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he record is there for all o

see: The best baseball teams

succeed on the basis of deep

bench strength and skillful
movement of exceptional players
throughout the system. And because
business leaders have similar ambitions
with regard to their management
teams, careful attention 1o execulive
staffing and development is essential
for organizational success.

The pursuit of leadership bench
strength is not a race for talent. It is
a steady, ongoing labor that requires
discipline, decisiveness, and responsi-
ble risk-taking. Succession planning
needs o be refocused away from
replacement planning 1o include a more
comprehensive set of assessment and
development practices that support
the entire pipeline or flow of talent.

In ten yvears of research and con-
sulting with more than 25 major
companies, we have observed varied
approaches to succession planning,
with sigmificantly different outcomes.,
This article presents ten insights
about the approaches taken and the

different results achieved,
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Thie Mew York Yankees and Atlinta Braves
buseball weams have competed brilliantly on the
husis of deep bench <trength and the develop-
men of exceprional players i their nimor-league
arganidations While occoasional championship
teans buy their way in with newly acquired
veteran tedams, the Yankees and the Braves have
demonstruted the power of relentless scouting,
grovwing the most-talented Birm teams, and skill-
Tully munaging the movement of plavers through
the system, with i constant eve on the depth of
bench hitters and the pitching in the bullpens,
They also cccasionally aoguire scasoned, star-
quadity players w (11 specific gaps, bal do so
as part of o larger strategy for building depth.
From 1991 1o 200, the Braves won their division
in all but one vear, while winning four league
championships and one World Series, The
Yankees won four World Series in the six years
between 1996 and 2001,

Business leaders have similar ambitions with
regard to their management teams. The leader-
ship pipeline hos received o great deal of atten-
tion for more than 25 vears (Walker, 1992
Mahler & Wrightnour, 19731 but most leadership
teams cin only dream about the Kind of depth
tha the perenntal champions of baseball (and
The General Electrie Company) have achieved.

In the mad- 1970 Walter Mahler wrone
Fuectrive Conrmire (Mahler & Wrghtnour,
19735, one of the First detailed descriptions of how
leacding corporations plunned for the replecement
of key executives, The book described the pric-
thces of Gl Bxoson and o hansd bl of others thar
had become “academy companies™ —in growing
Tutire leaders. Mahler amd Ted LeVino, the fommer
senion vice president of human resources m GE,
had worked together 1o develop many of these
practices: LeWino was quoted an length im Mahler™s
carly work, Succession planning, as it was known,
was i evolving business practice considered by
ot very stccessiul companies as an imponant
complenent o business strategy.

By the mid- 19805, many or most Forune
S coanpanies adopted programs that Iooked,
on the surface, like the GE approach. The key
iddens that dominaed thinking at that time included
the following:

I. Plannimg the career moves of execulives
prodluced improved resulls over opponumistic
selection,

2 Leadership wlent could and should be
amsessed, with regard to future potential.

3, "Uencral-management talem”™ could be identi-
fiedd relatively early in the executive carcer, and
development could be accelerated through
“planned inervention.”

4. Moving general managers aoross businesses
wiss henelicial in growing future CEOs,

While many of these ideas were widely adopi-
ed in company practices, by the early 19905 the
benefits of succession planning seemed elusive,
and many of the practices had grown burcaucrat-
ic and procedural-bound. In 1997 4 now well-
known consulting study on the “war for tlent™
{McKinsey & Co,, 1997} proclaimed many of
these practices had been a funlure, Executive
leadership, the study concluded, has been “the
most under-managed corporate asset for (wo
decades” How wis that possible?

Many companies have set out again to deepen
future senior-leader talent poals i their business-
es. Our research and consulting with more than
25 major companies over the past 10 years his
provided opportunities 1o observe varied
approaches to building greater leadership bench
strength, especially for general manager positions,
There are significant vanations in the resolts
thiese companies have achieved, The article
deseribes [0Hinsights we believe accoum lor
thuse vanations,

Why Succession Planning Often
Produces Little Change

Perer Drocker told us nearly 50 vears ago
(Drucker, 1954) not 1o confuse stalegic plun-
ning with forecasting. In talent management,
as in compelitive strategy, this principle is ofien
igmored, Many companies equate suceession
planning with replacement planning. Effective
suceession o tlent-ponl management concerns
itself with building a series of feeder groups
up and down the entire leadership pipeline or
progression (Charan, et al., 2000, In contrast,
replacement planning is focused narrowly on
idemtifving specific back-up candidates for
givien senior management positions. For the maost
part, position-driven replacement planning is a
forecast, which does little to change leadership
readiness. Put another way, little is different
after companies invest months in completing
detmled executive-replacement plans. In fact,
mist position-drven succession planning may
discourage change because the mere act of {ill-
ing in succession charts ofien produces o sense
of accomplishment,
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For many companies, leadership bench
strength — the availability of strong and deep
poarls of talent, able w asume a number of
varied leadership roles at various levels - is a
major business problem, which demands a break-
through chenge in the status quo, But many if not
most companies that initiate new cilent-monage-
ment practices do so without a ¢lear picture of
the cutcomes they seek. [t is nof enough to move
forward with o vague sense of “improving lead-
ership bench depth.” When new practices unfold
without & clear sense of what resulis must be
delivered, they become mere activity generators.

