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• Rising CEO turnover. According to the 
American College of Healthcare Executives, the 
rate increased from 14% in 2001 to its highest level 
in 2013 at 20%, backing off only slightly to 18% in 
2014. Reasons for the increase range from normal 
retirement decisions to hospital M&A activity to 
movement necessitated by today’s fast-changing 
CEO role requirements. At this turnover pace, 
succession planning is imperative - even more 
so considering the senior-level exodus that often 
ensues. Executives likeliest to leave after a CEO 
departure according to a B. E. Smith survey are: 
CFO – 41%, COO – 35%, and CNO – 26%.1

• Accelerating retirements. Nearly 70% of 
healthcare leaders responding to one survey 
anticipated retiring sometime within the ensuing 
ten years, understandable in the context of the 
major demographic wave of aging baby boomers.2  
The recent economic recession prompted many 
in this cohort to defer retirement, but the 
improving environment should spur a rapid rise. 
The trend is of front-line significance in nursing, 
with CNO retirements on the ascent and average 
annual RN attrition estimated in the 14% range.3 

• Shortage of management-ready talent in many 
organizations. The retirement and turnover 

trends are playing out against a backdrop of a 
shortage of leadership-ready staff. Specifically, 
acute gaps have developed at the director level, 
as economic pressures caused organizations 
to leave many middle management vacancies 
unfilled. Simultaneously, experienced executives 
delayed retirement, blocking advancement for 
younger talent.

• Still-developing cultural tradition of succession 
planning. Healthcare organizations have not 
engrained succession planning as deeply into the 
corporate culture as is the case in other industries. 
Without this important foundation and facing 
other urgent priorities, many healthcare providers 
find it difficult to implement a succession planning 
program and harder still to sustain momentum 
once under way.

• Growing need for clinical integration 
and physician leadership. B. E. Smith has 
experienced a significant increase in requests 
to recruit physicians to the leadership ranks 
as hospitals seek alignment of the clinical and 
administrative aspects of management. A leading 
association executive captures the trend: “the 
current shift in health care has resulted in greater 
physician engagement and increased physician 
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Framing the Issues
Succession planning is always important, but significant new challenges have emerged over the past few years that underscore 
both the need for such planning and the enhanced payoffs to those organizations who commit to consistent, meaningful 
approaches. Several recent trends are driving renewed urgency to the succession issue; however there are five primary forces:
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interest in leadership roles … We need to be more proactive 
to ensure that they have adequate physician management 
training.”4

• 
These trends have significantly transformed the traditional succession 
planning program. To successfully meet the needs of the organization, 
succession plans must extend to all management levels. Additionally, 
to ensure a smooth transition, succession plans must be fully 
developed and can no longer consist of a collection of ad hoc programs 
or intermittent, limited-scope initiatives.

Industry Disconnect
Despite the clear trends, a serious industry disconnect remains. 
B. E. Smith research reveals that while 50% of surveyed leaders expect 
to fuel leadership growth in 2015 by “developing leaders internally 
through succession planning and mentoring,” nearly two-thirds have 
no existing program or one that is less than comprehensive:5

Rationale for Commitment to Succession Planning 
Beyond the immediate impact of filling crucial open positions in 
a timely and effective manner and maintaining leadership “bench 
strength,” several additional critical benefits accrue to succession 
planning that are vital to institutional adaptation to new market 
realities. Return on investment multipliers include:

• Promotion of organizational success. The authors of the 
best-selling management book Built to Last identified a shared 
commitment to succession planning as a major contributor to 
the long-term success of the companies they profiled.6 Hospitals 
with strong succession plans gain stability that maintains 
strategic momentum and avoids lost market share and other 
issues that arise when leadership gaps and vacuums occur.  

• Enhanced workforce engagement. Formal and extensive 
succession planning promotes individual employee 
development. Studies have shown that well-executed succession 
programs engender loyalty from emerging leaders who value 
the investment made in their growth. Increased retention rates 
result. Engagement is particularly noteworthy among members 
of the younger generations who view clear succession plans as 
providing a roadmap for their development.

• Risk mitigation. Succession planning is a risk management 
program. Preventing gaps in key positions mitigates the risk that 
crises will be aggravated and opportunities missed. Healthcare 
today is high-stakes: “The strategic choices and big decisions 
that healthcare leaders make during this period of upheaval 
will determine their organizations’ success far into the future 
and, in some cases, whether the organizations have a future.”7 
Continuity is key in this environment.

