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Understanding how new CEOs change top management teams (TMTs) is central to explaining post-
succession outcomes. We examine how new outsider CEOs change the TMT’s structural interdepen-
dence, which refers to the horizontal, vertical and reward linkages that influence collaboration and
coordination. Building on CEO succession research and the CEO–TMT interface perspective, we the-
orize that outsider CEOs reconfigure the TMT structure to support two interrelated post-succession
processes: realignment, which redirects the firm’s strategy and structure, and integration, through
which CEOs embed within the organization’s leadership context. Using data from 182 CEO succes-
sions in S&P 500 firms between 2007 and 2018, we find that outsider CEOs enhance collaboration,
flatten hierarchies and align incentives to increase TMT interdependence. CEO power strengthens
these effects and amplifies outsider CEOs’ ability to strengthen horizontal and vertical interdepen-
dence. Our findings contribute to TMT research by highlighting CEO succession as a central driver
of structural change. They also extend succession research by revealing how outsider CEOs use struc-
tural design to achieve realignment and integration, and they enrich the CEO–TMT interface litera-
ture by showing how outsider CEOs use structural levers to shape their relationships with the TMT.

Introduction

Since the seminal publication of the Upper Echelons
Theory (Hambrick and Mason, 1984), strategic lead-
ership scholars have examined top management teams
(TMTs)—their composition, processes, incentives and
leaders (e.g. Bromiley and Rau, 2016; Finkelstein et al.,
2009, Neely Jr et al., 2020). More recently, scholars have
called for deeper inquiry into the structural dimension
of TMTs, emphasizing how roles and relationships are
formally organized (Hambrick, 2007). In this context,
Hambrick, Humphrey andGupta (2015) introduced the
concept of TMT structural interdependence, defined as
‘the degree to which roles and administrative mecha-
nisms are arranged such that members of an execu-
tive group influence one another’ (p. 450). Yet, despite
this conceptual advancement, the TMT structure, par-
ticularly structural interdependence, has received lim-
ited empirical attention (Ma, Kor and Seidl, 2022). This
neglect is surprising, given that TMT structure plays
a central role in information processing, power distri-
bution and collaboration at the top of the organiza-
tion (Cho and Hambrick, 2006; Hambrick and Mason,
1984), and that changes in structural interdependence

often signal broader strategic or environmental shifts
(Kor and Mesko, 2013).

CEO succession is a context in which these struc-
tural dynamics become salient. New CEOs often make
changes to the TMT composition to align leader-
ship with their strategic goals (Domínguez-Cc, Lar-
rañeta and Galán, 2024; Karaevli, 2007; Ma, Seidl and
Guérard, 2015; Shen and Cannella Jr, 2002). Yet, be-
yond who is on the TMT, how the TMT is structured
also matters. Upon entering office, CEOs confront two
fundamental challenges: (1) realigning the firm’s lead-
ership and strategy, and (2) integrating into the orga-
nization (Ma, Seidl and Guérard, 2015). These chal-
lenges make TMT structural changes a crucial tool for
new CEOs, who often lack established relationships and
must build legitimacy while executing change (Karaevli,
2007; Xuan, 2009). This need is even more pronounced
for outsider CEOs, who are typically appointed during
tough times to bring new perspectives while restructur-
ing the TMT to address emerging challenges (Cannella
Jr and Lubatkin, 1993; Domínguez-Cc, Larrañeta and
Galán, 2024).

Structural interdependence shapes the mechanisms
for cooperation, collaboration and control (Hambrick,
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1994; Hambrick, Humphrey and Gupta, 2015). While
some TMTs are structured for low interdependence and
autonomy, others foster tightly interconnected roles
and responsibilities, promoting collaboration and joint
decision-making. These choices impact how effectively
a CEO can mobilize the team and exert influence,
ultimately affecting firm processes and outcomes (Buyl,
Boone and Hendriks, 2014; Simsek, Heavey and Fox,
2018). For outsider CEOs, TMT structure functions
not only as a means of coordination but also as a
strategic lever to support integration and enable re-
alignment. To theorize these dynamics, we draw on the
CEO–TMT interface framework (Georgakakis et al.,
2022), which distinguishes between two mechanisms
central to structural change: the functionalism perspec-
tive, focusing on how roles, hierarchy and incentives
influence TMT interactions, and the structuralism
perspective, emphasizing how CEO power drives struc-
tural change. Building on these perspectives (Biddle,
1986, 2013), we study three core dimensions of TMT
structural interdependence (Hambrick, Humphrey
and Gupta, 2015): TMT horizontal interdependence
(THI) reflects the degree of functional versus divisional
organization, with greater interdependence fostering
better knowledge exchange and reducing fragmenta-
tion. TMT vertical interdependence (TVI) represents
hierarchical differentiation, where a less hierarchical
structure enhances social unity and behavioural in-
tegration. TMT reward interdependence (TRI) refers
to the alignment of TMT incentives and payoffs
with firm-level outcomes, with greater interdepen-
dence encouraging cohesion and collaboration among
members.
Despite these conceptual advances, we still know little

about how CEOs actively reconfigure TMT structural
interdependence, as most studies have examined struc-
ture indirectly through composition or outcomes. This
leaves a blind spot in theorizing about the mechanisms
of structural change. We address this by examining how
outsider CEOs use structural levers (i.e. roles, hierarchy,
incentives) to reshape the CEO–TMT interface after
succession. Accordingly, we hypothesize that outsider
CEOs increase horizontal, vertical and reward interde-
pendence to strengthen collaboration, optimize power
dynamics and enhance information processing. From
a structuralism perspective, we further hypothesize
that CEO power facilitates these changes. Given that
outsider CEOs often face constraints and internal re-
sistance, their ability to change the TMT structure is
contingent upon the formal authority they hold (Finkel-
stein, 1992; Ma and Seidl, 2018). By leveraging their
power, they can align incentives, reduce hierarchical
barriers and foster more cohesive and interdependent
TMT structures. Our analysis of 182 CEO succes-
sions in S&P 500 firms between 2007 and 2018 largely
supports our hypotheses.

Our study makes three contributions: firstly, we ad-
vance TMT research (Buyl, Boone and Hendriks, 2014;
Hambrick, 2007; Lou et al., 2025) by responding to calls
to explore the structural dimension of TMTs. We treat
TMT structural interdependence as a consequence and
examine how new CEOs change its dimensions. By do-
ing so, we provide a CEO-centric perspective on post-
succession TMT structure changes. Secondly, we con-
tribute to CEO succession research (Berns and Klarner,
2017; Datta, Rajagopalan and Zhang, 2003; Lee and
Alexander, 1998) by uncovering hownewoutsiderCEOs
use TMT structure as a strategic tool for integration
and realignment. While prior studies have focused on
performance, strategic change and composition effects
(Georgakakis, Greve and Ruigrok, 2017; Karaevli and
Zajac, 2013), we theorize how structural changes en-
able CEOs to enhance their information processing ca-
pabilities, enhance social cohesion and improve collab-
oration. Thirdly, we build on CEO–TMT interface re-
search (Georgakakis et al., 2022; Simsek, Heavey and
Fox, 2018) to clarify how and why outsider CEOs
change TMT interactions through TMT structuring.
Specifically, we demonstrate how outsider CEOs utilize
TMT restructuring to enhance collaboration and cohe-
sion, leveraging their power to overcome resistance to
these changes. By shifting the focus from outcomes and
boundary conditions to the structural levers of CEO–
TMT interactions (Buyl et al., 2011; Simsek et al., 2005),
our study deepens the understanding of how interface
dynamics are actively constructed.

