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Abstract  

This paper studies the relationship between chief executive officer (CEO) tenure and firm 

financial performance based on a sample of energy companies across the European Union 

for the years between 2013 and 2016. The model differentiated between firm financial 

performance measured by Tobin’s Q and return on assets (ROA). While the empirical 

research shows a direct positive linear correlation between Tobin’s Q and CEO tenure, 

no such significant findings were displayed for firm performance in terms of ROA. 

Additionally, the study suggests that in the oil & gas subsector a longer CEO tenure is 

associated with better performance, while in the utilities as well as the renewables 

subsector the opposite is evident. The potential impact of CEO tenure on managerial 

decisions and company strategies with regards to CEO appointment are discussed.  
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Introduction  

A chief executive officer (CEO) is the highest-ranking executive in a company and as 

such is responsible for the overall success of an organisation. “The CEO manages the 

company, glorifying in its successes and taking the blame for its failures”, (Coates & 

Kraakman, 2010, p. 2).  This statement strongly emphasized on the vital role a CEO plays 

within an organisation as well as on his or her direct accountability for the overall firm’s 

performance.  

Apart from being responsible for strategic and investment decisions, the CEO has the task 

to convey a strong image and general representation of the organisation both internally 

(employees, board of directors) as well as externally (clients, investors, competitors, etc). 

A good CEO should signal credibility, ensure confidence throughout the market, attract 

investors and establish credible, strong relationships with various stakeholders. However, 

a CEO cannot achieve this overnight. In order to generate visible results in these areas, 

more time is required. The same holds true for organisational, industry and firm specific 

learning. The more time an employee spends in a company, the better he or she performs 

daily tasks, as he or she acquires more knowledge and better insights in the company. 

Couldn’t this also be the case for CEOs? CEOs usually face extremely high expectations 

in term of short-term performance improvement and fast results. This is highly 

problematic, as strategic decisions require significant amounts of time to generate results. 

Especially in heavy industries such as the steal, energy, or the ship manufacturing 

industries, the return on investment requires longer time compared to products and 

services in the services sector. Therefore, it is important to understand the implication of 

the amount of time a CEO serves in a firm.  

For this purpose, the term CEO tenure is introduced. According to Webster, tenure is the 

act, right, manner, or term of holding something (such as a landed property, a position, or 

an office). In the context of an organisation, a CEO’s tenure refers to the time a person 

spends holding the position of chief executive officer in a firm.  

This research will focus on the relationship between a CEO tenure and the financial 

performance of an organisation, concentrating on the energy industry in the European 

union. While there is a substantial research already conducted in this area, most of the 

existing studies are based on a sample comprising companies across various industries 

(Vintila, Onofrei, and Gherghina, 2015; Wang, Holmes, Oh, and Zhu, 2016; Limbach, 
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Schmid, and Scholz, 2016). However, previous studies have shown that there is a variance 

in results between companies from more dynamic industries, such as the computer 

industry and less dynamic industries, such as the food, retail, and the energy industries 

(Henderson, Miller, and Hambrick, 2006; McClelland, Barker, and Oh, 2012). Hence, the 

present study aims at filling this gap by investigating the influence of the years a CEO 

spends in office on the firm financial performance across energy companies. Given the 

strategic importance of the energy sector for the world economic, social, and 

technological development, understanding the factors influencing the performance of 

energy firms is crucial for the overall success of the industry.  

The remainder of the paper is structured as follows: in the next sector the existing 

literature on the importance of the CEO, CEO tenure and firm performance is reviewed. 

Based on the findings derived from the scientific literature, the research gap and research 

questions are specified. Afterwards, the sample set as well as the research methodology 

are described, following which the results of the empirical model are presented. Finally, 

in the discussion part the scientific and managerial implication of the results are 

presented.  
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1. Literature review  

While the scientific literature provides various insides on the relationship between CEO 

attributes and firm performance, the majority of existing research takes a broader view 

on this topic without examining the specifications of particular industries or markets. 

Furthermore, the findings with respect to this issue are often conflicting and divergent in 

terms of variables and focus points. The following review of existing literature will first 

present a general overview of the expected influence a CEO has on firms and 

consequently on firm performance. Afterwards, by adapting a more narrow approach and 

thus concentrating on a specific CEO attribute, namely CEO tenure, the existing research 

on the relationship between CEO tenure and organisational developments and finally 

CEO tenure and firm financial performance, which is the also the focal point of this 

scientific research, will be examined.  

 

1.1. The CEO  

A chief executive officer (CEO) is the highest-ranking executive in a company and as 

such is responsible for the overall success of an organisation. According to Coates and 

Kraakman (2010, p.2 ) the CEO “manages the company, glorifying in its successes and 

taking the blame for its failures”. This statement strongly emphasized on the vital role a 

CEO plays within an organisation as well as on his or her direct accountability for the 

overall firm performance. He or she represents the company, shapes its culture and values, 

sets the tone for its vision. Taking this into account, it is not surprising to see the extensive 

amount of scientific research focusing on the influence CEOs have on firm outcomes.  

Over time, researchers have approached this question from different perspective. Some 

have taken a more general point of view considering the contribution of a CEO to the 

overall company performance (Thomas, 1998; Mackey, 2008). Findings are however 

partly controversial: one of the most influential studies evaluating the relationship 

between company performance and organizational leaders, conducted by Lieberson and 

O’Connor (1972) argues that although individual leaders have an impact on 

organizational performance due to their distinctive leadership qualities, in a common 

market environment situational factors are prevailing. Building on this and examining the 

leadership-corporate performance issue in the retail market in the UK, Thomas (1998) 

states that while within the company leaders, such as chief executive officers, can account 
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for differing outcomes, a comparison between different firms and thus the variance in 

performance can be mostly attributed to the distractive characteristics of the organizations 

themselves, such as firm size, rather than to the performance of leaders. The latter is said 

to explain only between 3.9 and 7 percent of the variance in performance.  

A more recent study by Wasserman, Nohria, and Anand (2010) addresses a slightly 

different question. Instead of asking “Does leadership matter?”, the authors aim at finding 

“When does leadership matter?”. By examining 531 companies from 42 industries, the 

scholars show that a CEO effects 14.7 percent and 13.5 percent of the variance in firm 

outcomes measured by using ROA and Tobin’s Q, respectively, which is similar to the 

findings by Lieberson and O’Connor in amount of 14.5 percent of variance explained. 

However, the study by Wasserman, Nohria and Anand is unique as it also takes into 

consideration variations across industries. For example, in industries characterized by 

abundance of opportunities, as well as ease in terms of exchange between parties, CEO’s 

attribution to company performance is lower. The same holds true for industries with low 

industry concentration and low levels of growth rates. In a different setting, Mackey 

(2008) measures the contribution of CEOs to overall organisational performance. 

However, in the sample only firms whose CEOs have worked for more than one firm in 

the sample are included. Findings show that CEOs can be held accountable for 29.2 

percent of unexplained variance in company profitability (ROA) and 12.7 percent in 

business-segment profitability. Additionally, contradicting previous research, the authors 

suggest that CEOs have a stronger impact on firm performance compared to other factors, 

such as industry and corporate effects. Later, Hambrick and Quigley (2014) use a 

technique, which considers industry performance together with the respective CEO’s 

years in office and excludes firm’s own performance. They find that CEOs effect is 

attributable to 35.5 percent of the variance in company outcomes, again measured by 

ROA. Later, by collecting a larger company sample Quigley and Hambrick (2015) 

examine CEO effects on firm performance in a time span of 60-year time for 1,015 

companies across 30 industries in the United States. Their findings suggest that the effect 

of CEOs on company performance increased significantly for the period between 1950 

and 2009.  

A different approach was also presented by Crossland and Hambrick (2007), researching 

the variance between the impact of CEOs on company performance across different 

regions, more specifically 100 firms from the United States, 100 firms from Japan, and 
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100 firms from Germany. By introducing the term “national system”, the authors 

collectively express the characteristics of different regions, including economic factors, 

or institutions, that characterize the nation state within which a firm is “principally 

located, or headquartered…such factors are national values, corporate governance 

practices, legal systems, and government regulations”. The results state that the United 

States is the country with the highest CEO effect on variability in firm performance with 

13.40 percent, followed by Germany with 9.40 percent, and Japan with the lowest score 

of 4.64 percent (variance in company performance is measured by ROA). Those findings 

indicate that there are differences in terms of CEO power across countries worldwide in 

additional to industrial characteristics that need to be considered.  

Apart from the general relationship between CEOs and firm performance, scholars have 

also researched the implications of managerial experience on organisations. A study by 

Custódio, Ferreira, and Matos (2013) shows that general managerial skills are valued 

higher among CEOs compared to firm-specific managerial experience. Building on it, 

Falato, Li, and Milbourn (2015) study the relationship between CEO experience, 

compensation, and performance and find that CEOs’ compensation is dependent on their 

industry credentials, reputation in the press, and educational background. Additionally,  

CEOs with better credentials and working for larger companies show a stronger 

performance on the job. By taking a different point of view, Cai, Sevilir, and Yang (2015) 

show that CEOs who have previously worked at certain companies called “CEO 

factories” deliver superior performance later at their executive positions. This in turn 

amplifies that high-quality training is positively correlated with subsequent firm 

performance.  

Some researchers touched upon softer dimensions concentrating on the relation between 

CEO’s personality and firm outcomes. According to Kaplan, Klebanov, and Sorensen 

(2012), CEOs’ execution-related abilities such as persistence, work ethic, aggressiveness, 

high standards are associated with better company outcomes, while interpersonal skills, 

such as teamwork, integrity, listening skills are not seen as an indication for better 

performance. Later, Gow, Kaplan, Larcker, and Zakolyukina, (2016) develop a 

framework categorizing CEOs’ “Big Five” traits and find that certain CEO 

characteristics, such as openness and extraversion influence company outcomes. Partly 

contradicting those results Page (2018), argues that CE attributes explain variability in 

compensation, however have little impact on firm value.   
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In summary, there is an evident interest among researchers about the role of the CEO 

within an organization and his or her influence on company outcomes. However, existing 

studies and hence estimates about the extent to which CEOs’ characteristics are directly 

attributable to firm performance are varying, especially among different industries and 

markets. Nevertheless, it can be argued that that personal background, previous CEO 

experience, as well as CEO work style have an impact on firm performance.  

