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ABSTRACT Much of the research on entrepreneurial behaviour and leadership has emphasized
their importance and potentially valuable outcomes, along with the challenges involved in
each. Although entrepreneurial activities are essential in all types of organizations, this research
focuses on the potential dark side of strategic leaders. Specifically, we examine the potential for
and the outcomes of the display of greed and hubris in different entrepreneurial contexts.
We present a theoretical model of moderated mediation, focused on the effects of greedy and
hubristic behaviour by entrepreneurial leaders on the firm’s human and social capital, and
consequently venture success. However, the negative relationship manifests differently in the
presence of certain firm-level characteristics. We examine the implications of the dark side of
entrepreneurial leadership and recommend several avenues for future research. In so doing, this
work contributes to the development of a mid-range theory of the dark side of entrepreneurial
leadership.

Keywords: corporate ventures, entrepreneurial leadership, family firms, greed, hubris,
human capital, social capital, young startups

INTRODUCTION

There is much research suggesting that strategic leaders matter (e.g., Hambrick and
Quigley, 2013; Mackey, 2008), these days perhaps more than ever (Quigley and
Hambrick, 2014). The preponderance of research on entrepreneurial leaders focuses
on the ‘bright’ side, or leaders’ positive characteristics and how those benefit entrepre-
neurial organizations. In contrast, we focus on a less-often studied aspect – the ‘dark’
side of entrepreneurial leadership, which also has a critical influence on the success of
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these organizations. As such, our work fits into the larger emerging stream of litera-
ture on the dark side of organizations, and more closely, into research on darker traits
of leaders. In a review of the theories and research findings on the dark side of organ-
izations, Linstead et al. (2014, p. 197) call for ‘shifting perceptions of the dark side
by. . . bringing new or neglected phenomena into the focus of existing organizational
theory’. We respond by examining two ‘dark’ traits of entrepreneurial leaders – greed
and hubris.

Specifically, we theorize about how entrepreneurial leaders’ greed and hubris,
through diverse mechanisms, affect different types of human and social capital so vital
to entrepreneurial success, and thus indirectly lead to suboptimal performance. We
define hubris as ‘exaggerated pride or self-confidence, often resulting in retribution’
(Hayward and Hambrick, 1997, p. 106) and greed as the ‘desire for and active pur-
suit of extraordinary material wealth’ (Haynes et al., 2014, p. 6). We highlight a theo-
retical link between these two extreme traits and posit that the presence of either or
both can have a negative effect on human and social capital in entrepreneurial ven-
tures. In turn, these mediators are likely to influence the potential success – or the
lack thereof – of new ventures and lead to suboptimal financial results.

The effects of strategic leaders on organizational outcomes also depend on the con-
text (Crossland and Hambrick, 2007). We thus examine how entrepreneurial leaders’
greed and hubris manifest through different mechanisms in three distinct settings:
young startups, entrepreneurial family firms, and corporate ventures. We also con-
sider other firm-level moderators, such as time horizon and firm size. We compare
and contrast the effects across these contexts and highlight the implications, both the-
oretical and managerial, of the research on hubris and greed for entrepreneurial
leadership.

This work makes three unique contributions to the literatures on entrepreneurial
leadership and studies on the dark side of organizations more broadly. First, we pres-
ent an empirically testable theoretical model of moderated mediation specifying the
deleterious effects of greed and hubris on human and social capital, and ultimately,
venture financial success. We posit that while the overall effects of greed and hubris
are negative, the two dark traits operate via distinct, context-specific mechanisms.
Thus, our second contribution lies in explaining the different mechanisms through
which leader greed and hubris affect human and social capital across three entrepre-
neurial contexts – young startups, entrepreneurial family firms, and corporate ven-
tures. We also show how time horizon and size of the firm moderate the negative
relationships between greed and hubris, and human and social capital. Third, more
broadly, our paper sheds light on rarely studied aspects of strategic leaders, namely,
entrepreneurial greed and hubris. Whereas hubris in entrepreneurs has been exam-
ined before, greed is a newly emerging construct in management and, to our knowl-
edge, has not yet been the subject of entrepreneurial leadership research.

Our paper is structured as follows. First, we define human and social capital and
their roles in ensuring venture success. We then review the literature on the two sides
of entrepreneurial leadership with emphasis on the ‘dark’ side and two specific mana-
gerial attributes within it, greed and hubris. In the second part of this work, we pres-
ent theoretical arguments for how greed and hubris influence human and social

480 K. T. Haynes et al.

VC 2015 John Wiley & Sons Ltd and Society for the Advancement of Management Studies



capital, and how the type of ownership – tied to a specific context – adds nuance to
our understanding of these relationships. We also propose time horizon and firm size
as firm-level moderators of the relationships between greed/hubris and human/social
capital, ultimately affecting venture performance. We conclude with implications for
future research and for practice.

BACKGROUND RESEARCH AND FOUNDATION

Resources in Entrepreneurial Ventures: Human and Social Capital

The most critical resources for the majority of organizations are likely financial capi-
tal, human capital, and social capital. There are multiple guidelines for managing
financial capital, but there are far fewer guidelines for managing the latter two. Yet,
few firms will gain a competitive advantage based on financial resources, because they
are tangible, easily transferable, and imitable. In contrast, human capital and social
capital are quite possibly the most unique, socially complex resources held by firms
(Hitt et al., 2001, 2006). This is especially so when these resources are integrated –
perhaps with other resources – to create capabilities, enhancing their value to the
firm and making them more difficult to imitate (Hitt and Ireland, 2005). In effect, the
performance differentials across firms can be at least partially if not largely attributed
to their human and social capital (Hitt et al., 2001, 2006).

We define human capital as the ‘intangible collective resources possessed by indi-
viduals and groups within a given population. These resources include all the knowl-
edge, talents, skills, abilities, experience, intelligence, training, judgment, and wisdom
possessed individually or collectively. . .’ (Encyclopedia Britannica, 2014). In other words,
human capital represents the firm’s portfolio of (aggregate) knowledge, skills, and abil-
ities. Human capital in the form of knowledge is particularly important for entrepre-
neurial activity, because entrepreneurs must have requisite knowledge to start,
implement (in the market), and manage their new venture (Aldrich and Yang, 2012;
Hitt et al., 2011; Wiklund and Shepherd, 2003).

We define social capital as ‘resources embedded in social networks accessed and
used by actors’ (Lin, 2001, p. 25), sometimes referred to as ‘networked resources’
(Kadushin, 2004, p. 88). Thus, social capital is embedded in the structure of relations
between social actors (individuals and/or organizations) and makes ‘possible the
achievement of certain ends that in its absence would not be possible’ (Coleman,
1988, p. S98). Social capital provides benefits to both (all) parties involved through
their embedded relationships, which include trust, information sharing, and joint
problem solving (Uzzi, 1997). Extant research suggests that entrepreneurs’ social net-
works, including strong and weak ties (Davidsson and Honig, 2003), are critical for
new ventures’ performance (Batjargal et al., 2013; Davidsson and Honig, 2003).

The theoretical model outlined in Figure 1 is based on the assumption that human
and social capital are important precursors to venture success and financial perform-
ance, as suggested by previous research (Batjargal, 2003; Schenkel et al., 2012; Unger
et al., 2011). The figure depicts a moderated-mediated model suggesting that the
effect of leaders’ greed and hubris on financial performance is mediated by human
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capital and social capital. Further, the effects of greed and hubris on human and
social capital are contingent on the entrepreneurial context, and moderated by time
horizon and firm size.

