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Abstract Our study addresses whether a chief executive officer’s (CEO) personality
can mitigate financial constraints’ negative effect on employee satisfaction. We draw
on extant research that establishes this negative effect but add an upper echelon’s
perspective by examining the potential influence of the CEO’s personality traits.
Using a multi-source dataset of 1516 observations of S&P 500 firms, novel mea-
sures of employee satisfaction based on Glassdoor reviews, and a machine-learning-
based linguistic tool on the Five-Factor Model’s personality traits, our study reveals
that a CEO who has a high level of openness to experience and/or a low level of
conscientiousness buffers the negative impact of financial constraints on employee
satisfaction. Theoretical and practical implications are discussed.
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1 Introduction

Employees are essential drivers of firm performance, as top executives know (Har-
rison et al. 2020a) and empirical research confirms (Edmans 2012; Symitsi et al.
2018). Knowing what drives a powerful force like employee satisfaction is central
to a firm’s success, and understanding the origins of employee satisfaction requires
understanding all of its factors, not just one.

Financial constraints negatively affect not only shareholders through a decline
in shareholder value (Lamont et al. 2001) but also other stakeholders, including
management and employees (Campello et al. 2010). Scholars leave no doubt that
employees suffer when their firms are under financial constraints: Campello et al.
(2010) find that financially constrained firms invest less in employee-friendly human
resource (HR) policies than other firms do and are more likely to reduce their work-
forces. In addition, the injury rates of companies that are under financial constraints
tend to increase (Cohn and Wardlaw 2016). Certainly, fewer employee-friendly HR
policies, more injuries, and workforce reductions lower employee satisfaction, thus
decreasing firm value (Jing et al. 2019).

However, research is silent on whether the negative relationship between financial
constraints and employee wellbeing is unimpeachable or can be mitigated. One fac-
tor that proves influential in a variety of research settings is the CEO’s personality
(Harrison et al. 2020b; Herrmann and Nadkarni 2014; Malhotra et al. 2018; Nad-
karni and Herrmann 2010), although extant research does not examine whether it
plays a role in the damaging connection between financial constraints and employee
satisfaction and, as a result, firm value. Addressing this gap in the research may help
financially constrained firms learn how to protect their value.

Some research argues that financial constraints limit the room for managers’
strategic actions (Campello et al. 2010; Lamont et al. 2001), so executives cannot
counteract the negative effect on employee satisfaction. However, other research
finds that, especially under pressure and in uncertain situations, CEOs play a central
role in shaping their firms’ decisions (Benischke et al. 2019; Herrmann and Nad-
karni 2014; Malhotra et al. 2018; Nadkarni and Herrmann 2010), in determining
shareholders’ perceptions of such decisions (Harrison et al. 2020b), and, thus, in the
resulting level of their firms’ success (Colbert et al. 2014; Harrison et al. 2019). In
firms that have financial constraints, then, CEOs could have the power to protect
employee satisfaction.

The best predictor of one’s thoughts, feelings, and behavior is personality (Mc-
Crae and Costa 1987; Peterson et al. 2003), so the CEO’s personality may moderate
financial constraints’ effect on employee satisfaction through the CEO’s behavioral
choices. On the one hand, if a firm is under pressure, a CEO who has an extraverted
personality may be effective in maintaining employee satisfaction by spreading
optimism, positively affecting corporate culture, and reacting flexibly to challeng-
ing situations. On the other hand, an introverted CEO with a calm nature could
also have a positive effect on employees, especially on employees’ perceptions of
job security and the firm’s corporate culture. Therefore, our research addresses the
question: Can the CEO’s personality mitigate financial constraints’ negative effects
on employee satisfaction?
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To address our research question, we first derive what shapes employee satis-
faction and present arguments on how financial constraints can affect them. Then
we draw on upper echelons and psychology research to suggest how the CEO’s
personality can moderate the negative relationship between financial constraints and
employee satisfaction. We apply the Five-Factor Model (FFM) as a personality
measure to ensure we include the most salient aspects of personality (Judge et al.
2002b).

To test our hypotheses empirically, we construct a multi-source dataset of 1516
observations of S&P 500 firms from 2010 to 2016.We use 206,066 employee reviews
of 287 firms from Glassdoor to measure employee satisfaction. We also apply a novel
linguistic tool developed by Harrison et al. (2019) to measure the FFM’s personality
traits based on CEOs’ spoken language in 4688 investor earnings calls, with an
average of about 32,000 words per CEO, to assign personality scores to 357 CEOs.
As Malhotra et al.’s (2018) study on executives’ personality and Corritore et al.’s
(2020) study related to employee satisfaction observe, most studies on these topics
use small samples and only certain industries or “remote proxies” (Malhotra et al.
2018, p. 372), which limits the generalizability of their results (Corritore et al. 2020).
We use Glassdoor to evaluate employee satisfaction and earnings calls to define the
CEOs’ personalities, and test our hypotheses using a comprehensive, longitudinal
dataset with 1516 observations. We apply a general estimation equation (GEE)
model and pooled ordinary least squares (OLS) regression to determine whether
CEOs’ personality traits moderate the relationship between financial constraints and
employee satisfaction.

Our research makes three primary contributions to academia and practice. First,
we contribute to an emerging literature on the effects of financial constraints by find-
ing through empirical analysis that financial constraints lead to a 8–10% reduction
in employee satisfaction and arguing that a CEO who has “the right” personality
traits can almost entirely buffer this effect.

Second, we advance research on employee satisfaction and argue based on the
resource-based theory that research should include a stakeholder perspective, such as
that of employees, to reflect fully what drives firm performance (Barney 2018, 2020).
We shed light on the complex area of employee satisfaction’s drivers by arguing
theoretically that (and testing empirically how) financial constraints, moderated by
the CEO’s personality, affect employee satisfaction.

Third, we also focus on indirect effects, as we extend management research on
both upper echelons and trickle-down effects (Smith et al. 2018). In line with both
perspectives, our findings indicate that the CEO’s personality is a dominant predictor
of employee satisfaction in firms that are under financial constraints. The CEO’s
personality can have trickle-down effects at the employee level of the organizational
hierarchy via managers who report directly to the CEO. This chain of effects may
ultimately affect a firm’s performance and success.

K



74 Schmalenbach Journal of Business Research (2023) 75:71–98

2 Conceptual Background and Hypotheses

2.1 Financial Constraints’ Effect on Employee Satisfaction

Since external financing is an essential part of firms’ resources (Whited and Wu
2006), a firm that has difficulty accessing external financing is considered to be
financially constrained (Campello et al. 2010; Whited and Wu 2006). Financial
constraints are associated with slowed growth, fewer investments in technology and
capital expenditures, and reduced stock returns, all of which adversely affect firm
value (Campello et al. 2010; Lamont et al. 2001; Whited and Wu 2006).

