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What’s wrong 0]
with succession
planning?

Recently I met with the heads of human resources of Global 100 companies,
and in a confidential survey they stated that their companies mis-hired people
80 per cent of the time and mis-promoted people 75 per cent of the time, That’s
right, HR’s chosen methods of selecting talent produce high performers only
20-25 per cent of the time.

(US consultant Brad Smart)

As a formal practice, succession planning has a relatively recent history.
True, kings, emperors and prophets have all sought to ensure their succes-
sion, by overseeing the development of favourite sons or followers (with, at
best, mixed results!) But the sense of succession planning as a structured
process encompassing leadership at multiple layers in organizations prob-
ably began with the British Army and Civil Service in the 19th century.
It has been given momentum by two 20th-century forces: the increasing
complexity of modern corporations and the need by the new discipline of
Human Resources (HR) to justify its existence. Faced with large numbers
of employees, who they can never hope to get to know intimately, HR’s
instinctive and natural response has been to impose policy and process.
Policy and process can be applied mechanically, with the inevitable result
that they will, as Peter Drucker often observed, have an innate tendency to
deliver the opposite of the intended result; or they can be applied systemi-
cally, recognizing the complexity of human systems and accommodating
special circumstances on the grounds that all talent is special.

And here lies at least part of the problem. The qualities that make people
talented are often also those that make them unique, difficult to classify (for
which, read ‘stereotype’) and unpredictable. The more HR tries to make
talented people fit standardized talent management and succession planning
processes, the more likely it is to fail.

Consider the following quote from coaching guru Peter Hawkins:
“Too much talent development is just the fastest escalator up yesterday’s
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mountain® (private communication). What he means is that by the time
an organization has defined what it means by talent, developed the inevit-
able competency frameworks to box people into this definition and begun
to shift the focus on career moves accordingly, the world has moved on
and it is all obsolete. The critical question, he asserts, is: ‘How do you use
future talent to speed the creation of tomorrow and future proof the world?’
While there are no doubt some basic competencies of a leader, such as listen-
ing to and developing others, the more specific a competency framework
becomes, the less likely it is to be relevant in a few years’ time. And even if
it remains relevant, the emphasis on different competencies will probably
have shifted.

Conventional wisdom on succession planning says that managers can
recognize and nurture talent in the people below them; and that organiza-
tions should continuously classify employees according to their potential to
take on greater responsibility. As we shall explore in this and later chapters,
this is at best wishful thinking; at worst, a dangerous distraction from the
real business of engaging business leaders and employees in continuous,
dynamic and evolving dialogue about the relationships between them.

HR professionals are in a dilemma. They know that the standard forms
of succession planning are ‘clunky’ and possibly even directly inimical to
the development and promotion of talented people. They realize that what
enables people to succeed is rarely as obvious as managers would like it to
be. In his book Outliers, Malcolm Gladwell (2008) examines the careers of
a range of high achievers from sport and business. He provides evidence, for
example, that the most successful US sportsmen get to the top because they
are born early in the school year, when they have up to 12 months’ advan-
tage in terms of strength and maturity over their age peers in the selection
process; and that the information technology (IT) billionaires just happened
to be born within a short opportunity window, when they had few com-
petitors and were able to access computing time which had never previously
been available. The suspicion that similar fortunate coincidences underlie
the progress of designated talent inside organizations is hard to dispel; but
the fear of what might be uncovered in seeking these patterns of hidden
privilege tends to deter serious investigation.

It’s perhaps no surprise then, that HR has not convinced top management
of the value of succession planning. According to the Human Capital
Institute, 70 per cent of succession plans fail within two years, because they
lose management support. There is, however, a silver lining in this lack of
confidence in HR’s ability to deliver effective succession planning. When
organizations turn from succession planning as something they do to people
and treat it instead as something they do with them — when HR sees its role
as enabling, rather than controlling — a much wider range of possibilities
opens up.

But before we enter this controversial debate, let’s at least try to define
what succession planning is, or is meant to be.

Y

What’s Wrong with Succession Planning?

What is succession planning?

According to the Encyclopaedia of Industrial and Organizational Psy-
chology, succession planning is the process by which an organization makes
sure that it will have the right leaders in the right place at the right time. The
encyclopaedia places the origins of formal succession planning processes in
the post-World War 1T need for ‘replacement planning’ — finding people to
step into key roles that had been vacated due to the promotion or death of
the previous incumbents. Inherent in this approach is the notion of shortage
of candidates for these roles.

Succession planning, therefore, initially referred to a relatively simplistic
process of:

e identifying who would or could step into the shoes of the most senior
leaders;

e grooming them over a period of years as ‘crown prince’; and

® supporting their transition into their new leadership role.

Potential chief executives, for example, might be identified by the incumbent
five or ten years before the expected transition, coached over a period in
which they are given increased responsibilities and exposure to formative
experiences, including deputizing for the incumbent, and finally mentored
by the previous chief executive officer (CEO) (in their own new role as
chairman) in the first year or so in the job.

Replacement planning gave way in the 1970s and 1980s to the concept
of succession management: creating a pool of potential successors from
which the fittest could be selected when the need arose. Assessment centres
and competency frameworks have their roots at least in part in this somewhat
Darwinian perspective. The best would rise to the top through a rigorous
planned process of education, evaluation and opportunities to develop their
track record. Unfortunately, much of this effort proved irrelevant, because
the processes weren’t robust or responsive enough to respond to challenges
such as poaching of talent, change in technology or the inbuilt tendency of
executives faced with a choice about who to appoint to a vacancy to ignore
all the graphs and spreadsheets and simply go for the candidate they liked
most (or who reminded them most of themselves). While evidence either
way is thin, it is probable that succession planning, as practised by HR, had
a negligible impact on the quality of leadership appointments, beyond that
which might have occurred by chance.

The scope of succession planning has widened a great deal since then, in
a number of ways. Firstly, the succession planning process reaches much
further down into the organization, with brave and often futile attempts to
allocate successors for the majority of managerial and senior professional
roles.

Secondly, the time horizons have shortened — five to ten years to develop
a new CEO isn’t realistic, when CEOs themselves have a much shorter
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lifespan in their roles. Even in much more junior roles, the pace of change
has made it much more difficult to groom an individual for a specific role.
In HR, for example, in a random sample of 20 multinational companies, all
but one had experienced radical shifts in role for most of their HR profes-
sionals. The most common structural changes were towards HR business
partnerships and from regional to global roles. While this was by no means
an empirical study, the experience of these organizations raises the question:
‘How do we identify successors for jobs that don’t exist yet or are likely to
be radically different in the near future?’

In the past decade or so, succession planning has become integrated
into strategic talent management, a broader process that recognizes that
leaders do not constitute the only talent pool in an organization. In essence,
this attempts to create a stronger and more strategic link between the devel-
opment of the business and the development of the people within it.
Paraphernalia of HR processes, including competence frameworks and
assessment centres, have grown up to support this integration. This link
with talent management suggests a wider definition of succession planning,
which can be expressed in the following questions:

e Who are proven performers who deliver the right results in the right
way?

@ Which of these has the potential to grow into positions at a higher
level?

e What do they need to get ready for promotion, and how fast will
they be ready?

e Which candidate is the best all-around fit for a particular role or
opening?

These questions seem pretty all-encompassing and straightforward. In prac-
tice, however, they have proven to be extremely difficult to answer in a way
that stands up to scrutiny. Performance, potential, promotability and job
fit turn out to be far more tenuous concepts than they might appear at first
sight, and many of the problems with modern succession planning come
from naive and sometimes arbitrary attempts to pin down these concepts.
A wider definition would als/,o include:

e making sure that there are enough suitable people to step into any
significant role as it becomes vacant or is created;

e motivating and developing them to adapt to the new role as fast as
possible, with minimum damage;

e ensuring that every role is a learning resource, in which the incumbent
can develop not only skills relevant to that job, but also the capability
to embrace different and/or larger jobs;

e recognizing that roles and their incumbents are constantly evolving.

What’s Wrong with Succession Planning?

Some definitions of succession planning:

A process by which one or more successors are identified for key posts {or
groups of similar key posts), and career moves and/or development activities
are planned for these successors... Succession planning sits inside a much
wider set of resourcing and development processes that we might call
succession management. This encompasses the management resourcing
strategy, aggregate analysis of demand/supply (HR planning and auditing),
skills analysis, the job filling process, and management development
{including graduates and high fliers).

(Hirsh, 2000: 1)

Succession planning refers to an effort by organizations to select and develop
future leaders who are prepared to replace current leaders.
(Encyclopaedia of Career Development)

Succession planning is the means by which an organization prepares for and
replaces managers, executives and other key employees who leave their
positions, and is critically important to the organization’s continued and future
success.

(Wilkinson, :1)

[Succession planning and management] is the process that helps ensure the
stability of tenure of personnel, It is perhaps best understood as any effort
designed to ensure the continued effective performance of an organization,
division, department, or work group by making provision for the development,
replacement, and strategic application of key people over time.

