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1 INTRO0UCTION 

There is a major controversy in the organiza
tion theory literature concerning whether or
ganizational actions and outcomes are external
ly controlled (or at least severly constrained), 
or the outcome of manageria! actions (Pfeffer, 
1981; Astley and van de Ven, 1983). The popu
lation ecology in particular (Hannan and Free
man, 1984), but to a considerable extent aisa 
the resource dependence perspective (Pfeffer 
and Salancik, 1978), argue that organizations 
have very limited possibilities to influence their 
situation. On the other hand, the organization
al behavior and strategy literature (e.g. Chan-

dler, 1962; Tushman and Romanelli, 1985) as
serts that organizations are able to carry 
through transformations and indeed occasion
ally do so.1 

Conversely, there is a division in the litera
ture on leadership between those who state 
that leaders have little impact on organizations 
as their behaviors are largely constrained 
(Pfeffer, 1981; Hannan and Freeman, 1984), and 
those who maintain that leadership is of para
mount importance for organizational function
ing (Tushman et al, 1986).2 lt is therefore of lit
tle surprise that there is debate about the ex
tent to which manageria! successions have any 
impact on organizational strategy. Some the
orists argue that succe$sions have very limit
ed effects on instrumental action (Pfeffer, 1977; 
1981), and that manageria! successions 
predominately have a symbolic function as 
replaced leaders serve as scapegoats for or
ganizational failures (Gamson and Scotch, 
1964). 

However, in this paper we maintain, based on 
a number of empirical studies that are outlined 
in the next section, that manageria! succes
sions are not seldom associated with strategic 
organizational change.3 The question of why 
manageria! replacements tend to coinside with 
strategic reorientations will be examined. Thus, 
we will not attempt to evaluate whether the 
changes have adverse or positive conse
quences for the organizations, but rather 
elaborate on why there is a covariation between 
strategic changes and manageria! succession. 
'Surprisingly, organizational theorists have not 
paid much attention to this question; our aim 
is to begin filling some of this gap in the litera
ture by presenting possible explanations for the 
relationship between leadership and strategic 
change. We will discuss different ways in which 
these two kinds of change may be causally 
related as well as examine the possibility that 
the covariation does not imply a simple causal 
relationship. 
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2 STUDIES OF MANAGERIAL ANO 

STRATEGIC CHANGE 

A variety of research has shown that substan
tial organizational changes often coinside in 
time with change of management.4 Gilmour 
(1973) provides one of the first case documen
tations of the connection between manageria! 
succession and strategic change. His study of 
three divestments made by US firms revealed 
that, without exception, the divestment deci
sions were preceded by the appointment of a 
new corporate executive. The new managers 
perceived a discrepancy between the goals of 
certain organizational units and their perfor
mance, and they soon became comrnitted to 
the idea of divesting the units. Eventually they 
were able to rally support for this idea. None 
of these firms had previously divested any or
ganizational unit. Another study of foreign 
divestments made by US companies also rev
ealed that the divestment decisions were usual
ly initiated by newly appointed managers (Tor
neden, 1975). 

Similarly, in a study of Finnish firms, Björk
man (1989a) reports that a change of organiza
tional (or divisional) strategy towards carrying 
out foreign direct investments in manufactur
ing units in several cases followed shortly af
ter management replacements had been made. 
He also found a negative correlation between 
the time that managers had held their positions 
and their propensity to engage in foreign direct 
investment decision making. 

Tushman et al (1986) found that in only 6 out 
of 40 cases did a current CEO initiate and im
plement strategic reorientations. They con
clude that externally recruited executives were 
more than three times more likely to initiate 
strategic changes than were existing executive 
teams. Grinyer et al (1988) report that in 55 per 
cent of the 25 strategic change processes in 
British business organizations, the processes 
were triggered by new CEOs. ln another thirty 
per cent, CEO replacements constituted parts 
of the change processes, and several reorien
tations were stimulated by the appointment of 
new managers at lower hierarchical levels. Ad
ditional descriptions of the linkage between 
manageria! succession and strategic change 
are provided by, among others, Biggart (1977), 
Starbuck et al (1978), Grinyer and Spender 
(1979), Donaldson and Lorsch (1983), Rosenfeld 
et al. (1988) and a number of case studies 
reviewed by Hoffman (1989). 
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ln sum, a review of studies of strategic 
change indicates that organizational reorienta
tions are often associated with the appointe
ment of new managers. Obviously, the approx
imity in time between management and strate
gic change may in some cases be accidental. 
Given that both management replacement and 
strategic change occur with certain intervals, 
they will sometimes concur. However, the em
pirical studies cited above indicate that the fre
quent co-occurrence of leadership and strate
gic change is not the result of random variation, 
and we must therefore search for other ways 
to explain this correlation. 