Rather than adopting the processes of General
Electric, IBM, or Citicorp, which have been
seated in these companies over many years, it is
olten best o start with a few key practices likely
1w produce mngible results, geared o
the needs of the company. The CEQ

should work with HR leadership o When new

define a clear set of outcomes and

bosses, building layer-by-layer toward o chair-
man's review, It is apparent to those who have
sl in on of these sessions that they often
become stilted, sdministrative tasks that line
managers dread (Leibman, et al., 19963, There
i5 always o corporste calendar and the objective
is often reduced 1o meeting administrative
deadlines so the “chairman’s review™ can be
performed on time. One senior HR officer told
the author that in his company, many line man-
agers simply update forms from the previous
year o satisfy the wsk. Little value is adé
There are several reasons why this administra-
tive trdition does ot produce change in readiness
or exccutive thinking (Leibman, et al. 199%): Fira,
annual reviews are simply not frequent enough,
They are events rather than ongoing processes by
which decisions are madle, actions are
taken, and results are checked on a
continucus basis. Second, the annual
nature of these reviews causes them (o

targets for the process, An analysis CLER S LU (i imcchanical, and short on quality

of current strengths and weaknesses
vsually leads to some clear lnge
areas. (In many companies the initial

target for change is general-manage- results must

ment bench depth.) A set of three-
vear oulcomes should be drafued,
and debated among the senior lead- By
ership team, guided by the CEO.

Examples might include expectutions

regarding the number off “ready- generators.

now” candidates for GM positions
(possibly differentiated by business
segments), or strengthening the quality of scien-
tific leadership in Research & Development, or
schieving a level of retention among screened
high-potentinl marketing leaders.

In order 0 produce a change in resulis, deci-
sions must be made and actions must be taken
that alter the natural course of events, As in
elfective business strategy, effective talent-plun-
ning amounts to making choices today for the
purpirse of cha
Than brings us 1o the second insight.

ng the OUCOme [HNOITow.

Why Annual Organizational Reviews
Should Be Replaced with Ongoing
Dialogue

The “AOQR" or annual organizational review,
active in many companies, i5 just what it sounds
like. It is an annual event, typically amounting 1o
luyers of managers each completing paperwork
aimed ar holding a discussion with their respective
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sense of what

be delivered,

mere activity

without a clear dialogue, Because they are annual, a

mass of organizational and individual
data must be reviewed in short periods
of tnme. Sadly, much of the best dia-
logue is lost in the preparation
process, often sheltering the senior
executive from the real story. Third,
the discussions are woo-often one-on-
one conversations (with one's boss,
supported by the HR officer), limited
b reviewing forms that were prepped
in sdvance, These reviews do not
engage a business weam in an open, candid man-
ner: there is no shared agenda, so action is more
difficult 1o take after the review process

At PBI Corp. (not a real name) the manage-
ment committee spends one full day together
cach quarter comparing, rating, and ranking o
field of seven key leaders against 30 1o 40 others
previously evaluated. Development plans are
identified for cach of the seven current condi-
dates. At the next quarterly review, sponsors will
report back on how the candidates reacted (o the
feedback they were provided, and in six months
the same sponsors will report on what develop-
ment actions have taken place, Plans are altered,
brokered
from unit A o unit B o broaden candidates”
exposure 1o the business, Commuittes members
agree to act as coaches for cach others” candidmes
when it makes sense, And decisions are made 1o
fill specific gaps with external hires — gaps that

as events change, and talent is active




wotild take oo long 1o fill through interal
development,

PRI Corp. ises lew suecession or replacement
chisrts. [ts annual review is nothing more than
o summary prepared for the board of directors,
There is a growing bench of current and fulure
leaders, managed across three differem talent
pivls, among three levels of leaders, guided
by the COO und an executive team that has
totul visibality into those pools.

How the Politics of Talent Limit
Outcomes (Solving the Operating
Governance Problem)

The politics of talem munagement is not sulli-
crently understood, and needs 1o be conlronted
maore openly in most companies. Like most ather
change initatives, building leadership bench
stremgth b= fraught with operating-governance
questions {Corporate Leadership Council, 1998)

the Fumdimental being: who owns the talent”!
While it may be apparent that the top 2000in a
liarge conporation (or some appropriate number
of key leadersy should be managed (rom the cen-
ter, CEOs are sometimes reluctanl o confron the
mwatter davectly, m order o avord mterfenng with
the sense of sccountability among division heads
INadler, 19951

I one very decentrulived company we exam-
ned, formed largely through o series of mergers,
imegration wias o chiallenge monearly all facers
of the emerprise. Physical assels were leveraged
no mere than key people assets were in this
company. The mew CEO found it o dounting sk
tor challenge the politics of talent management.
Adter several Gilse starts anmed ot eam reviews
of the 150 executives across its seven businesscs,
he decided to postpone the initiative and focus
insteand on integrating some of the key opera-
tional processes,

I comtrast, the head of PBI Corp. placed the
talent agenda ot the wop of her prionties, follow-
ing a major reorganization, Histore norms @ PRI
were il adds with her intent 1 see her manage-
ment feam candidly working together to assess or
calibrate each other's potential replacements. But
the culinre-chunge und the team-building effects
of Torcang the managemen! commniee 1o work
together as an assessment und development
forum wene enormons, a5 she knew from a previ-
OUs CXPTICHee.