{Rothwell, 2000: 5-6)

Succession planning is a structured process involving the identification and
preparation of a potential successor to assume a new role.
(Garman and Glawe, 2004)

My own definition of succession planning is:

A dynamic process of aligning employee aspirations and talents with the
constantly evolving needs of the organization and of providing employees
with the resources and support they need to grow into new roles. The key
points here are:

® Dynamic: the process evolves constantly with changes in the internal
and external environment of the organization, and the aspirations
and circumstances of the employees.

® Resources and support: this is an enabling process, not one that seeks
to exert control.
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Models of succession planning

The Encyclopaedia of Industrial and Organizational Psychology offers five
critical elements of the succession planning process, against which I offer
some critical questions:

® Business review: What is the business strategy and what does that
mean generally for leadership qualities and talent pools?

e Talent needs forecast: How many people will we need in critical
roles, with what experience and capabilities and what will our
selection criteria be?

o Tulent inventory: Who have we got? At what stage of development
are they in terms of slotting into key leadership roles? What potential
do they have to grow into bigger roles? What kind of roles would
give them growth opportunities and in what kind of roles could they
contribute most to the organization?

e Tulent review: What plans do we have to develop individuals and
talent pools, in line with the evolving business need? (Note the word
‘evolving’. Even six months may be too long to wait to review.)

@ Follow-up and progress review: Are the succession and development
plans being implemented and are they delivering results? (And what
are our criteria for measuring whether it’s working?)

Key themes in succession planning

An open or closed process?

Succession planning can either (as was traditionally the case) be a secret
process or an open one, or somewhere in-between. Secret succession plans
result in managers giving strong hints to favoured candidates, so the secret
is at best partial. Downsides listed by HR professionals include unintention-
ally encouraging talented people to leave, because they can’t get a straight
answer about where their careers are headed. Another problem with secret
processes is that they tend to become divorced from reality. In one case, the
HR function of a multinational company proudly and regularly informed
the top team that there were on average four names pencilled against every
critical role in the company. Then a director asked the simple question:
‘How many of these people would take the job, if it were offered to them?’
The ratio fell to less than one per position.

Worse still is the leaky secret process. When destiny is communicated in
nods and winks, trust is an early casualty. Those left out of the inner circle
intuit their position and resent the favoured few, especially if they feel that
the selection process is arbitrary or unfair. Those who have been given the

What’s Wrong with Succession Planning?

nod become impatient if promotion is not sufficiently rapid, and switch off
from extracting more learning from the role they are in. Both tend to be
psychologically attuned to the headhunter’s call.

On the other hand, open succession plans can switch off talented people
who have been left on the sidelines. For them, the question becomes: ‘Do
I work hard to demonstrate that I am much more talented than they have
realized; or do I take the easier route and find an employer who will value
what I have to offer?’

Yet there are many potential upsides to open succession planning. In
particular, openness opens greater possibilities for flexibility. People and
organizations constantly change. A static succession plan - for example, one
that is revised every year or so — may bear little resemblance to the internal
marketplace of talent need and availability. A core theme of this book is that
having continuous, open conversations between employer and employees —
conversations in which assumptions are constantly being challenged and
tested — can be far more effective than any closed-door process. Perhaps
most importantly, an open process provides the opportunity for people who
feel they have been miscast or overlooked to challenge how the organization
perceives them. Appraisal processes in many organizations are still deeply
biased against people who do not fit the ideal profile (which can be based
on an unconscious stereotype of ‘people like us’). Assessments of potential
tend to focus on perceived weaknesses, rather than strengths, and to under-
value the importance of having different mindsets, to challenge narrow
thinking. A recurring theme in my studies (Goldsmith and Clutterbuck,
1997) of how excellent companies lose their way is that succession planning
becomes selective inbreeding.

US academic William Rothwell (Rothwell, 2005) distinguishes between
succession planning in open and closed cultures. He defines the difference
as follows: ‘An open corporate culture is one in which the organization’s
leaders trust workers and are willing to disclose important information.
They do not keep secrets. A closed corporate culture, in contrast, is secre-
tive.” In closed cultures, managers do not trust workers and assume that
‘exemplary performers will stop exerting maximum efforts if they believe
they have promotion assured’; whereas in open cultures ‘the issue is not
whether to tell people they are successors but how to tell them’, given the
uncertainty that surrounds any planning process.

Increasingly, however, even managers in closed corporate cultures may be
forced to learn how to reveal information about succession. Telling people
can be a retention strategy. And the loss of exemplary performers can be
particularly hurtful.

Job modelling

Job modelling is based on the assumption that psychologists can analyse the
requirements (called ‘person capabilities’) of a leadership role and identify
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how closely the candidates available might meet them. Tools include psy-
chometric tests of leadership potential and current capability, readiness for
greater responsibility, and so on. Reputable psychologists offering these
services stress that the test results and interpretations are simply part of the
judgement process, along with performance appraisals and observations of
more senior managers. However, human nature tends towards selecting out
those bits of an analysis that support preformed opinions and ignoring those
that don’t. Moreover, the qualities perceived to be required of a role can
vary widely according to perspective. Roles are shaped by their incumbents.
Incumbents, their peers and their bosses develop a set of assumptions about
the role and the competences needed to fulfil it — based mainly on the status
quo. The greater the consensus amongst this group, the narrower and less
imaginative the person specification is likely to be.

Aimed at a narrow or broad audience?

Research by the Institute of Employment Studies (IES) (Hirsh, 2000) indicates
that ‘the most common model for centralised, corporate succession planning
is one that covers only the most senior jobs in the organization (the top two
or three tiers) plus short-term and longer-term successors for these posts. The
latter group are often manifest as a corporate fast stream or high potential
population who are being actively developed in mid-career through job moves
across business streams, functions or geographical boundaries” However,
says the IES report: ‘Many large organizations also adopt a devolved model
where the same approach is applied to a much larger population (usually
managerial and professional) but this process is managed by devolved
business divisions, functions, sites or countries. It has to be said that few
organizations successfully sustain the devolved model, usually because it
is not really seen as a high priority and not adequately facilitated by HR.

Tactical or strategic?

Put another way, is succession planning about replacement, or about mak-
ing the most intelligent use possible of the talent within an organization?
According to the Aberdeen Group report (Lombardi, 2010): ‘Succession can
no longer be simple disaster contingency in the event that a leadership role
suddenly becomes open. If the competition changes, if the economy changes,
if consumer expectations change, the skills that helped to lead the company
before may no longer fit. It will be important to have a deep and diverse
cadre of talented leaders in order for the organization to endure.’

Making room for succession

An interesting and logical inference from the Encvclopaedia of Industrial
and Organizational Psychologv definition (though not one on which it
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expands) 1s that succession planning should also encompass moving leaders
on. It implies some form of continuous monitoring to ensure that, as the
environment changes, leaders are evaluated on their ability to deliver under
the changed circumstances and encouraged (or required) to vacate their
roles to others better adapted to the new environment. So, should effective
approaches to succession planning include knowing when it is time for
leaders to move on, and helping them to do so without creating rancour
and disruption? Of course, boards of directors do fire chief executives, but
that is almost always for one of three reasons: conflict with the chairman,
missing the numbers, or a major reputational failure (eg BP's CEO Tony
Hayward in the wake of the Gulf of Orleans oil spill).

In the mid-1990s Walter Goldsmith and I reprised our business bestseller,
The Winning Streak (Goldsmith and Clutterbuck, 1997), and identified a
number of critical balances that companies which had been highly success-
tul for a sustained period paid particular attention to. One of those balances
related to how they replaced the person at the top, and key to this was the
attitude of the CEO. As Sir Gerald Whent of Vodafone expressed it: ‘One of
the great things of being a good business leader is knowing when to go.

I struggled hard in the research for this book to find role models of CEOs
who had the perspicacity to recognize that succession planning included
planning their own exit. One of the few exceptions was Andy Bond, former
CEO of UK retailer Asda.

CASE STUDY Succession planning includes knowing when to go

Andy Bond was CEQ of Asda, one of the largest supermarket chains in the UK, for five years.
Then, when everything was gaing exceptionally well, he announced that he would quit.
Wal-Mart, the parent company, persuaded him to become chair and delay his exit for
a year, but Bond knew it was time to give up the substantial corporate salary and go. Here's
how he explains his decision making:

‘I have a set of principles that have guided my career. One of them is that there should
always be a balance between what is right for me and what's right for the company. When
I looked at how long | should stay, | also had several criteria. The key one was that every
leader should recognise the need to stay long enough to write one chapter in the book of
the company, but that they can't write two. I'd achieved a lot of success, but my energy and
my ability to make things happen was diminishing. Tough decisions | took had consequences
that needed a different resolution. It's harder for you, having made those decisions, than for
someone else, who didn't.

‘You get to the top by being motivated and driven. That doesn’t change as CEQ. But you
have opportunities to do other things. At first you brick those off, because you don't want to
be distracted from the main job. But the job gets easier as you go along. Then you start to
think, 'l can do the job in four days and spend the other day on a government committee’.
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But the company needs you full-time. The moment you start getting distracted in this way,
it's time to go.’

