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S

uccession planning and leadership development,
which are two sides of an integrated whole, are
essential for companies that seek to fully leverage employee ownership and achieve sustained strong
business performance. This paper defines succession
planning and leadership development, underscores
the value of integrating strategies for both, shows the
necessity of both in supporting an ownership culture
that can contribute to business performance, and
provides practical guidance for companies wishing
to undertake succession planning and leadership
development. It also profiles two employee-owned
companies that have undertaken succession planning
and leadership development.

Why Succession Planning Matters
Succession planning is the process of strategically and
systematically identifying and developing internal
people with potential to fill key leadership positions
in an organization in the future. Although succession
planning important for any company, employeeowned companies can gain a unique advantage by
doing it well, as discussed below.
Turmoil often arises when a senior leader or anyone who leads an essential business unit leaves his or
her position. Even with a successor fully capable of
assuming the role, a leadership change will draw a department or an entire company into a major transition
operationally as other key employees shift roles and
the new leader gets fully up to speed, psychologically
as individuals reorient themselves to a new leader,
and culturally as the new leader and the organization
adapt to one another.
When the succession process is not managed well
and a successor or a group of prepared possible successors is not identified or ready, the situation is considerably worse. As the company mobilizes to consider
candidates, business and psychological dramas unfold.
The company grapples with uncertainty, key players
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defect, remaining employees grow anxious about how
leadership changes will affect them personally, and
initiatives slow or grind to a halt for months if not
years while the company reorganizes itself.
These disruptive scenarios play out over and over
when companies lack clear succession plans either for
the CEO position or for other executives or department heads. For example, at BL Companies, which is
profiled in this article, the departure of the founding
chief executive created significant challenges for the
company and the senior leadership team because a clear
and well-developed succession process was not in place.

Going Deep with Succession Planning
To avoid the turmoil and the long-term adverse impacts that can come with poor succession planning
and to leverage the potential of well-designed change,
companies must go deep with succession planning.
That means creating a robust succession planning
process that starts with cultivating talent at many
levels of the organization and identifying and developing multiple candidates for each critical position in
the company. By beginning succession planning with
leadership development, companies can avoid pitfalls
associated with changing leadership, and employeeowned companies in particular can ensure that a
strong ownership culture is sustained. A robust leadership development process has the added advantage
of creating deeper leadership capacity within the firm
beyond those people who actually move into vacated
positions. This will serve the company well in general,
and particularly if the company is growing and new
leadership positions arise.
Insiders vs. Outsiders
Developing insiders is more effective than hiring outside talent to succeed into senior and executive roles.
This is true for several reasons.
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First, there is evidence that the complex process
of successfully integrating executives brought in from
outside takes a long time. While organizations expect
integration to take about six months, it typically requires between 12 and 18 months, according to RHR
International (2002). During a lengthy ramp-up period
for a new senior leader, the company will experience
confusion and delays. An insider, meanwhile, has the
advantage of already being acclimated to the company.
Second, there is clear evidence that outsiders are
more likely to fail, both at senior leader and middle
manager levels. The hope is that the outsider will
bring complementary experience into the company
and will have insight that only an external person can
have about how the company can do better. While it
is true that outsiders can bring a critical eye and new
ideas to a company, they lack intimate knowledge of
the company’s people, customers, and culture. It is also
very hard to evaluate an outsider’s values and how he
or she will implement them as a leader, another factor
than can jeopardize a new leader’s success.
In fact, outsider CEOs are considerably more likely
to be ousted by their boards. In 2003, 55% of departing
CEOs were pushed out by their boards, compared to
34% of departing insiders, according to the consulting
firm Booz Allen. Senior executives fail, in general, 34%
of the time when hired from the outside and 24% of
the time when hired from inside (Kelly-Radford 2001).
This research was corroborated by another study that
found that external hires have a failure rate of 22%,
while internal promotions have a failure rate of 14%
(Rioux & Bernthal 1999).
In Collins’ (2001) landmark study of companies
that made the extraordinary transition from “good to
great” performance, 10 of the 11 companies that successfully made the transition were led by CEOs who
came from within the organization. In comparison,
companies that did not make the transition tried
outsider CEOs six times more often. “Larger-thanlife, celebrity leaders who ride in from the outside are
negatively correlated with taking a company from good
to great,” Collins writes (p. 10).
And finally, organizations that rely on external
candidates to fill middle-management positions (more
than 25% from external sources) have almost double
the turnover of organizations that rely on internal
promotions (Bernthal & Wellins 2001).