The Two ‘Faces’ of Entrepreneurial Leadership

Many strategic leadership models are based on the assumption that managers are
boundedly rational decision makers who utilize human capital, social capital, and
other productive resources to build and operate a successful venture. Success in a
new venture requires not only access to proper resources, effective use of those resour-
ces, and important entrepreneurial actions (e.g., identifying and exploiting opportuni-
ties), but also effective leadership. Entrepreneurial leaders must be strategic in
managing their ventures in order for them to be successful (Hitt et al., 2011; Ireland
et al., 2003). In other words, they must manage the venture’s resources (e.g., financial
capital, human capital, and social capital) effectively as well as understand and navi-
gate the venture’s external competitive environment (Carter and Greer, 2013) to build
a competitive advantage. Overall, this set of behaviours can be referred to as the
‘bright’ side of entrepreneurial leadership.

Research has shown that the entrepreneurial construct and many of the attributes
of successful entrepreneurial leaders are common across cultures (Gupta et al., 2004)
in that they emphasize value-oriented ethical behaviours while simultaneously focusing
on value creation (Surie and Ashley, 2008). Much of the entrepreneurship research
illustrates the taken-for-granted nature of the ‘bright’ side of entrepreneurial leader-
ship and its positive outcomes. Alternatively, our research adds to the increasing body
of work on the ‘dark’ side of entrepreneurial leadership, such as the leader’s desire for
power, for material wealth, and for celebrity, which can motivate them to ignore ethi-
cal values and engage in dysfunctional behaviours.

Linstead et al. (2014) described theories and research on the dark side of organiza-
tions and identified a recent shift in perception that the source of darkness rests inside

Figure 1. Conceptual model of the effect of greed and hubris on human and social capital
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as opposed to outside the firm. As such, they acknowledge the roots in sociology and
organizational behaviour of the research on the dark side in the past two decades
(e.g., Griffin and O’Leary, 2004; Vaughan, 1999). Topics in the management litera-
ture examined from a dark side perspective – such as social capital (Graeff, 2009),
leadership (Judge et al., 2009), and entrepreneurship (e.g., Beaver and Jennings, 2005;
Kets deVries, 1985) – serve as a basis for our inquiry into greed and hubris in entre-
preneurial leaders.

Of particular significance are works on the dark side of entrepreneurship and lead-
ership. For example, work on entrepreneurs by Kets deVries (1985) shows how the
traits that initially made leaders successful can become sources of destructive internal
needs that endanger their ventures over time. Similarly, Beaver and Jennings (2005)
show how the lack of flexibility and an ‘almost egotistical attitude’ (p. 9) displayed by
some small business leaders combined with the abuse of power can lead to venture
failure. Kuratko (2007) identified three dark components of entrepreneurial leader-
ship: confrontation with risk, entrepreneurial stress, and entrepreneurial ego. The lat-
ter – entrepreneurial ego – includes an overriding desire for success and unrealistic
optimism (Kuratko and Hodgetts, 2007).

Several authors (e.g., Kets deVries, 1985; Kuratko, 2007) discuss the notions of
‘bright’ and ‘dark’ sides of entrepreneurship, implying a dividing line between the
two. Yet, that line sometimes is blurred. For example, entrepreneurs’ confidence in
their abilities and the firm’s capabilities allows them to be proactive, take risks, bring
innovative products and services to the market, and, in general, exploit the opportuni-
ties they identify. This requires a strong ego and knowledge of the strengths and
weaknesses of the venture firm. While confidence and ‘proper pride’ are acceptable
and perhaps even necessary for an entrepreneurial leader, taken to the extreme, the
leader can suffer from hubris. And, when this occurs, it can result in unrealistic and
unwarranted optimism (Kuratko, 2007), thereby causing an entrepreneurial leader to
take extreme risks for which the venture firm is unsuited. Based on a study of those
heading independent ventures, Nicholson (1998, p. 529) concluded that many of the
entrepreneurial leaders were ‘not open-minded risk takers so much as single-minded,
thick-skinned, dominating individuals’.

Results of trait-based research on the dark side of leadership point to interdepen-
dencies with the work on the bright side of leadership. The major assumption for
these studies is that traits matter, both for individuals who emerge as leaders and for
the groups or organizations that they lead (Judge et al., 2009). Paradoxically, even
traits such as agreeableness and conscientiousness, which are largely viewed as posi-
tive, can have a dark side in excessive amounts (Judge et al., 2009). Conversely, traits
viewed as ‘dark’, such as Machiavellianism and narcissism, can have a brighter side
under certain conditions (Judge et al., 2009).

The dark traits of leaders and entrepreneurs have been studied individually and also
as configurations, or gestalts. Examples of such configurations include the Dark Triad,
consisting of Machiavellianism, narcissism, and psychopathy (e.g., Silvia et al., 2011;
Veselka et al., 2014), or the HEXACO model, a measure of the six major dimensions of
personality (Lee and Ashton, 2014), composed of Honesty-Humility, Emotionality,
Extraversion, Agreeableness, Conscientiousness, and Openness to Experience. The
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Dark Triad variables correspond to the Honesty-Humility measure of the HEXACO
scales and have strong relevance for our work on greed and hubris. Specifically, the
Honesty-Humility factor of HEXACO instrument models ‘traits such as humility and
modesty versus greed, deceit and conceit’ (Lee and Ashton, 2014, p. 2). Low scores on
the dimension capture interest in lavish wealth and luxury, and a feeling of entitlement
to material wealth and social status (Lee and Ashton, 2014). Aggregate findings on the
Dark Triad and the Honesty-Humility scale of the HEXACO measure suggest the
appropriateness of studying greed and hubris together, as they appear to be strongly cor-
related ‘dark’ traits. We now turn to the effects these two traits have on the human and
social capital in entrepreneurial ventures.

THEORY DEVELOPMENT

Main Effects of Hubris and Greed on Human and Social Capital

In traditional rational-actor economic models, a manager is a universally self-
interested actor, rationally maximizing his or her own personal economic gain
(Donaldson and Davis, 1991). Self-interested actors and their wealth-maximizing
behaviours have been described as the ‘driving force behind human well-being’
(Engler, 1995; Wang and Murnighan, 2011, p. 286). While the divergence between
the interests of managers and owners is explicitly assumed in the agency model (Davis
et al., 1997; Eisenhardt, 1989; Jensen and Meckling, 1976), the alignment of financial
interests of agents with those of owners through compensation and reward systems is
argued to curb managerial opportunism. Nonetheless, accumulated findings in corpo-
rate governance research have produced mixed conclusions regarding the success of
executive pay schemes (Gerhart et al., 2009) and equity ownership (Dalton et al.,
2007) in aligning shareholder and managerial interests. Inquiry into the financial driv-
ers of opportunistic behaviour has therefore led management scholars to explore one
of the oldest social constructs, greed (e.g., Posner, 2003; Wang and Murnighan,
2011), as a potential dimension of managerial opportunism. Herein, we posit that the
negative effect of greed is not limited to corporate settings, but also extends to entre-
preneurial contexts.

