
www.hbr.org

 

Developing Your 
Leadership Pipeline

 

by Jay A. Conger and Robert M. Fulmer

 

Succession planning and 

leadership development 

ought to be two sides of the 

same coin. So why do many 

companies manage them as if 

they had nothing to do with 

each other? 

 

Reprint R0312F

http://www.hbr.org
http://harvardbusinessonline.hbsp.harvard.edu/relay.jhtml?name=itemdetail&referral=4320&id=R0312F


 

Developing Your 
Leadership Pipeline

 

by Jay A. Conger and Robert M. Fulmer

 

harvard business review • december 2003 page 1

 

C
O

P
YR

IG
H

T
 ©

 2
00

3 
H

A
R

V
A

R
D

 B
U

SI
N

E
SS

 S
C

H
O

O
L 

P
U

B
LI

SH
IN

G
 C

O
R

P
O

R
A

T
IO

N
. A

LL
 R

IG
H

T
S 

R
E

SE
R

V
E

D
.

 

Succession planning and leadership development ought to be two 

sides of the same coin. So why do many companies manage them as if 

they had nothing to do with each other? 

 

What could be more vital to a company’s long-
term health than the choice and cultivation of
its future leaders? And yet, while companies
maintain meticulous lists of candidates who
could at a moment’s notice step into the shoes
of a key executive, an alarming number of
newly minted leaders fail spectacularly, ill pre-
pared to do the jobs for which they supposedly
have been groomed. Look at Coca-Cola’s M.
Douglas Ivester, longtime CFO and Robert
Goizueta’s second in command, who became
CEO after Goizueta’s death. Ivester was forced
to resign in two and a half years, thanks to a
serious slide in the company’s share price,
some bad public-relations moves, and the
poor handling of a product contamination
scare in Europe. Or consider Mattel’s Jill
Barad, whose winning track record in market-
ing catapulted her into the top job—but didn’t
give her insight into the financial and strategic
aspects of running a large corporation.

Ivester and Barad failed, in part, because al-
though each was accomplished in at least one
area of management, neither had mastered

more general competencies such as public re-
lations, designing and managing acquisitions,
building consensus, and supporting multiple
constituencies. They’re not alone. The prob-
lem is not just that the shoes of the departed
are too big; it’s that succession planning, as tra-
ditionally conceived and executed, is too nar-
row and hidebound to uncover and correct
skill gaps that can derail even the most promis-
ing young executives.

However, in our research into the factors
that contribute to a leader’s success or failure,
we’ve found that certain companies do suc-
ceed in developing deep and enduring bench
strength by approaching succession planning
as more than the mechanical process of updat-
ing a list. Indeed, they’ve combined two prac-
tices—succession planning and leadership de-
velopment—to create a long-term process for
managing the talent roster across their organi-
zations. In most companies, the two practices
reside in separate functional silos, but they are
natural allies because they share a vital and
fundamental goal: getting the right skills in the
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right place.
In this article, we’ll look at a handful of far-

sighted companies—including Eli Lilly, Bank
of America, and Dow Chemical—that have
broken down the functional silos to develop a
process that we call 

 

succession management

 

.
Drawing on their experiences, we’ll outline
five rules for setting up a succession manage-
ment system that will build a steady, reliable
pipeline of leadership talent.

 

Rule One

 

Focus on Development

 

The fundamental rule—the one on which the
other four rest—is that succession manage-
ment must be a flexible system oriented to-
ward developmental activities, not a rigid list
of high-potential employees and the slots they
might fill. By marrying succession planning
and leadership development, you get the best
of both: attention to the skills required for se-
nior management positions along with an ed-
ucational system that can help managers de-
velop those skills. It’s a lesson that might have
helped Coca-Cola and Mattel. Coke’s Ivester
was given the top job largely as a reward for
his financial savvy and years of loyalty to Goi-
zueta and the company; but not enough atten-
tion was paid to how his particular skills might
apply to the broader role. And as for Barad,
she had grown Mattel’s Barbie brand nearly
tenfold in less than a decade, yet her control-
ling management style and lack of experience
in finance, strategy, and the handling of Wall
Street—essential capabilities for any CEO—
proved to be her downfall. Early intervention
might have exposed her limitations and pro-
vided an opportunity to develop these skills—
and perhaps would have kept her career on
track. And indeed, Robert Eckert, who be-
came CEO at Mattel after Barad, links succes-
sion directly to development efforts.