The problem in most organizations, he explains, is that emotional and legal contracts
make it difficult to have open conversations about leaving. Lawyers will normally advise
saying nothing until the day you decide to go, which leaves very little opportunity for
a planned, smooth transition. Quitting can be seen as an act of betrayal and may even lead
to immediate, same-day departure in extreme cases. Bond took the risk of laying his cards
on the table and offering to do all that he could to help the transition work. His Wal-Mart
bosses responded maturely, after attempting to persuade him to stay, and they worked
together on the succession process. ‘As a leader, it's your responsibility to create a smooth
transition,” he declares. ‘After all, as a CEO, it's most likely the last job you'll do for that
company.” Interestingly, he has found that family firms and private equity companies can
often be the most mature and pragmatic in dealing with this kind of transition.

Leadership as an individual or collective responsibility

This is another theme that I shall return to later in the book. Succession
planning processes — and organization charts in general — place far more
emphasis on who has the title than on who actually does the work, takes the
decisions, and so on. The ‘cult of the hero’ embeds much of leadership
literature. True, there are examples of charismatic leaders, such as Bill Gates
or Steve Jobs, whose personality and individual leadership style have been
fundamental to the success of their businesses. But charismatic leaders either
leave a leadership desert when they move on, or they build around them
a team of highly effective leaders who happen to have different, complemen-
tary qualities. The recognition that the title and the responsibilities may not
rest in the same person was partly behind the concept of ‘parliamentary
management’ proposed in the 1970s by Einar Thorsrud, the pioneer of semi-
autonomous workgroups. In his vision, there would always be a ‘leadership
team in opposition’, ready to offer an alternative, should the occasion arise
(Clutterbuck, 1975). While it might help to keep leadership teams more
alert, there are, of course, practical objections to this idea, outside of cost.
For a start, corporate governance is already excessively politicized, without
making it more so; and the experience of political governance is not encour-
aging in terms of avoiding short-termism. In Thorsrud’s own institute, the
role of chief executive rotated between the most senior employees, accord-
ing to who had the time and energy. A similar arrangement occurs in some
professional services partnerships. How successful this distributed leader-
ship is, may well be related to the size of the leadership group. Too small
and it becomes an oligarchy; too large and too much energy dissipates into
gaining consensus for decisions.

Most of our high-performing companies in The Winning Streak research
had leadership groups, where it didn’t matter a great deal who had the title
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CEO - it was the cohesion and complementary competences the group
exhibited which counted.

Lessons we drew and which have been reinforced over the years include:

® Succession planning processes concentrate too much on who should
step into a role and when; and not enough on who should step out of
a role and when. Both are important. One of the main reasons people
leave organizations is because no one has recognized and responded
to their need to move on from a role. When outward transitions do
occur - whether for good reasons or bad - it is relatively rare for
enough consideration to be given to managing that transition for the
benefit of the incumbent’s existing team. One of the few situations
where this transition is frequently managed well is where the CEO
becomes chairman and mentors his or her successor. But this has to
be a true mentoring relationship, not an excuse for continued
interference! One of the common themes in literature on succession
at the top of organizations is Founder’s Syndrome: reluctance by
a founder to step down (or stepping down only in name, while
continuing to interfere and try to run the company).

e Strong leaders who have a firm grip on power can often spell disaster
for the company if they can’t let go. Consider these comments, from
Peter Jobs and Patrick Mannix, CEO and HR director respectively
of Reuters at the time:

‘Nothing can grow in the shade of the banyan tree. I think
everyone has their own formula for running a business, but part
of that should be subordination of the ego. You can walk around
any country graveyard to remind yourself that you will be
underground eventually. It’s sensible therefore to say, “How long
do I want this company to go on after me?”’

— “If the company is very dependent on the chief executive, then you
have a hell of a problem when it comes to succession.’

e Appointing ‘crown princes’ or heirs apparent is a guarantee for
a talent drain, with the added risk that the role or the person
identified to fill it — or both - will have changed by the time the
transition is required. In our Winning Streak study, Bob Lawson,
CEO of Electrocomponents, commented: “The moment there is
a guaranteed successor, why are you still around?’ And Dominic
Cadbury, of Cadbury’s: ‘If you’ve only got one successor, I think
that’s not a very healthy sign of good management.’

Ownership

In the early 1990s, companies such as British Airways recognized that
as long as succession planning was seen as an HR process, it would lack
credibility with line managers. Its solution, now more commonplace, was
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to establish a succession planning steering group, which was owned by the
line (ic led and dominated in terms of numbers) and supported by HR.
However, owning an issue does not necessarily mean driving it. Says one
HR director: ‘It’s a constant battle to maintain top management’s interest
in succession planning. Quite frankly, they find the whole thing boring,
especially when compared with making deals and other high adrenalin
activities.” Engaging top management in coherent and informed discussion
and evaluation of succession planning can be done — there are a number of
good examples around the world - but it tends to involve falling back to
a process-driven approach carried out at annual intervals, and with con-
siderable energy required from the CEO to ensure that leaders take the
responsibility seriously.

An annual or continuous process?

For many organizations, succession planning is an annual binge, rather
than a continuous, dynamic process. The annual approach has the benefit
that it is casier to ensure it happens across the business and to impose
some level of standardization on how the process is carried out. However,
rescarch into wider issues of strategic planning (of which succession plan-
ning is just one subset) indicates that continuous strategizing is morc strongly
associated with corporate high performance than is an annual review
process. Michael Mankins and Richard Steele (2006) found that, on aver-
age, companies with standard decision-making processes make only 2.5
major strategic decisions a year (ones with potential to increase or decrease
profit by more than 10 per cent or more over the long term), while high-
performing companies take more than double that. They conclude that
all too often:

strategic planning becomes merely a codification of judgements top management
has already made, rather than a vehicle for identifying and debating the critical
decisions the company needs to make to produce superior performance...
Exccutives plan periodically (66 per cent of them) and by unit (66 per cent

of them). Yet they decide continuously (100 per cent) and issue by issuc

(70 per cent). No surprise that only 11 per cent arc highly satisfied that

strategic planning is worth the effort...

All of this resonates with the standard approach to succession planning:
a discontinuous process, largely performed by rote and confirming decisions
which have already been made. This is, of course, not universally so. Some
organizations do review talent much more frequently and they do introduce
a high level of challenge to managers’ views of their own direct reports.
However, the talent review process may still be largely tactical and confirma-
tory, rather than genuinely strategic and questioning. Says one HR director:
We have got to be quite good at challenging the suitability of individuals

for promotion generally and for specific roles. But I'd hesitate to say we are
genuinely strategic. It's not often that we ask questions, such as: How do we
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want the roles we are aiming these talented people at to evolve? What is this
role like in other organizations? Will the roles really be needed in Ave years’
time? We keep moving picees on the chessboard, when maybe we should be
playing a completely different game.

The dangers of assuming that the world will stand still while the organiza-
tion implements a strategy were illustrated by a McKinsey study (Anon,
2009). Once a strategy is agreed, directors often tend to be very reluctant to
revisit it, even if circumstances have changed. There is a sense that “we have
put in all that effort — the last thing we want is to have to go through it all
again’. But that’s exactly what they should be doing, according to McKinsey.
One of the short case studies in the article concerned a board which was
facilitated in articulating the key premises for the company’s strategic plan
for the year. Then each director was interviewed by a consultant, to establish
which of the premises were still valid in their view. Most turned out to be no
longer tenable. Without this intervention, the board could have continued
backing a flawed strategy for much longer, because everyone assumed that
the others were still behind it.

If this is what happens at corporate strategy level, with all the attention
and effort paid to ‘getting it right’, then how much more vulnerable is the
succession planning strategy? In discussing this issue with HR directors,
it seems that one of the main reasons for sticking with an annual strategic
review of succession is that top management resists spending the time on
a more frequent process; and that the term ‘strategic review’ applies only
loosely, in that there is a reluctance to challenge the assumptions upon which
the strategy is based. Such in-depth challenge happens most commonly
when the function and role of HR as a whole is being reviewed. I have found
that many HR professionals privately believe that succession planning
strategy should be reviewed radically every six months, and in the light of
specific environmental changes every two or three months.

Like any other strategic process, succession planning needs a vision and/
or mission to give it purpose or shape. It also needs to be linked firmly to the
business values, and to be integrated into other strategic processes. Annual
succession planning reviews tend inevitably to emphasize replacement and
continuity as core purposes. With continuous review, however, there is more
likely to be a values-based mindset. For example, for some organizations
the purpose of succession planning becomes to ensure their flexibility and
ability to respond rapidly and effectively to external and internal change.
An analogy that works for me in describing these two approaches is
between the chessboard (fixed locations for all the pieces, only certain types
of predetermined move allowed) and swarm behaviour. In the latter, seen
in schools of fish or flocks of birds in flight, shifts in direction occur instan-
taneously, with every member of the school or flight responding in unison.
How animals in the wild achieve these remarkable acrobatics is still
not fully understood, but it is clearly related to powerful and instinctive
communication. Clearly, the swarm effect resonates more closely with
a complex, adaptive system and epitomizes the agile organization.




