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The Influence of CEO Personal Characteristics on the Market Value of Russian Companies

Abstract

This paper analyses the impact of a CEO’s demographic and professional characteristics on the market value of the
company. The growth of company capitalisation involves the expectations of investors specifically their view of the
personality of the CEO, including whether he will be able to maintain the proper level of the company’s work and
whether there is expediency in further investment. Therefore, it is extremely important to understand exactly what
qualities of a top manager influence investor expectations.

This research is based on data from the 50 largest public Russian companies from non-financial sectors for the
period 2011-2019, and iformation is included on 98 CEOs across this period. Herein we define the mechanism of the
relationship between the personal characteristics of the CEO and the market value of the company.

Based on a pooled regression assessment, our results indicate that the level of education of the CEO is an insignificant
variable, and practical experience is valued higher than academic qualification (this is consistent with the results of
previous studies). The market responds positively to the appointment of executives with industry experience. The
experience of a CEO in a prior governmental or state role impacts negatively on firm value, and the status of the
company’s founder is met with optimism by the market, seeming to assure an interest in strategic development. The
status of an outside manager is rated higher by the market than a successful career inside the company. The optimal age
of the head of the company from the point of view of positively influencing the value of the company was determined at
49 years.

We conclude that a portrait of the head of a large traded Russian corporation has been constructed in the present work,
which contributes to the literature on optimal market perception for businesses and manager.

Key words: CEO, market value of the company, demographic characteristics of the CEO, professional characteristics of
the CEO

JEL classification: G32, G34

20 Higher School of Economics



Journal of Corporate Finance Research / New Research

2020 | Vol. 14 | # 4

Introduction

The personal characteristics of top managers play a role in
any team, but for publicly traded companies, they also act as
signals to financial markets about a firmys stability and pos-
sible strategic directions of development. What distinguish-
es top managers from the CEO is that the CEO is responsi-
ble for the company’s activities in general and reports only
to the owners of the company and their representatives.
Unlike other managers he has more decision-making power
which is accompanied by a higher degree of responsibility.
The CEO represents the interests of the owner in relation to
employees and joint organisations [1].

Research in the field of corporate governance uses the
‘upper echelons’ theory to substantiate the influence of
demographic and professional characteristics of managers
on the company’s performance [2]. A counter-argument
to this point of view is represented by the observation
that managers, being limited by the actions of corporate
monitoring mechanisms and the external business envi-
ronment, are restricted in their actions. However, these
circumstances do not significantly affect the company’s
activity [3-5]. As an alternative direction for studying

the relationship between the personal characteristics of a
manager and the performance of a firm, we will seek to
identify the conditions wherein this relationship appears
most significant. Where a final understanding hasn't

been reached [6], this may be a result of differences in the
institutional environment of different countries, in the
economic situation, and in socio-cultural traditions. This
article aims to make up for the lack of research on Russian
data on this topic with the use of a wide range of demo-
graphic and professional characteristics of top managers.
An additional task is to establish whether after 30 years of
reforms the reaction of financial markets and the corpo-
rate governance model is still strongly influenced by the
legacy of the “Soviet past”, which leads to a significant
difference between the results of domestic studies and the
results of works on samples of other countries.

Thus, the purpose of this research is to evaluate the im-
pact of the demographic and professional characteristics
of the CEO of the largest traded Russian companies on
their market value.

Literature review and research
hypotheses

The dependence of financial indicators on the managerial
abilities of the head of the company was substantiated

in the ‘upper echelons’ theory [7]. As proxy variables to
determine the managerial abilities of top managers, it is
proposed to use the following series of observed char-
acteristics: age, education, work experience, and career
history. However, using only demographic variables leaves
open the question about the impact of the real psycholog-
ical and social processes that govern the behaviour of top
management. Scientists call this challenge the ‘black box
problem’ [8-9].
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To explain the personal characteristics of the mechanism
of the positive impact of the CEO on the effectiveness of a
company, we used the analytical category of ‘commitment
to the organisation. Emotional commitment is defined as
“an emotional attachment to an organisation with which
the person involved in membership in the organisation is
clearly identified” [10]. Existing research shows that lead-
ers with high levels of organisational commitment would
like to see their company was doing well and shows good
results [11-12].