This research strongly suggests that companies
should focus on internal rather than external candidates for senior positions. The underlying assumption,
of course, is that companies make the investment in
developing people to create a rich pool of internal
candidates.
In spite of these research findings, there may
be times when a company’s best course of action is
to select an outsider. Perhaps a position opens unexpectedly and needs to be filled immediately, but
no internal candidates have the requisite skills or
experience for the role. Perhaps a company has not
yet made the investment in development that would
create a pool of qualified candidates. Or perhaps the
company is creating a new line of business or going
in new direction, and no one within the company has
skills or experience in the new area. In all of these
situations, it may make the most sense for a company
to hire from outside.
Companies that place a high value on their culture
and how leaders lead have offered outsiders roles as
consultants for a six- to twelve-month period. Over
the course of the consulting engagement, the company
can directly observe not only the person’s knowledge
and skills but how well the person’s style and values fit
with the company’s current or desired culture. Such
a trial period enables a company to limit the risk that
may be involved in hiring an outsider.
Connections Among Leadership, Organizational
Culture, and Business Performance
Even more important for employee-owned companies
is the relationship among employee ownership, company leadership, organizational culture, and company
performance.
Simply put, top leaders strongly influence whether
a company has an ownership culture. And the presence of an ownership culture combined with employee
ownership leads to better business performance. This
relationship has important implications for going
deep with succession planning, because it implies that
successors to senior positions should have experience
contributing to as well as understanding the core
components of an ownership culture.
Research on ownership culture points to some
clear conclusions (Rosen & Quarrey 1987). Instituting
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employee ownership alone leads to a small, almost
negligible increase in business performance. However,
some companies are not only employee-owned but also
have ownership cultures. In these cultures, employees
understand how the business works, understand how
their jobs contribute to success of the business, and
take responsibility for helping the company succeed.
The company provides clear channels for employees
to give meaningful input into decisions the company
is making. Employees also are empowered to use
their own discretion appropriately to make decisions
and discover improvements in how their jobs can be
done. This can range from the freedom to make decisions about the best ways to respond to customers
to suggesting and implementing ideas to cut costs.
Ownership cultures also tend to emphasize mutual
accountability, where senior leaders are transparent
with financial information and incentives are aligned
with company performance.
Interestingly, when employee ownership is combined with this kind of organizational culture, the
companies outperform their non-employee-owned
counterparts on a variety of business performance
measures, including sales growth, employment
growth, and growth in sales per employee. In fact,
consistent with multiple studies over the last 20 years,
Quarrey & Rosen found that companies that combined
ownership culture with employee ownership grew 8%
to 11% faster than expected. It is clear, therefore, that
ownership culture plays a pivotal role in leveraging all
the benefits of employee ownership and in enhancing
company performance.
What does this mean for going deep with succession planning? Decades of research on organizational
culture shows that the leaders have a profound impact
on company culture (Schein 1992). In ways subtle and
blatant, conscious and unconscious, intended and
unintended, leaders shape the culture of their organizations. The messages they send, decisions they make
or endorse about employee incentives, stories they
tell highlighting what matters, and ways they engage
customers all powerfully influence the culture of the
organization and whether that culture is an ownership culture.
If a leader does not have intimate experience with
ownership culture and with the unique culture of the
company she or he is leading—that is, if a leader is an

outsider—it is difficult for that person to sustain and
strengthen the ownership culture of the company.
In addition, it may be hard to know in an interview
process whether an outsider truly understands and is
committed to employee ownership and the values that
support it. With insiders, on the other hand, there is
an opportunity to closely examine a candidate’s understanding of and commitment to employee ownership
over time and really see whether the person would lead
in ways that support an ownership culture.
In summary, successors who come from inside
the company are more likely to do well in their new
roles. And because of their support of the company’s
values and their experience with employee ownership,
they are better equipped to sustain or build an ownership culture that will contribute to stronger business
performance.

The Leadership Development Process
The challenge, therefore, is to create a pool of talented
insiders who can move into senior leadership positions over time. The best way for employee-owned
companies to do this is to direct talent development
efforts at multiple levels of the company to create a
deep pool of people with the skills and knowledge to
become effective leaders.
There are many different methods that can be
used to develop leaders, including one-on-one coaching, off-site training, mentoring, and job rotation
programs, among others. This paper explores one of
the most robust methods: an educational program
through which multiple participants from the same
organization are convened to learn, build relationships,
and undertake initiatives that have immediate positive
effects on the business.
Knowledge and skill development must extend
beyond technical or functional expertise. Functional
competence (or capability with so-called “hard skills”)
is absolutely essential, whether it is in engineering,
product design, manufacturing, business development, analytics, science, or other areas. However,
effective leaders must also have nontechnical leadership skills. A half-century of social science research in
such fields as emotional intelligence, social psychology,
organizational behavior, and group dynamics confirms
that so-called “hard skills” are necessary threshold
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capabilities for leaders, but they are not sufficient for
leaders to effectively lead their companies.
Leaders also need “soft skills.” These skills include
an accurate assessment of the impact of one’s role
and behavior on others, fundamental communication skills such as the ability to effectively give and
receive feedback, the capacity for insight into one’s
own motivations and feelings, the ability to take
the position of another person both cognitively and
emotionally, strength in building relationships, an
experiential understanding of the role of power and
authority in organizations, an understanding of group
and inter-group relations, and the ability to think and
act strategically, among other things.
Effectively developing these capabilities in leaders
is a complex and nuanced undertaking and is done
best in consultation with experienced professionals.
However, the core principles and broad elements of
a strong program are relatively straightforward. The
core principles include:

effective. These may include strategic thinking,
interpersonal communication, organizational
awareness, innovation, and entrepreneurship,
among others. Often companies capture these
skills and behaviors in a competency model. Such
a model helps leaders think strategically and systematically about talent in their ranks and helps
avoid evaluating people based on subjective or
incomplete criteria.
•

Assessment: Participants in a leadership development program undergo an assessment of their
current performance. The assessment tool may
be built based on the company’s own competency
model so that participants are assessed on the
knowledge or skills that are uniquely important
to the company, or it may be a standardized assessment instrument, or both could be used.
Companies may use the assessment to understand
how participants are performing currently and
extrapolate about their potential in the future.
However, the primary purpose of the assessment
is for the participant to increase the accuracy of
his or her self-assessment, better understand how
others perceive him or her, identify strengths that
can be leveraged, and discover areas for development as a leader.

