a range of seemingly contradic-
tory goals within the firm. On one hand, CEOs with
paradoxical cognition can recognize the contradictory
interests between exploitation and exploration and are
more willing to support having differentiated organiza-
tional units pursue them. On the other hand, they can
synchronize the differentiated pursuits of exploitation
and exploration by cooperating with managers across dif-
ferent units to accommodate their contradictory agendas
and collaborating with managers across different hierar-
chical levels to unify those seemingly contradictory goals
(Smith & Tushman, 2005). Mom et al. (2009) indicate
that communicating with managers in different organiza-
tional units within the firm helps the development of
CEOs' paradoxical thinking abilities. In addition, inten-
sive communications provide CEOs with opportunities
to refine their knowledge base through learning from
those who have different expertise (Henderson &
Cockburn, 1994), which in turn helps CEOs make the
most appropriate resource allocation shifts between the
differentiated exploitation and exploration units. In sum,
to attain innovation ambidexterity, CEOs need to work
toward ensuring the above conditions are met.

2.2 | CEO narcissism

Narcissism is a fundamental personality trait character-
ized by grandiosity and impulsiveness, an inflated view
of one's abilities (i.e., superiority and arrogance), a ten-
dency to use others to advance one's own self-interest
(i.e., exploitativeness), and a sense of entitlement
(Campbell, 1999; Emmons, 1987). Previous research has
revealed profound effects of narcissistic CEOs on the
behaviors and outcomes of their firms (e.g., Chatterjee &
Hambrick, 2007, 2011; Gerstner et al., 2013). Building on
Morf and Rhodewalt's (2001) notion on the “paradox” of
narcissism (i.e., narcissists have a grandiose yet vulnera-
ble self-image), a recent theoretical advancement by
Chatterjee and Pollock (2017) theorizes that narcissistic
CEOs' behaviors are directed by two overarching yet
potentially conflicting needs: the need to dominate
decision-making and the need for acclaim.

On one hand, narcissistic CEOs tend to dominate
decision-making because they view themselves as
extraordinarily talented and their competence, knowl-
edge, and experience as superior to others’ (Chatterjee &
Hambrick, 2007). Therefore, they are highly confident
and believe they alone can make the best decisions for
the organization (Farwell & Wohlwend-Lloyd, 1998).
Such a strong need to dominate decision-making influ-
ences the way they interact with others within the firm,
such as they appear easily in dominating others, are less
motivated to build intimate interpersonal relationships
within the TMT, show less gratitude to subordinates, and
lack a communal and cooperative spirit in general
(Bradlee & Emmons, 1992; Farwell & Wohlwend-
Lloyd, 1998). Meanwhile, the desire to dominate
decision-making motivates narcissistic CEOs to design a
centralized organizational structure that retains decision-
making authority at the very top of the hierarchy
(Chatterjee & Hambrick, 2007).

On the other hand, narcissists have a strong need
for acclaim because their vulnerable self-image
motivates them to acquire sustaining “narcissistic sup-
ply” (Kernberg, 1975). It follows that they are highly
motivated to seek external reinforcement for their
inflated self-perceptions (Morf & Rhodewalt, 2001).
Therefore, narcissists tend to be addicted to positive feed-
back to validate their outsized self-image and discount
the validity of differing voices, even when the differing
opinions are reasonable (Tracy & Robins, 2004). It fol-
lows that narcissistic CEOs process information with
selective bias: they accept ideas that enhance their own
self-image and ignore those that do not. Such an
information-filtering process further reinforces their sense
of superiority and validates the decisions they have made
before. Moreover, because the boundaries between their
public and private selves are blurred, narcissistic CEOs are
more likely to attribute the success of the firm to their own
personal qualities than others are (Chatterjee &
Pollock, 2017). Therefore, even when it does not mention
narcissistic CEOs personally, feedback that contains positive
evaluations about the firm is construed by them as acclaim-
ing their own superior personal qualities.

Building on these premises, in developing the rest of
our theory, we first explain why CEOs' narcissism is det-
rimental to innovation ambidexterity by arguing that the
trait works against the three necessary conditions we
have noted above. Next, as prior literature has argued, it
may not be feasible for narcissistic CEOs to simulta-
neously pursue the need to dominate and the need
for acclaim because the drives potentially conflict
with each other (Chatterjee & Pollock, 2017; Morf &
Rhodewalt, 2001). Therefore, we posit that the extent to
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FIGURE 1 Proposed relationships between CEO narcissism, innovation ambidexterity, CEO power, and firm reputation

which narcissistic CEOs need to dominate others and
need acclaim varies in different scenarios, which moder-
ates the relationship between CEO narcissism and inno-
vation ambidexterity. Figure 1 depicts the hypothesized
relationships of our study.

2.3 | Detrimental effect of CEO
narcissism on innovation ambidexterity

We envision that narcissistic CEOs have detrimental
effects on the innovation ambidexterity of their firms.
First, TMTs with narcissistic CEOs are less likely to reach
a consensus to resolve needed exploration—exploitation
trade-offs through joint decision-making processes. Nar-
cissistic CEOs' strong need to dominate decision-making,
which is rooted in their inflated self-view of superiority
and entitlement, prohibits any free and equal exchange
of information and ideas within the TMT. Such CEOs
prefer to make decisions based on their own interpreta-
tions of the firm's status quo and may fail to create an
atmosphere for open discussion regarding existing and
new market opportunities. As a result, key information
related to emerging market opportunities cannot be
raised and discussed in TMT meetings. For example, sup-
pose a senior marketing manager sees an opportunity to
develop a new product that could bring the firm into a
new market. This manager might naturally feel reluctant
to raise the information she has collected and propose
this new product development idea to the narcissistic
CEO because in her experience the CEO feels so strongly
about making decisions on his own that he will not listen
to her. This notion is consistent with Chatterjee and Pol-
lock's (2017) argument that narcissistic CEOs structure
the TMT not to gain feedback but to help them keep con-
trol. It is also in line with O'Reilly et al.'s (2021) sugges-
tion that narcissistic leaders prefer and tend to create
organizational cultures that are less collaborative.