Who owns the talent is only one element off
the politivs that must be confronted. At PBI Corp.,
as in many companies, when the management

commintes began joint “calibration meetings" o
agree on ratings and rmankings of key players, i
wirs an uncomfomable process to say the least.
Here's the tvpical scenario when executive teans
begin working colluboratively o differentiane
key potential leaders, and to plan development
ovEs:

l. Exccutives charsctenise therr own candidates
i overly positive terms,

2. There is a general lack ol candor evaluating
another officer’s candidite (for fear someone
might b cqually candid assessing one of vours).
3. Members distrust the judgments of ohers
timcluding aorbuting motives, ke “passing the
tra=h™ to other parts of the busimess),

4, Running conflicts among the teim memibers
leaed 10 cheap shots about others” candidines

5. An executive (ar more than one b assunies an
mtimidaitimg posture os an offensive or delensive
device.

f, Information about the best plavers is held
bunck im o efTor o proiect dssets nenibers
helieve they own,

For chunge 1o happen, leadership teams
should work through these practices on a reguo-
lar haisis (an beast two o three times per veard
with skilled facilitation from the HR officer or
hisfher designee. Executive teams learn by
doing, and doing this work drives more change
thian most activities in which leadership teams
engage. Al PBL o year into the process, the
exccuive commitiee behuvior was substantially
mere productive.

Why the CEO Must Set The Talent Agenda

GEs retired chairmun, Juck Welch, writes in
his recent biography (Welch, 20014 “For u guy
who hites bureaucracy and rils agoains . the
rigor of our people system is what brings this
whaole thing to life. There weren't enough hours
i day or @ vear o spend on people.”

The CEO in a 530 hillion company recently
told his chiel HR executive than he hud just
finished reading the Welch biography, and tha
he was intrigued by what Welch characternized us
the GE “people fuctor” He was very surprised,
however, at the apparent amount of time Welch
invested in people reviews and planning discus-
siong, “How could o CEQ possibly spend «o
musch time doing that work ™ he argued.

No CEQ would say <he was not ingerested
in succession plunning or executive hench depth,
At some level. succession is critical w all chiel
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executives, IF only 1o satisty the demands of
haard comminiees (Charan, 9995, Rothwell,
20003, But the demands on the CEOS time are
enormotts amnd the best intentions often give wiy
oy e reent Gand less ceatcal ) maners, Maijor
division heads of lurge multmationals bear
sinmlar responsibilities in their units, anad the
sume pressures on time ofen mi their role

in lese prociices.

People development is. like most erivical
priorities, a matter of corporate culture, The
lop exsecutive must sel those norms, and does
sor by investing personal time and energy. The
discipling and routing, matter-of-facl manner
thiat Welch emplosed in the haed work of bench
building made it <0 powertul,

Wi havee already discossed the impomanee
of defining a clear purpose and set of objectives
for resulis the process will generate. The chiel’
executive should also lay ow a set of principles
or philosophies that will guide the work, These
principles should be unequivocal statements that
directly confront political dynamics that block
elfective cross-business collaboration on the
talent agenda. Warner-Lamber s HR senior Tead-
ership team prepared a set of principles as part
of s redesign of i, practices. The first principle
stated: “Talent across the company is managed
for the lurger interests of the company. Our
divisions are the stewards of that alent, and
company-wide interests prevail.” Strong, clear
statements of this nature should be debated vig-
orously among the senmor leadership team, to
gain understanding and buy-in. But the CEC's
psition on the issues should be clear, The scarch
for common pranciples may well include debate
st these and other issues:

1. Expectations regarding the differentistion

of talent

2. The role of line leaders in the development

of peiple

3. Philosophy regarding the movement of people
aoross Businesses and [unctions

4. The role diversity will play in statfing strategy
5. Behels about hiring for potential versus hinng
fioor position

6, The role of HE leaders

A robust talent agenda begins with high stan-
durds, and the CEO cannor delegae thn leader-
ship. It 1= his or her agenda, Over time the nature
o the standards directly inlluences how mobust
the agenda remuins, At o large capital equipment
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company we have obwerved for vears, group
executives hegan o treat o previonsly effective
suceession-planning process as an admimisirtive
tisk ais @ resull of subtle signals from the CEO.
Three of its 40 product divisions werne stafled by
mediocre general managers who survived repeat-
e annual reviews i which they were mited i
lower performers. Two ol them were in small,
seemingly less importont divisions, but by
b b place they were blocking general-
management development opportumnities for high-
Iy promotable imdustroal-marketing executives.
The two marginal GMs were long-time col-
leagues of the CEQ. and executives soon per-
ceived he was protecting them, Only with the
retirement of the CEQ were the two GM roles
filled with stronger players, The next CEO
immediately eliminated his predecessors suoces-
sion-planning process o make o point, and only
Tater introduced Nis own sen of proctices

