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Introduction

n recent years, corporate stakeholders

have increasingly faced the harmful

consequences of unethical
Environmental, Social and Governance
(ESG) misconduct. These misconducts
have had adverse effects on corporate
reputation, abnormal stock returns, board
decisions regarding CEO removal, market
value, social trust and corporate image.
Researchers have examined a wide range of
factors to explain the factors influencing
ESG-related decision-making. Existing
literature indicates a close relationship
between the personal characteristics of
managers, especially CEOs, and corporate
misconduct. These studies suggest that
managers' personal interests may not
always be aligned with the interests of the
company, and in some cases, managers may
seek to fulfill their own personal goals, such
as earning illegitimate income through
secret transactions, receiving large bonuses,
enhancing personal reputation, or satisfying
the need for admiration. Furthermore, the
lack of credibility of corporate ESG
disclosures has drawn attention from
academic and social circles to ESG
misconduct and board liability in such
cases. This has led to calls for a better
understanding of the issue and prevention
of the harm caused by irresponsible social
misconduct. Despite the widespread media
coverage of ESG-related scandals, there is
still insufficient understanding of the
internal governance mechanisms associated
with ESG misconduct, particularly those
mechanisms related to CEO personality
traits. This highlights the need to
understand the determinants of ESG
behaviors and examine the role of CEO
personality traits in shaping corporate
actions. Since organizations reflect the
priorities and values of their executives, the
personality and psychological
characteristics of the CEO influence the
company's strategic decisions, including
those related to environmental, social, and
corporate governance (ESG) issues. The
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cognitive characteristics, personal values,
and personal tendencies of CEOs are
determined by their personality and may
lead them to engage or not engage in
socially irresponsible actions. Narcissistic
CEOs are likely to implement corporate
policies to achieve their personal ambitions,
such as gaining acclaim and enhancing their
image or reputation, even if this harms the
company's financial performance and other
strategic decisions. However, narcissism
can be a "double-edged" trait that may lead
to positive organizational outcomes, as
narcissistic CEOs are often perceived as
highly confident, extroverted, charismatic,
optimistic, and very concerned with their
image, vision, and reputation. Therefore,
narcissistic CEOs are more likely to seek
positive attention by avoiding irresponsible
CSR practices to avoid criticism from the
media, investors, competitors, and
employees. Personality traits that lead to
narcissism are not fixed, and several
internal and external limiting factors can
reinforce or constrain narcissistic behaviors
and lead CEOs to engage or not engage in
irresponsible ESG practices. CEO tenure
and expertise, ownership concentration, and
positional ambivalence are some of the
internal factors that may influence the ego
(narcissism) of narcissistic CEOs and
increase or decrease their tendency to avoid
irresponsible ESG practices. Industry
dynamics, as a critical external factor, also
play a significant role in a more
comprehensive understanding of the
relationship between CEO narcissism and
ESG misconduct. Given the research gaps,
this study attempts to answer several
empirical questions. Are narcissistic CEOs
more likely to mitigate ESG misconduct? Is
CEO behavior toward irresponsible ESG
actions contingent on CEO power? Is the
effect of CEO narcissism on ESG
misconduct contingent on industry-level
environmental uncertainty?
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Methodology

To achieve the objectives of the research, a
sample of 141 company-year listed
companies in Tehran Stock Exchange
which were selected according to a
systematic exclusion pattern was collected.
To test the research hypotheses multivariate
regression model was used. The dependent
variable in the present study is ESG
irresponsible practices. If the company's
ESG disclosure score is below the median,
it indicates irresponsible practices and is
assigned to number one, otherwise the
number is zero. The independent variable of
the present study is the CEO's narcissism.
Typically, in organizations, narcissistic
executives give themselves more bonuses
and thereby strengthen their position in the
organization. The board of directors' cash
bonus index will also be obtained by
dividing the cash bonus approved in the
general assembly meeting by the total
salary and wages paid in the company's
fiscal year. The moderating variables are
CEO power and industry dynamics.

