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Summary 
 

Many recent studies have found the CEO to be quite important for small firm performance and survival.  In the 

context of larger firms, there have been discussions about the “seasons” of the CEO, implying that a CEO is only 

functional at a given firm for a limited time. The proposed study aims to identify how small firms in different 

situations are affected by a shift of CEOs. When real change is needed, a new CEO is often the best alternative, but 

when only adaptation is needed a new CEO may disrupt the firm too much. This paper puts forward a proposition for 

a longitudinal study where dynamic processes can be focused. We want to trace both companies and CEOs in order to 

understand how an effective CEO transition should be made in different situations. Especially we want to study how 

the CEO’s personality and experience and the firm’s situation and established practices affect the outcome of the 

transition. 

 

Introduction 

The role of leadership has been heavily debated. In Bass & Stogdill’s Handbook of Leadership [1] over 7500 

references are listed on the subject. Some attribute only little to factors associated with the leader of an organization, 

while others have a strong focus on the leader as a person. Most research to this date has focused on larger firms, 

paying little attention to the more numerous smaller counterparts, despite the fact that the latter category of firms 

plays a significant role in the economy and that future growth is expected to mainly arise from this category. In a 

recent study of small firms, Westerberg [2;3;4] found evidence of a clear relationship between CEO factors and the 

company’s performance. This is in line with other studies of small firms (e.g. [5]). However, these and other studies 

have mainly looked at the CEO and the firm in a relatively static fashion. It has concerned how a firm and its CEO 

cope at a certain point in time. A more dynamic approach may be called for in order to better understand how small 

firms and its CEOs can be related to success. This study therefore proposes to investigate small firms in a 

longitudinal fashion and focus especially on effects of CEO change like Miller [6] suggested. Change in the CEO 
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position may bring both positive (e.g. new needed direction when the old CEO’s “season” is over, cf. [7]) and 

negative (e.g. drastic change that causes confusion when only adaptation is needed, cf. [8]) consequences to the firm. 

Unfortunately, there are many small firms that want but still can’t change CEOs. For instance, a small firm with a 

poor performance record is perhaps less likely to attract a new owner-CEO. In other cases, the owner-CEO may 

recognize that a change of CEOs would be good for the firm, but refrains from acting on this for one reason or the 

other. Apart from consequences on the firm level, CEO transition (or lack thereof) also have potential consequences 

on a macro level. The strongest factor that prevents a firm from reaching its potential may be poor management. 

Since the economy at large is depending on small firms to grow and prosper, the issue of matching CEOs and small 

firms has important implications. Successful CEO transitions not only provide for a successful firm but also for a 

better society.  

 

When a firm changes leaders, this may be a smooth transition or it may be a rough transition. Perhaps both can be 

functional, but under different circumstances. When an organization is performing well, and practices are well 

established, the transition should probably be made as smoothly as possible. Business as usual seems to be a fitting 

guiding star. Disrupting the status quo is most likely to produce lower performance as a consequence. If, on the other 

hand, the firm is performing poorly, a rough transition may be better in order to "uproot" the old dysfunctional ways 

and supply new options for the organization to perform better. 

 

One point of departure is that the history matters. Kimberly & Bouchikhi [9, p. 9] confers that  “[t]ransformation 

cannot simply be mandated. To be effective, it must be undertaken in a way which builds on rather than runs over the 

past“. As noted, we do not fully agree with their contention. Sometimes, an approach that runs over the past may be 

better. Irrespective of this, we see organizations as separate entities, with a "life" of their own (partly independent of 

its present employees). This can be related to the notion of company culture. The culture of a company is not easily 

changed. Firm culture is defined as the underlying values in the firm that guide members to determine what is 

acceptable and not. It is expressed by the actions of the members (cf. Practices [10]). For instance, this can be related 

to how one should deal with customers and suppliers, and what constitutes a "good" work effort. This, in turn, can be 

related to Simons’ [11] four levers (or systems) of control (Boundary systems, Diagnostic control systems, Interactive 
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control systems and Belief systems). Taken together, these four systems give a good description of how things are 

done and what is at focus in a firm (cf. [12, p 159]).  

