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Preface

Change continues to be the major constant in the competitive global
business environment. The challenge of keeping up with, or leading,
technology has never been more daunting. Competition is coming
from new and unanticipated sources. But perhaps the most critical
change facing senior executives in global organizations today is the
task of preparing a new generation of leaders who will extend the
strategic reach of the organizations they lead. Being “built to last”
requires constant renewal. This renewal is typically based on leaders’
continuing to develop themselves and their successor generation.

Leadership and learning play a critical role in enabling organiza-
tional growth and transformation. Today’s and tomorrow’s leaders
must be flexible, collaborative, able to leverage subject-matter exper-
tise, and willing to continue learning. Learning organizations must be
able to support leaders as they develop the aforementioned character-
istics.

There are real opportunities for synergies between the current
generation of top executives and the leaders who will succeed them.
While leveraging leadership-development programs to achieve their
own objectives, top executives can also contribute to the develop-
ment of younger managers. By serving as teachers and role models,
these top executives provide direction and insight into their strategic
goals and help to ensure that the company’s leadership strategy and
development programs support the strategic needs of the business,
today and tomorrow. The learning organization, in turn, benefits
from greater insight into its business challenges while simultaneously

vii
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providing increasingly targeted development programs that result in
improved organizational capability.

Organizational capability does not come just from a collection of
talented and individually competent people but also stems from the
organization’s collective ability to act as one in meeting its strategy.
Therefore, closing gaps in the organization’s ability to execute its
strategic initiatives is distinct from closing gaps in an individual’s com-
petency. An organizational capability focus shifts developmental pri-
orities and requires coordination of initiatives (e.g., job rotations,
special projects, formal training, mentoring, assessment, coaching,
and action learning) among people within a group and across groups.
It also recognizes that organizational capability requires developing
the collective capabilities of various groups and teams within the or-
ganization. Other ways of increasing organizational capability include
the improvement of infrastructure to support the desired capability,
greater alignment with strategy, the improvement of employee skills
and technical expertise, and change in the organizational culture. The
ability of groups and teams to work together effectively requires more
than the right combination of individual competencies. It requires its
own attention in building organizational capability.

The American Productivity and Quality Center (APQC), the Center
for Creative Leadership (CCL), and Duke Corporate Education
(Duke CE) joined forces in 2006 to conduct a benchmarking study to
gain a better understanding of how to elevate the importance of the
leadership-development function as a must-have for executing strat-
egy (not a nice-to-have for developing individuals). The research team
also wanted to learn how a strategy for developing leaders and an
integrated leadership-development architecture can contribute to
business success. By gaining insights into the best approaches for
evaluating leadership development, we hope to find ways of gaining
success at the individual and organizational levels.

Study Scope

The objectives of this study were to:

A Discover best practices in tying leadership culture, values,
practices, and development to business strategy
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A Identify best practices for creating strategically relevant
collective-learning opportunities

A Uncover architectures for integrating various development ini-
tiatives for maximum impact

A Understand how organizations use leadership development to
support the execution of business strategy and how to meet long-
term needs to develop individual competencies while also building
immediately needed organizational capability to address business
challenges

The organizations selected for deep, detailed study through struc-
tured data collection and site visits (also known as best-practice part-
ners) demonstrate innovative performance in one or more of the
study focus areas. The goal of the project was to examine organiza-
tions that excel in one or more aspects of the scope and determine
the best practices from all the organizations studied. To achieve this
goal, the APQC study team selected potential best-practice partners
for study, based on a history of excellence and success in the scope
areas. Project sponsors—organizations that sponsored the research,
were interested in learning from the study’s results, and participated
in site visits and formal research—selected the final list of best-
practice companies from the candidates. The project sponsors also
served as a comparator group to the best-practice partners by partici-
pating in the survey that was administered. This comparison is made
throughout the book.
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CHAPTER

1

What We Have Learned About
Strategic Leadership Development

Great leaders deliver great results. This is perhaps the most profound
finding from research on leadership development over the past dec-
ade. This phenomenon has been clearly articulated by astute gurus
and seen by forward-thinking CEOs as key to developing true competi-
tive advantage. Truly, organizations with strong leaders and superior
leadership-development strategies deliver better results. In short, de-
veloping great leaders delivers great results and is a key determinant
of business success.

Of course, leadership has never been a simple proposition. Ob-
servers have, throughout history, wondered if there were enough
capable leaders to manage the challenges facing all types of organiza-
tions. Today, business and government organizations face something
of a “perfect storm” of problems that has profound implications for
current and future leaders. Some of these problems are:
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A Competition is now coming from unexpected quarters. Be-
cause the rules of the business game are changing with this competi-
tion, current leaders represent what businesses needed in the past,
rather than what they need in the present or future.

A Owing to the increasing ‘‘war for talent’” sown by competition,
the talent pipeline often lacks sufficient numbers to replace leaders
who will soon retire.

A The organization’s expansion goals outstrip the amount of tal-
ent needed to support them.

A Globalization and increasing technological demands make the
leader’s job more difficult than ever.

A Problems with strategic direction, organizational alignment,
and employee commitment continue to exist and are exacerbated in
the current competitive environment.

A Human resources and those responsible for leadership devel-
opment feel increased pressure to demonstrate value, particularly in
terms of return on investment for leader development and other edu-
cation and training initiatives.

A Leadership-development initiatives are not integrated with
business needs, and consequently, are of questionable value to inter-
nal customers.

The “perfect storm” of organizational challenges and leadership
pressures has prompted study after study in the hope of determining
the key to survival. And in study after study, superior financial and
organizational performance, as well as other forms of success, have
been linked to leadership. This comes as no surprise to those who
have worked with or for a great leader. Good results follow good
leadership. We are motivated by good leadership, guided by good
leadership, and even held accountable by good leadership. In fact,
employees who are led by strong leaders are more satisfied, engaged,
and loyal than employees who follow weak leaders.! Most of all, we
are often developed into good leaders ourselves as a result of being
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taught by and following the example of leaders who were role mod-
els, mentors, and teachers.

These findings have been confirmed across different dimensions
of leadership development. (See Figure 1.1 for a list of significant
studies on strategic leadership development that also appear in the
references section.) For instance, in 2004, the Corporate Leadership
Council found that organizations with strong leadership bench
strength have approximately 10 percent higher total shareholder re-
turn than their weaker peers. Similarly, companies with above-average

Figure 1.1. Significant research used to frame strategic leadership-development
project.

“Leadership Forecast: 2003-2004,” by Paul Bernthal and Richard S. Wellins.
‘“Executive Development Trends 2000,” by James Bolt.

“Executive Development Trends 2004: Filling the Talent Gap,” by James
Bolt.

“Executive Education: Evaluating the Return on Investment, Findings from
the U.S.: An Appendix to the May 2005 Report,” by Kate Charlton.

“Next Generation HR Practices,”” by Robert M. Fulmer.
“Strategic Human Resource Development,” by Robert M. Fulmer.

“Developing Leaders: How Winning Companies Keep on Winning,”” by
Robert M. Fulmer, Philip A. Gibbs, and Marshall Goldsmith.

The Leadership Investment: How the World’s Best Organizations Gain
Strategic Advantage Through Leadership Development, by Robert M. Fulmer
and Marshall Goldsmith.

“How to Grow Great Leaders,”” by Douglas A. Ready.

‘“How the Top 20 Companies Grow Great Leaders,” by Michelle Salob and
Shelli Greenslade, Hewitt Associates.

“Current Challenges in Leadership Development,” by Scott Saslow.

“Transforming Corporate Leadership: Best Practices in Executive
Education,” by Scott Saslow.

“Sixth Annual Benchmarking Report,”” Corporate University Xchange, 2004.

Note: Publishing details are provided in the references section.
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financial returns have more comprehensive succession planning proc-
esses and are more committed to developing future leaders.?

Five Guiding Principles for Leadership Development

What evokes these results? Previous research has yielded five guiding
principles for leadership development in general. Companies have
shown that by following these principles they can effectively improve
their leadership-development results and streamline their organiza-
tions’ focus on leadership development.

1. Start at the top.

2. Link leadership development directly to the business and deliver
results.

3. Build an integrated leadership strategy.

4. Drive consistency in the execution of leadership programs and
practices.

5. Hold leaders and the organization accountable for results, both
developmental and business.

The research has shown that individually each of these principles
will yield positive results; however, practiced together, they can pro-
pel an organization to new heights in leadership development. Let’s
discuss each in depth.

1. Start at the Top

The engagement of CEO support for leadership development is often
what separates the top-performing companies from the rest. In a
study of the top twenty companies for leaders, Hewitt Associates
found that 100 percent of these companies involved the CEO in lead-
ership development and many initiatives were sponsored directly by
the chief executive, compared with 65 percent of other companies
studied. Similarly, board-level involvement makes a difference in lead-
ership development. A majority of top companies (65 percent) in-
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volved the board in leadership-development activities and processes,
compared with only 31 percent of other companies.

