Tetralign INSIGHTS REPORT

The $1.7M Question: How CEO
Succession Failures Expose the
Limits of Executive Assessment

When boards select a new CEO, they're making a decision worth
millions in direct replacement costs—yet approximately half of these
carefully vetted leaders exit within 18 months. This isn't merely
expensive turnover; it's a systematic measurement challenge. Analysis
of CEO transitions reveals that boards consistently excel at assessing
what they know how to measure—strategic thinking and
communication skills—while struggling to capture the dimensions that
correlate with CEO tenure: execution cap
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When boards select a new CEO, they're making a decision worth millions in direct
replacement costs—yet approximately half of these carefully vetted leaders exit
within 18 months. This isn't merely expensive tumover; it's a systematic measurement
challenge. Analysis of CEO transitions reveals that boards consistently excel at
assessing what they know how to measure—strategic thinking and communication
skills—while struggling to capture the dimensions that correlate with CEO tenure:
execution capability within specific organizational contexts and stakeholder alignment.

The Measurement Architecture Problem

High early-exit rates suggest systematic pattemns rather than random variance.
Organizations report failure clusters at predictable intervals: 6 months (cultural
misalignment), 12 months (execution model mismatch), and 18 months (stakeholder
coalition challenges). While boards focus on visible direct replacement costs, total
organizational disruption includes strategic delays, talent transitions, and market
confidence factors.

The data suggests a misalignment between what boards measure and what
correlates with tenure. Current assessment architectures emphasize strategic thinking
and communication skills. Yet these dimensions show limited correlation with actual
tenure length. Execution-organization fit and stakeholder alignment patterns appear
more predictive but remain undermeasured.

This gap stems from natural assessment tendencies. Board members—typically former
CEOs and senior executives—assess dimensions they understand from their own
experience. They evaluate strategic frameworks because they've built them. They
judge communication effectiveness because they've witnessed its impact. But
execution capability within a specific organizational context and stakeholder
resonance patterns remain challenging to assess through traditional methods.
Interview-based evaluation, which dominates CEO selection processes, has inherent
limitations. Structured behavioral interviews capture past performance but may not
predict role-context fit. Reference checks often exclude certain perspectives—few
include systematic input from direct reports or peer executives. Case study exercises
test cognitive capability in isolation from the organizational dynamics that determine
whether strategies get implemented.
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The Four-Dimensional Assessment Gap

The Mind dimension—strategic thinking—represents a necessary but insufficient
condition. Boards demonstrate accuracy in assessing cognitive capability, yet this
dimension shows limited correlation with CEO tenure when controlling for other
factors. The pattern reveals an "overthinking trap": brilliant strategists who lack the
execution infrastructure or stakeholder buy-in to implement their visions.
Communication skills, the Mouth dimension, dominate board assessment time despite
showing modest correlation with tenure outcomes. This emphasis reflects "articulation
bias"—the tendency to weight eloquence heavily. Boards consistently favor
candidates who present well in formal settings, yet presentation skills show limited
correlation with the ability to drive organizational change.

The Hand dimension—execution capability—emerges as a critical yet undermeasured
factor. Execution-organization fit appears highly predictive of early exits, yet few
succession processes systematically measure demonstrated execution pattemns.
Mismatches prove particularly challenging when boards place entrepreneurial
executors into operational optimization contexts.

Stakeholder alignment, the Heart dimension, remains difficult to assess through
traditional methods. This "coalition challenge" manifests when CEOs cannot build the
internal support necessary for strategic implementation. Without measuring a
candidate's ability to generate resonance across diverse stakeholder groups, boards
have limited visibility into this dimension.

Multi-Source Assessment Architecture

Multi-source assessment provides richer predictive data than traditional board
interviews alone. Critical perspectives emerge from the data: direct reports, peer
executives, and key stakeholders provide insights that complement board-level
evaluation.