 

In this study we hold that dysfunctional outcomes (e.g., poor performance) is the result from misfits between the 

individual (in our case the CEO), the organization, and the environment (cf. [12]). Although small ”misfits” can be 

positive (cause ”eustress”) larger misfits usually lead to dissatisfaction and low productivity for the individual, and 

poor effectiveness for the organization. 

 

In the following two short descriptions of actual small firms in Sweden, we will try to show the relevance of the 

proposed study. The CEO matter and both success and failure can often be traced to the CEO. The two mini-cases 

Country Stairways and Procurator are two (among many) firms that bears evidence of this. After the cases have been 

described, we will draw attention to some points that later will be developed in this paper. 

 

Country Stairways – From Anonymity to Excellence 

Country Stairways, a small joinery factory in southern Sweden, was by its competitors during the late 1980s 

considered as a well run, traditional, company. It did fairly well in terms of sales growth and profitability compared 

to the industry at large.  Around 1990 the CEO, who had been in his position for almost 20 years, wanted to retire 

and therefore the company was sold. The competitors believed this would be the end for Country Stairways. They 

couldn’t imagine anyone else running the company since the retired CEO had been immensely important for his 

firm. Country Stairways as a company was thus closely related to the old CEO’s person. To make things worse, the 

sale happened just before the market plummeted and many firms were faced with severe problems. This made the 

competitors even more certain about the forthcoming demise of Country Stairways. However, the new owners 

appointed a new “hand-picked” CEO, John Jones. John was in his mid-fifties and had worked in small and medium-

sized companies related to the joinery industry for his entire working life. He saw Country Stairways as an 

opportunity for him to benefit from his experience and create a successful growth company. John accepted to work 

for the company since it had what he believed to be the necessary prerequisites for becoming successful. Despite the 

downturn in the industry, which caused many joinery firms to close down, John managed to accomplish his task. 
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Country Stairways has more than doubled the work force, and almost quadrupled the turnover. During this time the 

profitability has been above industry average. Today, the company is considered as one of the best run companies in 

its class. 

 

Procurator – A Roller Coaster Ride between Success and Failure 

Procurator is a small firm in northern Sweden. As the name indicates, the company operates in the procurement 

sector, supplying (mainly local) companies with miscellaneous articles such as office supplies, toilet paper, 

disposable coffee cups, etc. From the start in 1966 to 1989, the founder, Bill Eastman, led the company. During 

these years the company grew more and more successful (mainly in terms of ROI) for each year. It was thus a 

company with a successful past and present that was passed over in 1989. The new owner-CEO had worked 

successfully as CEO in other small companies earlier. He started his tenure by breaking with the company’s past 

doing things in quite a different way. He wanted to set his mark on the company, which made the employees 

somewhat confused. Despite his positive track record, he never managed to be successful at Procurator. The 

employees soon lost their faith in the new CEO. In just a few years the company was on the verge of bankruptcy. A 

third owner then had to step in. He could rather quickly watch the company become successful again after giving the 

employees the following message: “Let’s do business the way Bill Eastman did”.  During the time period of less than 

five years, the company went from success to failure and then back to success again. There was a slight downturn in 

the general economy right after the second CEO took over, but for a firm in the procurement sector there is little 

difference in demand between good and bad years. The success of a procurement firm is thus largely depending on 

firm factors. Since the employees were kept intact during the period, the only important difference is found at the 

top. Three different persons owned and managed the company. Two of them managed the company well while the 

third almost put the company in bankruptcy.  

 

What do the two cases tell us? Firstly, they both make it quite clear that it matters who is in charge. Country 

Stairways became an entirely new firm under the new management. The potential of the firm could be explored. If the 

old CEO would have continued, it is likely that the company had remained small and relatively anonymous. The extra 

added value that each employee now contributes would not have remained a mere potential. At Procurator, the same 



 

 5

basic contingencies produced vastly different outcomes depending on who was in charge. Here, it seems the firm had 

(at least nearly) reached its potential with the first CEO. The period of poor performance under the second CEO was 

ended by going back to how things were prior to this period. 