However, involvement of senior leaders doesn’t stop with endors-
ing and sponsoring programs. A current trend is to use top leaders as
teachers in developmental programs as well as coaches and mentors
to high potentials. In fact, 75 percent of leading learning and develop-
ment organizations identified the use of senior executives as faculty
as the predominant trend in the near term. In addition, just over half
of the respondents from this same group noted that the use of execu-
tives as coaches would be a significant trend.

Crotonville, the internal training and development department of
General Electric (GE), became a household name because of the im-
portance placed on it by CEO Jack Welch. And not only did Welch
espouse the strategic importance of learning and development, but
also he modeled it by staying deeply involved in the company’s ef-
forts. Other examples of executive involvement at the very highest
levels include PepsiCo’s Roger Enrico in the past decade and Caterpil-
lar’s Jim Owens in the current decade. Both of the latter have been
intimately involved in their organization’s leadership-development
strategies and have seen great results from their efforts.

Using senior executives as teachers and coaches can also be a risky
proposition. If training time is not set aside to improve their teaching
and coaching skills, senior executives often become frustrated with
their lack of success and the inherent difficulty of teaching. In the
process, some developing leaders grow disillusioned. Giving presen-
tations, which many executives do well, is different from teaching.
Executives frequently need to be taught to become effective teachers.

2. Link Leadership Development Directly to the Business and
Deliver Results

Keeping personal development in mind, organizations should em-
phasize business objectives when crafting leadership-development
plans. Hewitt found that the top 20 companies in the United States in
leadership development closely linked development strategies with
business strategies. This linkage was established despite the tempta-
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tion to build development plans composed primarily of best practices
from other companies or heralded in benchmark studies and training
magazines. Indeed, alignment between leadership-development strat-
egy and business strategy often won out over a hodgepodge of bench-
mark programs.

As they grow more attuned to and concerned with measuring the
impact of leadership-development activities on business success,
companies are developing better methods of assessing this impact.
For instance, 70 percent of corporate universities measure the impact
of education on product or service quality, as well as customer ser-
vice. And 59 percent measure reduced operating costs as a result of
leadership development. Other measures include increased revenues
(51 percent), improved sales efficiency (49 percent), and increased
profits (48 percent).? Yet even with solid measures available, less than
one company in five currently tracks business results from leadership-
development activities, as compared to over three in four companies
that measure participant satisfaction and learning.

Challenges associated with measuring the business impact of lead-
ership development help to explain the reluctance to track such re-
sults. These challenges include creating a common language that
defines value, gaining access to appropriate business data, and finding
matched samples to contrast with leadership-development partici-
pants.

3. Build an Integrated Leadership Strategy

Perhaps the most significant, overarching trend in leadership devel-
opment stems from the pressure to organize development activities
and initiatives into an integrated strategy. In a 2004 study, 69 percent
of respondents noted that the ‘“‘creation of an integrated strategy and
system for all executive development”’ was the leading priority of their
learning and development organizations. These results mirrored
those of a study conducted in 2000.4

Many learning and development organizations see leadership de-
velopment as a set of puzzle pieces representing initiatives and pro-
grams that somehow fit together but don’t seem to ever come together
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in the right way. These pieces include competency models, 360-degree
and other assessments, developmental job rotations, experiential and
action learning, talent management, succession planning, rewards and
recognition, and coaching and mentoring. A leadership-development
architecture can bring these often disjointed elements together into a
consummate whole that has a greater chance of delivering real results.
However, this architecture must be integrated with and linked to the
strategy and needs of the business in order to increase the impact. It
must also be communicated widely within the organization to engen-
der support.>

4. Drive Consistency in the Execution of Leadership Programs
and Practices

The best companies consistently execute strategies that make for good
leadership development. They create enterprise-wide standards, prac-
tices, and metrics for leadership; they cascade programs and proc-
esses down through the organization to improve impact and drive
cultural change; they illustrate flexibility in centralized leadership-
development programs in order to address specific business needs;
and they customize developmental solutions for business units in
order to better ensure support and engagement by senior manage-
ment.

An important leverage point in leadership-development efforts is
the high-potential leader population within companies. Indeed, accel-
erating the development of high potentials was listed as a key objec-
tive by 62 percent of learning and development professionals.
However, even with this objective in mind, 46 percent of companies
have no systemic process for identifying and developing candidates
for key leadership positions, including high potentials. And 37 per-
cent of companies see their ability to identify leadership potential as
a serious weakness. Among the top companies in leadership develop-
ment, 95 percent identify high potentials as compared to 77 percent
of other companies. Additionally, 68 percent inform those high poten-
tials of their status and 72 percent track their progress and turnover.
Even greater differentiation in the development of high potentials can
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be seen in the techniques and methods used by the top companies in
leadership development. Ninety-five percent of top companies pro-
vide increased access to senior leaders for their high potentials, as
compared to 45 percent of other companies. Similarly, top companies
provide internal training (90 percent vs. 51 percent), developmental
assignments (89 percent vs. 43 percent), and mentoring and coaching
(58 percent vs. 24 percent) at a much higher rate than did companies
not considered benchmarks for leadership development.®

In the absence of an effective succession-management strategy
and process, a company’s efforts to create a good high-potential
development program can end in frustration. Overall, half of internal
candidates selected for leadership positions fail when there is no
succession-management system in place. And if they had the opportu-
nity, organizations would rehire only 62 percent of their executives.”
To increase the odds of success, an effective succession-management
process should include visible support by senior management and
line leaders who identify and develop succession candidates, a time
frame for achieving planned development actions, flexibility to
change in response to strategic needs or competitive pressures, and
the sharing of information with candidates.

5. Hold Leaders and the Organization Accountable for Results,
Both Developmental and Business

Holding people and the organization accountable for development
efforts is a trend that continues to gain momentum, especially in an
increasingly competitive environment where any investment or outlay
is carefully considered and monitored for a return. In fact, 52 percent
of learning and development professionals plan to use systematic
measurement and evaluation to measure the impact of their develop-
ment efforts.

Best-practice firms anchor their leadership-development efforts
with lean competency models tied to performance and reward sys-
tems. In recent years, top companies have begun to integrate their
competencies into succession planning (100 percent of top compa-
nies vs. 78 percent of others) and make the competencies a baseline
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for identifying and then developing high potentials. In the top quart-
ile of leadership-development companies identified by Hewitt Associ-
ates, a human resources consulting company, metrics were integrated
with succession planning 71 percent of the time, versus only 45 per-
cent of the time in companies in the bottom quartile. These top com-
panies also more fully integrated competency measures into formulas
for base pay (60 percent vs. 30 percent), annual incentives (60 per-
cent vs. 31 percent), and long-term incentives (65 percent vs. 23 per-
cent).

Top leadership-development companies also use competencies as
metrics in the performance-management processes. These competen-
cies are established as behavioral standards for leaders and managers.
Pay is influenced according to performance against these standards.
Of course, in order to be useful, competencies must be clear, easily
understandable, and readily observable.

Many companies do not measure the impact of learning and de-
velopment as they should. In one 2004 study, 63 percent of European
multinational organizations reported never measuring return on in-
vestment in learning and development, even though these same firms
reported that the importance being placed on learning and develop-
ment within the organization was higher than ever before.® There is
clearly more work to be done in holding people and organizations
accountable for learning and development results.

Research Background: Meeting Current Challenges

Inspired by the knowledge that today’s organizations are being chal-
lenged to develop their people as never before, the American Produc-
tivity and Quality Center (APQC), the Center for Creative Leadership
(CCL), and Duke Corporate Education (Duke CE) decided to collabo-
rate on a benchmarking study to build on what was already known
and to stimulate awareness of current best practices in aligning devel-
opment and implementation strategies with organizational goals. The
remainder of this chapter introduces the highlights of our research
on strategic leadership development. It also outlines what we believe
to be “best practices’ in the broader leadership-development arena.



12 LEADERSHIP DEVELOPMENT AS A STRATEGIC FORCE

The best-practice companies selected for further research were
subjected to deep, detailed study through structured data collection
and site visits. The goals of the research were to examine these organi-
zations and determine best practices in the following areas:

A Tying leadership culture, values, practices, and development
to business strategy

A Creating strategically relevant collective-learning opportunities

A Integrating various development initiatives for maximum im-
pact into an overall leadership-development architecture

A Using leadership development to support the execution of
business strategy

A Meeting long-term needs for developing individual competen-
cies while also building immediately needed organizational capability
to address business challenges

Building the Leadership Advantage

High potentials in many leadership-development programs will be at
the very top of their organizations in ten to fifteen years. The chal-
lenge for organizations in developing a leadership advantage thus be-
comes a goal with a long-term horizon and return. The results of our
research confirm, in many important ways, much of the research con-
ducted on leadership development to date while also offering impor-
tant additions and clarifications. Our results fall into four broad
themes:

1. Making leadership development a strategic lever

2. Building an aligned architecture for strategic leadership develop-
ment

3. Implementing successful strategic leadership development

4. Evaluating success
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Subsequent chapters in the book correspond to each theme, with
Chapters 4 and 5 covering the third theme. Within these broad
themes, we have broken down the key findings of our research into
fifteen more specific messages. Each of these concepts is previewed
below as a prelude to a more thorough discussion.