Employee satisfaction is defined as “a pleasurable or positive emotional state
resulting from the appraisal of one’s job or job experiences” (Locke 1976, p. 1300).
Resource-based theory argues that, if managers are to generate appropriate profit,
they must not only focus on maximizing shareholder wealth but expand their view to
incorporate a stakeholder perspective (Barney 2018). Employees are among a firm’s
key stakeholders, along with customers, suppliers, and debtholders (Barney 2018;
Freeman et al. 2010). Executives who base their strategic choices on these stake-
holders’ well-being generate higher profits than those who focus only on shareholder
value (Barney 2018; Elrehail et al. 2020).

Employee satisfaction has far-reaching consequences on firm performance (Harter
et al. 2002; Symitsi et al. 2018; Zhou et al. 2008), long-term stock returns (Edmans
2011), and firm value (Edmans 2012), so understanding its drivers is of considerable
value. An often-used assumption is that pay level predicts employee satisfaction
(Benson and Brown 2011; Kinicki et al. 2002), but Judge et al.’s (2010, p. 157)
meta-analysis concludes that “pay level is only marginally related to satisfaction.”
Instead, employee satisfaction is a complex function of individual characteristics
like education, age, and resilience and contextual characteristics like aspects of the
job and the work environment (Gosse and Hurson 2016; Judge and Watanabe 1993;
Seibert et al. 2011; Youssef and Luthans 2007).

Aspects of the job, such as promotion opportunities (Judge and Watanabe 1993;
Kinicki et al. 2002) and job security (Benson and Brown 2011), foster employee
satisfaction, as do factors like sufficient time and resources to do the job (Benson and
Brown 2011; Ilies et al. 2015). Regarding work content, variety, significance, and
autonomy and control over one’s daily work increase employee satisfaction (Heller
et al. 2002; Kinicki et al. 2002; Oldham et al. 1976), as do a positive work environ-
ment and organizational climate (Kinicki et al. 2002; Seibert et al. 2011; Steffensen
et al. 2019) that foster inclusion (Ilies et al. 2007; Shore et al. 2011). Jing et al.
(2019), the first to analyze the effects of financial constraints on overall employee
satisfaction, find that companies’ financial constraints reduce employee satisfaction,
driven by employees’ more negative evaluations of their senior management, work/
life balance, and career opportunities under these circumstances. This result is not
surprising, as companies may not have the strategic freedom and resources they need
to provide job security, tend to invest less in employee-friendly HR policies, and are
more likely than other firms are to reduce their workforces (Campello et al. 2010). In
addition, financial constraints can increase stress levels if the resources and time to
do the job decline, as management is likely to distribute resources less generously
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if money is tight (Cohn and Wardlaw 2016). The impact of financial constraints
also negatively affects workplace safety, as injury rates increase in financially con-
strained firms, adversely affecting firm value (Cohn and Wardlaw 2016). Kaufmann
and Tödtling (2002) and Julienti Abu Bakar and Ahamad (2010) also find that finan-
cially constrained companies tend to have only few qualified personnel in product
innovation and to prioritize strictly which projects to pursue, decreasing employees’
work variety and perceived autonomy (Heller et al. 2002; Oldham et al. 1976). All
of these effects of financial constraints pave the way to a less cheerful atmosphere
at work and a deteriorated corporate climate (Seibert et al. 2011; Steffensen et al.
2019).

2.2 Hypotheses on the Moderation Effects of the CEO’s Personality

The extant research ignores the influence of the CEO’s personality on employee sat-
isfaction when a firm is under financial constraints. However, research in the social
sciences, particularly in psychology, establishes a clear relationship between individ-
uals’ personality traits and their thinking, feeling, and behavior (Colbert et al. 2014;
McCrae and Costa 1987; Costa et al. 1995; Judge et al. 2002a; Peterson et al. 2003).
Examples in the business context include the influence of the CEO’s personality
on entrepreneurial intention and performance (Zhao et al. 2010), strategic flexibility
(Nadkarni and Herrmann 2010), initiation and implementation of strategic change
(Herrmann and Nadkarni 2014), engagement in mergers and acquisitions (Malhotra
et al. 2018), stock risk and returns (Harrison et al. 2020b), and firm performance
(Harrison et al. 2019). Most of these studies build on the upper echelons theory
(Finkelstein et al. 2009, Hambrick and Mason 1984), which posits that the CEO’s
personality affects the firm’s decisions and outcomes. Given CEOs’ position at the
apex of organizations, their personalities permeate their organizations and affect
their firms’ outcomes by influencing others (Smith et al. 2018). As an example,
Phua et al. (2018) demonstrate that a CEO who has the personality trait of overcon-
fidence affects employee turnover and employees’ stockholdings, the latter of which
reflects employees’ confidence in the company. These findings lead us to argue that
the CEO’s personality can affect employee satisfaction.

Leadership research, including studies of transformational leadership, generally
focuses on the behavior of leaders to whom employees report directly. The present
study focuses on the CEO and does not go into detailed analyses of the top manage-
ment team (TMT) or the interactions of the CEO’s or TMT’s personalities because
our research relies on the idea that CEOs bring together the views of diverse TMT
members (Buyl et al. 2011; Kalogeraki and Georgakakis 2022; Weck et al. 2021).

To measure personality, we use the FFM, which the psychology literature consid-
ers a comprehensive framework that covers “the most salient aspects of personality”
(Judge et al. 2002b, p. 530), “the best representation of trait structure” (McCrae and
Costa 1997, p. 509), and a valid and robust psychological framework in the strategic
management context (Benischke et al. 2019; Nadkarni and Herrmann 2010). The
FFM covers five broad personality traits: openness to experience, conscientiousness,
extraversion, agreeableness, and neuroticism. We focus on the first three, which is in
line with prior management research (Benischke et al. 2019; Harrison et al. 2020b).
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We do not hypothesize effects of agreeableness or neuroticism on CEOs’ behav-
ior or employee satisfaction, as both yield inconclusive results in various empirical
studies (Harrison et al. 2019; Nadkarni and Herrmann 2010; Zhao et al. 2010). A
more important reason is that the effects of agreeableness and neuroticism on em-
ployee satisfaction are likely to be unclear: The kind and conflict-avoiding nature
of agreeable individuals (Costa et al. 1995; McCrae and Costa 1997) means that
they are reluctant to let employees go, ensuring job security and a positive organi-
zational climate, but are also likely to agree with shareholders’ requests for belt-
tightening that affects employees (Judge et al. 2002a). Therefore, as Benischke et al.
(2019, p. 161) argue, “it is difficult to predict how an agreeable CEO will behave
without examining the preferences of those around the CEO.” As for neuroticism
(i.e., emotional instability), CEOs who have this personality trait do not tend to cope
well with stressful situations and tend to be pessimistic (McCrae and Costa 1997),
intensifying the negative effect of financial constraints on employee satisfaction.
However, such managers are also often emotionally involved (Rose et al. 2002),
which might also make employees feel that their situation is taken seriously. These
conflicting influences render neuroticism an uncertain predictor of employee satis-
faction. Therefore, we examine the CEO’s personality as reflected only in openness
to experience, conscientiousness, and extraversion and how these traits moderate the
relationship between financial constraints and employee satisfaction. We do include
agreeableness and neuroticism as control variables in robustness checks.

