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ABSTRACT

Leadership succession, and especially that of the CEO, has attracted
considerable interest amongst management and social researchers. Most of
the research has been conducted in Western organisations and from
specific vantage points such as understanding the financial impact of CEO
succession and successor origins. However, there is currently little
research on the actual process of leadership succession, and especially so

in the Malaysian context.

This research uses qualitative research methods to investigate leadership
succession (which in this thesis means both CEO and upper-echelon
managerial succession) in Malaysian organisations. The research reveals
that most Malaysian companies are not engaged in leadership succession
planning and implementation and the few that have such processes report
low success rates. The research shows that leadership succession planning
and implementation is in its infancy among Malaysian companies. Where
upper-echelon manager succession is concerned, companies commonly
practise leadership replacement rather than succession. However, with
family-controlled publicly listed companies — and such companies
constitute the majority of publicly listed companies in Malaysia and in
most of Asia — dynastic succession is the predominant form of CEO
succession and the CEO’s position is the preserve of members of the

founding family.

In investigating the factors that either enhance or inhibit leadership
succession processes, a form of inhibitor that this thesis calls

organisationally generated entrenchment was identified.
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Abstract

Organisationally generated entrenchment appears to be common in
Malaysian companies and has the effect of stifling smooth leadership

succession.
This research also shows that leadership succession processes are greatly
influenced by cultural factors and that leadership succession models must

take into account cultural effects.

This thesis offers the Succession Development Pathway model as a means

of facilitating leadership succession in organisations in Malaysia.

111



ACKNOWLEDGEMENTS

I remember, when as a young boy, I would eagerly wait for the Rolf
Harris show on our black-and-white television. 1 was especially
enthralled by the artist’s painting sessions. He would take a paint brush
and apply dabs of paint here and there in what seemed to be a rather
haphazard manner. Initially, the canvass would appear to be little more
than a chaotic mess of paint and members of my family would debate
what the artist was painting. Then, with a few finishing strokes, Rolf
would transform the disarray into order and the end result was a beautiful
painting. Harris then rendered a song about the story behind the painting
and we, the audience, were left in awe of the manner in which he had

brought order to the disorder and meaning to the picture he had created.

While researching this topic, there were many times when I felt that all
that I had was a disarray of data and that my metaphorical doctoral
canvass would never be able to convey any meaningful story.
Unfortunately, I do not have the artistic talents of a Rolf Harris but
fortunately, I did have the help of two master advisers whose advice and
guidance helped me see the meanings hiding behind the data that I had
collected. From these master advisers, I have not only learned to conduct
research and to write a thesis but I have also gone on to enjoy the process
of investigating, analysing, theorising and bringing meaning to the
research. I, therefore, wish to bring special honour and thanks to the two

persons who have made such a difference to this research.

The first person that I want to thank is my supervisor, Dr Anthony Shome.

Tony widened my perspectives in this research and helped me see that

v



Acknowledgements

there was more to leadership succession than I had originally envisaged. 1
enjoyed our frequent discussions over the subject matter and I have
benefited enormously from them. I am very grateful for the way that he
generously shared his knowledge of the subject matter with me and his
guidance was, indeed, invaluable. He saw the potential in my study long
before I realised it myself. I am very thankful to Tony, who started as my

advisor but who has become my friend.

The second person that I wish to thank is Dr Ralph Bathurst, my co-
supervisor. Although Ralph came into the picture towards the second half
of my research, he was fully committed and engaged in the research topic.
Ralph’s invaluable guidance and comments are much appreciated and
they brought about a degree of finesse to the thesis and made the painting
all that more appealing. I am extremely indebted to Ralph for his help in

reshaping the final version of this thesis.

To Drs Shome and Bathurst I extend my sincerest thanks. Returning to
my metaphor of painting a doctoral canvass, the master strokes were truly
only possible with their help. Any blemishes in the final painting are all

mine.

I also wish to thank Professor Dr John Monin for his confidence, support

and interest throughout the research.

I gratefully acknowledge and thank all the participants who took time

from their busy schedules to discuss the matter of leadership succession in



Acknowledgements

their organisations with me. The hospitality that they accorded me during

the research went far beyond my expectations.