Making Leadership Development a Strategic Lever (Chapter 2)

Organizations experience major change events leading to
profound teachable moments. Much has been written about the
importance of providing developmental opportunities for individuals
at appropriate ‘‘teachable moments.” There is ample evidence to sug-
gest that managers benefit more from educational experiences that
occur ‘‘just in time” to apply new knowledge, rather than ‘‘just in
case’”’ they eventually need a new set of skills. These teachable mo-
ments often occur when individuals have just been asked to change
their roles—for example, become managers rather than individual
contributors, become managers of managers, or become general man-
agers with overall operational responsibility for a business unit.

Similarly, organizations seem to have moments when the develop-
ment and articulation of a leadership strategy are especially appro-
priate. In our research, it appears that these opportunities generally
occur when there is a new CEO who wishes to align the organization
around a new strategy, when two organizations have merged, or when
there is a significant organizational crisis. For example, when Jim
Owens became CEO of Caterpillar, he encouraged the Leadership
College of Caterpillar University to create a Leadership Quest pro-
gram for the corporation’s high potentials.

In 2002, Washington Group International (Washington Group),
an engineering, construction, and management solutions firm,
emerged from Chapter 11 with a four-person office of the chairman
headed by Stephen Hanks as CEO and a new threefold mission state-
ment that identified people and their development, as well as profit-
ability and performance, as top priorities. According to Hanks, ‘‘the
company that develops talent the fastest will take the hill.”

Each best-practice company we studied used a key organizational
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transition to develop, articulate, and align a new leadership strategy
with the strategic direction of the company. These transitions became
teachable moments for the organization and formed crucial starting
points for achieving excellence in leader development.

Winning organizations build a strong linkage between busi-
ness strategy and leadership-development strategy. A direct link
between a leadership-development strategy and corporate strategy
provides great benefit to an organization and its employees. Align-
ment with corporate strategy is a key element of successful leader-
ship development. Organizations that realize this establish a leader-
development philosophy that permeates all levels of the organization
and is meaningful to all employees.

This was clearly evident in the best-practice companies we stud-
ied. All of these organizations tied leadership development to corpo-
rate planning as well as business strategy. At Caterpillar, alignment is
achieved by receiving input from the executive office, business units,
and process owners of the critical success factors. To further embed
leadership development in the business strategy, Caterpillar estab-
lished metrics to connect leadership to the business. Similarly, Price-
waterhouseCoopers (PwC) links development activities to its strategy
of becoming the ‘““distinctive firm.” Successful programs at PwC are
designed to reinforce corporate strategy, thus ensuring linkage and
success.

As these short examples show, each best-practice company works
hard to ensure that emerging leaders are prepared for the future and
its challenges, rather than hindered by the past.

Executives use leadership development as a powerful tool to
Jormulate, translate, and communicate strategy. While educa-
tion is a relatively small portion of the entire developmental process
for leaders, carefully crafted learning initiatives allow an organization
to garner input from employees throughout the organization. These
initiatives also help to effectively communicate the reasons for and
implications of corporate strategy to managers who will need to trans-
late the strategy for employees so they understand their roles in im-
plementing the strategy.



WHAT WE HAVE LEARNED ABOUT STRATEGIC LEADERSHIP DEVELOPMENT 15

Various studies have concluded that 60 to 70 percent of all strate-
gies fail to be successfully implemented. Our best-practice partners
seem to have discovered that one way to beat these odds is to ensure
that all employees in the organization understand the strategy, the
reasons for it, and their roles in implementing the strategy. These
companies also understand that developmental activities can be an
effective means of sharing information and providing tools for suc-
cessful implementation.

Lean competency models and values are the foundations of
strategic leadership development. A simple leadership model with
a concise statement of values serves as an important point of focus in
leadership development. None of the best-practice partners studied
had a scientifically valid competency model; most had created their
own model or had adapted it from a set of competencies developed
by an outside firm.

In contrast, the best-practice companies in our research kept their
values and competencies simple and straightforward, understanding
that competencies should apply at all levels in an organization and
directly lead to better performance.

Building an Aligned Architecture for Strategic Leadership
Development (Chapter 3)

Strategic leadership development depends on a partnership
between senior executives and multiple buman resource sys-
tems. Senior executive support, usually starting with the CEQ, is vital
for success in strategic leadership development. Yet, even the most
effective CEO cannot ensure success without the involvement of the
entire human resource system. Conversely, training and education
professionals will not be successful unless they collaborate with their
colleagues in line positions and in other human resource specialties.

For example, within Cisco Systems’s HR function, the organiza-
tion’s Worldwide Leadership Development group works with com-
pany leaders to identify candidates for its leadership-development
programs. Executives then help to design the programs, ensuring that
the programs meet business needs and align with strategy. For exam-
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ple, at Washington Group, corporate leaders and its six business units
share responsibility for leadership development. The integrated
staffing and talent-management function is responsible for the design,
development, implementation, and maintenance of the programs,
while the office of the chairman reviews, approves, and provides feed-
back on moving forward with development. The fourteen-member
senior-executive leadership team meets regularly to discuss leader-
ship development.

As leadership development increases in importance, partnerships
with executives and HR will have to continue to be strengthened in
order for these efforts to succeed.

Strategic buman resource development is a key part of the
corporate planning cycle. Another test for determining if develop-
ing leaders is a strategic priority for a company is to see if there is a
human resource development (HRD) component to the planning
cycle. The best-practice companies in this study make people plan-
ning, as well as succession planning, something that every key execu-
tive is expected to address in concert with his or her human resource
partners and the immediate supervisor. In other words, it makes
sense to consider which key players are expected to implement the
strategy and what assistance they will need to enhance the probability
of success.

For example, Washington Group leverages its annual strategic and
business planning sessions to discuss employee development and
leadership-development needs. Similarly, PepsiCo’s career-growth
model aligns with the organization’s annual operating calendar.
These two examples lead to a strong conclusion that successful devel-
opment of leaders requires a strategic alignment of planning and all
human resource systems.

Human resource development can win the support of top
management by involving them in strategic learning initiatives
and by understanding the business. Most of the exemplars in this
study have a high degree of executive involvement in the delivery of
key corporate programs. Similarly, executive involvement in program
design can ensure that program content addresses topics of genuine
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concern to key constituencies and contributes to higher levels of sup-
port for the ongoing initiative.

At Cisco Systems, each program has an established cross-
functional executive steering committee that ensures linkage between
the program and the business. The business leaders on these steering
committees help drive the design of the programs and recruit appro-
priate executives for the classrooms. During the design phase of a
program, the steering committees meet often. In addition, the pro-
grams employ the role of executive faculty—people who bring partici-
pants a strategic perspective.

A Board of Governors for Caterpillar University, which includes
the CEO and other senior executives, approves learning budgets and
priorities as well as determines policy. Advisory boards for each col-
lege within Caterpillar University include senior leaders from busi-
ness or user groups. These boards are diverse in terms of geography
and subject-matter expertise, and they include members from most of
Caterpillar’s business units.

Although it is important to involve line executives with a deep
understanding of the business challenges facing an organization in
program design, executive involvement is not sufficient to ensure a
program’s success. Successful HRD partners must understand the
business in addition to recognizing leading-edge leadership concepts.

Leaders who teach are more effective than those who tell.
One of the surprising findings of this project was the degree to which
senior executives practice the concept of leading by teaching. At
PepsiCo, Paul Russell, vice president of executive learning & develop-
ment, speaks of ‘‘the magic of leaders developing leaders.”” According
to Russell, the missing adult-learning principle is that ‘“people learn
best when they get to learn from someone they really want to learn
from.” Russell notes that ‘‘at PepsiCo, the ‘teachers’ our executives
want to learn from are our own senior leaders. They are world class,
widely respected, and have proven that they can do it here!”

At PepsiCo, senior executives are asked to share their personal
perspectives, as well as build participant confidence and skills while
demonstrating support for their growth. Of equal importance, senior
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leaders elicit greater teamwork from participants and get to know key
young leaders while developing more loyalty, motivation, and pro-
ductivity among employees and creating greater alignment around
vision and key strategic initiatives. PepsiCo leaders are encouraged to
think of learning as an important arrow in their quiver for helping to
drive change. At PepsiCo, learning becomes something to live, not
just another thing to endorse.

Implementing Successful Strategic Leadership Development
(Chapters 4 and 5)

Human resource development owns the process and main-
tains strategic control. A somewhat surprising finding was the de-
gree to which the best-practice partners maintained control of the
design and delivery of their leadership-development programs while
leveraging input from trusted outside partners or advisers. All had
relatively small staffs for the HRD function yet had delegated relatively
little to outsiders.