The general concept of greed has been the subject of numerous philosophical,
theological, political, and economic works for thousands of years, and its exploration
within managerial contexts can inform scholars about the blurred line between
‘proper’ self-interest and excessive, or extreme, self-interest. In a recent study on the
negative effect of executive greed on shareholder wealth, Haynes et al. (2014) concep-
tualized greed as a manifestation of managerial opportunism. The authors noted that
while the economic theories based on the works of Adam Smith (1776/1937) assume
uniformly self-interested economic actors, Smith differentiated self-interest from greed.
Specifically, Smith argued that ‘the effects of self-interest are positive and beneficial
for the larger group to which the individual belongs, while the effects of greed are
not’ (Haynes et al., 2014, p. 36). In line with those arguments, Haynes and colleagues
found that managers did not engage in a uniform behaviour based on excessive self-
interest; rather, they appeared to differ significantly in their pursuit of extraordinary
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material wealth. This implies that ‘healthy’ or balanced amounts of self-interest have
a beneficial influence but extreme amounts of it have negative effects. Greedy top
executives create higher agency costs, reducing shareholder wealth, especially if execu-
tives have high discretion, if their tenure as CEO is short, and if the board is weak
(Haynes et al., 2014). While individual factors motivate greedy behaviour to surface,
external factors, such as ‘contextual reinforcement of a self-regarding mindset’ block
individuals’ awareness of the social consequences of their actions, leading to more
self-interested and sometimes greedier behaviour (Wang and Murnighan, 2011, pp.
283–84; Wang et al., 2010). Due to the variety of contextual factors present in entre-
preneurial contexts, greed can manifest in different ways.

Specifically, the leaders’ greedy behaviours and actions likely activate the other
employees’ and top management team members’ sense of equity, prompting them to
respond to the inequality and sense of unfairness by trying to restore the internal balance
– or trying to find it elsewhere. Research on organizational justice suggests that individu-
als use social comparisons to form their sense of equitable distribution of resources, and
when they perceive injustice, they will try to rectify it (e.g., Greenberg, 1990). Perceived
injustice can manifest in lower employee satisfaction, lower job performance (for a
review, see Colquitt et al., 2001), and ultimately, in the loss of human capital (e.g., higher
employee turnover) (Porter et al., 1974), if organizational members perceive excessive
leader greed. However, the leader’s trait might also increase that trait in others (Judge
et al., 2009), resulting in employees who, upon observing the leader’s greed, also engage
in greedy acts. In such cases, the venture’s human and social capital are likely to be
depleted more rapidly as employees turn elsewhere. Additionally, because human capital
within a venture is not homogenous, the loss of human capital likely occurs unevenly in
both scenarios. Thus, employees with high levels of human capital, especially those with
knowledge and skills that are occupation or industry-specific (rather than firm-specific),
are likely to leave the venture first; they have the highest probability of finding other
employment. Employees with lower human capital, or whose human capital mainly con-
sists of tacit, firm-related knowledge, are likely to endure the effects of greed longer than
others as their alternative employment options are limited.

Similarly, greedy behaviour is likely to produce a loss of social network members,
or at a minimum, erosion of current relationships while jeopardizing the firm’s ability
to create valuable ties in the future. Social capital requires trust, information sharing,
and mutual problem solving. Perhaps most importantly, greedy individuals are
unlikely to provide reciprocity because of the costs involved. While the negative repu-
tation costs of greed in terms of diminished trust can harm all firms – including
mature organizations – this effect is less pronounced compared to the way it can
damage key relationships and impede the founder’s or founding team’s ‘build’ strat-
egy (Le Breton-Miller and Miller, 2008; Martin et al., 2013). In other words, greed is
likely to exacerbate the liabilities of newness (Bruderl and Schussler, 1990) and small-
ness (Aldrich and Auster, 1986), and keep the entrepreneurial firm from overcoming
them. Therefore, social capital both inside and outside the firm is likely to be dimin-
ished by the leader’s – or leaders’ – greed, thereby harming the firm’s chances of sur-
vival and ultimate success. In summary, the leader’s greed has detrimental effects on both
human and social capital in entrepreneurial ventures.
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We now turn to the other ‘dark’ managerial trait – hubris. Hubris and greed are
related but distinct constructs. Hubris is an extreme manifestation of confidence, char-
acterized by preoccupation with fantasies of success and power, excessive feelings of
self-importance, as well as arrogance (Blais et al., 2008; Hotchkiss, 2002). Hubris
(e.g., Hayward and Hambrick, 1997), overconfidence (Malmendier and Tate, 2005),
and hyper-core self-evaluation (Hiller and Hambrick, 2005) belong in the same nomo-
logical net. Research suggests that hubris is not uncommon in entrepreneurs. For
example, Simsek et al. (2010) argued that core self-evaluation was positively related to
entrepreneurial orientation (EO). Additionally, Hayward et al. (2006) found that while
founder overconfidence led to the accumulation of greater amounts of resources, it
also resulted in smaller endowments and less liquidity, leading to an increased chance
of venture failure. Outside of the entrepreneurial context, executive hubris has been
linked to high acquisition premiums paid and the loss of shareholder wealth for the
acquiring firm (Hayward and Hambrick, 1997). Thus, research suggests that hubristic
leaders frequently make errors in judgment regarding the amount of resources needed
for success. Hubristic entrepreneurs often severely overestimate their own abilities,
and may consciously hire employees with a lower level of human capital for the ven-
ture. Similarly, hubristic leaders are more likely to underestimate the need for social
capital to ensure organizational viability, growth, and survival. Hubris distorts the
leader’s perception of reality and impedes a proper assessment of resources needed at
a critical stage of the firm’s life cycle.

Such resources include those commonly obtained from an entrepreneur’s social net-
work. As noted above, because of hubris, an entrepreneur may choose to develop
fewer relationships or, at a minimum, experience difficulties when building relation-
ships outside the venture. It may be especially difficult to build embedded relation-
ships with trust, information exchange, and joint problem solving. Hubristic
individuals are unlikely to allow others to participate in problem solving because they
believe they can solve problems better than others. These arguments suggest that
hubris has a detrimental effect on the venture’s human and social capital.

In sum, the central tenet of our work is that while human capital and social capital
in entrepreneurial ventures are precursors to financial success, certain dark attributes
of strategic leaders, such as greed and hubris, have a deleterious effect on the ven-
ture’s human and social capital, and indirectly, on its financial success. In the follow-
ing section, we introduce three entrepreneurial contexts to better understand these
mechanisms.

Contextualizing the Mechanisms: Entrepreneurial Settings

Greed and hubris manifest in unique ways in different types of ventures. We consider
three distinct settings, or contexts: young startups, entrepreneurial family firms, and
corporate ventures. We define a young startup as a firm in the initial stage of its exis-
tence, providing a service or product for which the founder believes demand exists
(Kuratko, 2007). Startups are owned by the founding entrepreneur, or small founding
team, but because the revenues of startups are often limited and their operating costs
high, external funding in exchange for minority ownership is often necessary.[1]
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Entrepreneurial family firms are co-owned by the members of the family, including
extended family and sometimes multiple generations (Pukall and Calbro, 2003; Sir-
mon and Hitt, 2003). Although not all family firms are entrepreneurial, we focus on
those that are – that is, the ones that use their resources and capabilities to explore
and exploit opportunities for growth. Finally, corporate ventures are owned and
started by large, established corporations to exploit entrepreneurial opportunities and
to benefit the firm via strategic renewal (Dess and Lumpkin, 2005). Ownership differs
across the three settings but is not the only distinction.

