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Some of the largest organisations are 
adapting succession planning to prepare 
for changing risks, different leadership 
needs and cultural shifts and, make no 
mistake, investor activism is becoming  
a guiding factor for succession planning. 
Issues around ESG are triggering larger 
numbers of investors to vote against the 
re-election of directors based on annual 
reports, strategies that don’t align to  
their views, or perceptions of excessive 
remuneration. With investors considering 
board restructure or pushing out leaders 
that aren’t taking key issues seriously, 
CEOs are finding that they have much 
less autonomy. A lack of effort around 
board diversity, climate goals or gender 
and ethnicity pay gaps, are having real 
impact. Indeed, investors for 

organisations, such as AllianzGI, have 
stated they are willing to vote against  
all large UK and European companies 
that fail to link executive pay to ESG 
metrics in the coming year. Risk 
committees are also increasingly turning 
their attention to leadership risk and 
although their traditional domain has 
largely been around financial, competitor 
and macroeconomic risk, they are also 
acutely aware of the power of investor 
activism. This runs alongside a growing 
desire to ensure the organisation must  
be future-proofed. Too many companies 
have a single point of failure at the  
top and, should that position become 
unexpectedly vacant - for whatever  
reason - the damage caused by not having 
a smooth transition can be extensive. 

Taking a look at recent research by the 
Harvard Business Review backs that up, 
citing the amount of market value wiped 
out by badly managed CEO and C-suite 
transitions in the S&P 1500, as being 
close to a staggering $1 trillion.

Many businesses are now realising  
that there is a whole new set of skills and 
behaviours needed in leaders, who today 
have to be able to make brave decisions 
and change tack at the drop of a hat. 
Organisations that were unable to ‘pivot’ - 
to coin the popular pandemic term - were 
left behind, or ultimately went under. 
Those organisations whose leaders steered 
them to change, won out, but these 
decisions and changes had to be made in  
a considered and empathetic way. Indeed, 
there are way too many examples over the 

C A L C U L AT E D  
R I S K

Organisations had to change with the onset of  the pandemic, not only with incredibly quick 
reactions to keep afloat, but also in other more gradual and nuanced ways. Three shifts in 
particular - investor activism, risk committee interest and changing leadership needs - mean 

CHROs and HR Directors, need to look at succession planning with a new lens of  mitigating risk. 
Leadership is itself  a core business risk, but it has never been as business critical as it is right now.

A R T I C L E  B Y  P E T E R  H O W A R T H ,  C O - M A N A G I N G  D I R E C T O R  -  A R M S T R O N G  C R A V E N

"HIGH LEVELS OF TRUST ARE NEEDED ACROSS AN ORGANISATION AND 

THE POWER TO UNITE, INSPIRE AND DRIVE PERFORMANCE IS NO LONGER 

ABOUT INFLUENCING IN THE OLD CORRIDORS OF POWER"
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past two years, where a command and 
control leadership style - together with a 
lack of emotional intelligence - resulted in 
a disastrous outcome for the organisation. 
So, this empathetic, high EQ leadership 
style continues to be important in the 
hybrid era of working, where high levels 
of trust are needed across an organisation 
and the power to unite, inspire and drive 
performance is no longer about 
influencing in the old corridors of power. 
At this moment in time, critical questions 
are being asked; are current leaders a good 
fit for the future? What sort of behaviours, 
values and skills does the business need to 
succeed? Are the right people here that 
can be developed and, if not, where will 
they come from? Problematically, while 
many organisations may have pinpointed 
a need for new behaviours from leaders, 
others don’t even know where the new 
risks for their leadership and succession 
planning lie. Even for those who have 
identified the risk, there’s often a lack of 
visibility around what should happen 
next. Mitigating risks means having a 
clear sight of issues, areas for improvement 
and the best way to evolve and this takes 
data analysis and insight. Internally, it’s 
about the leaders who will change, the 
time period of this, the behaviours, skills 
and development needed from successors, 
as well as the high-potentials who align 
with business needs. Externally, it’s 
important to understand the market 
landscape, risks, opportunities and 
challenges, as well as potential successors.