The moderating effects of the CEO’s personality on the relationship between
financial constraints and employee satisfaction Harrison et al. (2020b, p. 34)
claim that “external perceptions of a given CEO, specifically based on his or her
observed personality traits, can have both positive and negative implications for
the firm.” The authors find that shareholders’ perceptions of the CEO’s personality
influences how they evaluate past performance and what future performance they
expect. Building on the resource-based view to transfer this knowledge to employ-
ees, we hypothesize that employees’ perceptions of the CEO’s personality affects
their level of satisfaction when their firm is under financial constraints. We argue
that, while employees of financially constrained firms are usually less satisfied than
employees of other firms are, this effect can be mitigated if employees perceive their
CEO’s personality as well suited to managing the situation. For example, employees
may see CEOs with certain personality traits as being able to convey a good feel-
ing regarding job security and stress levels and to maintain an employee-friendly
work environment. Here, we specify how we expect the personality traits of open-
ness to experience, conscientiousness, and extraversion to moderate the relationship
between financial constraints and employee satisfaction.

Openness to experience Open individuals tend to be creative and imaginative
(McCrae and Costa 1987). Their intellectual curiosity leads them to think “out of
the box,” to seek new experiences, and to value challenging tasks (Costa et al.
1995). They are flexible and often risk-taking, which allows them to cope well with
uncertain situations and change (Bono and Judge 2004; McCrae and Costa 1997).
On the other hand, individuals who have low levels of openness to experience tend
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to be conservative and to be uncomfortable with unstable environments and change
(Bono and Judge 2004).

Financial constraints put a firm in a stressful and challenging situation in which
the likelihood of job dismissals increases (Campello et al. 2010), reducing employ-
ees’ sense of security about their jobs. Openness is associated with transparent com-
munication (Bono and Judge 2004; Costa et al. 1995), which can comfort employees
in uncertain times (Coombs and Holladay 2010; Muchinsky 1977). In addition, open
executives’ creative nature (Costa et al. 1995) leads them to search past employee
layoffs for solutions to financial constraints. Employee satisfaction is also affected
by the increased stress levels that result from less time and resources with which to
do their jobs because of financial constraints (Gosse and Hurson 2016; Ilies et al.
2015). Open CEOs’ flexibility (McCrae and Costa 1997; Nadkarni and Herrmann
2010) can help them to find new approaches to keeping the workload manageable.
Open CEOs can also serve as role models because of their ability to cope with
stressful and ambiguous situations (Costa et al. 1995) through strategic flexibility
(Nadkarni and Herrmann 2010) and initiation of strategic change (Herrmann and
Nadkarni 2014).

Creating and maintaining a positive corporate climate is a complex task for ex-
ecutives since the corporate climate is susceptible to a wide variety of influences
(Schneider et al. 2017). Especially in difficult times, employees are likely to per-
ceive their firm’s climate as worsening, leading to adverse effects on their wellbeing
(Fu and Desphande 2014). Open executives are generally well suited to handling
such complex and ambiguous situations (Costa et al. 1995; Judge et al. 2002a).
Furthermore, CEOs who are open to experience can understand and adapt to others’
perspectives (Costa and McCrae 1988), which could help employees feel that their
opinions and needs remain valued.

These findings support the notion that open CEOs have competent reactions to
financial constraints, so employees see them as capable of managing a financially
challenging situation. Therefore, we posit that employee satisfaction is higher in
a financially constrained firm that has an open CEO than it would be if it did not:

Hypothesis 1 (H1): The negative effect of financial constraints on overall em-
ployee satisfaction is mitigated if the CEO has a high level of openness to experience,
whereas the negative effect strengthens when the CEO’s openness to experience is
low.

Conscientiousness One facet of conscientiousness refers to intense striving for
achievement, self-motivation, perseverance, and discipline (Costa et al. 1995), while
another relates to a sense of order and dutifulness, as conscientious people are
concerned with following legal rules and ethical norms (Bono and Judge 2004;
Peterson et al. 2003). Conscientious people are also often cautious and risk-averse
(Costa et al. 1995). In contrast, those who have low levels of conscientiousness tend
to be tolerant of ambiguity (McCrae and Costa 1987).

Many companies that are under financial constraints respond by reducing their
workforces (Campello et al. 2010). The dutiful nature of conscientious individuals
(Bono and Judge 2004), paired with their risk-aversion (Costa et al. 1995), makes
it likely that a conscientious CEO will consider employee layoffs justifiable or even
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required in coping with financial constraints, negatively affecting employees’ per-
ceptions of their job security. A conscientious CEO is also unlikely to be strategically
flexible (Nadkarni and Herrmann 2010), although a flexible approach is required to
find new ways for employees to do their work well in the face of financial restraints
without increasing stress. A high degree of conscientiousness might also inhibit the
flexible response (McCrae and Costa 1987) that is required if employees’ desire for
variety in their work is to be maintained under financial constraints.

McCrae and Costa (1987) find that conscientious individuals are often more task-
focused than interpersonally or relationship-focused. When a positive corporate cli-
mate is under threat because financial constraints restrict employee-friendly HR
management practices (Campello et al. 2010), we expect that a relationship-focused
executive has an easier time connecting with employees than a task-focused exec-
utive does. In addition, conscientious people’s dislike for uncertainty and inability
to shift their attention quickly in the face of dynamic environmental developments
(Judge et al. 2002a; LePine et al. 2000) might interfere with an adequate response
to employees’ needs in challenging times. Since we expect that managers who have
low levels of conscientiousness can help employees feel optimistic that their well-
being remains a priority, thereby mitigating financial constraints’ adverse effects
on employee satisfaction, we propose that employees perceive less conscientious
CEOs as better able to manage financial constraints than their highly conscientious
counterparts are. These arguments suggest that employee satisfaction is higher in
financially constrained firms when CEOs are less conscientious, so we hypothesize:

Hypothesis 2 (H2): The negative effect of financial constraints on overall em-
ployee satisfaction is mitigated when the CEO has a low level of conscientiousness,
whereas the negative effect strengthens when the CEO’s level of conscientiousness is
high.

Extraversion Extraverts are often described as sociable, outgoing, friendly, and
talkative (McCrae and Costa 1987). They tend to be optimistic and to have more
positive than negative emotions (Bono and Judge 2004). Extraversion also reflects
dominance and assertiveness, along with the ambition to achieve challenging targets
(Costa et al. 1995; Peterson et al. 2003), sometimes by taking risks (Judge et al.
2002a). In contrast, introverts usually prefer working alone and are often calm and
reserved (Costa and McCrae 1988; Harrison et al. 2019).