Additional differences across these contexts are highlighted in the concept of entrepre-
neurial orientation (Covin and Slevin, 1989; Vecchio, 2003). A firm’s entrepreneurial
orientation is composed of three dimensions: proactiveness, risk taking, and innovative-
ness (Lumpkin and Dess, 1996).[2] Using these dimensions, it is possible to identify the
degree of entrepreneurial inclination in all ages and types of firms. We posit that young
startups, corporate ventures, and entrepreneurial family firms vary in their degree of pro-
activeness, risk-taking, and innovativeness (Casillas and Moreno, 2010; Lumpkin and
Dess, 1996; Lumpkin et al., 2013). The three settings also differ along a number of other
dimensions, such as leadership structure, resource endowment, as well as human and
social capital. These differences are summarized in Table I.

Young startups. Entrepreneurial ventures are important because they provide many of
the new jobs in an economy and are primary contributors to a country’s economic
development (Baumol and Strom, 2007; Kuratko, 2007). Yet, young startups have a
high rate of mortality in their first few years of existence, as they suffer from liabilities
of newness (Aldrich and Yang, 2012). Many young firms encounter cash flow prob-
lems because of inadequate financial resources, and may also have deficiencies in
other important resources. Young startups run a high risk of being resource chal-
lenged, especially if the venture is a high-growth enterprise in which significant
amounts of critical resources must be obtained in a relatively short time (Clarysse
et al., 2011). In addition, startup ventures are often highly entrepreneurial with high
risk-taking, innovativeness, and proactiveness (Lumpkin and Dess, 1996). In such a
context, a leader’s greedy behaviour is set against the relative resource scarcity and
other unique conditions present in the young startup. Specifically, while greed can be
captured in large corporate entities through – for example – extraordinary perquisites
and/or overpayment to the top executive, in a small new venture, compensation is
often provided in the form of ownership shares in the private company, rather than
high salaries or perquisites. Accordingly, greedy behaviour operates through different
mechanisms in new ventures than it does in an established corporation. Namely, in
resource-scarce young startups, greed is most likely demonstrated by the leader’s pur-
suit of unrealistically high valuations for the venture in which she has significant own-
ership, or her reluctance to forgo a fair portion of shares in exchange for angel or
private equity investments into the firm (Douglas and Shepherd, 2002), often moti-
vated by the need to control the venture (Wasserman, 2012). It may also result in the
founder’s unwillingness to share his/her portion of the ‘founder’s stock’ with other
top managers or co-founders of the new venture. The leaders’ greed, in turn, is likely
to have negative consequences on the firm’s human and social capital.
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While the negative effect of greed on human capital can be detected in all types of
firms, it is more deleterious in new startup ventures for the following reasons. Young
startups generally have scarce resources such that ‘leadership may not only be impor-
tant, it may be the sole path to successful adaptation and survival’ (Judge et al., 2009,
p. 858). The leaders’ greedy behaviour is more observable and thus more salient, as
employees have more access to and greater interaction with top managers/founders.
The loss of existing human capital in the form of increased turnover is highly detri-
mental at early stages of firm growth, when the organization is trying to establish its
identity and its culture. High turnover will not only rob the firm of critical human

Table I. Comparison of startups, family firms, and corporate ventures

Young startup Family firm Corporate venture

Commonly
expressed goal

Exit strategy, commonly
IPO or acquisition/
maximize wealth

Multi-generational sur-
vival of firm, main-
taining family control

Growth, advantage-
seeking; corporate
rejuvenation; learning
new skills or leverag-
ing existing resources

Structure/leaders Founder and/or found-
ing team

Often based on family
structure, kinship

‘Champion’ leading cor-
porate venture team;
might resemble cor-
porate structure

Resource
endowment

Resource challenged,
especially if the
startup is high-growth

Critical resources often
determined by avail-
ability within family

High amount and vari-
ety of resources avail-
able from corporate
parent

Typical
risk profile

Decisions driven by
need for growth and
legitimacy; often dic-
tated by investors;
highest risk overall

Decisions driven by
socioemotional
wealth; moderate-to-
lowest risk overall

Decisions driven by cor-
porate mandate;
medium risk

Innovativeness High, least constrained
by structure; might be
fuelled by relative
resource scarcity

Lowest of three; con-
strained by family
structure, tradition

Medium-to-high, might
be constrained by
corporate structure

Proactiveness Proactiveness required
for venture success

Low proactiveness due
to resource constraints

Proactive, if supported
by company culture

Social capital Social capital used to
obtain necessary
resources

Social capital depends
on size of firm, stage
of lifecycle

Most social capital
available; formal net-
working, including
with corporate parent

Human capital Human capital con-
strained by founding
team members’
human capital at
early stage; access to
stronger human capi-
tal if successful

Firm human capital
constrained by family
members’ human cap-
ital and structure of
firm

Most human capital
available; might be
able to draw on cor-
porate parent’s
human capital
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capital resources, but also disrupt this crucial process. Moreover, the leader’s unwill-
ingness to share control may prevent the organization from hiring top talent, which is
critical for younger firms (Wasserman, 2012), resulting in a leader’s greed having a
negative influence on the firm’s overall human capital. Formally,

Proposition 1a: In young startups, a greedy leader’s unwillingness to share control of
the venture results in a reduced ability to attract human and social capital necessary
for financial success.

The entrepreneurial leader’s hubris can also have multiple and differential effects.
For instance, we noted earlier that an entrepreneurial leader’s hubris could lead to
taking extraordinary risks for largely unattainable returns. Such actions in corporate
settings are related to managerial overconfidence in the ability to control outcomes
(Malmendier and Tate, 2005). Hubris could also cause an entrepreneurial leader who
is overly confident in his or her ability to control outcomes to select opportunities for
which the venture does not have the requisite resources (e.g., human or financial capi-
tal) to exploit. Similar to greed, hubris exhibited by new venture leaders can increase
the challenges of obtaining desired human capital and maintaining it thereafter. This
problem is exacerbated in resource-scarce startup ventures. Likewise, hubristic leaders
are likely to encounter problems in recruiting and maintaining quality members in
their social network. Thus, entrepreneurial leader hubris often causes a reduction in
human and social capital for the venture via the mechanisms described above, con-
tributing to the high rate of failure of new firms (Bruderl and Schussler, 1990). Thus,

Proposition 1b: In young startups, a hubristic leader’s overconfidence in being able to
control venture outcomes results in underestimation of the human and social capital
necessary for financial success.

Entrepreneurial family firms. La Porta et al. (1999) explain that family ownership plays a
dominant role in firm governance around the world. Privately held, family owned
businesses represent the vast majority of firms operating in the United States and in
many other countries. Family firms, similar to other firms, begin as entrepreneurial
ventures and frequently try to stay entrepreneurial as they evolve. However, by their
nature, family firms have a broader set of goals and try to balance them over time.
For example, family owned and controlled firms differ from other types of organiza-
tions in that family owners are often motivated by other goals and utilities, in addition
to financial ones. Specifically, socioemotional wealth (SEW) frequently plays a key
role in family firm decision-making. Socioemotional wealth is an overarching con-
struct, which includes utility derived from the exercise of authority, kinship, satisfying
one’s needs for belonging, increasing and preserving the family’s social capital, and
perpetuating family dynasty and values (Gomez-Mejia et al., 2007). The underlying
dimensions of the SEW construct can be summarized using the FIBER acronym:
‘Family control and influence, Identification of family members with the firm, Binding
social ties, Emotional attachment of family members, Renewal of family bonds to the
firm through dynastic succession’ (Berrone et al., 2012, p. 259). Family firms are moti-
vated to protect these so-called ‘affective endowments,’ and potential SEW gains or
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losses represent an important frame of reference for family owners (Berrone et al.,
2012). Indeed, a substantial body of work supports the key role SEW plays in family
firm decision-making and firm outcomes (for a review, see Gomez-Mejia et al., 2011).