Why Assessing Potential Is So Difficult

A number of assessment iechnigues are com-
monly wsed by companies. Regardless of speci
tnctics employed. multi-sounce ritings clearly
renain the most elfective (Byan, et al., 19AXE
Cuber, 1 al., 20000 As others have observed, oo
often companies rely on g simgle manager’s eval-
ch leawds tor huales
effects and other problems, {Leibman, et al.,
1996), The best assessment alternatives CRgage

ation of candidate potential, w

the senior leadership feam, i consensus-orgnt-
ed, forced-choice comparisons of a field of futere
senior leaders, sometimes relermed o as calibra-
tion commitices,

Development patential s ol casy Lo measure,
but executives and their compamies can di i
much more effectively, Calibration commitices
must evercome two stubborn problems in their
assessment work: One is the lock of snention o
the imporance of tangible accomplishments in
the measurement of curment performance, The
other, paradox , 15 over=relianee on the
truism that past accomplishments predict future
performance, Each deserves attention,

In assessing leadership potential, an objective
evaluation of past accomplishments is cntical in
calibrating the importance of specific levels of
competency. It s clear that past accomplishments
predict future pecomplishments (Jugues, 1989).
It is striking how often senior executives respond
to direct guestioning about a candidate’s accom-
plishments with conments such as; “She is very




EXHIBIT |

Documented Accomplishments

bright and very strategic,” or “he has done o
great job of winning the support of the manage-
ment team.” In completing more than 250 execu-
live-assessment interviews over the past 10
years, we are often surprised how few executives
can list tangible, specific accomplishments for
their direet reports, achieved over a two-to-three-
year penod of time,

But a second measurement problem persists;
overreliance on the predictive power of past
achievements, This problem needs 1o be under-
stodnd bevond the platitudes of the Peter Principle,
Past accomplishments do in fact predict a great
deal about future accomplishments. (See Exhibit
I3 Bt they predict a candidate's future potential
primanly in the context of future roles that may
be bigger, but not dramatically differem from the
candidute’™s current position = that is, for roles
that demand a similar level of fask complexity
(lmgues, 1989).

Executives must make judgments about candi-
done fitness for roles that reguire step-function
increases in ability o manage complexity, To
predict potential o perform in @ higher “hand”
of complexity — such as a move from functional
uanagement o general management — assessors
must distinguish differences in processing speed,
Judgment, and other personal charactenstics upon
which past acommplishments shed litle ligh.

Competencies that May Be in Evidence

m Willingness o be held accountable
w Achicvenent drive

® Large-team beadership

m Mokivatimg ihers

m Creativity
m Strategic thinking
m Market or comimencial knowledge

® Decisivenesa/mental ioughness
® Follow-through & attention 1o detail
m Process knowledge & skills

w Influcnce skills
= Soall-team leadership
w Planning and orgumdzing

The carcer-crossroads model (Mahler, 1986;
Chuaran, et al., 2000 ) provides a lucid way (o
think abow these dramatic shifts in imellecmal
und emotional demands that major career changes
require. Eoch crossroad, it angues, represents
one of these step-function changes, which can be
anticipated and planned for, In order o estimate
the success of a leader in o substaminlly “more
complex” role, judgments must be drawn from
obzerved behavior, The ability w0 manage com-
plexity is only one dimension, but an important
ome, which sittempts w define a set of imellecioal
and emotional abilities that apply 1o business.

Ability to manage complexity is a key “differ-
entiator™ within a given field of candidates in the
sense that it tends 1o be “hard-wired,” and difficult
1o develop or train.

Senior leaders, in selecting future sentor lead-
ers, should have a clear sense of the complexity
demands of key leadership roles, and should
become adept ol observing the behaviors (as well
us the sccomplishments) signaling that @ particu-
lar candidate demonstrates a key leadership
presence. Executives do not need 1w know all
the subtleties of these models, but they do need
to understand the basic notions, Members of an
executive (assessment) team need to work wath
common vocabulary and o calibrated sense of
shared standards
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Competency models were a fresh idea 20
years ago that should have helped in the mea-
surement problem. Unfortunately competency
models became enormously complex and often
overly process-orented. A top HR excecutive
recently said, “We need to get out of the compe-
tency business, Our executives can’t relate (o
competencies.” His frustration is an understand-
able reaction (0 the complexity that has evolved
around these models, yet most executives can
relate to competency dimensions when they
remin simple, and when they are used in practi-
cal ways — not fo measure performance, but skill-
Juelly tee make judgments about futiwre potential.

As Tor performance appraisal, as we know it,
there is little point in most companies rying o
“integrate” those practices into the succession
planning process. The pressure that
compensation administration places
on performance appraisal encournges
distortion, and the time frame for

Many executives

definitions and calibrating standards. As compar-
isons among the candidates are made, and as real
candor is coaxed from the group, commaon mesn-
ing is Ninally reached. It is not unusual for initizl
calibration sessions to last several hours just to
reach agreement on the ratings and ranking of
three or four camdidates.

It is best to establish an environment of ¢xper-
imentation, 1o note that ratings of the candidaies
will be re-adjusted as more candidates are
entered into the forced-comparison dialogue. The
tools will be scrubbed, as the team gains experi-
ence with them. Over time, more emphasis can
be placed on identifying development actions to
fill assessed gops.