When financial constraints make job dismissals more likely (Campello et al.
2010), frequent communication can keep the workforce calm and productive
(Coombs and Holladay 2010). Extraverted individuals are known for their proactive
communication (McCrae and Costa 1987; Judge et al. 2002a), which can help
convey a feeling of job security. In addition, extraversion is associated with strategic
flexibility (Nadkarni and Herrmann 2010) and initiation of strategic change (Her-
rmann and Nadkarni 2014), both of which can help CEOs find the flexible solutions
to the constraints on time and resources that can negatively affect employees’
wellbeing.

Furthermore, since executives can influence the corporate climate with posi-
tive communication (Coombs and Holladay 2010), extraverted managers’ ability
to spread optimism and to convince others that achieving a target is possible (Bono
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Fig. 1 Overview of research model

and Judge 2004; Peterson et al. 2003) can help alleviate some of the burden of
financial constraints on the workforce and mitigate the adverse effects of financial
constraints on employee satisfaction. Given these arguments, we hypothesize:

Hypothesis 3 (H3): The negative effect of financial constraints on overall em-
ployee satisfaction is mitigated by CEOs who have high levels of extraversion,
whereas the negative effect strengthens when the CEO’s level of extraversion is low.

Figure 1 depicts our research model.

3 Methodology

3.1 Sample and Data Sources

Our empirical investigation relies on data from all publicly traded U.S. firms that
were listed in the Standard & Poor’s (S&P) 500 index for at least one full year
during the period from 2010 to 2016: This ensures adequate coverage by Glassdoor
and investor earnings calls (required to determine employee satisfaction and the
CEO’s personality, respectively). We collect from Compustat a list of all firms and
firm- and industry-level control variables and add executive-level information from
ExecuComp.

We use the Open Language Chief Executive Personality Tool (OLCPT) from
Harrison et al. (2019) to assess the CEOs’ personality traits. Since the tool requires
transcribed spoken language, we retrieve transcripts of final versions of quarterly
earnings calls (not event briefs or abstracts) from LexisNexis’ Full Disclosure Wire
by searching for “Earnings Conference Call” or “Earnings Call” and year “2010” to
“2016.” We use 4688 earnings calls by the 357 CEOs in our final sample to define
their personalities and match this information to our dataset using approximate string
matching based on the individual’s first and last name and the company’s name. We
explain this process in more detail in the section on moderator variables.

We follow Whited and Wu (2006) in measuring financial constraints using data
from Compustat and exclude regulated and financial firms (SIC classifications be-
tween 4900 and 4999 and between 6000 and 6999) since Whited and Wu’s proxy
for financial constraints is inappropriate for firms in these industries.

We match employee satisfaction data from the Glassdoor website with the data
from Compustat and ExecuComp by manually searching for every company’s name
on Glassdoor. The Glassdoor website allows employees to review anonymously the
companies they currently work for or once worked for and to rate their overall satis-
faction with these companies from one (low) to five (high) stars. Employees can also
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evaluate in the same way their satisfaction with regard to five subcategories: cul-
ture and values, work/life balance, senior management, compensation and benefits,
and career opportunities. Glassdoor implements a “give-to-get” policy that requires
users to submit a review of an employer after viewing three reviews left by others
to combat the polarizing ratings biases that are associated with self-selection and
that can lead to bimodal ratings distributions (Hu et al. 2017; Li and Hitt 2008).
Glassdoor’s policy reduces bias in its ratings (Marinescu et al. 2018), so its design
characteristics support its rating quality (Landers et al. 2019). We follow prior re-
search by including only evaluations from current employees (i.e., employees who
worked for the respective company at the time of the review) to avoid the time
distortion that often results from gaps between an event and its review (Hales et al.
2018; Jing et al. 2019). In line with Jing et al. (2019) and Hales et al. (2018), we
restrict our sample to firms that had at least fifty reviews over the sample period
to ensure a sufficient number of ratings per company, and we exclude observations
that are missing one or more variables. This approach leads to a total of 206,066
reviews of the 287 firms in our final sample and an average of 136 reviews per firm
per year.

After all firm-related variables are lagged by one year and observations with
missing data are omitted, our final sample consists of 357 unique CEOs from 287
unique S&P 500 firms, resulting in a total of 1516 firm-year-observations from 2010
to 2016. Figure 2 depicts the sample selection process.

3.2 Measures

Dependent variable Our main analysis deals with overall employee satisfaction,
measured using Glassdoor reviews. In line with Jing et al. (2019), our overall sat-
isfaction measure takes the average of all overall satisfaction ratings per firm in
a given year, while the five subcategory ratings of satisfaction serve as our depen-
dent variables for supplementary analyses.

Fig. 2 Overview of the sample development. (aYear dummies (and industry dummies for the OLS model)
included to control for the dataset’s panel structure). (Source: own illustration)
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Explanatory variable We follow Whited and Wu (2006) in measuring financial
constraints based on a generalized method of moments estimation of an invest-
ment Euler equation that considers six components: cash flow, a dividend dummy,
leverage, firm size, industry sales growth, and firm sales growth. The equation is
calculated as:

� 0.091Ait � 0.062Bit C 0.021Cit � 0.044Dit C 0.102Eit � 0.035Fit (1)

where A is cash flow, B is a dividend dummy, C is leverage, D is firm size, E is
industry sales growth, F is firm sales growth, i is the firm, and t is time (on a year
level).1 A higher index indicates stronger financial constraints (Whited and Wu
2006). (See Jing et al. (2019) for information about applying the index.) We lag this
variable by one year since we assume that financial constraints in t– 1 provide the
situational cue for employee satisfaction in t.

Using the index from Whited and Wu (2006) to measure financial constraints has
several advantages (Jing et al. 2019). Since their index is constructed as a structural
model, it avoids sample selection and measurement errors. Compared to the index
from Kaplan and Zingales (1997), Whited and Wu’s (2006) index more correctly
reflects which firm characteristics are usually associated with difficulty accessing
external financing (i.e., financial constraints), such as small firm size and low firm
growth in high-growth industries (Jing et al. 2019).

Moderator variables We include as moderator variables three personality traits
from the FFM: the CEO’s conscientiousness, extraversion, and openness to ex-
perience. We assess personality using the OLCPT, which employs CEOs’ verbal
statements and a machine-learning algorithm on S&P 1500 firms (of which we use
a subset, the S&P 500) to determine personality traits.