•

Immersion training: Immersion training does
not refer to traditional stand-up training where
a teacher lectures didactically to participants.
Instead it involves highly interactive sessions that
provide participants an opportunity to learn new
ideas, consider them in light of their past experience, practice applying them, and reflect on their
practice. Participants engage in these sessions in
groups, which are most effective when designed
as a series of one- or two-day sessions. Between
sessions, participants are given assignments that
allow them to practice what they have learned.

•

Application opportunities: Individual and group
projects give emerging leaders an opportunity to
visualize and implement initiatives that also have
strategic value for the company. These projects
give participants in a program the chance to apply knowledge and use skills they have learned in
a structured environment. Specific project ideas
may be generated and articulated in consultation
with the company’s executive team.

1. Customization of a program to a specific organization so that the unique needs of the company and
the individuals in a program are met;
2. Adherence to proven adult learning principles so
that programs are interactive and build on participants’ own knowledge and experience;
3. Construction of a teaching process that involves
introduction of a concept, skill practice, on-thejob application, and reflection;
4. Internal organizational support for a program and
opportunities for ongoing application; and
5. Creation of a learning group through which individuals support one another’s learning.
The broad elements of a strong leadership development program include the identification of essential
leadership knowledge and skills, assessment of emerging leaders, immersion training sessions, application
opportunities, challenge assignments, and mentoring
or coaching. A brief description of each follows.
•

Identification of essential knowledge and skills:
Companies identify the most essential nontechnical skills that leaders across the company or at
certain levels must have for the company to be
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•

Challenge assignments: Perhaps the most effective learning opportunities come in the form of
a set of unique and substantial assignments that
challenge and stretch an emerging leader in new
ways. A challenge assignment could take the form
of turning around a failing business unit, bringing a new product to market, or envisioning and
implementing some other strategic initiative.

•

Coaching and mentoring: Coaching from a person
outside the company helps an emerging leader understand and derive meaning from an assessment,
identify the ways in which the program content
applies to them, and structure and advance individual development plans related to their goals and
aspirations. Mentoring from an internal person
can help the emerging leader build relationships
with key individuals in the environment, learn
important things about the organizational culture,
and effectively navigate the organization.

•

•

Leadership engagement: Leadership development
efforts live and die according to the level of leader
involvement, according to research conducted on
a leadership development program led by Praxis
Consulting Group. The best programs have strong
leadership support and are designed to actively
include leaders from multiple levels in the company. Some ways to involve top leaders are to have
them teach or facilitate certain training modules,
make themselves available to be shadowed, serve
as mentors, work with participants to understand
their assessments, collaborate with participants to
create and implement development plans, meet
with participants to discuss what they are learning and how it can be applied in the workplace,
and partner with participants on projects and
challenge assignments. Support from top leaders is most effective when they themselves have
been through a strong leadership development
program. Not only do they learn new leadership
skills themselves, they share a vocabulary with and
are better able to support others as they learn and
apply new concepts.
Ongoing skill support and development: Praxis
research also showed that one of the most significant factors in a program’s success is whether
the organization creates some mechanism for

participants to continue to practice and develop
their skills after the program is officially over. This
finding corroborates what leadership development
professionals have seen for decades: skills are left
at the training room door if they are not practiced
and are not supported when participants return to
their organizations. The profile of BL Companies
below provides a description of how one company
successfully used a continuing education initiative
to maintain and enhance the skills and knowledge
that participants learned in a leadership development program.
In summary, one reason companies are unprepared for succession is that they lack a rich pool of
talent from which to select. They are cornered (or
have cornered themselves) into choosing among inadequate insiders or recruiting outsiders, neither of
which is promising. Building a leadership development
program that adheres to the principles and elements
described above not only enhances leadership capacity
across the organization but also lays the groundwork
for a robust succession planning process.

The Succession Planning Process
As shown above, succession planning actually begins
with broad leadership development, but it narrows
as a company identifies the key positions for which
succession planning is appropriate, assesses possible
candidates for each position, identifies a small number of potential successors for each position, creates
individualized development plans for each candidate,
and continually reviews succession plans.
Identifying Critical Positions for Succession
Planning
A good place to enter the formal succession planning process is to identify the key positions for which
succession planning is appropriate. The obvious first
position on the list would be the president or chief
executive role, followed by other positions in the Csuite. But how far it is worth going into the organizational chart depends on the size of the company and
other company-specific factors. As a rule of thumb,
companies should create plans for every position that
would cause “significant pain” to the organization if
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it were vacated unexpectedly. It is up to the company
to determine what “significant” means, but generally
speaking it is better to do more and go deeper than to
do less and only create succession plans for the highest
offices in the company.
Assessing and Identifying Potential Successors
Once a company has decided a position requires a
succession plan, it is incumbent on the person currently in that position to identify a small number of
potential successors. This may be done in consultation with other key stakeholders such as a human
resources representative, his or her manager (or the
board of directors if it is the CEO position), and peers.
It is important to identify more than one potential
successor for two reasons. First, the person identified may not work out, which would mean beginning
the process anew. Second, the person identified may
leave the company either because the succession is
not happening quickly enough or for any of a number
of other reasons. This is not to suggest that potential
successors be told they are succession candidates, but
rather that they all are told the company recognizes
their potential and is investing in their development
to prepare them for positions in the future.
A prospective candidate’s current job performance
is perhaps the easiest to assess. Such assessments are
most effective when they cover not only the person’s
technical or functional performance in his or her role
but also leadership capabilities and what are called
ownership behaviors. Leadership capabilities may
be demonstrated in a current role by how the person
builds relationships with others, the extent to which he
or she demonstrates strategic thinking and implementation, the person’s ability to communicate effectively,
and the degree to which the person takes initiative,
among other areas. As noted above, the leadership
capabilities on which the candidate is assessed will
depend on what is most important for company leaders to demonstrate. Some companies simply convert
their leadership competency model into a survey or
assessment instrument and apply it to the candidate.
Ownership behaviors are those behaviors that
demonstrate an understanding of employee ownership and that support an ownership culture, which is
characterized in the very least by a high degree of em-