 

Secondly, a good track record of the CEO seems helpful but is not a certain indicator of future success. In the case of 

Country Stairways, the new CEO’s experience seems to have helped him to accomplish a good result, while prior 

positive experience for the second CEO at Procurator failed to help him produce a good result. The reason why 

experience can be double-edged is discussed in Westerberg [2;4]. The “fit” between the experience (individual) and 

the new situation (organization and environment) is believed to be important. That is, if the experience has little to do 

with the new situation, it might be misleading rather than a useful guide. Since experience becomes more important in 

situations characterized by scarcity of time [13], it may be quite dangerous for a firm to enter a crisis situation with a 

CEO who have misfitting experience. Indications from Westerberg [4] inform us that such a misfit can be extra 

troublesome when the CEO perceives himself to have high self-efficacy [14]. Such a CEO tends to block negative 

information, which easily can create a situation where the CEO has an illusion of control rather than actual control 

(cf. [15] and [16]). 

 

A third observation from the cases is the importance of history. As hinted above, it must not be forgotten that ”the 

past shapes the present and constrains the future” [9, p. 9]. At Procurator the second CEO probably took too little 

notice of the past, which quite soon led to that he lost the employees respect when they had to discard their old 

proven actions (planted by the first CEO). The third CEO built on the company’s history by letting the employees 

know that they could go back to do things the way the first CEO did. Change was introduced when no change was 

needed. At Country Stairways the CEO examined the company beforehand and found that it had the foundation that 

suited his plans. When we talk about history, we can also talk about company culture and company practices as 

discussed above. The history “produces” certain ways of doing things in a firm. This can be more or less related to 

the CEO. A strong CEO (like Bill Eastman) will leave a lasting impression on a firm while a more modest CEO may 

come and go without much trace.  

 



 

 

To sum up, we have in the context of CEO transitions the following research questions: 

• How do CEO transitions affect small firms?  

• How should an effective CEO transition be made in different situations?  

• How do the CEO’s personality and experience affect the outcome of the transition?  

• How do the firm’s situation and established practices affect the outcome of the transition?  

The purpose of the proposed study is thus to: 

• Identify how small firms in different situations are affected by a shift of CEOs 

 

Next, we will develop a framework where we will outline which aspects of the situation that are at focus in this study. 

 

Framework 

In Figure 1 below, the framework of the proposed study is displayed. As indicated in the introduction, the study has a 

contingency approach. We hold that, in order to obtain successful outcomes of a CEO change, there must be a fit 

between the firm, the new CEO and the environment. This does not imply that there are no direct effects between the 

factor groups and the outcomes. However, it is our contention that moderating (contingency) effects are influential 

and worth special attention. Next, we will elaborate on the framework. We will begin with outcomes. 
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Outcomes of CEO change 

For the shorter perspective, a strait-forward way to evaluate whether a CEO change has been successful or not is to 

see if the new CEO is accepted at the new firm or not. Changing the CEOs can be compared to a traditional 

implementation of a critical business system. The important stakeholders must accept the new system for success to 

be possible (cf. [17, p. 370]). However, a successful change of CEOs should also lead to better performance for the 

firm once the “implementation period” is over. A problem related to this is that performance can be evaluated using 

several criteria, including financial and market aspects.  

 

Different CEOs will have different goals for their firm. Unfortunately, it has been found that managers based on 

performance rationalize their goals to be in line with this performance [18], also cf. [19] and [20]. A CEO for a firm 

that grows, but show dismal financial performance would then argue that growth has been in focus, regardless if this 

is the case or not. For a firm that has both poor market and financial performance, the CEO may have found that 

some aspect of their performance is satisfactory (e.g. customer satisfaction) and hold this as a goal. Since customer 

satisfaction is difficult to assess in a quantitative way, it is thus more room for interpretation.  