Theoretical background and hypotheses
TMT structural configurations

The TMT structure represents different dynamics across
firms. Firstly, it reflects the information-processing
mechanisms within the TMT, where different roles
handle various types of information, and the role re-
lationships determine how information is processed
and utilized (Cho and Hambrick, 2006; Ocasio, 1997).
Secondly, the TMT structure influences coordination,
collaboration and power dynamics among members
(Ma, Kor and Seidl, 2022). Functional executives often
work closely together for strategic coordination; in
contrast, divisional executives work more indepen-
dently, competing for corporate resources (Hambrick,
Humphrey and Gupta, 2015). Thirdly, TMT struc-
tural changes reflect the firm’s evolving strategic and
environmental context, which in turn affects strategy
formulation and performance (Kor and Mesko, 2013).
Finally, it defines the organizational design in terms of
power relationships, resource dependencies and institu-
tional pressures within the environment (Beckman and
Burton, 2011; Guadalupe, Li and Wulf, 2014).
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Importantly, TMT structures are not passive organi-
zational artefacts; they reflect role expectations and au-
thority relations at the apex of the organization (Geor-
gakakis et al., 2022). From a functionalist perspective
(Biddle, 1986, 2013), CEOs interpret and configure
roles based on formal responsibilities such as functional
versus divisional mandates, using structural arrange-
ments to manage complementarities and coordination
demands within the TMT (Hambrick and Cannella Jr,
2004; Hambrick, Humphrey and Gupta, 2015). From
a structuralist perspective, TMT structure also reflects
CEO–TMT power dynamics, as CEOs may adjust hier-
archies or incentives to consolidate authority, mitigate
resistance or redefine influence patterns among execu-
tives (Cannella and Holcomb, 2005; Shen and Cannella
Jr, 2002). Accordingly, TMT structures capture not
only how collaboration and information flow are orga-
nized but also how CEOs construct the conditions for
interaction and control at the top of the organization.
Building on this foundation, the TMT Structural In-

terdependence framework (Hambrick, Humphrey and
Gupta, 2015) highlights three dimensions of structural
interdependence that shape TMT dynamics: horizontal,
vertical and reward. THI refers to the degree to which
roles are configured such that the effectiveness of the
members influences each other (Hambrick, Humphrey
and Gupta, 2015). This involves distinguishing between
the divisional and functional structures managed by
specific executives—most firms adopt a mix of these
structures (Vieregger, Larson andAnderson, 2017). TVI
refers to the degree to which members are peers rather
than hierarchically separate (Hambrick, Humphrey and
Gupta, 2015). TMT hierarchical structures vary sub-
stantially across firms, ranging from TMTs with only
one title grade (e.g. all members are Executive Vice Pres-
idents) to those with multiple title grades (e.g. Executive
Vice Presidents, Senior Vice Presidents and Corporate
Vice Presidents) (Hambrick, Humphrey and Gupta,
2015). TRI captures how members are compensated
based on group or firm performance, rather than sub-
unit or individual performance (Devers, Wiseman and
Holmes Jr, 2007b; Hambrick, Humphrey and Gupta,
2015). While some firms align bonuses with firm out-
comes to promote collaboration, others base them on
subunit performance, leading to variation in incentives.
Such variation can either foster or hinder collaboration,
depending on how incentives are aligned.
All three dimensions are conceptually distinct, yet

they often coexist within the same team and may in-
teract in affecting team dynamics. For instance, flatter
hierarchies (TVI) may amplify the effects of shared
incentives (TRI) or role interdependences (THI) on
collaboration. Nevertheless, following Hambrick,
Humphrey and Gupta (2015), we theorize about these
dimensions separately to reflect the distinct organi-
zational design choices they represent. While these

dimensions are not mutually exclusive, modelling them
independently allows for a more precise identification
of the mechanisms through which outsider CEOs
influence TMT structure.

Post-succession processes and structural changes

CEO succession plays a crucial role in shaping the struc-
ture and functioning of the TMT. New CEOs often ini-
tiate changes to the TMT to address two interrelated
post-succession challenges: (1) realignment, which in-
volves initiating strategic and structural changes to redi-
rect the firm, and (2) integration, which refers to becom-
ing embedded in the organization’s leadership context
(Ma, Seidl and Guérard, 2015). Realignment refers to
the CEO’s efforts to reconfigure the strategic and struc-
tural context of the organization to implement their
vision. It involves changes to strategy, structure, pro-
cesses and key personnel to better fit the evolving en-
vironment and leadership preferences (Keck and Tush-
man, 1993; Ma, Seidl and Guérard, 2015). These strate-
gic and structural changes generate substantial new
knowledge that needs to be rapidly processed, creat-
ing non-routine information-processing demands (Dess
and Beard, 1984; Eisenhardt and Bourgeois III, 1988).
Integration, in contrast, refers to the process through
which the CEO gains acceptance, builds trust and es-
tablishes working relationships with stakeholders, in-
cluding TMT members. It involves the development of
a psychological contract with the team, the manage-
ment of early impressions and the reduction of rela-
tional and political uncertainty (Friedman and Saul,
1991; Helmich and Brown, 1972).

Changing the TMT structure is central to address-
ing both challenges. Structural changes can support
integration by providing mechanisms that reduce co-
ordination frictions, establish interdependent roles
and promote behavioural cohesion. Such changes help
the CEO to embed themselves within the leadership
architecture and minimize resistance from incumbent
executives. At the same time, reconfiguring roles, hierar-
chies and incentives enables the CEO to signal strategic
change, enhance information processing and shift power
dynamics in favour of their new agenda. These struc-
tural levers thus act as tools for mobilizing the TMT in
support of the CEO’s intended strategic direction.

These dynamics are especially salient for out-
sider CEOs, who are more likely to change TMTs
(Domínguez-Cc, Larrañeta and Galán, 2024; Kesner
and Dalton, 1994). Outsider CEOs are typically hired
when significant change is expected, bringing fresh
knowledge and a broader search for strategic op-
tions (Cannella Jr and Lubatkin, 1993; Domínguez-Cc,
Larrañeta and Galán, 2024). We argue that outsider
CEOs rely on three structural levels, that is, horizontal,
vertical and reward interdependence, to manage the
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post-succession integration and realignment. In the fol-
lowing sections, we develop hypotheses on how and un-
der what conditions these structural changes occur.