ployee involvement and autonomy as well as frequent,
open, and transparent communication throughout
the company about company performance, direction,
challenges, and decisions. Some of the leadership behaviors supporting this kind of culture include taking
responsibility for how one’s role contributes to the
overall company, providing and being open to new
ideas about how the company can improve, meaningfully providing channels for employees to voice their
perspectives on company matters, demonstrating a
basic sense of fairness in how people are treated, and
providing information on company financials and
business decisions and educating employees about
how to understand and apply that information.
When a candidate’s functional, leadership, and
ownership performance are considered together, a
well-rounded picture of the person’s current performance emerges. However, it is even more important to
know how the candidate will perform in the future in a
different role. Along each of these three dimensions—
functional, leadership, and ownership—the person’s
current performance may not be a good predictor of
how he or she will perform in the future. For example,
the future role may demand that the person make
critical budget decisions for a department, whereas
a current role has no budgeting responsibility. For
this reason, it is also valuable to assess the person’s
potential. This can be a tricky process because it calls
for making a forecast about an unknown future. That
said, there are ways to make educated assessments of
potential.
One approach to assessing a candidate’s potential
is to consider how the person has responded to new
experiences or situations that create steep learning
curves. Has the person shown initiative or waited for
things to come to him or her? Adapted well to new
situations or expected changes in the new environment? Learned quickly or taken excessive time to get
up to speed? Folded in the face of obstacles or persisted
and engaged in creative problem solving? Answers to
these and other questions may provide insight into the
potential of the person to excel in a new role.
With the help of a qualified professional, a company may also consider having candidates undergo
personality and working style assessments that provide
information about a candidate’s style, tendencies, and
potential performance derailers. While no assessment
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or inventory can perfectly predict how a candidate will
perform in the future, instruments such as the Hogan
Personality Inventory and the Hogan Development
Survey provide invaluable insight—for a candidate
and for the company—about the person’s tendencies,
traps he or she may fall into, and his or her potential
fit in the position.
As part of the assessment of the person’s potential,
it is also worthwhile to consider whether there are
obstacles or barriers that have prevented the person
from performing at a higher level, whether it be a lack
of training and support, a challenging relationship, or
a lack of opportunity.
Finally, it is useful to assess a person’s interests and
motivations to ensure that they are aligned with the
role and the needs of the company. If, for example, a
role requires entrepreneurial and enterprising thinking, but an otherwise well-qualified person is more
motivated to establish efficient and repeatable systems
than he or she is to pursue cutting-edge opportunities,
it may not be a good fit. Similarly, if a role requires
extensive interaction and engagement with customers or other employees, but a candidate is primarily
motivated by working independently on technical
matters, this lack of alignment may be problematic
even if the candidate is extraordinarily talented in the
technical realm. An assessment such as the Motives,
Values, Preferences Inventory can be of assistance in
understanding a candidate’s motivations and interests.
This assessment process should result in a small
number of possible candidates for the position. When
looking for these candidates, people invariably turn
first to their own direct reports. However, it can be
useful to broaden the field of vision to include people
who might move laterally into a role. Sometimes the
best successors to lead a department or business unit
come from other areas of the company.
Development Plans and Opportunities
The goal at this point is to provide learning and experience that enable candidates to succeed into the
role, while continually assessing their fitness to do
so. An individualized development plan with specific, measurable, and relevant goals can help in this
process, especially when combined with support and
opportunities to grow.

Some companies create job rotation programs,
which, when done well, give emerging leaders exposure to other parts of the company and a broader
view of people, departments, and company issues that
leaders need to be effective in addition to skills at a
generalist level. As noted above, perhaps the most
valuable growth experiences are those that put people
in challenging situations where they will be required
to stretch significantly, but where success is possible
and the appropriate support and resources are available to them.
Reviewing Plans
Without regular attention, succession plans can
quickly become outdated and obsolete. Before the
plans come to fruition, candidates may leave the company for reasons unrelated to the succession process;
assessments of candidates may change, making someone look less or more promising as a successor than
before; and company strategy may shift, changing the
requirements of the role. For these reasons, it is worth
treating succession plans as living documents that are
revisited, reviewed, and updated on a regular basis.
Annual review of the succession plans helps ensure
that they are not only current but that the development plans embedded in them are being implemented.

Common Questions About Succession
Planning
There are important questions about the succession
planning process that leaders in employee-owned
companies often raise:
Should I disclose my succession plans to potential
successors?

