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INTRODUCTION


DISCOVERING THE
LIFE CYCLE


“This guy isn’t going to cut it.”


We are engulfed in the cult of the charismatic leader lionized for displays of confidence, who single-handedly propels a company to phenomenal success. This idolatry obscures the truth of what it takes to be a great CEO. Consider the case of one leader who took the helm of a major conglomerate that was in dire straits.


On a sweltering May evening a few months after his appointment to the job, Dave, drenched in sweat, showed up for dinner at a ritzy industry conference in Florida. He was wearing a wool suit, while the crowd of elite Wall Street analysts and high-powered corporate leaders, in stark contrast, were decked out in lightweight summer pants and golf shirts. Dave hadn’t gotten the memo. But how fitting, given the widespread skepticism about him. The leading business media was reporting that he wasn’t up to the job. One analyst at the dinner, Scott Davis, overheard another guest sneer about Dave: “This guy isn’t going to cut it.”1


In fact, Dave hadn’t been the first choice for the CEO position, or even the second or third choice. Word was five others had been offered the job before him. What’s more, a couple of years earlier he’d been unceremoniously fired from his position as divisional president at a leading competitor. No one would have suggested from his educational background, either, that he was CEO material. Not only did he not have a degree from an elite school, but it also took him six years to graduate. He hated college and he’d dropped out for a time.2


As Dave’s first year in the CEO seat progressed, the sneering assessments of that Florida night prevailed on the Street; the company’s stock slid 40 percent. Dave didn’t make any of the bold moves analysts and media pundits said were needed: no big acquisition, no strategic pivot, no major layoffs. Not only that, when he called a gathering of overseas division leaders, almost half didn’t show up, and they explained later that they thought meeting with him would have been a waste of time.3


Scott Davis was the only analyst of all those covering the company who wrote positively about Dave and his plans for a turnaround.4 When Scott issued a buy rating for Dave’s company’s stock that October, his boss warned him the decision might be the end of his Wall Street career. He received a flood of criticism from investors, which he describes as “bordering on harassment.”


Why was he bullish on Dave? Because he’d looked beyond the simplistic notions about what Dave lacked. He focused, instead, on the fact that in the divisional leadership role Dave had previously occupied, he’d methodically made smart investments in new products and operational transformation, which laid the groundwork for great improvements in results. Those moves weren’t flashy, and they didn’t supercharge performance in a quarter or two. But they were just what Dave should now enact at the ailing conglomerate, Scott thought.


Sure enough, anyone who followed his buy advice made a fantastic bet.


Dave is Dave Cote, who at the helm of Honeywell achieved one of the most impressive company turnarounds of any CEO in the twenty-first century. In his sixteen years in the job, from 2002 to 2017, he took the company—deemed “unfixable” by one leading analyst—from the brink of disaster to a share price rise of 245 percent. That’s compared to 115 percent for the S&P 500 during the same period. As for the company he was booted from, that was General Electric. Cote was fired by legendary GE CEO Jack Welch after Welch appointed Jeffrey Immelt as his successor. Welch later said he did not see Cote as “really in contention.”5 Oh, the twists of fate. In the years of Cote’s stellar tenure at Honeywell, GE’s stock slid by 25 percent, and in what Bill Gates has described as “one of the greatest downfalls in business history,” in 2021, GE announced it would split itself into three firms, each a shadow of its former self.


Perhaps no story demonstrates more clearly how flawed are prevailing notions of what CEO success requires. CEOs have been the subject of so much mythologizing. As Jeffrey Sonnenfeld, founder of the Chief Executive Leadership Institute and an expert on corporate leadership, laments, “CEOs are worshipped as rock stars, if not nearly deified.” So often they are depicted as highly charismatic corporate saviors who parachute in with superhuman strategic vision and unshakable confidence and work immediate wonders.6 Alternatively, they’re demonized as greedy villains, heartlessly sacrificing workers’ livelihoods in order to secure their grossly exorbitant pay, if not scheming to destroy the planet. Perhaps no CEO storyline is as popular as that of the hero undone. As Sonnenfeld puts it, the same leaders are profiled as saviors, “dragon slayers one moment and the next moment vilified as the very dragons they presumably conquered.”7 It’s high time—well past time—to take CEOs off their pedestals and call off the firing squads.


All the mythologizing is so unfortunate. It has popularized badly misguided notions about how a CEO can succeed in a job that’s not only crucial to the economic foundations of our society but also so cognitively, emotionally, and physically challenging that nearly a third of those appointed last fewer than three years in the role. The mythmaking has obscured so many important lessons we can learn from observing how CEOs struggle mightily with the changing challenges of the role, and overcome them, not only in the early going but also throughout their tenures. Central to the flawed depictions is the notion that CEOs succeed because they are the rare leaders who “have what it takes.” “The myth of the omnipotent CEO,” writes Peter Senge, another leading expert on corporate management, depicts them as “the few special people blessed with the capability for command and influence. They have become leaders precisely because of their unique mix of skill, ambition, vision, charisma, and no small amount of hubris.”8 In our own work helping CEOs build their skills and engage in personal development, we have seen just how flawed that perception of omnipotence is. Even the highest performers, who’ve achieved successful, long tenures, didn’t start the job as the fully formed forces of nature described in the prevailing mythology. Many had serious deficits they had to work hard to correct once in the role. Then, even after successfully navigating the intense challenges of the first couple of years, they had to continue to put themselves through difficult processes of growth.


Understanding how CEOs succeed requires understanding how the challenges of the role evolve over time and how CEOs who thrive adapt to meet those changing challenges. Chris Nassetta, who took the helm of Hilton Hotels in 2007 and has led the company to strong growth, highlighted this in speaking with us about his success. “I’m a very different leader than I was twenty years ago, or even ten years ago. I’ve adapted.”


The Life Cycle of a CEO was born from an analytical breakthrough that clears the fog of the mythmaking. We began investigating whether there was a systematic way to understand superior CEO performance over time, a common thread in how CEOs succeed that would have significant value not only for those in the CEO role but also for boards of directors, analysts assessing company prospects, and aspirants to the CEO job.