Our focus is on entrepreneurial family firms, which represent a subset of all family
firms. Findings in the developing field of entrepreneurial family firms (Bettinelli et al.,
2014) show that in such firms, tensions develop between entrepreneurial orientation
intended to produce financial benefits, and the preservation of non-financial, specifi-
cally socioemotional, wealth (e.g., Schepers et al., 2014). In some unique contexts,
entrepreneurial legacy might motivate successive owners to engage in transgenera-
tional entrepreneurship (e.g., Jaskiewicz et al., 2015), illustrating that the nature of the
original entrepreneurial family business strongly influences what is re-created (Ken-
yon-Rouvinez, 2001). Yet, the long-term orientation of most family firms makes it dif-
ficult to develop and/or use an entrepreneurial orientation in the firm, because of
reduced risk-taking and competitive aggressiveness (Lumpkin et al., 2010).

The dimensions of the FIBER acronym noted above inform our understanding of
how the concern for socioemotional wealth in family firms might influence the way
greed and hubris manifest in these firms along with their effect on human and social
capital. Based on the arguments presented by Gomez-Mejia et al. (2007), many family
firms, including some entrepreneurial family firms, likely pursue socioemotional
wealth as a primary goal over the pursuit of financial wealth (Schepers et al., 2014).
While greed is generally conceptualized as the pursuit of extreme material or financial
wealth, we propose that it may – in certain contexts (such as family firms) – manifest
in the unrestrained pursuit of other forms of wealth, namely SEW.[3] It is noteworthy
that when the leader in a family firm is greedy, the intent is to benefit the family
through the firm, rather than him or herself (Vardi and Wiener, 1996). While the
mechanism through which greed operates in family firms differs from that in young
startups or corporate ventures, it too leads to the loss of human and social capital,
and eventually to lower financial performance (Gomez-Mejia et al., 2007).

Several unique aspects of family firms underscore this point. For example, one’s posi-
tion in the family firm is often based on a subjective assessment of that person’s position
in the family rather than an objective assessment of the person’s qualifications (i.e.,
human capital). Family firms are often informally organized, with the structure closely
following the organization of the family, thereby suffering from embeddedness in age,
gender, and generational roles. These issues are particularly salient in parts of the world
where kinship ties and primo-genesis play an important role in the structure and man-
agement of family firms. The features of family firms listed above correspond to the
‘binding social ties’ aspect of the FIBER, and illustrate how the pursuit of socioemotional
wealth at any cost can lead to the ineffective management of the family’s human capital.
To wit, often someone other than the head of the family is best qualified to lead, or some-
one other than the firstborn son should inherit the leadership position of the firm. The
end result of a family firm’s leader’s greed – in the form of pursuit of extraordinary SEW
to benefit the family – is the suboptimal use or loss of human and social capital for the
firm, as the resources of the most knowledgeable and/or best connected firm members
are likely to be underutilized. Thus, when family leaders overemphasize SEW, the firm
will be less proactive, innovative, and risk taking. Therefore,
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Proposition 2a: In family firms, the excessive pursuit of SEW by a greedy leader
results in underutilization of available human and social capital necessary for financial
success.

Several aspects of the FIBER acronym, namely, family control and influence, fam-
ily members’ identification with the firm, and the renewal of strong family bonds to
the firm through dynastic succession, shed light on how hubris – in the form of over-
estimating one’s own abilities and the resources accumulated and embedded in the
SEW endowment – might have a similarly detrimental effect on human and social
capital. Family firms are well-known for their reluctance to hire external, professional
managers, presumably to maintain tight family control. However, this effect may be
partially driven by the family leaders’ overestimation of the resources embedded in
the family. For example, a leader’s overconfidence in his or her own abilities, or in
those of direct descendants, might prompt actions to ensure that more proximal fam-
ily members inherit leadership positions in the firm, or have controlling interest in it
after succession (and thus controlling those leading the firm – see Arregle et al.,
2012). This phenomenon occurs in family firms (Zellweger et al., 2012) even when
another more distant relative might be better qualified.

Hubristic actions also constrain the social capital available to the firm, which will
eventually be confined largely to the family’s social network. Under normal circum-
stances, family firms build external networks and in addition to the family network,
thereby accessing a potentially greater pool of social capital (Arregle et al., 2007).
However, under tight family control, this external network will be limited, thus mak-
ing it unlikely to bring additional external relations that could be of value to the firm.
As in the case of greed, the effect of hubris on human and social capital, and ulti-
mately on financial capital, in family firms is detrimental because they are then less
proactive, innovative, and risk taking. Yet, as we theorized above, the mechanisms by
which greed and hubris manifest in family firms differ substantially from those in
young startups. Thus,

Proposition 2b: In family firms, the excessive pursuit of SEW by a hubristic leader
results in overestimation of available human and social capital necessary for financial
success.

Corporate ventures. The third type of entrepreneurial setting entails corporate ventures.
In comparison to the other two contexts examined in this study, corporate settings
are commonly more resource-rich in financial, human, and social capital (Phan et al.,
2009). Due to resource richness, project or organizational complexity, and relatively
loose governance structures, greed and hubris are perhaps more likely to occur in this
context than in the others. Similar to network-related or social capital resources,
knowledge-based resources (i.e., resources related to human capital) in corporate
entrepreneurship and venturing have not been the focus of much research (Phan
et al., 2009). Yet, such resources can be quite important to this form of corporate
entrepreneurship. Knowledge-based resources allow corporate ventures to develop a
reputation within their industry, provide access to external opportunities, and help
them build social capital (e.g., Riyanto and Schwienbacher, 2006). Information
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flowing from the social networks further enhances the corporate venture’s own human
capital and minimizes information asymmetries, which are representative of the ven-
ture’s peer organizations (Chiu et al., 2012). Essentially, both human capital and
social capital are indispensible resources for corporate ventures, as is their active man-
agement in a corporate venture environment.

Managers in charge of new corporate ventures often enjoy discretion to oversee the
operations and in managing the financial, human, and social capital of the ventures.
Indeed, depending on the strength of the connection to the parent corporation, some
managers may enjoy considerable discretion (Phan et al., 2009). Haynes et al. (2014)
found that greed, in the form of pursuing extraordinary material wealth by top man-
agers, leads to lower performance and a loss of shareholder wealth in corporate set-
tings. In other words, greedy managers appear to mismanage the financial resources
of the firm (Haynes et al., 2014). We posit that in entrepreneurial venture settings –
in which properly managing human and social capital by taking appropriate amounts
of risk, being proactive, and promoting innovation are key components of success –
the presence of managerial greed harms both human and social capital, paralleling
and perhaps contributing to the loss of financial capital shown by other research
(Haynes et al., 2014).

Proactiveness is an important feature of the entrepreneurial process; however, a
leader motivated by greed is more likely to pursue opportunities for the wrong rea-
sons, namely to extract benefits for oneself, rather than to maximize returns. The rel-
atively resource-rich environment of a corporate venture combined with relatively low
monitoring provides the opportunity for a leader motivated by greed to waste the
human and social capital of the venture resulting in low financial performance. Thus,
in contrast to family firms where a leader might engage in greed to ultimately benefit
the family firm (or the family more directly), in corporate ventures, the benefit is for
none other than the self (Vardi and Wiener, 1996). In summary,

Proposition 3a: In corporate ventures, the discretion to extract benefits for oneself by
a greedy leader results in waste of human and social capital necessary for financial
success.