In general, it is not recommended, though of course
people will make their own choices about how much
to share. Transparency is critically important in organizations, but openly discussing succession plans can
sow confusion, create unhelpful competition among
potential successors, and focus people on the future
more than the present, where strong performance
in their roles is of paramount importance. Without
promising anything in particular, it can be helpful to let
employees know that the company is invested in their
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future and to inquire about the employee’s aspirations.
If asked specifically about succession, it is possible to
tell the person (assuming it is true), “You are valued
today for your contribution, we want you to continue
to grow and develop, and at some point in the future
you could be a candidate for several different roles.
But we are not making that decision now.”
How many potential successors should I identify for a
specific position?

There is no magic number, but having at least two is
recommended, and actively developing and keeping
track of more than four may be unrealistic.
For which positions is it most important to have
succession plans?

If a position were vacated unexpectedly and it caused
the company “significant pain,” then a succession plan
is warranted. Start from the top and work down.
Who should I consult with about my succession plan?

At the very least, consult with your immediate supervisor (or the board of directors if it is an executive
position) and a human resources representative with
responsibility for organizational development. There
is an advantage to discussing succession plans among
peers so that the entire group is attuned to this issue
and to the broader leadership development process
at least at their level.
Are insider successors always better than outsiders?

No. Odds are that an insider is more likely to be successful than an outsider and will be better equipped
to preserve or strengthen aspects of your culture.
However, each case is unique, and in some situations
an outsider may be more appropriate.
If I decide to bring in an outsider, what should I do to
enhance the chances he or she will be successful?

When hiring outsiders, companies often overlook
the importance of cultural fit. Give the outsider a
realistic look at your company culture (warts and all)
and explore what kind of organizational cultures the
person has experienced, excelled in, and struggled
with. For employee-owned companies, explore what

experience the person has with employee ownership.
If the answer is none, cautiously consider whether you
can adequately educate the person about employee
ownership.
Then explore arrangements that allow the candidate and company to thoroughly explore whether this
is the right match. Six- or twelve-month consulting
contracts could provide space for both sides to experience and observe whether it is a good fit.
If we focus exclusively on hiring insiders, won’t we just
be cloning ourselves and making our approach to
business stale and eventually outdated?

That is a danger, but an avoidable one. One way to
handle it is to ask yourself whether a candidate is
capable of stepping away from the company enough
to take a critical view of its business decisions and
cultural elements. This is particularly important if the
person is a candidate for an executive role and if the
person has grown up exclusively within the company.
If so, think about whether the person needs external
experience or whether he or she has the capability to
drink the Kool-Aid without getting drunk.

Leadership Development and
Succession Planning in EmployeeOwned Companies
A number of employee-owned companies have
undertaken successful leadership development and
succession planning processes. Here are examples of
two companies that have done it well.
BL Companies
BL Companies provides integrated architecture, engineering, environmental, and land surveying services to
public and private clients in the Northeast and MidAtlantic states. BL’s founding CEO left the company
in 2006 after 20 years, selling 70% to an ESOP trust.
BL became 100% employee-owned in 2011.
There had been no formal succession planning
process leading up to the CEO’s departure. The new
president and the senior leadership team had limited
executive experience. Schooling for architecture and
engineering professionals does not generally include
significant focus on business, management, or leadership skills.
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As the founding CEO was departing, it was apparent that the senior leaders and others would benefit
from leadership development. Until that time, leaders in the company had had very limited exposure to
and development of “softer” leadership skills. Communication and working relationships among some
members of the senior team were strained and were
tested with the change in leadership. When differences arose among team members, they struggled to
speak to one another directly about them, leading to
some acrimony and confusion in decision-making.
Moreover, silos separated the various disciplines,
challenging BL’s ability to optimize the provision of
integrated services to clients.
Following a strategic planning meeting that surfaced many of these issues, BL undertook a leadership
development process designed to strengthen the team
of employee-owners running the company; develop
leadership capacity at multiple levels of the company;
develop a culture of ownership, employee participation, and accountability; and prepare a next generation
of leaders to succeed into top positions.
BL Competency Model

As a first step in the process, a team of BL’s most senior
leaders created a competency model describing the
skills and behaviors that all leaders would need to practice for the company to be successful. They identified
eight core leadership competencies (accountability,
teamwork, developing others, relationship building,
client focus, communication, strategic thinking, and
leading and managing change), each defined by a
series of behaviors (see the appendix to this paper).
This competency model became the foundation of the
leadership development program.
Over the next several years, BL rolled out a multitiered leadership development program that touched
employee owners at all levels of the company.
Structural Integration of Leadership Competencies

The broadest element of the program infused the
BL competency model into key HR practices in the
company. In the hiring process, BL began to scrutinize
candidates not only for their technical capabilities
but also for their leadership capabilities by listening

to ways in which job candidates displayed the leadership competencies. In the onboarding process, new
employees were introduced to the BL competency
model and told about its importance to BL’s ownership
culture and business success. And in year-end staff
evaluations, employees received feedback not only on
how they performed on their functional responsibilities but also on how they performed on the leadership
competencies. Together, these processes provided an
infrastructure of support for the other elements of the
leadership development program.
BL Leadership Foundations Program