The business press is abundant with exam
ples of newly appointed leaders who have been 
able to carry through successful strategic re
orienations. These stories, epitomized by Lee 
laccoca at Chrysler and Jan Carlzon at SAS, are 
based on a belief in the »heroic» leader, who 
is appointed in times of trouble, evaluates the 
situation and then takes action. The heroic lead
er is also supposed to take the blame for 
failures, and leave the organization if it is not 
performing satisfactory. Hence, a widespread 
belief in the heroic leader is not dependent on 
improved organizational performance but, 
somewhat paradoxically, will also be reaffirmed 
every time a leader, when faced with failure, 
leaves the organization. 

Stories about heroic leaders typically explain 
strategic change by reference to their persona! 
qualities. ln this paper we examine other pos
sible explanations for the relationships be
tween manageria! succession and strategic 
change. First we propose that management 
replacement may result from the same factor(s) 
that causes organizational strategic change. 
Thereafter we discuss situations in which the 
leader for some reason takes actiön leading to 
organizational change. Our examples deal with 
environmental constraints and expectations on 
the new leaders. Finally, in two separate sec
tions, we examine the possibility that the new 
leader causes something to happen that in turn 
results in strategic change. ln the first exam
ple, an increase in the organizational resource 
base due to the leadership change is seen as 
resulting in strategic change. ln the other ex
amples, we assume that leadership replace
ment leads to changes in organizational com
mitments and beliefs and that this may bring 
about strategic change. 
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3 MANAGERIAL SUCCESSION AS A PART OF 

ORGANIZATIONAL CHANGE PROCESSES 

One way to explain the co-occurrence of 
manageria! succession and strategic change 
would be to show, first, that the same factor(s) 
cause both manageria! succession and the 
process leading to strategic change, and sec
ond, that the leader has a limited role in the 
shaping of the new organizational direction. 
Thus, it would not be necessary to analyze 
manageria! ideosyncracies in order to explain 
strategic shifts of the organization. Attention 
should instead be paid to factors that produce 
both manageria! and strategic change. lt should 
be pointed out that as manageria! changes typi
cally require shorter implementation time than 
do strategic change, the new leader may some
times appear to be the change agent. 

Grinyer and associates (1988) describe sever
al cases that seem to be in line with this expla
nation. They found that thirty per cent of the 
strategic reorientations that they studied had 
been initiated, but not fully implemented, pri
or to a change of CEO. ln these cases, obvious
ly the new CEO did not cause the strategic 
change. Grinyer et al (1988) provide the reader 
with little information about the initiation of the 
organizational change processes and about the 
background for the change of CEO, but it is 
conceivable that both kind of changes may 
have been the outcome of the same process 
without being causally linked. 

Both manageria! succession and strategic 
change may, for instance, be the result of 
processes of intra-organizational political con
flicts. This view is at least partly congruent with 
the basic assumptions made within the re
source dependence perspective (Pfeffer and 
Salancik, 1978). This perspective builds on a 
model of organizations as political systems (cf. 
March, 1962; Cyert and March, 1963), whose 
strategic actions are to a considerable degree 
determined by the distribution of power and in
fluence in the organization. The resource de
pendence perspective also downplays the role 
and discresion of individual organlzational lead
ers (see also Pfeffer, 1981). lt seems to us, how

ever, that when Pfeffer and Salancik (1978) spe
cifically discuss manageria! succession, their 
treatment is somewhat at odds with the way in 
which they generally downplay the importance 
of organizational leadership (see f.i. Ch.1). 
Namely, when discussing organizational 
change, Pfeffer and Salancik (1978, 252) state 

that »executive succession is a very important 
process by which organizations become 
aligned with their environment». They argue 
that environmental contingencies affect the 
power distribution in the organization, that in 
turn affects executive succession that, finally, 
influences organizational action and perfor
mance. The executive, according to this view, 
has some albeit limited discretion. 