We conducted an unprecedented study. Using novel techniques, we rigorously analyzed the performance of every twenty-first-century CEO of the S&P 500 throughout the years of their tenure. We then conducted over a hundred interviews with CEOs and board directors about the demands of the job and how they changed over time. We wanted to understand not only the leadership decisions CEOs made but also how they played the inner game to develop the mental fortitude, emotional resilience, and self-awareness required. We also wanted to learn why those who stumbled in the job failed. This research led to the discovery of the CEO Life Cycle—a series of five distinct stages of tenure, which each present a unique set of headwinds and tailwinds that demand CEOs grow in new ways.


The CEO Life Cycle, and the rich stories and insights CEOs shared about how they met the challenges of each stage, provide a groundbreaking road map for CEOs to anticipate and successfully navigate the profound demands of the job. What’s more, understanding how the successful CEOs we’re profiling challenged themselves to overcome their deficits and build new skills in each stage of the Life Cycle will prove enormously useful for leaders at all levels. Because the CEO job is especially taxing, the leadership and personal growth lessons shared in the pages that follow are rich in insights about the requirements for success for anyone in business. They will also provide crucial guidance to directors seeking to support CEOs and to all those with a stake in evaluating a CEO’s leadership.


In the rest of this chapter, we describe the nature of our CEO Life Cycle study and why it allowed us to develop a unique understanding of CEO success. We then introduce each of the phases of the CEO Life Cycle, which we portray more fully in the following chapters.


◂◂◂◂◂ ▸▸▸▸▸


One reason the hero mythology has rooted so firmly is that coverage of CEOs focuses intensively on particular dramatic moments in their tenure. A CEO may make a splash when they’re appointed, as was true for Mary Barra when she was named General Motors chief and became the first woman at the helm of a major US automaker. Most other coverage focuses on moments of either great success or great failure, with particularly voluminous attention paid to scandalous failures. Coverage is also intensively concentrated on a handful of CEOs who achieve virtual celebrity status. One study of newspaper coverage of CEOs found that, for example, 48 percent of all articles that mentioned CEOs by name were about just five people.9 Yet, even for these most heavily covered leaders, we hear so little about the many other challenges they faced during so much of their tenures.


We hear about the highest of highs and the lowest of lows, and precious little about the more challenging steady grind of executing a long-term strategy. Or the years of in-depth analysis and testing done before a big achievement hits the market; big wins are often depicted as springing out of a CEO’s mind in a flash of insight. What we’re left with are disjointed snapshots, akin to a set of photos marking particular moments throughout one’s lifetime with no story of what happened in the intervening years.


When it comes to the fuller stories told in CEO biographies and memoirs, they focus largely on the specific company challenges the leader dealt with rather than on the general nature of the CEO job and the common challenges it presents as one’s tenure progresses. Much of a technology company CEO’s story will be about contending with emerging technologies, such as cloud computing and artificial intelligence. A CEO of a consumer-goods company will recount challenges with launching new brands and adapting to changing consumer preferences. The leader of an industrial manufacturer might focus on how they turned the company around by implementing a more efficient production process. The rich specificity of these CEOs’ experiences is both highly informative and fascinating. Yet, the differences in those industry and company specifics can make understanding the general nature of the CEO job difficult because the job seems so different in so many ways for different CEOs. Which is true, of course. But our research, and volumes of research by others, reveals the important underlying commonalities. Learning to expect the challenges common across all CEO positions is an important complement to knowledge about the specifics of the company and industry one is taking charge of.


Researchers have made efforts to discover commonalities across industries, but very little analysis has focused on how a CEO’s challenges in the job change over time. Little attention has been paid to how CEOs grow in the role, how they compensate for weaknesses in their skills and experience, or how they rekindle their energy and passion as years proceed.


Much has been written about the four or six or eight characteristics of high performers that account for their success, be it extroversion, confidence, or a large appetite for risk-taking. These studies give the impression that the people who most closely fit the mold are the most likely to succeed. Yet, Stanford economist Nicholas Bloom, who has tried for twenty years to determine the characteristics of the most effective corporate leaders, cautions, “You look at the data, there’s ten different recipes for success. Sure, there are some people who are better than others, but it’s damn hard to tell what it is.”10


The focus on traits and the skewed media coverage perpetuate the myth of the fully formed leader. We don’t often hear how those who eventually succeeded struggled in their early years and then again later in their tenure, even with great success behind them. The features of the CEO job that people wrestle with most in their early years, past the first ninety to a hundred days, aren’t highlighted. The particular challenges of the middle and later years, which require them to reignite their passion or engage in personal reinvention, get relatively little attention. George Paz led a substantial transformation of the pharmacy business Express Scripts over the course of eleven years, and he shared with us that at some point in every CEO’s tenure, “You’ve got to admit that what you’ve been doing that made you successful is no longer what’s going to make the company a success.” The longer a CEO’s tenure, the more times this will be true.


The study of CEO success has been a lot like the craft of athletic scouting before the advent of the Moneyball era—too focused on star players and on a select set of innate abilities and not focused enough on how all leaders can enhance their odds of success. To uncover those insights, a scientific, data-driven approach is required. That was key to the success of Oakland A’s front-office executive Billy Beane, as famously portrayed by Michael Lewis in his book Moneyball. Beane embraced sabermetrics, the use of statistics to “search for objective knowledge about baseball.” Leading baseball analyst Bill James coined the term in recognition of the work of the Society for American Baseball Research, or SABR, the acronym on which the term is based.11 The society pioneered the application of statistics to the analysis of player performance, and Beane applied sabermetrics to massive troves of player performance data over time. His striking discoveries enabled him to spot lower-cost recruits who had potential instead of paying the high costs of hiring players deemed to have the best odds of succeeding. Beane found, for example, that better than some player traits long thought to be the best indicators of future success, such as hitting power and running speed, two performance statistics predicted whether a player would help a team score more runs: on-base percentage (OBP) and slugging percentage, the latter being a measure of a batter’s productivity.12


In light of his findings, Beane changed his recruiting for the 2002 season and looked for players with strong numbers in those two statistics rather than for higher-ticket sluggers. That he thereby fielded a strong team, which made it to the playoffs, at lower cost has been emphasized. But the more significant influence has been on the increased use of data analytics to change how baseball and other sports are being played and how players are being trained and coached. In baseball, for example, starting pitchers now pitch fewer innings because statistics revealed that relief pitchers are more likely to get batters out after their third time at bat. Detailed maps of where players have hit the ball are used for “shifting,” repositioning fielders often dramatically to the left or to the right, closer up or farther out, when a particular batter steps up to the plate.