The Talent Wave

Aligning aspirations and values

Another perspective on succession planning strategy is that it should aim to
integrate, as far as possible, the collective aspirations of employees {or at
least the talent pool) with the business aspirations (vision and values). Of
course, the workforce and the talent pool are made up of lots of individuals,
with different aspirations. If strategy is an intelligent and adaptive response
to the corporate environment, then it’s important to be able to react to
and accommodate both internal and external change. Understanding how
employee aspirations evolve, and exploring how employces perceive the
business values (do they incorporate them into their own view of the world
in general or see them as simply something relevant to the workplace?) are
essential prerequisites for swarm-like agility of response.

What constitutes evidence?

Here’s an optimistic statement from a recent LinkedIn exchange: ‘By ground-
ing your [succession planning] decision in data, you're able to remove bias
and focus on making a decision that will be the best for the business, which
is ultimately important for the organization and its people.” If only it were
that simple!

Clearly, organizations aspire to base succession planning decisions on
data that is both credible and valid. However, credible and valid are not
necessarily the same thing. Managers and academics tend to have different
perspectives on what constitutes credibility, for example.

Part of the problem is that managers often aren’t very good at working out
what is valid evidence and what is not. The literature on managerial decision-
making reveals a dozen or more common errors that distort managers’ thinking
when they make decisions of this kind (Hammond and Keeney, 2006). Most
of these apply to succession planning. Among them are the following:

e The anchoring trap — when considering a decision, the mind gives
disproportionate weight to the first information it receives. First
impressions don’t just count, they linger. In the same way that
parents often still treat their offspring as children when they are
adults and have children of their own, managers tend to stick with
their initial view of other people’s talents, motivations and “fit’.
Disturbingly, when a global logistics company measured the
perceived impact of executive coaching on managers’ performance
(it measured the same behaviours both before and after the coaching
intervention), the coachees perceived that they had made significant
changes, and their direct reports largely confirmed this. Peers noticed
some improvements, but direct bosses hardly any. They weren’t able
to get past their initial perceptions.

e Status quo trap — decision-makers prefer to opt for solutions that
preserve the status quo. (Breaking the status quo means taking action
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and that involves risk and responsibility, which open us to regret
and criticism — so our ego pushes us toward the status quo solution.)
In succession planning, this prevents us from looking too closely at
our decisions regarding who has or hasn’t got leadership potential.
Once someone is on the list {or has been rejected), it can require

a dramatic event to cause us to re-cvaluate.

Sunk-cost trap — when old investments are no longer recoverable,
people are subconsciously unwilling to admit it was a mistake. It’s
even worse when the organizational penalties for bad decisions are
severe. This trap is particularly pernicious in succession planning and
talent management terms. Having decided that an employee is
talented and having invested time, money and reputation (being able
to spot talent) in them, managers are naturally reluctant to admit
they were wrong. So they tend to place more weight on the
employee’s successes and less on their failures.

Confirming evidence trap — letting your instincts be confirmed by
listening only to people or data that support them. It atfects where
we go to collect evidence and how we interpret information we
receive. We tend to decide what we want to do before we work out
why we want to do it; and to be more engaged by things (or people)
we like than things (or people) we don’t. One of the most damaging
cycles T have seen in the workplace (too many times) starts with an
implicit assumption by a manager about, say, a direct report’s ‘lack of
motivation’. The initial assumption may be based on an unconscious
association in the manager’s mind with a previous employee, who has
some characteristic in common with this person — say, they are tall
and like to take time to consider answers to questions. From that
point on, the manager’s mind is likely to be more attentive to
situations where the employee appears to be unenthusiastic, than
those where they demonstrate strong task engagement. If the person
is also an introvert, then it becomes even easier to miss their
enthusiasms. Add to this situation an element of cultural and/or
racial diversity and the stage is set for massive misvaluing of the
individual and their talents. This damaging cycle can equally start
with overly positive implicit associations.

Framing trap — people are risk averse when an issue is framed in
terms of seeking gains; but risk seeking when the same problem is
posed in terms of avoiding losses. So when a promotion is into a role
where things are functioning reasonably well, there is a tendency to
appoint a safe candidate (often as close as possible to the previous
incumbent). Only when things are going badly do we seriously
consider less conventional candidates. According to the Canadian
Institute for Advanced Research (Anon, 2008): “When women break
through the glass ceiling, becoming presidents, CEOs or taking on
other leadership roles, these tend to be in organizations that are
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experiencing severe difficulty. As a result, ground beneath them is
more likely to crumble, sending them plummeting — over the Glass
Cliff. This has led to a widespread and dangerous misperception that
women leaders cause poor performance, when in fact, our research
suggests it is the other way around.’

And the answer to poor strategic decision making? According to Professor
Ram Charan (2006), it lies in the quality of conversation about strategic
issues: “To transform a culture of indecision, leaders must... see to it that
the organization’s social operating mechanisms — that is, the meetings,
budget and strategy reviews and other situations through which the people
of a corporation do business — have honest dialogue at their centre.” Decisive
dialogue, he maintains:

@ encourages incisiveness and creativity;
@ brings coherence to fragmented and unrelated ideas;
@ allows tensions to surface and be dealt with;

e promotes emotional commitment.

Integrating succession planning and development

It seems pretty obvious that if you want someone to progress into larger
roles with greater responsibility, you should invest in their development.
But that doesn’t always translate into a seamless process, for a number of
reasons. Among them:

e Budgetary restraints or demands of the individual’s current role make
developmental activity a relatively low priority activity.

e Development to whose agenda and for what? If the organization
has a specific role in mind and an accurate picture of the individual’s
development needs, then it might be relatively easy to design a
development plan to fit the circumstances. Howevet, this assumes
that the individual shares the same view of both where they want
their career to go and the learning they need to acquire to get there.
(It also tends to lock /both parties into a path which, with changes in
circumstances, may not be right for either the organization or the
employee.) If the objective is to produce an employee who is more
generally promotable, the potential clash between organizational and
individual agendas may be greater or lesser according to the quality
of the conversations that happen between them.

e The incentives for developing. For example, an issue for companies
working in some oil states is how to persuade local employees to
invest in their own development, rather than sit back and expect
promotion to happen to them, simply because of their nationality
and political pressure to increase the pace of indigenization. More
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close to home, a financial services company’s unspoken cultural
assumptions were that people got promoted for delivering results and
being seen to work hard (for which read ‘long hours’). Members of
the designated talent pool and their managers effectively conspired to
avoid developmental events provided by human resources, on the
basis that client needs took priority. The result was that openings at
higher levels were filled with people who lacked appropriate
leadership skills, and who replicated the contra-development
behaviours by their own managers.

@ Where HR and line management place the emphasis between
identifying talent and developing it. Says the head of talent
management in a multinational professional services company:

“We spend 80 per cent of our effort identifying talent; and 20 per
cent developing them. Then we wonder why so many of them leave
or get dropped from the talent pool. We are quite good at sending
them off on courses, though their bosses sometimes complain. What’s
missing is the continuous attention to their development. What they
get is short bursts when someone remembers, rather than frequent
conversations about what they need to learn to move into the

next role and where they can get the intellectual stretch they need.

Diversity issues

If succession planning processes really worked, the people that reach the
top would mirror the talent that enters at the bottom. From just a gender
perspective, that clearly isn’t so. Research by McKinsey shows little dif-
ference between men and women in terms of their ambition to progress in
organizations, both at entry and middle management levels. Say the authors
of a 2011 report (Barsh and Yee, 2011). ‘For evidence of the problem, look
no further than the blocked, leaky corporate-talent pipeline: women
account for roughly 53 per cent of entry-level professional employees in the
largest US industrial corporations, our research shows. But according to
Catalyst, a leading advocacy group for women, they hold only 37 per cent
of middle-management positions, 28 per cent of vice-president and senior-
managerial roles, and 14 per cent of seats on executive committees. McKinsey
research shows similar numbers for women on executive committees out-
side the United States — from a high of 17 per cent in Sweden to just 2 per
cent in Germany and India. Our analysis further reveals that at every step
along the US pipeline, the odds of advancement for men are about twice
those for women. And nearly four times as many men as women at large
companies make the jump from the executive committee to CEQ. Part of
the reason is that almost twice as many executive-level women as men
(60 per cent versus 35 per cent) occupy staff roles that are less likely to lead
to the top job.

Y |
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It is still relatively rare to see succession planning and diversity manage-
ment closely integrated. Yet succession planning processes can undermine
diversity objectives if they do not take account of critical influences of
race and gender on career trajectories. Women who take time out to have
children, or who have caring responsibilities (indeed, people of either gender
who are carers) can easily be marginalized by succession planning processes
that, for example, equate talent with judgement-laden qualities such as
‘commitment’.

David Thomas, an academic at Harvard, has compared career progres-
sion amongst black and white professionals and managers (Thomas, 2001).
He finds that promising white professionals tend to enter fast tracks early in
their careers, whereas high-potential minorities typically take off after they
have reached middle management. He found that both white and black
managers benefited from having a mentor at key points in their careers, but
that there were significant differences in the kind of mentoring they received.