It’s not just about training. Leadership de-
velopment, as traditionally practiced, focuses
on one-off educational events, but research at
the Center for Creative Leadership in Greens-
boro, North Carolina, has shown that partici-
pants often return to the office from such
events energized and enthusiastic only to be
stifled by the reality of corporate life. It’s far
more effective to pair classroom training with
real-life exposure to a variety of jobs and
bosses—using techniques like job rotation,
special assignments such as establishing a re-

gional office in a new country, and “action
learning,” which pulls together a group of
high-potential employees to study and make
recommendations on a pressing topic, such as
whether to enter a new geographical area or
experiment with a new business model.

Eli Lilly, for example, has a biannual action-
learning program that brings together poten-
tial leaders, selected by line managers and the
human resources department, to focus on a
strategic business issue chosen by the CEO.
Eighteen employees identified as having at
least executive-director potential, represent-
ing a mix of functions and regions, participate
in a six-week session in which they meet with
subject matter experts, best-practice organiza-
tions, customers, and thought leaders, and
then analyze what they’ve learned. In 2000,
one such team was charged with developing
an e-business strategy as a new avenue of
growth—an issue that was a pressing concern
at the time. The group interviewed more than
150 people over five weeks and in the final
week developed a set of recommendations to
present to senior managers—who took their
ideas quite seriously. For example, the group
recommended naming an e-executive and pro-
viding a certain level of funding to the initia-
tive. Without hesitation, the CEO responded,
“We will appoint an e-executive within two
weeks, and he or she will report to me…appro-
priate funding will be made available.” And he
followed through on those promises.

Action-learning programs such as Lilly’s
serve a dual purpose: They provide develop-
mental experiences for employees—who are
forced to look beyond functional silos to solve
major strategic problems and thus learn some-
thing of what it takes to be a general man-
ager—and they result in a useful work product
for the company. Such programs have in-
creased in importance because many compa-
nies, in downsizing and creating economies of
scale, have eliminated a number of the roles
that used to be prime training grounds for top
management.

Look at Dow Chemical. Under its old orga-
nizational structure, some 60 countries had
country managers—who were, in essence,
country presidents—to whom all the business
units and functions reported. These roles
served as excellent opportunities for develop-
ing general management skills. In 1995, the
company consolidated into 30 global business
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units built around business and functional spe-
cialties like the manufacture of a specific set of
chemicals. Under this structure, all functions
report to the global business-unit leaders, and
the country manager is essentially an integra-
tor. The new structure allows Dow to enjoy
the economies of scale now permitted by the
relaxing of trade barriers, but it reduces the
number of developmental opportunities by
half. In addition, about ten years ago an em-
ployee might have been a country manager in
his or her late thirties to mid-forties. Today the
average age of those heading the global lines
of business is mid-forties to early fifties, which
means that people wait longer to step into the
role.

One way to provide general management
experience in this environment is to launch
small joint ventures or internal enterprises.
Managers can also make lateral moves across
functions and business units. For example, one
of Dow’s global business-unit heads served for
a time as president of operations in the Asia-
Pacific region to gain a cross-functional per-
spective. And a future leader in the research
organization was named vice president for
purchasing, to broaden her expertise.

Opportunities like these should be incorpo-
rated into individuals’ development plans,
with mechanisms to trigger associated devel-
opmental activities as needed. Lilly’s group de-
velopment review (GDR) is mandatory for the
approximately 500 employees who are identi-
fied through the company’s talent assessment
process as having executive potential. The
GDR is a periodic, in-depth review of a single
person, involving input from both past and
present supervisors (the employee is not
present for the meeting). In a facilitated 90-
minute discussion, the group identifies the
next steps the employee should take, gathering
input from others in the organization if neces-
sary. The immediate supervisor then shares a
summary of the results with the employee,
who, with the supervisor, is responsible for in-
corporating the feedback into his or her devel-
opment plan.