In basketball, analytics showed that taking more three-point shots leads to higher scoring. Teams have adapted to prioritize three-point shooting, changing the dynamics of offense in the NBA. The result has been record-breaking numbers of three-point attempts per game across the league, with the percentage of total shots taken that are three-pointers increasing from 17 percent in 2000 to 39 percent in 2020. Some individual players have dramatically upped their game. For example, before Channing Frye moved from the Phoenix Suns to the Portland Trail Blazers, just 3 percent of his shots were three-point attempts. His new coaches told him to work on making the longer-range shots, and that year he increased his percentage of three-point attempts to 43.4 percent, which significantly boosted his total points scored.13


These discoveries were made possible because so much data had been compiled for so many players for so many years of performance. After we created our massive database of CEO performance, analysis allowed us to identify many ways that leaders can work on their abilities, just as Channing Frye did, first to enhance their chances of being selected for a CEO job and then to up their game while in the role.


THE CEO LIFE CYCLE PROJECT


The five stages of the Life Cycle are delineated by ups and downs of CEO performance that are associated with years of tenure rather than with the particular issues the company faced or economic headwinds and tailwinds. The Life Cycle pattern is as follows: a sharp rise in performance the first year followed by a significant downturn in the next year, with performance then rising again for several years of strong growth (generally years three to five) but giving way to another several-year period (generally years six through nine) characterized by stagnating performance. The last stage, starting with year ten, is a period of stronger performance that is more stable year to year than in any other period. After discovering the pattern, we conducted further quantitative analysis and interviewed CEOs to delve deeply into what could explain those ups and downs. This research produced a wealth of findings about the distinctive challenges of each Life Cycle stage and how a CEO can navigate them.


The database we compiled to conduct our analyses included leaders who started before 2000 and were still in leadership positions during our study’s time frame and ones who started in that period and are still leading. This totaled 2,077 CEOs. (More details on the sample can be found in Appendix 2.) The data comprised a range of financial metrics for each CEO, including revenue growth, return on invested capital (ROIC), operating income, operating expenses, capital expenditure, mergers and acquisitions (M&A) activity, and total shareholder return (TSR), which is the total amount an investor earns from a stock, including capital gains, dividends, stock splits, and special distributions.


We tracked the CEOs’ performance from their exact start dates; for example, Dave Cote started at Honeywell on February 19, 2002. For CEOs who left the role, we tracked up to their departure date; for Cote, March 31, 2017. This allowed us to chart their performance from anniversary to anniversary rather than by calendar years, which gave us precise data for exactly the duration of each CEO’s tenure. Otherwise, if we’d used calendar years, some performance data of their predecessor and their successor would have been included and skewed our findings. If a CEO started in June, say, we excluded the company’s performance data from January through May of that year.


This method of capturing CEOs’ individual performance data allowed us to look for patterns over time across tenures that spanned very different years. So, for example, we could compare performance during a tenure from 2001 to 2015 to performance during a tenure from 2006 to 2020. This allowed us to see whether any pattern appeared in years one through two or in years three through five and on throughout the years of tenure. The first analysis we did was to chart changes in total shareholder return for each CEO. Although a CEO’s performance can be evaluated on many other bases, such as revenue growth or ROIC, TSR is the best measure for our purposes. It offers a more comprehensive view of performance than share price alone, and it’s not subject to accounting manipulations. What’s more, it is based on the collective views of a vast number of market players, and it’s the statistic best suited to represent overall performance.


Next, to discern whether any pattern of performance was associated with the amount of time a CEO occupied the role, we had to neutralize the effects on TSR of the booms and busts in business and industry cycles. So, we included performance data for the overall market, using the S&P 500, which enabled us to examine how changes in a given company’s TSR compared to changes in the market. For example, during the Great Recession of 2008, most companies experienced a steep decline in TSR, but some outperformed the market, and others realized even steeper declines than average. The S&P 500 company data also allowed us to capture swings in performance by industry, so we could neutralize those effects as well.


The key to neutralizing overall market and industry swings in shareholder returns was aggregating performance data for so many CEOs who started on so many different dates. Take the case of the Great Recession. For CEOs who started in 2008, the recession’s effects showed up for two to three years, starting in their first year in the job. For CEOs who started in 2007, the effects started showing up in their second year. And for those who started in 2006, the impact began in their third year. In this way, for the full sample of CEOs who started in those years, the effects are spread over years one, two, and three. By aggregating so many CEO tenures over such a long range of time—the first twenty years of this century—we spread out the effects of all the other booms and busts that happened during those years in the larger economy and in the relevant industries. What we were left with was the CEO Life Cycle of ups and downs in performance that were associated with the years of CEO tenure rather than with the larger macroeconomic and industry headwinds and tailwinds.


Our next step was to dig into the details of CEOs’ experiences as they progressed through the Life Cycle stages. We wanted to discover aspects of the job, changes in the job over time, and, crucially, requirements for success in each stage that could account for the Life Cycle pattern. This part of the study involved both analyzing more of the quantitative data through the course of CEOs’ tenures and interviewing CEOs and directors. As the practitioners of sports analytics know, data analysis can get you only so far; it must be combined with qualitative wisdom. After sabermetrics caught on, even as sports teams ramped up their data gathering, installing extensive and more sophisticated camera systems to capture more and more detail, such as speed and force of swings and the angle at which a ball left a hand, they began to see diminishing returns. They needed to combine the quantitative findings with the observations and learning scouts, coaches, trainers, and players had gleaned from years in the game.