An interesting sideline on this issue comes from recent research from two
US academics, who have investigated how people gain appointments to the
board. (Most boards in the US are predominantly non-executive.) James
Westphal and Ithai Stern (2007) examined the most commonly successful
strategy of ‘ingratiation’ (which in academic speak encompasses a range of
behaviours, intended to build a good impression) in the context of compet-
ing for a board role. These behaviours may be sycophantic at one extreme,
or simply effective reputation management at the other.

Their analysis of responses from 760 directors finds that ingratiatory
behaviours towards the CEO and other existing directors do indeed increase
the chances of appointment to the board. However, the effect is much
stronger for white males. Indeed, the same behaviours in women and people
from ethnic minorities may even be seen as a negative attribute by those
with the power to appoint.

If fitting in doesn’t work, what other strategies might ethnic minorities
apply to gain board appointments? Other studies (Cannella and Harris,
2002) suggest that developing specialist expertise relevant to the board
(for example, in company law) is a pragmatic route into director roles —
becoming ‘super-qualified’ eventually opens up doors.

There are serious implications here for both individuals and organiza-
tions. Women and minorities aiming for the board may need consciously to
establish and work to different strategies than their white male counter-
parts. Coaches and mentors working with these individuals need to be
aware of the need for different strategies and to help the coachee understand
the issue from both their own perspective and that of the existing majority
directors. And boards need to institute procedures that confront and over-
come the institutionalized discrimination that occurs from evaluating
behaviour differently in people of different gender or racial backgrounds in
the context of appointments and succession planning. Indeed, it is recom-
mended that all appointment committees regularly assess their procedures
through a diversity audit.
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If line managers are responsible for recommending who should join
the talent pool, another raft of issues emerges, relating to implicit bias. When
supervisors perceive someone else as significantly different from themselves,
they are more likely to see their performance as poor, more likely to have
a relationship that involves conflict and, in some circumstances, is abusive
(Bennett et al, 2011). If the succession planning system is to be fair, it must
contain mechanisms for recognizing and counteracting such bias.

Burnout

An increasingly common concern for many organizations’ succession plan-
ning processes is that while fast-tracking gives talented people opportunities
much earlier in their careers, it can also give rise to burnout. In part, this is
because these individuals do not have sufficient time to experience failure
and develop the resilience they need in higher roles.

The burnout phenomenon can be ascribed in large part to a failure of
organizations and high flyers to have honest conversations about work and
its impact. Tim Casserley and David Megginson (2009) refer to the collusive
process that occurs between the organization and the employee. When
progress depends on perceived performance and performance is defined by
how hard (and long) someone works, the foundation is laid for a destructive
spiral. They explain (page xv):

more often than not, those who burn out collude with dysfunctional working
environments. They choose to make work and career central to their lives...
High flyers’ addiction to action and adrenalized work styles often hide an
identity that is strongly externally referenced - on work and career — rather
than anything from within. There is also an element of paranoia. A belief that
pushing back, asking for more time or resources or confronting unreasonable
demands will adversely affect career prospects.

Given that competency frameworks for senior leaders now increasingly
emphasize qualities such as authenticity, awareness of their environment
and courage, such collusions could be seen as shaping exactly the kind of
leaders organizations would not want to get to the top — assuming they
avoid burnout before they get there!

Only for a small proportion of executives, who burn out, is the experi-
ence a beneficial one. For these fortunate few, burnout provides the trans-
formative experience that accelerates maturity and systemic growth. ‘By
virtue of being a personal trauma, burnout caused [these] high flyers to
confront their own fallibilities, helped them gain a sense of perspective,
humility and humanity, and be clearer about their own identity’ (p xv). This
baptism of fire is a pretty wasteful way of developing talent, however.
A more intelligent strategy would be to:

® Recognize the symptoms of potential burnout early and intervene
(through coaching, counselling or, in serious cases, through therapy)
to enable the maturing process to occur in less traumatic ways.
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@ Break the association between working long hours and performance,
which leads people who do more to be higher up the list of potential
promotional talent than people who think more. The more senior
leaders become, the more important it is for them to be able to work
smart, rather than long. A simple motivational shift can be to reward
people on the contribution they make to the goals that really matter
for the department or team, rather than on some vague definition of
performance.

e Create an environment of psychological safety where people can
challenge excessive work demands without fear of wrecking their
careers. Critical to this is enabling people to have open dialogue
about stress-inductors, ask for help and support for colleagues, and
renegotiate priorities. In my experience, wherever a team has made
this shift, the actual workload diminishes, partly because some tasks
simply aren’t as important or urgent as people thought they were,
and partly because spending more time on preparation and planning
reduces error, rework and crisis tasks.

e Rethink what we mean by ‘commitment’ and identify the role that
commitment plays in decisions about talent and succession. Again,
breaking the automatic link between commitment and long hours is
a healthy intervention.

Who owns the talent?

The model still used in many companies is the military chain of command,
or ‘dead men’s shoes’. The person with potential may not be waiting for one
specific opening, but because the opportunity pool is limited, so is the talent
pool. Depth of experience is valued highly. This is most common in organ-
izations that operate through functional silos. An alternative model assumes
that talent is owned by the organization, not by individual businesses; it
moves designated high flyers around frequently, to ensure they gain breadth
of experience. Much less common than either of these is the organization
that offers people a choice, at different periods in their careers, of whether
to enter a closed or open talent pool (one aimed at a specific range of poten-
tial roles, versus one that provides a platform for a much wider range of
roles), and builds bridges between these — yet for many people, this is
a much closer reflection of the career progression they would like.

Implicit in many organizations’ view of the talent pool is the philosophy
of ‘up or out’. Yet there are many reasons why people may wish to broaden
their capabilities by horizontal career moves — for example, to allow for
a period of high demand from their non-work lives. Going up may enable
an individual to expand their leadership competence; but moving sideways
can result in building cross-disciplinary operational skills, which are an
ideal platform for more rapid subsequent progression and which may be
highly valuable to the organization. Moreover, the ‘up or out’ philosophy is
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potentially discriminatory against people from minority or disadvantaged
groups, who have different career trajectories than people from the domi-
nant group, with longer intervals between promotions at early stages of
their careers.

Mentoring has proven particularly valuable in helping both indi-
viduals and organizations recognize the value of horizontal progression.
Mentors often act as intermediaries, enabling the individual to make both
the personal and the business case for a non-vertical career path, while still
retaining a position in the talent pool.

How organizations go about succession
planning

Organizations vary widely in how they approach succession planning,
from the highly informal to the highly formal. The assumption of good prac-
tice, however, is that more formality (for which read ‘process management’)
is better than less. And more formality leads inevitably to automated or semi-
automated systems. Yet a general rule of IT is that automating an ineffective
paper system simply makes things worse, and this applies equally to succes-
sion planning.

The most commonly used tool or system in succession planning is the
nine-box grid. We shall examine this in more detail in Chapter 4, but the
basic assumption is that you can assign a position for every employee within
a matrix where the two dimensions are performance and potential. How
each employee is assessed varies, but common practice is to assemble a panel
of line managers and HR professionals to achieve a consensus. Ideally,
each of these assessors has had sufficient recent contact with the employee
to have formed an opinion, based on some level of personal observation
or interaction with the employee. Because this process has great potential
to lack objectivity, other evidence may be included, such as appraisal, 360-
degree feedback, or data from assessment/development centres, training
courses and so on.

So how objective is this process? Two big questions arise here:

1 How effective is decision making generally in the organization,
and in this situation specifically?

2 How robust are our definitions and assessments of performance
and potential?

It has been my experience that selection panels working through the talent
pool have little or no recognition that the psychological traps described
above even exist, let alone have processes to manage them. There appear to
be no solid ways of measuring the quality of decision making in succession
planning, other than whether individuals rated highly performed well in
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their next promotion. Here we have two problems. How do we know that
other candidates, who were rated less favourably on the grid, might not
have done a better job? And, of course, the sunk cost trap leads managers to
convince themselves that the new appointee is doing fine, and to be more
forgiving of mistakes. There is often also an unconscious extension of greater
support towards top-rated talent than towards colleagues rated less gener-
ously in the nine-box grid — hence their actual or potential failures are
smoothed out by the system rather than by any action of their own. We will
explore some of these questions in Chapter 4.

Effective succession planning

US academic William Rothwell (20035) describes succession planning in terms
of seven steps, each containing questions intended to stimulate thinking
and dialogue. These questions are:

Step 1 What results are desired from a succession planning and
management program, and what management commitment
exists to support those results?

Step 2 What results are people expected to get in their work now,
and what competencies are essential to help them achieve
those results? This is about what distinguishes high and low
performers in the same role or similar roles.

Step 3 How does the organization evaluate individual performance?
The organization may have a performance management system,
but how robust is it> And do people in the organization regard
it as a valuable support for doing their role or as another
nuisance activity?

Step 4 How does the organization plan for future competencies?

Step 5 How can individual future potential be assessed? This requires
the organization to reflect deeply on what future competencies
will be needed.

Step 6 How can the developmental gap between present individual
performance and the present competency model be narrowed,
and how can the developmental gap between future potential
and the future competency model be narrowed? Key to this
element are the issues of Personal Development Plans and
personal learning competencies. Given that the quality of
development planning often decreases with increased
hierarchical level, this can be quite a difficult question to
answer honestly (Clutterbuck et @/, 2010).

