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Motivation

• Every firm  starts with founder(s). In 2001, over 

20% CEOs of the Russell 3000 firms are founders.

• Business press interest in founder CEO leadership 

at bad times (e.g. macro-uncertainty).

• CEO mismatch is critical at bad times.

Research Questions

1. Does founder CEO do better than professional 

CEO under macro-uncertainty?

2. Through which channels does founder CEO 

add/destroy firm value under macro-uncertainty?

Economic Arguments

Founder CEO Impact (in normal economic 

conditions) : ambiguous theoretical predictions and 

inconclusive empirical results.

Under Bad Economic Conditions (e.g. High 

Uncertainty), founder CEO leadership is value-

increasing because of

• Less opportunity of private rent extraction 

• Increased value of information advantage under 

high uncertainty:

• Positive impact of Knightian personality traits.

Data

• On average, founder CEO leadership has negative 

impact on firm performance. Negative impact 

arises during low uncertainty period; however, 

founder leadership has strong positive impact 

during high uncertainty.

• Channels: Lower private rent extraction and 

increased value of insider’s information 

• Consistent with Li, Lu, and Phillips (2018) and 

Lagaras, and Margarita (2016)

Channel ( Lower Private Rent )
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Summary and Conclusions

• Sample : Russell 3000 firms for 2001-2015

• Founder CEO status, founding team, firm history: 

hand-collected from various sources.

• Capital IQ, ExecuComp, BoardEx, CRSP

• Macro-uncertainty: Jurado, Ludvigson, Ng (2015)

• Instrument: Fraction of founders’ death (Adams et 

al. 2009)

Summary Statistics

Multivariate Analysis

Channel (Information Advantage)