Similarly, we needed to learn from CEOs what might account for the Life Cycle pattern. As we dug into how their experiences evolved as their tenures progressed, they explained the distinctive challenges they faced in these different periods. We also learned how those who were successful in meeting the challenges did so and what pitfalls others fell into that impaired their performance. Finally, we probed their earlier career experiences to learn how they had equipped themselves for being selected for the job. That has allowed us to offer important advice on how prospects can best build up their experience and skills to rise into and then thrive in the role.


We conducted these interviews over the course of five years, speaking with CEOs and directors from a wide range of sectors and industries, including industrial machinery, consumer packaged goods, banking, fast-food and quick-service restaurant chains, health care, hospitality, and energy. We interviewed CEOs widely lauded as the most successful over the past two decades, as well as many others who have achieved spectacular results but with less media coverage. We also spoke with leaders who had quite difficult tenures and who left the role earlier than they had hoped due to problems such as loss of board support, poor results, and personal issues, including health problems and burnout.


These leaders shared a great wealth of stories and reflections about issues they confronted, from organizational management problems to strategy challenges and crises in their industry or the larger economy. They opened up about the intensity of pressure they felt, frustrations they’d wrestled with, and personal growth they had pushed themselves through. As remarkably accomplished as they were when they stepped into the role, even the most successful CEOs shared that they were not anticipating, and were not prepared for, many of the new challenges. They opened up about the fear and self-doubt they felt as they took charge. They described hard inner work done to admit to themselves areas of weakness and seek input in order to develop new skills. They were wonderfully generous in admitting the errors they made and the self-doubt they struggled with. We heard about the methods they employed to stretch themselves so that they were always learning and adapting to the ever more rapid changes all businesses must contend with. They discussed ways to combat the sway of cognitive biases that can lead to missed opportunities and horrible misjudgments. They described how they inspired their teams and employees to collaborate and seize opportunities to be strong leaders themselves.


To further flesh out our understanding of the challenges these CEOs faced, we delved deeply into the media coverage of them and their companies, both in the mainstream business media and the specialty periodicals. We also pored through earnings calls and analyst reports to gain more detail about how the moves made by CEOs were being perceived and challenges they were being asked to explain.


These combined research avenues allowed us to uncover many commonalities in the CEO journey over the course of the five Life Cycle stages. They’ve been hard to see because every CEO journey is unique in so many other ways. Every person steps into the CEO role contending with a particular set of challenges. Some are brought in to lead turnarounds, others to accelerate growth according to a predecessor’s strategy. Key competitors may be struggling or may be eating voraciously into market share. Global expansion or selling off underperforming businesses may be a priority. Shocks to the macroeconomy may pose an existential threat or present a golden opportunity. The industry may be riding powerful tailwinds or fighting long-term prevailing headwinds. The executive team may be highly effective or in need of a shakeup. The organization may be comparatively efficient, with a strong and motivating culture, or mired in outmoded systems and plagued by managerial infighting.


Indeed, all these differences mean that every CEO journey, in all its detail, is in fact unique. Yet we found that within that wide-ranging variability commonalities abound regarding facing new challenges and seizing opportunities in the different stages of tenure. So, too, are there commonalities about the inner experience of being in the role, from feelings of self-doubt to mounting confidence and fatigue from the extraordinary demands of the job, as well as commonalities in the kinds of ongoing learning and personal growth that must be done in order to succeed in each phase.


The discovery of these common challenges of the CEO Life Cycle and how successful CEOs have managed them allows us to offer a distinctive guide to bending the curve for success.


BENDING THE CURVE


Think of the CEO Life Cycle as a framework like other tools that have emerged from quantitative study used for anticipating challenges in business. One such is the Innovation Adoption Curve, originally developed by Everett Rogers, which charts the rate of diffusion of a new technology throughout a society. Rogers compiled voluminous data about farmers’ adoption of new, scientifically enhanced crop seeds, famously delineating four phases of diffusion, which form a bell curve. It begins with a small group of early adopters, progresses to a larger group of early majority adopters, then a comparably sized group of late majority, and finally, a smaller group of laggards.14 The curve has helped legions of product managers and entrepreneurs better anticipate when they should ramp up production and promotion of a new product and better time innovation of next-generation products.


Similarly, the CEO Life Cycle will help leaders play a better game by anticipating the evolving challenges of the CEO job and preparing for them. It will help CEOs recognize when they are heading into a new stage of their tenure and stay vigilant about avoiding common pitfalls made in that stage. Additionally, it will help them stay on offense, proactively engaging in new learning and personal growth, ahead of the curve, as they progress through the stages. The findings can also help boards anticipate issues CEOs may face and engage with CEOs more vigorously to provide support at critical junctures.


Before we offer an initial description of each of the Life Cycle stages, we should highlight that the Life Cycle is a model and any given CEO may progress to a next stage according to different timing. The stages are not rigidly delineated by the years of a CEO’s tenure. Many CEOs experience only two or three stages because they leave the role before progressing further. And, again, individuals have widely varying experiences of their stages because of the specific factors they face and their skill set and approach to challenges.


We’ll explore the nature of the stages, and variations in how CEOs experienced their challenges, more fully in the chapters devoted to each of them. Here, now, is a concise overview of the five stages.


LAUNCH


The first twelve months in the job of CEO are a critical period of getting your sea legs while navigating a torrent of new demands. Even the most experienced executives, who have performed well in a series of highly demanding leadership positions, for example, chief operating officer (COO) or business unit leader, find the intensity of learning about the job and coping with the rush of challenges daunting.


Especially challenging is what we call the hourglass effect. As with the grains of sand in an hourglass, all components of the company’s business, inside and out, ultimately run through the CEO. Not only is this a massive weight of responsibility, but CEOs are in a tug-of-war for their time, between dealing with inside matters and dealing with external affairs. They are generally shocked by how much time the external responsibilities, such as investor relations and meeting with key customers or regulators, require. Nothing has prepared them for this.