A marketing manager we’ll call Bob was the
subject of a recent GDR session. During the re-
view his current and previous supervisors con-
cluded that he was overly dependent on his
strategic-thinking skills and needed more oper-
ational experience before he could be pro-
moted to the executive level. Bob’s supervisor

shared this information with his peers during
the marketing function’s next succession man-
agement meeting, and the team agreed to help
Bob round out his skills by placing him in a key
sales role in Europe. When an employee goes
through a significant transition such as
Bob’s—taking on an important role without
the experience usually required—Lilly gener-
ally mitigates the risk by placing the person
with employees who are already strong con-
tributors. Company leaders also make periodic
progress checks and may send the employee to
a training program or appoint a mentor (not
the employee’s boss) to give hands-on guid-
ance.

 

Rule Two

 

Identify Linchpin Positions

 

Whereas succession planning generally fo-
cuses on a few positions at the very top, lead-
ership development usually begins in middle
management. Collapsing the two functions
into a single system allows companies to take
a long-term view of the process of preparing
middle managers, even those below the direc-
tor level, to become general managers.

Succession management systems should
focus intensively on linchpin positions—jobs
that are essential to the long-term health of
the organization. They’re typically difficult to
fill, they are rarely individual-contributor posi-
tions, and they usually reside in established
areas of the business and those critical for the
future. In a professional services firm, for ex-
ample, the partners managing industry sectors
such as chemicals and automotive would be in
linchpin positions, as would partners manag-
ing emerging sectors such as biotech. By moni-
toring the pipeline for these jobs, companies
can focus development programs on ensuring
an adequate supply of appropriate talent.

At Sonoco Products, one of the world’s larg-
est manufacturers of packaging products, the
succession process begins with lower-level em-
ployees who are seen as having the potential
to move up in the organization. But the com-
pany considers the plant manager role to be a
linchpin position because it is the first oppor-
tunity for managers to be responsible for mul-
tiple functions as well as labor and community
relations. Division vice presidents and their
functional-area managers meet off-site for a
full day with the division’s HR head to assess
plant managers’ performance and potential

Succession planning and 

leadership development 

are natural allies 

because they share a 

vital and fundamental 

goal: getting the right 

skills in the right place.
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for promotion to area management. The pur-
pose is not to name specific successors but to
identify experience or performance issues that
could affect a manager’s promotion. The result
is a pool of potential successors rather than a
few leading contenders.

In the process, every plant manager is scru-
tinized for strengths and weakness. For exam-
ple, there might be a plant manager who has
potential for promotion but has lived all his
life in a small Southern community. A promo-
tion would require relocating, and he’s reluc-
tant to move. Having identified him as some-
one with high potential, Sonoco can design a
particularly tempting assignment, one that
would be difficult for him to pass up. A man-
ager who’s risen through the ranks at one of
the division’s most successful plants would re-
quire a different sort of challenge, such as a
turnaround assignment, to develop her poten-
tial for higher management. Many companies
use a matrix to look at the individual strengths
and weaknesses of employees in linchpin posi-
tions and to assess the strength of an entire
group. (The exhibit “Identifying Star Potential

at Bank of America” shows a sample matrix
used to evaluate employees’ performance and
leadership behaviors.)

One major national retailer, which was hav-
ing difficulty finding talented people to fill a
broad range of management roles from the of-
ficer level all the way down to the regional
managers, decided to deal with this situation
by treating all those roles as linchpin positions.
The company began conducting talent review
sessions for these positions, during which HR
managers and the executives responsible for
the roles discussed the people currently in the
positions and their likely replacements (which
were few). In the process, they learned that
these positions were generally filled through
serendipity—when a job opened up, it went to
whoever was on the radar screen. Today the
company has a systematic approach to build-
ing the pipeline, which allows it to gauge
bench strength more accurately, and it now
uses the regional manager role as a way to give
promising store managers developmental ex-
periences that will groom them for more se-
nior roles.

