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Power Handover of Private Enterprises and Enterprise Growth during the
Founder’s Departure——A Case Study of Midea Group Co., Ltd.
ZHANG Jing—xin, LIAO Zi-hua, TAN Jin—song

(Center for Accounting, Finance and Institutions/Business School, Sun Yat-sen University, Guangzhou 510275, China)

Abstract: From the perspective of specific assets impairment and reconstruction during the process of
founder turnover, this paper, based on the case of Midea Group, combines the founder’s departure and successor
sources, and discusses the nature of business succession, the different paths of power transfer and its impact on
the enterprise growth. Our findings are as follows. Firstly, founder’s specific assets are the key to the development
of enterprises, after the founder leaves office, successful succession lies in the specific assets restructuring, to
make up for the loss of the founder’s specific assets and realize a smooth power transition. Secondly, the
systematic project of founder’s departure and successor succession is dynamic and complex. Different power transfer
modes have different motivations, characteristics and applicable conditions. A case —by —case planning and
arrangements should be in place rationally. Enterprises can reduce the deductible degree of founder’s special assets
to a minimum extent, and achieve the transformation and substitution of the founder and successor’s special assets
through the “process fostering”, “institutional arrangements” and “cultural inheritance” three aspects of mechanisms,
so as to form mutual trust, encouragement and restraint of managers, to achieve the success of professional
manager succession and win —win situation of family interests and enterprise values. This paper is of certain
enlightening significance in how to choose the power transition path to achieve smooth business shift and
sustainable development.

Key Words: specific asset; progressive departure; power handover; process fostering; institutional arrangements;
cultural inheritance
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