In this and a number of other ways, mastering the challenges of the Launch stage requires great agility with both/and thinking. CEOs must, for example, attend to both near-term and longer-term matters. Otherwise, they will suffer a terrible jolt in later years when the failure to attend to the longer term catches up with them.


Exacerbating the difficulty of this stage is the disconcerting experience of suddenly having all eyes on you. Not only are the executives who report to you watching you closely, but so too are all employees as well as the board and the panoply of external stakeholders. Pepsi CEO Indra Nooyi beautifully captures the disorienting nature of stepping into the role in her memoir My Life in Full: “When I walked into the building as CEO . . . I had that strange feeling that many top leaders have tried to explain: I was ‘it,’ like a game of tag. I felt like everyone was watching me and waiting for me to tell them what to do next.”15 Many leaders are unsure of whom to turn to for advice and are concerned—often rightfully so—that people might not be telling them the full story of the massive ocean liner they’ve just taken charge of.


There is great irony in assuming the top position. As Randy Hogan, who steered Pentair for seventeen years, told us, “CEOs are positioned to be the least well-informed people about the company of any employee in the company.” In this early phase of tenure, the reason often is that direct reports and leaders around the organization are reluctant to speak up about issues before they have a good sense of how a leader will receive that information and respond. This may be true even if they’ve been colleagues or have collaborated on projects previously. The problem is exacerbated when a new CEO believes they must project an image of utter self-assurance and is reluctant to ask questions and admit a lack of knowledge in some areas. For CEOs in the Launch stage, practicing the arts of observation and listening is crucial.


The prevailing advice is that CEOs should make bold moves early on, but whether to do so and which moves to make are matters for rigorous scrutiny. Joe Hogan, former CEO of ABB, a manufacturer of electrical components and equipment, recounted that Wall Street’s prevailing wisdom about quick bold moves would have suggested he sell off one of ABB’s businesses right away because it wasn’t core to the company’s current business focus. But he visited that business as part of an extensive discovery process in his first six months and realized that it was actually a great asset.


Crucial in the Launch stage is to rigorously scrutinize whether any playbooks you may have found effective in the past should be applied in making first moves or cast aside. Joe Hogan advised, “Throw out the playbook filled with actions and instead bring one full of questions.” Leaning hard on past experiences may be setting yourself up for failure.


CEOs often get swept up in a powerful “honeymoon” tailwind of optimism during this phase. Not only is the board of directors flush with confidence in their choice, but so are the markets. New leaders also commonly inherit an array of low-hanging-fruit problems to solve that their predecessor, no matter how successful, neglected dealing with or expressly put off; the market generally anticipates these quick solutions and their existence can drive up the share price. Yet the intensity of the daily demands and the huge learning curve tend to make a new CEO doubt that they’re getting this vote of confidence. That can make the experience of the next stage all the more complicated.


CALIBRATION


In the Calibration stage, which generally starts in the second year, boards, markets, and other stakeholders reassess a CEO’s performance. For their part, CEOs may also perceive the need to reassess and perhaps adjust strategy or otherwise alter their plans.


If exuberance about the CEO’s appointment led to an initial lift in share price, that is now reversed. Our data shows a stark “sophomore slump” downturn in TSR for many CEOs in the second year. This is sometimes due to an excessive honeymoon lift or early moves not yet producing significant results—or, at least, results that market arbiters deem sufficient.


With the blush off the rose, CEOs face tougher questioning about moves they’re making or not making. Market analysts might still be undecided about how effectively the leader is leading. Analysts tend to scrutinize decisions and explanations of results more closely. With so much less knowledge of what’s happening inside the business than the CEO has, and lacking the hands-on experience of making improvements, their views may well be misguided. Strong management of board and shareholder expectations and perceptions is critical. Indeed, often the core problem is the perception of performance, which makes powerful and highly persuasive communication with the board, shareholders, and analysts a CEO’s priority. One director told us, “Even when you think you’re communicating too much, you’re probably not communicating enough.”


Making matters more difficult, if the CEO hasn’t encountered a crisis before this, one is likely to kick up in this period. As Enbridge CEO Greg Ebel said, “Somewhere in the first twelve to eighteen months you are going to run into a buzzsaw. You won’t know what it is.”


Riding through the storm requires considerable self-management, such as containing frustration with your team and other players because the pace of change is slower than anticipated. The pressure and uncertainty about whether to stay the course or make a correction can also trigger a host of biases. Confirmation bias may lead to seeing current difficulties in the guise of past experience, which can encourage a CEO to dig in on a flawed course of action. Our research shows that a higher proportion of repeat CEOs compared with first-timers were ousted in this stage, by almost double, possibly demonstrating their overreliance on past experience.


The good news is, what doesn’t kill you makes you stronger. Former Yum! CEO David Novak stressed this point about the downturn of the sophomore slump: “Going through the U forces the CEO to mature and learn from data and experience. You get more knowledge and at the end it pays off. The U is where you really prove yourself.”


REINVENTION


Reinvention, starting around year three, is when the early moves CEOs have made begin to show stronger results. If such results are kicking in, trust builds, both inside and outside the firm. The most successful CEOs leverage that confidence in them to launch large-scale initiatives during this period, generally from years three to five. These moves might include pursuing M&A opportunities, stepping up R&D, launching important new products, or pursuing ambitious global growth.


One CEO who pulled off a major feat in this period is John Lundgren. He took the helm of toolmaker Stanley in 2004 and, during his first few years, did a great job integrating the company’s three largest acquisitions in its history—despite being a complete novice to the tools business. He was recruited from his position as president of European Consumer Products at Georgia-Pacific to cast a set of fresh eyes on the tool business. Stanley’s performance had stagnated, and the board decided getting outside perspective was important.