The other potential ‘dark’ trait of entrepreneurial leaders, hubris, may also be a
source of human and social capital loss. The corporate venture context, due to the
inherently risky nature of the entrepreneurial process, tends to attract leaders who are
risk-seeking, and who believe strongly in their own abilities to overcome adversity.
Hubristic individuals are overconfident (Hayward et al., 2004) and perceive them-
selves as much better than average (Alicke and Govorun, 2005; Larwood and Whit-
taker, 1977). Hubris and the better-than-average bias cause individuals to
overestimate their own abilities and to believe that they will outperform their peers in
specific contexts. This belief is not based on an objective comparison of the skillsets or
abilities of the individual to peers. Rather, it is caused by a perceptual bias that
causes an individual to overestimate the likelihood of success due to his or her own
personal capabilities (Finkelstein et al., 2009).

Hayward et al. (2006) found that entrepreneurial leaders tend to believe that
they can beat the odds and overestimate the wealth they will create. In addition,
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Table II. Connections between greed and hubris and human and social capital in three entrepreneurial
settings

Context
Entrepreneurial leader’s greed

or hubris motivated by
Entrepreneurial leader’s trait

manifests as
Influence on firm’s human

(HC) or social capital (SC)

Young startup
(Propositions
1a and 1b)

P1a Greed: Resource scar-
city, focus on poten-
tial but unrealized
gains, leader’s need
for control

Greed: Firm (over)valu-
ation; founder’s
reluctance to forgo
shares in exchange
for funding

SC: Reduced SC with
internal and external
stakeholders (including
financial); difficult to
attract more SC

HC: Increased employee
turnover; reduced ability
to attract quality HC

P1b Hubris: High-risk con-
text, overestimation of
ability to control firm

Hubris: Smaller endow-
ments, less liquidity;
more and unneces-
sary risk

SC: Underestimation of
amount/type of SC
necessary for venture
success

HC: Underestimation of
HC necessary for ven-
ture success

Family firm
(Propositions
2a and 2b)

P2a Greed: Overemphasis
on socioemotional
wealth (SEW)

Greed: Desire for and
pursuit of excessive
SEW

SC: Under-utilization of
available SC

HC: Under-utilization of
available HC

P2b Hubris: Overestimation
of family abilities and
resources due to SEW

Hubris: Overestimation
of resources available
within family firm

SC: Tight family control
prohibits large external
networks; SC is inad-
equate to meet the
needs

HC: HC performs below
expectations (inad-
equate HC due to
leader’s overestimation)

Corporate
venture
(Propositions
3a and 3b)

P3a Greed: More manage-
rial discretion, less
oversight than in
large corporate set-
ting; short time frame
in which to perform;
access to resources

Greed: Extraction of as
much value as possi-
ble from venture for
oneself

SC: Inappropriate (waste-
ful) use of resources

HC: Misuse of HC and
dissatisfied employees
because leader keeps
disproportionate
amount of rewards

P3b Hubris: High risk envi-
ronment attracts
hubristic individuals;
considerable manage-
rial discretion

Hubris: Taking
unnecessary risks on
behalf of venture

SC: Leader is less likely
to use adequate levels
of external resources;
venture may have inad-
equate SC to succeed
(stakeholders with
lower risk preferences
withdraw relationships)

HC: Misuse of HC due
to misidentification of
opportunities
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they also subjectively interpret information regarding the survival of the venture.
These traits lead to an underestimation of the riskiness of a venture, and overesti-
mation of the success of a potential innovation, and thus a possible misjudgment
of opportunities that require pro-activeness. Therefore, hubris in corporate entre-
preneurial leaders likely leads to a misuse of the venture’s human capital and a
possible erosion of the venture’s social capital. The leader uses human capital to
try to exploit opportunities that the firm is unlikely to exploit successfully and
underutilizes external resources. Indeed, the hubristic leader may fail to build
relationships needed to exploit such opportunities. Additionally, external parties
will be reluctant to participate in the relationships, particularly if they are used to
try to exploit opportunities for which the firm obviously does not have the requi-
site capabilities. In essence, the network of customers and stakeholder groups
linked to the venture are unlikely to continue providing support if they observe
the resources of the venture are being poorly managed and perhaps even abused.
Formally,

Proposition 3b: In corporate ventures, the discretion to engage in risky actions by a
hubristic leader results in misuse of human capital and an erosion of social capital
necessary for financial success.

Table II summarizes the theoretical connections presented above for the mecha-
nisms and the outcomes of greed and hubris on social and human capital.

Firm-Level Moderators Across Contexts

Time horizon. The goals of entrepreneurial ventures vary, and success is often defined idio-
syncratically by the entrepreneur (e.g., McCline and Bhat, 2012); still, many startups con-
sider being acquired or ‘going public’ as a viable exit strategy in the relative short term.
Recent research on executive greed (Haynes et al., 2014) indicates that managers tend to
display more greed early in their tenure than later. In other words, as managers gain more
tenure in the firm, they are less likely to display greed, presumably because of stronger
identification with the organization and a longer-term orientation. This implies that in
entrepreneurial organizations with a short-term time horizon – such as new startup ven-
tures, seeking to be acquired or to go public within a few years from founding, and/or in
corporate ventures that seek high and rapid growth – greed might be more pronounced
than in family firms, which tend to have a multi-generational time horizon.

Yet, family firms are heterogeneous, especially in terms of their values and goals
(Chua et al., 2012). Research has shown that early stage family firms – when the
founder is still highly involved (that is, so-called ‘founder firms’) – are more likely to
take risks than later stage family firms, when the primary concerns of innovation and
firm growth give way to wealth preservation and continuity. This effect is most appa-
rent at the latter stages of family firm development in which family members repre-
sent the third or fourth generation from the founder (sometimes referred to as ‘cousin
consortia’) (Gedajlovic et al., 2012).

Time horizon is also important in corporate ventures. Unlike family firms that gen-
erally have a long-term, multi-generational time horizon, corporate ventures are
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expected to perform well in the short-term (largely because of shareholder pressures
on their parent corporation). The pressure to perform in the short-term combined
with the risky nature of these ventures (Tsai et al., 1991) may prompt certain leaders
to extract as much as possible for themselves in as short a time as possible, which is
in line with the empirical findings about short versus long leader tenure in corporate
settings (Haynes et al., 2014). These arguments lead to the following proposition:

Proposition 4: Time horizon moderates the negative effects of greed and hubris on
human and social capital in entrepreneurial settings, such that the effect becomes
stronger (more negative) under a short time horizon and weaker (less negative) under
a long time horizon.

Firm size. Firm size is another important contextual variable regarding the effects of
greed and hubris. In smaller firms, the effects of greed and hubris are more immedi-
ate. Indeed, research shows that small organizations are heavily influenced by the per-
sonalities of their leaders (Miller and Dr€oge, 1986). In smaller firms, the
entrepreneurial leader’s conduct is more visible compared to that in large organiza-
tions. Leadership actions are readily observable, as employees have more day-to-day
interactions with top management and thus witness their behaviour. Moreover, exter-
nal stakeholders often have greater access to and more interactions with the firm’s
leader(s). Thus, in very small firms, leader greed and/or hubris is likely to have partic-
ularly pronounced negative effects on human and social capital.