 

Moreover, there is a distinction between short-term profitability and long-term profitability. Some actions by the 

CEO may lead to lower profitability in the short range, but better in the longer run and vice versa. After a new CEO 

has entered a firm it will take some time to be able to affect the firm and its performance. This must be taken into 

account when evaluating the new CEO. 

 

The firm’s earlier performance may be an important factor that determines the success of the new CEO. Good earlier 

performance is likely to make the employees (and other stakeholders) skeptic to changes and there will probably be 

less room for mistakes in this situation. The new CEO may quickly be judged if he or she can’t maintain the past 

performance. In the normal situation (where CEO change is not occurring) a good performance record is mainly 

positive, but for a new CEO it may be a burden. Poor earlier performance on the other hand, is a good starting point 

for a new CEO in terms of freedom of action vis-a-vis stakeholders, but the poor past performance may restrict the 

freedom of action for other, often financial, reasons. Anyway, the past performance is of great importance (cf. [9]) 
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Traditionally, effectiveness in competitive organizations is linked to some aspect of financial performance. Aspects 

of profitability give an indication how successful the firm is in achieving effectiveness on an overall level, while 

productivity tells us how well the firm uses its resources (e.g. manpower or machines). Most firms tend to regard at 

least some aspect of profitability as an important indicator of performance, since it is an indicator of the overall 

performance. Market performance is another area often used when evaluating organizations. Market performance is 

defined as external performance, reflecting the effectiveness of the company in the market. It gives an indication how 

well the company can serve their customers. However, many small firms view growth beyond a certain level with 

much skepticism [21]. But, even though growth is not wanted, other aspects of market performance, such as customer 

satisfaction, can be regarded as very important. For both financial and market performance, a firm will not survive in 

the long run if the two performance dimensions do not reach a certain level. This indicates that the two dimensions 

are positively correlated. Still, different firms may put different emphasis on each performance dimension, which 

makes it important to study both. 

 

The CEO 

In an attempt to make a distinction between different “entrepreneurs” (CEOs), Black [22] uses two dimensions, 

honing and enterprising competence (See Figure 2). Kirzner [23] defines entrepreneurial competence (related to 

enterprising) as a function of making decisions and taking actions in the face of an uncertain present or future 

environment and/or the realization of existing opportunities that have remained previously unnoticed. Black [22] 

argues that the horizontal dimension is related to the CEO’s tolerance for ambiguity while the vertical dimension is 

related to the CEO’s risk attitude. We agree that enterprising demands tolerance for ambiguity. However, the other 

dimension seems to be more related to having the proper knowledge (including both education and experience) and 

being able to apply this knowledge (i.e. being persevering). There is an element of risk involved at higher levels of 

honing, when the CEO leads the way, but below this level it is more about having and applying competence. Having 

high self-efficacy could be crucial for an entrepreneur at higher levels of honing. The idea is that CEOs with higher 

competence in either enterprising or honing will lead firms that outperform those with lower competence. 
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Black link the honing and enterprising to the CEO. However, the CEO may be leading a firm where others than the 

CEO possess the competence that ”define” the firm. Then there will be a discrepancy between the firm and the CEO. 

This is central to this study. When a firm changes CEOs, the new CEO and the firm may have quite different 

competencies, where the firm’s competence may stem from the old CEO. It therefore becomes important to look both 

at the new CEO, the old CEOs (if possible) and also other persons in the firm that are influential in terms of 

enterprising or honing. 

 

Enterprising
competence

Honing
competence

“Conventional”
small business
CEO

“Innovator”

“Competitive
combinator”

 
Figure 2 Entrepreneurial types based on ability to perform enterprising and honing activities. Based on 

Black [22]. 
 
In Figure 2, three types of entrepreneurs are displayed. The conventional small business CEO (leading the 

conventional small business firm), the innovator and the competitive combinator. They will be discussed next. 