During Lundgren’s early years, while Stanley’s earnings rose from $2 billion to $4 billion, those of the other leading toolmaker, Black & Decker, stagnated. When the housing crisis of 2009 hit, the share price of both companies took a hit, but that hit was much greater for Black & Decker, with its share price dropping twice as much as Stanley’s did. That opened the door to merger talks, and Lundgren deftly seized the day, orchestrating an agreement with Black & Decker that the New York Times DealBook described as “the perfect deal.”16 So perfect was the fit—with virtually no overlap in their product offerings—that the two firms had discussed merging on and off for twenty-eight years, yet talks had always broken down. Stanley’s share price soared 64 percent that year.


With the tailwinds of success buoying them, leaders may also have more latitude to take actions that might not be positively perceived by the market and for which the board may need more convincing. Deft management of those reactions is imperative.


Another striking feature of the Reinvention stage is that the leader must begin to grapple with the question of how long to stay in the role. Some CEOs step into the role intent on pursuing longer-term missions. Larry Merlo, for example, took the helm of CVS to execute a long-term strategy of transforming the company from a pharmacy chain into a health services provider.


Yet for others, whether to stay or perhaps seek a new challenge becomes an increasingly fraught question in these years. Serious grappling with the issue is required, not only to ensure that you do not overlook exciting opportunities to chase but also to discern whether you can sustain the drive and dexterity to succeed in the years to come.


COMPLACENCY TRAP


In years six to ten, maintaining the drive to keep improving performance and evolving as a leader becomes particularly challenging for many CEOs, and they fall into complacency. Although performance may not slide dramatically, it often stagnates. This is the leadership equivalent of sailing into the Doldrums.


A band of territory that circles Earth from 5 degrees north of the equator to 5 degrees south, the Doldrums are characterized by little to no wind. Although the result is calm seas, sailors dreaded entering the Doldrums because it slowed their progress to a near halt. So, too, can CEOs enter a doldrums period, when they become too comfortable with the calm seas of this stage.


A pernicious cause of this misplaced comfort is the status quo bias, a cognitive quirk that leads us to be overly satisfied with the way things are rather than driving for improvements. The complacency the status quo bias encourages often leads to a prolonged period of mediocre results. For two out of three CEOs in our database, performance was lower in their years six to ten than it was in years one to five. Some gave up their gains of the first five years altogether. Results may not actually dive into negative territory, but if they do, they vacillate up and down around a mean, which only reinforces the sense that one can let up on the gas.


The danger is exacerbated when boards also become less energetic in pushing for vigorous changes in strategy or operations. As director Ann Hackett shared, “It’s easy to get into incremental mode.” A CEO’s internal team may resist a continuous quick pace of change.


The sense of security in the Complacency Trap may lead a CEO to take their eyes off of problems brewing on the horizon or under the calm surface they’re gliding on. A great irony of the Doldrums that caught many a seaman off guard is that the region is also plagued with sudden, severe storms. Similarly, CEOs who fall into complacency may be blindsided.


In contrast, leaders who thrive during these years stay vigilant and keep pushing change and growth while also watching out for storms brewing. They are highly cognizant of the danger of complacency, and they continue to find ways to push themselves and their companies.


One CEO who pushed his company to great feats in this stage is Piyush Gupta. In roughly years six through ten, with great passion he embraced the challenge of transforming DBS Bank into a digital innovator. He drove the bank in adopting artificial intelligence (AI), “opening the wallet” of the bank’s capital to hire a phalanx of data scientists, and setting a standard of conducting one thousand experiments a year.17 No AI expert, Gupta had to pour himself into learning about the technology, and he even took part in a competition run by Amazon, not only to learn more about the ins and outs of AI development but also to inspire employees throughout the organization to embrace the reinvention.


For those who lead their companies well through the Complacency Trap, the final stage of their tenure is a distinctive period of pressing full speed ahead while preparing to hand off the job to a successor.


LEGACY


The Legacy years, a CEO’s culminating stage from year ten on, are characterized by a tricky and often psychologically challenging dual mandate to keep pushing hard to drive performance while also shifting focus to prepare for departure from the role, which is inevitable. Only a fraction of CEOs stay in the job longer than fifteen years.


This stage is bittersweet. Common in these years is the gratification of seeing earlier transformations and investments come to fruition. The likelihood that a good year will be followed by another steadily increases. Our data shows that CEOs who stayed in the role past year ten beat the S&P 500 through the overall course of their tenure, more than those in any other length of tenure.


Yet, a CEO’s longevity in the role can pose difficulties in achieving that strong performance. For one thing, CEOs may find it increasingly difficult to get hard-hitting feedback, a revenge effect of having been successful. With such a long run of notching impressive gains, many potential critics of a CEO’s decisions, including the board, are reluctant to second-guess them. Our data shows that only about 3 percent of CEOs in their Legacy years are forced out, which demonstrates the deference boards show to these long servers. They’re free to determine the timing of their departure themselves. This is true even in cases when it’s clear that new leadership would catalyze a needed new cycle of innovation.


CEOs, similar to great athletes, may be tempted to stay past the optimal time of their departure. Stepping down from the role is always a difficult decision. The status of the role, not to mention the many perks it affords, is hard to walk away from. For these longest-serving leaders, their whole identity may become tightly intertwined with the role. But those who stay on too long may damage their legacy, especially if they don’t attend well to grooming a successor and smoothing the transition.


To shore up their legacy and ensure a successful transition of power, CEOs must manage the feat of continuing to vigorously drive the company’s growth while preparing for departure. Successfully navigating this challenge requires a mindset of focused concern on ensuring the good fortune of the company. Former CVS CEO Larry Merlo beautifully expressed this orientation. He told us he felt good about stepping down because he could say to his successor, “The seeds of transformation are planted. I left you a strategy you can finish out. That gives you enough time to write the next chapter.”