As a professional-services firm, PwC has high levels of involvement
with outside professionals. Consequently, the firm believes that its
partners’ time can be better spent helping their own clients than try-
ing to become experts in HRD. PwC’s Learning and Education Group
has 250 employees; however, most of these employees are involved
in technical and professional learning. A very small group, concerned
with leadership and partner development, is totally involved in every
aspect of its programs but relies on external vendors for some assis-
tance in design and much help in delivery.

Washington Group’s leadership development is coordinated by
the firm’s integrated staffing and talent-management function (part of
the human resources organization). It uses outside consultants to a
limited degree and relies on its senior leaders to do much of the ac-
tual instruction. It also enlists retired executives who know the firm,
its culture, and the industry. Caterpillar worked closely with the Hay
Group to develop its Making Great Leaders program and leadership
framework. It also asked Duke CE to facilitate the Leadership Quest
program and to coach officers in planning their sessions for the
course.
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Lean buman resource departments leverage their talents by
partnering with outside experts. Although leadership develop-
ment remains firmly under the control of the company, the lean cor-
porate staffs of the best-practice companies leverage their time and
talents with the judicious use of outside expertise. Because of the
emphasis on knowing the business and on lead staffing, most of the
best-practice companies involved outside firms or specialists in both
the design and delivery of their learning initiatives. However, no mat-
ter how busy they are, these companies never completely relinquish
the challenge of design and delivery to others.

In none of the best-practice companies is leadership development
an island. There is a growing trend toward partnership and alignment
with succession planning and performance management, as well as
other HR activities. Fortunately, the leadership-development silo
seems to have been punctured and is hardly recognizable among the
best-practice companies in this study.

Integration of leadership development with other talent-
management systems creates synergies. Organizations committed
to leadership development understand its relationship with other
talent-management systems and practices. The best-practice partners
incorporate their leadership-development programs with other proc-
esses such as performance reviews, management development, and
succession planning.

The best-practice partners have invested heavily in their people.
In so doing, they have inevitably integrated leadership development
with other talent-management systems in order to receive the maxi-
mum benefit. Washington Group is such a strong proponent of this
mindset that it integrates every aspect of talent management. This
process begins with establishing a vision of what positions will need
to be filled and then moves to forecasting, identifying, and preparing
candidates. Subsequently, development plans are carefully crafted for
each employee. An overall employee-development strategic plan then
feeds the succession-planning process, which in turn is used in the
leadership-development program.

Cisco uses executive coaches to accelerate development as part of
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its high-potential program. High potentials are paired with an exter-
nal executive coach for a year. Although the coach is an external re-
source, he or she is fully trained and knowledgeable in ‘‘the Cisco
way’’ prior to the assignment.

Corporate learning initiatives tend to focus on bigh poten-
tials. Substantial organizational impact can be gained by involving
small numbers of people with high potential, who will return to their
regular jobs and translate their learning to others in various opera-
tions, via educational initiatives. Similarly, many key corporate pro-
grams can be adapted by business groups that wish to provide a
similar experience for their key people that aligns with the corporate
emphasis.

Although PwC designed its PwC University experience for 2,000
U.S. partners, and Caterpillar involved all leaders in its 2005 strategy
rollout, most key corporate initiatives in our study were focused on
high potentials. Caterpillar’s Leadership Quest involves approxi-
mately fifty key midlevel leaders per year. PepsiCo’s CEO program
involves approximately forty high potentials each year. Washington
Group’s Leadership Excellence and Performance (LEAP) project
began in 2002 and had graduated forty-eight participants by mid-
2006. Cisco’s Executive Leader Program focuses on the company’s
strategic intent and serves approximately forty top leaders annually.
This latter program was designed for employees who are currently
filling or have been newly promoted to the role of vice president.

Evaluating Success in Strategic Leadership Development
(Chapter 6)

Developing people is a growing measure of executive suc-
cess. Best-practice partners take the development of people very seri-
ously. They seem to believe that financial results are a lagging
indicator of organizational success while people development is a
leading indicator. Consequently, people development is becoming an
important part of the assessment of executive performance.

PepsiCo has historically allocated two-thirds of incentive compen-
sation for achieving business results and one-third of compensation
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for achieving people results. In 2007, PepsiCo moved to an equal allo-
cation of incentive compensation for both business and people re-
sults in order to reinforce the importance of developing talent and
building an inclusive environment. PepsiCo also uses the results from
its semiannual organizational-health survey and 360-degree feedback
process as part of the performance-review process.

Caterpillar found that its managers needed improvement in the
legacy (developmental) set of behaviors. Consequently, the company
has begun to focus on legacy in learning programs and in perform-
ance assessment.

Return on learning is increasingly measured by corporate
success rather than by individual performance. The standard in
assessing corporate training programs and initiatives has been the
Kirkpatrick and Phillips models of evaluation.® Each of the best-
practice partners were familiar with and used parts of these models
but also pushed on to think about measuring the results of learning
in new and innovative ways.

Because Caterpillar University was established during an eco-
nomic recession, the company may have felt pressured to establish
the value proposition for learning early in its history. As part of this
process, Caterpillar University created a document called the ‘‘Busi-
ness of Learning,” in which each college developed a value proposi-
tion for key initiatives based on net benefits, ROI, and other
standards. This document later evolved into the ““Enterprise Learning
Plan,” a 161-page document that discussed the current state of learn-
ing at Caterpillar and articulated the value proposition for learning.
The development of the ‘“‘Enterprise Learning Plan” was then fol-
lowed by seven detailed ROI studies. These leveraged focus groups,
surveys, and in-depth discussions with participants. They identified
the intangible and dollar benefits, costs, and ROI of educational initia-
tives. Having already established the value proposition for learning,
Caterpillar doesn’t need to repeat this process for subsequent itera-
tions of a program. The company is beginning to speak about ‘‘return
on learning” (ROL) rather than the more formalized process for ROL.

PepsiCo doesn’t attempt to measure the value created by an edu-
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cational program, but its CEO attends each of the major high-
potential programs and serves as the primary facilitator. Since the
CEO is intensely involved with program design and delivery, ratings
are less of a problem for her because of her familiarity with the pro-
gram and its participants. At the end of each program, each partici-
pant is asked to send her an e-mail indicating what he or she will be
doing differently as a result of attending the session. Participants are
also asked to send the CEO another e-mail six months later, reporting
on how thoroughly they have met their commitments.

Cisco collects both quantitative and qualitative measures of the
value of learning. The company’s Worldwide Leadership Development
group has a formal system for measuring the outcomes of leadership-
development strategy. Examples of metrics include “‘price range for
a one-week course,” ‘“‘customer satisfaction scores,” ‘‘percentage of
program alumni who have used what they have learned in their jobs
and had a positive impact,” and ‘“‘percentage of learners who stay
with the company.” The team concentrates on metrics, showing the
application of learning to jobs and changes in business results. One
example of measurement is the retention percentage for employees
going through the programs as compared to the general employee
population. This retention percentage has been quite favorable for
Cisco—approximately 93 percent across the organization.

LRI LR INY3

Successful programs are a process rather than an event. In
past years, corporate education programs have been a disconnected
series of events. Today, they are typically part of an integrated career-
development plan that is tied to strategic objectives with specific and
actionable objectives. These programs are seldom one-week, discrete
events and, rather, often include team or individual applications.

The Cisco Leadership Series operates in a three-phase structure
that facilitates employees’ ability to put learning into action. The se-
ries reflects an events-to-process model. Employees involved in the
various programs progress through each phase: preparation, residen-
tial, and application on the job. Although the residential portion of
Cisco’s programs may last only five days, the participants are involved
in the learning process for eight to ten months.
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Caterpillar’s core leadership programs leverage key transition
points in its leaders’ careers. These transitions take place as individu-
als move from supervisor (i.e., frontline leader), to manager (leader
of leaders), to department head, and finally to executive. A person’s
movement through these programs and his or her transitions are all
part of the developmental journey at Caterpillar. Also, these programs
are being built on one another in a building-block fashion. Underlying
all of these programs is Caterpillar’s foundational Making Great Lead-
ers program.

Getting to Great Results: Summary

No business strategy is good enough to succeed without strong lead-
ership. And this strong leadership has been shown to be the essence
of exceptional organizational performance. Leadership and learning
should play critical roles in enabling organizational growth and trans-
formation. Today’s leaders must be flexible, collaborative, able to le-
verage subject-matter expertise, and willing to continue their learning
journey.

The best-practice companies in our study understand these princi-
ples well and have created best-in-class leadership-development strat-
egies, practices, and measures that contribute to overall financial and
strategic success. They know that great leaders deliver great results.