Education on the most basic leadership skills came
through the BL Leadership Foundations Program, the
first session of which occurred in 2007. This two-day
program focused on enhancing four critical leadership capabilities through the application of emotional
intelligence skills and capabilities:
1. Accurate self-assessment, or the ability to understand one’s own style and the impact of one’s
behavior on others
2. Interpersonal communication, specifically listening for understanding and effectively giving and
receiving feedback,
3. Understanding and learning to interact with
people who have different work styles
4. Goal setting and development planning
Leading up to the sessions, participants took an
emotional intelligence self-assessment survey known
as the Bar-On EQ-i, the results of which they received
and discussed in the sessions. Participants also were
exposed to a series of brief lectures that introduced
skills and concepts, engaged in experiential leadership
exercises and small-group discussions, and set goals
for their personal leadership development.
The program was rolled out as a cascading process.
The first to participate in the program were the 15
most senior leaders, followed by a second session for
12 additional senior leaders and three more sessions
each with approximately 35 mid-level leaders. With
each successive session, senior leaders took increasing responsibility for facilitation and delivery of the
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program. Several of the top leaders were trained and
then independently led the fifth session.
One unique aspect of the Leadership Foundations
Program was the way that senior leaders involved
themselves in the process. For example, following the
first session, senior leaders attended the other sessions
and facilitated small-group discussions about participants’ self-assessment surveys. In these discussions,
they shared the results of their own surveys and spoke
candidly about the development action plans they had
created for themselves in prior sessions. By modeling
an openness to learning, senior leaders encouraged
more junior leaders to engage in open dialogues about
their strengths and developmental needs and become
more deeply invested in the process.
This degree of engagement by senior leaders also
laid the groundwork for a second unique aspect of the
program, which BL called the “cohort groups.” After
going through a learning session, each participant was
assigned to a cohort group, which was led by a pair of
senior leaders in the company. In monthly cohort group
meetings, participants discussed their progress on their
action plans; read and discussed books and articles on
leadership, management, and organizational behavior;
and engaged in in-depth conversations about each of
the leadership competencies and how they were (or
could be) implemented at the company. Participation
in a group was encouraged but not mandatory, and
a handful of participants opted out of their cohort
groups. But for those who did participate regularly, the
cohort groups had the effect of raising accountability
for following through on commitments made in the
formal Foundations program, giving senior leaders
more experience facilitating discussions about leadership issues, exposing participants to new knowledge
about leadership, enabling conversation about how
ideas about leadership could be practically applied, and
building relationships across departments.
BL Second-Tier Leadership Development

In addition to the Foundations Program, BL invested in
one-on-one executive coaching for a number of senior
leaders. To learn more about how they were perceived
as leaders and to better understand their strengths
and developmental needs, these leaders underwent
a 360-degree assessment based on the competency
model. Feedback meetings were conducted by pro-

fessional executive coaches, and leaders also had the
opportunity to share their feedback reports and action
plans with one another. They participated in regular
coaching sessions for several months.
BL Executive Development

In 2011 BL was prepared to undertake a more in-depth
executive development program for the 12 most senior
leaders in the company. The goals of the program were
to deepen participants’ own leadership skills and competencies to enhance individual performance; engage
participants in leadership activities and behaviors
that would directly enhance the business; enhance
participants’ abilities to coach and develop others;
and deepen leadership bench strength to provide for
flexibility, growth, and succession planning.
The leaders participated in three two-day learning
sessions over seven months. Each session provided
exposure to critical concepts about management and
leadership and opportunities for participants to apply
the concepts directly to their own teams, departments,
and work with one another. The content of the program
centered on three broad areas. For “Self as a Leader,”
participants underwent an in-depth assessment of personality and leadership style, received feedback from
a professional coach, and learned about such things
as stress management, time management and priority
setting, and one’s own values as a leader. For “Leader
of Others,” they focused on advanced communication
skills, developing others by understanding trust and
motivation, delegation, accountability, conflict management, and team development. And for “Leading the
Company,” they learned about strategic thinking and
organizational culture. Participants also undertook
projects that had immediate value to the company
and gave them a platform to take initiative, engage in
strategic thinking, and take concrete steps to move the
company forward. Projects focused on such topics as
new market opportunities for the company, ways to
restructure roles and relationships, and operational
efficiencies. The participants presented the progress
and results of those projects to BL’s board of directors.
Succession Planning at BL

The leadership development program integrated with
the succession planning process in a variety of ways. At
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all levels of the company, it expanded the talent pool of
leaders who could progress into leadership positions in
the future. At the senior level, leaders received the tools,
the opportunity, and the guidance needed to more
seriously engage in developing people on their teams
and grooming them for advancement. The leadership
development work also gave senior leaders a wealth of
insight into what is required of the very top executives
and invited them to think carefully about whether they
had the capability and the interest in taking on such
roles. As it happened, some of the candidates who had
initially wanted to be considered for the CEO position
decided it might not be the right role for them after all,
at least not at this time. At the same time, the leadership
development programs gave the current CEO critical
information about the capabilities of potential successors and how they might perform in roles with broader
responsibilities, including the chief executive role.
As of the publication of this issue brief, BL was
beginning to take up the succession planning process
more formally by identifying the key roles for which
a succession plan was needed, identifying the potential candidates for each position, and continuing to
develop the candidates. BL also is creating a more
advanced leadership development program that will
build on the skills and concepts the senior team learned
in the first program. Finally, BL is developing a program for “high potentials” that will provide them with
challenge experiences as well as additional coaching
and development opportunities.
Recology, Inc.
Recology is parent to over 30 operating companies
that provide resource recovery services in the Western United States. An industry leader in recycling,
composting, and diverting materials from landfills,
Recology is also the largest employee-owned company
in the industry, with over 2,800 employees. Recology
formed its ESOP in 1986.
The company embarked on a multi-tiered leadership development program and a robust succession
planning process. This became even more important
when Recology charted a new initiative to expand the
business, partially through acquisitions of other companies. The company recognized that to be successful
it would need talented managers to partner closely
with leaders at the new companies. The company also

saw that to infuse Recology’s ownership culture into
its new companies and to culturally hold together a
company spread over a large geographic area, it would
need to reinforce its ownership culture.
Leadership Development at Recology