Outsider CEOs and TMT horizontal interdependence

We suggest that new outsider CEOs establish a more
horizontally interdependent TMT structure (i.e. one
that is both functional and centralized) to man-
age the challenges of realignment and integration.
Greater horizontal interdependence enhances the
TMT’s information-processing capacity (Hambrick,
Humphrey and Gupta, 2015), thereby supporting the
CEO’s realignment efforts. By centralizing functions,
outsider CEOs enhance intra-organizational knowl-
edge flow and support knowledge recombination across
the organization (Henderson and Cockburn, 1994).
A more centralized structure enhances information
exchange among TMT members (Karim and Kaul,
2015), enabling outsider CEOs to transfer their external
expertise into the organization. Strategic changes, such
as changing market or product strategies, create addi-
tional information processing requirements (Henderson
and Fredrickson, 2001), which can be more effectively
addressed through a horizontally interdependent TMT
(Nobel and Birkinshaw, 1998).
At the same time, horizontal interdependence sup-

ports a new CEO’s integration by promoting stronger
ties between the CEO and TMT members. Greater hor-
izontal interdependence minimizes political behaviour
(Foss and Klein, 2014), fosters synergies within the
TMT (Joseph, Klingebiel and Wilson, 2016) and im-
proves collaboration and communication (Hambrick,
Humphrey and Gupta, 2015), helping the new CEO in-
tegrate into the organization. In contrast, a divisional
structure, which is less horizontally interdependent, can
lead to power struggles, as divisional executives compete
for resources (Beckman and Burton, 2011). These exec-
utives often hold greater autonomy, potentially posing
challenges for outsider CEOs in building trust and col-
laboration (Hambrick, Humphrey and Gupta, 2015).
Taken together, outsider CEOs are likely to prefer a

more horizontally interdependent TMT because it en-
ables strategic realignment while supporting personal
integration. Centralized functions enhance knowledge
sharing across the organization and facilitate collabora-
tive interactions among TMT members, each of whom
is responsible for a distinct part of the firm’s value
chain (Hambrick, Humphrey and Gupta, 2015). For in-
stance, Sean Connolly, upon becoming CEO of ConA-
gra Foods in 2015, restructured the TMTby introducing
two new functional roles: Chief Supply Chain Officer
and Chief Growth Officer. These roles centralized criti-
cal functions such as supply chain, marketing and inno-
vation, promoting collaboration and improving knowl-
edge flows across units. This restructuring enhanced

speed to market, boosted margins and supported strate-
gic goals (Harris, 2015). Based on the above arguments,
we suggest:

H 1. New outsider CEOs increase the THI after succes-
sion.

Outsider CEOs and TMT vertical interdependence

We suggest that new outsider CEOs aim for more ver-
tically interdependent (i.e. less hierarchical) TMTs for
several reasons. Reducing hierarchy supports realign-
ment by enhancing the team’s ability to process non-
routine and diverse knowledge (Hambrick et al., 1998;
Siegel and Hambrick, 1996). TMTs with reduced social
stratification and status barriers are more likely to im-
plement decentralized structures and processes that sup-
port creativity and information exchange (Boone et al.,
2019). These dynamics enable outsider CEOs to ex-
pand the firm’s resource base and enhance the TMT’s
information-processing capabilities.

At the same time, vertical interdependence supports
the new CEO’s integration efforts. Less hierarchical
TMTs tend to exhibit higher-quality communication
(O’Reilly, Snyder and Boothe, 1993), more frequent
communication (Smith et al., 1994), faster decision-
making (Eisenhardt, 1989) and reduced interpersonal
conflict. These teams achieve greater consensus, particu-
larly regarding task allocation and responsibilities (Bun-
derson et al., 2016; Knight et al., 1999). Such qualities
help outsider CEOs to build relationships with TMT
members and navigate their initial unfamiliarity with
the firm. In contrast, more levels of hierarchy in the
TMT can hinder integration and interaction within the
TMT (Firk et al., 2022). For instance, TMT members
with greater structural power may be less inclined to
share information or collaborate, posing challenges for
outsider CEOs (Buyl et al., 2011). To mitigate these
risks, outsider CEOs are likely to design less hierarchi-
cal TMTs, reducing power conflicts and creating a more
cohesive working environment.

Taken together, we suggest that new outsider CEOs
prefer less hierarchical TMT structures to reduce social
stratification and status asymmetries. Greater vertical
interdependence enhances information-processing and
fosters a strong sense of social unity, where members
perceive each other as peers (Hambrick, Humphrey
and Gupta, 2015). For instance, upon his appoint-
ment as CEO of Alexion Pharmaceuticals in 2017,
Ludwig Hantson restructured the TMT to eliminate
title disparities. By elevating Senior Vice President
roles to Executive Vice President, Hantson created
a TMT where all members held the same title. This
move enhanced collaboration, emphasized the strategic
importance of compliance and stakeholder manage-
ment and prevented conflicts stemming from hierarchi-

© 2026 The Author(s). British Journal of Management published by John Wiley & Sons Ltd on behalf of British Academy of
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cal differences (S&P Capital IQ, 2017). Therefore, we
suggest:

H 2. New outsider CEOs increase the TVI after succes-
sion.

Outsider CEOs and TMT reward interdependence

We suggest that new outsider CEOs increase TRI for
several reasons. Aligning compensation across TMT
members strengthens coordinated execution and firm-
level strategic realignment. When compensation is tied
to individual or sub-unit performance, collaboration
often suffers and the team’s capacity for information-
processing may diminish (Bloom and Michel, 2002).
Pay inequalities often lead to disagreements, reduced
collaboration and strategic misalignment as members
are inconsistently incentivized to manage risks (Car-
penter and Sanders, 2004). To address these challenges,
outsider CEOs restructure bonus systems to empha-
size overall firm performance. By reducing compensa-
tion disparities and linking compensation to long-term
incentives, such as stock options and restricted stock
grants, they foster shared accountability and cross-unit
information sharing (Carpenter and Sanders, 2004; Lar-
cker, 1983).
Greater reward interdependence also supports the

new CEO’s integration into the organization. Unequal
distribution of bonuses and incentives among TMT
members can lead to perceptions of inequity, jealousy
and dissatisfaction, ultimately undermining team co-
hesion (Devers et al., 2007a; Hambrick, Humphrey
and Gupta, 2015). In contrast, when rewards are
perceived as equitable and collectively earned, they
promote collective accomplishment and shared fate
among the TMTmembers (Hambrick, 1995;Hambrick,
Humphrey and Gupta, 2015). This fosters a more uni-
fied and inclusive team climate, easing the CEO’s efforts
to build legitimacy and navigate early relational dynam-
ics. While tournament theory suggests that individual-
and subunit-based compensation (with less reward in-
terdependence) enhances personal motivation (Lazear,
1981; Main, O’Reilly III andWade, 1993), excessive pay
dispersion reduces team productivity and coordination
(Devers, Wiseman and Holmes Jr, 2007b; Hambrick,
1995).
Taken together, we suggest that outsider CEOs in-

crease TRI by introducing firm-based and long-term
incentives. This approach enhances TMTs’ information-
processing abilities by reducing pay disparities and
inequalities, enabling outsider CEOs to leverage their
knowledge and expertise while realigning the organi-
zation. At the same time, increasing TRI promotes a
sense of collective accomplishment and shared fate
among TMT members, helping new CEOs build trust
and integrate more smoothly into the organization.

For instance, when Carly Fiorina became CEO of HP
in 1999, she restructured the TMT’s incentive system
to focus on the firm’s overall performance rather than
divisional results. Fiorina observed that HP operated
as independent silos with little collaboration. By link-
ing bonuses to overall performance, she encouraged
information sharing and cross-functional cooperation,
thereby enhancing TMT integration and alignment
(Fiorina, 2001). Thus, we suggest:

H 3. New outsider CEOs increase the TRI after succes-
sion.