The list and nature of the influence of each of the demo-
graphic and professional characteristics analysed in our
model on the company’s market value is given below.

1. Demographic characteristics.

1.1. Gender CEO. A positive relationship between female
participation in the top management of a company and its
gross profit was found [13]. However, the authors of the
work cited at reference [14], conducting a similar study,
used the Tobin’s Q coeflicient to represent the company’s
financial performance, and did not find a positive rela-
tionship. A meta-analysis of 140 papers led to the conclu-
sion that female participation in the top management of a
company has a positive effect on its balance sheet indi-
cators; this relationship is most pronounced in countries
with a higher level of shareholder protection [15].

1.2. Age CEO. Researchers in the paper cited at [7] sug-
gested that young leaders are more inclined to take risks
and take more strategically important actions. Howev-

er, another work [16] found a positive effect of age on
balance sheet indicators. The authors explained this by
the fact that a top manager at a certain age pays more
attention to profit maximisation, which affects the size of
the bonus payments. The authors of another work [17]
came to a similar conclusion. In research number [18] the
authors concluded that firm success is positively correlat-
ed with increasing CEO age. This is explained by the fact
that the younger the CEO, the more inclined to take risks,
which does not always have a positive effect on the firm’s
performance.

1.3. Citizenship CEO. For companies in emerging markets,
attracting top managers (expats) from foreign developed
economies is associated with the transfer of effective
management technologies and best practices. In addition,
foreign executives can exercise independent control over
Russian managers and have extensive business contacts
abroad. The world labour market for top managers is
much wider than the national one. This statement ap-
plies particularly in the case of Russia [1]. Nevertheless,
attracting foreign leaders can be associated with a certain
number of challenges, including difficulty in adapting to
the socio-cultural characteristics of the country, and a lack
of understanding of the specifics of the Russian market
[19]. Also, the costs associated with finding, hiring and
moving a foreign manager can be significant [20]. Studies
analysing the effects of citizenship of top managers on the
effectiveness of the company utilise not merely the fact

of citizenship but the experience of management abroad
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[3; 21]. A positive relationship was found between a CEO
with foreign experience and firm performance, but a
stronger relationship was observed for international com-
panies. In the case of Russia, expats tend to have interna-
tional experience, so foreign citizenship can be strongly
correlated with international experience.

2. Professional characteristics.

2.1. Tenure in current position. In earlier works, scientists
tried to find a linear relationship between these variables
and determine the effect of the length of time the CEO
has held their current position on the financial perfor-
mance of companies [20]. A negative effect of longer
duration for the company’s management team was found
with regard to company growth [22]. The negative effect is
perhaps explained by the fact that managers who work for
a long time within the same company adhere to regular
and unchanging strategies, and they become adherents

of their own static ideas. As such, they are less prepared
to e.g. introduce fundamentally new technologies which
negatively affects the expectations of investors but benefit
the value of the company’s shares. At the same time, some
research [23] was able to identify a positive effect of the
duration of the current position on the profit margin.

The positive effect is that a long-serving CEO has already
formed a successful company management strategy, and
is aware of all internal processes and is well-versed in the
industry. However, other studies failed to find a significant
effect [19; 24].

2.2. Work experience as a CEQO: in the same industry, in

a similar position, in this company. One of the ways to
accumulate human capital is to have work experience in a
similar industry, which assumes that the manager knows
the peculiarities of its functioning, successful and unsuc-
cessful examples of business models of other companies in
the industry, the specifics of interaction with the govern-
ment, and potential counterparties [1]. Work experience
gained in a similar environment can be quite valuable for
a CEO, as it helps to accelerate the adoption of strategical-
ly important decisions [25]. From this point of view, there
is reason to believe that experience in a similar indus-

try can positively influence a company’s performance.
According to estimates obtained in earlier studies (see e.g.
[26]) the share of cross-sectoral movements of the heads
of Russian companies is only 8% of the total number of
transfers. This means that CEOs are focused on develop-
ing industry experience, because this is a more successful
hiring strategy.