At PBI the management committee met once
per quarter for 18 months (o complete calibrated
assessments of 30 key leaders. At the
end of that time they discovered the
ratings of the last 10 condidotes were
substantially lower than the ratings of

gppraisals is oo short o shed much believe people- the first 10, Tt became clear through

light on the assessment of leadership | PPy

potential, This is often ol a popular
point of view, but it is usually accurate,

and most

How Senior Executives Learn

intuitive task,

discussion that their standards had
become higher through the process
of repeated day-long talent sessions.

senlor {They discovered that the standards

of their direct repons had also been

to Assess and DE"E’DPTEIE"'; A A ruised, us they hud begun o imple-

lhere 15 no more important gen- own intuition

highly. But

eral-management skill than selecting
the right people for the right jobs,
Many exccutives believe people-
selection is an intuitive sk, and
mawt senior leaders rate their own
intuition highly. But assessment is a
skill that must be developed. Once
the tools and skills are mastered, they are
transferable, but when an executive joins a new
management team, standards must be re-calibrated,
Ihe best way for an executive team to learn
a common vocabulary and o share a single set
of standards is 10 work and stroggle through the
Liask together in real ti
team o gain an undersianding of the ments of
an assessment discipline is to try it An executive
team should idemify five or six inmernal candi-

The only way fora

dates who may have the potential 1o succeed
members of the team, amd, with skilled fecilitation,
begin to work a8 @ group o rate and rank them,
with the aid of some carclully considered tools
(Corporate Leadership Council, 1997), Well-doc-
umented criteria are necessary but not sufficient,
The goal is consensus, and the eam cannot
reach consensus on its indings without debating
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assessment is

a skill that must

be developed.

ment the practices within their
respective teams.) But the calibration
sessions became far more efficient
With a common vocabulary and a
new sense of confidence and newly
eamed trust in the judgments of their
colleagues, talent dilferentiation

had become a shared competency.
As members of the PBl management commitiee
chunged, each successive newcomer leamed the
process and expectations,

As importantly, the PBI semior leadership
team had discovered the culiure of the company
had begun to change, While much work
remained o be done, the “talent ethic” hod
hecome o genuing aperating norm in the bosi-
ness, much as the chief executive had hoped.

Why Executives Should Not Develop
Their Own Successors (and Why
“Executive Continuity” Should No
Longer Be the Point)

It is intwitive tho exccntives should be
gccountable for talent development, But it is
simplistic to charge cach key lewder 1o select and
develop his own replacement. The exception is



EXHIBIT 1

Product/Service Innovation w Marketing-focused general management
m Mew product champions clevated
® RE&D lenders requine customer exposure
m More cross-business exposire
& Decp bench strength
Process Innovation » Techaology-capable general management
{Core and Enabling Processes) w Deep knowbedge of the business & industry dynamics

& Thought leadership from curside the company
m Emphasis on managers with process & managenial disciplines & traits

Delivery Innovation
{Channel, Brand, Customer Experence)

® Doep consumer-focusead general management, or
m Aliernate chanmel depth (e.g.. web entreprencurs)

m More external hines — scarch for disparate skillsknowledge from
other indusiries
m Sewrch for midical innovators and cultisne change leaders

Business Model Innovation (Financial
Model, Networking, Partnerships, eec.}

® Risk-orieniad generl managemem
w Deal-deiven, ventur: capital or JV-experience

u Elevate radical innovators

m Extemsive exiemal relationships managemen in capial
& olber environments

"Basal oh L Keghey s prowii-chosoos maodl,

the CEO, and even he or she must work with the
board to build support for lesding candidates.

The very notion of developing one’s own
replacement implies that the judgment of the
incumbent leader is the best judgment. But exec-
utives afien select and develop others in their
own likeness, In any case, it is important to eval-
TG EVErY execulive VACANCy 45 an oppariunity
1o search broadly across the organistion for the
best availuble candidutes, To narrow that search
to candidates who have been hand-picked and
mentared by the previows leader is an unneces-
sary limitation, and often a misike. There is a
natural tendency for managers (o select succes-
sors in their own likeness (Leibman, et al,,
1996, In today's business environment, that can
be dangerous, In contrast, at GE when a vacancy
pecurs in a bonus-eligible leadership position
within the lighting division, a search across all
of the other divisions is completed in order 1o
prepare o slale of names.

In some cases the businegss challenges facing
an executive change substantially in short peri-
ods of time and a completely different profile
may be required in the successor — a profile the
previous incumbent may never have considered
(Guthrie & Data, 1998),

Today, “executive continuity” is often not the
right ohjective. When pressure to grow the busi-
ness produces significant changes in strategy,
changes in leadership models are necessary.
Strateey writers (Hamel, 20000 argue persuusively
for the importance of making clear, differentinted
grivwth choices for o business. Keeley (194949)
has defined four highly differentiated growth
paths, and makes the case for focusing resources
imensely on distinet choices, (See Exhibit 2.) As
an example, when the growth path shifts (in a
mature business) from chusing the next inmwvation
in product performance 1o 3 strategic commitment
to building brands, changes in culture are critical,
Estblished leadership traies, skills. and knowl-
edge, or “overemphasis on organicational wenure
may pose a significant downside risk” (Guthrie
& Dhastta, 1998,

In a major U.S.-based multinational, White
Cioads Inc. (nod the sctual company name), the
tadent process has been used for years (o force
periodic changes in leadership. When the essence
of the business strategy shifted from product
maunagement o consumer branding in this large
multinational. the CEQ forced many “discontin-
ities” in leadership through quarterly talent
dialogues, and was disciplined about continuously
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EXHIBIT 3

Crossroad # &

Crossroad # §

=
Soufcs: W, Mahler msd 5. Divodicr, 1986

applying a tough performance curve onlo
incumbent rankings, The culture shifted dramati-
cally 1o one of high performance expectations,
But vears into the process it became apparent
that leadership hiod not placed enough emphasis
an bringing new blood into the pipeling from
outside the company. The industry operates on
slim margins, and while the standards of perfor-
mance were high, the level of investment was
naM, and as the company rounded the corner Tor
ils meX1 major competitive initintive the bench
was nearly empty.