Moderating effect of CEO power

When new CEOs change the TMT structure, they of-
ten face constraints. One of the most critical factors
is their level of power. Scholars have long suggested
that new outsider CEOs have limited power due to their
short tenure and lack of embeddedness within the orga-
nization (Hambrick and Fukutomi, 1991), despite be-
ing expected to initiate substantial changes (Karaevli
and Zajac, 2013). This tension suggests that limited
power may hinder a new CEO’s ability to initiate struc-
tural changes and integrate effectively during the post-
succession phase (Fondas and Wiersema, 1997). Con-
versely, new CEOs who possess relatively greater power
are better positioned to overcome these challenges and
adapt the TMT structure to align with their strate-
gic preferences (Golden and Zajac, 2001). Changes to
the TMT structure are shaped by power dynamics be-
tween the CEO and TMT members, as well as by au-
thority structures at the firm’s highest levels (Denis,
Lamothe and Langley, 2001; Finkelstein, 1992). From
the structuralism perspective (Georgakakis et al., 2022),
such power relations significantly impact how and why
structural changes occur. Accordingly, we suggest that
CEO power moderates the relationship between out-
sider CEO succession and changes in TMT horizontal,
vertical and reward interdependence.
CEO power as a moderator of THI. We suggest

that CEO power strengthens the relationship between
outsider CEO succession and THI. CEOs with greater
power are more likely to pursue riskier strategies
such as innovation and internationalization (Adams,
Almeida and Ferreira, 2005; Boustanifar, Zajac and
Zilja, 2022), placing higher demands on the TMT’s
information-processing capacity. Greater power allows
these CEOs to more effectively access and mobilize key
resources, such as knowledge, more effectively and en-
courage other TMTmembers to provide these resources
(Boivie et al., 2016; Grabke-Rundell and Gomez-Mejia,
2002). As a result, greater power better positions out-
sider CEOs to increase horizontal interdependence by
centralizing functional responsibilities, enabling the

© 2026 The Author(s). British Journal of Management published by John Wiley & Sons Ltd on behalf of British Academy of
Management.
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TMT to process information and coordinate more
effectively.
Moreover, CEO power enhances an outsider’s abil-

ity to foster a collaborative climate conducive to hori-
zontal interdependence. CEOs with greater power tend
to engage in sense-making behaviour and open knowl-
edge sharing, which promotes participation and collab-
oration (Lines, 2007). In contrast, outsider CEOs with
limited power may face resistance when attempting to
alter structural arrangements or build cross-functional
integration. Thus, the positive effect of outsider CEO
succession on THI is more substantial when the CEO
has greater power. We suggest:

H 4a. The positive relationship between new outsider
CEO succession and THI is moderated by CEO power,
such that the increase in THI is stronger when the new
outsider CEO has greater power.

CEO power as a moderator of TVI. We suggest that
CEO power strengthens the relationship between out-
sider CEO succession and TVI. CEOs with greater
power tend to spend more time analysing the organiza-
tional challenges and internal processes (Lines, 2007).
Greater power enables them to mitigate the complexi-
ties and uncertainties associated with strategic change
(Li, Lu and Phillips, 2019). Consequently, they may
challenge existing hierarchies and lower status barri-
ers within the TMT. These actions foster vertical inter-
dependence, where executives across hierarchical levels
contribute more equally to decision-making and coor-
dination.
In addition, greater power enables CEOs to reduce

conflict and promote more democratic and efficient
decision-making processes (Dowell, Shackell and Stu-
art, 2011; Haleblian and Finkelstein, 1993; Sah and
Stiglitz, 1991). These behaviours are consistent with
greater TVI, where TMT members across hierarchical
levels rely on each other for input and coordination.
Accordingly, the positive relationship between outsider
CEO succession and TVI is stronger when the new CEO
has greater power. Thus, we suggest:

H 4b. The positive relationship between new outsider
CEO succession and TVI is moderated by CEO power,
such that the increase in TVI is stronger when the new
outsider CEO has greater power.

CEO power as a moderator of TRI. Finally, we suggest
that CEO power strengthens the relationship between
outsider CEO succession and TRI. CEOs with greater
power are better positioned to develop and implement
effective policies that drive teams towards shared strate-
gic goals (Greve and Mitsuhashi, 2007). They are also
more likely to prioritize firm interests over personal
gains and utilize their authority to improve their firms

(Davis, Schoorman and Donaldson, 1997; Donaldson,
1990). As a result, powerful outsider CEOs are more
able to introduce reward structures that emphasize in-
terdependence by linking the incentives of TMT mem-
bers to shared outcomes, thereby reducing internal pay
disparities and supporting complex strategic initiatives.

In addition, greater power allows CEOs to have more
opportunities to influence remuneration decisions and
reflect their preferences within these decisions (Bebchuk
and Fried, 2005; Chin, Hambrick and Treviño, 2013).
As a result, new outsider CEOs with greater power are
more likely to persuade the board of directors to adopt
more interdependent reward systems. Such systems fos-
ter a sense of shared fate among TMT members, sup-
porting the CEO’s integration into the organization by
enhancing cohesion and collective identification. Thus,
we suggest:

H4c.The positive relationship between new outsider CEO
succession and TRI is moderated byCEOpower, such that
the increase in TRI is stronger when the new outsider CEO
has greater power.

Data and methods
Sample

Our sample comprises a subset of firms listed in the
S&P 500 Index as of the end of 2018. Following Ham-
brick and Cannella (2004), we included industries with
at least 15 firms based on 2-digit SIC codes. We ob-
tained data on TMT structures from the 10-Ks and
proxy statements of S&P 500 firms (Hambrick andCan-
nella Jr, 2004; Menz and Scheef, 2014), which list the
names and titles of TMT members. We retrieved finan-
cial data from Compustat, information on board struc-
tures from BoardEx, and executive compensation infor-
mation from ExecuComp. To ensure data coverage, we
manually collected data from 2007 to 2018, as TMT
data in the SEC database significantly improved after
2006. We chose to end the observation period in 2018
to capture TMT structural changes under typical condi-
tions. The years that followed, especially with the emer-
gence of COVID-19 in late 2019, brought widespread,
crisis-driven disruptions that could obscure the CEO
succession dynamics central to our study. In addition,
we applied several exclusion criteria to refine the sample.
Firms undergoing mergers, acquisitions or spinoffs dur-
ing the observation period were excluded, as were those
with incomplete or inconsistent reporting on TMT in-
formation, TMT members’ roles and responsibilities or
financial data.

Consistent with Krause, Roh and Whitler (2022),
who define TMTs as ‘executives responding to the
CEO who meet regularly to develop the organisational
strategy and oversee its implementation’, we identified

© 2026 The Author(s). British Journal of Management published by John Wiley & Sons Ltd on behalf of British Academy of
Management.
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TMT membership using the executives reported in
10-K/SEC annual reports or DEF 14/SEC proxy state-
ments1 (Abt and Knyphausen-Aufseß, 2017; Menz and
Scheef, 2014), which are two frequently used sources
to identify TMT membership. The average TMT size
in our sample is eight members, consistent over the
observed years and aligning with the average of 6.2 re-
ported in prior studies (Krause, Roh andWhitler, 2022).
To identify CEO succession events, we utilized data

from BoardEx and verified dates using ExecuComp,
annual reports and press releases. We excluded interim
appointments. Our final sample comprises 182 CEO
successions across 150 firms over a 12-year period,
distributed across 13 industries as defined by 2-digit
SIC codes.