According to the resource dependence per
spective, manageria! succession in organiza
tions with a stable political power structure will 
generally not be associated with strategic 
change. lnstitutionalization of the power struc
ture will lead to longer leadership tenure even 
in difficult situations (Pfeffer and Salancik, 
1978, 240), and when a new manager is appoint
ed, the dominant political coalition tends to be 
able to choose the candidate from within the 
grou p. This pattern fits well with reports that 
internal succession is less likely than external 
recruitment to lead to radical strategic changes 
(Carlson, 1962; Helmich and Brown, 1972; Tush
man et al, 1986).5 

Case studies of organizational change (Nor

mann, 1971; Biggart, 1977; Johnson, 1987; 
Rosenfeld et al, 1988; see also Tushman et al. 
1986) have shown that strategic reorientations 
often are associated with changes in the or
ganizational power structure. lndividuals and 
groups favoured by the existing power structure 
will resist attempts to radically change or
ganizational operations. When substantial 
changes do take place, they are usually preced
ed by periods of unsatisfactory performance, 
leading to changes in the power structure, fol
lowed by the appointment of new managers and 
initiation of processes of strategic change. Al
ternatively, the attention of powerful organiza
tional constituencies may for some reason, for 
example because the unit does not meet its per
formance targets, be turned towards the oper
ations of a unit which previously has operated 
fairly independently.6 Ownership change may 
have a similar effect. Two interpretations 
representative of the dualism found in Pfeffer 
and Salancik's (1978) work can be proposed. 
One possibility is that new leaders do make a 
difference and that external recruitment is likely 
to lead to greater organizational change. We will 
return to this interpretation in later sections. An 
alternative interpretation, in line with the 
reasoning in this section, _is that the recruit
ment of a new external leader often is little 
more than the outcome of organizational pow-
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er conflicts; conflicts that by themselves even
t ually would lead to strategic organizational 
changes. 

4 ENVIRONMENTAL CONSTRAINTS AND 

EXPECTATIONS 

ln the previous section it was presumed that 
some factor(s) different from the newly appoint
ed manager brought about the organizational 
reorientation. However, research cited earlier 
in this paper showed that often the newly ap
pointed manager initiated strategic change.7 

But why do newly appointed mangers set out 
to undertake strategic change as studies have 
revealed that managers involved in strategic de
cision making usually consider the persona! 
benefits of being right as well as the risks and 
effects of being wrong (Bower, 1970; Carter, 
1971). 

ln this section, we will argue that the exis
tence of explicit and implicit constraints and 
expectations on the manager may explain why 
newly appointed managers attempt to initiate 
and carry through strategic changes. 

First, there is considerable evidence that 
manageria! succession often occurs as a re
sponse to poor organizational performance (e.g. 
Grusky, 1963; Pfeffer and Leblebici, 1973; 
McEachern, 1975; Lubatkin et al, 1989; but see 
Samuelson et al, 1985) or an unstable and diffi
cult manageria! situation (Salancik et al, 1976, 
quoted by Pfeffer and Salancik, 1978; Helmich, 
1978).8 The occurrence of »learned helpless
ness» (Klein et al, 1976) and ,,threat-rigidity» ef
fects (Staw et al, 1981) in crises situations may 
have been among the reasons why organiza
tional constituencies see it necessary to 
change manager in the first place. lt seems log
ical that a manager who is appointed when the 
organization is in a predicament often is ex
plicitly expected to, and will in fact try new 
courses of action in order to improve organiza
tional performance. ln a crisis situation, radi
cal changes in strategy may aisa be necessary 
in order to convince external groups about the 
survival potential of the organization. 

Second, embedded in our society is a general 
nation that managers are expected to »make a 
difference». That is, new managers are expect
ed to carry out new strategic action because 
»(T)he ideology of new management... associ
ates managers with the introduction of new
ideas, new organizational forms, new technol-
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ogies, new products, and new moods» (March, 
1981, 153). Similarly, people tend to explain or
ganizational performance by reference to 
leadership actions (Meindl et al, 1985). Hence, 
even if the organization is not in a predicament, 
new managers may attempt to enhance their 
own legitimacy by changing the strategy of the 
unit for which they are responsible. lt is possi
ble that the propensity to attempt strategic re
orientations will be highest among middle and 
general managers for whom future career de
velopment depends on an ability to demon
strate that they are capable and dynamic execu
tives. ln times with increasing environmental 
volatility and shorter manageria! tenure, argua
bly the ability to rapidly initiate strategic 
changes will be increasingly important for 
managers' future career prospects. Simultane
ously, there will be less need to pay attention 
to future consequences of the changes that are 
initiated. 