 

1.2. The CEO tenure and organisational development 

The existing literature has reviewed the notion of CEO tenure from different perspectives, 

examining both the merits and the drawbacks of CEO tenure.  

One of the most significant studies to touch upon the CEO tenure field was conducted by 

Hambrick and Fakutomi’s (1991). The researchers build on the life cycle theory 

framework and find that a CEO’s tenure consists of five main stages or “seasons”, 

namely: “response to mandate”, “experimentation”, ”selection of an enduring theme”, 

“convergence”, and “dysfunction”. The authors suggest that firm performance relative to 

the industry increases in the initial phrases of a CEO tenure in account of learning, higher 

motivation as well as task interest, and openness. Furthermore, at the beginning of his or 

her tenure, a CEO is willing to undertake bigger changes and introduce new ideas, 

however over time this tendency declines. After some time in office, the CEO experiences 

diminishing task interest, concentrates on highly filtered information and is more prone 

to believe in the strong correctness of his or her views, which in turn leads to decreasing 

firm performance. The study shows that a CEO tenure follows a curvilinear performance 

pattern with company performance reaching its highest point approximately in the middle 

of the fourth season “convergence” and afterwards starts declining 

In 1975 already, approximately 15 years before Hambrick and Fakutomi’s (1991)’s work, 

Meyer conducted a research on changes in leadership and the corresponding effects on 

organizational structures, by studying 215 city, state, and country finance departments. 

His findings suggest that long-tenured executives have stronger power to resist external 

pressures and thus stakeholders. Similarly, Katz’s (1982) research also implies that with 

tenure rigidity and commitment to established policies and practices increase. The longer 

a CEO is in office, the more averse he or she becomes towards change, as the commitment 

to the statue quo increases. Executives become certain of their established course of action 
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and try preventing big changes also in account of fear of risking their stable position 

within the organisation. This is not surprising, as individuals tend to prefer avoiding 

losses, in this case possibly resulting from undertaking strategic change, over realizing 

gains (Kahneman, Knetsch, and Thaler, 1991). 

In a similar way, Miller (1991) studies the relationship between a long and short CEO 

tenure and the match between environment and structure as well as environment and 

strategy and facilitated by the CEO. The author’s sample consists of “small and medium-

sized, undiversified, autonomous companies”, representing a wide variety of industries 

and based in the province of Quebec, Canada. His research shows an inverse relation 

between CEO tenure and above-mentioned matches, which leads to his conclusion that 

less tenured CEOs are more likely to adapt the organisation’s strategy and structure 

according to the surrounding environment. Additionally, the author argues that this 

relationship is even stronger in a company setting characterized by uncertain 

environments and concentrated ownership He introduces the term “stale in the saddle” in 

order to describe long-tenured CEOs inability to adapt to the organizational surrounding 

and the CEOs increased autonomy and influence over the company’s stakeholders such 

as second-tier managers, directors and bankers. Related to this theory, Ryan, Wang, and 

Wiggins (2009) study the effect between CEO tenure and board monitoring. The authors 

examine 1,324 firms from S&P 500, S&P Midcap 400, and S&P Smallcap 600 and 

suggest that CEO tenure negatively correlates with board-of-director monitoring, 

meaning the longer a CEO is in office, the less frequently the board meets. This is 

consistent with Hermalin and Weisbach’ (1998) and Hermalin’ (2005) findings that with 

time the board’s trust in the CEO’s abilities gets stronger, CEOs become entrenched and 

their negotiating power increases, which in turn leads to reduced board monitoring. In 

addition to this, Onali, Galiakhmetova, Molyneux, and Torluccio (2016) prove that as 

CEO power increases (measured by CEO ownership, CEO tenure, and unforced CEO 

turnover), which leads to the CEOs entrenchment, a stronger internal monitoring by the 

board of directors, presumed those have a large ownership stake in the company, can help 

increase company performance.  

A different model developed by (Altunbaş, Thornton, and Uymaz, 2017) aims at 

assessing the relationship between CEO tenure and corporate misconduct in the banking 

industry in the US. The authors argue that the probability of corporate misconduct 

increases with CEO tenure, however this holds true for banks with poor assets quality and 
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capitalization as well as low efficiency. According to the study, independent corporate 

board do not contribute substantially to mitigating such behaviour.  

Similar to Hambrick and Fakutomi’s (1991) findings that CEOs scale back new changes 

over the time of their serving, Miller and Shamsie (2001) suggest that product line 

experimentation declines as executives’ tenure increases. This is partly supported by the 

fact that over time CEOs increase their knowledge of the organization as well as the 

product offering and the surrounding environment, which leads to an increased 

confidence in their company portfolio. Wiersema and Bantel (1992) find that low average 

organisational tenure is positively correlated with strategic change. However, surprisingly 

higher average team tenure (meaning the time the management team has worked together) 

is expected to support corporate / strategic changes. In another study, Wu, Levitas, and 

Priem (2005) examine the CEO tenure-invention relationship. They find an inverted U-

shaped correlation between both parameters, peaking at the intermediate-to-late tenure. 

Furthermore, the authors argue that while long-tenured CEOs are more effective in stable 

technological environments, as they introduce innovation gradually, in dynamic 

technological environments short-tenured CEOs can leverage on their experimentation 

and subsequent learning.  

Partly contradicting the above mentioned findings, Musteen, Barker, and Baeten (2010) 

find a positive relationship between CEO’s attitude toward change and the company’s 

attitude towards innovation as CEO tenure increases. However, their sample solely 

consisted of non-profit confederations in the United States, which might partly explain 

the deviating behaviour of executives.   

Simsek (2007) presents a different approach towards CEO tenure. The author implies that 

a CEO tenure shapes the risk-taking behaviour of the top management team (TMT) and 

therefore examines the relationship between the CEO tenure-TMT risk-taking 

propensities and firm performance (firm performance is assessed by using both financial 

indicator such as sales growth and non-financial indicators such as market share growth). 

Long-tenured CEOs are associated with better understanding of the firm’s environment, 

as well as more developed on-the-job and firm specific skills. Additionally, a longer 

period of time as CEO is associated with higher integration of the CEO both in the firm 

and the firm-environment. Therefore, it is assumed that long-tenured CEO would have 

the capabilities to successfully foster risky initiatives. However, the authors also argue 

that normally increasing tenure is associated with risk aversion due to fear of negative 
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outcomes. The model shows that CEO tenure indirectly influences firm performance via 

his or her impact of TMT risk-taking behaviour and the firm’s pursuit of entrepreneurial 

activities. 

Part of the literature also focuses on the link between CEO tenure and his or her 

organisational relationships both internally and externally. For example, Vera and 

Crossan (2004) suggest that strategic leaders, facilitate learning amongst employees in 

the form of providing an infrastructure for sharing of idea, practices and experiences, 

encouraging teamwork and trust. Luo, Kanuri, and Andrews (2013) find a positive 

relationship between CEO tenure and firm-employees, based on the notion that during 

their tenure, CEOs learn via various channels, one of which is employees’ knowledge, 

which in turn strengthens the relationship between the two parties and increases 

employees sense of importance. Additionally, CEOs gain a better understanding of 

employees needs and constraints (Hatch and Dyer, 2004). Luo, Kanuri and Andrews 

(2013) also take into account the relationship between CEO tenure and firm-customers. 

They prove the existence of an inverted U-shaped association between both parameters 

in account of CEOs concentration on their own paradigm rather than the external market 

environment.  

In a recent research by Zona (2016), the author studies the effects of governance devices 

on CEO conduct in terms of R&D investments. Although R&D spending largely 

contribute to developing a competitive advantage for companies, increasing productivity 

and strengthening corporate performance (Garcia-Manjon and Romero-Merino, 2012), 

CEOs often perceive R&D investments as risky due to their longer time to monetize an 

deliver payoffs (Driverand Guedes, 2012). Based on this and by studying more than 300 

public US companies, Zona (2016) finds that stock options and board independence lead 

to increased R&D investments in later CEO tenures, while in early CEO tenures they 

decrease those.  

To sum up, scientist have found multiple dimensions reflecting the impact CEO tenure 

has on various parts of the organization, mostly suggesting a curvilinear performance 

pattern between both. The literature implies that as CEO tenure increases, CEOs become 

more reluctant to change and thus “stale in the saddle”. The latter is also associated with 

CEOs gaining more negotiating power and thus more influence over the board. 

Additionally, in order to avoid uncertainties and keep their position as CEO, many 

executives scale back innovation after some years in office. At the same time, long-
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tenured CEOs are expected to bring a better understanding of the company environment, 

organizational processes and products and as well as the company employees. 

 

1.3. CEO tenure and firm financial performance 

As explained in the previous section, a CEO tenure influences the company environment, 

stakeholders, strategy and activities, which in turn have a direct or indirect impact on 

financial outcomes. Therefore, it is important to understand the relationship between CEO 

tenure and firm financial performance.  

In one of his studies, Miller (1991) found that CEO tenure indirectly influences firm 

financial performance (ROI, sales growth, and net income growth) through its inverse 

relation to the match between strategy and environment. However, the researcher did not 

find any direct relationship between CEO tenure and performance. In a later study, Miller 

and Schamsie (2001) found that there is an inverse U-shaped relationship between top 

executive tenure and an organization’s financial performance. Their research is based on 

the notion that over time, CEOs acquire more task knowledge, as well as industry and 

firm specific expertise, which in turn leads to more effective resource allocation and thus 

more successful choices. However, their findings show that at the end of a CEO’s tenure 

performance starts declining. As the study focuses on the Hollywood film industry, 

financial performance is measured by ROS.  