Second, narcissistic CEOs do not prefer a decentra-
lized organizational structure, as this would make it more
difficult for them to control decision-making and to gain
acclaim from subordinates. As noted earlier, attaining
ambidexterity requires a firm to separate the units dedi-
cated to exploiting from those that are dedicated to
exploring and to empower different senior managers to
oversee the distinct innovation strategies of their own
units (Siggelkow & Levinthal, 2003). Nevertheless, narcis-
sistic CEOs are less likely to structure their organizations
in this way. This is because although empowering differ-
ent senior managers with distinct tasks releases them
from the burden of balancing exploitation and explora-
tion, this arrangement makes the CEO responsible for
reconciling all the contradictions and competing
demands of the two. In this situation, a narcissistic CEO
is likely to face more questions from managers of differ-
ent units, forcing the CEO to explain the reasons for their
resource allocation decisions. Although such questions
and debates could provide opportunities for CEOs to
review their exploitation-exploration related decisions,
narcissistic CEOs may view them negatively because they
perceive different voices as threats to their acumen and
challenges to their self-esteem (Resick et al., 2009). To
avoid these potential threats (i.e., threats of inability in
making decisive decisions and in gaining acclaim on
their “wise” decisions), narcissistic CEOs are likely to
directly make decisions on the firms' innovation strate-
gies or find a loyal cadre of lieutenants, from whom they
can always acquire applauses, to make decisions on their
behalf to facilitate implementation of their directives
(Chatterjee & Pollock, 2017). As such, narcissistic CEOs'
preferences of making decisive decisions on their own
and their inclinations to avoid self-esteem being chal-
lenged by others impede them from reconciling the
trade-offs between exploitative and exploratory innova-
tion activities, which in turn is harmful for the firm to
attain relative balance between them.
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Third, narcissistic CEOs are less willing and able to
renew their knowledge base and develop paradoxical
thinking abilities. As we discuss earlier, narcissistic CEOs
tend to over-evaluate the status quo of their firms and
make decisions accordingly. Meanwhile, their high need
for acclaim also makes them tend to attribute highly eval-
uated firm performance to their own superior abilities
(Chatterjee & Hambrick, 2011). Therefore, in the case
where an existing innovation strategy (i.e., either exploi-
tation or exploration) has generated positive outcomes
for the firm, narcissistic CEOs" high need for acclaim
makes them not only prone to misattribute positive firm
performance solely to their own ability but also “hear
what they want to hear” from the biased information
source they rate favorably (Zhu & Chen, 2015a), which
causes them firmly believe that their decisions have been
correct. This further reinforces narcissistic CEOs' motiva-
tion to pursue the current innovation strategy, which
they believe can continue to attract the limelight and
gain others' acclaim. For example, Maccoby (1999) argue
that the downfall of the revolutionary factory design in
Volvo could be attributed to the narcissism of its CEO,
Pehr Gyllenhammar, because his grandiose self-sense
and the overestimation of his past success make him to
keep deaf to the concerns from other top managers.
Whereas in the situation when the existing innovation
strategy produces a weak or negative outcome that devi-
ates from their expectations, narcissistic CEOs will start
to make bold changes and tend to go to the other extreme
to restore their fragile self-view because they may feel
excessively distressed when the firm receives negative
evaluations as they tend to take negative feedback per-
sonally, as it cuts off the acclaim they crave (Chatterjee &
Hambrick, 2007). Therefore, narcissistic CEOs are more
likely to pursue extreme innovation strategies that often
fluctuate between the two extremes of the exploration-
exploitation continuum than their less narcissistic coun-
terparts. Therefore, we propose the following:

Hypothesis 1. CEO narcissism negatively
affects the innovation ambidexterity of the firm.

2.4 | Moderating effects of CEO power
and firm reputation

Like other personality traits, an individual's narcissism is
an intraindividually consistent and interindividually dis-
tinct “propensity” (Emmons, 1987) whose behavioral
manifestation requires arousal by trait-relevant situa-
tional cues (Tett & Guterman, 2000). That is, trait-
relevant factors in different situations determine the
effect of individuals' disposition on their behaviors

(Mischel & Shoda, 1995). Accordingly, we expect that the
relationship between CEO narcissism and innovation
ambidexterity is contingent upon different situational
cues, which affect narcissistic CEOs' priority order in
chasing domination on decision-making and/or acclaim
from others. To the extent that their desires for these two
needs are in a combined/compromising manner, the
more/less the narcissistic behaviors will be manifested
and, thus, the stronger/weaker the negative relationship
between CEO narcissism and innovation ambidexterity
will be. Following this logic, we examine the moderating
effects of two situational cues highlighted in the literature
as potential contextual factors that shape the effects of
CEO narcissism: the relative power of the CEO in the
TMT, and firm reputation, which impacts the social
praise the CEO receives (Cragun et al., 2020).

In developing our first hypothesis, we have proposed
that CEO narcissism is detrimental to firms' attainment
of innovation ambidexterity because narcissistic CEOs'
strong need to dominate others and receive acclaim
influences how they make decisions, construct the firm's
organizational structure, and deal with exploitation-
exploration trade-offs. However, the “paradox” notion of
narcissism (Morf & Rhodewalt, 2001) indicates that nar-
cissistic CEOs' need to dominate may conflict with their
need for acclaim because “those who feel dominated and
are treated callously are unlikely to praise narcissistic
CEOs and grant them the acclaim they desire”
(Chatterjee & Pollock, 2017, p. 706). Therefore, there may
exist a trade-off in chasing domination and acclaim for
narcissists such that when they prioritize on chasing one
of the two types of needs, they may compromise on chas-
ing the other one. In such cases, narcissistic behaviors
are mainly driven by the desire to pursue one type of
need (either to dominate or for acclaim) and there will be
less consequential effects compared to the situations
where narcissistic behaviors manifest in pursuing both
the need to dominate and the need for acclaim. There-
fore, instead of assuming that narcissistic CEOs' tendency
to chase the two types of needs is unitary, we argue that
the extent to which narcissistic CEOs desire domination
versus acclaim varies in different scenarios.