5 RESOURCE ATTAINMENT 

ln the present and the following section we 
consider different ways in which an interven
ing variable may account for the relationship 
between leadership and strategic change. The 
leadership change causes something to hap
pen that in turn causes strategic change. Here, 
we present resource attainment as a possible 
intervening variable; in the next section we fo
cus on organizational commitment and beliefs. 

A possible explanation for the relationship 
discussed in this paper is that change of leader
sh ip may enable the organization to gain 
resources that it otherwise would not obtain. 
These resources may be utilized by the new 
leader or by other organization members in ef
forts to change organizational strategy. The 
new leader may directly through his/her con
nections, or through the enhanced external 
recognition and/or legitimacy of the organiza
tion, be able to get additional financial funds. 
The extra funds will, in turn, create slack 
resources that will enable members of the or
ganization to experiment with riew operational 
activities (Cyert and March, 1963). For organi
zations in a financial predicament, on the oth
er hand, the additional resources may enable 
the organization to implement new ideas that 
because of insufficient financial reasons have 
not been possible to carry through. 

The appointment of a »figurehead» as a new 
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leader may also have a positive impact on the 
human resource base of the organization. lf the 
new leader enhances the status of the organi
zation, this may attract new organization mem
bers with ideas about the kind of operations 
that the organization might undertake, thus 
constituting a first step towards organization
al change. 

Further, manageria! succession can be used 
to signal to the environment that organization
al problems are recognized and that past mis
takes are rectified. Although it may be difficult 
to link previous organizational actions directly 
to the ex-leader, this person may never-the-less 
be given the blame for the problems that the 
organization has had. Through its symbolic ef
fects, the occurrence of a leadership change 
may therefore enable the organization to obtain 
resources necessary for survival and change 
(Pfeffer, 1981 ). 

6 ORGANIZATIONAL COMMITMENTS AND 

BELIEFS 

A number of studies have revealed that in
dividuals are liable to become committed to a 
course of action even if negative feedback 
about previous action is received (see Staw and 
Ross (1987) for a review of the commitment-
1 iterat ure). By adhering to the already existing 
course of action, managers can engage in »im
pression management» towards the environ
ment in order to show that previous decisions 
were »right».9 New managers are not bound by 
previous organizational actions in the way that 
their predecessors were, and can therefore eas
ier propose strategic changes. These changes 
may evidently be required if the organization 
due to development of commitment to a course 
of action has not responded to significant 
changes in the environment. The absence of 
commitment to existing organizational units on 
the part of new managers was seen by Gilmour 
(1973) and Torneden (1975) as the reason why 
these persons triggered divestment decision 
making processes. Thus, the crucial point from 
a commitment perspective is to get rid of the 
old leader who ls reluctant to make necessary 
organizational changes. 

McEachern (1975) and Salancik and Pfeffer 
(1980) found that privately owned firms lead by 
a member of the owning family (leaders/owners) 
had three times longer tenure thah publicly held 
companies. de Vries argues that lead-

ers/owners not seldom develop a belief in their 
own indispensability and a fear that a new lead
er will distort what they have accomplished (i.e. 
they are committed to the current course of ac
tion) and they will therefore not want to bring 
up the issue of their own retirement. A number 
of examples show that even when the issue of 
retirement is discussed, and a new leader cho
sen, the owner/leader may postpose the date 
of retirement (Sonnenfeld, 1986; de Vries, 1989). 
A longer period of tenure, in turn, increases the 
likelihood that the successor will be an outsider 
(de Vries, 1989), who is more likely to initiate 
strategic changes. 

lt may in some instances be easier for a new 
manager to implement changes. The new man
ager is not like his/her predecessor affected by 
the outcome of bargaining processes of the 
past, which may have hindered strategic 
change. Additionally, especially if recruited ex
ternally, the new leader is not bound by social 
relationships within the organization, which 
may have induced the previous manager not to 
attempt changes with adverse consequences 
for some organization members. ln particular 
if the person has a successful background, the 
new manager may have the clout needed to 
champion new ideas through in the organiza
tion. Furthermore, he/she has probably been ap
pointed based upon the suggestion of superi
ors or interest groups who therefore may feel 
obliged to support the manager's change ef
forts. ln this situation, superiors will probably 
be reluctant to decline the first ideas that are 
presented to them. Thus, in order to facilitate 
strategic changes the important thing is to re
place the old leader; the problem is not that the 
old leader does not want to make changes, but 
rather that he/she is unable to implement these 
changes because he/she is part of a structure 
that inhibits change. 