 

Identifying Star Potential at Bank of America

 

The matrix shown here is an example of a 
tool used by Bank of America to review its 
talent pool (the names have been changed). 
This type of matrix is typical of the tools we 
found in the best-practice organizations we 
studied. The vertical axis tracks perfor-
mance results. Bank of America calls this 
the “what”: the delivery of work product and 
performance against written goals and fi-
nancial targets. The horizontal axis mea-
sures the “how”: leadership behaviors such 
as collaboration and coaching as well as, for 
top management, the behaviors identified 
in the companywide competency model. 
The three boxes in the upper right represent 
“key talent” (employees receiving acceler-
ated and high-priority development atten-
tion); employees in this group exceed expec-
tations on at least one of the dimensions of 
the matrix. Leaders who are not meeting 
performance expectations, whom Bank of 
America calls “top-grading opportunities,” 
are immediately placed on 60- to 90-day ac-
tion plans. And those who meet or exceed 

performance expectations but don’t exhibit 
the leadership behaviors required for suc-
cess—labeled “leadership issues”—are 
given immediate coaching and improve-
ment plans. If their leadership behaviors 
don’t improve, they’re put in the top-grad-
ing opportunities group. The bank evaluates 

managers’ positions on the matrix fre-
quently, so those who have exceeded expec-
tations must work to retain their positions, 
and those who are struggling have opportu-
nities to improve their rankings.
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Rule Three

 

Make It Transparent

 

Succession planning systems have tradition-
ally been shrouded in secrecy in an attempt to
avoid sapping the motivation of those who
aren’t on the fast track. The idea is that if you
don’t know where you stand (and you stand
on a low rung), you will continue to strive to
climb the ladder. This thinking worked well in
an older, paternalistic age, and secrecy does
have its advantages, from the CEO’s perspec-
tive. It allows for last-minute changes of heart
without the need to deal with dashed expecta-
tions or angry reactions. But given that the
employee contract is now based on perfor-
mance—rather than loyalty or seniority—
people will contribute more if they know what
rung they’re on.

A transparent succession management sys-
tem is not just about being honest. Employees
are often the best source of information about
themselves and their skills and experiences.
And if they know what they need to do to
reach a particular rung on the ladder, they can
take steps to do just that. In fact, an increasing
number of companies are making employees
themselves responsible for keeping the data in
their personnel files up-to-date. At Lilly, each
employee is responsible for updating his or her
personal information and development plans,
including a résumé outlining career history,
educational background, skills and strengths,
and possible career scenarios. (To curb the
urge to exaggerate experience, supervisors re-
view the plans.) Data accuracy has improved
significantly since Lilly gave employees re-
sponsibility for their own information, since
nobody cares more about an accurate résumé
than the employee.

A few companies even allow people to
know exactly where they stand in the succes-
sion system. In one company we studied, the
succession management system as initially de-
signed didn’t show rankings. Employees, who
were accustomed to candor and transparency,
found the system overly authoritarian, so they
refused to participate. In the end, the company
gave employees unrestricted access to their
own information. This level of transparency
isn’t for every company, and in some cases it
can put a damper on team spirit: An employee
who discovers he or she is relatively low on the
roster may stop trying to excel. Most compa-
nies elect to limit transparency in some way.

At Lilly, for example, people know if they are
regarded as having additional potential, but
they don’t know exactly how high that poten-
tial is, nor do they know about every role for
which they may be considered.

To achieve transparency, companies need
systems that are simple and easy to use, with
immediate but secure access for participants.
Technology—and in particular the Internet—
is a powerful enabler. The succession manage-
ment group at Lilly has a simple expression to
describe how the succession tools on users’
computer desktops should operate: “Be like
Amazon.” Just as the Internet retailer puts cus-
tomized information right in front of consum-
ers—its 1-Click model wiping out many of the
practical and psychological barriers to online
shopping—Lilly’s Web-based succession tool is
available through an icon on employees’ com-
puter desktops. A click on the icon takes the
employee to a portal on the company’s intra-
net, with personal information and job oppor-
tunities customized for each employee. With
the information directly in front of employees,
succession management becomes less another
planning event and more an ongoing activity.
In fact, the information has multiple uses,
ranging from the company’s position-posting
system to its Web-based internal phone book.