 

The conventional small business CEO has often not engaged much in enterprising after the initial effort in the start-

up. As Davidsson [24] and others have suggested, the majority of small firms fit the general description 

“entrepreneur” poorly. However, many of these small firms have been successful since they have been able to hone 

their operations to satisfy their customers. Some have been so successful in their honing activities that they become 

“best in show”. Still, they are not performing any entrepreneurial act. They are merely doing what they have done 

earlier in a more effective way. 
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The innovator on the other hand is all entrepreneur and no manager. He or she is solely interested in developing ideas 

into new products or services. However, to efficiently produce, market and sell these products or services is no 

concern of the innovator. When the innovation has passed the prototype stage, the interest of the innovator gets cold. 

It is more interesting to start over on a new innovation. 

 

Even if both these extreme types can manage, it does seem better if the two competencies can be mixed. Then, the 

firm (with its CEO) can develop new products and services on a regular basis and at the same time adjust these 

products and services to customer demands. If the enterprising competency is only limited, the firm can still use this 

competency to modify its products and services or find new market segments. If the innovator also had some honing 

competence, he or she could be able to take the innovation all the way to the market and probably make better profits. 

Moreover, having honing competence implies having knowledge about the customer, which may help an innovator to 

direct the efforts to the areas where the greatest market potential is found. However, many innovations that later have 

been huge successes would probably not have existed if the innovator had relied on the feedback from the customer. 

This indicates that the balance between enterprising and honing is not trivial. 

 

The two aspects of CEO personality mentioned above, tolerance for ambiguity and self-efficacy, both have 

dispositional (i.e. relatively enduring preferences for a person to think or act in a specific manner) characteristics and 

have shown to be important in earlier studies (cf. [2;4]). Next, we will elaborate on these aspects of the CEO 

 

Tolerance for ambiguity is often defined as the extent to which an individual feels threatened by ambiguity or 

ambiguous situations and affects the individual’s level of confidence when making decisions [25]. Based on the 

results in Westerberg [4], we have modified this to become action oriented. Thus, we see tolerance for ambiguity (in 

actions) as the extent to which an individual’s actions are blocked or delayed by ambiguity or ambiguous situations 

(cf. [26, p. 150]). According to the results in Westerberg [4], there is a clear link between high CEO tolerance for 

ambiguity and the act of enterprising. This may mean that CEOs with higher level of tolerance for ambiguity can 

redirect its firm’s activities to new niches when the established niches declines. This seems to be an important asset 

for a new CEO at a firm that is facing problems related to lack of demand. 
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According to Wood & Bandura [27, p. 364], perceived self-efficacy concerns “an individual’s belief in his/her 

capabilities to mobilize the motivation, cognitive resources, and courses of action needed to control over events in 

his/her life.” The determinants for self-efficacy are according to Gist & Mitchell [28] both internal and external to the 

person. Moreover, the determinants can be divided into their variability. It is argued that the person has more control 

over factors that are internal and more variable.  

 

In Figure 3 the upper left position is thus factors that the person (i.e. CEO in our case) has the least control over. The 

attributes of the task have to do with interdependence and resources. As CEO this is related to the firm’s market 

position, the position the CEO has in relation to the board/owners and the financing situation. Task complexity in the 

CEO position is heavily influenced by the ambiguity the firm experiences. The external factors that vary to a higher 

degree are interpersonal environment and task environment. In the case of the CEO, this would translate to the CEO’s 

network from which he or she can get feedback or find role models to imitate. Vicarious experience (i.e. seeing 

others with similar ability perform well) is an important factor behind self-efficacy. The task environment for a CEO 

is much related to the conditions (time pressure, possibility to delegate, etc) the person work under. 
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  External Internal 
 
 
 
 
 
Variability of 
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Task Attributes (Market situation, 
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owners, financing, etc). 
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Figure 3 Determinants of Self-Efficacy for CEOs. Based on Gist & Mitchell [28]. 
Internal factors of low variability include ability, which often is divided into knowledge and skills, general physical 

condition and personality. Enactive mastery, or successful previous experience, is believed to be one of the most 

important antecedent to self-efficacy. However, having the stamina given by a good physical condition and the help 
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to tolerate ambiguity also seems to be powerful factors. Finally, internal factors of high variability are those factors 

that the CEO has most control over. It includes task strategies, that is, how the CEO attack his task and task effort, 

which has to do with the motivation the CEO has to accomplish the task. 

