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Abstract

In modern enterprises, the leader is undoubtedly the most
important, which is greatly determined by the enterprise features
& the leaders’ professional characteristics. The appearance of
professional managers brings modern enterprises efficiency as
well as new problems. The problems mainly come from the pri-
vate information among the managing staff. The executives can
take advantage of the private information to gain more personal
benefits, even sacrifice the shareholders’ interests. In order to a-
void the agent cost too high, in the process of principal-agent,
the shareholders often choose suitable managers, and inspire and
supervise them to reduce the agent cost to the minimum. The
principle-agent and corporate governance theories provide some
theoretical supports; realize the incentive compatibility through
signing pre-incentive and post-incentive contracts; balance the
enterprise power through formulating the forms the administra-
tion contracts. From the perspective of genres, the commission
cost of modern enterprises comes from two acts: one is the moral
hazard of hidden action & hidden knowledge after the event; the
other is the adverse selection of hidden information beforehand.
The incentive and administration contracts tend to solve the com-

mission cost problems caused by moral risks. To modern enter-



* 2 BMATHE

prises, however, to choose suitable agents are more important or
even critical. Especially in the enterprises of China, the develop-
ment of an enterprise is strongly related to the functioning of the
enterprises, which clearly shows “the feature of able-person-e-
conomy” . In the meantime, our enterprises have entered the
period of “the Great Changing Shift” of the managerial personal,
so the succession has come to a critical point. In recent years,
the “Earthquake” of senior enterprises forces us to consider the
succession and explore its principle. For example, the break-
down of “3 cars” of Changhong, the collective allegiance transfer
of Chuangwei, and “the cars shuffle” of senior managers of Sina,
all these shake the traditional concepts and greatly affect the de-
velopment of enterprises. Now, it’s time to reflect upon succes-
sion issues, besides, from the point of improving enterprises’
mechanism and management mechanism, it is necessary to con-
duct a systematic and panoramic research on the succession of en-
trepreneur.

Owing to the specific research content, this research adopts
the method of combing Logical Positivism and Objective Norma-
tivism, Process Analysis Method and Power-Comparison Analy-
sis Method. The author gives prominence to the theoretical anal-
ysis and experimental studies, stresses the research on the suc-
cession process of enterprise leaders and rules and effects of each
stage, and emphasizes the comparison analysis of relative power
competition to make the research more systematic and compre-
hensive.

Based on thorough studies on relative theories of the succes-

sion of enterprise leaders, this article divides the succession
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process into 3 stages and provides Enterprise Power Competition
Models, and an Entrepreneur Selection Models of inappropriate
information and an In-term Model. It forms “Relative Power
Competition” of the replacement of enterprisers, “Matching
View” of the selection of enterprise leaders and “Relevance The-
ory” of the succession. Finally, this article constitutes the
frames for the logical thinking and theoretical analysis so as to
solve various succession problems in different enterprises.

The basic viewpoint for this article is that the enterprise a-
chievement plays an important role in the replacement of leaders,
but it is not the only reason, and in some cases, not even a key
one. The replacement is affected by various factors. The insiders
are more likely to be chosen as new executives under the condi-
tions of voluntary replacement, more interior boarding seniors,
higher proportion of interior control, high dissymmetry of mar-
ket information, or advanced human resources cost, and in big
enterprises, differentiational industry and multi-enterprises. On
the contrary, outsiders will be preferred. Growing enterprises
like to hive young executives but big enterprises prefer to have
elder ones. High-tech enterprises dislike elder executives and
seldom use them in the early development period. Advertising
intensity is negatively relevant to the term of office of the lead-
ers, property intensity is negatively related with it. Education
degree is positively relevant to advertising intensity. The re-
placement of enterprise leaders is relevant to the stability of the
managing staff, but relevance reduces when the enterprise de-
clines. However, the turning-over of outsiders greatly affects

the structure of the enterprise in a certain degree, but no obvious
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relevance arises between succession type and property changes.
As to a multi-enterprise, whether it “thins” or not doesn’t rely
on voluntary or forceful succession. The view that with the suc-
cession, especially a forceful succession, a multi-enterprise is
more likely to re-construct than a specialized one has not been
proved. The change of the achievement fluctuation, but the type
of succession does clearly affects the achievement. The forceful
succession affects the achievement fluctuation, but fluctuation
tendency is non-linear.

In the process of the succession, there will come out many
managing problems. So, a scientific & reasonable power-balance
system and an incentive mechanism of the executives should be
designed so as to make the succession effective and strengthen
the successor’s competence management. On the other hand,
market needs to be further improved, especially the reconstruc-
tion of its service, supervision, payment and the principal part of
the market.

Facing the possible “adverse selection” and moral hazard in
selecting enterprise leader, the familial private enterprise has to
choose between closed succession and open succession. The suc-
cession of stated-owned enterprisers has to overcome the disad-
vantage of the mode of “appointed leader” by stated-owned prop-
erty management offices. The moderate introduction of market
competition will contribute to the efficiency of succession. How-
ever, the fundamental is to reform the property system of state-
owned enterprises. The succession of high-tech enterprise has its
own regularity & periodicity, so choosing a suitable successor

has to consider its specific corporation features and the stage of