In a more recent study, Wang, Holmes, Oh, and Zhu (2016) suggest that CEO tenure and 

firm strategic actions are negatively correlated, which in turn supports previous findings 

in this area. However, they also find that CEO tenure is positively associated with firm 

future performance in general and more specifically in terms of profitability. Similarly, 

McClelland, Liang, and Barker, III (2010) find that CEO tenure is positively associated 

with commitment to the status quo within the organisation. However, they find an 

interesting indirect relationship between CEO tenure and firm financial performance 

facilitated by the CEO’s commitment to the status quo. According to their research, in 

high discretion industries, such as the computer equipment or electrical components 

industries, a negative relationship between future firm performance and CEO’s 

commitment to established policies exists (measured by both Tobin’s Q and accounting-

based measures). This can be explained by the fast-changing environment these 

companies operate in. Nevertheless, low-discretion industries are characterized by greater 
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stability as well as aversion towards change. Although the authors do not find a clear 

evidence for an existing relationship between firm performance in low-discretion 

industries and CEO’s commitment to the status quo, they suggest that such CEOs are less 

prone to deteriorating company outcomes in case of stronger commitment to the status 

quo compared to the counterparts in high-discretion industries.  

Henderson, Miller and Hambrick (2006) conduct a study examining the different impact 

of CEO tenure on financial performance in the dynamic computer industry and in the food 

industry. While in the food industry an inverted U-shaped relation is observed with 

financial performance declining only after 10-15 years of a CEO serving, CEOs’ time in 

office in computer companies is negatively correlated with profitability. Based on this 

study, McClelland, Barker, and Oh (2012) further test the variance in firm performance 

and CEO tenure across different industries in the United States. The authors argue for a 

negative correlation between longer CEO tenures and future financial performance 

(measured by ROA) in dynamic industries, however for stable industries such as the retail 

industry no evidence is found. The study implies that there is no prove for CEO tenure to 

hurt future performance in less-dynamic industries.  

In their research, Vintila, Onofrei, and Gherghina (2015) study the relationship of CEO 

characteristics, such as CEO age and CEO tenure, and firm financial performance by 

examining a sample of companies listed on the Bucharest Stock exchange. They find a 

positive correlation between CEO tenure and Tobin’s Q ratio, however no evidence for a 

curvilinear relationship was extracted. In another similar study by Vintila and Gherghina 

(2012), that assesses the relationship between CEO characteristics (such as age, tenure, 

status) and firm financial performance, the authors found that there is a positive 

relationship between CEO tenure and ROA as well as P/E ratio, however for other 

financial metrics such as Tobin’s Q and ROE the model could not be validated. The later 

study considers only listed companies from the United States.  

Part of the findings of the above-mentioned studies are supported by a research conducted 

by Limbach, Schmid and Scholz (2016), which proves the inverted U-shaped relation 

between CEO tenure and Tobin’s Q as well as ROA across S&P 1500 companies and 

suggests a “sweet spot” of 12 years for optimal CEO serving. Additionally, the study 

examines the effects of the economic environment and concludes that for firms operating 

in a dynamic and fast changing environment, the optimum CEO tenure is reached earlier, 

in comparison to companies in stable environments. Observed from the opposite 
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perspective, Brookman and Thistle (2009) argue that future CEO tenure is partly 

dependent on their predecessor’s performance, as well as their own performance. 

Furthermore, the authors suggest that the possibility of contract termination increases in 

the first thirteen years of the position in office and afterwards starts decreasing. However, 

in the selected sample, only 18 percent of the CEOs have tenure greater than thirteen 

years. Finally, a positive relationship between tenure and firm performance as well as 

compensation is found, meaning that the CEO’s tenure is expected to be longer as the 

company shows superior performance.  Aligned with these results, in an earlier study 

Allgood and Farell (2000) find that similarly, a forced turnover is less likely to incur for 

a CEO with a tenure higher than ten years. Additionally, it is evident that there is a 

negative correlation between forced turnover and firm financial performance.   

As part of their research, Luo, Kanuri and Andrews (2013) found that firm-employee and 

firm-customer relationship strength mediate the effects of CEO tenure on firm financial 

outcomes. In this case financial performance is depicted by stock price (in terms of 

magnitude and volatility).  Their sample consisted of publicly traded companies in the 

United States.  

 

1.4. Review of the energy sector  

The energy industry is one of the vital cornerstones of today’s society and the immense 

progress we have been observing in the world. It is at the heart of the development for all 

other businesses and hence can largely influence the entire economy. The energy sector 

is a strategic sector, which accompanies people in every step of their lives: in producing 

light and heat, transportation of goods, services and people, production of food, clothing, 

water treatment, etc. Additionally, it does not only support other industries and their 

advancements, investments in the energy segment drive investments, innovation and job 

creation across all sectors.  

The energy sector comprises all industries engaged in the production, exploration, as well 

as marketing of energy resources. Overall, the global primary energy consumption grew 

by 1.0% in 2016, which is fairly similar to the growth of 0.9% and 1% recorded in 2015 

and 2014, respectively (BP Statistical Review of World Energy, June 2017). In terms of 

regions, while in the early 90s’ OECD countries accounted for the biggest energy growth 

drivers, since 1995 the trend has shifted towards developing economies, with China and 
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India being the major growth contributors, together representing almost half of the 

increase in demand worldwide.  

The International Energy Association classifies energy fuels in five main categories, 

namely coal, oil, gas, nuclear, and renewables. In the end of 2016, oil accounted for the 

largest share of energy consumed (approx. 33.3%), followed by coal (28.1%) and natural 

gas (24.1%). The smallest share was attributed to renewable energy sources such solar 

and wind power (3.2%) (BP Statistical Review of World Energy, June 2017). However, 

the status quo and thus the current energy mix is expected to change in the future. In the 

next 20 years, renewables, together with nuclear and hydroelectric power are supposed to 

contribute to half of the worlds energy supply increase.  Nevertheless, the main energy 

sources, namely oil, gas, and coal will continue accounting for over 75% of the overall 

supplies. The main drivers for change are first, the development in emerging economies, 

due to the rise of the middle class and thus the increasing energy demand. Second, a 

change in the transport sector leading to increased efficiency of transport vehicles and a 

shirt towards environmental friendly transportation means are expected to impact energy 

markets (BP Energy Outlook, 2017 edition). 

Even though the European Union is the second largest economy and consumes one fifth 

of the total energy produces worldwide, Europe is still highly dependent on energy 

resources coming from outside of it. Oil is purchased mostly by OPEC (Organisation of 

the Petroleum Exporting Countries) and Russia, while gas is mostly purchased from 

Russia, Norway, and Algeria. The parties involved in energy regulations across the 

European Union consist of a co-operative grouping of national energy regulators (the 

Council of European Energy Regulators, or CEER), the Agency for the Cooperation of 

Energy Regulators (ACER), as well as two approved associations of industry parties for 

the electricity and gas segments (the European Network Transmission System Operators) 

(Black, 2013). 

In order to improve energy security and improve efficiency in the sector, the European 

Union has developed a European energy strategy. Improved energy efficiency aims at not 

only at cutting consumers’ energy bills but also protecting the environment. One of the 

main objectives of the strategy is to increase the share of energy consumed by renewable 

sources to one fifth of the overall demand until 2020. Efforts put in increasing energy 

efficiency have a positive effect on economy growth as they further stimulate businesses 
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as homes insulation, building refurbishing, which in turn leads to new job creations (The 

European Union Explained: Energy; 2012).  

Furthermore, the European Union is developing a new EU energy market legislation, 

which is also known as the third package, and has the goal of improving the functionality 

of the internal energy market. It focuses on five main points: unbundling energy suppliers 

from network operators and hence increasing competition, strengthening the 

independence of regulators, establishment of the establishment of the Agency for the 

Cooperation of Energy Regulators (ACER), cross-border cooperation between 

transmission system operators and the creation of European Networks for Transmission 

System Operators, and increasing the transparency in retail markets to benefit consumer.  

 

CEO attributes specification in the energy industry 

The crucial importance of the energy industry for economic development worldwide as 

well as its high impact on other industries justify the high regulation observed in the 

sector. Therefore, leaders in the energy industry are expected to have profound 

understanding of the regulatory standards and requirements for running the business. 

Additionally, in order to maintain strong relationships with the governing bodies and 

other important stakeholders, a strong network of contacts can be considered as an 

essential asset for CEOs. However, for such network to develop, a long time in office is 

needed.  

Furthermore, as mentioned above, the energy industry is expected to face significant 

challenges and experience a major transition in the near future. Hence, energy companies 

need leaders that have not only a comprehensive understanding of the regulatory 

framework, but also possess both extensive company and industry knowledge. However, 

an in-depth understanding of the sector and its mechanics, does not necessary means that 

CEOs should be backwards looking and committed to the excepted norms. Executives in 

energy firms should challenge the status quo, be willing to innovate, especially 

considering the new initiatives presented by the EU. Therefore, a leader who is willing to 

combine the merits of the past with the best practices of the future would be most suitable 

for leading a company to success. For this to be achieved, a CEO with a profound 

understanding of the company and the industry is needed, which is considered to be 
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achiever throughout time and hence with increasing CEO tenure (Miller and Shamsie, 

2001).   

Previous studies on CEO tenure and its relationship to firm performance have shown that 

even although a negative correlation between longer CEO tenures and future financial 

performance (measured by ROA) in dynamic industries exists such as the computer 

industry, this has not been proven for more stable industries (Henderson, Miller and 

Hambrick, 2006), (McClelland, Barker, and Oh, 2012). Therefore, it can be expected that 

CEOs in the energy industry, which can be considered as a rather stable industry, would 

be associated with stronger performance as CEO tenure increases. 

Unfortunately, the scientific literature in the field of CEO characteristics of energy 

companies is fairly scarce. In account of this and for the purpose of this master thesis, 

managerial journals were screened. A recent study be PwC (2015) shows that the turnover 

rate in energy companies (refers to oil and gas firm only) has increased from 2013 to 2015 

by approximately 10 percentage points reaching approximately 23%. In this study, utility 

companies are presented separately and record significantly lower turnover rates of 

approximately 14 percent and 15 percent in 2013 and 2015, respectively. The difference 

can be attributed to the sharp fall of the oil prices in 2014, which led to a need of new 

strategic actions and possible leadership change. Additionally, the results imply that 31 

percent of CEOs in utilities company are outside hires, which is very close to the ratio 

recorded in energy companies (27 percent).  

A similar research conducted by Chris Reinsvold (2015) summarizes the CEO trends in 

the energy industry. The research as concentrated on US and international public oil and 

gas companies. The results showed that the median tenure for CEOs equates to 4.6 years, 

while the median age for large-cap CEOs was at 58 and 55 for smaller companies. 