2.3. Experience in public service. There is no consensus
among researchers as to how political ties affect a compa-
ny’s performance. In some studies, it is concluded that the
political connections of the CEO have a positive impact
on the company’s activities [27-28]. It is assumed that

a leader with political connections has access to limited
resources which provide a competitive advantage. Such
resources include new sources of funding, tax cuts, etc.
The authors conclude that executives with experience

in the public service are less likely to be removed from
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their positions because owners value their contributions
through political connections [28].

On the other hand, the political connections of a CEO
reduce the incentives of the top manager to look for more
effective ways to solve strategic problems [29]. For exam-
ple, to optimise operating costs requires a reduction in the
number of employees, but the leader could resist pursuing
this measure since it is politically disadvantageous [30].

2.4. CEO’s membership on the boards of directors of other
companies. The literature provides analysis of the im-
portance for the company of the share of independent
directors on the board of directors of companies [31-32].
In turn, independent directors are often at the head of
other enterprises [33]. It would be interesting to trace

the opposite effect, that is, to determine how the rep-
resentation of the leader on the board of directors of other
companies can influence his activities in the context of the
present study.

In-depth interviews with the directors of Russian compa-
nies conducted by Forbes in 2010 demonstrated that rep-
resentation on the board of other companies contribute
to self-fulfillment and professional experience in various
spheres of the economy. Through participation in the
board of directors of other companies, the head under-
goes training, learns the specifics of other industries, and
establishes business contacts at a high professional level
[34]. Therefore, we can assume that the representation

of the head of the board of directors of other companies
has a positive impact on the financial performance of his
company.

2.5. CEO education level. A high level of education allows
managers to offer more optimal solutions [35]. Previous
research findings point to the importance of management
training. An analysis of data on the manufacturing sector
in the United States revealed that the level of education of
the CEO is directly related to the results of the company’s
performance [36]. For example, the research [37] provides
evidence that the level of education of a person influences
the development of the value systems of top managers in
the USA. Directors who are highly qualified in account-
ing, finance, consulting, and law are more successful in
making the right business decisions to ensure the compa-
ny’s success in the stock market. On the contrary, some
studies have failed to establish a link between the educa-
tion level of the CEO and the performance of the compa-
ny [38]. Based on a sample of data from US firms, it found
no significant association and the conclusion was made
that business education is overrated.

There are not many works devoted to the study of the

role of the leader in Russia. Among them are the works
cited at [1] and [18] which examine the state of the labour
market for managers in Russia, determine the degree of
integration of the Russian market into the international
market, and study the factors influencing the appointment
of heads of enterprises (citizenship and experience in

the industry). A. Chirikova, researching gender issues in
the appointment of top managers in Russian companies,
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found that the problem of the ‘glass ceiling’ is relevant
for Russia. This problem is especially widespread in the
regions [39]. Based on the existing literature and econom-
ic intuition, it can be assumed that a woman’s tenure as a
CEO represents her accumulated work experience (e.g.
in a managerial position, in the same industry, her taking
part in the boards of directors of other companies, or in
the public service), a high level of education in general
(and business education in particular), as well as the fact
that foreign specialists from developed economies were
attracted to the management of the company. The age of
the leader affects the market value of the company in a
non-linear fashion.

Research methodology

From a methodological point of view, the analysis of the
impact of personal characteristics of the CEO on the
results of the company implies that solutions may be prof-
fered in two areas: (1) methods of personal performance
measurement and (2) the definition of performance
indicators of the company that would reflect the percep-
tion of the financial markets and corporate signals. In
addition, relevant articles differ in that they analyse either
individual characteristics of managers or a whole set of
characteristics.

CEO characteristics and model
independent variables

Perhaps the largest number of personal characteristics
of company leaders was analysed in the research cited at
[40]. The authors included in the study 30 positions of
personal characteristics of candidates for executive posi-
tions, dividing them into 5 thematic groups (leadership,
personal, intellectual, motivational, and interpersonal).
The study was based on personal interviews, which eval-
uated difficult to measure leadership characteristics such
as self-confidence, diligence, and decisiveness. However,
such assessments are largely subjective and may give
distorted results. In addition, they entail significant costs
for collecting and information is often not available for
external analyst.