Speech must be unscripted to be used to derive personality (Harrison et al. 2019,
2020b). Research argues that the question-and-answer (Q&A) parts of earnings calls
are suitable for this purpose since CEOs must react to questions from equity an-
alysts that require a spontaneous reply in the CEOs’ own words (Malhotra et al.
2018; Matsumoto et al. 2011; Yi et al. 2020). Five steps are used to derive person-
ality scores from these Q&A sessions: First, the CEOs’ spoken words are extracted
from the Q&A session. Then speakers from earnings calls are matched to CEOs
from ExecuComp using approximate string matching in R2 and verified manually
to generate a table with matches based on the individual’s first/last name and the
company name (extracted from the earnings call title). Next, each CEO’s spoken
words across all Q&A sessions are merged, as combining CEOs’ language in mul-
tiple settings increases the reliability of personality scores (Li et al. 2010; Malhotra

1 Cash flow (A) is calculated as the sum of income before extraordinary items, depreciation, and amorti-
zation, divided by total assets. The dividend dummy (B) is an indicator that equals 1 if the sum of ordinary
and preferred dividends is positive, and 0 otherwise. Leverage (C) is long-term debt divided by total assets.
Firm size (D) is the natural logarithm of total assets. Industry sales growth (E) is the average industry sales
growth, while firm sales growth (F) is the firms’ sales growth (Whited and Wu 2006).
2 See van der Loo (2014) for details on approximate string matching.

K



82 Schmalenbach Journal of Business Research (2023) 75:71–98

et al. 2018)3. Then CEOs who have fewer than 1000 spoken words are eliminated
to allow for valid approximation of personality traits (Harrison et al. 2019, 2020b).
(We have an average of 32,459 words per remaining CEO.) Finally, all text are
run through the OLCPT, which provides scores for the three personality traits on
a 7-point scale, with 1 (7) indicating low (high) openness to experience, conscien-
tiousness, and extraversion. Scores for agreeableness and neuroticism are used in
robustness checks. Mean values and standard deviations (SD) are in line with those
of Harrison et al. (2019).

Control variables We control for CEO-, firm-, and industry-specific factors (other
than financial constraints and the CEO’s personality) that might influence employee
satisfaction. First, we include the CEO’s gender since female executives are asso-
ciated with strong ethical leadership, which positively affects employee satisfaction
(Ho et al. 2015; Neubert et al. 2009). CEO gender is a dummy variable that equals 1 if
the CEO is female, and 0 otherwise. The CEO’s tenure might affect employees’ per-
ception of the TMT, influencing employee satisfaction (Agnihotri and Bhattacharya
2020), so we measure CEO tenure as the natural logarithm of the number of years in
the CEO’s tenure to adjust for potential skewness. We also control for CEO duality
as a dummy that equals 1 if the CEO also chairs the board, and 0 otherwise, as this
factor might affect whether the firm is under financial constraints (Baker and Hall
2004).

In line with Jing et al. (2019), we also include several firm-related control vari-
ables. Research indicates that smaller firms are more likely than larger firms are
to suffer from difficulty in accessing external financing, so firm size is negatively
related to financial constraints (Campello et al. 2010; Hadlock and Pierce 2010;
Whited and Wu 2006). Firm size can also relate to employee satisfaction (Gosse
and Hurson 2016; Lang and Johnson 1994). We measure firm size as the natural
logarithm of the firm’s number of employees. Firm performance and financial slack
may also influence both employee satisfaction (Bowen and Ostroff 2004; Wolter
et al. 2019) and financial constraints (Campello et al. 2010; Cohn and Wardlaw
2016; Whited and Wu 2006), so we include several measures to account for these
factors: Tobin’s Q as the sum of the market value of equity and book value of debt,
divided by a firm’s total assets (Cohn and Wardlaw 2016); return on assets (ROA)
as net income divided by total assets; the market-to-book ratio as the market value
of equity scaled by the book value of equity (Cohn and Wardlaw 2016; Jing et al.
2019); leverage, calculated as total liabilities scaled by total assets (Jing et al. 2019);

3 Combining the CEOs’ language used in various settings requires treating personality as stable. In their
meta-analysis, Roberts, Walton, and Viechtbauer (2006) find that personality traits develop through child-
hood, adolescence, and early adulthood, but changes are minor after age forty. The mean age in our sample
is 56.30 years (with a standard deviation of 6.18 years), and our sample period is relatively short (7 years),
so we do not see treating personality as stable as being problematic in our dataset. To investigate further
whether the CEO’s personality is stable over our period of interest, we follow Harrison, Thurgood, and
Boivie (2020b) and Malhotra, Reus, Zhu, and Roelofsen (2018) in splitting our dataset into two time peri-
ods (2010–2012 and 2014–2016), filtering for CEOs who spoke at least 1000 words in three earnings calls
in each of the two periods, calculating separate personality scores per period for fifty CEOs who fulfill
the criteria, and comparing the personality scores in both periods. Doing so yields a test-retest reliability
coefficient that ranges between 0.82 and 0.95 (p= 0.000), which is close to those of Harrison et al. (2020b).
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and capital intensity, measured as the firm’s capital expenses divided by total sales
(Nadkarni and Herrmann 2010). All firm-related control variables are lagged by
one year to facilitate causal interpretation and are winsorized at the 1st and 99th
percentiles to reduce the influence of outliers.

Since our sample is structured as an unbalanced panel dataset, we add year dum-
mies to account for external shocks that may have affected all firms in a particular
year (Jing et al. 2019). For the pooled OLS model, we add industry dummies based
on 2-digit SIC codes to capture industry effects that are not covered by other control
variables.

3.3 Method of Analysis

Since we have a panel dataset, we use a GEE model to evaluate whether the CEO’s
personality moderates the relationship between financial constraints and employee
satisfaction. (See Table 1, model 1.) GEE models account for the likelihood that
observations of the same firm in multiple years will correlate with each other; that

Table 1 GEE and Pooled OLS model testing H1–3

Model 1
(GEE)

Model 2
(pooled OLS)

b SE p-value b SE p-value

Intercept 3.13 0.12 0.000 3.05 0.18 0.000

Financial constraints –1.48 0.34 0.000 –1.80 0.43 0.000

CEO Conscientiousness –0.16 0.05 0.002 –0.08 0.08 0.286

CEO Extraversion –0.08 0.04 0.027 –0.05 0.05 0.393

CEO Openness 0.17 0.07 0.008 0.10 0.09 0.262

CEO Gender –0.06 0.08 0.403 –0.14 0.07 0.064

CEO Duality –0.01 0.07 0.887 0.02 0.10 0.844

CEO Tenure –0.01 0.01 0.576 –0.02 0.02 0.312

Firm size –0.03 0.02 0.087 –0.03 0.02 0.223

Tobin’s Q 0.06 0.02 0.000 0.08 0.02 0.000

Market-to-book 0.00 0.00 0.413 0.00 0.00 0.860

Return on assets 0.43 0.25 0.080 –0.06 0.29 0.826

Capital intensity 0.19 0.24 0.440 0.37 0.25 0.148

Leverage –0.03 0.08 0.750 –0.13 0.10 0.185

Financial constraints * CEO
Conscientiousness

–1.24 0.60 0.039 –1.66 0.63 0.009

Financial constraints * CEO
Extraversion

–0.42 0.38 0.273 –0.36 0.55 0.514

Financial constraints * CEO
Openness

1.61 0.64 0.011 2.04 0.85 0.017

Industry dummies Not includeda Included

Year dummies Included Included

Number of CEOs 357 357

Number of firm-year observations 1516 1516
aNot included due to clustering at firm level
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is, such observations are likely to be more similar to each other than they are to
observations of other firms. We apply a pooled OLS model in the robustness section
and find highly consistent results. For the pooled OLS model, we use robust standard
errors clustered on the firm level and perform a Breusch Godfrey test (chisq= 157,
df= 1, p< 0.001), providing further support for using the GEE model. (A fixed-
effects model is inappropriate since personality traits, our moderator variables, are
time-invariant (Certo et al. 2017; Harrison et al. 2019).) Therefore, a GEE model
appears most suitable for the study’s research purpose (Hardin and Hilbe 2012). We
assume an exchangeable correlation structure.4