How General Managers Are Grown (and
Why Early Differentiation Matters)

The acid test of how much value is added by
bench-depth programs is the question: What has
changed is a result of painstakingly differentia-
ing the future potential leaders in the business?

The point of differentiating levels of futune
porential is not to anoint the next generation of
leaders or even to forecast likely successors, The
print of differentiating Tuture potential is o allo-
cute scarce development resources o the wrgets
that are likely 1o bear the most fruit, The devel-
opment actions that have the most impact build-
ing future general managers are those simed at
giving target candidates continuously increasing
levels of responsibility, at the right-time inter-
vals, in a series of tough, but manageable jobs -
roles that are likely 1o develop greater abilities
tiv manage business complexity — supported by
fregquent feedback, Mahler and Drotter's early
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research into the careers of general managers

led 1o the creation of the previously cited caneer-
cromsroads model (Mahler & Drotter, 1986), The
path to the CECQ role is a senies of highly vaned
experiences that occur berween each of these
crossroads, (See Exhibit 3,10 With the exception
of rare prodigies, shortcuts or by-passes around
these crossroads are ill-advised. While there is no
sed prescription for the time that execulives
should remain within each of these levels, leader-
ship development occurs from real and sustained
accountability dunng each of these sojourns
(Charan, et al., 2000 ).

Early identification of GM potential is not
about playing favorites with younger wlent.
it is about inereasing the odds that a number of
talented people will gain enough of this diverse
experience (because il tikes time) W0 succeed, (o
demonstrate results, at each level, These devel-
opment assignments are always in shon supply,
a0 early differentioton is crtical.

Individual development plans are often writ-
ten down in performance appraisals or in annual
organization review documents, and nothing
is more frustrating (o line and HR leaders alike
than the lock of substance and follow-up in
these plans,

As managers move upward, crossing bands of
job complexity, dramatic shifts in intellectual and
emotional capabilities are necessary. This is the
nature of executive development. The develop-
ment of future senior leaders depends not only
on new skills and knowledge, but on changes in



insizht, behavior and work vailues (Charan. et
al, 2000 1 For o given executive, deselopment
toward the next major carger crossroad depends
on demonsteated willingness o reallocate time,
o change the way one attucks problems, and o
view the new or prospective role as fundamental-
Iy different. The move from functional manager
o general manager may be the waghest of these
iminsitions 1o be made.

The root cavses of our frustrations with
development planning (or future senior leaders.
and expecially peneril managers, come down
10 these:

I. Namrow development objectives of o limited
mature ignore the shift thir must ke place.
2 Munagement education is over-used as
solution 1o developing business leadership
know-how.

A Senior execmtives rarely hold developing
leaders accountable for these larger shifts in
behavior, values, and perspective,

Ada New York City-hased consumer brands
company, the CEC had lost confidence in an
executive he had promoted. The new group pres-
ident had been a firmer sales executive. Her
drive, sules skills, and relationships with retail
pariners caused the CEOQ w promote her,
Eighteen months into the role, the young execu-
tive received 360-degree feedback and was
coaiched 1o gain more of i sense of what it meant
1o lead a large organization, She was advised 1o
deploy objectives across the business, staff and
baild an organization that could deliver resulis,
and rely less on her own significant talents to
bail out the P&L sttement every guarter. The
CEO agreed with the 360 assessment of his
group officer. but also relied on her selling
skills. Her ability 1o cajole the numbers out of
the retailers each quanter kept her in the role,
until o major, buman crisis ocedrred in the com-
pany, which required wisdom and sensitivity,
There was no way 1o mask the insensitivity she
demonstrated wward people during the crisis.
Her “leadership efforts™ to refocus people’s
attention back on their work and the business
ohjectives after the cnsis rang hollow, and seri-
ous morale effects developed at all levels of the
large division she operated. By not helping her o
develop true gencral-management breadih and
judgment. the CED helped 1o enable the group
president’s failure in the role,

Why Accountability and Feedback Matter

In the best talent-manigement programs,
risks are taken to move people through assign-
ments, But when planned intervention occurs,
mepstrement must follow, and feedback should
be frequent.

T the mid-19940s, the CEO of a large welecom-
mumcations company was concermed about the
[k of performuance orientation among semor
leaders in the business. An external dssessment
and coaching program, conducted over three
wears Tor 38 officer-suceession candidares, had
begun o reveal some interesting dynumics, The
first reluted o the time that key promatable lead-
ers remained in positions, The chairman and the
chiel HR officer were both surprised by the dis-
covery that the norm was about 18 to 24 months,
and often less, Management assignments wene
lengthened to minimums of 1wo or mone years,
as accountability received greater focus.