24.1 | The moderating effect of CEO power

We propose that the negative relationship between CEO
narcissism and innovation ambidexterity is strongest
when the CEO's power in the TMT is intermediate, com-
pared with when it is either comparatively low or high.
The rationale that underpins this quadratic moderating
effect is based on the premise that less-powerful CEOs
cannot fully infuse their personal inclinations into firm
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decision-making processes (Finkelstein, 1992; Finkelstein
et al.,, 2009). From a CEO-TMT dynamics perspective,
power is a zero-sum game, and a CEO with less power in
the firm implies the existence of a more powerful TMT
(Anderson & Brown, 2010). The existence of equally or
even more powerful TMT members poses a grievous
threat to narcissistic CEOs' grandiose self-view, which in
turn evokes their self-protection desires to “win out” over
their social rivals in their minds (Resick et al., 2009).
More importantly, in this situation, narcissistic CEOs
often try to dominate others in a callous and hostile man-
ner, resulting in that they may hold low expectations to
obtain applause from them (Morf & Rhodewalt, 2001).
Therefore, in a situation where the narcissistic CEO is
less powerful, chasing the need to dominate others
becomes his or her first priority and the need for acclaim
comes next. That is, because there is a trade-off between
pursuing domination and acclaim (Chatterjee &
Pollock, 2017), and when a narcissistic CEO's power is
low, he or she will primarily focus on dominating others,
but compromise on chasing after acclaim.

Conversely, if a narcissistic CEO's relative power is
much higher than that of other TMT members, the CEO
can easily impose his or her will on firm decisions. In this
situation, the narcissistic CEO is in a psychologically safe
state and he/she will put all the efforts into gaining
acclaim from others while putting the pursuit of domina-
tion in a less important place. For instance, they may
strategically and hypocritically construct their interper-
sonal relationships or even use soft influence techniques
(such as ingratiation, flattery and so on) to gain social
praises from others (Chatterjee & Pollock, 2017). As a
result, the behavioral tendencies of CEO narcissism
abate. In contrast, when the power of the narcissistic
CEO is intermediate, the levels of priority to pursue the
need to dominate decision-making and the need for
acclaim are relatively equal to the CEO. Therefore, their
combined effects further fuel the behavioral expressions
of the CEO's narcissistic inclinations.

In summary, when narcissistic CEOs possess a mod-
erate level of power, the combined prioritization effect of
chasing both the need to dominate and the need for
acclaim makes their narcissistic dispositions and behav-
ior more thoroughly compared with when such CEOs
have comparatively little or great power, and conse-
quently has a greater negative effect on firm decision-
making. Therefore, we propose that the detrimental effect
of CEO narcissism on a firm's likelihood of attaining
innovation ambidexterity is strongest when a narcissistic

!Figure S1 visually demonstrates the underlying logic of the curvilinear
moderating effect of CEO power. We thank the reviewers for their
constructive suggestions on this point.
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CEO's power is intermediate. Accordingly, we propose
the following:

Hypothesis 2. The negative relationship
between CEO narcissism and a firm's innova-
tion ambidexterity is strongest when the CEO’s
power is intermediate.

2.4.2 | The moderating effect of firm
reputation

We further propose that the negative relationship
between CEO narcissism and innovation ambidexterity is
strongest when the firm has an intermediate reputation
in the market, compared with when the firm's reputation
is significantly better or worse. Firm reputation, defined
as the public recognition and the market and social
approval of a firm (Parker et al., 2019; Zavyalova
et al., 2016), reflects the extent of a firm's overall image
in the eyes of its main stakeholders. Previous research
has suggested that narcissists cannot distinguish their
public selves from their private selves, so that success or
failure in one of their identity domains spills over into other
domains in their lives (Emmons, 1987). Thus, narcissistic
CEOs tend to attribute the positive evaluations received by
the firm to their own personal qualities and express exces-
sive pride, but construe negative evaluations of the firm as
commentary on their own personal defects and suffer con-
siderable distress (Chatterjee & Pollock, 2017).

When the firm's reputation is low, narcissistic CEOs
tend to experience the negative external evaluations as a
threat to their fragile self-esteem, and their behavioral
manifestation on chasing the need for acclaim will corre-
spondingly be set to the highest degree for obtaining the
“narcissistic supply” they require (Kernberg, 1975) to
minimize the reputational deficits. With their highest
motivation being to gain praise, they compromise on
chasing the need to dominate others because they may
grasp that those who feel dominated will be less likely to
praise them (Chatterjee & Pollock, 2017). That is, the
strong need for acclaim may lead narcissistic CEOs to
hypocritically affiliate themselves with others in and out
of organizations (Chatterjee & Hambrick, 2011), even
though doing so may make them feel out of control.
Therefore, when a narcissistic CEO's firm reputation is
low, his or her behavioral motivations to pursue the need
for acclaim will raise, while the inclinations to pursue
the need to dominate others will be mitigated. In con-
trast, Morf and Rhodewalt (2001) suggest that narcissists
who have been granted great acclaim will turn to pursue
dominating others. Therefore, when the firm attains a
high reputation, a narcissistic CEO may perceive that
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such a high reputation can be entirely attributed to his or
her superiority, and the acclaim and the limelight should
go exclusively to the CEO. In this situation, the excessive
sense of pride brought on by the firm's high reputation
provides the “narcissistic supply” the CEO desires, and
he or she will then devote more effort to gaining domina-
tion rather than acclaim.

However, when the firms' reputation is intermediate,
the levels of priority to pursue the need to dominate
others and the need for acclaim are relatively equal to the
narcissistic CEO. Therefore, their combined effects fur-
ther fuel the behavioral manifestations of the CEO's nar-
cissistic inclinations, to the detriment of meeting the
conditions to attain innovation ambidexterity.” Thus, we
propose that the negative effect of CEO narcissism on
innovation ambidexterity is strongest when the reputa-
tion of the narcissistic CEO's firm is intermediate. In
sum, we posit the following:

Hypothesis 3. The negative relationship
between CEO narcissism and a firm's innova-
tion ambidexterity is strongest when the firm's
reputation is intermediate.