Furthermore, CEOs with an education in the technical field (i.e. engineering and biology) 

outnumbered those with a degree in business.  With regards to CEO origin, the majority 

of CEOs proved to be insiders, being promoted within the company to an executive 

position.  

 

1.5. Research gap and hypotheses  

Given the existing theory and empirical evidence, it can be expected that there is an 

existing relationship between CEO tenure and firm financial performance, both direct and 
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indirect. However, for the purpose of this master thesis, the concentration would be on 

the direct implication between both parameters. Most previous studies imply that an 

inverse U-shaped relationship between CEO tenure and company outcomes exists, 

meaning that firm performance increases in the early years of the CEO’s office time until 

at some point performance peaks and thus starts deteriorating afterwards. However, 

evidence varies across industries, with scholars arguing for no evidence of declining 

performance in less dynamic industries. Additionally, there is a gap between scientific 

findings on the optimum CEO tenure for companies in less dynamic industries, and actual 

results shown in managerial researches. For example, while Limbach, Schmid, and 

Scholz (2016) suggest a sweet spot of 12 or more years for CEO tenure in less dynamic 

industries, industry studies show a medium of CEO tenure equating for 4.6 years for 

energy industries (oil and gas companies) (Reinsvold, 2015).  

Furthermore, different market environments could have varying impact on the 

relationship between CEO tenure and firm outcomes. As shown in a study by Crossland 

and Hambrick (2007), a big difference between the role of CEOs in the United States, 

Japan, and Germany exists. This is also represented in Hofstede’s cultural dimensions, 

that can be applied in a corporate setting and hence capture the difference in terms of 

power distance, individualism vs. collectivism between different countries (as for 

example between the United States and Europe). Most of the research on CEO tenure and 

firm performance is however conducted across companies, headquartered in the United 

States, which leaves this area in Europe partly underrepresented in the scientific literature.  

Finally, there are existing arguments both supporting and disapproving of longer CEO 

tenures. On the one hand, longer-tenured CEOs build stronger relationships within and 

outside the organisation. Over time, they develop a strong network, gain a better 

understanding of the company resources, processes, culture, and in general stakeholders 

(Pfeffer and Salancik, 1978). Although some scholars argue that CEO tenure negatively 

correlates with strategic change, this does not necessarily point at negative implications 

on company outcomes. For example, the more time a CEO is in office, the greater his 

organizational commitment becomes, which in turn reduces the possibility of 

opportunistic behaviour and hence agency costs (Gong, Law, Chang, and Xin, 2009).  

Based on the information presented above, this study will aim at explaining first the 

relationship between CEO tenure and firm financial performance in energy companies 

across Europe. Additionally, it will look into whether or not there is a variation of 



23 
 

performance across various performance indicators. Finally, it will assess whether or not 

there is a difference between the effect of CEO tenure on the performance of energy 

companies belonging to different subsectors. 
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2. Methodology   

2.1. Data collection and sample 

Data for the purpose of the study was collected from multiple sources, which will be 

explained in detail in the following section.  

Initially, a sample of all energy companies was drown from the Thomson Reuters Eikon. 

Firms were selected on the basis of their industry focus, size, origin / geographical 

location as well as operations. The primary search criteria considered only firms with 

revenue of more than 100 million euro, which were listed on a stock exchange comin 

from an initial issuer from the European Union. The primary sample included 191 

companies in total from the following subsectors: Electric Utilities, Multi-Utilities, Gas 

Utilities, Water Utilities, Independent Power Producers & Energy Traders, Renewable 

Electricity, Oil & Gas Exploration & Production, Oil & Gas Drilling, Oil & Gas 

Equipment & Services, Integrated Oi & Gas, Oil & Gas Refining & Marketing, Oil & 

Gas Storage & Transportation, Coal & Consumable Fuels. All company websites were 

screened in order to best assess the suitability of the companies included in the sample. 

Additionally, Bloomberg was used for double checking companies’ primary operation 

focus. Companies, which were not directly engages in the exploration, production, or 

transmission of energy sources were discarded from the list. Among the companies 

excluded were energy equipment and plant manufacturers, maintenance service 

providers, oil & gas maritime transportation providers, as well as other third-party 

providers. Hence, the sample focus lies on up-stream and down-stream energy operators.  

Companies, which were initially listed on the United Kingdom stock exchange were 

excluded from the sample due to the decision of the country to leave the European Union 

resulting in the new EU-27. Additionally, Greek and Rumanian firms were discarded due 

to the discrepancies between corporate culture in Eastern Europe and Central and Western 

Europe. Furthermore, obtaining information on some companies from the initial sample 

proved challenging due to the lack of sufficient data in English (this mostly refers to 

Hungarian entities). Therefore, those companies were not included in the final company 

selection. Firms, which underwent a major organisation change during the period studied, 

such as spin-off, were also excluded from the sample.  
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Some of the entities included belong to other companies in the sample. Nevertheless, in 

such cases, the subsidiary companies are listed separately and operate independently from 

the parent company.  

In a second step, all CEO specific information such as CEO tenure, CEO age, CEO 

compensation, etc. was collected manually, using companies’ integrated annual reports, 

companies’ websites delivering information on corporate governance and more 

specifically on the executive committees and hence the CEO himself / herself. This in 

turn further implies the uniqueness of the data set and hence the research conducted. 

Additionally, if information could not be fully retrieved from company sources, 

Bloomberg as well as other news agencies were screened.  

Finally, firm financial information was retrieved from Thomson Reuters Eikon. All 

financial data collected was in absolute numbers and in euros. Hence, the financial ratios 

used in the analysis were computed manually.  

The final sample consists of 57 energy companies, engaged in both up-stream and down-

stream activities, while the period of research captures the years between 2013 and 2016. 

For most companies, data was available for all four years of observation. In total, 221 

observations were collected, which translated into 1148 CEO years in office. The median 

of CEO tenure equated to 5.2 years, while the CEO tenure exceeding 10 years made up 

only 14% percent of the whole sample.  

 

2.2. Measurement 

Dependent Variables 

For the purpose of measuring firm financial performance, first, Return on Assets (ROA) 

was applied as a dependent variable. In the past, multiple scholars have used ROA or 

other profitability measures in empirical studies on the relationship between CEOs and 

their impact on company financial performance. Among those are Wasserman, Nohria, 

and Anand (2010), Lieberson and O’Connor (1972), Mackey (2008), Later, Hambrick 

and Quigley (2014), Crossland and Hambrick (2007). Furthermore, ROA has been used 

in studies examining the connection between CEO tenure and firm financial performance: 

McClelland, Barker, and Oh (2012), Vintila and Gherghina (2012), and Limbach, Schmid 

and Scholz (2016). Nevertheless, accounting-focused literature argues that performance 
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ratios such as ROA have a downside as well. For example, they do not take into 

consideration either inflation (Whittington, 1983) or risk (Schmalensee, 1981). 

Furthermore, investments carried out by past management, take time to monetize. Hence, 

time lag between financial results and CEO activities occur (McGahan, 1998). 

Additionally, the balance sheet fails to incorporate intangible assets such as brand equity 

and technical expertise. Nevertheless, in the setting of the energy industry, a sector 

characterized by high up-front investments in tangible assets, accounting based metrics 

are suitable indicators for a company’s performance.  

In order to escape the possible bias of accounting-based measures, researchers often 

include Tobin’s Q in their empirical works. Tobin’s Q is the firm’s market value relative 

to its book value. The metric often appears in the scientific literature focused on the CEO 

impact on firm performance such as Wasserman, Nohria, and Anand (2010), Lieberson 

and O’Connor (1972), as well as in papers specifically studying CEO tenure and firm 

financial outcomes: Vintila and Gherghina (2012), Limbach, Schmid and Scholz (2016), 

McClelland, Liang, and Barker, III (2010), Vintila, Onofrei, and Gherghina (2015). 

Tobin’s Q is considered to be superior compared to pure accounting-based measures, as 

it can be interpreted as a signal for a company’s future performance (McGahan, 1998). 

While, as mentioned above, accounting metrics suffer from time lags, Tobin’s Q is 

considered to capture the current market situation as it is based on the company’s stock. 

Hence, it is sensitive to both short-term and long-term CEO activities and the investors’ 

perception of the market / company and their prospects. Finally, it captures essential 

company information such as intangible assets, which is not part of the balance sheet.    

 

Independent Variables 

CEO tenure is measured by counting the years a chief executive had been in office. 

However, in the cases when the CEO was assigned to his / her position later than the 1th 

of January in the respective year, the first incomplete year of tenure is not considered, due 

to the limited contribution of the new CEO. In this year, the CEO leaving the position is 

considered to have had a stronger influence on the company performance in account of 

his actions and policies from his / her mandate. Similarly, even when the final year of 

tenure is not fully completed, it is still considered as a full year due to the implications 

mentioned before. Furthermore, a square of CEO tenure is calculated and included where 

it is significant. Unless otherwise noted, all predictors are updated annually. 
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Control Variables  

CEO controls 

CEOs’ previous experience as well as his or her knowledge of the company can have a 

major impact on the firm financial performance. For this purpose, a dummy variable is 

used for assessing whether or not the CEO is an insider (=1) or outsider (=0). The same 

control variable can be seen in the research of Allgood and Farell (2000) and Luo, Kanuri 

and Andrews (2013).The initial idea to use a dummy variable explaining whether or not 

a CEO is the founder of the company or not was discarded due to the little representation 

of founders in the sample obtained.  

By increasing their tenure, CEOs grow older, which in turn has an impact both on their 

knowledge as well as their abilities. Taking this into account, the model is controlled for 

CEO age, something done previously by Henderson, Milller and Hambrick (2006) and 

Brookman and Thistle (2009). 

Additionally, a CEO’s compensation can be both an indicator for his or her motivation as 

well as abilities and performance. Therefore, originally the model was supposed to be 

tested for effects derived from CEO compensation. Previously, Brookman and Thistle 

(2009), McClelland, Barker, and Oh (2012), and Luo, Kanuri and Andrews (2013) have 

also tested for total CEO compensation in their models. Nevertheless, due to the limited 

amount of information available on CEO compensation and hence the inability to collect 

the data for the whole sample, this control variable was dropped in order to not reduce 

significantly the sample size used in the regression model.  