To facilitate the interpretation of interaction terms (Dawson 2014), we mean-cen-
ter the variables related to financial constraints and personality traits in the regression
analyses.

4 Results

4.1 Descriptive Statistics

Table 2 shows the descriptive statistics and bivariate correlations. Mean and standard
deviations of employees’ overall satisfaction ratings are similar to those of Jing et al.
(2019), and mean and standard deviations of personality traits are much like those
of Harrison et al. (2019). The overall satisfaction rating negatively correlates with
financial constraints (r= –0.15), and personality traits significantly correlate with
each other, which is consistent with prior research (Colbert et al. 2014; McCrae
and Costa 1987; Harrison et al. 2019; Malhotra et al. 2018). Correlations among
the control variables are weak to moderate (Ratner 2009) and similar to the results
in Jing et al. (2019).5 Most CEO- and firm-specific control variables correlate with
employee satisfaction and financial constraints, providing support for including these
variables in the regression analyses (Germann et al. 2015).

4.2 Main Findings

In Table 1, model 1 shows the results of a GEE model used to test H1–3, and
Model 2 shows the results of a pooled OLS model.

Model 1 presents the results for the moderating role of the CEO’s personality
traits (reflected in openness to experience, conscientiousness, and extraversion) on
the relationship between financial constraints and employee satisfaction (H1–3).
The model shows that financial constraints have a negative effect on employee
satisfaction (–1.48, p< 0.001). This result, including the effects of control variables
on employee satisfaction, is consistent with Jing et al.’s (2019) findings.

4 We also apply the GEE with an independent correlation and with an AR1 correlation structure and
calculate the quasi-likelihood under the independence model criterion (QIC) to determine which structure
is more realistic. Since the model with the exchangeable correlation structure yields the lowest QIC score,
that model is more suitable (Ballinger 2004; Pan 2001).
5 We thank the authors for providing us with their bivariate correlation scores.
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Fig. 3 Moderation effect of CEO openness to experience on the relation between financial constraints and
employee satisfaction (H1), displaying 95% confidence intervals for high and low levels of CEO openness

CEOs’ openness to experience positively moderates (strengthens) the relation-
ship between financial constraints and employee satisfaction (1.61, p= 0.011), as
plotted in Fig. 3. We derive two main insights from Fig. 3: First, if a firm suffers
from financial constraints (one SD above the mean), the CEO’s level of openness
becomes a decisive predictor of employee satisfaction. In numerical terms, the aver-
age employee satisfaction in firms that have financial constraints lies at 3.28, but if
these firms have open CEOs (one SD above the mean), employees are more satisfied
(3.44) than if they had CEOs who were low in openness (one SD below the mean;
satisfaction of 3.13), a difference of 9.90%. On the other hand, CEOs’ openness
in firms that are not financially constrained makes much less difference, as em-
ployee satisfaction ranges from only 3.44 to 3.51, depending on the CEO’s level of
openness. This result indicates that CEOs’ level of openness is especially powerful
when their firms are under pressure, which is in line with research that describes
the prominent role of the CEO’s personality in challenging situations (McCrae and
Costa 1987; Harrison et al. 2019).

The second insight from Fig. 3 is that the CEO’s openness buffers the negative
effect that financial constraints usually have on employee satisfaction. Firms have an
average employee satisfaction level of 3.38, but the satisfaction level of a financially
constrained firm is 3.28. However, satisfaction in firms that have open CEOs remains
high, at 3.44, even when they have financial constraints. A simple slope test confirms
that the effect of financial constraints on employee satisfaction becomes insignificant
(–0.58, p= 0.169) in firms with highly open CEOs. For CEOs who have low levels
of openness, the negative effect of financial constraints on employee satisfaction is
strong (–2.38, p< 0.001).

Following Steinberg et al. (2022), we also display the 95% confidence intervals
for high and low levels of openness and find that, beyond a value of >–0.20 for
financial constraints, the confidence intervals no longer overlap, so the direct effect
of openness becomes significant in the interaction. These findings provide strong
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Fig. 4 Moderation effect of CEO conscientiousness on the relation between financial constraints and
employee satisfaction (H2), displaying 95% confidence intervals for high and low levels of CEO consci-
entiousness

support for our hypothesis H1, which states that CEOs’ openness can mitigate the
negative impact of financial constraints on employee satisfaction.

CEOs’ conscientiousness negatively moderates the relationship between financial
constraints and employee satisfaction (–1.24, p= 0.039), as plotted in Fig. 4.

We derive two central insights from Fig. 4: First, the CEO’s level of conscien-
tiousness is a salient determinant of employee satisfaction in financially constrained
firms. Employees in financially constrained firms have an average satisfaction level
of 3.28, but that level rises to 3.41 when the CEO is low in conscientiousness (one
SD below the mean) and falls to 3.16 when the CEO is highly conscientious (one SD
above the mean), a difference of 7.91%. In financially unconstrained firms, CEOs’
conscientiousness does not affect satisfaction, as satisfaction varies only between
3.43 and 3.52, depending on the CEO’s level of conscientiousness. This result con-
firms research that argues that the effect of the CEO’s personality is particularly
pronounced in high-pressure situations like that of financial constraint (McCrae and
Costa 1987; Harrison et al. 2019).

Second, Fig. 4 shows that a conscientious CEO almost entirely buffers the adverse
effect of financial constraints on employee satisfaction: The 3.38 average satisfaction
level of all firms in our sample drops to 3.28 for financially constrained firms,
but satisfaction rises slightly to 3.41 when the CEO is less conscientious, despite
the financial constraint. The simple slope test supports the view that the impact
of financial constraints on employee satisfaction is insignificant (–0.84, p= 0.063)
when a firm’s CEO has a low level of conscientiousness, while the impact of financial
constraints on employee satisfaction is strong (–2.12, p< 0.001) in firms whose CEOs
are highly conscientious.