Variables

Dependent variables. TMT horizontal interdependence
wasmeasured as the ratio of functional executives to the
total TMT size (Guadalupe, Li and Wulf, 2014; Ham-
brick, Humphrey and Gupta, 2015). We reviewed the ti-
tles and classified themas either functional or divisional,
verifying the accuracy through cross-checks against firm
records and press releases.2

TMT vertical interdependence was measured by the
number of title gradations in the TMT each year (e.g.
C-level, EVPs, SVPs and possibly VPs) (Hambrick,
Humphrey andGupta, 2015; Nath andMahajan, 2011).
Following Hambrick, Humphrey and Gupta (2015), a
Chief Operating Officer (COO) was coded as an addi-
tional title grade if present.
TMT reward interdependencewas measured following

Hambrick, Humphrey and Gupta (2015). We created a
single measure by standardizing and averaging the fol-
lowing three indicators for each of the TMTs across
all years: (1) co-movement of bonuses (reversed from
the formula below3), (2) co-movement of non-cash pay

1A definition of the executives included can be found at the
following link: https://www.ecfr.gov/current/title-17/chapter-II/
part-229/subpart-229.400/section-229.40.
2For example, we noticed that ‘operations’ was frequently used
in some executive titles. We had to consult company resources
and executive biographies to understand the nature of roles re-
lated to ‘operations’. For example, Werner Geissler from Proc-
ter and Gamble and Jeffrey Nygaard from Seagate Technology
had similar titles as ‘Head of Operations’. When we checked
the job descriptions of both executives from their firm websites,
we noticed that Werner Geissler was responsible for the global
profit centres of Procter and Gamble, whereas Jeffrey Nygaard
had accountability for the production and supply chain func-
tions of Seagate Technology. Therefore, Werner Geissler’s role
was labelled as ‘divisional’ and JeffreyNygaard’s as ‘functional’.
3Wemeasured this by examining the percentage change in bonus
for each executive, and then computing the coefficient of varia-
tion (CoV) of these changes among team members. To increase
reliability, we averaged the CoV from t-2 to t-1 and from t-1 to
t (e.g. for year t = [CoV(ti – (t-1)i) + CoV((t-1)i – (t-2)i)] / 2).

(stock options and restricted stock grants) calculated
with the below formula again expect that the bonuses
were replaced with non-cash pay, and (3) the proportion
of non-cash pay, as described above, to the total pay of
the TMT. For all DVs, we have used a 2-year average
following the CEO succession (Vancil, 1987).
Independent variables. We coded outsider CEO as 1 if

the CEO had less than 2 years of firm tenure at the time
of their appointment, otherwise 0 (Cannella Jr and Lu-
batkin, 1993; Harris and Helfat, 1997; Zhang and Ra-
jagopalan, 2010).
Moderation variable. We focused on CEO structural

power, which pertains to allocating formal roles within
an organization (Finkelstein, 1992). We used a compos-
ite measure based on CEO duality (Feng et al., 2011)
and CEO pay slice (Bebchuk, Cremers and Peyer, 2011;
Jiraporn et al., 2016). We standardized and summed the
two proxies to form our composite index of CEOpower.
Control variables. We controlled for relevant CEO,

TMT, board, firm and environmental characteristics.
Firstly, we accounted for several variables affecting
TMT changes. Using the pre-entry condition in quar-
ter 0, we controlled for the prior TMT structure of each
DV, which is the value of the relevant DV immediately
before the first observation of a particular CEO (Cross-
land et al., 2014; Quigley andHambrick, 2012). Sincewe
are interested in changes in the role structure, we also
controlled for TMT compositional change (i.e. changes
in the individuals on the TMT), operationalized as the
number of exits and entries in a given year.

We further controlled for several characteristics of
the newly appointed CEO because their demograph-
ics might influence decision-making (e.g. Boeker, 1997).
CEO age was measured as the years since birth
(Wiersema and Bantel, 1992). We also controlled for
factors affecting a new CEO’s ability or need to en-
act changes (Quigley and Hambrick, 2012). Thus, we
controlled for prior CEO stays on board as a dummy
when the former CEO continues on the board after step-
ping down, since this could indicate the previous CEO’s
persistent power and impact (Quigley and Hambrick,
2012).

In line with prior research, we included TMT con-
trols. TMT size was measured as the sum of the TMT
members, and TMT tenure was calculated as the aver-
age tenure of all TMT members (Wiersema and Ban-
tel, 1993). Since the propensity to engage in TMT
changes may vary with a firm’s level of establish-
ment or inertia (Crossland et al., 2014), we controlled
for firm size, measured as the number of employees
(in thousands) during the CEO’s appointment quarter
(log-transformed) (Tushman and Rosenkopf, 1996). We
also controlled for firm age (Haleblian and Finkelstein,
1993), measured as the years since the firm’s founding
(log-transformed). Since firm performance influences
CEOdecision-making (e.g.Wagner, Pfeffer andO’Reilly

© 2026 The Author(s). British Journal of Management published by John Wiley & Sons Ltd on behalf of British Academy of
Management.
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III, 1984), we accounted for the pre-succession firm
performance, measured as the industry-adjusted ROA in
the year preceding a CEO’s appointment.
To account for the board’s potential influence on

TMT changes (Giambatista, Rowe and Riaz, 2005), we
controlled for board size, measured as the number of ex-
ecutive and non-executive directors, board independence,
measured as the number of independent outside direc-
tors on the board at the time of a CEO’s appointment
(Zajac andWestphal, 1996), and board tenure, measured
as the average of all board member’s tenure (Acharya
and Pollock, 2013; Carpenter, 2002). We also controlled
for board functional diversity, measured as the Herfind-
ahl index of members’ dominant functional experience
(Wiersema and Bantel, 1992; Hambrick, Cho andChen,
1996).
Lastly, since dynamic and fast-changing environ-

ments are characterized by a greater need for strategic
and TMT changes (Richard et al., 2019), we controlled
for industry munificence, which we measured as the av-
erage growth or decline in industry sales over the prior
5 years (Tang, Li and Yang, 2015), industry dynamism
as the standard deviation of industry sales growth over
the prior 5 years and industry complexity as the industry
sales concentration (Zhu, Hu and Shen, 2020). We also
controlled for temporal trends using yearly fixed effects
and industry dummies. We lagged all control variables
by one year to avoid simultaneity bias (Weng and Lin,
2014).