To the set of variables analysed (gender, age, work ex-
perience, citizenship), an ‘ethnic’ category can be added
[41]. The authors of the mentioned study used ROA as a
dependent variable. It was discovered that the variables of
age, citizenship, and professional qualifications are signif-
icant in measuring company performance. A particularly
efficacious profile in terms of efficiency proved to be the
combination of a young CEO and an older chairman of
the board. A significant disadvantage of this analysis is the
omission of nonlinear forms of variables.

The study cited at [42] is devoted to issues of the impact
of gender differences on the executives of the company.

In addition to the extended parameters for the gender
variable (e.g. the proportion of women on the board), the
analysis included variables of age, the proportion of CEOs
who combine several positions in the company, and the
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way in which these positions were obtained. As a result
of the conducted event analysis it was found that female
leaders are less inclined to take risks. Additionally, the au-
thors pointed out that the appointment of a woman to the
position of CEO had the same impact on the company’s
results as the appointment of a man.

Methodologies and results differ regarding the influence
of the leader’s experience and age. There are studies that
have found a positive relationship between variables of
managerial experience and company performance [43].
Somewhat less obvious, at first glance, were the results
obtained in the study [44]: it turned out that a CEO with
the existing experience in a related position in the first
place tends to increase the amount of company debt, and
secondly, these leaders increase the likelihood of bank-
ruptcy. Moreover, firms that have hired ex-CEOs cannot
financially catch up with more successful firms with CEOs
without general managerial experience.

Some research uses non-linear relationships to assess the
impact of experience and age on performance. The study
cited at reference number [45] examined the issue of
changes in the cost of transport companies. The authors
wanted to explain the errors in the company valuation
model built with financial indicators as regressors. To do
this, they introduced quadratic forms for the variables of
age and experience. As a result of the study, it was found
that too long a tenure in the position of CEO leads to neg-
ative consequences (the real value of the company turns
out to be less than the theoretical one). Similar findings
were obtained for the variable of ‘age’

Justification of the dependent variables of
the model

The Tobin’s Q coefficient was chosen as a dependent vari-
able as a measure of the company’s market value which is
an indicator of market attractiveness. However, a signifi-
cant limitation of this ratio is that it does not always fully
reflect the efficiency of the company, and may depend on
external factors, rather than management decisions [46].
Despite this, most studies use the Tobin’s Q-ratio as a
measure of company value. The Tobin’s Q-ratio provides
the market opinion on the effectiveness of all strategic de-
cisions of the company and the quality of the accompany-
ing functional management policies (marketing, financial,
personnel management, etc.). In other words, assuming
the market is efficient, market opinion should reflect the
company’s fair value.

Tobin’s Q is the most widely used market-based measure
of performance [47]. Researchers often develop simplified
formulas for Tobin’s Q that do not require many sources,
requires only access to information that may be in the
public domain, or requires the calculation of the market
value of the company’s long-term debt. In practice, the
following approximating formula is often used [48]:

MVE + PS + Debt

Approximate Q = TA , (D)
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where MVE - market capitalisation of a company;

PS - the value of preferred shares;

Debt - the amount of long-term and short-term liabilities;
TA - total assets.

In addition, the model includes the following control
variables: company size (natural logarithm of total assets),
financial leverage (the ratio of the sum of short-term

and long-term debt to equity in %), capital expenditure
(the ratio of capital expenditure to the total assets of the
company in %), revenue growth rate (change in revenue
compared to last year in %), state ownership (which takes
the value 1 if the state’s share in the authorised capital of
the company is more than 50%, and 0 if the share is less
than 50%). The state ownership variable also reflects the
peculiarity of corporate governance in Russia. Binary
variables allow you to consider the temporal structure of
the data in the pooled regression.

The independent binary variabless take the value ‘one’ if
the manager is a woman, has citizenship outside the CIS,
is a member of boards of directors external to the compa-
ny, previously worked in a managerial position, previously
worked in the industry to which the company belongs,

Table 1. Descriptive statistics of the sample

previously worked in government bodies, is the founder
of the company, or previously worked in this company as
an employee. Based on the existing system in Russia, the
level of education of a leader is encoded by a rank variable
that takes values from 1 to 5 with an increase in the level
of education (value 1 - bachelor’s / specialty degree, 2 -
master’s degree, 3 — Ph.D, 4 — master’s degree and MBA,

5 - PhD and the presence of an MBA).