 

Organisational controls 

Similar to Henderson, Milller and Hambrick (2006), McClelland, Barker, and Oh (2012), 

and Luo, Kanuri and Andrews (2013)’s empirical researches, the number of company 

employees is used as a measure of firm size and hence controlling for economies of scale. 

Additionally, the logarithm of operating profit is used for similar purposes. According to 

Vintila and Gherghina (2012)’s and Brookman and Thistle (2009, it is also possible to 

apply the logarithm of the companies’ total assets, however due to the fact the variable is 

part of the computation of the dependent variables for firm financial performance, total 

assets were not used in the model. 
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Major strategic changes can have a significant impact on variance in company 

performance. For instance, if the company remains on its general operating track, capital 

expenditures levels are supposed to remain rather stable in the course of the years. This 

approach was again used by Henderson, Milller and Hambrick (2006) as well as 

Geletkanycz and Hambrick (1997) and Westphal, Seidel and Stewart (2001). However, 

since the underlying model considers every observation as an independent one, a 

company pattern is not established. Therefore, capital expenditures divided by revenue in 

order is applied to assess the level of investment intensity for the respective observations. 

The studies mentioned also consider research and development expenditures and 

advertising expenditures, however due to the unavailability of data, in this research the 

focus would be solely on capital expenditures.  

Capital structure between companies can vary significantly, especially in the energy 

industry, which as mentioned above requires both high up-front and running investments. 

Financial leverage is used as a control variable to test for gearing impact on performance. 

The same approach was applied by Brookman and Thistle (2009) and Vintila and 

Gherghina (2012). Similarly, McClelland, Barker, and Oh (2012) and Luo, Kanuri and 

Andrews (2013) also control for capital structure, however they use a debt-to-asset ratio.  

 

Other controls (industry, yearl) 

Although all companies in the sample are active in the energy industry, it is possible to 

observe some difference between companies engaged in for example up-stream and 

down-stream activities. Therefore, dummy variables are used for controlling for the 

various subsectors of the sample. Three main subsectors have been identified: utilities 

(comprising water, gas and electricity utility companies, multiutilities, and independent 

electricity providers), oil and gas companies (Oil & Gas Exploration & Production, Oil 

& Gas Drilling, Oil & Gas Equipment & Services, Integrated Oi & Gas, Oil & Gas 

Refining & Marketing, Oil & Gas Storage & Transportation, Coal & Consumable Fuels), 

and renewable energy companies.  

Additionally, the model is controlled for year effects for the years between 2013 and 

2016. This variable was included especially in account of the oil price shock that 

happened in 2014 and negatively impacted a number of companies in the industry. For 
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this purpose, the year effect control aims to detect any relationship that stems from the 

industry specifics for the years investigated in the sample.  

In the adjacent table all variables used are presented according to their classification. 

Additionally, a description of the variables as well as the sources used are specified.  
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Table 1: Description of the variables covered in the empirical research 

 

Source: Own processing 

 

2.3. Modelling 

The data set used for the model comprises of 221 observations for 57 companies, collected 

for the time period between 2013 and 2016. When a firm or a CEO appear in the sample 

for all of four years, the CEO tenure as well as his individual characteristics and firm 

specific characteristics are included in the sample as a separate observation. This is due 

Variable Description Source

Independent variable

CEO tenure The tenure of a Chief Executive Officer within a given company, presented in years Company annual 

reports / company 

website

Dependent variables

ROA Return on Assets is a financial indicator for the profitability of a company based on 

its total assets. It is calculated by dividing the net earnings after extraordinary events 

and before distributions by the total assets and is stated in percent

Thomson Reuters 

Eikon (computed 

manually)

Tobin's Q Tobin's Q or the q ratio is an indicator for the total market of a company relative to 

its book value. It is calculated n the basis of the total outstanding shares multiplied 

by the company's share price as of 31.12 and devided by the company's book value 

as of 31.12

Thomson Reuters 

Eikon (computed 

manually)

Control variables

CEO controls

Insider vs. outsider Dummy Variable

If the CEO was in the company prior to his or her appointment as CEO, then the 

variale is equal to 1

If the CEO joined the company at the time of his or her appointment as CEO, then the 

variable is equal to 0

Company annual 

reports / company 

website

CEO age The age of the CEO expressed in years Company annual 

reports / company 

website

Organisational 

controls

Log operating profit Presents a logarithm of the operating profit Thomson Reuters 

Eikon (computed 

manually)

Capital expenditures 

to revenue

Capital expenditures relative to total revenue gives information about how 

aggressively the company is investing in its long-term operational assets. It is 

calculated by dividing the company's annual investments in property, plant, and 

equipement by its total sales. 

Thomson Reuters 

Eikon (computed 

manually)

Employees Number of full time employees Thomson Reuters 

Eikon (computed 

manually)

External effects

Year Used to control for year effects. 

Year 2013=1

Year 2014=2

Year 2015=3

Year 2016=4

na

Industry Used to control for industry effects. 

Utility companies=1

Oil & gas companies=2

Reneable energy companies=3

Thomson Reuters 

Eikon
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to the fact that the observed time span is too short to conduct a time series regression and 

hence assess the CEO’s effect on the firm performance over the course of his or her entire 

tenure. Therefore, the model is calculated by using a pooled cross-section multiple 

regression analysis, based on the general model:   

yi = β0 + β1x1i + β2x2i + … + βmxmi + εi 

where: 

yi = the independent variable (firm financial performance) 

β0 = the intercept or the constant is the expected mean value of Y when all X equal 0. It 

takes into consideration the effect of all factors influencing firm financial performance 

and are kept at a stable level through time except the independent variable (and the 

explanatory variable) quantified in the model  

β = the slope captures the expected increase (decrease) in response to a per unit change 

in X 

xji = the independent variable j for each observation i 

εi = the residual term of the regression, which captures the effect of factors with random 

/ uncontrollable actions, characterized by the fact that the mean is zero and the variance 

is constant 

i = the respective observation. 

 

Table 2: Classification of the variables from the econometric research 

 

Source: Own processing 

In the table above all variables included according to their roles in the empirical model 

are presented. Since there are two firm financial performance indicators, for each of those 

Dependent variable

Firm performance is measured by the following variables:

ROA Control variables

Tobin's Q CEO controls Organisational 

controls

External effects

Insider vs. outsider Employees Year

CEO age Log opeerating 

profit

Subsector

Capital 

expenditures to 

revenue

Independent variables

CEO tenure
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a separate econometric model is developed. Additionally, as control variables can be 

classified in three main categories (CEO, organisational, and other controls). 

As the relationship between CEO tenure and firm financial performance is not expected 

to be linear, the model is tested for non-linearity. Besides, in order to remove the 

multicollinearity problem, which could determine the misrepresentation of the 

interpretations regarding the results from the models, all models are tested for 

multicollinearity.  

The first model variation is designed to capture the effect of CEO tenure on firm financial 

performance measured in terms of Tobin’s Q.  

Model variation 1:  

Tobin’s Q = β0 + β1*CEO Tenure + β2*Year + β3*Subsector+ β4*CEO Age + β5*Insider 

+ β6*Log Operating Profit + β7*Capex/Revenue + εi 

 

The second model variation is designed to capture the relationship between CEO tenure 

on firm financial performance measured in terms of ROA.  

Model variation 2:  

ROA = β0 + β1*CEO Tenure + β2*Year + β3*Subsector+ β4*CEO Age + β5*Insider + 

β6*Employees + β7*Capex/Revenue + εi 

 

Finally, an interaction term between CEO tenure and the respective subsector will be 

introduced in the equations with the purpose of analysing the variance between the 

impact the years a CEO spends holding the position considering the given subsector.  
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2.4. Descriptive statistics 

 

Table 3: Overview of descriptive statistics 

 

Source: Own calculations using Stata 

 

Table 4: Descriptive statistics of the variables 

 

Source: Own calculations using Stata 

 

Table 4 is a presentation of the descriptive statistics with regards to the sample and the 

variables included in it.  
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Concerning the industry and more specifically the energy subsectors, 65% of all 

observations represent utility companies, 29.4% companies active in the Oil & Gas sector 

and only 5.4% are renewable energy producers. The majority of the sampled CEOs 

(66.6%) were already working at the company before being appointed to CEOs. However, 

in only 5% of all observations were the founders of the company operating as CEOs.  

The mean age for all CEOs was at approximately 56, with the youngest CEO being 36 

and the oldest 74. The mean length of a CEO tenure equated to circa 5.2 years, however 

while some CEOs spent only a year in office, other kept the post for 21 years.  

On average, CEOs were spending approximately 20.1% of the companies’ revenues on 

capital expenditures, which is expected given the high tangible assets intensity in the 

energy industry. In terms of profitability, the average Return on assets ratio was 2.3%. 

The Tobin’s Q mean was approximately 0.5, which points that most of the companies 

were undervalued in the moment of observation.   
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3. Results  

The first model studies the relationship between firm financial performance and CEO 

tenure. As mentioned above, firm financial performance is measured by two different 

variables, once by ROA and once by Tobin’s Q. Hence, two equations are built for this 

purpose with differing dependent variables. Multicollinearity was assessed by using 

variance inflation factors. As presented in Table 8 and 9 in the appendix, the variance 

inflation factors are fairly low, around 1 for all variables, showing that the independent 

variables (as well as the control variables) are not correlated within the model and hence 

the results are not inflated.  

Furthermore, the model was tested for omitted variables in order to assess whether or not 

all variables needed to explain the dependent variable are included. Results are presented 

in Table 10 and 11 in the appendix and show a p-value of 0.964 and 0.992 for Tobin’s Q 

and ROA, respectively, which is below the usual threshold of 0.05, therefore the null 

hypothesis can be rejected as the model is specified correctly.  

Additionally, the model is tested for heteroskedasticity in order to assess if the variance 

of the conditional distribution of the independent variables is constant for the sample. By 

applying the Breusch-Pagan test, the presence of heteroskedasticity in the model is 

suggested since the null hypothesis that residuals are homoscedastic for Tobin’s Q is 

rejected (p > 0.00). However, this does not hold true for the second model variation with 

dependent variable measured by ROA (p > 0.328).  