• Cost avoidance. The financial impact of executive turnover 
has been variously estimated over the years at anywhere from 
$50,000 to over $1 million when indirect costs such as loss of 
market share or project delays are taken into account. The costs 
can mount rapidly where lack of succession plans create a range 
of burdens and inefficiencies.

Three Pillars of Success
A strong succession plan is built on three fundamental requirements, 
depicted in Figure 2. First, the program must start at the pinnacle 
of the organization, with board level commitment and expectation 
that the succession plan will be woven deeply into the fabric of the 
organization’s strategy and culture. Second, the board and senior 
management must provide the funding to support consistent 
identification, development and tracking of talent across the 
organization. Third, sustained execution elevates the importance 
of the succession plan and demonstrates ongoing, embedded 
commitment to human capital management.

Strategies and Best Practices
Resting on the three pillars are several best practices deployed by 
successful organizations:

• Extend the succession plan to all management levels. Too 
often the program is limited to the C-level positions, but 

4 Peter Angood, CEO of the American Association for Physician Leadership, quoted in Lee Ann Jarousse, “Developing Physician Leaders,” H&HN, April 14, 2015
5 B. E. Smith survey, 2015
6 Jim Collins and Jerry I. Porras, Built to Last, HarperBusiness, 1994.
7 E. Prewitt, “Developing Leadership and Reassessing Strategy,” HealthLeaders Media, June 13, 2013
8 “Planning for a Leadership Pipeline,” Leadership Magazine, May 1, 2015, http://www.hfma.org/Leadership/Archives/2015/Spring/Planning_for_a_Leadership_Pipeline/
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lasting impact derives from applying the 
succession methodology rigorously throughout 
the management ranks. 

• Utilize a range of program styles for maximum 
effect. B. E. Smith’s experience suggests that 
evolving-leadership programs generally fall into 
three types:

Below are two examples of organizational programs. 
Figure 4 reproduces one hospital’s grid which it used 
to categorize individuals and tailor their development 
based on a performance/potential assessment.8 Figure 
5 offers GE’s segmentation methodology based on 
business impact and retention risk.9 

The three program types are not mutually exclusive; in 
fact each reinforces the other. Successful organizations 
use a combination to optimize contribution to succession 
planning. The mix can also be implemented at various 
levels of formality as long as there is consistency and 
alignment with the organization’s culture.  

• Create personalized succession plans. Just as 
healthcare is moving rapidly to personalized care 
scaled on a population level, succession planning 
should likewise evolve from standardized to 
individualized approaches. Employees vary in their 
starting points, learning styles and motivations. 
Building personal growth plans maximizes 
effectiveness and garners commitment. 

• Scale the program with outside help if needed. 
A key factor in a succession plan is scalability, 
both horizontally to reach the broadest possible 
segment of the organization and vertically to 
encompass the full range of available knowledge 
and developmental tools. Consider supplementing 
in-house efforts with these external resources: 

• Executive coaching and mentoring. Both 
internal and external mentors can be 
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9 “Succession of failure: Why succession planning is key to long-term success,” GE Capital, 2012, http://www.gecapital.ca/GECA_Document/Succession%20or%20Failure-%20Why%20
succession%20planning%20is%20key%20to%20long-term%20success.pdf

10 “Developing an Effective Health Care Workforce Planning Model,” American Hospital Association, American Organization of Nurse Executives, and American Society for Healthcare 
Human Resource Administration, 2013, as quoted in “Protecting Your Leadership Culture” series, Trustee Magazine.

11 B. E. Smith survey, 2015

Hospitals 
with strong 
succession 
plans gain 
stability that 
maintains 
strategic 
momentum 
and avoids 
lost market 
share.

Didactic – training oriented, emphasizing 

multi-disciplinary functional learning

Experiential – providing actual 

experience-based learning, with 

job rotation and active mentoring 

frequently involved

Organizational – reliant on organizational 

assessments, definition of role 

requirements and talent mapping. 

Low                     PERFORMANCE                    High

L
e

s
s
  
  
P

O
TE

N
TI

A
L 

FO
R

 E
X

PA
N

SI
O

N
  
  
S

ig
n

if
ic

a
n

t Long range 
future 

potential

Long range 
future 

potential

Performer
Pro

Expandable 
performer

Expandable 
pro

Future high 
potential

High 
potential

Coach or 
reassign

Coach or 
reassign

Blocker
Check for fit/
manage out

Coach and 
develop

Challenge 
laterally/
optimally 

placed

Stretch 
Capabilites

Enhance 
capabilites/

performance

Prepare for 
future role

Promote 
or stretch 

assignment

L
o

w
 r

is
k

H
ig

h
 r

is
k

Low impact

GE utilize a leadership assessment tool which 
rates roles on both business impact and risk 
of retention. Succession planning focuses on 
the high-risk, high-impact roles.