In my family we often tease each other about saving the best for last,
especially where food is concerned. In acknowledging this last group of
people, I can truly say that I have indeed saved the best for last. I thank
my wonderful wife, Alice, and my three children, Brendan, Erin and
Shannon, for all their prayers and support as I undertook this journey.
Their love, concern and understanding helped me through many difficult
patches during the research. I had to spend a lot of time alone writing this
thesis, but I never once felt lonely because they were always with me,
physically or in spirit, encouraging me on. I am very proud to have
completed this thesis, but my true pride and joy lie in having been blessed
with such a lovely wife and such wonderful children. It is to my family

that I dedicate this thesis.

vi



TABLE OF CONTENTS

Page
Abstract
Acknowledgements
Chapter 1: Malaysian leadership succession processes
as the focus of the research 1
Introduction 2
Reasons for the research 2
Scope of the research 9
Research areas 11
Structure of the thesis 12
Chapter 2: A review of the literature surrounding
leadership succession 14
Preamble 15
Leaders and leadership succession 19
The importance of leadership succession 21
The succession-crisis and the succession-adaptation hypotheses 31
The impact of leadership succession in managing increasing
business complexities 32
The financial impact of leadership succession 35
Market reactions to succession because of the sudden loss
of the CEO 37
Market reactions to board-initiated succession 38
Market reactions to succession during bankruptcies 40
Market reactions to heir-apparent promotion or exit 41
Summary of the financial impact of leadership succession 42
The origin of successors in the leadership succession process 45
The question of Founder-CEO succession and succession in family-
controlled publicly listed companies 49
The impact of organisational size on succession rates 51
The impact of contingencies on the rate of succession 54
The bureaucratisation of leadership succession 55
The match between succession and successor characteristics 57
The theories surrounding leadership succession 59
The common-sense theory of leadership succession 60
The vicious-cycle theory of leadership succession 61
The ritual-scapegoating theory of leadership succession 62

Vi



Table of contents

The demonstration of entrenchment tendencies in leadership
succession
CEO entrenchment tendencies
Organisationally generated entrenchment and its effect on
leadership succession planning
The models employed in leadership succession
Generic succession models
The Leadership Pipeline
The Acceleration Pools model
Summary of the succession models
The practicality of co-leadership in leadership succession
The leaders who exited smoothly
Summary of the literature on leadership succession
Gaps in the literature on leadership succession

Chapter 3: The influence of culture on leadership
Succession

The influence of culture on leadership succession
Definition of culture
The practice of leadership succession in Malaysia
An understanding of the Malaysian culture and its influence on
leadership succession
‘Father Leadership” and its implications on Malaysian leadership
succession
Corporate structures and governance in Malaysian companies
Demonstration of cultural influences on leadership succession
in Malaysia
Retirement age and leadership succession practice in Malaysia
The practice of leadership succession in Japan
An understanding of Japanese culture and its influence on
leadership succession
The practice of leadership succession in Taiwan
An understanding of Taiwanese culture and its influence on
leadership succession
The practice of leadership succession in the United States of
America and the United Kingdom
An understanding of USA and UK cultures and their influence
on leadership succession

vii

64
64

72
75
77
83
86
88
89
91
93
95

99

100
101
106
106

118
123

127
130
133

133
141

141

144

144



Table of contents

Implications of the influence of culture on leadership succession

practice 150
Chapter 4: Method 152
Introduction 153
Reasons for choosing Malaysian companies 153
Research paradigm and strategy 155
The rationale for using the multiple-case study approach 160
Sampling and participants 163

Pilot study 163
Snowball sampling, participant selection and rationale for
sample size 169
Participants” gender 181
Research objective 181
Research design: Semi-structured interviews 182
The nature of qualitative research 185
Coding and data analysis 187
Ensuring research validity 190
Ethical considerations 193
Ensuring that there is no harm to participants 193
Ensuring that informed consent is obtained from all participants =~ 194
Ensuring there in no invasion of the privacy of participants 194
Ensuring that no deception of any form is used to obtain the data

sought 195
Summary of the chapter 196
Chapter 5: Findings 197
Introduction 198

The importance of leadership succession in Malaysian organisations 199
Overview of responses on the importance of leadership succession 200
Reasons offered to support the view that succession was important 201
Succession as a means of preparing successors for retiring senior