3 | METHODS

3.1 | Sample and data

We conducted our analyses based on a dataset we col-
lected through a large-scale onsite survey in 2015. Our
sample firms were randomly drawn from 17 industrial
towns in an eastern province of China. To conduct the
survey, we first visited the government web pages of all
the counties, cities, and towns of the province to obtain
local industrial information. We also visited the prov-
ince's Small and Medium Enterprise Bureau website,
which lists 100 key clusters of industrial townships.
Using this list and the description of each town on the
webpage, we identified 170 typical industrial towns, from
which we drew our sample.

Second, we randomly selected 17 industrial towns
(10%) as our target data source. To facilitate high
response rates (Gupta et al., 2000), we first communi-
cated with the directors of the municipal governments
to explain our research plan. They all convened a meet-
ing with the directors of industrial departments from
the selected towns in their jurisdictions. We attended
these meetings to learn about local industrial

2Figure S2 visually demonstrates the underlying logic of the curvilinear
moderating effect of firm reputation. We thank the reviewers for their
constructive suggestions on this point.

characteristics and discuss the survey timeline. After
receiving a list of local firms, we randomly selected
10 firms in each town to survey. We prepared different
questionnaires for the CEO and CFO in each firm. For
each firm, we gathered the respondents in one meeting
room onsite to conduct the survey. If there were any
absentees, we left our business cards, survey question-
naires, and self-addressed stamped envelopes for them
to return their filled survey questionnaires through
the mail.

Among the 170 randomly selected firms (10 firms
each from 17 towns), 159 firms participated in our sur-
vey. In each of these 159 firms, the CEOs and CFOs
were given questionnaires. However, the returned
questionnaires from 27 firms lacked key information
necessary to match the independent variable with the
moderators. Therefore, the final sample for hypothesis
testing was comprised of 132 firms, including 264 senior
managers, with a response rate of 83%. The firms in
our final sample had an average age of 11.42 years,
average total assets of 267.33 million RMB, average
profits of 13.66 million RMB in 2014, average R&D
intensity of 35%, and an average TMT size of 3.52.
Approximately 83% of the CEOs were male, 64% were
middle-aged (36-50 years old), and 59% had bachelor's
degrees or above. Following Poppo and Zhou (2014),
we conducted a nonresponse bias analysis. The results
of a multiple analysis of variance showed no systematic
difference between nonrespondent and respondent
firms in our final sample in terms of industrial type,
firm age, or number of employees (Wilks' A = 0.98;
F =1.13; p > 0.10). Thus, nonresponse bias was not an
issue in our study.

3.2 | Measures

3.21 | Dependent variable

Given that patent-based data are widely accepted as indi-
cators of objective innovation output (Boone et al., 2019),
we followed prior studies and used a two-step approach
to create the measure of innovation ambidexterity by
using firm patent information filed in 2016, 1 year after
the 2015 survey data that we used to measure our inde-
pendent variable (Guan & Liu, 2016; Lin et al., 2007;
Zhou et al., 2017). We obtained the patent information
from the China National Intellectual Property Adminis-
tration (CNIPA). In the first step, adopting well-
established procedures (Gilsing et al., 2008; Guan &
Liu, 2016), we focused on the identification of a firm's
new and old technologies and distinguished whether
each patent granted to a firm should be classified as an
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exploitative or an exploratory patent based on its techno-
logical class (i.e., the four-digit International Patent Clas-
sification [IPC] code it was assigned; Gilsing et al., 2008;
Guan & Liu, 2016). To do this, we compiled a firm's tech-
nology profile by listing all its patents’ technological clas-
ses in the previous 5 years (i.e., from 2011 to 2015). To
distinguish exploitative and exploratory patents, we
matched the patent class of a focal patent in 2016 with
those already in a firm's technology profile. Following
previous research (e.g., Gilsing et al., 2008; Guan &
Liu, 2016), we classified a patent as exploitative if its pat-
ent class is already present in its technology profile, and
as exploratory if its patent class is new to the firm. To
measure a firm's exploitation and exploration, then, we
separately calculated the total numbers of explorative
and exploratory patents.

In the second step, following prior studies (He &
Wong, 2004; Uotila et al., 2009), we used the following
formula to measure innovation ambidexterity by captur-
ing the relative balance between exploration and
exploitation:

exploration — exploitation

Innovation ambidexterity =1 — |

exploration + exploitation

This measure captures the extent to which a firm
achieves relative balance between exploration and exploi-
tation of its innovation activities, and is therefore consis-
tent with the conceptualization of our dependent variable
in this study.®> According to prior studies (Uotila
et al., 2009; Wei et al., 2014), a value of 1 or —1 for the
ratio of the difference between exploration and exploita-
tion to the sum of exploration and exploitation indicates
that a focal firm has only exploratory or exploitation pat-
ents, respectively, while a value between —1 and 1 of the
ratio indicates a mix of exploration and exploitation. To
facilitate explanation, we operated innovation ambidex-
terity by subtracting the absolute value from 1 (Uotila
et al., 2009). Thus, the larger the number of this measure,
the closer the firm is to attaining innovation ambidexter-
ity, and this measure ranges from 0 to 1. In an additional

*We measured innovation ambidexterity based on its balanced
dimension rather than the combined dimension (Cao et al., 2009) for
the following two reasons: First, we focused on the managers' effect on
managing the trade-offs between exploitation and exploration, based on
March's (1991) view that these two activities compete for resources and
managerial attention. Second, most of our sample firms were small- to
medium-sized firms (SMEs) that lacked adequate resources. Cao et al.
(2009) indicated that for resource-constrained firms, achieving relatively
balanced ambidexterity is more beneficial than the combined
dimension of ambidexterity. Therefore, firms in resource-constrained
contexts may need to put more effort into attaining balanced
ambidexterity and managing the trade-offs between exploration and
exploitation demands.

NNOVATION MANAGEMENT = ==

analysis, we used an alternative measure to capture inno-
vation ambidexterity by calculating the absolute differ-
ence between exploration and exploitation—that is,
|exploration — exploitation| (Cao et al., 2009; He &
Wong, 2004). The results were consistent with those in
our main analysis.