Results

The findings of this study indicate that
CEOs with the personality trait of
narcissism are less likely to take
irresponsible actions in the field of
environmental, social, and corporate
governance (ESG) as a strategy to protect
their personal interests. This tendency is
reinforced when the CEO has more power
in the organization. However, this tendency
i1s limited when companies operate in an
environment with environmental
uncertainty caused by industry dynamics.
The coefficient of CEO narcissism is
statistically  significant and negative
(coefficient = -0.05, p<0.05), which
supports the first hypothesis of this study
that CEO narcissism is an important factor
in reducing business risk and avoiding
irresponsible ESG actions. Therefore, the
results indicate that narcissistic CEOs are
less likely to engage in irresponsible ESG
actions, as this is seen as a strategy to

enhance reputation and gain recognition
from stakeholders and society. Based on
Model 2 in this study, the results again
confirm the negative and significant effect
of CEO narcissism on irresponsible ESG
actions (coefficient = -0.74, p<0.05).
However, the main finding supports
Hypothesis 2, as the interaction coefficient
between CEO narcissism and CEO power is
also significant and negative (coefficient =
-0.065, p<0.05). This suggests that
excessive CEO power, which is associated
with more experience, higher ownership,
and duality of position and expertise,
strengthens the CEQO’s tendency to avoid
ESG misconduct. Therefore, CEO power
strengthens the negative relationship
between CEO narcissism and irresponsible
ESG actions, supporting Hypothesis 2. In
Model 3, the results also confirm the
moderating role of  environmental
uncertainty due to industry dynamics. Once
again, evidence shows that CEO narcissism
has a significant and negative effect on
irresponsible environmental, social, and
governance (ESG) practices (coefficient = -
0.32, p<0.05). The coefficient between
CEO narcissism and industry dynamics is
significant and positive (coefficient = 0.02,
p<0.05), indicating that environmental
uncertainty moderates the negative
relationship between CEO narcissism and
ESG misconduct, supporting Hypothesis 3.

Conclusions

In this study, using data related to listed
companies between 2017 and 2023, the
relationship between CEO narcissism and
irresponsible environmental, social, and
corporate governance actions was first
examined. The findings show that CEO
narcissism is inversely related to
irresponsible ESG actions, and narcissistic
CEOs tend to reduce irresponsible ESG
actions to enhance their image and gain
positive credibility from stakeholders and
society. This result is consistent with the
findings of Lee et al. (2018) who emphasize
the central role of the CEO in ESG decision-
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making. In addition, research by Burke
(2022) emphasizes the negative impact of
irresponsible ESG actions on CEOs, which
leads to the weakening of their
organizational credibility. Contrary to the
findings of Lubit (2002), who introduces
narcissistic CEOs as reliable predictors of
ESG misconduct, the present study shows
that the tendency of this category of
managers to perform such actions is
reduced. This finding is consistent with the
belief that narcissistic CEOs have high
social skills (Judge et al., 2006) and are
more likely to engage in responsible and
ESG actions (Petrenko et al., 2016; Al-
Shammari et al., 2019). This is because
irresponsible ESG actions by narcissistic
CEOs may lead to negative media coverage
and jeopardize the respect and admiration of
stakeholders. The second finding of this
study confirms the moderating role of CEO
power and business environmental
uncertainty on the relationship between
CEO narcissism and adverse
environmental, social, and governance
(ESG)  actions.  Strengthening  the
narcissism of powerful CEOs, which acts as
a deterrent to taking undesirable ESG
actions, limits their willingness to pursue
such actions. On the other hand, although
environmental uncertainty due to industry
dynamics can influence this negative
relationship, it was not identified as a
determining factor in how narcissistic
CEOs approach ESG issues. The findings of
this study also support the idea that CEO
power amplifies the negative effect of CEO
narcissism on undesirable ESG actions.
Narcissistic CEOs are less likely to take
irresponsible ESG actions in business
environments with greater environmental
uncertainty, such as volatile and volatile
markets. This finding is consistent with the
hypothesis put forward by Cragun et al.
(2020) that other factors can enhance or
weaken narcissistic behaviors. This result is
also consistent with previous studies (e.g.,
Breuer et al, 2021) that emphasize the
importance of CEO power in enhancing
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organizational effectiveness and
influencing decisions in favor of the CEO’s
personal interests. Furthermore, power is
seen as a specific CEO characteristic that is
necessary to limit irresponsible ESG
actions, as these actions can damage the
CEO’s reputation and standing. These
findings support the idea that CEOs work to
enhance profitable business strategies and
ensure stronger commitment to ESG
principles (Lee et al, 2018). The
complementary effect between CEO
narcissism and power ensures that CEOs
can maintain their personal status,
reputation, and image by avoiding ESG
misconduct. Environmental factors,
especially industry dynamics, influence
CEOs’ attitudes toward adverse ESG
practices. Industry dynamics can reduce a
CEO’s tendency to avoid these practices.
The findings of this study show that the
negative effect of CEO narcissism on ESG
misconduct 1s weaker in companies
operating in more dynamic industries. This
result is consistent with the findings of
(Barnea & Rubin, 2010).
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