managers 202
Succession as a means of ensuring management continuity 204
Succession as part of risk management and corporate governance 212
Implications of the findings on the importance of leadership

succession 214

viii



Table of contents

Summary of the importance of leadership succession
The processes and models that are currently employed for
CEO Succession
CEO succession in AmSure, a government-linked company
CEO succession in family-controlled publicly listed companies
CEO succession in non-family-controlled publicly listed
companies
CEO succession in a privately owned company
Implications of the findings of the processes and models that are
currently employed for CEO succession
Summary of the processes and models that are currently
employed for CEO succession
The processes that are currently employed in leadership succession
for upper-echelon managers
Managerial succession in a government-linked company
Managerial succession in family-controlled publicly listed
companies
Summary of managerial succession practices in family-controlled
publicly listed companies
Managerial succession in non-family-controlled publicly listed
companies
Managerial succession in a privately owned company
Implications of the findings on the processes that are currently
employed in managerial succession
Summary of the processes employed in managerial succession
Organisationally generated entrenchment
Organisationally generated entrenchment arising from
designating an employee as a manager of a Special Project
Organisationally generated entrenchment arising from lateral
movements
Organisationally generated entrenchment arising from
Maintaining the status quo
Implications of organisationally generated entrenchment
The feasibility of incorporating co-leadership into Malaysian
leadership succession practices
Overall responses to co-leadership
Implications of co-leadership
The factors that enhance leadership succession in Malaysian
companies
Structured leadership succession models
Making succession management a key performance indicator
Large organisational structure

ix

217
217
219
223

239
241

243

244

245
246

252

268

270
280

281
282
283

291

298

303
307

310
311
314

316
317
319
321



Table of contents

The presence of an influential human resource director 322
Support from top management for leadership succession 323
Compulsory retirement age 324
Educating managers on leadership succession 325
Transformational leadership and mentoring 327
The provision of exit strategies 328

Implications of the findings on the enhancers of leadership
succession processes 330
The factors that inhibit leadership succession in Malaysian
companies 332
Unwillingness of managers to involve subordinates in succession 333
Reluctance by subordinates to be included for succession planning 334
The practice of dynastic succession as an inhibitor for CEO

succession 336
Unwillingness to challenge the status quo 337
Informal succession processes 338
A replacement, rather than a succession, attitude 339
The renewal of employment contracts 340
Lack of continued top-management support 341
Perceived government requirements for an ethnically balanced

employee composition 342
Entrenchment tendencies 344

Implications of the findings on the inhibitors of leadership
succession processes 345
Summary of the findings on leadership succession processes in

Malaysian organisations 346
Chapter 6: Conclusions and recommendations 348
Introduction 349
The state of leadership succession in Malaysian organisations 352

CEO succession 352

Managerial succession 356
Organisationally generated entrenchment and its impact on

leadership succession processes 362
Theoretical framework and modelling: Towards a better practice of

leadership succession in Malaysian organisations 366
A model for leadership succession: The Succession Development

Pathway Model 373



Table of contents

Comparing the Succession Development Pathway Model and the
Leadership Pipeline
Similarities in the two models
Differences in the two models

Whence from here? Future research

Finale

Reference list

List of Tables

Table 2.1: The effect of leadership succession events on the turnover
rates of board members

Table 2.2: Summary of market reactions to CEO succession

Table 3.1: Hofstede’s cultural scores

Table 4.1: Participant list and company description

Table 5.1 Respondents

Table 5.2: Ownership nature of companies represented by the
respondents

List of Figures

Figure 4.1: Research process mapping

Figure 6.1: Theoretical framework for leadership succession

Figure 6.2: The Succession Development Pathway Model

Figure 6.3: One stage of the Succession Development Pathway Model
Figure 6.4: The complete Succession Development Pathway Model

xi

383
383
384
388
390

391

25
43
103
174
198

218

184
368
376
380
381



Table of contents

Appendices

Appendix A Human Ethics Approval MUHECN 07/020 426
Appendix B Participant Information Sheet 427
Appendix C Participant Consent Form 430
Appendix D Participant List and Company Description 431
Appendix E  Interview Guide 434

Appendix F  Global Top 20 Companies for Leaders 440

xii