3.2.2 | Independent variable

Following a well-established method used in previous
studies (e.g., Carlson et al., 2011; Cooper & Pullig, 2013;
Liu et al., 2017), we used the self-report Narcissistic Per-
sonality Inventory-16-item scale (NPI-16) adapted from
Ames et al. (2006) to measure CEO narcissism. This scale
was presented in a forced-choice format by asking CEOs
to choose between very narcissistic statements (coded as
1; e.g., “I think I am a special person,” “I like to be the
center of attention”) and non-narcissistic alternatives
(coded as 7; e.g., “I am no better and no worse than most
people,” “I prefer to blend in with the crowd”). To facili-
tate our interpretations, we reversed the measure by sub-
tracting the score from 8, so that a higher value indicates
greater CEO narcissism. The scale has been widely used
in the context of China (e.g., Zhang et al., 2017), and its
reliability coefficient in our study was 0.88.

3.2.3 | Moderators

We measured CEO power by integrating three indicators
(CEO pay disparity, formal CEO title, and CEO tenure),
which have been well established in prior research
(Finkelstein et al., 2009; Zhu & Chen, 2015a) and adapted
according to our research context. CEO pay disparity was
calculated by using the ratio of the CEO's total compen-
sation divided by that of the second-highest-paid execu-
tive in the focal firm. The objective data were obtained
from firm CFOs. This measure is an indicator of a CEO's
structural power in a firm (Finkelstein, 1992) and has
been widely used in the literature (e.g., Hambrick &
D’Aveni, 1992; Ou et al., 2018). Among our study's CEOs,
it ranged from 0.33 to 100, with a mean of 3.64
(SD = 12.86).

The self-reported formal CEO title, which is a
context-specific indicator in our study, was measured by
using a dummy variable equal to 1 if he/she has the sub-
stantive authority to make daily strategic decisions and is
formally titled as “CEO” in the firm. It is equal to O if
he/she only serves in the role of CEO (i.e., he/she has the
substantive authority to make decisions) but is titled as
“Deputy-CEO,” “Vice-President,” or another equivalent
title instead of “CEO.” Both the former and latter have
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the right to make substantive daily strategic decisions for
the firm, but the power of the latter is constrained by the
firm's formally titled “CEO” who has a monitoring role
in the firm but is not directly involved in its daily opera-
tion. This is in line with the well-established argument
that a formal title such as CEO signifies the relative
power of an executive versus other managers, no
matter what job duties they perform (Haleblian &
Finkelstein, 1993; Harrison et al., 1988). The phenome-
non of formally titled CEOs who do not involve them-
selves in daily decisions is not unusual in Chinese firms,
as these firms are, to a large extent, small- to medium-
sized firms and/or family-owned firms which have ill-
defined corporate governance structures (Nee &
Opper, 2012). The mean of managers having the formal
CEO title was 0.44 (SD = 0.50), with a min of 0 and a
max of 1.

Self-reported CEO tenure was measured by the num-
ber of years an executive served as the focal company's
CEO (Wade et al., 1990). Those respondents who were
substantive decision-makers but without a formal CEO
title recorded their tenure in their current positions. And
for those respondents whose tenures were less than
1 year, we recorded their CEO tenure as 0. The mean of
this indicator was 6.92 (SD = 5.83), with a min of 0 and a
max of 36. Finally, following Zhu and Chen (2015a), we
measured CEO power by using the sum of the standard
scores of these three indicators.

We gauged the second moderator, firm reputation, by
the firm's total number of “Famous Brand Product”
appellations officially granted it by the Administrations
for Market Regulation of China. This objective informa-
tion was obtained from the CFOs of the firms. Although
a firm may supply a series of products to the market, a
product can only be accredited as a Famous Brand Prod-
uct after substantive examinations by the market regula-
tors. Specifically, to be accredited as a “Famous Brand
Product,” a product must (a) have a high market share
and high customer satisfaction among the top tiers in
the same industry in China, (b) be from an advanced
product quality system, including an industry-leading
production environment and technical equipment, and
the adoption of advanced production standards (such
as ISO9001 or ISO14001, etc.), and (c) have a stable
positive social evaluation, such that the product has
been continuously approved as qualified in quality
audits and has had no scandals in terms of product
quality, product safety, or environmental pollution
over the past 3 years, among other criteria. Accord-
ingly, the possession of more Famous Brand Products
indicates not only that a firm can deliver more high-
quality products to the market, but also that the firm

has earned more positive evaluations from its key
stakeholders, including peers in the same industry,
customers, and governmental agencies. Therefore, total
number of Famous Brand Products captures our con-
ceptualization of the outcomes-based assessment that
enables a firm to earn a good reputation and social
approval from its environment (Parker et al., 2019;
Zavyalova et al., 2016).

3.24 | Control variables

We included a comprehensive list of control variables
that may affect firm innovation. At the firm level, we
controlled for total firm assets (in million RMB) and firm
age (i.e., the number of years since start-up) in 2015; firm
profits (in million RMB) in the past year to control for
prior performance; and R&D intensity (i.e., the ratio of
R&D expenditures to total sales) and number of R&D cen-
ters to control for the extent to which the firm engaged in
innovation. Following previous studies (Zhou &
Wu, 2010), we added two dummy variables to control for
firm ownership, Sino—foreign joint venture and foreign-
owned company, using domestic firms as the baseline.
Following Gilbert (2005), we controlled for structural dif-
ferentiation using the number of branches of the focal
firm. Moreover, we controlled for TMT size as the total
number of senior managers in the TMT. The objective
data of the above controls was obtained from firm CFOs.
We also controlled for the numbers of three types of pat-
ents in a firm: invention patent, utility model patent, and
exterior design patent (Filatotchev et al., 2011). Because
patents in China are categorized according to their
technological sophistication and innovativeness, differ-
ent patent types may account for different combina-
tions of novelty in a firm's new and old technologies,
and hence may impact the relative balance between
exploratory and exploitive innovations (Boone
et al., 2019). The information on patent types was gath-
ered from the CNIPA. We asked the CEOs to report
their gender, age, and education level. Gender is equal
to 1 for a male CEO, and 0 for a female. Age had nine
response options in five-year increments, from
(1) 25 years old or younger to (9) 60 years old or older.
Educational level had six options: (1) middle school or
below, (2) technical or high school, (3) junior college,
(4) bachelor's degree, (5) master's degree, and (6) doc-
torate. Finally, at the industry level, we followed previ-
ous studies (e.g., Poppo et al., 2016; Zhou et al., 2014)
and included two separate dummy variables (high-tech
industry and manufacturing industry) to control for
industry-specific effects.
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4 | RESULTS