Like BL Companies, Recology defined the skills and
attributes it needed employees and leaders to demonstrate for the company to excel. Recology’s “Keys to
Success” apply to all employees (“It takes each of us to...
accomplish the job; consider the customer; be respectful; act with honesty and integrity; be accountable; ask
questions; practice the 4Rs—reduce, reuse, recycle,
Recologize”). Meanwhile, the Recology Leadership
Competencies (strategic thinking, critical analysis,
business acumen, communication, interpersonal
skills, teamwork, leadership, people development,
knowledge building, and customer relations) apply to
managers and more senior leaders.
Recology incorporated the leadership competencies, defined in behavioral terms, into its performance
evaluation and competency assessment process and
used it to define the focus of the company’s leadership
development programs.
Recology Academy Foundations Program

The Recology Academy Foundations Program is an educational program targeting high-performing employees
who are either new to management or likely to move
into management roles in the near future. Between 12
and 16 employees are enrolled at a time. The purpose of
the program is to introduce participants to fundamental
concepts and practices of leadership, build relationships
across departments and operating companies, and help
top leaders identify motivated and talented employees
who could grow into more senior roles.
The diverse programming during and around nine
monthly one-day learning sessions includes:
•

A community service day, reflecting the company’s
commitment to active engagement with its community and giving participants a chance to get to
know one another informally;

•

An online assessment by the participant and his/
her manager about the employee’s performance
on the leadership competencies;
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•

A meeting between the participant and his/her
manager to discuss the assessment and the participant’s goals for the program;

•

Short presentations, group discussions, and exercises related to such topics as leadership styles,
how to build an effective network, fundamentals of
process improvement and operational efficiency,
public speaking skills, how to create and deliver
an elevator speech, fundamentals of giving and
receiving feedback, methods for exercising influence, program planning, fundamentals of financial
management, and customer service;

•

A series of writing assignments paired with editorial support and coaching to improve business
writing;

•

A series of presentations by department heads
from across the company and senior executives
to provide participants with a holistic view of the
company;

•

Tours of multiple company facilities to give participants direct exposure to the people and operations at key sites;

•

A full day of shadowing of anyone (and any role)
in the company that a participant wishes to learn
more about;

•

Independent projects through which participants
identify a process in the company that they would
like to improve, research possible alternatives,
implement them, and present the results to senior
leaders in the company (e.g., creation of a financial
management training program for nonfinancial
managers and creation of new mechanisms for
educating employees about employee ownership); and

•

Group projects where participants work in teams to
solve a problem or pursue a new opportunity that
senior leaders in the company have identified. An
example of a project conducted through the program was the creation of business continuity plans
in the event of natural disasters or other crises.

Recology Academy Leadership and Beyond Program

The Leadership and Beyond program is targeted at
employees who have more management experience

and may be candidates to ascend into general manager
and other more senior-level positions. Accordingly, the
program has a different focus than the Foundations
Program and uses some different methods.
In the Leadership and Beyond Program, participants undergo a process of 360-degree feedback on the
Recology leadership competencies, and after receiving their feedback reports and discussing highlights
with their peers, they receive individual coaching. The
coaching helps participants create individual development plans, which they pursue over the course of the
program.
Participants convene for four two-day immersion
sessions, each six to eight weeks apart. Topics covered
in the immersion sessions include advanced communication skills, developing others, team dynamics,
organizational culture, ways to promote employee
participation, and strategic thinking and planning,
among other things. Participants also join in discussions with top executives about strategic planning in
the company. Through group projects, participants
tackle more complex Recology-specific endeavors
such as a cost-benefit analysis of using renewable energy sources, research into new products and services
that will reduce the waste stream, and restructuring of
the company’s annual sustainability report.
Impact of the Recology Programs

The leadership development programs provide participants with experiences they can leverage and practical
skills they can use to better carry out their roles. As
such, the company generally strengthens its leadership talent pool. The company also benefits from the
dozens of individual and group projects that have been
implemented, which have had a direct impact on the
company’s success.
Perhaps more importantly, the program enables
Recology to reinforce its ownership culture. In addition to learning about employee ownership (concepts
are infused throughout both programs), participants
gain deeper insight into the company strategy and how
people support it in their individual roles. Developing this line of sight is an important component of
ownership culture.
When participants give feedback about the programs, they invariably remark on the value of building
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new relationships with employees from other parts
of the company. They strengthen their professional
networks and gain access to others who can help them
solve problems and pursue opportunities in the future.
Moreover, the company gathers important information about its personnel. Top executives have a rare
opportunity to get to know people at lower levels of
the company. And by observing participants deliver
projects and engage in discussions, they gain critical
insight into who has the potential to move into more
senior positions in the company.
Rotating Employees to Build Leadership Capacity

Though Recology does not have an employee rotation
program per se, it actively pursues opportunities to
rotate employees into new roles and different operating companies to accelerate their learning and expose
them to other parts of the company. For a company that
is growing through acquisitions and is geographically
dispersed, this type of rotation also helps Recology
disseminate its culture and build cohesion across the
company.
Succession Planning at Recology

Recology’s succession planning program is closely
interwoven with its leadership development efforts.
The company has identified all the positions (over 50)
for which succession planning is necessary. The people
in those roles are asked to identify several potential
successors and assess their performance and their
potential to fill the role in the future. They are also
asked to create specific development plans that would
better equip the candidates for future roles. These succession plans are reviewed annually so managers can
make adjustments as necessary. The annual reviews,
along with the inclusion of development plans, keep
the succession plans alive and current and emphasize
the importance of each manager’s responsibility for
succession planning.