Step 7 How can the relative success of the succession planning and
management program be evaluated?
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Rothwell maintains that companies which have addressed all these ques-
tions have succession planning processes that are much more effective than
the average. Clearly, it is important and beneficial for HR and top manage-
ment to engage in constructive dialogue around these issues. Yet, as we shall
explore in Chapters 9 to 12, even more value may be gained from engaging
the talent pool, or even the workforce as a whole in dialogue around these
issues. Whether the same answers would come out of this dialogue is an
intriguing question!

A handful of studies has attempted to gather data around what an effec-
tive succession planning process looks like. The Aberdeen Group has for
several ycars been studying how companies manage succession planning.
In its 2010 report {Lombardi, 2010), it found that the proportion of com-
panies with some form of formal succession planning in place increased
from 53 per cent in 2008 to 75 per cent in 2010. The report evaluates the
effectiveness of succession planning primarily against three criteria:

e The percentage of newly promoted leaders in key positions rated as
‘exceeds expectations’ in their most recent performance reviews.

e The percentage of positions with at least one ready and willing
successor identified.

e Year-on-year reduction in time to fill key positions (in the worst-
performing companies, this time was increasing year on year).

The research found radical differences between the best and worst in class.
Among characteristics of best-in-class companies are that:

Leaders are held directly responsible for developing talent.

@ The performance of the succession strategy is evaluated each year.

@ Best-in-class companies ‘are less likely to use behavioural or cognitive
ability assessments. Instead they rely on multi-rater or 360-degree
assessments to gain a more comprehensive view of the individual. At
the same time, they are more likely to look outside of the business to
gain insight, incorporating customer or client feedback into the mix.’

So that’s what companies do, at various levels of competence and effective-
ness. On the surface, the criteria these rescarchers have used seem reason-
able and valid. Or are they?

Evaluating the effectiveness of succession
planning

Tom Peters is credited with the aphorism ‘What gets measured gets done’.
Certainly, experts in the field of succession planning have invested a great
deal of effort into creating effectiveness measures. While many organiza-
tions still don’t measure this at all, those that do tend to put their faith in
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a bundle of indicators mostly based on ratios. Some of the most common
are the following.

The proportion of key roles for which succession
planning is in place

On the face of it, this is a practical measure, but it assesses part of the pro-
cess rather than an outcome. Moreover, it doesn’t indicate whether the
‘right’ candidates are waiting in the wings, only that there is at least one
person with the capability to step into the role. Important additional con-
siderations here include:

e What transition would be needed for each candidate to fill this role?
If the candidate is key to another project, for example, it may take
six months to extract them. Or, if they have little experience in the
job area, it may take an equal time before they know enough about
the role to manage it without making costly mistakes. The cost of
transition is difficult to calculate (so few companies attempt it) but
can be considerable! One of the most dangerous situations occurs
when a newly appointed manager is under pressure to deliver results
and ‘hit the ground running’. If they make major decisions before
they truly understand the role, then it can seriously damage both
the team and their own career track record.

e How does it fit with the candidate’s own perspective on their next
career moves? (The ‘wrong’ promotion is a significant cause for
people to seek to leave the company.)

e How developmental would this role be for each candidate?

Retention of high potentials

This is an outcome measure, but again can be misleading if the company
has defined talent too narrowly. A public sector organization with which
I worked had focused most of its efforts on retaining and promoting people
who fitted its definition of talent. Implicit in this definition was that talented
people sought wider roles with greater responsibility for managing others.
Through the review process of a mentoring programme, it emerged that
some of the employees who would be most difficult to replace were deeply
unhappy about their career prospects. These were mostly technical experts,
whose interests lay in progressing in terms of technical responsibility rather
than people responsibilities. Because they were off the talent radar, the dis-
content among these employees (amongst whom there was, when HR inves-
tigated, a steadily rising turnover rate) had gone unnoticed. The organization
responded intelligently by re-examining how it defined talent and by creating
a dual career stream structure.
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Ratio of internal versus external hires

What’s a good ratio of internal to external hires? A straw poll of recruitment
professionals yielded me a wide variation, but the basic rule seems to be that
there is no basic rule. The appropriate ratio for a particular organization at
a particular time depends on a number of factors, including:

e Whether the organization is in a stable or phase shift stage of growth
or decline. For example, small entrepreneurial businesses go through
stages of evolution where they outgrow the competencies of the
existing employees. Similarly, organizations going through a major
culture shift may need to import people who have both the desired
mindset and the ability to infect others with it. A big issue in this
context is where these people are imported into the organization.

As a recent graduate, I joined a public sector organization which was
under strong pressure to change its culture, having a public
reputation of being both institutionally and overtly racist. Our
selection process included a test of our attitudes towards people from
other cultures and races. Top management thought it could change
the organization by seeding the lowest levels with people who held
more enlightened attitudes. Not surprisingly, within 18 months most
of these new recruits had quit. Changing organizations from the
bottom, or even with an alliance of top and bottom, is extremely
difficult. You have to involve all levels to achieve an impact. While
many organizations measure the ratio of internal to external hires,

it is rare to see them analyse how the ratio varies across the
organization, or between different categories of employee. It’s also
rare to see these data used in a strategic way.

e How the organization recruits and grows people. There seems to be
a significant difference between those that recruit on values fit and
those that recruit for skills and experience. Several decades ago,

a brewery chain in the UK experimented in how it hired new
publicans. Half of its intake in the experiment were people who
already knew the trade; the other half were people who had little

or no experience in the role, but who demonstrated that they had
appropriate values (gregariousness, customer focus, commercial
acumen and so on). Not surprisingly, those hired on their values
outperformed the control group substantially in their first year of
trading. Companies such as Dyson or Ben & Jerry’s which place high
empbhasis on hiring for values fit are better able to sustain internal
promotion. They also have a greater need to do so, to maintain the
integrity of their culture, as was demonstrated in a Swedish study of
high-growth companies (Ahrens, 2005).

The utility of data on internal and external hiring lies partly in being able
to put a monetary value on the succession planning process. Every internal
hire, in theory, is a significant cost saving. Internal hires incur only marginal
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Narrow, short-term goals tend to promote ‘myopic, short-term
behaviour that harms the organization in the long run’.

® People motivated by specific, challenging goals tend to adopt riskier
strategies than do those with less challenging or vague goals.

e Over-focused goal setting can induce unethical behaviour, especially
where people just miss challenging goals.

® ‘SMART goals inhibit learning’ — ‘An individual who is narrowly

focused on a performance goal will be less likely to try alternative
methods that could help her learn how to perform a task’.

SMART goals may increase extrinsic motivation, but they may also
harm intrinsic motivation, because shifting an employee’s focus from
internal to external rewards is likely to have negative effects on,

for example, job engagement (Deci et al, 1999).

In the context of measuring the success of an appointment, it is the relatively
simplistic goals — and the easiest to achieve — that tend to be achievable in
the first 6-12 months. But at senior level, the most significant impacts an
executive makes in a new role may require a much longer period to become
clear. So organizations end up measuring what is measurable, not what is
meaningful.
Another problem with measuring success is, who makes the judgement?
Is it just the person’s boss, or a portfolio of stakeholders, including customers
and direct reports? The more narrowly you define success, the easier it is for
people to manipulate results to put themselves in a good light, and the more
narrowly managers are likely to perceive their role. So the numbers may be
delivered, but the capability of the team may not grow, or may even be
diminished. High-potential employees so often are rewarded for winning
the battle, while losing the war — but by the time this becomes obvious,
they have moved on. Using 360 degree feedback helps to provide a wider
perspective of success, but as we shall see in later chapters, this too is open
to manipulation and requires care in interpreting results. In short, the wider
the definition of success and the more people able to contribute to defining

it and assessing it, the more accurate a view of talent and performance
is likely to emerge.

Time to become fully operational in new role

This overcomes some of the problems associated with measuring success
in the role, but of course requires a definition of what ‘fully operational’
means, and from whose perspective. Moreover, it is difficult to specify what
a reasonable period should be, given that people come into a role with dif-
ferent levels of experience and resources available. Take some real examples:

® A young manager, used to getting things done through command and
control, is given a learning role where they can only deliver by
influencing peers and superiors.
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e A manager taking over a problem department, with limited
flexibility in replacing team members and therefore unable to create
their ideal team.

e A senior executive appointed to a role where there is ongoing conflict
amongst their peers, whose support they need.

Such situations are very common in the workplace. Yet ‘as functional as
might be expected in the circumstances’ isn’t likely to pass muster as
a measure. It’s difficult to create meaningful measures that recognize the
complexities of the interrelationship between the individual and their
context!

Bench strength

This is defined as management headcount ready for promotion divided by
management headcount; ie the percentage of high-potential employees who
have been identified as ready for promotion. Typically, a bench strength
index would classify managers as ready for a critical role now, in 12 months
or 24 months. Comparing the index year on year is intended to provide
a perspective on the health of the succession pipeline.