Following Steinberg et al. (2022), we also display the 95% confidence intervals for
high and low levels of conscientiousness and find that, beyond a value of >–0.27 for
financial constraints, they no longer overlap, so the direct effect of conscientiousness
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becomes significant in the interaction. These findings support our hypothesis H2,
which states that a low level of CEO conscientiousness mitigates the negative effect
of financial constraints on employee satisfaction.

CEOs’ extraversion does not significantly moderate the relationship between fi-
nancial constraints and employee satisfaction (–0.42, p= 0.273), so our results do
not support H3. We address this result further in the discussion section.

4.3 Supplementary Analyses

Here we determine which subcomponents of the overall employee satisfaction score
are the main drivers of our results by repeating the regression that tests H1 and H2
with the five subcategories of the Glassdoor reviews as dependent variables: culture
and values, work/life balance, senior management, compensation and benefits, and
career opportunities. Our findings suggest that the interaction effect between finan-
cial constraints and the CEO’s personality impacts employees’ ratings of their firms’
culture and values, their career opportunities, and compensation and benefits but not
the other two indicators.6

Jing et al. (2019) state that workplace culture in financially constrained firms
deteriorates when employees lose on-the-job perks, face increasing pressure from
their superiors (resulting in lower morale and confidence), and are uncertain about
their career progression. That the CEO’s personality moderates financial constraints’
relationship with workplace culture could indicate that employees are hopeful that
open CEOs and CEOs with low levels of conscientiousness will maintain a positive
workplace culture. In contrast, employees’ satisfaction with neither senior manage-
ment nor work/life balance seems to depend on the interaction between financial
constraints and the CEO’s personality.

4.4 Robustness Tests

We perform several additional analyses to examine the robustness of our findings.

Alternative regression models We repeat our analyses using a pooled OLS model
as a robustness check. (See Table 1, model 2.) To address our data’s panel structure,
we use heteroskedasticity and serial correlation robust standard errors clustered at
the firm and year levels (Arellano 1987). We find that our results for H1–3 are
highly consistent with those from our main model in terms of direction, size, and
significance levels. In addition, we perform all robustness checks from the GEE
model for the pooled OLS model as well and find stable results.

Multicollinearity As expected, we find strong bivariate correlations between per-
sonality scores, so further examination of potential multicollinearity issues is re-
quired. We start by analyzing variance inflation factors. Since our models include
factor variables (i.e., year and industry dummies), we use generalized variance in-
flation factors (GVIF) to assess multicollinearity. As the size of the GVIF tends

6 Regression tables are available from the authors up request.
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to grow with the number of dummy variables in a set, Fox and Monette (1992)
recommend taking the GVIF^(1/2 df), for which we find values ranging from 1.09
to 2.08. Squaring the GVIF^(1/2 df) results in values between 1.17 and 4.33, which
is well below the commonly accepted threshold of 10 (Cohen et al. 2003; Fox and
Monette 1992).

Even though this result does not indicate multicollinearity issues, we follow
Echambadi et al.’s (2006) recommendation in investigating multicollinearity by test-
ing the coefficients’ stability and plausibility. Echambadi et al. (2006) propose re-
peating regression analyses with subsets of the full sample and, if the results vary,
accepting that multicollinearity might be a problem. We draw ten random subsets of
our entire sample, each consisting of 90% of observations, and repeat the regression
analyses, testing H1–3 for each of the ten subsets. We find that all effects are highly
consistent in direction, size, and significance levels with what we find using the full
sample to examine H1 and H2. Overall, these analyses indicate that multicollinearity
does not distort the results of our study (Cohen et al. 2003; Echambadi et al. 2006).

In accounting for the chances of multicollinearity, we also perform our main anal-
ysis without control variables using the same sample. Although our p-values are less
convincing, we still find significant interaction effects with the same direction. The
CEO’s openness (1.33, p= 0.056) and conscientiousness (–1.25, p= 0.049) mitigate
the negative effect of financial constraints on employee satisfaction.

After excluding the personality dimensions one by one from the models, we test
whether the results remain stable. We find that, when extraversion is excluded, the
results remain stable for the interaction terms of openness (1.32, p= 0.022) and
conscientiousness (–1.18, p= 0.049) with financial constraints. When we exclude
openness and conscientiousness, respectively, the interaction terms are no longer
significant.

Endogeneity Endogeneity problems can result when a variable that is not included
in an analysis affects both the explanatory variables and the dependent variable
(Wooldridge 2010). Therefore, omitted variable bias will occur if the omitted vari-
able confounds our proposed relationships and also influences CEO personality,
financial constraints, and overall satisfaction. An individual’s personality is widely
accepted as being stable after age 40 (Roberts et al. 2006). Since the mean age of
CEOs in our sample is 56.3 years, with a standard deviation of 6.2 years, we expect
their personalities to be stable and unaffected by any omitted variable that might
affect employee satisfaction. Because of this stability, personality—along with such
variables as intelligence quotient (IQ)—is considered a good instrument (Antonakis
2011). In addition, personality is considered to be exogenous (Antonakis et al. 2010),
which makes omitted variable bias and reverse causality related to the moderation
effect unlikely.

Nevertheless, to quantify the potential for omitted variable bias, we follow the
recommendations of Busenbark et al. (2021) and Frank (2000) to analyze the robust-
ness of inference to replacement (RIR). We compute the bias necessary to invalidate
our inference at a p< 0.1 significance level (Frank et al. 2013) and find that 24.23%
of our estimate for conscientiousness and 31.34% of our estimate for openness to
experience would have to be due to bias to invalidate our results. In other words, 367
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cases for conscientiousness and 475 cases for openness would have to be replaced
with cases for which there is an effect of 0, which seems unreasonable. Thus, we do
not believe that our results are affected by omitted variable bias. Busenbark et al.
(2021) further suggest analyzing how much adding or removing control variables
changes the focal coefficient in the model and comparing this with the percentage
value retrieved from the RIR. We remove the control variables Tobin’s Q and capital
intensity that are most strongly correlated with the independent, and dependent vari-
ables. The focal coefficients change by a maximum of |2| percent compared to the
original model, which is much lower than the reported RIR results. When removing
all control variables, the coefficient of the interaction term changes by –17% for
openness to experience, while the coefficient of the interaction term changes by 1%
for conscientiousness. Following Busenbark et al. (2021, p. 28) those results indicate
that we are not likely to have a problem with biases, “for any source of endogeneity,
not limited exclusively to omitted variable (Frank et al. 2013).” We also address the
possibility of reverse causality by lagging the variables in the model.