Analysis

Because the selection of an outsider CEO is not random
and is often driven by a firm’s need for change, there
is potential for endogeneity. Specifically, it can be chal-
lenging to disentangle the independent effects of select-
ing an outsider CEO from other factors that simulta-
neously influence TMT changes. To address potential
endogeneity in the decision to hire an outsider CEO,
we employed a two-stage Heckman model (Heckman,
1979). In the first stage, we estimated a probit model,
clustered at the firm level, to predict the likelihood of
appointing an external CEO during a succession event.
This analysis included all observations involving CEO
succession. Consistent with prior studies (Keil, Lavie
and Pavićević, 2022; Quigley et al., 2019), we incorpo-
rated exclusion restriction variables (Semadeni, Withers
and Certo, 2014), specifically the industry rate of exter-
nal CEO appointments (at the two-digit SIC level) and
the presence of an internal CEO candidate (i.e. an ex-
ecutive holding the title of president or COO). Both
variables affect the probability of CEO succession but
are not highly correlated with residuals in the second-
stage models (Certo et al., 2016). We included the in-
verse Mills ratio, labelled λOutsider CEO succession, as
a control in the second-stagemodels to test our hypothe-

Table 1. First-stage Heckman selection model–Probability of outside
CEO succession

Variables Outside CEO succession

Pre-change performance −0.564***
(0.181)

Ind. munificence 0.002
(0.010)

Ind. dynamism 0.344***
(0.124)

Firm size 0.029**
(0.012)

Firm age 0.006
(0.024)

Predecessor CEO duality 0.181***
(0.050)

Industry outside succession rate 13.489*
(7.123)

Internal CEO candidate presence 0.221***
(0.057)

Industry succession rate −0.564***
(0.181)

Log-likelihood −2813
Wald chi-squared 59.85

Note: Robust standard errors are in parentheses.
∗∗∗p < 0.01. ∗∗p < 0.05. ∗p < 0.1.

ses on TMT changes following a CEO’s succession.
In line with prior research (Keil, Lavie and Pavićević,
2022), we used generalized least square (GLS) regres-
sions with clustered standard errors at the firm level to
take into account the correlated observations of firms
with multiple CEO successions during the study pe-
riod. The results of the first-stage model are presented
in Table 1.

Results

Table 2 shows the descriptive statistics and correlation
matrix of the variables included in our analyses. Across
all models, including those incorporating interaction
terms, the average variance inflation factors (VIFs)
range from 2.71 to 2.80. The vast majority of vari-
ables, including all focal independent variables and
interaction terms, have VIFs well below the conven-
tional threshold of 10. Specifically, the CEO outsider
has VIFs between 2.47 and 2.51 in the baseline and
between 2.78 and 2.84 in the interaction models. The
CEO power ranges from 2.41 to 2.50 in the baseline
models and from 4.19 to 4.31 in the interaction mod-
els. The interaction term has VIFs between 3.37 and
3.41. These values suggest that multicollinearity is
not a concern for the interpretation of our key effects
(Cohen, 2013). Only two control variables, environ-
mental dynamism (13.85–14.50) and environmental
complexity (11.03–11.07) show higher VIFs, which
is expected given their conceptual proximity. Table 3

© 2026 The Author(s). British Journal of Management published by John Wiley & Sons Ltd on behalf of British Academy of
Management.
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Table 3. GLS estimates for post-succession TMT structure

(1) (2) (3) (4) (5) (6)

Variables Hor. Ind.
(t1–t2)

Hor. Ind.
(t1–t2)

Ver. Ind.
(t1–t2)

Ver. Ind.
(t1–t2)

Rew. Ind
(t1–t2)

Rew. Ind (t1–t2)

CEO outsider 0.047** −0.203* 0.135**
(0.023) (0.108) (0.060)

CEO power 0.005 0.004 −0.024 −0.016 −0.055** −0.060***
(0.009) (0.009) (0.043) (0.043) (0.023) (0.023)

Prior horizontal interdependence 0.528*** 0.534***
(0.064) (0.064)

Prior vertical interdependence 0.282*** 0.281***
(0.054) (0.053)

Prior reward interdependence 0.091** 0.081**
(0.040) (0.039)

TMT size −0.001 −0.002 0.030* 0.033* −0.002 −0.003
(0.004) (0.004) (0.018) (0.018) (0.010) (0.010)

TMT tenure 0.004 0.005 0.020 0.015 −0.019 −0.017
(0.006) (0.006) (0.030) (0.030) (0.017) (0.017)

CEO age 0.001 0.000 −0.024*** −0.021*** 0.007 0.005
(0.002) (0.002) (0.008) (0.008) (0.004) (0.004)

Firm size 0.002 0.006 0.042 0.025 −0.009 0.003
(0.010) (0.010) (0.048) (0.048) (0.026) (0.026)

Firm age −0.001 −0.001 0.011*** 0.011*** 0.003 0.003
(0.001) (0.001) (0.004) (0.003) (0.002) (0.002)

Prior CEO stays BoD −0.036* −0.038* −0.224** −0.212** −0.154*** −0.163***
(0.020) (0.020) (0.094) (0.093) (0.052) (0.052)

Board Func. Div. 0.127 0.127 −0.272 −0.267 0.274 0.276
(0.139) (0.138) (0.675) (0.668) (0.363) (0.358)

Board tenure −0.002 −0.001 0.015 0.011 −0.004 −0.001
(0.004) (0.004) (0.019) (0.019) (0.011) (0.011)

Board size −0.000 0.000 −0.032* −0.033* 0.003 0.004
(0.004) (0.004) (0.019) (0.019) (0.010) (0.010)

Board independence 0.060 −0.002 −1.392** −1.134* 0.682* 0.519
(0.134) (0.136) (0.627) (0.636) (0.348) (0.351)

Prior performance −0.001 −0.002 −0.007 −0.006 −0.006* −0.007**
(0.001) (0.001) (0.006) (0.006) (0.003) (0.003)

Industry munificence −0.004 −0.004 −0.053** −0.052** −0.022* −0.022*
(0.005) (0.004) (0.021) (0.021) (0.012) (0.012)

Industry dynamism −0.058 −0.018 −0.981 −1.142 −0.778** −0.678*
(0.153) (0.153) (0.707) (0.706) (0.392) (0.389)

Industry complexity 0.040 −0.001 0.034 0.206 0.967 0.841
(0.293) (0.290) (1.377) (1.367) (0.762) (0.754)

TMT Comp. change −0.006 −0.007 0.189 0.192 −0.159 −0.160
(0.040) (0.040) (0.190) (0.189) (0.105) (0.103)

Year dummies Yes Yes Yes Yes Yes Yes
Industry dummies Yes Yes Yes Yes Yes Yes
λ Outside CEO succession −0.170** −0.205** 0.725* 0.881** −0.031 −0.128

(0.084) (0.085) (0.395) (0.400) (0.214) (0.215)
Constant 0.423 0.536 3.487** 2.977* −1.114 −0.793

(0.336) (0.337) (1.596) (1.604) (0.854) (0.855)
Number of firms 150 150 150 150 150 150
N 182 182 182 182 182 182
Log Likelihood 190.8 192.9 −90.68 −88.95 17.04 19.53
Wald chi 479.1 494.5 458.3 470.6 244.1 256.0

Note: Robust standard errors are in parentheses.
∗∗∗p < 0.01. ∗∗p < 0.05. ∗p < 0.1.

shows the results of our second-stage models. Model 1
is the baseline model of THI, comprising the control
variables. Hypothesis 1 predicts that an outsider CEO
increases THI. Model 2 supports our hypothesis by
showing that a new outsider CEO has a positive effect

on THI in the first 2 years (t1–t2) after succession (β =
0.05, p < 0.05).