4.1 | Descriptive statistics and
correlations

Table 1 presents the descriptive statistics. Correlations
with a magnitude greater than 0.17 in Table 1 were sig-
nificant at p = 0.05 level. The highest variance inflation
factor (VIF) was 5.46 (Model 6 in Table 2), below the
recommended threshold of 10 (Kleinbaum et al., 1988).

4.2 | Regression results

Table 2 presents the regression results. We used a regres-
sion with two-way clustering of standard errors at both
the town and ownership levels (Abadie et al., 2017; Cam-
eron et al.,, 2011; Cameron & Miller, 2015). We did so
because the firms in our sample are clustered in towns,
which violates the independent assumption of traditional
ordinary least squares regression (Rogers, 1993), and Chi-
nese firms (especially their innovation behaviors) are
highly resembling within the same ownership while vary
systemically across different ownerships (Liu et al., 2022;
Zhou et al., 2017). To aid interpretation, we followed pre-
vious studies and standardized the explanatory variables
in the regressions (Lawrence et al, 2019; Preacher
et al., 2006).

Model 1 in Table 2 only includes control variables.
Model 2 adds the main explanatory variables. Models 3-5
add the squared terms and the interaction terms. Model
6 is the full model. Following Tang et al. (2018), the
increasing adjusted R and significant Wald test results
for Models 2-6 jointly suggest that adding the key vari-
ables improved model fit concerning Model 1. In both
Model 2 and Model 6, CEO narcissism is significantly and
negatively associated with innovation ambidexterity
(Model 2: p = —0.028, p < 0.001; Model 6: f = —0.060,
D < 0.001). Therefore, H1 is supported.

H2 predicts that the negative relationship between
CEO narcissism and innovation ambidexterity is stron-
gest when CEO power is intermediate. Following previ-
ous studies (Suvak et al., 2002; Zhang et al., 2010), we
tested H2 in Models 4 and 6. Model 3 adds the squared
terms of CEO power and firm reputation, as well as the
two-way interactions of CEO narcissism and the modera-
tors. Model 4 then includes the interaction of CEO nar-
cissism and the squared term of CEO power to test its net
marginal effect, which was positive and significant
(# = 0.027, p < 0.001). Results in Model 6 also confirmed
this finding (# = 0.025, p < 0.01). These results jointly
suggest that CEO power shapes the relationship between
CEO narcissism and innovation ambidexterity in a
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quadratic manner (i.e., U-shaped moderating effect), sup-
porting H2.

H3 predicts that the negative effect of CEO narcissism
on innovation ambidexterity is strongest when a firm's
reputation is intermediate. Model 5 in Table 2 shows that
the coefficient of the interactions between CEO narcis-
sism and the squared term of firm reputation is positive
and significant (# = 0.027, p < 0.001). Also, this coeffi-
cient in the full model is 0.023 and significant at p = 0.01
level. It thus supports H3, indicating that the effect of
CEO narcissism on innovation ambidexterity varies
across different levels of firm reputation quadratically
(ie., in a U-shaped moderating effect).

To visualize the quadratic moderating effects, we fol-
lowed Suvak et al. (2002) and Zhang et al. (2010) and
plotted the results of the two moderating effects in Fig-
ures 2 and 3. Figure 2 shows the effect of CEO narcissism
on innovation ambidexterity across different levels of
CEO power. To create this plot, we examined the regres-
sion equations predicting innovation ambidexterity at dif-
ferent levels of CEO power. The vertical axis represents
values for the standardized regression coefficients for
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CEO narcissism predicting innovation ambidexterity, and
the horizontal axis represents the actual values for CEO
power. As shown in Figure 2, for CEOs who have a low
level of power, the negative effect of CEO narcissism on
innovation ambidexterity is weak. For instance, when
CEO power is at a value of —2 (which is 1.087 standard
deviations below the mean), the standardized coefficient
for the regression of CEO narcissism on innovation ambi-
dexterity is —0.005. As CEO power increases, this effect is
enhanced and is strongest (f = —0.050) at the level of
about 0.5 (which is 0.272 standard deviations above the
mean of CEO power). However, at higher levels of CEO
power, for instance, when CEO power is at a value of
2 (which 1.087 standard deviations above the mean), the
negative association between CEO narcissism and inno-
vation ambidexterity becomes weak again (f = —0.034).
Thus, this U-shaped graph displays the curvilinear
changes for the negative effect of CEO narcissism on
innovation ambidexterity as a function of CEO power,
corroborating our H2.

The nature of how the effect of CEO narcissism on
innovation ambidexterity varies across different levels of
firm reputation is illustrated in Figure 3. The vertical axis
represents values for the standardized regression coeffi-
cients for CEO narcissism predicting innovation ambi-
dexterity, and the horizontal axis represents the actual
values for firm reputation. As shown in Figure 3, CEO
narcissism has the strongest negative effect on innovation
ambidexterity (f = —0.075) when the firm reputation is
at a value about 2.7 (which is 1.221 standard deviations
above the mean) compared with when it is either low or
high. For instance, when firm reputation is at a level of
0 (which is 0.271 standard deviations below the mean) or
4 (which is 1.939 standard deviations above the mean),
the standardized coefficient for the regression of CEO
narcissism on innovation ambidexterity is —0.023 and
—0.062, respectively. This result indicates that although
firm reputation first amplifies the effect of CEO narcis-
sism on innovation ambidexterity, there is nonetheless a
diminution effect when it reaches the high end. Thus, H3
is supported.

