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Mandatory CEO retirement policy
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Mandatory retirement policies based on age remain
a marginally used element of CEO succession
plans. Among S&P 500 companies that had a
CEO succession event in 2013, only 21.4 percent
of manufacturing companies and 21.1 percent of
financial services companies had an age-based
mandatory retirement policy for CEOs. In the
nonfinancial services sector, the proportion is even
lower (13.2 percent).
By company size, there is a clear direct correlation
between the frequency of such a policy and annual
revenue. Manufacturing and nonfinancial companies
with annual revenue of $20 billion or greater report
the highest rate of adoption (30.4 percent), while
those with annual revenue under $500 million report
the lowest rate (4.8 percent). Among the companies
that do adopt a mandatory CEO retirement policy
based on age, the limit after which the CEO is
expected to retire is almost always 65 years of age.
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Why it matters…
With longevity, the CEO can cultivate closer ties with directors, which may hinder the independence of board oversight
and weaken the objectivity of the performance evaluation process. When adequately used, policies on CEO retirement
based on age or term limits may offer an additional safeguard to existing governance practices and serve as an integral
component of CEO succession planning.
CEOs are less fungible in smaller companies, which cannot compete as effectively as their larger counterparts in the
market for top talent and are more dependent on the continuity of the team in charge of business strategy execution. For
this reason, smaller companies may be unable to afford the organizational costs resulting from a CEO retirement policy.

For more information on trends in CEO succession and a discussion of notable succession events occurring in 2013, download CEO Succession
Practices: 2014 Edition at www.conference-board.org/CEOsuccession2014 or contact Matteo Tonello at matteo.tonello@conference-board.org
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