Data analysis

Our database was formed on the data of 50 largest Russian
non-financial companies for the period from 2011 to 2019
during which 98 CEOs worked in these companies. Com-
panies’ market capitalisation data were obtained from

the Moscow Exchange website. The financial information
of companies was extracted from the annual reports of
the companies analysed. Biographical information and
professional characteristics of managers were collected
from personal pages on the official websites of companies
as well as other open sources. A brief description of the
companies and personal characteristics of the sampled
executives is presented in Table 1.

Variable (units) Number of Mean Standard Minimum Maximum
observations deviation value value

Tobin’s Q (units) 434 0.74 0.76 0.02 6.43

Education (rank) 450 2.18 1.25 1 5

Age (years) 447 49.81 8.8 33 71

Tenure as CEO (years) 450 7.39 6.65 1 27

Company size (bn. rub.) 448 1150.38 2744.47 34.07 21882.35

Revenue growth rate, % 447 8.82 13.88 -58.59 68.7

Financial leverage, % 448 54.79 28.06 8.02 177.6

Capital expenditures, % 448 8.45 4.73 0.26 35.02

Variable (units)

Total Number of observations

where the variable is 1

CEO-woman (units) 98 1
CEO Citizenship outside the CIS (units) 98 6
Member of the external board of directors (units) 98 39
Industry experience (units) 98 72
Public service experience (units) 98 34
Work experience as CEO (units) 98 50
Intra-firm CEO career (units) 98 42
Company founder (units) 98 7
Companies with a controlling stake owned by the state (units) 50 18
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The companies in the sample are heterogeneous in terms
of financial and economic indicators. The average value
of Tobin’s Q is 0.74 which means that the market value of
the company’s assets is less than their book value and the
market underestimates the company. The lowest values
of the indicator corresponded to the crisis year of 2014.
Tobin’s Q, representing the dependent variable, was not
correlated with any variable.

There is only 1 woman among 98 leaders in the sample.
However, the results may be underestimated due to the
relatively small number of companies in the sample.
According to estimates obtained in the work cited at
reference number [9], which analyses the movement of
managers from 1997 to 2007, the proportion of women
leaders is 6.2%. The author concludes that this result may
indicate the presence of a “glass ceiling” problem.

Only 6 out of 98 executives are foreign citizens, including
2 which head a company with a controlling stake owned
by a foreign strategic investor. 4 foreign executives work
in retail chains. Large Russian business prefers to attract
domestic managers, believing that they are better versed
in a specific business environment. At the same time, the
overwhelming majority have previous experience in the
industry (72 out of 98) and a third of the sample also have
experience in the public service (34 out of 98). The latter
fact can be explained not only by the importance of rela-
tions with state governing bodies but also by the fact that
in 18 companies out of 50 the controlling stake belongs to
the state.

Almost 40% of CEOs are also members of other boards
of directors. This reflects the integration process of large
Russian businesses.

Table 2. Results of regression analysis

From public sources we managed to identify the pres-
ence of MBAs for only 19 people, mainly in the younger
contingent of the sample. A quarter of CEOs hold a Ph.D.
This may indicate that the owners of companies value the
practical experience of the leader more than academic
knowledge. The importance of experience as a marker for
the choice of the head of the company is also emphasised
by the fact that 42 representatives of the selected group
have work experience in this company, and 50 have previ-
ous experience as a leader.

Most of the large Russian companies were founded back in
the days of the USSR and the opportunity to found their
own company arose after its collapse. In addition, almost
30 years have passed since the founding of large entrepre-
neurial firms. Hence, a small number of founders of the
companies continued to work as CEOs (7 out of 98).

The average CEO age is 49.8, which is not very high
compared to other countries. The average CEO tenure is
7.39 years, which means that the CEO often remains for 2
terms in office. The record-breaking CEO for the longest
term is the CEO who has been in the position for 27 years,
and who is one of the founders of the company, and also a
shareholder. This situation is typical for all executives and
co-founders of the companies in the sample.

Research results

The hypotheses were tested using pooled regression.
Initially, the data contained 450 observations, however,
after excluding observations with missing indicators, 431
observations remained in the sample. The results of the
regression model are presented in Table 2.