◂◂◂◂◂ ▸▸▸▸▸


As these summaries of the evolving challenges of the CEO role showcase, the journey of a CEO is one of intensive learning. They need all the support they can get, and we hope this book plays a meaningful role. Enabling CEO success is important not only for CEOs but also for all stakeholders in a company. CEOs play an enormously important role in society. The quality of their leadership has a powerful impact on the nature of work life at their firms and the economic fortunes of employees, including return on investment in 401(k)s and IRAs. CEOs can be the driving force spurring innovation that leads to enormous improvements in our lives. They can also help build momentum for tackling pressing social and political issues. The flip side, of course, is that CEO failure can have disastrous results, causing large-scale job loss, evaporating vast quantities of shareholder returns, and even derailing important progress in innovation.


In the chapters ahead, we more fully explore the distinctive challenges of the five stages of the CEO Life Cycle and, through a wealth of stories, share nitty-gritty ins and outs of succeeding in the job, as well as cautionary tales of failing. We begin with a chapter about best routes for ascending to the CEO role that highlights the necessity of building your leadership muscles through wide-ranging stretch moves. Chapters 2 through 6 cover the experiences of the five stages, focusing on the most important aspects of leadership in each phase and the primary pitfalls.


In Chapter 7, we address the dramatically different CEO Life Cycle of CEOs who work for companies owned by private equity (PE) firms. A rapidly increasing share of companies in the United States and around the world are under PE management, and PE firms continue to snap up companies, so becoming a PE CEO is an option any aspirant to the role can consider. The financial expertise, operations expertise, and resources that many PE firms have developed can be great supports for a CEO. Yet, there are also trade-offs, particularly less autonomy in decision-making. We interviewed PE CEOs and leading PE firm executives and provide key insights so that you can assess your interest in and fitness for working under PE management.


Chapter 8 delves into the challenges of CEO succession planning. Far too many companies do not have a robust succession-planning process, and this lack contributes to the difficulties new CEOs experience in their early years in the job. We explore the reasons successions are so often fraught, and we present an optimal process for succession planning. It makes identifying and developing CEO prospects an ongoing part of the company’s leadership development process, which ensures that a good field of candidates is at hand whenever a CEO transition is set in motion. Any person in business who aspires to rise to the CEO job can pursue the development processes that should be part of succession planning, even if their company has no formal process for offering this training. Gaining the right kinds of experience will, in fact, make the difference in being selected for the job and in doing it well.


On that note, we’ll move on to Chapter 1 and explore the best means of building the skills to step into the role of CEO.
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ASCENT


“No one is prepared to become CEO, no matter how much they think they are.”


Tommy Caldwell, widely considered the world’s most accomplished rock climber, clings with every bit of his might to tiny fingerholds 1,300 feet up the sheer granite face of the Dawn Wall. His climbing partner, Kevin Jorgeson, shouts words of encouragement from below. The Dawn Wall is the southeast portion of Yosemite’s massive rock formation El Capitan, which rises three thousand vertical feet. No climber has attempted to scale the wall before because climbing it has been considered impossible. But Caldwell thinks he has found a way, a circuitous route involving daring lateral traverses and moves over and around repeated expanses of utterly unscalable rock.


The Dawn Wall is so called because as dawn breaks it’s bathed in golden sunlight. But right now Caldwell is enveloped in darkness, the sun having set long ago. The cliff face is illuminated only by a small sphere of light from his headlamp. He has never practiced the moves he is attempting; he’s improvising a route around an 8.5-foot horizontal stretch of wall called the Dyno—the climbing term for a bold leap—across which there are no foot- or handholds at all. Until tonight, he thought the only way across would be to jump and grip onto a sliver of rock that protrudes a mere inch from the cliff face. He practiced that jump many hundreds of times and has never been able to stick it. Then suddenly this night, as he prepared for yet another attempt, he studied a photo of the cliff face and perceived another way to bridge the gap: a perilous climb down 40 feet, then over and up in a sweeping 200-foot circular loop around the Dyno. Moving tentatively inch by inch, feeling his way through the darkness, he completes what has been described as “the world’s hardest down climb.”


Ten days later, after nineteen days on the wall sleeping in a portaledge tent affixed to the cliff face at night, Caldwell attains the summit. Having charted the way, he is followed shortly by Kevin Jorgeson.1


A CAREER AS A CLIMBING WALL


The Dawn Wall ascent stands as a fitting metaphor for preparing for and then succeeding in the CEO role. Although becoming CEO is often regarded as achieving the summit in a career, getting the job is better seen as the equivalent of Tommy Caldwell making his way past that especially challenging Dyno stretch of the ascent. He still had the steepest part of the climb to go, which is also true for CEOs once they’ve landed the job. When they step into the role, they’re only partly up the wall, with the toughest part of the ascent yet to come. Summiting should be seen as achieving success throughout the course of your tenure as CEO and, crucially, leaving the company in a strong position to face future challenges. In our experience, far too many aspirants to the role focus too narrowly on getting the job and do not consider seriously enough what will be required to succeed in the role. This lack of preparation makes the first years, which are always extremely challenging, even more difficult.


The best preparation for success is putting yourself through a rigorous and highly intentional process of personal evolution, which begins many years before you are in contention for the job, ideally at the beginning of your career. The more leaders use their time before becoming CEO to broaden their experience and push themselves to learn how to learn very quickly and develop new leadership abilities, the more successful their transition into the CEO job will be. They’ll also be better equipped for all the twists and turns of the stages throughout the Life Cycle.


In our interviews with CEOs, we probed not only into their experiences in the role but also into their earlier careers. We learned a great deal about the kinds of opportunities they pursued and the work they did to develop their understanding of organizations and how to lead them. They also made clear how that learning and personal growth were crucial for contending well with the intense pressures and emotional and cognitive demands of the job.


Because we hope this book is valuable for people who aspire to the role as well as those in it, including those quite early on in their working lives, we devote this chapter to best preparations in the climb up.