New managers, in particular if previously not 
belonging to the organization, often have be
liefs about the organization and its environment 
that differ from those held by their predeces
sors. Given that potential leaders have fairly sta
ble conceptions of how an organization should 
operate, leaders when entering new organiza
tions will tend to try to change aspects that dif
fer from his/her beliefs about the operations of 
a »good» organization.1

° For example, Star
buck et al (1978) describe how, after Electrolux 
had acquired Facit, the new management dis
covered several product Iines for which demand 
exceeded the company's production volume: 
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»What Electrolux did was to reconceptualize
Facit and Facit's environment» (Starbuck et al,
1978, 133-134). Similar examples are provid
ed by Starbuck et al (1978), Donaldson and
Lorsch (1983), and Rosenfeld et al (1988).11 

The displacement of the old leader with a 
new person with different beliefs and with a 
»hand-off» style of managing the organization
may enable extant organization members to im
plement ideas that the previous leader would
not accept. For example, Björkman (1989a)
describes how the president of a Finnish firm
refused to accept the opinion of his subor
dinates that a newly developed product had
great potential for international operations. Af
ter his displacement, the persons responsible
for the new product soon got the approval to
start overseas production, which the company
previously had not had.

7 CONCLUSIONS 

Currently we know surprisingly little about 
the linkage between manageria! succession 
and strategic organizational change. We do 
know that they often coinside, but we are not 
in a position to present any firm conclusion 
concerning why this is the case. Different ex
planations for the apparent connection be
tween the appointment of new managers and 
organizational reorientations have been out
lined in this paper. These explanations range 
from assuming that strategic and manageria! 
change is caused by the same factor(s); 
presuming that envlmnmental expectations 
may induce the newly appointed leader to in
itiate change; maintaining that the leadership 
change produces a change in organizational 
commitment and beliefs that, in turn, produces 
organizational reorientations; to arguing that 
leadership succession gives the organization 
additional resources that will enable strategic 
changes to take place. 

Further empirical studies are needed in or
der to investigate the empirical validity of these 
explanations. ln our view, this task requires lon
gitudinal case studies. Recent longitudinal 
studies of organizational evolution and change 
(e.g. Pettigrew, 1985; Johnson, 1987) have aug
mented our knowledge of strategic change 
processes, but these investigations have not fo
cused on the relationship between organiza
tional and leadership change. We encourage fu
ture research on strategic change to pay more 
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attention to the nature of the linkage between 
manageria! succession and organizational re
orientations. 

Assuming that the newly appointed leader 
plays a significant role as change agent, there 
is a variety of factors that would lead us to ex
pect a decreasing propensity over time on the 
part of manageres to instigate strategic reorien
tations. Development of commitment to the 
current course of action and evolvement of be
liefs that are congruent with the existing made 
of operations are among the factors that would 
tend to gradually increase manageria! inertia. 
lt is conceivable that the ability of a manager 
to obtain resources from the environment will 
decrease over time. For instance, the leader of 
a non-profit organization may initially be able 
to get non-recurrent, large donations, which the 
organization later will not receive. 

On the other hand, there are aisa some fac
tors that may increase the ability of managers 
to carry out organizational changes. There 
might, for example, be situations in which a 
leader's ability to obtain resources improves 
during his/her tenure. This may be the case if 
he/she manages to develop improved relation
ships with resource sources whose support is 
crucial for strategic change. Further, for several 
reasons a considerable tenure period may 
sometimes be needed in order to rally support 
for change efforts. First, it may be necessary 
for an externally recruited leader to gain a pro
found understanding of the current organiza
tional belief systems in order to present change 
suggestions in a acceptable way. Second, it 
may take some time to learn the way in which 
decisions are made in the focal organization. 
Third, it may be necessary for the manager to 
develop intra-organizational socio-political net
works and/or enhance his/her own credibility 
before it is possible to obtain the· support re
quired to radically changing organizational 
operations. The correletion between manage
ment tenure and the propensity of organiza
tions to go through strategic changes should 
be investigated in future studies. Another re
search task would be to study the conditions 
under which the propensity of a new leader to 
trigger strategic changes increases or 
decreases over time. 