-1 -2 -3 -4
Variables o o o o
Tobin’s Q Tobin’s Q Tobin’s Q Tobin’s Q
_ ok
CEO gender 0.266
(0.089)
_ ok _ kot _ ok _ ok
CEO citizenship outside the CIS 0453 0-426 0-401 0405
(0.094) (0.096) (0.097) (0.099)
Member of the external board of 0.284*** 0.259%** 0.252%** 0.251%**
directors (0.024) (0.023) (0.023) (0.023)
. 0.221%%* 0.206*** 0.205%** 0.202%%*
Industry experience
(0.03) (0.033) (0.032) (0.031)
. -0.017 -0.025* -0.0255*
Education
(0.011) (0.011) (0.011)
MBA -0.2
(0.033)
. . . -0.128** -0.104** -0.096** -0.098**
Public service experience
(0.041) (0.045) (0.043) (0.042)
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Variabl -1 -2 -3 -4
ariables
Tobin’s Q Tobin’s Q Tobin’s Q Tobin’s Q
. 0.132** 0.142** 0.143** 0.143**
Work experience as CEO
(0.046) (0.047) (0.049) (0.048)
—-0.254%* -0.262%* -0.261%* -0.262%*
Intra-firm CEO career
(0.054) (0.049) (0.049) (0.049)
1.276*** 1.209** 1.193*%* 1.189**
Company founder
(0.233) (0.233) (0.227) (0.229)
-0.048
CEO change
(0.071)
A 0.058** 0.067* 0.068*** 0.069***
e
8 (0.019) (0.019) (0.019) (0.018)
Ave2 -0.0006** -0.0006** -0.0006*** -0.0006***
e
8 (0.0001) (0.0002) (0.0001) (0.0001)
0.019 0.026 0.022 0.026
Tenure as CEO
(0.016) (0.015) (0.018) (0.015)
-0.002** -0.002** -0.002** -0.002**
Tenure 2 as CEO
(0.0008) (0.0008) (0.0009) (0.0008)
. -0.104%** -0.084*** -0.081*** -0.081***
Company size
(0.017) (0.016) (0.017) (0.017)
0.007** 0.004 0.004 0.004
Revenue growth rate
(0.002) (0.003) (0.003) (0.003)
) ) -0.006*** -0.005*** -0.005*** -0.005%**
Financial leverage
(0.001) (0.0008) (0.0008) (0.0008)
. . 0.033*** 0.028*** 0.0277%%* 0.027%%*
Capital expenditure
(0.005) (0.005) (0.005) (0.005)
Companies with a controlling stake —0.617*** —0.659*** _0.645%** 0,648
owned by the state (0.05) (0.049) (0.052) (0.053)
Years
-0.038 -0.351 -0.333 -0.368
Cons
(0.728) (0.546) (0.533) (0.524)
R? 0.547 0.509 0.511 0.511
N 431

Note: * p < 0.1, " p < 0.05, ™ p < 0.01.
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All control variables were statistically significant in all
modifications of the model. The negative sign of the size
of the company is explained by the fact that this variable
is in the denominator of the independent variable which
means that the larger the denominator, the lower the ratio
of capitalisation to total assets is obtained. In turn the
status of a state enterprise has a negative impact on the
market value of the company.

Most of the studied independent variables turned out

to be significant, which is consistent with the theory of
the upper echelons and the theory of human capital. We
did not test the hypothesis about the influence of gender
due to a single observation that a woman was leading the
company in the sample. It was not possible to confirm

the hypothesis about the positive influence of the for-
eign citizenship of the head on the market value of the
company, and the relationship turned out to be negative.
On the one hand, it should be considered that only 6
foreign executives were included in the sample, and two
of them represented a group of companies with a con-
trolling foreign owner. Therefore, it would be wrong to
make an unambiguous conclusion that the positive effect
of a technology transfer by a foreign leader is less than the
disadvantages associated with ignorance of the specifics of
the Russian business environment. Rather, this hypothesis
needs additional testing.

Membership of a CEO on the board of directors of other
companies has a positive effect on the market value of
the firm he heads. The market places a high value on top
managers networking and strategic decision-making
experience on the board of directors.