The next six chapters take a deeper look at the themes and princi-
ples we’ve just introduced. More in-depth results from the study will
be given, and further connections will be drawn. After that are case
studies from the best-practice companies that detail the systems and
processes that have made them best-in-class for leadership develop-
ment.
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CHAPTER

2

Making Leadership Development

a Strategic Lever

Have you ever lived in a city that had failed to do adequate planning
for growth and development? With due respect to our friends at the
American Productivity and Quality Center (APQC), we feel that Hous-
ton may be a prime example of this sort of failure. Beautiful buildings
coexist with ramshackle structures. An upscale furniture store sits ad-
jacent to a used-car lot. The net effect, in our opinion, is that Houston
does not meet its potential for becoming a beautiful city. Although we
are admittedly biased, we believe Santa Barbara is an example of suc-
cess in urban development. The city took advantage of a 1925 earth-
quake to reinvent itself. With strong civic leadership provided by Pearl
Chase and downtown merchants, the city established and enforced
strong zoning requirements that demanded consistency in architec-
ture and created a harmonious appearance in the business areas of
the city.

25
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In recent years, many human resource (HR) and human resource
development (HRD) departments have grown haphazardly, without
regard for an overall plan or strategy. For example, typically one sys-
tem was introduced a decade ago and seemed to work reasonably
well, yet was not fully integrated with newer systems. This led to in-
consistencies and ultimately to each component of HR having a man-
ager who may be more interested in the elegance of his or her system
than in how it connected to other parts of the company. One of the
major shifts in human resources during the past decade or two has
been away from almost-independent components and to a con-
sciously articulated leadership and human-resource strategy that is
integrated and aligned with overall corporate strategy. However, this
transition is far from complete in many firms.

Just as Houston has attractive neighborhoods that fail to come
together to create a cohesive urban environment, so some organiza-
tions have pockets of excellence that fail to be integrated into a uni-
fied whole. Excellent educational programs that are not part of the
strategic direction of the firm or that fail to support the business ob-
jectives of the organization reduce the overall potential of the group.
Likewise, strategic goals that are not supported by reward and promo-
tion policies are likely to be ignored.

Strong, aligned leadership is essential to business success. Some-
times a traumatic, or at least dramatic, event can lead to a conscious
reinvention that moves an organization ahead on its path to great-
ness. But leadership is an essential element of the success of any stra-
tegic change effort. Indeed, no strategy is good enough to succeed
without strong leadership.

The skills and abilities of effective leaders can be developed
through many avenues, such as coaching, mentoring, exchange with
peers, skill building, stretch assignments, and opportunities to prac-
tice. These skills and abilities are just as important as individual quali-
ties such as emotional intelligence, self-motivation, and being results-
oriented. Attempts to create change must be communicated by, and
to, those who are most impacted by the change. And change cannot
be sustained unless organizations engage in self-examination, revise
their systems and processes, and open decision-making opportunities
to potential leaders.
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Knowledge-building strategies such as leadership-development
programs give high potentials access to information and highlight
areas and opportunities for improvement. But in order to develop
leaders in organizations, resources must be invested in the following:

A Skills building so that high-potential employees are exposed to
a vast array of opportunities and knowledge

A Relationship building among executives, managers, and em-
ployees to remove inherent barriers between levels within an organi-
zation

A Strategies to ensure relevance and applicability to business
goals within an organization

Creating a leadership-development strategy takes time. To imple-
ment a leadership-development strategy that lasts, executives and
managers must support the building of leadership skills, devise the
programs so new leaders are continuously developed and involved,
and change policy and program decision making to encourage em-
ployee participation. There is no cookie-cutter model for leadership
development. However, through our best-practice research, we have
identified world-class practices to help other organizations see oppor-
tunities to adapt, rather than to copy, these practices to fit their
unique situations.

Leadership pathways are affected by the resources, history, rela-
tionships, and other attributes of both the individual and the organi-
zation. They must be designed and crafted to meet the needs of each
organization’s culture, values, business strategy, and potential lead-
ers. Figure 2.1 identifies some typical concerns of business leaders
and suggests some ways that human resources can address these is-
sues.

Setting the Context for Leadership Strategy

Based on our experience in working with global firms, as well as our
research on best-practice companies, we believe that the following
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Figure 2.1. Business concerns and responses of human resources.

Business Concerns

HR'’s Responses

1. Our competition is coming at us
from unexpected quarters.

2. Our company is facing rapid
change.
3. Our L&D organization is feeling

increased pressure to
demonstrate value.

4. Our line leaders need to build
new competencies and
behaviors.

5. Our HR community has to
improve retention of key talent.

6. Our company does not have the

We are forced to create new rules
for the game.

We need to rethink the business
and its capabilities.

We need to connect leadership
development in an integrated way
to the business strategy—and get
results.

We need to align people with the
strategic priorities of their
organizations.

We must ensure succession
planning works.

We need to develop it.

management talent necessary to
run the business in the future.

SOURCE: Duke Corporate Education, 2007.

seven principles set the context for creating a foundational strategy to
develop better leaders for the present and the future.

1. Start with the business—and know the desired results. The
creator of Sherlock Holmes, Sir Arthur Conan Doyle, began writing
his mysteries by focusing on the last chapter. The mystery of great
leadership development may be just this simple. When attempting to
craft a leadership-development strategy, ask, ‘“What is the business
issue I wish to address, and what is the result that will let me know
that my organization has been successful?”’ In other words, start with
a strategic mission for leadership that supports the overall business
strategy.

2. Insist on a systemic, integrated approach. A program is sel-
dom the solution to any problem. Building an exciting program isn’t
easy, but it is much less challenging than laying down the fundamen-
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tal experiences that help individuals move through their careers while
also moving the organization toward its strategic goals. However chal-
lenging, creating an integrated approach is critical to an organiza-
tion’s success in developing its people.

3. Think about building organizational capability, as well as
individual leaders. We believe that ‘“‘management development” is
dead among leading firms. Obviously, there is still a strategic need to
develop individual leaders, but focusing on individual development
apart from organizational strategy is simply providing competitors
and headhunters with better people for recruitment. Action learning
designed to address key organizational challenges can often provide
solutions just as insightful and pragmatic as can outside consultants
and it also contributes to the development of both the individual and
the organization. Most important, however, is the capability that your
best and brightest will have developed through the experience, and
that you will have established the connection between individual and
organizational development.

4. Teach people to master (business) challenges, not competen-
cies. Competency models are important, but only if they address cur-
rent and anticipated business issues. The key is for leaders to
understand and master the business and for the competencies to align
with that business.

5. Measure outcomes and organizational impact regularly.
Chapter 6 addresses the challenge of assessment in greater detail. At
this point, we simply want to emphasize that the plan for measure-
ment of impact should be built into the original design of the business
strategy.

6. Request extensive C-suite and board participation. Senior ex-
ecutives may believe that they are too busy for detailed participation
in corporate learning initiatives. This study and previous research in-
dicate that truly great leaders understand that there are few ways of
leveraging their efforts and that sharing their visions is more effective
than discussing their teachable point of view with the next generation
of leaders.
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7. Keep the strategy flexible to allow the organization to respond
to changes in the business. Corporate HRD typically sets the agenda
for major leadership programs. This department is responsible for
ensuring that programs align with and support the overall corporate
strategy. Divisional or strategic business-unit programs should con-
nect with the corporate strategy, but they should also reflect environ-
mental or competitive differences in their challenges. A program that
was tremendously successful in its first iteration may become anti-
quated in a couple of years if it is not continually refined and im-
proved.

An effective tool for involving senior line executives in program
design and for enlisting their support is to ask about the major chal-
lenges that the key leaders of their business will need to address.
Rather than soliciting topics to include in the educational program,
ask line executives the following questions:

A What does your competition look like? How does this competi-
tion impact your need for change?

A Can you tell us about your company’s, and top leaders’, busi-
ness challenges?

A Do you have the right people and capabilities to execute your
strategy for future growth? If not, what are priority areas? Gaps?

A What leader competencies and behaviors are required to sup-
port the future direction of the organization? What obstacles inhibit
organization growth today?

A How would you evaluate your current leadership pipeline?
What needs to change?

A What programs and development experiences are best in class?
What is missing?

A What else would you add to our discussion that ‘‘keeps you up
at night’’?
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The rest of this chapter focuses on several aspects of developing a
leadership strategy and builds on the aforementioned principles, such
as acting on change, linking leadership development to corporate
goals, communicating the leadership-development strategy, and
building the strategy on a sound vision.

Key Findings on Strategic Design

Key findings on strategic design include organizations’ use of ‘‘teach-
able moments,” the linking of business and leadership-development
strategies, the communication of strategy, and the identification and
implementation of lean competency models.

Organizations Have Teachable Moments, Too

Key Finding 1. Organizations experience major change events leading to
profound teachable moments.

Much has been written about the importance of providing develop-
mental opportunities for individuals at the appropriate ‘“‘teachable
moment.” There is ample evidence to suggest that executives and
managers alike benefit more from educational experiences that occur
“just in time”’ for them to apply their knowledge, rather than ‘“‘just in
case’’ they eventually need a new set of skills. These teachable mo-
ments often occur when individuals have just been asked to change
their roles—for example, to become managers rather than individual
contributors, to become managers of managers, or even to become
general managers with overall operational responsibility for a busi-
ness unit. In the case of executives, these moments often occur when
they are asked to take the organization through a major transition,
resulting in a shift in organizational identity or strategy. Another way
to view this finding is to suggest that a new CEO or general manager
who doesn’t align the human resources systems with strategic initia-
tives is overlooking one of his or her most powerful implementation
tools.
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In this study, we found that best-practice partners use teachable
moments to introduce new leadership-development initiatives to
their respective organizations. Especially, organizations seem to have
moments when the development and articulation of a leadership
strategy are appropriate. These opportunities generally occur when
there is a new CEO who wishes to align the organization around a
new strategy, when two or more organizations have merged, or when
there is a significant organizational crisis.