Endogenous sample selection bias may result from selecting nonrandom samples,
that is, when the cases included in the sample result from an unobserved process
(Certo et al. 2016), so we use a Heckman selection model to determine the likelihood
of sample selection bias. Following the approach described in Engelen et al. (2022),
we construct an instrument from the Glassdoor data based on the average number of
reviews from firms in the same industry (Germann et al. 2015). Then we calculate
a probit model using the dependent variable with the instrument and all variables
from the main model as independent variables as the selection criterion. As a result,
we receive the inverse Mills ratio, which we add as a control variable in our second-
stage model, for which we use pooled OLS (Wolfolds and Siegel 2019). Our results
remain highly consistent with those from our main model. For instance, CEOs’
openness to experience (conscientiousness) positively (negatively) moderates the
relationship between financial constraints and employee satisfaction (1.98, p= 0.023;
–1.66, p= 0.009). The inverse Mills ratio is not significant (p> 0.1) in any of these
models.

Other personality traits as control variables We do not hypothesize or model
the CEO’s levels of neuroticism or agreeableness as part of our main analyses but
repeat our calculations with neuroticism and agreeableness as control variables as
a robustness check. While our findings remain highly consistent, we caution against
relying too heavily on these results because of strong bivariate correlations between
agreeableness and neuroticism (r= –0.77), agreeableness and openness (r= 0.85),
and neuroticism and openness (r= –0.81).

5 Discussion and Conclusion

Our research shows that the negative effect of financial constraints on employee satis-
faction can be buffered by two personality traits: high openness to experience or low
conscientiousness (H1, H2). However, CEOs with opposite personality traits—low
openness or high conscientiousness—pose a significant danger to employee satisfac-
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tion when their firms are under financial constraints, as satisfaction levels are 8–10%
lower when CEOs are less open or highly conscientious. Our research finds no ef-
fect of extraversion on the relationship between financial constraints and employee
satisfaction.

5.1 Theory-related Implications

Our findings have four primary implications for management research that uses up-
per echelons theory to examine financial constraints, the antecedents of employee
satisfaction, and the impact of the CEO’s personality. First, we add to emerging
research on the effects of financial constraints by arguing theoretically and confirm-
ing empirically that detrimental effects on employee satisfaction can be buffered
by CEOs whose personality traits include openness but not conscientiousness. This
finding equips shareholders and other strategic decision-makers with knowledge
about what may happen to employee satisfaction (and its likely outcomes) when
their firms are financially constrained, based on their CEOs’ personality traits.

Second, we advance strategic management research on the antecedents of em-
ployee satisfaction. As scholars in the field of resource-based theory argue, stake-
holders like employees are essential drivers of firm performance (Barney 2018,
2020). Our study shows that understanding the origins of employee satisfaction re-
quires investigating interacting factors, rather than single factors in isolation, and
that the interaction between financial constraints and the CEO’s personality is one
such revealing interaction.

Third, we extend management research on both upper echelons and trickle-down
effects. Our findings are in line with both perspectives in that they indicate that
the CEO’s personality is a dominant predictor of firm outcomes in terms of em-
ployee satisfaction when the firm is under financial constraints. Through trickle-
down effects, the CEO’s personality traits not only affect those who directly report
to him or her, but also cascade down to all employees (Smith et al. 2018), so they
affect employee satisfaction at all levels when the firm is financially constrained.
More specifically, we derive the personality traits of a manager who can be effective
in protecting employee satisfaction when the firm is financially constrained as one
who has a high level of openness and/or a low level of conscientiousness. Since
we do not find any effect of extraversion in moderating the relationship between
financial constraints and employee satisfaction, both extraversion and introversion
could be beneficial in managing the impact of financial constraints on employee
satisfaction. Extraverted CEOs may be able to mitigate the negative consequences
of financial constraints on employee satisfaction by spreading optimism, positively
affecting corporate culture, and reacting flexibly to challenging situations, while an
introverted CEO’s calm nature and ability to think complex tasks through before
reacting to crises (Bono and Judge 2004; Costa and McCrae 1988) can positively
affect employees’ perceptions of job security and their firms’ corporate culture. Such
counteracting forces may have led to inconclusive results regarding H3.

Finally, our study is among the first to apply Glassdoor reviews as indicators of
employee satisfaction and to use the linguistic tool developed by Harrison et al.
(2019) to determine personality. This approach allows us to analyze the associations
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among financial constraints, the CEO’s personality, and employee satisfaction based
on a comparatively large sample, rather than using the survey-based methods that
are often limited to smaller samples.

5.2 Practical Implications

From a practical perspective, our findings underscore the importance of the board
of directors’ and other TMT executives’ paying close attention to the CEO’s per-
sonality when a firm is under financial constraints. CEOs who have low levels of
openness or high levels of conscientiousness typically react to financial constraints
in a manner that can be detrimental to employee satisfaction, resulting in negative
consequences for a company’s ability to deal effectively with the crisis. Therefore,
knowing whether the CEO’s reaction to financial constraints (contingent on his or
her personality) is likely to be detrimental to employee satisfaction can help the
team support and encourage the employee-friendly response that can protect firm
value. This information can also be valuable for succession decisions, as the board of
a financially constrained firm should pay close attention to candidates’ personalities
to ensure they choose a person who can protect employee satisfaction.

5.3 Limitations and Avenues for Future Research

Our study has several limitations that provide opportunities for future research.
First, we assess financial constraints using the index developed by Whited and
Wu (2006), which is found to be a valid proxy for constraints (Jing et al. 2019).
Future research could use other indices to ratify our findings. (See Hadlock and
Pierce (2010) for an evaluation of these indices.) In addition, Jing et al. (2019)
recommend differentiating between equity and debt constraints using the method
from Hoberg and Maksimovic (2014). Future research could repeat our analyses
with other measures for financial constraints to paint a more granular picture of how
financial constraints affect employee satisfaction. Additional research is also required
regarding the underlying mechanisms that may explain why financial constraints lead
to reduced job satisfaction.

Another limitation lies in our use of quantitative ratings from Glassdoor to deter-
mine employee satisfaction, a choice we made because employees’ qualitative as-
sessments of their satisfaction can provide employees’ perspectives (Dabirian et al.
2017; Schmiedel et al. 2019). However, we do not determine the specific aspects
of satisfaction that are affected by financial constraints and the CEO’s personal-
ity. Future research could build on this methodology to deepen our understanding
of employee satisfaction. Furthermore, future research in this field would benefit
tremendously from including the rater characteristics such as gender, age and na-
tionality which are now available by Glassdoor (Glassdoor 2021), to differentiate
employees’ reactions further.

Recent advancements in upper echelons research, especially that on strategic
leadership interfaces, stress that it is not the CEO in isolation who influences orga-
nizations but the CEO’s interfaces with other corporate actors, such as the TMT and
the board (Georgakakis et al. 2019; Simsek et al. 2018). Including the personality
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characteristics of other TMT or board members could be a promising addition to
research, as could team dynamics and personality constellations in the leadership
team.

Future research could also include mid-cap and small-cap organizations in an
analysis because, especially in smaller organizations, these employees are likely
to interface directly with the CEO, resulting in even strong effects of the CEO’s
personality on their attitude toward financial constraints.
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