
The results of that research suggest that 
succession planning is most effective 
when it takes a “centered” approach that 
focuses on people first, while maintaining 
objectivity and procedural discipline. And in 
this issue of CFO Insights, we will discuss why 
organizations that take such an approach 
can make it not only an effective part of their 
growth strategy, but also a signature feature 
of their corporate culture. 
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Solving the succession paradox 
While organizations realize that 
succession planning is an important 
priority, few manage to execute it well. 
In fact, a 2014 Deloitte study showed 
real market frustration with succession 
planning efforts: While 86% of leaders 
saw leadership succession planning as an 
“urgent” or “important” priority, only 13% 
believed they did it well.1

The problem? A more recent research 
effort concluded that most companies 
doing succession planning are often 

derailed by a host of symptoms that point 
back to a common culprit—the failure to 
recognize and address the impact of human 
behavior on the succession planning process.2  
Few organizations seem to combine a 
disciplined, data-driven process with a 
user-friendly, people-centric approach that 
adequately engages stakeholders. More 
often than not, companies either avoid 
succession planning altogether or take a 
dispassionate, process-oriented approach 
that minimizes, or even ignores, the very real 
impact it has on the people involved.
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Why succession planning matters—
and why it is hard
The potential gains from handling 
succession planning well go far beyond 
the obvious result of having a steady 
pipeline of leaders ready to step into 
new roles. Additional benefits cited by 
interviewees include a more diverse 
portfolio of leaders, higher-quality 
decisions around promotions and 
developmental investments, enhanced 
career development opportunities 
for emerging leaders, a stronger 
organizational culture, a “future-proofed” 
workforce, and greater organizational 
stability and resilience.

However, many participants were also 
quick to give reasons why they weren’t 
seeing the expected value (see sidebar, 
“Where succession planning falls short,” 
page 4). For example, succession planning, 
by its very nature, takes years to bear fruit, 
while leaders are typically rewarded based 
largely on short-term accomplishments. 
At the same time, the process can be 
destabilizing. Organizations may minimize 
its importance because they don’t want 
the process to be perceived as a lack 
of confidence in current executives. 
Similarly, executives may be hesitant to 
raise the idea of succession planning, lest 
it be perceived as signaling their future 
intentions.

Within finance, there can be advantages and 
disadvantages when it comes to succession 
planning for the CFO. On the plus side, the 
analytical nature of the function may make it 
more likely that leaders will be comfortable 
using data to inform their decisions about 
successors. At the same time, however, 
the rapid evolution of the CFO’s role—and 
the relentless pace of change in the digital 
era—can mean CFOs are perpetually playing 
catch-up and, thus, are less likely to address 
long-term planning needs. 

Still, succession planning can be a critical 
differentiator between a good CFO—and 
a great one (see “Journey to CFO: Lessons 
for the next generation,” CFO Insights, July 
2018). CEOs and boards expect their CFOs 
to have a deep bench of talent prepared 
to step into any leadership gap—an asset 

critical to the entire enterprise, not just 
the finance organization. Given the larger 
trends at play, however, their expectations 
of what’s needed on that bench have 
broadened. Instead of just fundamental 
technical skills, future finance leaders 
are expected to drive change, exert 
influence without using numbers, nurture 
talent, and serve as strategic advisors 
to other parts of the organization. And 
it is up to the CFO investing in that 
talent to both pinpoint and distinguish 
between leadership attributes (meaning 
innate qualities such as self-confidence, 
conceptual thinking, emotional 
intelligence, willingness to experiment, 
etc.) and leadership capabilities (meaning 
skills that can be learned such as 
influence, business judgment, execution, 
building talent, etc.)—and project what 
balance of traits will be needed several 
years into the future. 

Achieving a centered approach 
Current approaches to succession 
planning can be classified into four types 
(see Figure 1). Three reflect how most 
surveyed organizations currently operate, 
and one represents what the research 
suggests is most likely to make succession 
planning a strong lever for growth.