VIITTEET 

1. There has also been some attempts to develop
a dialectic view of organizational action and change.
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Zeitz (1980) a,gues that organizations construct ma
jor portions of their environments through the pro
duction of resources and through their control of in
ternaction networks. The structures that they thus de
velop contain the seeds to conflicts, crises, and fu
ture organizational changes. 
2. »Leader» and »manager» are used as synonyms,

meaning that the person in question is the head of
an organization or organizational unit.

3. By »strategic» changes we mean changes that are
of great importance to the organization or organiza
tional unit in question. Some researchers (Watzlawick
et al, 1974; Argyris and Schön, 1978) have distin
guished between instances of »first-order» and
»second-order» change. First-order change means in
cremental modifications within the existing system,
whereas second-order change is a radical, discontinu
ous shift, leading to a system which is qualitatively
different from the old one. On a continuum between
these types of change, the strategic changes dis
cussed in this paper are closer to the latter than to
!he former.
4. Some studies have attempted to determine the

impact of the environment, the organization, and its
leadership on measures of organizational perfor
mance. Lieberson and O'Connor (1972), Salancik and
Pfeffer (1977) and Thomas (1988) concluded that !he
influence of executive leadership was less than the
effects of environmental and organizational factors.
However, the leadership variable explained more than
50 per cent of the variance unexplained by the other
variables, and in samples of homogenous firms
leadership appears to have a greater impact on or
ganizational performance than in heterogenous sam
ples (Thomas, 1988). Thomas (1988, 399) concludes
ttiat »it will require very considerable additional re
search before we can offer a general assessment of
the impact of leadership on organizational perfor
mance», but it should be pointed out that studies of
methodist ministers (Smith et al, 1984) and baseball
coaches (Pfeffer and Davis-Blake, 1986) revealed that
the appointment of leaders with a successful track
record was associated with improved organizational
performance.

5. On the other hand, some theorists argue that it
ls easier for internally recruited leaders to implement
strategic changes (Dalton and Kesner,1983; Lorsch,
1986).

6. Research has shown that organizations that ex
hibit poor performance are more likely to choose out
side CEOs (Samuelson et al. 1985; Schwartz and Men
on, 1985; but see Dalton and Kesner, 1985). Schwartz
and Menon (1985) found no difference between the
propensity of small and large failing US firms to
choose new leaders externally despite !he laet that
large organizations in general are more likely than
small ones to replace top managers from inside (Dal
ton and Kerner, 1983; Furtado and Rozetti, 1987). lt
ls conceivable that a power shift, for instance to finan
cial institutions, often takes place in failing organi
zations regardless of their size. The new dominant
organizational coalition will then tend to push for stra
tegic changes, whereby the choice of a new exter
nal leader is a part of this pursuit.
7. Contextual factors may obviously reduce the

manager's latitude for action. ln the previous section,
the influence of the dominant coalition was men
tioned. Other factors lnclude significant external
regulatlon, lack of slack resources, strong organiza-

tional belief systems (culture) that predefines action 
(Gupta , 1986), and the existence of high exit and en
try barriers (Porter, 1980). 
8. For an overview of factors related to CEO suc

cession, see House and Singh (1987)! 
9. An alternative explanation for the creation of com

mitment to a course of action is that individuals in
fer their values, preferences, and beliefs from prior
behavior. ln other words, people actually come to be
lieve that their decisions/actions were »right» (March,
1978; Weick, 1979).
10. Given that potential leaders have different beliefs
about organizational operations that they attempt to
implement, there are no universally ngood» and »bad»
leaders, only different leaders. The successful lead
er will be the one that is hired by an organization that,
perhaps by change, needs the kind of operational
model that the person can offer.
11. For an overview of research on the linkage be
tween organizational beliefs and strategic reorienta
tions, see Björkman (1989b)!
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