High impact

High risk of losing 
incumbent

High business 
impact

High risk of losing 
incumbent

Low business 
impact

Low risk of losing 
incumbent

High business 
impact

Low risk of losing 
incumbent

Low business 
impact

Figure 4

Figure 5



     

deployed to deliver a flexible, rich mentoring experience 
suited to each individual.

• Professional organizations. ACHE, HFMA, AONE and 
others have extensive resources that can augment 
development efforts.

• Interim executives. When vacancies occur, experienced 
temporary management provides smooth transitions and 
plays a vital role in maintaining strategic speed. One 
B. E. Smith interim leader moved forward with plans that 
achieved an 11% reduction in length of stay with a $1.5 
million cost saving. Interim management enables hospitals 
to react quickly and effectively, despite a potential shortage 
of future leaders in the workforce.

• Incorporate annual talent and progress reviews into succession 
planning. This component is central to the workforce planning 
model promulgated by three leading professional associations: 
“It’s critical to regularly evaluate the organization’s talent pool 
to ensure that the right people are in line for succession. This 
process will also help to identify talent gaps and organizational 
needs for the future.”10 In addition, such reviews provide an 
opportunity to update each manager’s succession plan.

• Measure and track. There are various ways to assess progress 
and ROI in succession planning. Typical measures include:
• Vacancy rates
• Turnover rates
• Satisfaction scores (patient, physician and employee)
• Morale/loyalty/advancement perceptions
• Hospital quality, outcomes and competitive advantage metrics

Upside Potential
While successful organizations are making full use of the array of 
high-impact succession planning tools described in this paper, 
B. E. Smith research suggests that adoption is still limited. A 
recent snapshot survey revealed utilization rates of only 18% for 
organizational planning (identifying future skills) and for mentoring, 

and only 9% each for executive coaching, formal skills assessments 
and interim executives.11 Clearly significant upside exists to take 
advantage of proven techniques.

Refining the Program
Evidence from B. E. Smith’s advisory work and research suggests 
several additional recommendations to optimize succession plans 
while avoiding pitfalls that can jeopardize success:

1. Form a “strategic partnership” between HR and senior 
management. Sustained outcomes usually result from active 
joint engagement rather than treating the succession plan as 
mainly a departmental project. 

2. Adopt a strategic development mindset in vacancy filling 
and executive search. Strategic organizations look beyond 
replacement and seek the best fit with long run needs.

3. Seek recruiting assistance early in the hiring process – especially 
with high-risk, high-reward positions. Such help expands 
options and broadens the recruitment pool.

4. Communicate. Take advantage of all opportunities to build 
commitment to succession plans and allay the anxieties the 
process frequently creates.

5. Favor applied learning strategies over the purely theoretical. 
B. E. Smith has participated in innovative development programs 
such as “leadership projects” in which interdisciplinary teams 
select real-world projects that allow direct application of 
learning concepts to actual working issues they face. This 
approach appears to produce more lasting impact than 
traditional management training.12 

Conclusion
The rationale for and benefits of a strong succession program 
are clear. Healthcare’s shifting landscape increasingly rewards 
those organizations that are proactive, organized and thoroughly 
committed. Experienced advisors can help navigate the critical 
directions necessary to implement or enhance succession plans 
amidst the swirl of competing priorities.
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Leadership, Permanent Executive Placements, and Advisory Services. The company’s veteran healthcare recruiters partner with each client to create a solution 
that uniquely fits their individual needs. With more than 35 years of experience, B. E. Smith has the expertise to enable your organization to develop current leaders or 
identify experienced external leaders to strengthen your executive team. 
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Dr. Kathy Noland brings more than 25 years of experience in senior 
leadership positions to B. E. Smith, including urban, suburban and 
rural hospitals, home care companies, health systems and national 
organizations. She is accomplished in executive team mentoring, 
development and succession planning, and has a proven track record 
in assisting healthcare providers with both recruitment and retention.

12 For additional background on such projects, see B. Noyes, K. McNally, S. Tourville, and P.  Robinson, “Preparing Tomorrow’s Leaders Through Succession Planning from the 
Provider Perspective,” Seminars for Nurse Managers, Vol 10, No 4, December, 2002: pp 240-243.