A recurring theme in our research findings was that each of the
study’s best-practice partners could name a specific situation in which
it became clear to key line executives and senior human resources
leaders that this was a strategic opportunity—a teachable moment.
Each of the partners began the alignment of systems, along with the
creation of specific leadership-development strategies, approximately
three to five years before we started our research.

At the beginning of each partner’s leadership-development story
is a major change event, either a merger or an industry refocus. These
change events led to the creation of a leadership-development mind-
set that remains embedded in each organization today. At some point,
each organization redirected its vision to focus on people. From this
people focus emerged a leadership-development strategy that en-
sured the security, growth, and profitability of the organization well
into the future.

For example, when Jim Owens became CEO of Caterpillar in
2004, one of his early decisions was to empower the College of Lead-
ership within Caterpillar University to create a Leadership Quest pro-
gram for the organization’s highly promotable leaders. This program
was built on an earlier initiative that Owens had been involved in as a
young executive and also took inspiration from a program that had
stressed the organization’s leadership framework or competency
model. The new initiative was intended to ‘“‘give our next generation
of leaders an infusion of ‘yellow blood’” (a reference to the color of
the organization’s logo and many of its products).

As part of the Leadership Quest program, midlevel leaders were
challenged to articulate what the strategy of Caterpillar should be in
the year 2020. These recommendations were presented to the CEO
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during the program and circulated to the Strategic Planning Commit-
tee, which in October of 2005 articulated a new strategy called Vision
2020. Reflecting its namesake, this strategy predicted in detail the or-
ganization’s needs through the year 2020. The fifteen-year outlook
led executives to focus on the organization’s future goals and to think
about the requirements of future leaders. People were identified as a
key element in this new strategy, an element that would help shape
and support the strategic goals of the organization. The pyramid
illustrated in Figure 2.2 has become a foundational graphic for con-
versations about strategy, operational planning, and leadership devel-
opment at Caterpillar.

In order to create the culture needed to compete in the new envi-
ronment for assurance, tax, and advisory services, in 2001, Pricewater-
houseCoopers (PwC) articulated a set of corporate values, strategies,
and leadership competencies that lead to the creation of a PwC Uni-
versity experience for all partners, along with a suite of other initia-
tives designed to enhance a culture totally aligned with the firm’s
strategy. The merger of Price Waterhouse and Coopers & Lybrand
redirected PwC’s energy, and a new vision surfaced to reflect the new

Figure 2.2. Caterpillar's enterprise strategy.
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regulatory and competitive environment. The PwC vision was one of
distinction and differentiation. In order to achieve the vision, leader-
ship development became a central focus. PwC believes that the path
to profitability starts with developing leaders who will be distinctive
in the industry, ultimately leading to profitable growth.

In 2002, Washington Group emerged from financial restructuring
with a new threefold mission statement that identified people as its
first priority (see Figure 2.3). Washington Group, like the other best-
practice partners in this study, approaches the future with the idea
that developing its people will lead to sustainable long-term growth.
As with the other partner organizations, Washington Group believes
that a focus on people and on developing their talents will naturally
enhance the organization’s profitability.

PepsiCo’s change event, which occurred in the mid-1990s, was
a combination of mergers and new leadership. Today, PepsiCo has
established a tradition of selecting new CEOs who use high-potential

Figure 2.3. Washington Group's threefold mission.
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learning programs as a means of conveying both strategy and values
to future corporate leaders. This tradition began with Roger Enrico,
who as vice chairman of PepsiCo spent more than 120 days coaching
and mentoring the next generation of PepsiCo leaders. With his vice
president of executive development, Paul Russell, Enrico personally
developed a program called Building the Business, and he led this
program ten times in eighteen months.

When Steve Reinemund became CEO, he saw the opportunity to
build capabilities in leaders for the organization’s future and he devel-
oped his own approach to meeting this challenge. In October 2000,
Indra Nooyi succeeded Reinemund as CEO. An experienced PepsiCo
executive born and educated in India, she is evidence of the organiza-
tion’s commitment to diversity, internal development, and talent
management. She is currently planning her unique approach to the
next stage of the powerful PepsiCo tradition of CEO as ‘“‘teacher in
chief.”

Cisco’s teachable moment followed the dot-com crisis in the late
1990s. CEO John Chambers recognized the need for reinvigorated
commitment to developing ‘“‘emerging leaders” and ‘‘global leaders,”
and he brought Pat Keating, a former business school professor, to
Cisco. As director of worldwide leadership education, Keating empha-
sizes the importance of maintaining a balance between growth and
productivity. In Cisco’s view, productivity requires collaboration and
teamwork—two major thrusts of learning at Cisco.

Linking Business and Leadership-Development Strategies

Key Finding 2. Winning organizations build a strong linkage between
business strategy and leadership-development strategy.

Many organizations develop an overarching corporate strategy and
then build supporting strategies and systems around it to ensure that
all programs are in alignment. There is a strong correlation between
strategic alignment and the ultimate success of a strategy. In the case
of a leadership-development strategy, the direct link between it and
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business strategy can provide great benefit to the organization and its
employees. Organizations that realize the importance of this link estab-
lish a leadership-development philosophy that permeates all organiza-
tional levels and is applicable to all employees. This alignment embeds
strategic leadership development in the DNA of the organization.

All of the study’s partners indicated that leadership development
is tied to their corporate planning process, yet this was true of only
a third of the study sponsors, as shown in Figure 2.4. Indeed, the
development and articulation of a leadership philosophy linking lead-
ership to business strategy is a foundation of best practice and an
important predictor of success. In our research, we found that align-
ment of strategies is key to ensuring that the leadership-development
strategy is relevant to each business unit and, more important, to the
overall business strategy.

Recently, Caterpillar realized that learning had to be linked to cor-
porate strategy and critical success factors. At Caterpillar, alignment is
achieved by receiving input from the executive office, business units,

Figure 2.4. To what extent are leadership-development programs at various
levels aligned with the corporate/business strategy, with the desired corporate
culture, and with each other?*

Aligned with 6.3%
corporate/business strategy
(5 complete alignment) 60.0%

0.0%

corporate/business strategy (4)

Aligned with
corporate/business strategy
(3 moderate alignment)

O Sponsors N=16
60.0% M Partners N=5

Aligned with
corporate/business strategy (2)

Aligned with 18.8%
corporate/business strategy

(1 not at all) 0.0%

T T T T 1
0.0% 20.0% 40.0% 60.0% 80.0% 100.0%
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Aligned with
corporate/business strategy
(5 complete alignment)

Aligned with
corporate/business strategy (4)

Aligned with
corporate/business strategy
(3 moderate alignment)

Aligned with
corporate/business strategy (2)

6.3%

18.8%

0.0%

60.0%

60.0%
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Aligned with 18.8%
corporate/business strategy
(1 not at all) 0.0%
0.0% 20.0% 40.0% 60.0% 80.0% 100.0%
Aligned with each other 25.0%
(5 complete alignment) 0.0%
75.0%
Aligned with each other (4)
100.0%
Aligned with each other 6.3%
(3 moderate alignment) 0.0%
31.3%
Aligned with each other (2)
60.0%
Aligned with each other 37.5%
(1 not at all) 40.0%
0.0% 20.0% 40.0% 60.0% 80.0% 100.0%

*Responses do not always add up to 100% as respondents were asked to “check all that apply.”
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and process owners of the critical success factors; however, the foun-
dation of the alignment is the Enterprise Strategy (see Figure 2.2.).
At Caterpillar, stakeholder inputs tie learning to business goals that
eventually become the part of the Enterprise Learning Plan for the
year. (See also the Caterpillar case study in Part II of this book.) To
further embed leadership development in the business strategy, the
company established metrics to connect leadership behavior to busi-
ness success.

PricewaterhouseCoopers (PwC)’s leadership-development strat-
egy is directly related to its ‘“‘distinctive firm” strategy, which has busi-
ness goals in three areas: client service, employee development, and
quality work. These business goals and corporate strategy became the
framework for the leadership strategy for PwC in North America. As
a consequence, corporate and leadership strategies are linked. The
leadership-development programs reinforce the corporate strategy
and ensure success. Senior line executives sponsor the programs.
Their sense of a program’s value in achieving the firm’s goals is a key
factor in program success.