As the firm grows in size, however, flat structures are generally replaced with more
hierarchical structures, leading to greater separation between the top management
and other employees. Top leaders’ actions are thus less visible as a result of fewer
direct interactions. Increasing formalization and reliance on formal controls also
reduces managerial discretion, which in turn weakens the effects of leaders’ personal
characteristics on firm outcomes. Additionally, all else equal, large firms tend to have
greater slack resources compared to small firms – in the case of greed, this means
that greater appropriation of firm resources to benefit the decision maker will be less
immediately felt than in the case of smaller firms that have less (and often non-exis-
tent) slack. In other words, greed and hubris are more easily ‘hidden’ in large organi-
zations, which can delay their negative effects. These arguments lead to the following
proposition:

Proposition 5: Firm size moderates the negative effects of greed and hubris on human
and social capital in entrepreneurial settings, such that the effects are stronger (more
negative) in small firms and weaker (less negative) in large firms.

DISCUSSION

Much of the literature on entrepreneurship and entrepreneurial leadership emphasizes
their positive outcomes, and there are many benefits to be gained from entrepreneur-
ial behaviour at the individual, organizational, and societal levels. Indeed, entrepre-
neurial activity plays a key role in the economic development of nations and the long-
term survival of firms. However, despite the potential value and importance of
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entrepreneurial leadership, there is also a dark side that has potential for highly nega-
tive consequences. We explain how entrepreneurial leaders’ greed and hubris nega-
tively affects human capital and social capital in startup new ventures, family firms,
and corporate ventures. The underlying mechanisms in each of these contexts are in
many ways unique, but the outcomes are largely the same. The loss and/or misuse of
human capital and social capital have negative consequences for the financial per-
formance, and perhaps even the very survival, of the firm.

Greed and hubris are ubiquitous in human behaviour that transgresses cultural and
institutional boundaries. Examples of greed and hubris have been recently displayed
in many parts of the world (e.g., North America, Asia, Europe). For instance, we
observed the effects of greed and hubris in the financial services industry, which
resulted in the ‘Great Recession’ in the last part of the first decade of the twenty-first
century. Substantial entrepreneurial behaviour was exhibited in the unique financial
instruments used, but the extreme risks taken appeared to be the result of greed and
fuelled by hubris (Lewis, 2009).

Entrepreneurial leaders often have to take significant risks to be successful. Thus,
by nature, entrepreneurs must be confident. However, there is a fine line between
being highly confident in their abilities to be successful in an entrepreneurial endeav-
our and exhibiting hubris. Research in corporate finance provides both theoretical
and empirical support for the idea that both under-confident (diffident) and overconfi-
dent managers are less optimal for the firm than moderately confident individuals
(Campbell et al., 2011; Goel and Thakor, 2008). Likewise, most entrepreneurs are
seeking financial returns from their ventures. Certainly some entrepreneurs have other
important goals, such as seeking greater independence or attempting to provide social
benefits, providing impetus to the growing field of social entrepreneurship (Short
et al., 2009). Alternatively, many entrepreneurial leaders desire to maximize financial
benefits from the ventures they lead. Yet, there is also a fine line between maximizing
financial returns and greedy behaviour. To avoid greedy actions may require enacting
an internal moral compass by the entrepreneurial leader and/or other checks on the
leader’s behaviour through external governance mechanisms (Audretsch and Leh-
mann, 2014).

Although greed and hubris are ubiquitous across cultures and institutional bounda-
ries, as noted above, some institutional conditions may facilitate or even motivate
their development and application. For example, emerging economies often have
weaker formal institutions. At the same time, emerging economies also generally have
significant economic growth and thereby provide many entrepreneurial opportunities.
Because of young (e.g., new national stock exchanges providing financial equity) or
weak formal institutions, corporate governance is unlikely to provide adequate moni-
toring of leaders’ behaviours. This environment provides the opportunity for leaders
to enrich their personal gains to the detriment of other stakeholders of the firm. Alter-
natively, highly developed economies can have formal institutional environments that
overly constrain leaders’ actions, thereby limiting their entrepreneurial activities. As
noted by Aldrich and Martinez (2015), these environments serve more as an ‘iron
cage’ with institutional barriers. In these environments, corporate governance can
overly focus strategic leaders on seeking short-term returns. Because of the short-term
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focus, however, leaders are more likely to take actions that enhance their personal
returns. So, it seems that different institutional logics lead to divergent corporate gov-
ernance approaches (one with too little monitoring and oversight, and one that is too
constraining through monitoring), both of which produce similar outcomes – a fertile
breeding ground for leader greed and hubris. Desender et al. (2014) observed the
unique influences of different governance logics leading to dissimilar monitoring
approaches. These arguments suggest the need for future research on how different
formal institutional environments across countries promote and/or inhibit the pres-
ence of greed and hubris among entrepreneurial leaders, and the resulting outcomes.

Very little academic research has examined greed among strategic leaders and manag-
ers. Yet, recent work suggests it is a very important concern because of its potential
effects on the success of the organizations in which they work (Haynes et al., 2014; Wang
and Murnighan, 2011). Our study focuses on entrepreneurial leadership and is among
the first to consider the effects of greed exhibited by this group of leaders, in addition to
contributing to the limited research on hubris in entrepreneurial settings (e.g., Hayward
et al., 2006). Our focus on human capital and social capital in entrepreneurial contexts is
also unique. While financial capital is an important concern with these behaviours, the
effects on human and social capital are often overlooked, despite the fact that they are
highly critical for the success and ultimate survival of entrepreneurial ventures.

The conclusions presented above suggest why new ventures are being increasingly
founded by entrepreneurial teams. Entrepreneurial teams possess more knowledge,
allowing them to better identify and exploit opportunities. Thus, the human capital
embedded in a team is likely to surpass the human capital of a single entrepreneur.
Importantly, the presence of other (presumably powerful) individuals in top manage-
rial and ownership positions may act as an important support system to keep greed
and hubris in check. In fact, some work suggests that close-knit communities develop
an informal system of checks-and-balances to ensure that each member in a network
contributes as much as he/she takes (Putnam, 2001); members of entrepreneurial
teams can develop similar ways of monitoring one another. In family firms, this
important monitoring role can be served by non-family owners and other key external
stakeholders, such as creditors. Finally, in corporate new ventures, shareholders –
especially powerful shareholders, such as large institutional investors – have the incen-
tive and the ability to intervene. More research is needed to understand the moderat-
ing influences on strategic leaders’ greed and hubris. Herein, we highlighted two
important influences – the firm’s time orientation and firm size.

Our work makes contributions to the understanding of greed and hubris among entre-
preneurial leaders and their outcomes for the ventures they lead. As such, it provides a
strong base for future research that is needed to further our knowledge of these still rela-
tively poorly understood behaviours, and of entrepreneurial leadership in general.

Theoretical Implications and Future Research

We argued that in spite of their globally negative influences, greed and hubris mani-
fest in unique ways in different entrepreneurial settings. One of the contributions of
this work therefore is to illustrate the context-dependent nature of greed and hubris.