Optimally, preparation for the way up involves seeking out wide-ranging roles that will stretch you, roles that often extend well outside your comfort zone but that provide broad experience and allow you to develop a whole-enterprise systems perspective of how companies operate. Preparation also entails hard inner work, pushing yourself to address any weaknesses in your leadership skills. Particularly challenging is the transitioning from a leader who relies mostly on the directive, command-and-control style of leadership, which may have produced great results in prior positions, to a collaborative influencer who delegates authority and understands how to lead through inspiration and empowerment. Companies have become too complex for CEOs to lead with the traditional command-and-control style. Leaders who are most successful in harnessing their firm’s talents and organizational capabilities understand that companies are complex, adaptive systems, which they cannot fully control. They realize they must lead their company’s growth using the force and clarity of the vision and strategy they articulate and their abilities to energize, galvanize, and enable people.


Few, if any, leaders have fully developed all these capabilities by the time they take over as CEO. But those with the best chance of succeeding have done concerted work to develop their leadership skills, and they continue to do so once they’ve stepped into the role and all throughout their tenures.


Caldwell and Jorgeson summitted the Dawn Wall because they had vigorously devoted themselves to understanding what the ascent required of them. They then strenuously prepared their bodies and minds to meet those challenges. Over the course of six years, the two put themselves through a series of preparatory climbs on particularly difficult stretches of the wall, discovering increment by increment how to piece together their winding route to the top. Both pushed themselves well beyond what they thought were the limits of their strength and tried bold new moves along the way. Jorgeson even learned a whole new area of climbing: he excelled at bouldering, climbing relatively small rock formations, but he had not yet tried climbing a “big wall,” in climber parlance. His first attempt was on the most difficult big wall in the world. Caldwell accepted Jorgeson as his partner because he appreciated Jorgeson’s bouldering expertise, knowing it was a great complement to his own skills in charting their route. In turn, Caldwell shared his hard-won expertise with Jorgeson. This is another core competency for CEO success: developing the ability to spot the talented individuals whose skills and experience you’ll need and devoting yourself to helping them strengthen and round out their abilities.


Also crucial to the Dawn Wall ascent was the climbers’ bold ambition and dedication, which inspired a small army of supporters, including several of the other most talented climbers in the world, who climbed up or rappelled down the wall to bring Caldwell and Jorgeson provisions. Similarly, no CEO can perform well without inspiring followership at all levels of the organization. The popular myth of the “hero” leader who alone has the vision to chart a brilliant course for the future and the sheer power of will to make change happen is not only utterly flawed but also dangerous. As CEO adviser Damien Faughnan cautions, “The heroic model of leadership is a terrible way to be a CEO. It’s disempowering and slows an organization down because the CEO is overly involved in too many issues. The minute the CEO gets involved, everybody is tools down, we’ve got to wait and see what the CEO thinks. They also second-guess themselves, and decision-making that should be happening at lower levels gets escalated to the CEO.” CEOs must instead inspire leaders throughout the company to take initiative and give them the leeway to perform, reserving for themselves the work that only the CEO can do.


CHARTING A WINDING ROUTE


As with the Dawn Wall ascent, the surest path to success is not a linear ladder climb but a winding route that involves bold and often risky “investment moves” to gain breadth as well as depth of experience. These moves pay off in spades when you face all the new challenges of the CEO job. The more you get comfortable with discomfort and learn how to seek the advice and support you need to succeed with a daunting set of new responsibilities, the stronger those muscles will be when you run into vexing challenges. Examine the career trajectories of successful CEOs and you will find that most have made daring choices about which opportunities to pursue that mightily challenged them and forced them to grow. Traversing laterally into different functions, divisions, regions, and industries helps you develop valuable complementary skills that will pay great dividends in continuing your climb. Not only do boards prefer candidates with a great breadth of experience, but gaining that breadth will develop your whole-system understanding of how companies operate and can be steered. Sometimes even being willing to take steps down to pursue a promising pathway to the top spot, as Tommy Caldwell did, is advised. Former Macy’s CEO Terry Lundgren stepped down as CEO of Neiman Marcus to take the position of divisional CEO of the merchandising group at the much larger Federated Department Stores, which was later renamed Macy’s. Lundgren put in three years in that role and then four as chief marketing officer before being appointed CEO. That “down climb” was an investment Lundgren was willing to make because he was so compelled by the vision and challenge of taking a larger company to great new heights.


Speed to the top is not always of the essence. More important is making sufficient career moves so that you proactively develop greater operational, strategic, and leadership prowess. Particularly valuable is at least one role as a general manager of a large unit or division. Few boards are willing to put a leader in the CEO role who doesn’t have that experience.


Some of the most successful CEOs, constantly challenging themselves to keep learning, have made truly staggering career leaps in order to develop new skills. Ajay Banga is a great case in point. He led Mastercard through a transformation that resulted in a cumulative total shareholder return of 1,581 percent through the course of his twelve-year tenure, besting the S&P 500 by almost fivefold. On the way to that role, he pushed himself to gain ever-broadening experience.


Banga grew up in India, and as he came of age, American and European corporations were establishing operations there. He was intent on making his way into a large global corporation, and after graduating from the prestigious Indian Institute of Management, he set his sights on a first job at Nestlé’s India division specifically because the company was known for moving people quickly into positions across functions. Nabbing a job in marketing, within eight years he’d moved into roles in sales and product management. Then, at age twenty-nine he was vaulted into the role of head of Nestlé’s Eastern Region, with hundreds of people across a wide geography under his management. He thrived in the job, and further ascent at Nestlé seemed assured.2 But Banga decided to make a bold move.


Though he loved Nestlé, when he saw a better opportunity to reach higher career levels at PepsiCo, which was growing in India, he “jumped off the deep end” to take a position in an entirely new industry: fast food.3 Pepsi had acquired the Kentucky Fried Chicken and Pizza Hut chains, and Banga’s job was assisting in establishing their first restaurants in India. Yet, just two years later, Pepsi sold off its restaurant business to the newly formed Tricon Global Restaurants (later renamed Yum! Brands), which would run the businesses with a franchise model. That was not of interest to Banga; he wanted to continue learning the ropes of how major American corporations are run. So, he decided to make a second bold leap into another entirely new industry: banking.
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