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Managerial Succession and Organizational Performance
: the Case of Korean Manufacturing Firms

Youngkol Kang*

Abstract

This study has been undertaken to probe the effect of managerial (CEO) succession on
organizational performance (represented by profitability) of Korean manufacturing firms.
By analyzing the data collected from 62 manufacturing firms of 18 chaebols for the years
from 1990 through 1994, we would come to the following conclusions:

1. CEO successions have a negative effect on the profitability of the year of succession.

2. Successions of a single president by another single president have negative effects on

profitability.

3. CEO successions by outsiders can negatively affect profitability. But CEO succession

by insiders do not have any negative effects on profitability.

4. Succession by executives (not CEO) of other subsidiary firms can negatively affect

profitability.

5. Experienced successors can alleviate the negative effect of succession on profit-

ability.

The results summarized above enable us to maintain that this study would have three
practical implications. First, the best way to minimize the unwanted effect of CEO
succession on profitability is to select a candidate among eligible insiders. Second, if
eligible insiders are not available, a candidate, whose ability has been already tested as a
top management at other firms, should be chosen. Third, selecting multiple presidents,
rather than a single president, among eligible candidates could be a better way to
alleviate negative effects engendered by CEO successions.

* Associate Professor, College of Social Sciences, Taegu University
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