Designing effective multi-source systems requires careful architecture. Anonymity
protocols must protect sources while ensuring accountability—optimal results come
from "modified transparency" where themes are shared but individual responses
remain confidential. Weighting schemas should reflect role proximity; direct reports'
assessments of execution style deserve consideration alongside board members'
impressions.
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Temporal measurement proves valuable. Rather than point-in-time snapshots,
effective multi-source assessment captures trajectory—how candidates'
effectiveness evolves across different contexts and challenges. This dynamic view
reveals adaptation patterns that static assessment might miss.

Multi-source assessment surfaces categories of insight that traditional methods may
overlook:

» Execution patterns: How candidates actually operate versus how they describe
their approach

e Trust networks: Mapping whom candidates rely upon versus who relies on them
reveals important dynamics

» Informalinfluence: Beyond formal reporting lines, multi-source assessment
illuminates how work actually gets done

The Execution-Organization Fit Model

Moving beyond generic "results orientation," sophisticated assessment can explore
execution style against organizational context. Analysis identifies execution
archetypes——Builder, Optimizer, Transformer, and Sustainer—each with distinct
effectiveness patterns depending on organizational needs. Mismatches between
execution style and organizational context correlate with early exits.

Scenario modeling offers a structured approach to assessing role-context fit. Rather
than generic case studies, candidates navigate specific organizational challenges
they would face in role. Testing their approaches to initial priorities, crisis management,
and strategic decisions reveals patterns and adaptation capacity.

Yet fit measurement has inherent limitations. Organizations evolve continuously while
individual behavioral pattermns show relative stability. The authenticity challenge
emerges when candidates who over-adapt to perceived organizational needs
struggle with sustainability. This suggests viewing fit as probabilistic rather than
deterministic.

Implementation: From Insight to Architecture

Organizations implementing comprehensive multi-source, scenario-based assessment
report improved outcomes. This requires increased investment in assessment time,
though many find positive ROl when considering total transition costs.
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Building board capability for sophisticated assessment demands structured
development. Directors benefit from training in dimensional evaluation—learning to
assess specific capabilities rather than overall impressions. Assessment committees
should include measurement expertise, whether through specialized board members
or external advisors. Most critically, organizations should establish assessment
infrastructure before succession events, not during them.

The implementation joumney involves trade-offs. The speed-thoroughness tension
intensifies in competitive markets where candidates field multiple opportunities.
Internal candidates present particular challenges for multi-source assessment given
organizational dynamics. Legal and privacy constraints limit certain assessment
methods, particularly in jurisdictions with strict data protection regulations.

Beyond CEO Succession: System Implications

CEO transitions trigger cascade effects—failed transitions often correlate with
additional senior departures. This multiplier effect suggests treating senior team
assessment as interconnected rather than isolated decisions. Building bench strength
through consistent measurement architecture creates resilience.

The data indicates value in redefining "readiness" in succession planning. Static
competency models may not capture dynamic alignment between evolving
organizational needs and leader capabilities. Continuous assessment throughout
executives' tenures, rather than event-driven evaluation at transition points, provides
richer data. This shifts focus from preparing individual candidates to preparing
organizations for successful transitions.

Conclusion: The Measurement Imperative

Enhanced assessment improves probability, not certainty—even optimal processes
face inherent uncertainty from external factors and unforeseeable circumstances.
Measurement can inform decisions but cannot guarantee outcomes.

Implementing sophisticated assessment requires organizational commitment. Boards
must acknowledge that traditional interview methods may inadequately assess critical
dimensions. Investment in assessment infrastructure should occur before crisis, when
urgency undermines thorough evaluation. Better measurement may reveal
uncomfortable truths about candidates and cultural assumptions.
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The path forward begins with assessment audits—evaluating how current processes
weight different dimensions against actual outcome predictors. Building support for
enhanced measurement requires demonstrating value through selective
implementation with critical roles. Organizations that develop sophisticated talent
assessment capabilities may reduce transition risk and improve leadership
effectiveness.

The question isn't whether boards can afford sophisticated CEO assessment—it's
whether they can afford to continue without it. Getting CEO succession right
influences organizational trajectory for years to come. In that context, structured
assessment represents strategic investment in institutional continuity rather than
administrative overhead.
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