Model 4 is the baseline model of the TVI, comprising
the control variables. Hypothesis 2 suggests that an out-
sider CEO increases TVI.Model 4 supports our hypoth-

© 2026 The Author(s). British Journal of Management published by John Wiley & Sons Ltd on behalf of British Academy of
Management.
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Changing From the Top 11 of 17

Table 4. Marginal effects of CEO outsider on TMT interdependence

TMT horizontal interdependence

CEO power dy/dx p-value

10th percentile 0.03 0.226
25th percentile 0.04 0.053
50th percentile 0.02 0.024
75th percentile 0.08 0.024
90th percentile 0.09 0.027

TMT vertical interdependence

dy/dx p-value
10th percentile −0.18 0.112
25th percentile −0.22 0.042
50th percentile −0.27 0.039
75th percentile −0.33 0.059
90th percentile −0.36 0.075

TMT reward interdependence

dy/dx p-value
10th percentile 0.16 0.008
25th percentile 0.11 0.070
50th percentile 0.05 0.451
75th percentile −0.01 0.926
90th percentile −0.05 0.672

Note: Marginal effects are derived from the second stage models including the appropriate interaction term.

esis by showing that a new outsider CEO has a negative
effect on the number of title grades in the TMT and,
thus, a positive impact on TVI in the first 2 years (t1–t2)
after appointment (β = −0.20, p < 0.1).
Model 6 is the baseline model of the TRI, compris-

ing the control variables. Hypothesis 3 predicts that
an outsider CEO increases TRI. Model 6 supports
our hypothesis by showing that a new outsider CEO
has a positive effect on TRI in the first 2 years (t1–t2)
after appointment (β = 0.14, p < 0.05). In all models,
we included the inverse Mills ratio as λ Outsider CEO
succession from the first-stage estimation to account for
potential selection bias in CEO succession. The signif-
icance of this term in several models underscores the
relevance of adjusting for non-random assignment. A
detailed discussion is provided in the robustness section.
To evaluate Hypotheses 4a–4c, we adhered to recom-

mendations for interpretingmain effects and interaction
terms (Busenbark et al., 2022). This approach is par-
ticularly suitable, as it accounts for the possibility that
the main effect may be significant at certain levels of
the moderating variable while nonsignificant at others,
rendering the coefficient and significance of the interac-
tion term less informative. Building on the approach and
code outlined by Busenbark et al. (2022), we analysed
the influence of outsider CEOs across various levels
of the moderators. Specifically, we examined the 10th,
25th, 50th, 75th and 90th percentiles of CEO power.
The marginal effects, presented in Table 4, provide par-
tial support for our hypotheses. With respect to THI, we

confirm that the marginal effect of an outsider CEO be-
comesmore positive as CEOpower increases. Therefore,
we find support consistent with Hypothesis 4a. With re-
spect to TVI, themarginal effect of an outsider CEO be-
comes more negative as CEO power increases. Thus, we
find support for Hypothesis 4b, which states that with
increasing power, outsider CEOs increase TVI. In terms
of TRI, we find that the marginal effect of an outsider
CEO becomes less positive and insignificant as power
increases. This means that at low levels of power, an out-
sider CEO increases TRI, yet as power increases, the ef-
fect becomes insignificant. Thus, Hypothesis 4c is un-
supported.

Robustness checks and supplemental analyses

To address concerns about endogeneity, variable opera-
tionalization and temporal specifications, we conducted
a series of robustness checks. These included a Heck-
man two-stage model, instrumental variable estimation
with Sargan and Wu-Hausman tests, alternative opera-
tionalizations of CEO outsiderness and TMT structure,
as well as checks across multiple post-succession time
windows. We also tested the robustness of results using
GEE instead of GLS and examined additional firm and
executive-level controls. Finally, we assessed the perfor-
mance implications of TMT structural changes. Across
these analyses, our results remain substantively consis-
tent. Full details are reported in Appendix A in the Sup-
porting Information.

© 2026 The Author(s). British Journal of Management published by John Wiley & Sons Ltd on behalf of British Academy of
Management.
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12 of 17 C. Aktan and M. Weis

Discussion

Our study examined the changes in TMT structure
following CEO succession, focusing on how outsider
CEOs redefine roles and relationships to support post-
succession realignment and integration. Drawing on the
functionalism perspective (Georgakakis et al., 2022),
we explored how outsider CEOs change TMTs along
horizontal, vertical and reward interdependence dimen-
sions (Hambrick, Humphrey and Gupta, 2015) to op-
timize information processing, knowledge management
and enhance collaboration and social cohesion. For
THI, our findings indicate that outsider CEOs enhance
THI by establishing functional and centralized TMTs.
This change enhances cross-functional communication
and knowledge sharing, helping to mitigate the outsider
CEO’s initial unfamiliarity with the firm. These results
align with prior research highlighting the integrative
and alignment benefits of horizontal interdependence
(Hambrick, Humphrey and Gupta, 2015; Beckman and
Burton, 2011). Regarding TVI, we find that outsider
CEOs increase TVI by aligning members’ structural
power, which in turn, fosters information exchange, so-
cial unity and behavioural integration. These findings
support arguments regarding the value of behavioural
integration in enhancing team performance and strate-
gic decision-making processes (Hambrick, 1994; Sim-
sek et al., 2005). Regarding TRI, our findings indicate
that outsider CEOs enhance TRI by realigning incen-
tives to emphasize firm-level outcomes and promote a
shared-fate perspective. This shift fosters collaboration
and coordination by aligning payoffs across the TMT
(Devers,Wiseman andHolmes Jr, 2007b; Carpenter and
Sanders, 2004). These findings are consistent with prior
research (Hambrick, Humphrey and Gupta, 2015; Car-
penter and Sanders, 2004) highlighting the role of con-
sistent pay structures in promoting cohesion and strate-
gic alignment.
Outsider CEOs face structural constraints when

implementing these structural changes, particularly
stemming from their level of power vis-à-vis the TMT
members and the board of directors (Ma and Seidl,
2018). Drawing on the structuralism perspective, our
findings indicate that CEO power moderates TMT
changes, with more powerful CEOs driving greater hor-
izontal and vertical interdependence. Powerful CEOs
appear to be better equipped to mitigate conflict and
implement strategic decisions (Chin, Hambrick and
Treviño, 2013; Haleblian and Finkelstein, 1993). In-
terestingly, CEO power did not significantly moderate
the effect on TRI changes. This finding is likely due to
the influence of external factors, such as market forces
and corporate governance mechanisms, which limit the
CEO’s ability to exert control over this dimension.

While we analyse the three dimensions separately, we
also examined their aggregated effect in a supplemental
robustness test. The results show that outsider CEOs do
not significantly affect overall interdependence, nor does
CEO power moderate this relationship. Aggregate inter-
dependence displays moderate persistence, confirming
that any one dimension does not drive our findings. We
analyse the dimensions individually because they repre-
sent distinct organizational design levers—roles (hori-
zontal), hierarchy (vertical) and incentives (reward), al-
lowing us to identify the specific mechanisms through
which outsider CEOs change TMT structures.

Theoretical implications

Our study makes three contributions to strategic leader-
ship research. Firstly, our study contributes to TMT re-
search (Hambrick and Mason, 1984; Hambrick, 2007;
Buyl, Boone and Hendriks, 2014) by advancing under-
standing of the determinants of TMT structural recon-
figurations (Menz, 2012; Beckman and Burton, 2011;
Hambrick, 2007). Specifically, we study how new out-
sider CEOs change TMT structures. While prior re-
search on TMT role structure has often examined the
presence or addition of a particular CXO position, such
as Chief Strategy Officer (Menz and Scheef, 2014) or
Chief Marketing Officer (Nath and Mahajan, 2008),
we adopt a broader perspective by analysing structural
changes across functions and divisions in the context
of CEO succession. Additionally, studies on TMT hier-
archical or reward structures have primarily examined
their impact on firm outcomes (Keck, 1997; Patel and
Cooper, 2014) or their role as moderators between TMT
characteristics and firm performance (Firk et al., 2022;
Hambrick, Humphrey and Gupta, 2015). Our study,
however, bridges this gap by investigating how structure
changes in response to CEO succession and origin.