 • Comfortable. Organizations using an 
informal, intuition-driven approach to 
succession planning leave these decisions 
to a small group of leaders who tend to 
select successors based less on objective 
data than on reputation and tenure. 
This approach is often found at founder-
based, private companies that continue 
to conduct business in an old “family 
business” style regardless of their size. 
While it helps maintain the old culture, 
it is fraught with bias and can lead to 
complacency and stagnation.

 • Compliant. Many other organizations 
recognize the importance of standardized 
processes, objective data, and a regular 
cadence of activities to structure their 
succession planning decisions. But with 
more immediate priorities competing for 
leaders’ time, these tools and processes 
can fall by the wayside, allowing subjective 
decision-making to take over. This can be 
particularly evident at organizations where 
the onus for succession planning rests 
explicitly with the HR function. 

 • Competitive. This style is characteristic 
of organizations that take succession 
planning seriously and build objective 
processes to evaluate and advance chosen 
successors. While this approach may be 

Figure 1. Four approaches to succession planning

Source: Deloitte Analysis

https://www2.deloitte.com/us/en/pages/finance/articles/cfo-insights-lessons-for-the-next-generation.html
https://www2.deloitte.com/us/en/pages/finance/articles/cfo-insights-lessons-for-the-next-generation.html
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effective at identifying and promoting 
future leaders, it typically ignores the 
very real human reactions that can 
arise. The process can be perceived 
as a cold and threatening corporate 
program being done to individuals, 
and not for them. As a result, many 
participants tend to look for ways to 
“beat the system” or question the 
validity of diagnostics in order to 
raise their own stock or that of the 
candidates they support. 

 • Centered. Finally, a “centered” 
approach is designed to put the 
people involved—both the leaders 
managing the process and the 
successors being considered—at 
the center and is supported by 
processes that help decision makers 
maintain objectivity. Recognizing that 
succession planning has a huge impact 
on the careers of the current leaders 
who are responsible for its success, 
and acknowledging the emotions 
involved for both current and 
prospective leaders, this approach 
focuses on creating an environment 
that channels emotions productively. 
It uses people-centered design tools 
that allow organizations to consider 
objective talent assessment criteria 
without causing the leader community 
to feel threatened by the process. The 
aim is to create a succession program 
that leaders want to participate in, 
which can only happen when all 
participants appreciate its value 

and feel that it is fair and easy to navigate, 
and believe it ultimately creates more 
opportunities for all involved. 

Toward a centered approach
Five key practices can help organizations move 
their succession planning efforts toward the 
centered state.

1.  Make it worthwhile. Asking leaders to fully 
engage in succession planning without an 
emphasis on their own interests is likely to 
result in apathy and avoidance. Organizations 
can manage these issues by offering bigger, 
bolder opportunities to incumbents so that 
they will focus on succession. Many leading 
organizations craft short- and long-term 
incentives that reward leaders for creating 
environments that develop successors, not 
just identify them.

2. Establish accountability and advocacy. 
Who is responsible for identifying and 
developing top talent—the CEO, CFO, 
CHRO, direct managers, or the board of 
directors? Research shows that, while 
people may acknowledge the importance 
of an activity, they won’t engage in it until 
clear accountability has been assigned.3 
Interestingly, it doesn’t much matter who 
specifically has organizational accountability 
for succession planning—as long as it’s clear 
where the accountability lies. Having one or 
more senior-level advocates for succession 
planning is also crucial in building an effective 
succession culture. 

3. Focus on the future. At its core, 
succession planning is about preparing 
an organization for the future, yet many 
organizations build their succession 
processes around the needs of 
current roles. Within finance, one 
smart move can be to help promising 
young professionals gain exposure to 
other business functions within the 
organization as well as to the latest 
trends in the broader business world. 
That may mean stretch assignments, 
temporary job rotations, or exposure 
through a reverse mentoring program 
(something that can be critical for 
nondigital natives), for instance (see 
“Bridging the gap between the finance 
team you have—and the one you need,” 
CFO Insights, January 2019). Whatever 
the approach, the goal is to broaden 
the perspective and experience of 
these potential leaders and prepare 
them to deal with a future that will 
differ, possibly drastically, from today 
(see Figure 2). For CFOs and finance 
professionals, that future may also 
mean roles outside of finance as their 
general business skills become even 
more valued. There are many examples 
of former CFOs who have been 
successfully promoted to become CEO 
or other general management roles. 