The second discovery was revealed in post-
interviews following the extensive, three-vear
assessment-feedback program with the 38 suc-
cession candidates. The interviews revealed some
interesting findings about feedback and high-pro-
mstuble executives:

1. More than three-gquarters of the panicipanis
indicated the assessment feedback [rom the
consultant was the first substantal feedback
experience in more than five vears. (One-third
of the candidates were told for the fiest time
by the consuliam of potential “career dernilers”
others observed in thewr behaviors. b
2, More than two-thinds indicated they ook
tangible actions w improve skills and knowledge
or to chonge their behavior as a result of the
feedback,
3. More than two-thirds indicated they desired
more feedhack from their boss and indicated he or
she currently demonstrated one of the following:
a. Low willingness 1o give feedback or couch
b, Low standards in evaluating competencies
and praclices
c. Lack of candor in feedback (even in the
face of assessment resulis).

The CEO was surprised at first 1o find that so
many senior people were so interested in feed-
back (at this level is it really necessary?), and he
acknowledged that his own style did no demon-
strute much attention in this regard, The insight
led him w experiment with feedback o his own
team members, as well as high-potentials in the
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business, The new expectation soon became
very obvious, and his own coaching skills

bea

[+ {|IIiI|.' elfectve, Soon, innovations in
the executive compensafion program were intro-
duced 1o assure the impact on busingss resulis
of ull VP-level players was evalvated beyond
asingle year, Development assignments were
wentified, and expectations were made ¢lear
with regard to sustained results and time-in-
position for developmental mcumbents,

The performance orientation was changing
along with many of the leadership developmem
practices across the CoHmIpany

What Great HR People Do to Help
Build Leadership Depth

The CEO and other senior line executives own
the outcomes of talent development,
but HRE execulives own the process-
es. In companies like GE, Coca-Cola,
Colgate-Palmolive, Honeywell
(Allied-Signal). and Citigroup, tnlent
is the center of the work that HE
people do ut nearly all levels of the
husiness. The HR Tunction must be
organized to do this work effectively,
while casting aside many other
urgent but less important tasks,

The role of human resources as
strategic partners is well-documented
{Ulrich & Beatty 2001: Michaels, et
al., 206 ), With regard 1o the talem
agenda, the critical pieces of HR work are!

executi

B Diagnostic assessment

®  Thought leadership

®  Process, data, and technology management
m Network building

Dringnostic thinking is the core of strong HR
leadership (Kesler, 1998). The most cffective
approach to rejuvenating these practices 15 often
action research into current strengths and gaps,
which encourages experimentation with new
practices. Eventually these practices muost he
documented and mstitutionalized, but the initial
emphiasis should be on making wngible improve-
ments in results rather than deploving elaborate,
procedure-oriented methods.

Oine of the most impressive solutions that an
HE team can bring (o the business is robust data
aboan people, and none more powerful than reli-
able assessment data on key leaders. An activist
HE team will be known for strongly held views
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The CEQ and
other senior line

5 OWn

the outcon

of talent develop-

ment, but HR
executives own

the proc

about key talent in the business, and thiat is
appropriate. They should ariculare their own
informed, fact-based opinions about the candi-
dates in the appropriate forums, But they should
ilso provide professional assessment resources,
both internal and external, to suppont line-=man-
agement judgments about leadership potential
Ohce these data sources are defined, HR leader-
ship must develop the information technolozy
toals 1o put the data o work.

[t is tempring 1o discard the stereotyped polic
ing tasks for which the personnel department was
once known, bul human resources must design
d deployment process, then exernt strong control
over the practice by which imternal searches and
candidate slates are generated when there are
vacancies in key positions. Candidate slanng
forces a company-wide search for the
best candidates - not alwiays the
“ideal candidate™ for the opening, but
candidates who will be successiul
and who may have the highest poten-
tial, including minorities and women
Without clear standards and controls
on vacancies at the key-management
levels, little or no progress is made in
growing the bench. Acting as a
pricess owner also means assuring
integrity of the process, including
the objectivity and balance brough
1o tulent assessment,

To avord falling imo the role
of king-muker or political broker, HR leaders
should avoid dominating staffing decisions aml
direct the dialogue back to the leadership team,
when appropriate, They should remain as trans
parent as possible with peers about ther pomnis
of view, and avoid alliances that create factions
within the leadership team. Most of all, they
must be leaders o avoid barg;
compromises in selection standards o meet
short-term ohjectives,

In large multinational companics, the nature
of the corporate staff role versus that of HR pro-
fessiomals in the business units remains murky
and rroublesome in too many cases. The reasons
are not just political, Often the problem s o
ereater lack of clanty about the operating
philosophies of the corporation. The finance
function and other sl organizations often strug-
ele with the same confusion. At the heart of the
manter are questions about centralizabion versos
decentrulization. degrees of operating autonomy

ng or allowing



Measuring the Im
of Su:cesg.iun Flmﬁm;;

An artifact of legacy succession planning is
the supposed benefit of being able to know
who will step in if the boss is laid to rest by a
milk truck. While a list of likely replacements
helps reduce the anxiety of board members,
the effort to identify them offers litte value in
developing future leaders.