4.3 | Additional analyses

We performed two additional analyses to further test our
predictions. First, we used an alternative measure of
innovation ambidexterity used in previous studies
(e.g., Cao et al., 2009; He & Wong, 2004). Specifically, we
calculated the absolute difference between a firm's explo-
ration (i.e., the number of exploratory patents) and
exploitation (i.e., the number of exploitative patents).
Ranging from 0 to 30, this absolute difference reflects the

relative imbalance between the two innovative activities,
and we operationalized innovation ambidexterity by sub-
tracting the difference score from 30 to facilitate interpre-
tation (Cao et al., 2009; Hill & Birkinshaw, 2014). After
including all the predictive variables and their interactive
terms into the regression, untabulated results show that
the coefficient estimate for CEO narcissism on innovation
ambidexterity was —3.956 (p < 0.001), and the coefficient
estimates for CEO narcissism x CEO power* and CEO
narcissism x firm reputation® were 1.911 (p < 0.10) and
1.188 (p < 0.01), respectively. Thus, our H1 and H3 were
strongly supported, and our H2 was marginally sup-
ported. Overall, this post hoc analysis suggests the results
we reported in Table 2 are robust (Jansen et al., 2012).
Second, one may argue that firms may be less likely
to hire narcissistic CEOs if they are highly committed to
innovation ambidexterity. To account for this potential
reverse causality issue, we followed extant literature
(e.g., Gligor, 2018; Kreutzer et al., 2015; Lawrence
et al., 2019) and wused an instrumental variable
(IV) method with two-stage regressions. The instrumen-
tal variables we selected are three common personality
traits of CEOs: CEO extraversion, CEO need for achieve-
ment, and CEO humility. On the one hand, CEO extraver-
sion and CEO need for achievement have been
confirmed as positively related to narcissism (Ames
et al.,, 2006; Emmons, 1987; Judge et al., 2006), while
CEO humility inhibits the development of narcissistic
traits because this metavirtue can modify the toxic
aspects of narcissism (Owens et al, 2015; Zhang
et al., 2017). On the other hand, there is no theorizing or
empirical evidence that supports the direct relationship
between CEO extraversion and CEO need for achieve-
ment on innovation ambidexterity, and research has
rejected a direct link between CEO humility and innova-
tion ambidexterity (Ou et al., 2018). Thus, the instrumen-
tal variables we selected are relevant and exogenous.
Empirically, all three instruments were significantly
correlated with our independent variable (i.e., CEO nar-
cissism) in the first-stage analysis: the coefficients of CEO
extraversion, CEO need for achievement, and CEO humility
on CEO narcissism were 0.322 (p <0.001), 0.239
(p < 0.05), and —0.189 (p < 0.01), respectively. The F-
value in the first stage was 10.94, exceeding the threshold
of 9.08 with three instruments (Kreutzer et al., 2015).
Thus, our instrumental variables are strong and valid
(Gligor, 2018; Laursen et al., 2012). The overidentification
test showed that the Sargan statistic was 0.379 (p > 0.10)
and the Basmann statistic was 0.314 (p > 0.10), support-
ing the exogeneity of our instrumental variables
(Lawrence et al., 2019; Stock & Yogo, 2005). Then, in the
second-stage analysis, we used the predicted values from
the first stage (i.e., CEO narcissism instrumented) in lieu
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of the observed values of our independent variable. The
corrected model generated consistent results with those
in our main analyses, showing that the coefficient of
CEO narcissism instrumented on innovation ambidexterity
was —0.082 (p < 0.05). In addition, following previous
studies (Jandhyala & Phene, 2015; Lawrence et al., 2019;
Petrin & Train, 2010), we adopted the two-stage residual
inclusion method to confirm our results. Specifically, in
the second-stage analysis, we included the residual terms
obtained from the first stage as additional control vari-
ables. As expected, the untabulated results show that
CEO narcissism had a negative and significant effect on
innovation ambidexterity (f = —0.073, p < 0.05). Finally,
following Kreutzer et al. (2015), we conducted the
Durbin-Wu-Hausman test, and the insignificant result
(F = 1.351, p > 0.10) again suggested that our indepen-
dent variables were exogenous. These results jointly indi-
cate that reverse causality was not a concern in our
study.

5 | DISCUSSION AND
CONCLUSION

Drawing on the conceptualization that innovation ambi-
dexterity results from the successful reconciliation of
exploitation-exploration of competing demands, we dem-
onstrate the detrimental effect of CEO narcissism on
innovation ambidexterity. Furthermore, building on trait
activation theory, we envision that the negative effect of
CEO narcissism on innovation ambidexterity is contin-
gent on two trait-relevant situational cues: the power of
narcissistic CEOs and the firm's reputation. Empirical
evidence shows that the negative effect of CEO narcis-
sism on innovation ambidexterity is strongest when the
CEO's power and the firm's reputation are intermediate.

5.1 | Theoretical contributions

Our paper makes three important contributions. First, we
contribute to research on the antecedents of innovation
ambidexterity by introducing the factor of CEO narcis-
sism, which is a fundamental personality trait of many
CEOs. Organization theorists have long been interested
in explaining why some organizations are good at manag-
ing contradictions, while others are not (O'Reilly &
Tushman, 2013). While previous literature has
highlighted the impacts of the design of organizational
architecture (e.g., Benner & Tushman, 2003) and the
increasingly important role played by top managers
(e.g., Jansen et al., 2012) in how firms make decisions on
exploitation versus exploration, it has overlooked the

NNOVATION MANAGEMENT

impact of CEO personality traits (in this case, narcissism)
on this decision-making. In the present study, we strive
to take the first step toward explaining why CEOs with
varying degrees of narcissistic tendencies perform differ-
ently in managing these trade-offs. Therefore, we are
among the first to theorize how the personality trait of
narcissism can affect CEOs' effectiveness in building an
ambidextrous organization for innovation.