Conclusion
Leadership development and succession planning are
most effective when undertaken in concert with one
another. Leadership development helps to deepen the

pool of employees who are suitable for more senior
positions. By nurturing internal potential candidates,
employee-owned companies increase the chances that
their future leaders will be successful, since those promoted internally tend to fare better than those hired
from the outside. By cultivating internal employees
who already have exposure to concepts of employee
ownership, companies can also reinforce a culture
of ownership when those employees succeed into
higher-level roles. Succession planning also ensures a
smoother transition when leaders change, which has
strong implications for business performance.
BL Companies and Recology offer examples of
robust leadership development and succession planning processes. Though each company has tailored
its approach to meet its unique needs, they both also
follow many of the best practices for developing leaders and planning for future succession.
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Appendix: BL Companies Competency
Model as of August 20, 2007
Competencies

Behaviors Reflecting Competence

Accountability

Takes responsibility for one’s own success
Takes responsibility for the success of the team
Takes responsibility for the decisions and success of the organization as a whole
Makes timely decisions with best available knowledge
Drives plans to closure
Holds direct reports accountable for their responsibilities
Holds cross-functional team members accountable for their responsibilities

Teamwork

Creates an atmosphere of shared purpose and shared accountability within the work team
Creates an atmosphere of shared purpose and shared accountability across disciplines
Promotes mutual understanding, mutual respect, enthusiasm and performance within the work
team
Promotes mutual understanding, mutual respect, enthusiasm and performance across disciplines
Affirms the value of each team member
Affirms the value of the whole team
Affirms the value of leadership
Initiates and embraces partnerships across the company and with clients to generate improved
business outcomes
Looks for true win-win solutions
Promotes culture of shared ownership and shared rewards

3

Developing Others

Understands where direct reports are in their professional development
Works closely with direct reports to create realistic professional development plans
Takes action to facilitate direct reports’ professional development
Promotes continuous improvement of the individual and the team by creating an environment that
encourages taking on new challenges
Sets high standards
Creates a climate that helps bring about the best in others
Communicates expected outcomes clearly and then lets people figure out how to get there
Provides useful feedback
Celebrates the successes of others
Treats others’ mistakes as learning opportunities
Sets a good example for others to follow.

4

Invests the time to actively pursue and maintain relationships with employees to gain and maintain
their trust and respect
Invests the time to actively pursue and maintain relationships with clients to gain and maintain their
trust and respect
Invests the time to actively pursue and maintain relationships with external business partners
(vendors, developers, brokers, agencies, etc.) to gain and maintain their trust and respect
Relationship Building Shows consistency among principles, practices and behavior
Understands and responds to the core goals, needs, and drivers of employees
Understands and responds to the core goals, needs, and drivers of external business partners
(vendors, developers, brokers, agencies, etc.)
Follows through on commitments
Treats everyone respectfully, regardless of position or role

1

2
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Competencies

5

6

7

8

Behaviors Reflecting Competence

Client Focus

Demonstrates an understanding that “clients” include not only paying customers but also regulators,
internal clients, and external business partners (vendors, developers, brokers, agencies, etc.)
Identifies and understands clients’ goals, needs, drivers and constraints
Demonstrates an understanding that BL’s success can only be achieved through superior client
service
Embraces quality as an essential attribute of all deliverables
Develops individual and team expertise necessary to succeed in a chosen marketplace
Projects value, knowledge, and expertise in the marketplace
Develops and shares client relationships and leads to expand BL’s network of connections and
opportunities

Communication

Listens, asks questions, pays close attention, and seeks to understand others’ verbal and nonverbal
communications
Tailors communications to the appropriate audience and the goal
Expresses ideas clearly, concisely, and with impact
Ensures all critical data, decisions, and commitments are appropriately documented
Demonstrates confidence, “presence,” and expertise in public speaking and other presentations
Shares information appropriately among stakeholders

Strategic Thinking

Identifies and prioritizes critical issues
Establishes a clear vision of an outcome, then defines and acts upon tasks to achieve the outcome
Considers financial impacts and implications when approaching challenges, opportunities, or issues
Identifies, prioritizes, and acts on strategic issues while maintaining day-to-day responsibilities
Understands and communicates how individual tasks and/or projects fit into the strategic direction
of the firm
Recognizes and drives innovations and/or technologies that will achieve competitive breakthroughs
Understands the strengths and weaknesses of BL’s competitors and positions BL accordingly with
clients, prospects, and employees

Leading and
Managing Change

Understands and provides a clear rationale and context regarding the need for change
Provides a direction/vision that generates people’s commitment
Provides a clear sense of what needs to be done to move from the current reality to the future vision
Teaches and models new behaviors by example
Uses participative processes to gain people’s buy-in to and ownership of change
Empowers others to act by removing obstacles and resistance to change
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