Lilly’s HR managers and the succession
management team can use the company’s suc-
cession management Web site to assess an em-
ployee’s current level, potential level, experi-
ence, and development plans. They also use it
as a general querying and reporting tool. For
example, HR managers can download a report
showing what marketing positions are avail-
able in Europe, which candidates are being
groomed for such positions anywhere in the
world, and any skill gaps that might make it
difficult to fill the jobs. The names on the re-
port are linked to individuals’ online résumés,
development plans, and skill sets they will
need before they can advance. The system also
lets managers download statistics on the talent
pipelines, such as the ratio of potentials to in-
cumbents, specific data related to gender and
ethnicity, and the percentage of employees
with international and cross-functional experi-
ence. With the ability to search for multiple
criteria, HR managers can view any segment
of the organization with one query—from
functional views like marketing to geographi-
cal regions like Latin America.

 

Our Research

 

We conducted the research for this 
article in collaboration with the 
American Productivity and Quality 
Center (APQC) and 16 sponsoring 
companies. We identified six organi-
zations that had achieved a high de-
gree of success in succession man-
agement—Dell, Dow Chemical, Eli 
Lilly, PanCanadian Petroleum, 
Sonoco Products, and Bank of 
America—and compared their best-
practice approaches with those of the 
sponsoring companies. We used two 
principal methods to gather informa-
tion across the two samples: detailed 
questionnaires to collect quantitative 
data and site visits that included 
in-depth interviews. Our objective 
was to understand how the best-
practice companies differed in their 
approaches to succession manage-
ment and to learn more broadly 
about trends and challenges in 
the field.
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Like Lilly, most of the best-practice compa-
nies we studied now rely on Web-based succes-
sion management tools to promote greater
transparency and ease of use. At Dow Chemi-
cal, employees nominate themselves for posi-
tions online, and if a hiring manager has a pre-
ferred candidate, he or she must state this
along with the posting. Dow’s Web tool also in-
cludes career opportunity maps that detail the
sequence of jobs one can expect in a function
or line of business. Some companies even
show compensation ranges by level and posi-
tion.

 

Rule Four

 

Measure Progress Regularly

 

When you meld leadership development and
succession planning—and thus move away
from the “replacement” mind-set of the
past—measuring success becomes a long-term
matter. No longer is it sufficient to know who
could replace the CEO; instead, you must
know whether the right people are moving at
the right pace into the right jobs at the right
time. The ultimate goal is to ensure a solid
slate of candidates for the top job. You also
need to know who is where and which jobs
they are being groomed for to avoid stretching
the candidate pool too thin—what Sonoco
calls the “Roger Jones phenomenon.” Accord-
ing to company folklore, divisional executives
who were having trouble developing their
own candidates would simply identify one of
the company’s superstar performers as a po-
tential successor. But when succession plans
were consolidated at the corporate level, a sin-
gle employee, Roger Jones, was found to be
the potential successor for most of the key
jobs at the company. (Sonoco now requires
each division to generate most of its own suc-
cessors from within.) At the same time, you
must make sure that high-potential employ-
ees have enough options that they don’t grow
restless—royal heirs can be expected to show
patience in waiting for the throne, but corpo-
rate heirs have many other opportunities. Fre-
quent checks throughout the year can reveal
potential problems before they flare up.

One telling test of a succession manage-
ment system is the extent to which an organi-
zation can fill important positions with inter-
nal candidates. At Dow, for example, an
internal hire rate of 75% to 80% is considered a
sign of success (the assumption is that the com-

pany needs some external hires to maintain a
fresh perspective and fill unanticipated roles).
An outside hire for a role that is critical at ei-
ther the functional or corporate level is consid-
ered a failure in the internal development pro-
cess. Dow also measures the attrition rate of its
“future leaders”—employees who are preco-
cious in their development, perform at a com-
petency level well above that of their col-
leagues, and are believed to have the potential
to fill jobs at much higher levels—against the
attrition rate of its global employee popula-
tion. In 2000, the future leaders’ rate of attri-
tion was 1.5%, compared with 5% globally—a
signal to Dow’s management that the com-
pany’s future leaders are getting the develop-
mental opportunities they want and need. It’s
worth noting that Dow’s top 14 executives
have all had cross-functional developmental
opportunities that prepared them for the de-
mands of top management.