Washington Group also formally links its business strategy with its
leadership-development strategy. It holds a series of strategic plan-
ning sessions during the year that encompass both the corporate
strategy and the human resources strategy as they relate to business
objectives. In these sessions, the organization’s business strategy is
reviewed and refined, and it becomes the basis for formal employee-
development plans. In fact, all of these strategies guide leadership
development. At Washington Group, the direct connection between
business strategy and leadership-development strategy allows for em-
ployee development with near- and long-term action plans that en-
sure success in providing the leaders needed to confront future
challenges.

PepsiCo’s leadership-development strategy is grounded in the be-
lief that strong leaders are needed to be successful in the marketplace.
This belief is fundamental to PepsiCo’s two-pronged HR approach,
which includes a career-growth model and a talent-management
model for leadership development. (See the PepsiCo case study in
Part II.) This two-pronged HR approach aligns with corporate strate-
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gic initiatives, which in turn link with the organization’s sustainable
competitive advantage.

Cisco uses executive sponsors to tie its leadership-development
strategy to its business strategy. To further strengthen this link, HR
partnered with Global Operations to create the Global Leader Pro-
gram in support of the company’s worldwide strategy.

As we said, all best-practice partners closely tie their leadership-
development strategies to their business strategies to ensure that
emerging leaders are prepared to lead their respective organizations
well into the future. Common sense would indicate that this tie is
always present. Unfortunately it is not. Taking time to make this con-
nection specific and deliberate is not common, but it is almost a re-
quirement for excellence.

Communicating the Strateqy

Key Finding 3. Executives use leadership development as a powerful tool
to formulate, translate, and communicate strategy.

While education is a relatively small portion of the entire develop-
ment process for leaders, carefully crafted learning initiatives are im-
portant for gathering input from people in the organization and
communicating key themes to everyone in the firm. Learning pro-
grams can effectively communicate the reasons for and implications
of corporate strategy to managers, who need to translate that strategy
for employees so everyone understands his or her role in creating the
desired future.

As previously mentioned, one of the components of Caterpillar’s
Leadership Quest program was having participants present to the
CEO their strategy for the organization in the year 2020. In October
2005, the Strategic Planning Committee announced the organiza-
tion’s Vision 2020 and reformulated Code of Conduct. Immediately,
the College of Leadership, in partnership with key enterprise organi-
zations, rolled out the new strategy and code down through the orga-
nization using a leaders-as-teachers approach. Also in October,
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learning sessions designed to achieve divisional alignment were con-
ducted around the world. Sessions designed to communicate the vi-
sion to employees were completed by the following January.
Essentially, all leaders were involved in communicating the essence of
the new strategy to their subordinates and helping them see their
roles in achieving the organization’s strategic goals.

In its discussion of how to create a positive organizational culture,
PwC focused on its core values of leadership, excellence, and team-
work, along with the critical attributes of good client service, trust
and quality. The PwC University Experience has proved to be an effec-
tive and efficient means of sharing information about the organiza-
tion’s direction with all of the firm’s partners and moving its culture
in the desired direction.

Various studies have concluded that 60 to 70 percent of all strate-
gies fail to be successfully implemented. The best-practice partners
beat these odds by ensuring that everyone in their organizations
understood the strategy, the reasons for it, and their roles in im-
plementation. These companies also understand that leadership-
development activities can be an effective means of sharing informa-
tion and providing tools for successful implementation of strategy.
Leadership development is a bully pulpit for corporate leaders—a
way for them to share their views of an organization’s future and to
engage future leaders in dialogues about strategy and challenges of
implementation. Senior executives recognize that these conversations
about strategy can challenge their own sometimes insular thinking,
can leverage communication efforts by engaging several high-
potential middle-level managers simultaneously, and can provide op-
portunities to clarify thinking and articulate key concepts. Moreover,
the executives gain insights into the essential skills and capabilities of
younger leaders from throughout the firm.

Lean Competency Models

Key Finding 4. Lean competency models and values are the foundation
of strategic leadership development.
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Clearly, alignment is a key concept for successful implementation of
leadership-development strategies. A simple leadership model with a
concise statement of values can be the central focus for that align-
ment. None of the best-practice partners had a scientifically valid com-
petency model; most had created their own strategy or had adapted a
set of competencies developed by an outside organization. We found,
however, that all of the partners and most (81 percent) of the spon-
sors identified and implemented lean leadership competencies within
their organizations.

Almost all of the study participants recognized the need to identify
and develop competencies that would ensure the success of their or-
ganizations into the future. In other words, most firms sense the ne-
cessity of understanding the competencies required for success and
that this is the starting point for planning leadership development.
However, organizations differ in the ways they use their competencies
to connect the strategic needs of the organization to the challenges of
developing their people. The organizations that were able to keep
their competencies relatively simple, or lean, were more effective in
applying those competencies than were those with more complex
models.

In 2001, PepsiCo revised its leadership model based on new lead-
ership and changes in strategic direction at the time to identify three
leadership imperatives, seven success factors, and seventeen compe-
tency dimensions, as shown in Figure 2.5. Although all seventeen
competencies are important, the three leadership imperatives focus
employees on what is truly important. Interestingly, the three major
clusters of Caterpillar’s leadership competencies framework are very
similar: vision (setting the agenda), execution (doing it the right way),
and legacy (taking others with you).

Additionally, this study found that all of the best-practice partners
and almost all (84 percent) of the sponsors indicated that the compe-
tency models have behaviors tied to them. Also, all of the best-practice
partners have had competency models in place for approximately the
same time as they have had leadership-development strategies in
place.

A competency model can serve as a foundation for planning and
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Figure 2.5. PepsiCo's leadership competency model.

Leadership Success — Competency —_
Imperatives Factors Dimensions
) 1. Thinking Skills
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Courageous Leadership 7. Motivates Others
8. Collaboration Focus
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OTHERS People Development 10. Inclusion E dbg K
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11. Supports Others
You Process
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13. Negotiation
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RIGHT WAY o . | E I 16. Knows The Business
perational Excellence 17. Functional Excellence
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implementing a successful leadership-development strategy, espe-
cially if the models are developed in the context of a firm’s future
strategic direction. Washington Group relies on twelve competencies
(referred to as “‘business skills” it believes to be critical to effective
personal performance and thus to business performance. A business-
skills booklet refers to them as the “‘softer skills’’ in contrast to techni-
cal or job-specific skills.

The connection between PwC'’s values and leadership framework
is shown in Figure 2.6. This framework is tied to the organization’s
competencies and is often a foundation for leadership-development
initiatives. Cisco uses its Grow Model (‘“Grow the business; Grow the
team; Grow yourself”) as its competency model. Each component of
the model is tied to Cisco’s cultural values (customers, teamwork,
collaboration, integrity, judgment, and perspective).

The best-practice partners keep their values and competencies
simple and straightforward. They understand that competencies
should apply at all levels of an organization and directly lead to better
performance. As we have shown, an integrated strategic leadership
framework can add value to a business. Figure 2.7 can be helpful
in addressing some of the key talent-management problems facing
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Figure 2.6. PricewaterhouseCoopers' stated business values.

Our Values

We deliver what we promise and add
value beyond what is expected. We are
known for our quality and integrity.

The best solutions We lead with

come from working clients, people,
together—with Relationships and thought.
colleagues and clients. GERes:

Sharing

Figure 2.7. Context for setting leadership strategy.

Talent-Management Issues

Fuel Business Growth
(not enough current leaders
to support future expansion goals)

Prevent the “Perfect Storm”
(retiring leaders, coupled Ensure Backfill and Continuity
with midlevel layoffs and (current leaders likely to
little management development turnover/retire soon)
to fill void)

SOURCE: Duke Corporate Education, 2007.
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organizations today. Building content around these areas can help
an organization ensure leadership continuity and prepare for future
growth.

Leadership Strategy Development: Summary

Developing a leadership strategy requires organizational commit-
ment, buy-in, and focus. Furthermore, creating and/or understanding
an organization’s culture and values are paramount before any
leadership-development strategy can be designed and implemented.
The essential elements for developing a successful leadership-
development strategy are:

A Experiencing a teachable moment and coupling it with the op-
portunity to change the culture

A Establishing a corporate business strategy that is visionary,
then linking the leadership-development strategy to it

A Engaging in conversations about the leadership vision and
gaining support through the communication efforts

A Creating a lean competency model and the values that can
guide the leadership-development strategy

A sound leadership-development strategy builds a foundation and
infrastructure that cascade knowledge, understanding, and motiva-
tion down through the organization. Additionally, it provides oppor-
tunities to available talent, facilitates the assimilation of external hires
into the corporate culture, and aligns them with the direction of the
company. A leadership-development strategy affords employees an
opportunity to grow and eventually excel.

Chapter 3 will reveal how developing a strategy is only a beginning.
Design is the starting point; a successful leadership-development archi-
tecture requires commitment, application, integration, and synergy.
Any architect will tell you that beautiful designs are worthless unless
someone is committed to making the project become a reality. This
will only happen when the owner is willing to commit time, money,
and effort to making the design become a reality.