Finally, a test on the non-linear relationship between the dependent and the independent 

variable is performed, aiming to clarify whether or not polynomial terms should be added 

to the model. In both model variations, the relationship between firm financial 

performance and CEO tenure is linear. The same result is presented in the adjacent 

graphics (Graph 1 and 2).  
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Graph 1: Scatterplot on the relationship between CEO tenure and Tobin’s Q 

Source: Own calculations using Stata 

Graph 2: Scatterplot on the relationship between CEO tenure and ROA 

Source: Own calculations using Stata 
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The first model variation suggest that there is a positive linear relationship between CEO 

tenure and Tobin’s Q  with p < 0.05 and t-statistics > 1.96. Furthermore, the model 

variation reveals a significant negative relationship between CEO age and Tobin’s Q, 

which was also found in a previous study by Vintila, Onofrei, and Gherghina (2015), 

however firm financial performance in that study was measured by PER. The same study 

found no relationship between CEO age and Tobin’s Q as well as ROA. Similarly, Vintila 

and Gherghina (2012) failed to prove a statistically significant relation between the age 

of a CEO and Tobin’s Q. Since the focus of this master thesis is mainly concentrated on 

the relationship of CEO tenure and company financial performance, future research 

would be advised to further investigate the interaction between CEO age and firm 

financial performance.  

Furthermore, the model variation suggests a positive correlation between the logarithm 

of operating profit and Tobin’s Q, which can be explained by the positive market reaction 

in the case of higher operating profit recorded by the company in question. Additionally, 

year effects do not show any statistical significance and hence do not contribute to the 

variation in Tobin’s Q. The same holds true for capital expenditures as percentage of 

revenue as well as for the CEO origin.  

Finally, the model variation suggests a differing financial performance in terms of 

Tobin’s Q dependent on the energy subsector. According to the results, companies active 

in the Oil & Gas industry and in the Renewables energy industry yield higher results 

compared to their peers in the utility subsector. Overall, the model varioation is believed 

to explain approximately 30% of the variance in Tobin’s Q. 
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Table 5:  Linear regression CEO tenure and Tobin’s Q 

 

Source: Own calculations using Stata 
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The second model variation, which studies the relationship between CEO tenure and 

ROA fails to deliver statistically significant results (p > 0.05, t-statistics < 1.96) and hence 

implies that the years a CEO spends in an office do not explain the variance in company 

financial performance measured by ROA.  

Table 6:  Linear regression CEO tenure and ROA 

 

Source: Own calculations using Stata 

Finally, by introducing interaction terms between CEO tenure and the respective 

subsector, the model variation investigates whether of not a difference between the impact 

of CEO years spent in office on firm financial performance between various energy 

subsectors exists. As presented in table 7 below, a negative correlation between CEO 

tenure and Tobin’s Q for companies active in the utilities  and renewables subsectors is 

detected (p < 0.02 and p < 0.00, respectively). However, the model variation suggests that 

for companies in the oil & gas subsector the opposite results are expected (p < 0.00). In 

terms of firm financial performance measured by ROA no significant results were found 

(see Table 16 in the appendix).  
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Table 7: Coefficient estimates for CEO tenure, Tobin’s Q and subsector interaction term 

 

Source: Own calculations using Stata . 

* p<0.05, ** p<0.01, *** p<0.001

Standard errors in parentheses

                                                            

R-sq                0.189           0.257           0.179   

N                     164             164             164   

                                                            

                  (0.222)         (0.215)         (0.225)   

_cons               1.160***        1.267***        1.274***

                                                 (0.0123)   

ceo_tenu~les                                      -0.0548***

                                (0.00888)                   

ceo_tenur~as                       0.0449***                

                (0.00871)                                   

ceo_tenu~ies      -0.0279**                                 

                (0.00401)       (0.00402)       (0.00403)   

age               -0.0132**       -0.0143***      -0.0137***

                 (0.0686)        (0.0650)        (0.0693)   

2016.year          0.0690          0.0802          0.0542   

                 (0.0689)        (0.0658)        (0.0703)   

2015.year          0.0218          0.0372          0.0272   

                 (0.0583)        (0.0551)        (0.0590)   

2014.year         -0.0179         -0.0157        -0.00463   

                      (.)             (.)             (.)   

2013.year               0               0               0   

                 (0.0533)        (0.0513)        (0.0546)   

insider          -0.00898         -0.0306         -0.0463   

                 (0.0226)        (0.0215)        (0.0249)   

log_op_pro~t       0.0323          0.0462*         0.0518*  

                 (0.0896)        (0.0726)         (0.121)   

capex_reve~e       0.0858          0.0482           0.177   

                 (0.0111)       (0.00701)       (0.00716)   

ceo_tenure         0.0356**       0.00620          0.0130   

                                                            

                        q               q               q   

                      (1)             (2)             (3)   
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4. Discussion  

The empirical model suggests that there is a positive correlation between CEO tenure and 

firm financial performance in terms of Tobin’s Q in the energy industry across the 

Euperean Union, which is consistent with the findings of Vintila, Onofrei, and Gherghina 

(2015) and Limbach, Schmid and Scholz (2016). Nevertheless, the research fails to prove 

such a relationship between CEO tenure and ROA, similarly to previous research 

conducted by McClelland, Barker, and Oh (2012) and Henderson, Miller and Hambrick, 

(2006). Furthermore, the research finds a positive interaction term between CEO tenure 

in the oil& gas subsector and its effect on firm financial performance, while a negative 

interaction is exhibited for companies from the utilities and renewables subsector. These 

findings partly contradict a study by PwC (2015), which suggest that CEO turnover in the 

oil & gas industry is higher compared to the utility industry. However, due to the limited 

number of observation in the sample used in this master thesis as well as unification of 

performance variables used for all the subsector, these observation give the basis for 

future research in this area. Scientific researchers in the future  can concentrate on further 

explaining these variation by first applying a bigger sample of companies from the various 

subsector in their research and second using subsector specific indicator.  

This empirical research enriches the scientific literature by examining the specifications 

of CEO characteristics in the energy industry. More specifically, it concentrates on the 

relationship between CEO tenure and firm financial performance. The findings contribute 

to existent research on CEO tenure, while simultaneously narrowing down the application 

scope by concentrating on a specific sector. Indeed, while researchers have long 

acknowledged the need to better understand the uniquely important role of the CEO 

within the energy industry, the CEO–energy sector interface has generally been 

unexplored. Additionally, the existing literature on CEO tenure has not delivered a 

consistent result on the implication between both variables, leaving a room for 

exploration. The research shows how the duration of a CEO tenure can influence 

company outcomes and hence help maximize firm financial performance considering the 

dynamics of the energy industry. However, considering the mean of CEO tenure of 

approximately 5.2 years, it is difficult to estimate whether or not the relationship between 

CEO tenure and firm financial performance is following an inverted U-shaped pattern. 

Furthermore, while the model proves a direct link between CEO tenure and firm financial 
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performance, it also opens a door for a discussion regarding factors facilitating an indirect 

link between both variables.  

In addition to the contribution evident for the scientific literature, this research enriches 

the managerial understanding with regards to the importance of CEO tenure and its effect 

on company performance. In-depth practical implications and recommendation for 

companies active in the energy industry will be discussed in the sector below.  

 

4.1. Energy specific managerial implication and recommendations  

Even though the energy industry is expected to undergo major changes in the upcoming 

years do the transition to more sustainable energy resources as well as the new regulatory 

framework implemented by the EU, energy companies should further rely leaders with a 

proven track record of industry and company insights, who can successfully lead the 

companies through times of change and possible uncertainty. In highly dynamic 

industries such as the computer industry CEO’s change is often associated with bringing 

in new ideas, introduction of innovation and in general with the creation of new strategy 

and way of thinking. While these events can lead to positive results in fast-changing 

sectors, the energy industry is characterized not only by stability, but also by great 

responsibilities for the success of other industries. Hence, change should be introduced 

on a gradual pace by people who possess extensive knowledge and expertise and 

understand both the traditional operating model as well as the transition happening in the 

market.  

 

CEO tenure  

The proven positive relationship between CEO tenure and firm financial performance 

implies that longer-tenured CEOs are better seasoned leaders with idiosyncratic and tacit 

knowledge of the company and its external surrounding. By serving a longer period of 

time, CEOs accumulate a track record of firm specific knowledge, industry 

understanding, which matched together can lead to a firm’s success. This way they can 

gain a better confidence and strengthen their position both internally as well as externally. 

Consequently, the fears of becoming “stale in the saddle” (Miller, 1991)  or committed to 

the status quo and hence reluctant to strategic change or innovation have less of a negative 
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impact compared to the advantages a long CEO tenure delivers. This is especially 

important in the setting of the energy industry, which can be referred to as more stable 

and less prone to changes and disruptive innovation. 

For achieving superior performance in the energy industry, CEOs need to possess 

extensive knowledge of both the industry, the company and all of its assets, operations 

and stakeholders, as well as understand the dynamics between the external and the 

internal environment. Additionally, given the importance of the energy industry for the 

world economy and hence the regulatory requirements imposed by the government and 

supranational organisations, a profound knowledge of the legislation and the regulations 

is required. Furthermore, CEOs need to have an established relationship to multiple 

stakeholders such as regulatory bodies, the government, suppliers and customers, etc. 

which would ensure a smooth company operation. All of the above mentioned 

characteristics of success need time to be accumulated. Even excellent practitioners with 

in-depth understanding of the energy market, would need time in office to learn about the 

mechanics and specifications of the new company they are starting in as CEOs. In the 

case of insider hires, a on-job learning about the responsibilities of the new position would 

be the time-consuming component. This can be seen as some of the explanations for a 

positive relationship between CEO tenure and firm financial performance.  