But again, what does ‘ready for promotion’ mean? Is it into a specific role,
or more generally, into any relevant leadership role that comes up? The two
situations may require very different characteristics. And will people actu-
ally want the roles that open up?

Other measures

A variety of other measures have been suggested for assessing the effective-
ness of succession planning by US academic Dr John Sullivan. Extrapolating
from these and adding some of my own, there are both process measures
and outcome measures.

Process measures:

® Do line managers know about and use the succession planning
process and plan?

e In what proportion of actual promotions or appointments was
the succession planning process used?

® Does every person identified in the plan have a written progression
plan, which they can self-manage? Are these supported by
the organization? Are they actually carried out?

@ Are line managers rewarded for supporting the development of
people on the plan and for releasing talent from their own teams?

@ Is there a plan to retain and support people, who haven’t moved
for several years?

D
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@ What proportion of internal moves are natural progressions (or ‘dead
man’s shoes’)? Sullivan suggests that a healthy succession planning
process will include a solid proportion of moves that involve
someone from another department, a more junior level or a break in
the seniority chain. It’s important to ensure, he maintains, that the
succession planning process does more than throw up ‘obvious’
candidates. Does the plan include some external candidates, who
have been identified and sounded out?

e What proportion of moves place people in the right place within
a business cycle? Different phases of development require different
types of leadership, so start-up may require someone with strong
skills of innovation and team building, while a function in its mature
phase may need a manager skilled at extracting efficiencies.

e How timely is readiness for the next promotion? Sullivan
recommends six months ahead as the ideal, on the grounds that
people who are ready well before that, or well after, are likely to
go off the boil. Essentially, this is a measure of how well aligned
development processes are with processes to predict job openings.

e What proportion of people on the succession plan are subsequently
removed from it, although they are still employed? Some movement
is to be expected, as life circumstances change.

e What level of organizational commitment do people on the plan
have? This can be compared with the organization’s employees in
general, or with a broad industry benchmark, or year on year.

@ How well does the mix of people on the plan reflect the diversity
of people employed by the organization?

Outcome measures:

e What proportion of people who are promoted receive a further
promotion within three years?

@ What proportion stay in the new role for at least a year? (The period
here will depend on the pace of change in the organization, but
a good appointment would normally need at least a year to make
a lasting impact and be able to move without costly disruption to
the role.)

® What is the retention level of people on the plan? Of people who
were considered or interviewed for the plan and not included?

e How quickly are vacancies filled? Sullivan recommends 30 days
as the baseline for jobs remaining unfilled.

e How has the succession planning process contributed to the diversity
of actual appointments?

And perhaps most important of all, but rarely asked: ‘How effective do
employees think the succession planning process is?’




m The Talent Wave

The bottom line on evaluation of succession planning seems to be that
it is nowhere near as simple as it might seem at first sight. Simplistic meas-
ures may give a false sense that all is well. Once again, the more extensive
and the more inclusive the dialogue around the succession planning process,
the more likely that an accurate picture can be gained as to how well it is
working!

A special problem of succession planning in
smaller companies

One of the observations from small business coaching and mentoring is that
the competences needed to lead change as the organization becomes bigger.
So effective mentoring in this sector tends to concentrate on helping the
entrepreneur grow in alignment with the development of the business —
no easy task! But the entrepreneur is only one individual, and most people
in the company at an early stage of its evolution will have only a limited
capability to be effective leaders of a larger entity. So at each phase of growth
there is a need to import managerial and leadership talent, most of whom
will not have what it takes to lead in the subsequent phase of growth. Of
course, if the company doesn’t experience rapid growth, there is less of
a problem. But where it does grow rapidly, there are significant emotional
stresses — especially for the founders - as valued employees gradually
become left behind.

Managing succession in such an environment requires a very different
approach to the norm. Companies such as Dyson (once but no longer
a small company) have resolved many of the problems by viewing all new
hires not as recruits for a specific role, but as potential leaders. As long
as growth continues, they are able to meet from within both the demand
for talent and the aspirations of bright employees.

So how do the wrong people get to the top?

Given that this is a chapter largely about definitions, it helps to define what
we mean by a right person or a wrong person. Inevitably, the answer is
complex. The ‘right’ person might be defined as ‘someone with the personal
resources, skills and abilities to provide leadership appropriate to the time
and circumstances’. Resources here might include integrity, resilience and
personal credibility. What is appropriate will vary according to the size and
kind of organization, the challenges it faces, the composition of the rest of
the team, the scope of responsibilities and so on. Inherent in this definition
is a sense that as time and circumstances change, what constitutes the ‘right’
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leader will also change. Some of the broader changes that are occurring in
what is expected of an effective leader are explored in more detail in Chapter 3.

The ‘wrong’ leader can therefore be of at least three types. Type A consists
of leaders whose fit with their role has become increasingly uncomfortable.
For example, in the decade that T worked for a multinational publisher,
I watched it acquire companies, complete with their entrepreneurial leaders.
In many cases those leaders departed rapidly, because the demands of
operating within a bureaucratic organization were very different from the
free-wheeling style of leadership they had been used to.

Type B ‘wrong’ leaders have stumbled into a misfit job by accident. They
may have been promoted beyond their competence level, having performed
well in the previous job. Or they may have been persuaded to take on a role
as a ‘safe pair of hands’; or the requirements and constraints of the role may
have been mis-sold to them. The misfit is a misfortune that has happened
to them, rather than a result of overweening ambition,

Type C ‘wrong’ leaders are people whose hunger for power and self-
gratification makes them unsuitable for leadership in almost any business
context. As a workshop exercise, I have asked people to define where in
an organization a psychopath might be employed in a way that they would
bring sustainable benefit (apart from to themselves). It’s hard to find such
roles, because while psychopaths often appear to deliver short-term targets,
the longer-term cost of doing so typically outweighs the benefits. The only
roles consistently identified where the psychopath is a good fit are in the
organizational structure of Hades!

This section could arguably have been better entitled, ‘How psychopaths
get to the top?’ — for they do, and frequently. The words ‘sociopathy’ and
‘psychopathy’ often tend to be used interchangeably. Both exhibit similar
behaviours, but sociopathy is typically regarded as being more influenced by
environment than psychopathy, which is innate. So just how well embedded
are these individuals in business organizations? Studies by Paul Babiak and
his colleagues suggest that they rise to the top far more frequently than has
previously been thought — that perhaps as many as one CEO in 2§ has
strong psychopathic tendencies. In one of their papers (Babiak et al, 2010},
based on a study of 203 executives selected into leadership development
programmes, they report that: ‘Psychopathy was positively associated with
in-house ratings of charismalpresentation style (creativity, good strategic
thinking and communication skills) but negatively associated with ratings
of responsibility/performance (being a team player, management skills,
and overall accomplishments).” In other words, these individuals package
themselves well, but perform poorly. Says Babiak in a Horizon documentary
(7 September 2011): ‘Part of the problem is that the very things we’re look-
ing for in our leaders, the psychopath can easily mimic. Their natural
tendency is to be charming. Take that charm and couch it in the right busi-
ness language and it sounds like charismatic leadership.” The move to new
styles of leadership and new expectations of leaders ought, in theory, to
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make it more difficult for psychopaths to rise in organizations — after all,
the new leadership is meant to be authentic, concerned with developing
and motivating people. In practice, however, these are all qualities that
a charismatic and devious person can fake with relative ease. If anything,
we may have made it easier for the psychopath to rise.

Here’s a story I have heard repeated frequently, in one form or another.
There were several candidates for a senior job role. All had a good track
record of achievement, but one person stood out. The others had all, at some
point in their careers, taken the decision to delay a promotion while they
supported their teams through a difficult project or transition. They all had
very good relationships with previous teams they had led, and kept in touch
with them. They had had relatively few employers — between three and four,
on average. The exception on both counts was a manager whose career had
been built over the bodies of direct reports who disagreed with him or who
he saw as disloyal. This person had invested a great deal in his own reputa-
tion management, particularly with top management, as someone who
‘made and saw through tough decisions’. He had had the largest number of
employers and there was a pattern, in both his personal life and his work
life, of initial intense relationships that didn’t last. In an assessment centre it
became clear to us that this person, engaging and charming as he could be
when he wanted to, was sociopathic. In team exercises, when he thought he
was not being observed, he cynically manipulated other participants.

We informed the leadership group that this person was a hidden liability
to the business; that he would always seek to do things for his own advan-
tage, rather than for the business. But they told us, ‘He gets things done. We
can control him and we know where we want to use him.” Of course, they
were deluding themselves. They couldn’t control him and by the time they
realized he was manipulating them, he had caused the company to lose some
real talent it couldn’t replace. In the end, the operations he took charge of
after his promotion had to be sold off at a fire sale price — to the company
he’d joined when he was finally rumbled! They were lucky, however. If he’d
stayed, he could have taken over a much larger chunk of the company and
perhaps brought it all down.