Second, by integrating the macro perspective research
on narcissistic CEOs (Chatterjee & Pollock, 2017) and the
micro research on trait activation theory (Tett &
Burnett, 2003; Tett & Guterman, 2000), we develop a deeper
understanding of the biases engendered by CEO narcissism
and its contingent impacts on managing innovation ambi-
dexterity. Prior studies indicated that narcissistic CEOs
would be more likely to either perform exploratory innova-
tion (Kashmiri et al., 2017) or conduct exploitative strategies
(Zhu & Chen, 2015a). To investigate this contradiction and
go beyond, we have explored to what extent firms led by
CEOs with different levels of narcissism carry out both
exploratory and exploitative activities. Thus, by introducing
innovation ambidexterity into the CEO narcissism litera-
ture, we provide a fine-grained analysis to explain how nar-
cissism induces CEOs to heavily favor either exploration or
exploitation and constrains them in leading the firm to
attain ambidexterity.

Third, we extend current understandings of contingen-
cies in the relationship between CEO narcissism and firm
outcomes by using the lens of trait activation theory. Prior
studies on CEO narcissism make an implicit assumption
that the narcissism personality will manifest in the narcis-
sistic CEOs' behaviors in the same manner regardless of the
contexts in which the firms and the CEOs are involved
(e.g., Tang et al.,, 2018). In this paper, we try to shed new
light by arguing that while narcissistic CEOs' need to domi-
nate may conflict with their need for acclaim (Chatterjee &
Pollock, 2017), their focus on fulfilling these two needs may
vary in different scenarios. We thus extend previous studies
on CEO narcissism by introducing a trait activation per-
spective to examine the contingent factors that differentially
affect the role of CEO narcissism in decision-making. In so
doing, we shift the traditional focus of CEO narcissism
research from the agency model to a micro personality the-
oretical lens, responding to the urgent call for research into
why CEOs with similarly narcissistic personalities may
experience situations differently and thereby manifest dif-
ferentiated behaviors (Cragun et al., 2020).

5.2 | Managerial implications

Our findings have important implications for managerial
practices. First, our results reveal that CEO narcissism

85U80|7 SUOWIWIOD 8AITe1D) 3|edldde sy Aq pauenob afe 8ol O @SN JO'Sa|NnJ 10} A%eid18UlUQ AB]IM UO (SUONIPUOD-PUR-SWBI 0D A8 | 1M AleIq Ul UOy/:SdNY) SUOIIPUOD pue swie | 81 88S *[£202/20/02] UO A%iq1Taulluo A8|IM e1fessny sueiyood feuoleN O WHN Aq £59ZT wid[/TTTT 0T/1I0p/wod A8 |imAreiq1pul|uo//sdny wo.j pepeojumod ‘Z ‘€202 ‘S88507ST



190 JOURNAL OF PRODUCT

“»pdma

JOURNAL OF PRODUCT INNOVATION MANAGEMENT

INNOVATION MANAGEMENT

has a detrimental effect on innovation ambidexterity.
This finding thus emphasizes that companies should be
cautious about how their CEO's mental model, biased
along certain lines by narcissistic needs for domination
and acclaim, may hamper the CEO in the decision-
making needed to reconcile the trade-offs between
exploratory and exploitative activities. Second, our find-
ings show that the CEO's level of power plays a signifi-
cant role in mitigating or amplifying the effect of CEO
narcissism on innovation ambidexterity. If narcissistic
CEOs possess little or great power in their companies,
one of their competing needs for domination and acclaim
becomes relatively weaker, and so their behavior hinders
innovation ambidexterity achievement less. Alternatively,
having intermediate power fuels the narcissistic behav-
ioral manifestations, which further hinders innovation
ambidexterity achievement. In this regard, a board of
directors should be aware that they can enhance their
own role in building an ambidextrous organization
through carefully matching the level of power that the
CEO may acquire to the CEO's level of narcissistic traits.
Third, the behavioral manifestations of CEOs' narcissistic
tendencies will be elevated to a higher level when their
firms have achieved intermediate reputations. In such sit-
uations, firms need to establish a strong culture that
emphasizes team spirit to prevent a narcissistic CEO
from misattributing that success largely to his/her contri-
butions. In so doing, firms may better protect themselves
from CEO narcissism-based decisions that negatively
impact the balance between exploration and exploitation.

5.3 | Limitations and further research

The limitations of the current paper should also be con-
sidered. First, we believe that CEO narcissism is a fun-
damental trait that strongly impacts innovation
ambidexterity. Further research could focus on how
other personality traits of CEOs affect decision-making
on the trade-offs between firm exploration and exploita-
tion. Moreover, given that leaders may possess paradoxi-
cal traits (Owens et al.,, 2015), how CEOs handle
multiple personality traits and their joint impact on
innovation ambidexterity represents an intriguing direc-
tion for further research. Second, although we adopted a
multisource design and conducted a series of additional
analyses, the cross-sectional nature of our dataset limits
the assessment of causality. Because a firm may achieve
innovation ambidexterity by alternating its focus on
exploration and exploitation over time, further research
needs to employ a longitudinal design to investigate the
complex dynamics between CEO narcissism, trait activa-
tors, and innovation ambidexterity. Third, because of

the limitations of our data, we were unable to test the
effects of narcissistic CEOs' two competing drives for
domination and acclaim on the three conditions neces-
sary for attaining innovation ambidexterity. Neverthe-
less, Spencer et al. (2005) have argued that when it is
difficult to operationalize the underlying process of the
causal effect of a psychological construct, utilizing mod-
eration is an effective way to design the study. Also, as
Sigall and Mills (1998) have suggested, based on a theo-
rization of the potential mediating processes and specifi-
cation of the associated conditions under which those
processes will or will not be present, researchers can vary
those conditions and observe whether they shape the rela-
tionship between the independent variable and the depen-
dent wvariable. Accordingly, we have attempted to
disentangle the association between CEO narcissism and
innovation ambidexterity by identifying two trait-relevant
situational cues (i.e., CEO power and firm reputation) as
two moderators. Despite this limitation of our current
study, we strongly encourage future studies to develop valid
measures to directly capture the mechanisms that underlie
the effect of CEO personality traits on firm innovation
ambidexterity.
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