Hence, companies should be advised to avoid frequent CEO changes and thus stimulate 

longer-tenure CEOs. In order to achieve this, the focus of both the company and the CEO 

should lie in the long-term. A feeling of loyalty and responsibility in the CEOs mind 

should be fostered. One of the most efficient ways to do it would be via the CEO 

compensation. Usually, a CEO compensation consists of a fixed and variable 

remuneration parts. The fixed part is aid out in the given period and the exact amount is 

agreed upon from the beginning on, while the variable compensation is dependent on the 

targets a CEO achieves in the given period. Targets are usually set between the 

supervisory board and the CEO and are fairly communicated to both parties. They can be 

both long- and short-term.  Depending on the level of achievement of the targets, the CEO 

received his or her variable compensation. Furthermore, parts of the variable 

compensation can be transferred to a compensation bank, where it is deposited for a given 

period of time, until the targets are achieved to their full extent. Additionally, instead of 

paying cash in the form of variable compensation, companies can offer CEOs stock 

options or shares, which would increase the CEO’s involvement and loyalty and hence 
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motivation and for long-term firm success. Thus, a CEO’s variable compensation which 

is based on long-term goals would on the one hand ensure that the CEO undertakes actions 

that would deliver positive results in the longer period and hence prevent hazardous 

behaviour aimed at maximizing short-term results and thus short-term compensation. On 

the other hand, it would develop a sense of loyalty and belonging to the company as well 

as stimulate the CEO to hold the position for a longer time both based on monetary as 

well as intrinsic motivation.  

 

Market perception of the CEO 

The empirical model postulates that the positive correlation between CEO tenure and firm 

financial performance in observed only in terms of Tobin’s and not in terms of ROA. This 

can be attributed to the fact that ROA captures only the historical data presented in the 

financial statements, while Tobin’s Q includes the market expectations and perception of 

the company and its leader. A Tobin’s Q bigger than 1 implies that the market value of a 

company is higher than its book value. In dynamic industries such as the pharmaceutical 

industry or the technological industry this could be connected to the market’s expectation 

for growth of a given company. However, as the energy industry is considered to be a 

fairly stable sector, unexpected or steep company growth is rarely taking place. 

Consequently, a strong company performance in terms of Tobin’s Q positively correlated 

with CEO tenure suggests that a long-tenured CEO could be associated with higher 

market trust in the CEO’s capabilities and actions and hence with better future 

performance of the firm. Those findings find practical relevance for companies and their 

shareholders as strong market confidence in the company’s success and its CEO, would 

lead to a higher demand for company’s shares, which in turn would increase the price per 

company share and hence the company market value. A superior market valuation and 

market confidence strengthens the firm’s negotiating position, especially in terms of 

access to financing (lower interest on credit lines) as well as delivers better returns for 

investors.  Based on these findings, companies should invest time and effort in building 

a strong image, reputation, and presence of the CEO on the market by emphasizing on 

the CEO’s strong track record of success, superior knowledge of the market and 

capabilities. The company should facilitate an open discussion between the CEO and its 

stakeholders, which would set the foundations for a strong relationship based on 

transparency, openness, and accessibility. This could be accomplished by organising 
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regular call (in necessary meetings) between the CEO and equity analysts and thus 

frequently updating the market on changes and movements undertaken by the company. 

Appearances at industry specific conferences as well as fairs and governmental events 

should further contribute to fostering a thriving atmosphere and relationship between the 

CEO / the company and external parties. Furthermore, this would increase future and 

existing investors’ trust in firm activities and performance as well as their willingness to 

invest in the given company rather than in one of its competitors. Additionally, a change 

in strategy or an introduction of a new product / service would be perceived by investors 

more positively.  

Nevertheless, a negative effect resulting from the market’s perception of a given CEO 

and his/her direct contribution to firm performance might occur. If a CEO is too strongly 

associated with a given company, a CEO change might lead to abrupt market 

development. In other words, in the case when the CEO leaves the company, the market 

could react negatively, which in turn could lead to a significant drop in the company 

value.  

Consequently, we can conclude that the market tends to trust CEOs with longer tenure 

that have proven their position both in the company and the industry. Furthermore, as 

mentioned earlier, the energy industry is one of the vital components and drivers of the 

world development and hence plays a major role in the economy. CEOs in energy 

companies are not only expected to possess an in-depth knowledge of the industry and 

the company itself, but also to be able to create and maintain valuable relationships to 

various stakeholders. It can be assumed that a longer CEO tenure positively contributes 

to those factors.  

 

4.2. Limitations 

While the conducted empirical study is unique given the industry and geographical focus 

as well as the data, part of which was collected manually, it still posts some limitations 

that need to be discussed and possible addressed in further research.  

Even though financial information was collected from Thomson Reuters Eikon and is 

hence expected to be consistent across different companies, all of the information on CEO 

tenure, CEO compensation, CEO age as well as data on whether or not the CEO is an 

outsider / insider or founder / non-founder of the company was collected manually. 



46 
 

Consequently, there might be some variations between the data collected from the various 

annual reports, especially with regards to CEO compensation. Additionally, as past of the 

essential data was collected manually, the entire sample consists of 221 observations. In 

the future, the investigation of this topic can be improved by enlarging the sample size 

both in terms of companies and thus observations. Finally, due to the limited number of 

companies, it was not possible to control for country effects. This is the reason only 

control variables for regions in Europe were included.  

The overall sample contains data from 57 companies and 221 observations in total, 

recorded between 2013 and 2016. Due to the fact that the research concentrates only on 

a four years time span, it does not capture the entire CEO tenure of executives and thus 

fails to deliver insights on the incremental development of a firm’s outcomes under the 

leadership of a given person. Hence, the empirical study does not deliver insights on the 

highest / lowest points of financial performance throughout a CEO’s tenure. For future 

research, scientist can try to follow the entire development of a CEO tenure and firm 

outcomes. Nevertheless, this could prove challenging due to the limitation in account of 

the manual data collection, as it was the case in this empirical research.  

Finally, the presented research examined the direct relationship of CEO tenure and firm 

financial performance in the energy industry across Europe. Future research could aim at 

incorporating various proxy variables that could facilitate an indirect relation between the 

CEO tenure and company outcomes, such as new strategical actions, introduction of 

innovation, as well as risk aversion. Nevertheless, collecting data on such variables as 

well as quantifying them might be seen as challenging. According to Barker and Mueller 

(2002) psychological variables could have a more accurate assessment of drivers behind 

change, easier to estimate CEO characteristics such as CEO tenure are often preferred as 

“strategic decision makers must make judgments about competitors based on what can be 

observed about their competitive history and visible characteristics” (Barker and Mueller, 

2002: 799). 
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Conclusion  

The results of this empirical study do not only deliver valuable insights for the academic 

literature, they also can companies in the decision-making process with regards to the 

election / re-election of CEOs. Since a longer CEO tenure is associated with better firm 

financial results and presumably a higher market confidence, companies are advised to 

avoid often changes and hence high turnover ratios for the position of CEOs. By allowing 

a given CEO to serve longer at this position, the company would give him or her the 

change to leverage on the knowledge and skills acquired over the years. This is especially 

important in the setting of the energy industry, which is one of the main pillars of today’s 

economy and all other industries are dependent on it. Furthermore, this research proposes 

the need for differentiation between the energy subsector. Hence, understanding the 

factors influencing the performance of energy firms, such as CEO tenure, will allow 

companies to operate in a sustainable way leading both the individual firm as well as the 

whole industry towards success.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



48 
 

References 

Allgood, S. and Farrell, K. A. (2000), The effect of ceo tenure on the relation between 

firm performance and turnover. Journal of Financial Research, 23, 373–390.  

Altunbaş, Y., Thornton, J., & Uymaz, Y. (2017). CEO tenure and corporate misconduct: 

Evidence from US banks. Finance Research Letters. 

Barker,  V. L and Mueller G. C. (2002). CEO characteristics and firm R&D spending. 

Management Science 48(6), 782–801. 

Black, J. (2013). European Union energy regulation, in OECD. International Regulatory 

Co-operation: Case Studies, V2. Canada-US Co-operation, EU Energy Regulation, Risk 

Assessment and Banking Supervision, OECD Publishing.  

Brookman, Jeffrey & D. Thistle, Paul. (2009). CEO tenure, the risk of termination and 

firm value. Journal of Corporate Finance. 15, 331-344.  

Cai, Y., Sevilir, M. and Yang, J. (2015). Are they different? CEOs made in CEO 

factories. Finance, 3. https://scholarcommons.scu.edu/finance/3. 

Coates, IV, John C. and Kraakman, R. (2010) CEO Tenure, Performance and Turnover 

in S&P 500 Companies. ECGI - Finance Working Paper No. 191/2007; Harvard Law 

and Economics Discussion Paper No. 595. 

Crossland, C. and Hambrick, D. C. (2007). How national systems differ in their 

constraints on corporate executives: a study of CEO effects in three countries. Strategic 

Management Journal, 28, 767–789.  

Custódio, C., Ferriera, M. A and Matos, P. (2013) Generalists versus specialists: lifetime 

work experience and chief executive officer pay. Journal of Financial Economics, 108(2), 

471-492. 

Driver, C., Guedes, C.M.J. (2012). Research and development, cash flow, agency and 

governance: UK large companies. Research Policy 41, 1565–1577. 

Falato, A., Li, D., and Milbourn, T. (2015) Which Skills Matter in the Market for CEOs? 

Evidence from Pay for CEO Credentials. Management Science, 61(12), 2845-2869. 

Garcia-Manjon, J.V., Romero-Merino, M.E.. (2012). Research, development, and firm 

growth. Empirical evidence from European top R&D spending firms. Research Policy  

41, 1084–1092. 

https://scholarcommons.scu.edu/finance/3


49 
 

Geletkanycz, M. A., & Hambrick, D. C. (1997). The external ties of top executives: 

Implications for strategic choice and performance. Administrative Science Quarterly, 

654-681. 

Gong Y, Law, K. S, Chang, S, and Xin, K. R. (2009). Human resources management and 

firm performance: The differential role of managerial affective and continuance 

commitment. Journal of Applied Psychology, 94, 263–275. 

Gow, I. D., Kaplan, S. N., Larcker, D.  F. and Zakolyukina, A. A. (2016). CEO personality 

and firm policies. 6th Miami Behavioural Finance Conference; Stanford University 

Graduate School of Business Research Paper No. 16-34; Chicago Booth Research Paper 

No. 16-13; Fama-Miller Working Paper; Rock Center for Corporate Governance at 

Stanford University Working Paper No. 220.  

Hambrick, D. and Gregory D. S. Fukutomi. (1991). The Seasons of a CEO's Tenure. The 

Academy of Management Review, 16(4), 719-742. 

Hambrick, D. C. and Quigley, T. J. (2014). Toward more accurate contextualization of 

the CEO effect on firm performance. Strategic Management Journal, 35, 473–491.  