At Lilly, managers track several succession
management metrics, including the overall
quantity of talent in the managerial pipelines
and the number of succession plans where
there are two or more “ready now” candidates.
For positions at the director level and above,
the system shows the employee who currently
holds the position as well as three potential
successors. HR management can also access
real-time data on a number of prescribed mea-
surement areas, such as the ratio of employees
with potential to reach a certain level to in-
cumbents at that level. There are goal ratios
for each level of management (for example, 3:1
for the director level). Additionally, employees
with potential and incumbents are segmented
to track diversity on the assumption that diver-
sity in the pipeline is an indicator of the diver-
sity of the company’s overall employee popu-
lation.

The succession plan metrics also help the
company identify gaps more broadly. With the
click of a button, managers can learn how
many ready-now candidates the company has
for its top 500 positions. Where there are
none, that information triggers a search for in-
ternal development opportunities as well as
executive recruitment activities. Lilly can also
uncover hidden vulnerabilities by determining
how many employees are on more than three
succession plans as ready-now candidates.
Using a quarterly scorecard, the company
tracks progress on goals and positional and

With the click of a 

button, managers at Eli 

Lilly can learn how 

many “ready now” 

candidates the company 

has for its top 500 

positions.
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pipeline data, diversity elements (gender, race,
ethnicity), job rotations, and turnover rates.
HR reviews the scorecard and then shares it
with the executive team.

At Bank of America, CEO Ken Lewis meets
every summer with his top 24 executives to re-
view the organizational health of their busi-
nesses, including the talent pipeline. In two- to
three-hour sessions with each executive, he
probes the financial, operational, and people
issues that will drive growth over the next two
years, with the majority of time spent discuss-
ing the organizational structure, key players,
and critical roles necessary for achieving the
company’s growth targets. The meetings are
personal in nature, with no presentation decks
or thick books outlining HR procedures. But
they are rigorous. Business leaders come to the
sessions with concise documents (three pages
or fewer, to ensure simplicity) describing the
strengths and weaknesses of the unit’s talent
pipeline. During these conversations, they

make specific commitments regarding current
or potential leaders—identifying the next as-
signment, special projects, promotions, and
the like. Lewis follows up with the executives
in his quarterly business reviews to ensure that
they’ve fulfilled their commitments. In a talent
review session last year, for example, one exec-
utive made a pitch to grow his business unit at
a double-digit clip. This required some shifts
among top talent and a significant investment
in building the sales and distribution work-
force. Lewis agreed, and at this year’s talent re-
view meeting, he requested progress reports
relating to the change, checking that people
had been put into the right roles and that the
sales management ranks had been filled out.

 

Rule Five

 

Keep It Flexible

 

Old-fashioned succession planning is fairly
rigid—people don’t move on and off the list
fluidly. By contrast, the best-practice organi-

 

It’s Not Just HR’s Job

 

In most companies, human resources is the 
primary owner of both succession planning 
and leadership development, but that’s an 
enormous mistake. Both processes need 
multiple owners—not just HR but the CEO 
and employees at all levels—if an organiza-
tion is to develop a healthy and sustainable 
pipeline of leaders.

It’s become a cliché to say that the CEO 
must be involved in any strategic process, 
but we are not talking here about gratuitous 
support. Without active commitment at the 
very top—as well as from the executive 
team—managers will sense that succession 
management is a tangential activity and 
may not commit to the program. In fact, di-
vision executives may hide and hoard tal-
ented employees by manipulating their as-
sessments.

Bank of America’s Ken Lewis exemplifies 
CEO commitment. When he took over as 
chairman and CEO, he immediately set out 
to make the bank one of the world’s most 
admired companies, and he knew that to 
succeed he’d have to signal to his direct re-
ports and key leaders the importance of re-
cruiting, developing, and retaining top tal-
ent. He owns the talent management 

process and holds business unit heads per-
sonally responsible for meeting develop-
ment objectives within their units, with the 
expectation that the bar will constantly be 
raised.