Secondly, we contribute to CEO succession research
(Berns and Klarner, 2017; Lee and Alexander, 1998)
by identifying TMT structure as a central mechanism
through which outsider CEOs manage the challenges of
succession. Prior research has predominantly explored
hownewCEOs influence firmperformance and strategic
change (Datta,Rajagopalan andZhang, 2003;Karaevli,
2007; Zhang andRajagopalan, 2010) and alter the TMT
composition (Ma, Seidl and Guérard, 2015), but has
paid less attention to howCEOs achieve post-succession
effectiveness. We extend this literature by conceptualiz-
ing TMT structural change as a key mechanism that en-
ables the two interrelated processes of realignment and
integration (Ma, Seidl and Guérard, 2015). Through
realignment, outsider CEOs employ structural levers
(i.e. roles, hierarchies and incentives) to redirect strate-
gic focus and information-processing systems. Through
integration, they use these same levers to embed them-
selves into the organization’s leadership context, build

© 2026 The Author(s). British Journal of Management published by John Wiley & Sons Ltd on behalf of British Academy of
Management.
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Changing From the Top 13 of 17

legitimacy and foster cohesion among executives. In this
sense, TMT structure acts both as a tool for enacting
strategic redirection and as a social device for overcom-
ing liabilities of outsiderness.
Lastly, we contribute to CEO–TMT interface re-

search (Bromiley and Rau, 2016; Georgakakis et al.,
2022, 2023; Simsek, Heavey and Fox, 2018) by theoriz-
ing how outsider CEOs restructure the TMT to reshape
interactions. Building on the functionalism perspective,
we demonstrate how structural changes across role,
hierarchy and reward dimensions enhance collabora-
tion, information processing and cohesion. Building on
the structuralism perspective, we reveal the constraints
outsider CEOs face and show that the magnitude of
these structural changes depends on the CEO’s power.
In this way, we move beyond prior work that has treated
the CEO–TMT interfaces as an outcome predictor or
as a boundary condition (Georgakakis et al., 2022), and
instead highlight the structural levers through which
CEOs actively construct interface dynamics.

Managerial implications

Our study offers several managerial implications. Our
findings inform newly appointed outsider CEOs on ef-
fective strategies for TMT restructuring. Understanding
the balance between different types of interdependence
in TMTs could help outsider CEOs achieve smoother
transitions and more effective team integration, es-
pecially early in their tenure. In this sense, our study
could be helpful for new outsider CEOs to better under-
stand the significance of TMT structures in achieving
more optimal organizational designs and improving
information-processing and collaboration mechanisms
among TMT members. New outsider CEOs could
strategically structure the TMTs to realign their orga-
nizations more effectively with strategic realities and
better integrate into their new organizations. For boards
overseeing CEO succession, our findings emphasize the
importance of considering how a potential CEO can-
didate might influence TMT dynamics by establishing
effective interfaces, linkages and interactions with TMT
members.

Limitations and future research

Like all studies, ours has its limitations that also provide
avenues for future research. Firstly, our sample is limited
to S&P 500 firms, which are large, publicly traded US
companies with high-quality and consistent reporting
of executive structures, compensation and governance.
This focus aligns with our interest in structural TMT in-
terdependence, which requires detailed and comparable
data across firms and over time. Including smaller firms
(e.g. from the S&P 1500) would introduce greater het-
erogeneity in organizational design and succession pro-

cesses, potentially confounding the mechanisms we seek
to isolate. Future studies could extend our theorizing to
smaller firms or to non-US contexts to test boundary
conditions.

Secondly, conceptually, our analysis primarily focuses
on the structural aspects of TMTs (horizontal, vertical
and reward interdependence). Future work could com-
plement this perspective by incorporating qualitative el-
ements, such as leadership style, team dynamics and cul-
tural fit, to capture the broader organizational impact of
CEO succession.

Thirdly, methodologically, while we address potential
sources of endogeneity, we cannot entirely rule out con-
cerns regarding TRI. TRI may be influenced by unob-
served factors, such as organizational culture, historical
compensation practices or CEO-specific characteristics,
that could also affect the likelihood of appointing an
outsider CEO. Future research can employ alternative
instrumental variables or experimental methods to fur-
ther disentangle these dynamics.

Fourthly, our study utilizes the CEO–TMT interface
framework (Georgakakis et al., 2022) but omits the
social-interactionism perspective due to the constraints
of our research design and reliance on secondary data.
Future studies could address this gap by examining how
TMT roles and structures are relationally constructed
and negotiated among CEOs, TMTmembers and other
stakeholders. Comparative case studies and field inter-
views, as employed by Ma and Seidl (2018), could pro-
vide a richer understanding of these relational dynam-
ics.

Fifthly, while we focus primarily on TMT structural
changes, we acknowledge that structural and composi-
tional changes are interrelated. Future work could in-
vestigate the interplay between composition and struc-
tural changes using qualitative approaches to uncover
potential substitution or amplification effects. In a sim-
ilar vein, our study has focused solely on structural
changes, intentionally omitting compositional adjust-
ments. Future research could examine whether outsider
CEOs rely on retaining or elevating internal TMTmem-
bers to access firm-specific knowledge and overcome
their liabilities of outsiderness. This offers an alterna-
tive to our collaboration-based explanation and points
to the need to study how structural and compositional
changes jointly shape outsider CEO integration.

Sixthly, we have modelled the dimensions of TMT
structural interdependence separately, consistent
with Hambrick, Humphrey and Gupta (2015). Yet,
these levers may interact in shaping team dynamics.
Moreover, our study focused on three established forms
of interdependence, but other types, such as informa-
tional (reliance on shared knowledge flows), spatial
(geographical dispersion) and temporal interdepen-
dence (coordination of executive roles over time), may
also influence TMT functioning. Future research could

© 2026 The Author(s). British Journal of Management published by John Wiley & Sons Ltd on behalf of British Academy of
Management.
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14 of 17 C. Aktan and M. Weis

incorporate such additional dimensions to develop
a more comprehensive understanding of how CEOs
reconfigure their teams.
Finally, relying on Execucomp data for analysing

reward interdependence limits our sample to the top
five highest-paid executives within each firm. In con-
trast, horizontal and vertical interdependence analyses
include a broader set of TMT members. Expanding
compensation data collection beyond DEF 14A reports
would allow for more comprehensive coverage.

Conclusion

Our study provides insights into how new outsider
CEOs restructure their TMTs to meet the demands of
their leadership roles. By examining horizontal, verti-
cal and reward interdependence, we show that new out-
sider CEOs increase structural interdependence to fos-
ter collaboration, enhance information processing and
build social unity within the TMT, and these increases
are strengthened by greater CEO power. By doing so,
outsider CEOs are better able to address the challenges
of succession: realigning their organizations with new
strategic agendas while integrating themselves into the
TMT. Our findings contribute to CEO succession and
CEO–TMT interface research by highlighting the criti-
cal role of the TMT structure in facilitating the leader-
ship of outsider CEOs in the post-succession phase.
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