497The Dark Side of Leadership

VC 2015 John Wiley & Sons Ltd and Society for the Advancement of Management Studies



To the best of our knowledge, this is the first work that attempts to disentangle the
different contextual influences and mechanisms that enable greed and hubris in entre-
preneurial settings, and ways in which greed and hubris materialize in them. Future
research, especially in-depth qualitative work, could inform us in more detail about
both – in young startups, family firms, and new corporate ventures alike.

We also posited that in one of the contexts, family firms, the leader’s greedy behav-
iour manifests in a way that is unique to that setting, through the pursuit of extraordi-
nary socioemotional wealth. This apparent departure from the original definition of
greed (Haynes et al., 2014) is, however, in line with research on family firms and their
often strong emphasis on the pursuit of socioemotional – as opposed to financial –
wealth (and with earlier work on greed in a broader context). By building on and
extending this concept, we believe that future research can make important contribu-
tions to three distinct literature streams: research on the dual nature of family firms,
work on socioemotional wealth, and the emerging work on greed in organizations.

A third unique contribution was to shed light on the potential ‘dark’ side of entre-
preneurship that is rarely examined – the ‘dark’ side of the entrepreneurial leader. In
much of the entrepreneurship literature, the more positive or ‘bright’ characteristics
of the leader – such as their unique qualifications, their personality traits, or personal
human and social capital that are all necessary for venture success – are examined.
Yet, we also know that many ventures fail, and the processes through which this
occurs are still poorly understood, which calls for an investigation into the negative
leader attributes that can contribute to the venture’s demise. With this, we invite
scholars to take advantage of the opportunities presented by the relative dearth of
studies on the ‘dark’ side of leadership.

Another potential research opportunity is to examine how greed and hubris occur
and their specific effects in an entrepreneurial leadership team. We noted earlier that,
especially in new startups, founding teams – as opposed to a single founder – have
become more common. Thus, unravelling the effects of greed and hubris on group or
team dynamics could provide a unique contribution to both the entrepreneurship and
the strategic leadership (and perhaps even the organizational behaviour) literatures.
Perhaps team members can monitor one another and prevent greedy/hubristic
behaviour from emerging. Alternatively, in some settings, greed and/or hubris may in
fact be ‘contagious’. For example, research in social psychology shows that as a
behaviour becomes more common, the more likely it is to become legitimate (i.e., a
so-called ‘descriptive norm’); in turn, more people are likely to comply with the norm
and mimic the behaviour (Reno et al., 1993). For instance, people are more likely to
litter in a littered environment, especially if they observe others’ litter (Reno et al.,
1993). However, they are actually less likely to litter if they observe someone litter in
a clean environment (Cialdini et al., 1990), presumably because observing the rogue
act activates the social norm. This suggests that some industries may become a breed-
ing ground for greed/hubris if there are enough examples of such behaviour. It is
possible that similar mechanisms contributed to the recent sub-prime mortgage crisis.
As Schultz and colleagues note, ‘individuals use their perceptions of peer norms as a stand-
ard against which to compare their own behaviors’ (Schultz et al., 2007, p. 429;
emphasis added). Therefore, paradoxically, highlighting examples of greed and hubris
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may do little to stop such behaviours if doing so helps contribute to norm creation.
Fortunately, we can use extant findings from psychology to help formulate better poli-
cies to mitigate the deleterious effects of these behaviours on individuals, firms, and
the economy. We briefly outline these managerial implications below.

Managerial Implications

Herein, we suggest that there is a dark side to entrepreneurial leadership and that it
needs to be kept in check if the benefits of entrepreneurial behaviour are to be real-
ized. Therefore, this work has clear implications for the governance of entrepreneurial
organizations. The governance of each type of organization discussed herein might be
different. However, the findings of the research on family firms can perhaps provide
some guidance. Family firms seem to operate in a more balanced fashion when there
are external voices in the governance structure of family firms (Arregle et al., 2012;
Gomez-Mejia et al., 2014). That is, family firms with proper voices in the external
governance system are more likely to gain value from the benefits specific to a family
business while simultaneously balancing socioemotional wealth. This suggest that,
when monitored by effective (e.g., powerful) stakeholders, entrepreneurial firms may
be more likely to engage in appropriate entrepreneurial behaviour and less likely to
display greed and hubris in the process.

There is much written on the governance of large established firms, especially pub-
lic corporations. As noted in recent reviews, the research to date has produced mixed
results on the effectiveness of extant governance mechanisms and no clear guidelines
(e.g., Dalton et al., 2007). Yet, there is a distinct implication from this work for corpo-
rate ventures. The parent company should be very careful in its selection process to
ensure the individuals recruited have the human capital needed to lead the corporate
venture with a lower potential to exhibit greed and hubris. Additionally, the parent
company needs to establish a governance system that incentivizes entrepreneurial
behaviour but also provides oversight that prevents extreme behaviours derived from
greed and hubris. Based on the Haynes et al. (2014) research, special attention must
be given to the development and structure of incentive systems, and effective monitor-
ing bodies.

Of the three contexts, the startup new venture poses the greatest challenges for
overcoming greed and hubris, because the founder and entrepreneurial leader con-
trols the venture. However, such leaders could be offered good advice regarding the
likely outcomes of greed and hubris for their new venture. To increase the probability
of surviving and succeeding, they must monitor their own behaviour and avoid the
display of greed and hubris. But they should also surround themselves with other indi-
viduals to act as advisors, prepared to exercise their voice if needed.

Finally, findings from social psychology on the role of norms offer interesting impli-
cations for public policy and the role of the media. We earlier introduced the role of
descriptive norms (i.e., what is commonly done) in regulating behaviour, highlighting
their potential pitfalls. In contrast, injunctive norms ‘refer to perceptions of what is
commonly approved or disapproved within the culture’ (Schultz et al., 2007, p. 430).
It appears that adding even a simple injunctive (approving or disapproving) message
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to a given account of behaviour can have a profound impact on how individuals
respond (Schultz et al., 2007). This suggests that public accounts of greed and hubris
should include both descriptive and injunctive components. It also highlights the
important role of broader cultural norms and unintended consequences of regulating
greedy/hubristic behaviour. As such, American emphasis on individualism, economic
advancement, and confidence to succeed – even in the face of overwhelming odds –
while producing many positive outcomes, may also inadvertently provide the environ-
ment for hubris and greed to flourish.

CONCLUSION

Herein, we have moved towards the development of a mid-range theory of greed and
hubris in strategic leadership within entrepreneurial contexts. Mid-range theories are
commonly derived from the integration of series of empirical studies to help explain
the relationship between important constructs. We have built our work on diverse
research, some conceptual, on entrepreneurial leadership in each of three important
contexts. While there is a growing amount of research on hubris, the amount of work
on entrepreneurial leadership remains limited. Also, there is very little empirical
research on greed in any organizational settings. As such, while this work represents a
valuable step forward, more research is necessary to build an enriched understanding
of greed and hubris in entrepreneurial contexts. Therefore, a significant opportunity
exists to build on and extend this research to inform current and future entrepreneur-
ial leaders.
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NOTES

[1] External investors frequently come from the entrepreneur’s social network or from the investment com-
munity focused on new venture firms; they include family members (not involved in the business), friends
and other investors such as angel investors, and venture capital/private equity companies (Clarysse et al.,
2011; Kang et al., 2011).

[2] The original work identified five dimensions of entrepreneurial orientation, but subsequent research has
narrowed the five to three.

[3] This is consistent with the historical depiction of greed as insatiable desire and extending to other forms
of satisfaction, including extreme amounts of food and drink, beyond material objects or financial
resources.
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