Our analysis revealed a positive impact of previous ex-
perience in the industry on the market value of the firm.
Experience in the industry gives an idea of the specifics
of its functioning, potential counterparties, methods of
interaction with the state, etc., which in turn is positively
met by the market. Descriptive statistics results also prove
that the owners prefer to hire executives with experience
in the industry.

Previous experience as CEO turned out to be a positively
significant variable. This thesis is supported by the fact
that the educational level was not a significant variable for
the model considered. The practical experience gained by
the leader is more important than academic knowledge
for investors.

Our study found a negative effect of a CEO’s work ex-
perience in state bodies on the company market value.

It should be recalled that one of the ways to accumulate
human capital in this case is to acquire connections at

the state level. The result obtained may indicate that at a
certain stage these advantages in terms of efficiency turn
into disadvantages. A CEO with the support of the state
has less incentive towards careful strategic planning and
development of the firm [30]. For example, if the business
contacts of a manager at the state level contribute to win-
ning the tender for a contract, it is likely that the manager
will not be involved in optimising production in order
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to fulfill the contract on terms that are more favourable

to the customer. In turn, the optimisation of production
could bring significant benefits in the conclusion and
execution of other contracts. The obtained result indicates
that the market values a CEO with more practical experi-
ence in market conditions, and who possesses the skills of
a leader, than the ability to access and employ administra-
tive resources.

The market apparently negatively perceives the fact of an
internal promotion to CEO, fearing that a person has al-
ready formed a team for himself which may lead to selfish
management of the company for his own purposes (and
ignoring the interests of stakeholders). At the same time,
a person from the outside can look at the company from a
different angle, which may entail new ideas and strategies
for the management of the company.

The status of the founder of the company has a positive
effect on its market value. The market negatively perceives
state-owned companies and state people, fearing that they
will pursue other goals and motives for doing business
while the market assesses private owners and founders
positively, because they know the whole business from
the inside and their goal is to further develop the business
and strengthen the market.

Our analysis confirmed the presence of a nonlinear
relationship between the age of the leader and the market
value of the company, but the tenure of the CEO turned
out to be insignificant. The results obtained support the
assumption that after reaching a certain age, a manager
begins to lose their business acumen, does not follow rel-
evant trends, becomes conservative, and introduces fewer
new ideas. According to the signs of the age variables, a
maximum point is reached which corresponds to 49 years,
after which the market starts to assess the age of the leader
negatively.

Conclusion

Over the past decades the stock market continues its
active development, which is the primary reason for
paying close attention to the formation of a company’s
market value. There are many theories studying the issue.
However, in an unstable business environment more and
more attention are paid to the personal qualities of the
top management of companies their ability to cope with
non-trivial tasks, develop competent business strategies
and compete in the modern market.

First of all, the growth of the company’s capitalisation re-
flects the expectations of investors, which incorporates their
view of the personality of the CEO: e.g. whether he will be
able to maintain an appropriate level of the firm’s work, and
whether there is expediency in further investment. There-
fore, it is extremely important to understand exactly what
qualities of top management affect investor sentiment and
the market value of the company accordingly.

Our research confirms the importance for investors of the
personal characteristics of the top executives of compa-
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nies belonging to the category of ‘large traded compa-
nies’. According to the data, the Russian market prefers
anew CEO to be a man around 49 years old, born in the
CIS, and who has experience in the industry. A valuable
characteristic of a CEO is the fact that he is on the board
of directors of other companies, and is also a CEO in a
separate company, with less emphasis on his experience in
public service.

In conclusion, it should be noted that the study has some
drawbacks. Firstly, due to problematic data access the
sample time period is only 9 years, which does not allow
for tracing the long-term effects of the influence of man-
agers on the market value of companies. Secondly, our
analysis can be expanded to include salary information in
the model, to consider the impact of a CEO having a wife
and children, and having a stake in the company he leads.
Finally, the characteristics of managers may be dependent
on the performance of the company. That is, whether the
presence of certain characteristics can account for the
problem of endogeneity, which is a difficult challenge to
address due to the problematic search for instrumental
variables. However, we should noted that these drawbacks
may also be perceived as opportunities, and potential
directions of future research.
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