 

CEOs with different perceived self-efficacy will find the different squares more or less controllable. If the self-

efficacy is very high, it is likely that the CEO perceive to be able to control aspects of the task attributes. For 

instance, the market situation can be influenced by changing the market structure (i.e. being enterprising in Figure 2 

above). The task complexity is less controllable, but by tolerating ambiguity, the CEO can make the impact of this 

less harmful. In the same way, dependent on the perceived self-efficacy, a CEO can perceive to be more or less in 

control of the content in the external/high variability and internal/low variability squares. By forming a network and 

actively looking for good examples in the first case and by constantly sharpening the ability (e.g. by the use of 

networks or by taking courses) and keeping fit in the other, the control is higher. The more the CEO can affect the 

factors in these three squares, the more options the CEO has in terms of strategies and the easier it becomes to exert 

the effort needed to succeed. The content in the three squares around the present action square constitutes the CEO’s 

situation and largely determines the result of the present action. However, the content in the three squares (i.e. the 

CEO’s situation) is partly the result of previous action. Self-efficacy therefore normally has the pattern of a vicious or 

virtuous circle. Success breeds success and failure breeds failure [14]. However, this also indicates that self-efficacy 

is malleable and thus a vicious circle can be broken and self-efficacy enhanced by relevant training. For an employee, 

the management can initiate this, but for a small-firm CEO it becomes more difficult to break out of a vicious circle, 

since they have no superior that can initiate the process. They have to rely on themselves or peers. 

 

According to the results in Westerberg [4], there is a link between high CEO self-efficacy and both honing and 

enterprising. This may mean that CEOs with higher level of self-efficacy is able to become more successful than 

others by being better able to develop his or her company. The direct link between self-efficacy and performance is 

an indication that this could be the case. However, the link between self-efficacy and performance was relatively 

weak which could be explained by over-confidence. In line with Whyte, Saks & Hook [29] who found that people 

high on self-efficacy tended to persist also on courses that led to failure, Westerberg [4] reports that a number of 
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CEOs with high self-efficacy were clearly over-confident. The CEOs had a belief in their own efficacy that was not 

matched by people around them. Despite the lack of confidence from others, the CEOs still continued using his own 

agenda and finally went bankrupt. A new CEO with a high self-efficacy will in most cases be an asset to his or her 

new firm. However, it is important that the self-efficacy is backed up by genuine skills, competence, etc. that are 

suited for the situation at hand. In other words, it must be a fit between the experiences that “produced” the CEO’s 

high self-efficacy and the demands of the situation facing the new CEO. 

 

The Firm 

As indicated in the introduction, the history of the firm that changes CEO is believed to be of great importance (cf. 

[9]). In many cases the history of the firm is the history of its prior CEOs. This becomes especially true in the context 

of small firms where the CEO often is the only important decision-maker. Having knowledge of the prior CEOs (for 

instance in terms of their honing and enterprising competence) may thus give important information regarding how to 

act in the future. If the old CEO had a crucial competence that the new CEO doesn’t possess, it is important to 

recognize this and acquire this competence by for example hiring a person with this competence. 

 

Based on the above, it is likely that the firm’s established practices and strategies will be highly related to the old 

CEOs. The strength of the established practices and strategies will probably be related to how important the CEO has 

been at the firm. Where the old CEO has been very important, the practices will reflect the old CEO to a very high 

degree. If the old CEO has been more of a team player, there might be more discrepancy between the CEO and the 

firm. A situation like the latter seems better when a new CEO enters. Then the existing employees won’t connect the 

daily practices to the old CEO. If, on the other hand, the old CEO is highly connected to the daily practices, the new 

CEO will face a situation where the old CEO will be “present” in the firm. This may present problems in terms of 

resistance. This is especially true if the firm has been performing well in the past. If past performance has been poor, 

it is probably easier to convince employees to abandon old practices. When past performance is poor and old CEO 

culture is weak, many can be perceived as the "catcher in the rye". Instead of being an intruder, you are welcomed 

with open arms. See Figure 4. 