Hatch, N. W. and Dyer, J. H. (2004), Human capital and learning as a source of 

sustainable competitive advantage. Strategic Management Journal, 25, 1155–1178. 

Henderson, A. D., Miller, D. and Hambrick, D. C. (2006). How quickly do CEOs become 

obsolete? Industry dynamism, CEO tenure, and company performance. Strategic 

Management Journal, 27, 447-460.  

Hermalin, B., and Weisbach, M. (1998). Endogenously chosen boards of directors and 

their monitoring of the CEO.  American Economic Review, 88, 96-118. 

Hermalin, B. (2005). Trends in corporate governance. Journal of Finance 50, 2351-2384. 

Hofstede, G. (1984). Cultural dimensions in management and planning. Asia Pacific 

Journal of Management, 1(2), 81-99. 

Kahneman, D., Knetsch, J., and Thaler, R. (1991). Anomalies: The Endowment Effect, 

Loss Aversion, and Status Quo Bias. The Journal of Economic Perspectives, 5(1), 193-

206.  

Kaplan, S. N., Klebanov, M. M., and Sorensen, M. (2012). Which CEO Characteristics 

and Abilities Matter?. The Journal of Finance, 67, 973–1007.  



50 
 

Katz, R. (1982). The Effects of Group Longevity on Project Communication and 

Performance. Administrative Science Quarterly, 27(1), 81-104.  

Lieberson, S. and O’Connor JF. (1972). Leadership and Organizational Performance: A 

Study of Large Corporations. American Sociological Review, 37, 117-30. 

Luo, X., Kanuri, V. K. and Andrews, M. (2014). How does CEO tenure matter? The 

mediating role of firm-employee and firm-customer relationships. Strategic Management 

Journal, 35(4), 492–511.  

Mackey, A. (2008). The Effect of CEOs on Firm Performance. 2008. Strategic 

Management Journal, 29(12), 1357–1367. 

March, J. G. (1991). Exploration and exploitation in organizational learning. 

Organization Science, 2(1), 71–87. 

McClelland, P., Barker, V. L., and Oh, W. Y. (2012). CEO Career Horizon and Tenure: 

Future Performance Implications under Different Contingencies. Journal of Business 

Research, 65(9), 1387-1393.  

McClelland, P. L., Liang, X., & Barker III, V. L. (2010). CEO commitment to the status 

quo: Replication and extension using content analysis. Journal of Management, 36(5), 

1251-1277. 

McGahan, A. M. (1998). The performance of U.S. corporations: 1981-1994. Unpublished 

manuscript, Harvard Business School, Harvard University.  

Meyer, M. (1975). Leadership and Organizational Structure. American Journal of 

Sociology, 81(3), 514-542.  

Miller, D. (1991). Stale in the Saddle: CEO Tenure and the Match between Organization 

and Environment. Management Science,37(1), 34-52. 

Miller, D. and Shamsie, J. (2001). Learning across the life cycle: Experimentation and 

performance among the hollywood studio heads. Strategic Management Journal, 22(8), 

725–745.  

Musteen, M., Barker, V. L., and Baeten, V. L. (2010). The Influence of CEO Tenure and 

Attitude Toward Change on Organizational Approaches to Innovation. The Journal of 

Applied Behavioral Science, 46(3), 360 – 387. 

https://scholar.harvard.edu/lieberson/publications/leadership-and-organizational-performance-study-large-corporations
https://scholar.harvard.edu/lieberson/publications/leadership-and-organizational-performance-study-large-corporations


51 
 

Onali, E., Galiakhmetova, R., Molyneux, P., & Torluccio, G. (2016). CEO power, 

government monitoring, and bank dividends. Journal of Financial Intermediation, 27, 

89-117. 

Quigley, T. J. and Hambrick, D. C. (2015). Has the “CEO effect” increased in recent 

decades? A new explanation for the great rise in America's attention to corporate leaders. 

Strategic Management Journal, 36, 821–830.  

Page, T. B. (2018). CEO Attributes, Compensation, and Firm Value: Evidence from a 

Structural Estimation. Journal of Financial Economics,  128(2).  

Pfeffer, J. and Salancik, G. R. (1978). The External Control of Organizations: A Resource 

Dependence Perspective. New York, NY, Harper and Row. 

Reinsvold, C. (2015). CEO trends in oil and gas. Oil and Gas Financial Journal, 12(9). 

Retrieved from http://www.ogfj.com/articles/print/volume-12/issue-9/features/ceo-

trends-in-oil-and-gas.html. 

Rupp, C, Karlsson, P, Herbst S., and Aichberger, T. (2015). CEO succession in telcos. 

PwC. Retrieved from  www.pwc.com/communicationsreview.  

Ryan, H. E., Wang, L. and Wiggins, R. A. (2009). Board-of-Director Monitoring and 

CEO Tenure. Available at SSRN: https://ssrn.com/abstract=992857 or 

http://dx.doi.org/10.2139/ssrn.992857. 

Schmalensee, R. (1981). Risk and return on long-lived tangible assets. Journal of 

Financial Economics, 9(2), 185-205.  

Schmid, M., Limbach, P. and Scholz, M. (2016) All Good Things Come to an End: CEO 

Tenure and Firm Value. In: SGF Conference 2016, 7.-9.4.2016, Zurich. 

Simsek, Z. (2007). CEO tenure and organizational performance: an intervening model. 

Strategic Management Journal, 28, 653-662. 

Thomas, A.B. (1988). Does leadership make a difference to organisational performance?. 

Administrative Science Quarterly, 33(3), 388-400. 

Vera, D and Crossan, M. (2004). Strategic leadership and organizational learning. 

Academy of Management Review 29(2): 222–240. 

http://www.pwc.com/communicationsreview
http://dx.doi.org/10.2139/ssrn.992857


52 
 

Vintila, G., and Gherghina, S. C. (2012). An empirical investigation of the relationship 

between corporate governance mechanisms, CEO characteristics and listed companies' 

performance. International Business Research, 5(10), 175-191. 

Vintilă, G., Onofrei, M., & Gherghina, Ş. C. (2015). The effects of corporate board and 

ceo characteristics on firm value: Empirical evidence from listed companies on the 

Bucharest Stock Exchange. Emerging Markets Finance and Trade, 51(6), 1244-1260. 

Wang, G., Holmes, R. M, Oh, I., and Zhu, W. (2016). Do CEOs Matter to Firm Strategic 

Actions and Firm Performance? A Meta-Analytic Investigation Based on Upper Echelons 

Theory. Personnel Psychology, 69, 775-862. 

Wasserman, N., Nohria, N., and Anand, B. N. (2010). When Does Leadership Matter? A 

Contingent Opportunities View of CEO Leadership. Chap. 2 in Handbook of Leadership 

Theory and Practice, edited by Nitin Nohria and Rakesh Khurana. Harvard Business 

Press. 

Westphal, J. D., Seidel, M. D. L., & Stewart, K. J. (2001). Second-order imitation: 

Uncovering latent effects of board network ties. Administrative Science Quarterly, 46(4), 

717-747. 

Wiersema, M. and Bantel, K. (1992). Top Management Team Demography and 

Corporate Strategic Change. The Academy of Management Journal, 35(1), 91-121.  

Whittington, G. (1983). Inflation accounting: An introduction to the debate (3). 

Cambridge University Press.  

Wu, S., Levitas, E. and Priem, R. L. (2005). CEO Tenure and Company Invention under 

Differing Levels of Technological Dynamism. The Academy of Management Journal, 

48(5), 859-873. 

Zona, F. (2016). Agency models in different stages of CEO tenure: The effects of stock 

options and board independence on R&D investment. Research Policy, 45(2), 560-575. 

 

 

 

 

 



53 
 

Appendix 

 

Table 8: Multicollinearity test with dependent variable Tobin’s Q 

 

Source: Own calculations using Stata 

 

Table 9: Multicollinearity test with dependent variable ROA 

 

Source: Own calculations using Stata 
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Table 10:  Specification error test with dependent variable Tobin’s Q 

 

Source: Own calculations using Stata 

 

Table 11: Specification error test with dependent variable Tobin’s Q 

 

Source: Own calculations using Stata 
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Table 12: Breusch-Pagan test with dependent variable Tobin’s Q 

 

Source: Own calculations using Stata 

 

Table 13: Breusch-Pagan test with dependent variable ROA 

 

Source: Own calculations using Stata 
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Table 14: Polynomial terms test with independent variable Tobin’s Q 

 

Source: Own calculations using Stata 

 

Table 15: Polynomial terms test with independent variable ROA 

 

Source: Own calculations using Stata 
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Table 16: Coefficient estimates for CEO tenure, ROA and subsector interaction term 

 

Source: Own calculations using Stata 

* p<0.05, ** p<0.01, *** p<0.001

Standard errors in parentheses

                                                            

R-sq                0.116           0.120           0.114   

N                     185             185             185   

                                                            

                 (0.0351)        (0.0351)        (0.0360)   

_cons              0.0303          0.0340          0.0293   

                                                (0.00129)   

ceo_tenu~les                                     -0.00214   

                                (0.00166)                   

ceo_tenur~as                      0.00200                   

                (0.00154)                                   

ceo_tenu~ies     -0.00142                                   

               (0.000672)      (0.000675)      (0.000679)   

age              0.000202        0.000154        0.000242   

                 (0.0103)        (0.0103)        (0.0104)   

2016.year         -0.0150         -0.0149         -0.0154   

                 (0.0106)        (0.0106)        (0.0107)   

2015.year         -0.0146         -0.0143         -0.0146   

                 (0.0124)        (0.0123)        (0.0126)   

2014.year       -0.000657       -0.000669       -0.000433   

                      (.)             (.)             (.)   

2013.year               0               0               0   

                (0.00780)       (0.00769)       (0.00796)   

insider          -0.00105        -0.00217        -0.00228   

               (8.26e-08)      (8.29e-08)      (8.51e-08)   

employees    -0.000000297*** -0.000000297*** -0.000000313***

                 (0.0174)        (0.0175)        (0.0161)   

capex_reve~e      -0.0459**       -0.0472**       -0.0410*  

                (0.00195)       (0.00119)       (0.00126)   

ceo_tenure        0.00176        0.000217        0.000741   

                                                            

                      roa             roa             roa   

                      (1)             (2)             (3)   

                                                            