But it is not realistic or desirable for CEOs 
and their executive teams to have sole re-
sponsibility for the development of talent 
and leadership. They don’t have the time or 
the expertise. Both corporate HR and func-
tional or regional HR heads need to be in-
volved. Corporate HR provides standards, 
tools, and processes, and functional or re-
gional HR people make sure that local units 
abide by the rules and customize them as 
appropriate. For Bank of America’s organi-
zationwide talent management database, 
the corporate HR team defines the process 
and provides standardized sets of templates 
and tools. Certain elements of the system 
are not negotiable, such as the look and feel 
of reports and information, the timing of 
roll-up reports, replacement charts, and the 
rating system. The corporate HR function is 
also responsible for Lewis’s leadership com-
petency model organizationwide (the model 
lists behaviors and skills leaders are ex-
pected to have, values they are expected to 

model, and “derailing” behaviors such as 
betraying trust or resisting change). Then, 
the HR people within each line of business, 
working with the leaders of those organiza-
tions, may add a few technical or functional 
competencies to the list. Local HR also helps 
prepare the unit heads for the talent review 
meeting and manages the process at a local 
level.

Board members should also be involved. 
This is most relevant when it comes to 
choosing the CEO’s successor. But in this 
process, board members are often exposed 
to candidates only through formal presenta-
tions, and those candidates are usually 
handpicked by the CEO. That leaves the suc-
cession decision up to one person—and his 
or her judgment may be seriously impaired 
by the wish to leave a positive legacy or the 
refusal to accept impending retirement. 
Companies should find a way to allow board 
members to assess internal candidates in a 
critical light, perhaps by holding succession 
meetings without the CEO, hosting visits to 
candidates’ operating units, or arranging 
social or recreational outings where infor-
mal assessments can occur.
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zations we studied follow the Japanese notion
of 

 

kaizen

 

, or continuous improvement in both
processes and content. They refine and adjust
their systems on the basis of feedback from
line executives and participants, monitor de-
velopments in technology, and learn from
other leading organizations. Indeed, despite
their success, none of the best-practice compa-
nies in our study expects its succession man-
agement system to operate without modifica-
tion for more than a year. Most had tweaked
their systems recently to make them easier to
use. Sonoco integrated four software systems
to improve the speed and consistency of the
data, while Dell actually cut back on the use of
technology in its push for speed and simplic-
ity. And at Lilly, it’s not unusual for people to
move on and off the list of high-potential em-
ployees.

Succession management systems are effec-
tive only when they respond to users’ needs
and when the tools and processes are easy to
use and provide reliable and current informa-
tion. Particularly in the early years of a new
system, both the people managing the process
and the people using it are likely to find any
number of shortcomings, so HR officers and
staff must be open to continual improve-
ments—to make the system simpler and easier
to use, and to add functions as needed.

 

• • •

 

At the foundation of a shift toward succession
management is a belief that leadership talent
directly affects organizational performance.
This belief sets up a mandate for the organiza-
tion: attracting and retaining talented leaders.

Jim Shanley, who oversees staffing, learning,
and leadership development at Bank of Amer-
ica, explains: “You need a strong leadership
development and succession process, but it is
not the process that really makes the differ-
ence. Executives need to have a talent mind-
set that allows them to feel comfortable talk-
ing about their A players as well as their low
performers. Our CEO, Ken Lewis, has institu-
tionalized a performance-based meritocracy.
We reward top performers with stretch assign-
ments, and we take action on low-performing
leaders.” Shanley’s focus on the bottom per-
formers isn’t based just on the traditional
measures of performance such as productiv-
ity. Subpar leaders may block key develop-
mental positions. What’s more, they may
hamper the overall succession management
process if their failure to develop subordinates
drives away high-potential people. Top per-
formers want good bosses and great chal-
lenges.

Perhaps the underlying lesson is that good
succession management is possible only in an
organizational culture that encourages candor
and risk taking at the executive level. It de-
pends on a willingness to differentiate individ-
ual performance and a corporate culture in
which the truth is valued more than polite-
ness.
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