  Past performance 
  Good Poor 
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Figure 4 Four situations that can face a new CEO at an established firm. 
 
In the introduction, we indicated that management control is an important part of the firm’s practices. That is, by 

looking at the systems of management control at the firm much of the practices will become clear. Simons [11] 

framework that includes four aspects (or systems) of management control seems to be useful in this task. The 

boundary systems are associated with risk avoidance, while diagnostic control systems shows what are measured and 

thus regarded as important. Further, interactive control systems give information about how the firm keeps taps on 

what is happening in its environment and finally belief systems inform us which basic values control behavior at the 

firm.  

 

The established strategies can be described by the firm’s strategic competence. Based on Westerberg [2;4] this is 

defined as the ability of the firm to apply Porter’s three basic strategies (i.e. focus, differentiation and cost 

effectiveness). Haddadj [30] shows that a new CEO is likely to change the firm’s strategy. A firm with more diverse 

strategic competence is likely to be easier to change successfully. If strategic competence of a required type is lacking 

then this will probably restrict action. If both the firm and the new CEO lack the needed strategic competence then 

failure is likely to occur. It is thus crucial to make sure that required strategic competence is either found in the firm 

from the beginning or that the new CEO can supply it.  

The Environment 

Regarding the environment, the general economy will probably be of some significance. When times are good, there 

is a better general situation for a firm and a new CEO can probably make more mistakes without risking his or her 

position. The specific conditions in the industry where the firm operates is likely to be of greater importance. The 
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overall growth and profit margins in the industry will set restrictions on what can be done in the firm. This will 

probably affect the CEO in the same way as the general economy, however more accentuated. 

 

Another factor that is likely to affect the firm and its CEO is the technology that is used. Technology is determined by 

whether task knowledge and task variety is high or low [31]. The four technologies springing from this are shown in 

Figure 5. The technology often tend to be the same in the same industry. For example, in the joinery industry, task 

knowledge tend to be low (in the heads and hands of the workers) and task variety low (same basic tasks are 

repeated), which indicates that the joinery industry uses a craft technology. Macintosh [31] argue that the use of 

management control system vary with the technology used by the organization. This means that different management 

control systems should be used in different situations. In the joinery industry, a results-oriented management control 

system is fitting. A CEO that is familiar with a certain kind of control system may apply this regardless of whether 

this is appropriate (fitting the technology) or not. This may be an important factor that explains why CEOs with 

successful past experience may fail in a new situation. 
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Figure 5 Management control systems for different technology situations. Based on Macintosh [31, p. 248].  
 
 

 

Some Methodological Remarks 

From a chosen sample of small firms (in different industries/technologies) we propose to, by using a mail survey, 

identify where “CEO transitions” have taken place in the last couple of years. Some of these firms will be subject to 

case studies where we aim to understand the impact on the firm stemming from changed CEOs. A history of both the 
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firm (prior CEOs) and the “new” CEO (prior engagements) will be made for each case based on the framework 

described above. Once every year we plan to repeat the mail survey on the same sample to detect new changes.  

 

Concluding Remarks 

As indicated in the introduction, it is our contention that small firms have become more important in today’s society. 

However, in many cases the small firm never gets the opportunity to reach its potential due to inappropriate 

management. We believe that for some small firms to be able to reach their potential, a new CEO may be needed. As 

indicated by the first mini-case, an appropriate new CEO may take an established “dormant” small firm to a new level 

where the potential can be developed and put into operation. However, finding the right CEO is not trivial. As the 

second mini-case indicates, changed CEOs may also result in decreased potential for a firm. According to the 

framework put forward in this paper, there need to be a fit between the firm, the new CEO and environmental 

conditions for the CEO change to be successful. We have focused especially on CEO personality and experience and 

the firm’s situation and established practices. The next step is to put the framework to empirical test where we 

hopefully will get results that can help us to understand CEO change in small firms better. 
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