By the same token, when companies
attempt 1o measure the impact of these pro-
grams by tracking the number of times that
vacancies are filled by candidates identified in
succession planning, a mistake is being made.
The assumption here is that the objective is
to be accurate at forecasting,

This, in fact, is not the objective. Rather,
the objective i to invest in a carefully selected
group of people with patential, in arder 1o
maximize real competition for target posi-
tions. VWhen vacancies occur the succession
lists should be reviewed, but leadership
dermands and candidate assessments change.
If the process has added value thers may
well be a number of candidates (rather
than replacements) who are now ready for
consideration.

for the P&L units, and the question of how staff
units aukd value o the business,

It is clear that corporate human resources,
working with the CEQ, must s¢t the driving
purpaose, the core policy, and the standards for
measurement for talent management. But more
role defimtion is needed.

The obvious way to distinguish the role of
corporate and divisional HR stafl is 10 segment
the wlent pools: To make corporate HR stait the
stewards for incumbents and potential successors
ter the 1op 200 positions (or whatever the appro-
priate number is, given the size of the ener-
prisel. Business-unit HR people commaonly
assume the same role for the next two or more
levels down in the business. This can work, but a
number of other matters must be soned out if the
result is going 1o be a continuous flow of talent
through the pipeline. Another way to distinguish
the roles of corpomte managers and divisional
managers is w0 sort specific responsibilities with
regand to talent supply and talent demand,

Coca-Cola HBC, the major European bottling
company, operates within 23 highly decentral-
ized, country-hased operating units. Its senior
management commitiee has made it clear 1o the
operating units that talent is one of the few
“center-led” business processes, imended 1o pro-
vide integration. The central HR function has
creatively pieced together a set of “talent devel-
opment forums (TDF)L" a network of operating
management commitiees that ane assigned
ownership for specific mlent pools. The wop man-
agement commitiee owns the conntry-GM TDF
and completes all assessment and development
planning for noaminees into the pool, through a
full-day. quarterly calibration session. They are
managing clements of both supply and demand
for general management talent,

Al Coca-Cola HBC, two lower-level sets
of teams focus on talent supply: cross-country,
functional teams focus on identifying key
prosmatables in information services, opetations,
product sourcing, and finance; and o set of
country-based committees assess the feeder
group for the other wlent forums, and assure
that development plans are actively managed
for the highest potential players,

The visibility of talent scross this far-fMung set
of coumry-hased units is exceptional. As candi-

dates are nominated into the general management

pool, they are imvited to come o the company
hesdguarters o interview with the members of
the management committee. Data from those
interviews are “integrated” i the generl-man-
agement TDF sessions, along with sponsor
assessments and outside assessment data, The
HR officer guides an active dinslogoe i each of
the guarterly sessions about current and antici-
pented GM vacancies, and because the managze-
ment committee has built its own vocabulory and
well-calibrated set of standards, they are highly
collaborative in striking moves that will benefit
the greater objective. These multinational execu-
tives are avid consumers of the outputs of the
system they have created, but they also behave
like investors, anxious to pull more human capi-
tal through the pipeline.

Whit may be most instructive about the role
of human resources st CC HBC is the skill with
which the HR excoutive chollenged and cojoled
the CEO and his team o invest time and ¢nerey
in the work, enriched by a continuous flow of

practical ideas and resources. She acted as a cata-

Ivst Tor change, and constantly worked (o build
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the network, refusing to allow the work 10 become
primarily the domain of Human Resources,

Conclusion

The pursuit of leadership bench strength is not
a race for talent. It is a steady, ongoing labor that
requires discipline, decisiveness, and responsible
risk-tuking. The solution to the gap in leadership
hench depth is o clear and pervasive leadership-
development agendn, managed over time, by
executive teams at the top of the corporation
and at the wp of each of its mipor operating umits,
In addition 1w embracing effective tools and
processes, senior leaders must adopt a mindset
about talent in which:

I, Talent is a constant prionity in decision-making.
2, Blocks of time appear on the management
agenda contineously, not annually,

3. Difficult judgments are made that differentiate
people.

4, Development is not an off-line activity, but the
result of placing talented people in the right stretch
assignments, supporied by effective bosses and
coaches (and occasional education or training).

The concept of “seecession planning”™ needs o
be refocused away from replacemen planning to
include n more comprehensive set of assessment
amcd development practices that support the entire
pipcling or flow of mlent, from entry-level cam-
pus recruiting through general-management selec-
tiom. In addition w the insights outhined in this
article, companies must become mone aggressive
in continuously recreiting new talent into the
business, and must become more creative in
rewarding and retaining the highest performers.

Mew results begin with new expectations.
Few results are more important o sharcholders
of today s large and small companies alike, than
the next generation of leaders who will guide
our companies forward.
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Endnote

L. Elsint basgaes presemied o neseunch-hased mosdel ths charscienecs
seven hands of wonk complexity. which exist in the nature of all
Larpr Imisiness coganizainms, His comoop of conmplesity-manapement
provides an epevaliomal definstion of cignitive ability, as par of

an imegrated roded of cnganizaiion design snd kadendip. It is

a conirwrersl bul imporam peece of wrek