With strong data, a CHRO can put 
forward a meaningful succession planning 
strategy to the board and risk committee, 
showing full support for corporate 
strategy and investor requirements. 
However, problematically, not all 
organisations have systems in place to 
capture data company-wide, let alone 
analyse it and realistically, systems need  
to allow for three-to-five years’ worth of 
data to give insightful views. Ultimately 
though, organisations armed with data 
will be better equipped to decide where 
they will find new leaders, either 
internally or externally and, for many 
organisations, this means a cultural shift. 
Consequently, It’s important that 

leadership positions are open externally as 
well as internally, to the people who will 
help the organisation move forward, align 
to internal and external pressures and 
solidify leadership structure. 

Commonly, firms start by assessing 
skills and potential internally and 
although it’s fairly typical that people  
with technical and specialist expertise will 
be awarded the top position - the best 
marketeer will gain the CMO role and the 
best financier will land the CFO role - this 
is too often sealed without considering 
whether the individuals can actually lead  
a team in line with the organisation’s 
behavioural needs and values. By assessing 

behaviours and values, instead of purely 
relying on technical skills, organisations 
can start to shift the dial. A strong leader, 
who displays the traits of high EQ and 
adaptability, will inherently know how to 
effectively build a strong team of technical 
experts around them and the end result  
is good leadership that doesn’t come at  
the cost of technical know-how. In part, 
the success of this cultural shift is reliant 
upon good communication of succession 
plans, but this can be complex. There  
are understandable fears from people 
currently in a role, as well as concerns that 
those not chosen for development will be 
disappointed. Also, if an organisation 
looks at external talent, current employees 
may feel they are being overlooked or that 
they are not skilled or capable enough. To 
improve this, thorough, sensitively-aligned 

communications can help shift this  
way of thinking - moving from secrecy  
to openness - and explaining why the 
process is changing.

Mitigating business risk, supporting 
career development and offering promise 
to all, is key. But change rarely happens 
easily and CHROs are understandably 
conservative when much C-suite power 
lies with the CEO, CFO and Chair. 
Perhaps helpfully, it’s possible to play the 
necessity card when it comes to leadership 
development. Leaders who strongly 
support ESG initiatives, for instance, are 
now essential for business success and 
solid reporting. Encouragingly, big strides 
are being taken by some organisations to 
improve succession plans, ensuring as 
much business continuity as possible 
when leaders change. 

As succession plans rise up the 
corporate agenda and more begin to 
understand their importance in today’s 
climate, the role of HR, talent teams and 
in particular, the CHRO, can become 
more powerful. It’s been the case that 
CHROs struggled to make an investment 
case for succession planning, but now 
they are likely to be able to do so - either 
with the CEO or the risk committee. 
Where the board chooses to hire for 
behaviours - perhaps against the wishes  
of those who want talent with direct role 
and industry experience - the CHRO  
can shift to broker, helping inform 
decisions based on internal data and 
market intelligence. Ultimately, preparing 
future leaders will rely on the robustness 
of succession plans, as well as their ability 
to incorporate large cultural shifts when 
finding the next generations of leaders. 
Then backed up by data, analysis and 
intelligence, CHROs can create a strategy 
and a long-term business case that can 
mitigate against the risks organisations 
will face in the disruptive and challenging 
journey ahead.

"PROBLEMATICALLY, WHILE 

MANY ORGANISATIONS MAY 

HAVE PINPOINTED A NEED 

FOR NEW BEHAVIOURS 

FROM LEADERS, OTHERS 

DON’T EVEN KNOW WHERE 

THE NEW RISKS FOR 

THEIR LEADERSHIP AND 

SUCCESSION PLANNING LIE"
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