4. Create short-term goals to sustain 
a long-term focus. One strategy 
organizations can borrow from 
behavioral science is to pursue longer-
term outcomes by setting shorter-term 

https://www2.deloitte.com/us/en/pages/finance/articles/bridging-the-gap-between-the-finance-team.html
https://www2.deloitte.com/us/en/pages/finance/articles/bridging-the-gap-between-the-finance-team.html
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Figure 2. Key experience for CFOs’ successors

goals. For example, instead 
of asking someone to plan for 
an event five years from now, 
organizations can break the task 
down into smaller, shorter-term 
components and ask people 
to complete one component in 
the next three months. Seeing 
leadership succession planning 
as part of their day-to-day job 
helps keep leaders engaged 
in the shorter term, while also 
proactively pursuing long-term 
success. 

5. Establish tools, processes, 
and messaging to cultivate 
transparency and trust. 
Finally, distrust in the system 
can lead to disengagement and 
even unacceptable workplace 
behaviors. Organizations that 
use simple, accessible, and 
transparent data collection 
processes for succession 
planning and clearly communicate 
succession decisions using this 
data are often more successful. 
As with many other business 

processes, many leading 
companies are taking a design-
thinking approach to succession 
planning, creating an experience 
that blends objective, disciplined 
methods with the intrinsic needs 
of the people for whom the 
process is designed.

Balancing empathy, objectivity,    
and discipline
The “holy grail” of effective 
succession planning turns out 
to be surprisingly obvious, but 
unsurprisingly difficult: balance 
empathy and attention to human 
factors with objective decision-
making and the organizational 
discipline to see the process 
through. The hard part is 
encouraging current leadership to 
think and act in ways that enable 
the organization to achieve this 
balance. But the organization that 
succeeds can make that balance not 
just an effective part of its growth 
strategy, but also a signature 
feature of its corporate culture.

Where succession planning falls short
The leaders we spoke to gave the following reasons 
why they weren’t seeing succession planning deliver 
the expected value:

It’s a long-term discipline in a short-term 
world. By its very nature, succession planning 
efforts take years to bear fruit, while leaders are 
typically rewarded based largely on short-term 
accomplishments. One executive told us that, in his 
many years on the board of a Fortune 100 technology 
company, the only times the board discussed CEO 
succession were when a transition was imminent. 

Succession planning can be destabilizing and 
threatening. Too often, succession planning is 
minimized because organizations don’t want the 
process to be perceived as a lack of confidence in 
their current executives. Similarly, executives are 
hesitant to raise the idea of succession planning  
lest it be perceived as them signaling their future 
intentions. This dynamic can have a destabilizing 
effect on an organization. 

It’s unclear who is accountable for succession 
planning. Often, there is no clarity around whether 
the responsibility of planning for and grooming a 
successor sits with HR or with the business and/or 
functional leaders. Many of our surveyed leaders 
had no idea who was ultimately accountable for 
succession planning in their organizations. As one 
told us, “Even boards are often unclear on how CEO 
and executive succession accountability should be 
set—is it with one of the committees? The whole 
board? An individual? In many cases, there is no 
clarity for it and no one addresses it.”

Good data is either not available or ignored, 
leading to subjective decisions. Regardless of 
whether objective leadership data exists, many 
organizations can still default to subjective or political 
succession decisions based on factors such as 
likability, sponsorship, or tenure. We heard many 
examples of organizations investing in obtaining 
solid data (for example, through an executive 
assessment), only to have it thrown out and replaced 
by pure opinion. As one executive from a large health 
care company lamented, “Even with a lot of data, 
subjectivity and politics come into play.” 

There is no clear process for succession 
planning. Many leaders said that their organizations 
lacked a strong methodology or tools around 
succession planning. One executive told us, “Boards 
and senior executives don’t know how to plan for 
succession. If you ask them about financial oversight 
or executive compensation, they’re clear on how it 
works. But ask them about succession planning,  
and you get blank stares.”
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