What goes on in the minds of leaders who ignore the warning signs of
a psychopath in the wings? No one knows for sure, but perhaps part of the
answer lies in the mythology of Western leadership - the assumption that
a leader has to be something of a ruthless bastard to succeed. It’s true that
studies of leadership often conclude that successful leaders exhibit more
than a trace of obsessiveness and determination in pursuing grand visions.
The distinction lies in where that obsessiveness is put into service. The
psychopath pursues a dream rooted in his or her own aggrandisement —
for example, creating the world’s biggest bank, or consultancy, or whatever.
The true leader is not interested in big, or even most profitable, but in a
vision that emphasizes, for example, quality and values. True, a psycho-
pathic leader may use the words ‘values’ and ‘quality’, as they would any
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other resource for manipulation, but they are tools towards a different end,
rather than the end in itself. When did you last hear a psychopathic leader
announce that their primary goal was to make their company the greatest
place to work?

In a recent conversation with a group of psychologists, who are also
coaches, a theme that caused some excitability was the ability of psycho-
pathic managers to manipulate systems such as competency frameworks.
Each of the people present was able to recall one or more managers who
was able to tick all the boxes in terms of demonstrating the required behav-
iours, yet was deeply psychologically flawed as a leader.

Why succession planning doesn’t work:
a summary

Many, if not most succession planning programmes are limited in their
effectiveness for a number of reasons. Among them:

1 They are overly reliant on line managers’ perceptions of their direct
reports’ performance. Yet research shows this to be an unreliable
predictor of future leadership capability (Alimo-Metcalfe, 1998).

A more accurate predictor is the view of the person’s own direct
reports.

2 They are embedded in inflexible competency frameworks that do
not take sufficient account of the changing demands of jobs.

3 They pin down jobs with detailed job descriptions and thereby limit
the range of people who are considered, or who opt to apply. Yet
the reality is that people shape jobs around themselves and their
own preferences, strengths and weaknesses. A more productive
perspective might be to define the outputs for a role and seek
candidates who can potentially transform it.

4 They take inadequate account of role evolution. Roles evolve to
fit the circumstances which influence them and which they are
intended to influence. When I ask groups of managers, ‘By how
much would you estimate your role has changed in the past six
months?’ often the great majority say that it has done so
substantially. In research I carried out a decade ago (Clutterbuck,
2000), funded by the European Union and what is now Exemplas,
I explored how teams managed their learning. It soon emerged that
there were many types of team and that two of the factors that
influenced team type were the stability of the task and the stability
of membership. While it is probably true that the majority of people
work in stable teams (ones where the membership and tasks are
consistent for a reasonable period), they are often also members of
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other teams where the membership and/or task is constantly
changing. And many employees work only in such ‘unstable’ teams.

They have inadequate definitions of talent, linking it too closely to
rapid and continued upward progress and perceptions of an ‘ideal’
manager or leader. These definitions may be too vague, or too
narrow, or paradoxically both at the same time! They fail to
recognize that people can be talented in the role that they are in,
and that expanding that role may be more beneficial all round
than placing them in a new role. (The link between impact on the
organization’s goals and hierarchical level is assumed, but often
questionable!)

They assume that high performers at one level will become high
performers at the next. The Peter Principle (Peter and Hull, 1969)
has been around for a long time, but it is easy to find examples
where the lesson has not been learned.

They do not take enough account of gender differences. Ambition
may be expressed in different ways in men and women. Men are
more likely to expect to pick up skills once they achieve a new job
role; women to expect to gather the skills beforehand. And as we
have seen above, people from different racial backgrounds may
have different career trajectories.

They ignore work-life balance as a factor in people’s decisions to
go for more senior jobs. So innovative solutions, such as job
sharing, don’t get considered. This limits the talent pool and has
a disproportionate etfect on the willingness of women to seck top
roles. One large legal firm admitted to me a while ago that it had
lowered the bar (so to speak) for becoming a partner, because so
many of the smartest and most talented employees would not
sacrifice their home life to adopt the life which they observed
existing partners to lead.

They leave it too late to give people breadth of experience as well as
depth within a silo. So when managers are promoted into roles where
they need to adopt an integrative, cross-functional approach, they
lack the appropriate experience and skills. While the stages of leader
mental development outlined in books such as the The Leadership
Pipeline (Charan et al, 2001) are helpful in defining generic ways of
thinking at different levels of responsibility, the foundation for this
different thinking needs to be laid down at a much earlier stage in a
person’s career. One of the most formative experiences for me was
having a mentor at a much more senior level who shared with me
how he thought about issues in the workplace.

They collude in the fiction that employees will remain for the long
term, when all the evidence suggests that they will leave after a few
years. This nostalgic hankering for the good old days when people
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stayed with the same employer all their working life tends to blind
us to the realities of the modern workplace. Having employees
move on has many positives. It opens up opportunities for others;
creates alumni networks which can be highly beneficial in terms of
future trade (ask McKinsey or any of its competitors); and former
employees are a potential recruitment pool of people who now have
additional, valuable skills and knowledge. Yet time and again, we
see companies treat people who resign as traitors — even in some
cases insisting that they clear their desks immediately. As a result,
much of the data on people in the talent pool is wildly inaccurate in
terms of their intention to stay; the penalties of honesty mean that
employees, too, must maintain the fiction that they will be around
for the long term.

They have a one-size-fits-all talent development process. Yet every
genuine high flyer T have interviewed, coached or mentored has
gained greatest value from learning and development opportunities
that they have created for themselves. They see well-meaning
attempts by HR to provide a generic development route as largely
incidental to their development. They do value informal
interventions that help them work out what they want and why.
Then they want either the freedom to get on with it on their own,
or specific, personalized development opportunities. They may need
continued support in making choices, but these tend to be from
informal routes, such as mentoring.

They take inadequate account of how ‘adult’ people are. Managers
show a wide range of levels in their socio-emotional perspective
(how they perceive themselves and their values in relation to the
world around them) and their cognitive ability (the level of
complexity, which they are able to engage in their thinking - 20t
the same thing as 1Q). It could be argued that a high proportion of
corporate failures and poor decision making is related to having
executives whose level of socio-emotional and/or cognitive maturity
is wrong for the role they hold. US-based psychologist Otto Laske
(2009) makes a powerful case for HR to be proactive in assessing
the maturity of executives and for intervening directly in helping
managers make the transition from one level to the next.
Unfortunately, seniority and maturity don’t always go together in
organizations!

They attribute too much of the success or failure of a team to the
leader (Martinko and Gardner, 1987) and too little to the people
around them and the context in which the leader is operating. (It’s
a lot easier to be a success in an expanding market than a shrinking
one, for example!)

They place people in boxes. Even if the evaluation of the employee
is accurate and they are in the correct box, this can create more

\
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problems than it resolves. As soon as the employee is boxed, his or
her horizons adjust accordingly and the performance level becomes
a self-fulfilling prophecy.

15 They have inadequate processes to define what is a critical job role,
where it is most important to have at least one potential successor.
In a large European bank, for example, the HR team found that
rigorous examinations of role criticality led to about a third of roles
being dropped and replaced by others.

16 They do not take sufficient cognisance of the differences in attitudes
towards careers and career self-management between generations.
Succession management processes tend to be designed by baby-
boomers, for implementation by Generation X and imposed upon
Generation Y. Many of the failures of succession planning can be
laid in part at least to lack of intergenerational communication
about expectations.

17 They focus on competency sets that represent idealized versions
of leadership, forgetting or ignoring that the most effective leaders
are often people who have flaws and are aware of them, but
compensate for them in the support networks they create around
them. Is it not remarkable that the leaders of business who we
remember positively tend to be the mavericks like Sir John Harvey-
Jones, or Archie Norman, who do not fit the mould? As a result, the
search for excellence tends to produce an environment that favours
the rise of conforming mediocrity; or worse still, manipulative
players who know how to play the game.

18 They concentrate almost exclusively on one side of the succession
process — the inward direction — and very little on the equally
important issue of when the incumbent is no longer the best person
for the role. Roles either change o, as in our case study of Andy
Bond, the leader reaches a natural point in their achievement cycle
when it is time to hand over to someone with a fresh set of talents,
strengths and perspectives.

19 They view succession planning as a linear system, when it is in
reality a complex;, adaptive system, Trying to control the
uncontrollable frequently results in simplistic solutions, which in
turn can only be justified by simplistic measures of efficacy.

20 Finally (although this list is far from exhaustive) current approaches
to succession planning are typically staggeringly ineffective in
creating deep engagement from stakeholders — line managers, top
management, employees (whether tagged as talent or not) and,
as often as not, HR itself.

These are all themes that I develop further in this book, along with sugges-
tions of practical alternative solutions.
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summary

In this chapter, I have attempted to capture some of the reasons why ex-
ecutives and many HR professionals are so dissatisfied with succession
planning — and, to a lesser extent, with talent management — as currently
practised. In the next chapter, I explore the difficult task of deciding what
(or who) is talent, and the practicalities of nurturing talent. If succession
planning is about putting talented people in the right place at the right
time, then talent management is about identifying talent and preparing them
to fill roles which the company needs to fill in the future — even if it is not
clear what those will look like, nor what they will demand of those who
occupy them. So the processes of succession planning and talent manage-
ment are mutually supportive and intertwined; or at least they should be.
And this is the starting point for the next chapter, which takes a deeper look
at the nature and purpose of talent management.