CHAPTER

3

Building an Aligned Architecture for
Strategic Leadership Development

Chapter 2 discussed the importance of capitalizing on key moments,
communicating an aligned strategy, and operating with lean compe-
tency models as a foundation for strategic leadership development.
To build on that foundation, organizations must have a vision for the
design and delivery of the strategy—a structure that shows how the
related programs, activities, and systems work together to ensure suc-
cess. For example, think about preparing to build a house. The prop-
erty owners discuss the elements they want the house to include,
usually expressed in terms of cost, function, and appearance. Because
a house contains a variety of systems, each one must be considered in
relation to the others. For instance, deciding to have twelve-foot ceil-
ings will increase the cost and impact the design of heating and light-
ing systems. An architect listens to the owners’ wishes, concerns, and
limitations, then turns these ideas into a detailed plan.

45
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A contractor or general foreman does not start building an entire
house by randomly selecting a room. Instead, he or she reviews blue-
prints with floor plans and specifications so as to understand what
type of dwelling it should be (single- or multi-family), the purpose of
each room, how it will connect with others, and the infrastructure
(e.g., wiring and plumbing) required. Construction starts with laying
the foundation and moves on to framing the structure, installing the
roof, and closing the outside walls before the plumbing and electricity
are installed. The blueprint, or architectural design, shows the con-
tractor how these different components fit together, provides re-
quired specifications, and gives references to be consulted regarding
different components of the job. This blueprint aligns everyone asso-
ciated with the project with what the owners expect to see when the
project is completed.

The same could be said for organizations with true strategic
leadership-development initiatives, such as the best-practice partners
in this study. These organizations have an integrated architecture for
their strategic leadership-development initiatives that helps the office
or group responsible for implementing the strategy (usually HRD or
employee development) understand how the programs align or build
on one another and who the key stakeholders are—who will set direc-
tion, design and develop the programs, and deliver them.

Why is an integrated architecture important? As this (and Chapters
4 through 7) will demonstrate, architecture ensures that all compo-
nents are aligned with common goals. Moreover, the architectural
structure helps everyone in the organization understand how the
leadership-development programs build on one another and contrib-
ute to the achievement of strategic goals. A well-designed architecture
for leadership development can:

A Name which key stakeholders (e.g., executives, business units,
and individuals) need to be involved in the direction, design, and
delivery of the strategy and programs

A Provide leverage from these programs in support of the busi-
ness strategy and the development of organizational capabilities in a
strategic fashion
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A Determine where and how to best identify and develop collec-
tive and individual capabilities

Bridging the Gap: Moving the Architecture from Vision
to Reality

Our colleagues at Duke Corporate Education (Duke CE) use the tem-
plate shown in Figure 3.1 to help clients see the connections between
corporate strategies and business objectives, along with the leader-
ship challenges and chances for development. The process starts with
a clear understanding and articulation of the competitive environ-
ment as well as the strategic imperatives that grow out of this competi-
tive analysis. This conversation typically involves senior line
executives and strategically astute HRD professionals. The task of ex-
plaining the business challenges is often instructive for corporate rep-
resentatives as well as for outside consultants. If these key corporate
players have difficulty articulating the business challenges, that may
be a harbinger of the firm’s difficulty in implementing its strategy.
Other leaders in the firm may not adequately understand the strategic
imperatives or be fully supportive. Duke CE tries to tie all educational
interventions to key business issues. In this way, educational efforts
are more likely to have an impact and be viewed as successful.

After there’s an understanding of the business issues involved, the
next task is to review the challenges associated with current and pro-
jected leadership capabilities. In other words, will new competencies
be required for leaders to reach the goals set for the organization?
What managerial levels will benefit most from or have the most impact
in addressing these challenges? Does the culture of the organization
need to change in order for the company to be strategically suc-
cessful?

Finally, the program-development group (the architects) looks at
previous design concepts to determine what will be most helpful to
the organization (client) in achieving its vision. The resulting plan is
a blueprint for business success, as illustrated in Figure 3.1. Duke
CE’s unique approach to advising clients about the architecture for
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Figure 3.1. Duke CE's template for strategic architecture.
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strategic leadership development is based on the seven principles we
listed in Chapter 2.

The remainder of this chapter focuses on several aspects of the
Duke CE template, such as the partnership between executives and
HR, integration with the corporate planning calendar, using execu-
tives in strategic learning initiatives as contributors or teachers, and a
focus on high potentials.

Partnerships Between Senior Executives and Human Resources
Personnel

Key Finding 5. Strategic leadership development involves a conscious
partnership between senior executives and multiple
human resource systems.

Senior-executive support, usually starting with the CEO, is vital for
the success of any strategic leadership development. The best and
most ambitious human resources team cannot create this partnership
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and achieve alignment without support from line management. Simi-
larly, even the most effective CEO cannot ensure success without in-
volving an organization’s entire human resource system (e.g., training
and development, assessment, talent management/succession plan-
ning systems, performance-management systems, etc.).

Executives in key staff positions may be tempted to develop their
reputations in their professional specialties rather than achieve prom-
inence within the firm that employs them—after all, the next job offer
is likely to be based on contacts outside the firm. However, the best
professional reputations are built on people’s being strategic partners
and contributors to their organizations’ success rather than on their
speeches at professional meetings. Human resource professionals in
general, and HRD leaders in particular, will not be successful in their
careers unless they collaborate with their colleagues in line positions.
These partnerships are not likely to just happen. They must be built
on a shared recognition that, by working together to achieve business
goals, individuals can be more successful than if they work alone.

All of the study’s partners indicated that senior management at
their organizations place a high to very high priority on leadership
development. This compares with about two-thirds of the sponsor
organizations (see Figure 3.2). Nevertheless, both best-practice part-
ners and sponsors agreed that leadership development is an area of
increasing importance for strategic success. These organizations rec-
ognize the importance of developing leaders to carry the organization
into the future and they agree that this skill set should be part of that
development. Indeed, the broad support and collaborative engage-
ment are vital to setting the organization’s agenda and leaving a
legacy.

Lombardo and Eichinger have suggested that leadership develop-
ment is a composite of activities that includes three major compo-
nents: on-the-job experience, feedback and role models, and formal
educational programs.! The most important capacity building hap-
pens when people are required to do challenging work that adds
value to an organization and are given helpful feedback about their
performance. Their research emphasizes the overwhelming value of
work in the developmental process, estimating that about 70 percent
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Figure 3.2. How high a priority does your organization's senior management
give to leadership development?

25.0%
Very high priority
60.0%
37.5%
High priority
40.0%

M Partners N=5

0.0%

Medium priority

0.0%

Low priority

0.0%
Not a priority
0.0%

0.0% 20.0% 40.0% 60.0% 80.0% 100.0%

of personal growth comes from learning on the job—working on real
tasks and problems. Their model resonates with professionals in the
field, who believe that about 20 percent of employee development
stems from coaching, acting on feedback, or mimicking role models.
These professionals also believe that approximately 10 percent of de-
velopment stems from learning through courses, educational initia-
tives, or reading.

In order to coordinate their development activities, our best-practice
partners have developed programs that integrate all aspects of the
human resource systems. While accepting the idea that learning pro-
grams may constitute only 10 percent of the total development pack-
age, they seem to believe that, executed effectively, educational
programs could be a major leveraging agent to improve the effective-
ness of other developmental initiatives.
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An illustration of the linkage between human resource systems,
Caterpillar’s leadership framework joins other core processes, such as
selection, development, performance management, succession man-
agement, and career management, as shown in Figure 3.3. Global ex-
perience, as well as cross-functional assignments and involvement in
the company’s emphasis on Six Sigma and other work experience,
make up 70 percent of leadership development. Performance man-
agement, individual development plans, multirater feedback, coach-
ing and mentoring or serving as role models, and the ‘“Leaders as
Teachers’ program constitute approximately 20 percent of the devel-
opment process. Finally, continuing education and continual learning
make up a vital 10 percent of this coordinated system.

Caterpillar University’s College of Leadership is responsible for
the design of Caterpillar’s leadership-development programs. How-
ever, the college’s senior learning consultants receive valuable input
for program design from senior executives as well as the lead learning

Figure 3.3. The Caterpillar Leadership Framework—integration into core HR
processes.
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managers in the organization’s thirty business units. This helps en-
sure alignment between the programs’ objectives and the business.

The PepsiCo model (see Figure 3.4) shows these components as
part of the annual operating plan, thus graphically depicting the link
between the corporate planning calendar and strategic leadership de-
velopment.

Within Cisco’s HR function, the organization’s Worldwide Leader-
ship Development group works with the business’s leaders to identify
candidates for its key educational programs. Senior executives
nominate these candidates through the leadership review process.
Additionally, business partners, or executive sponsors, work with
Worldwide Leadership Development program managers and program
coordinator teams to design the programs in the leadership series.
Each program has an executive sponsor and steering committee that
ensure the program meets business needs and aligns with strategy.

The process of developing PricewaterhouseCoopers LLP’s leader-
ship strategy is inclusive and involves representatives from each of
PwC’s lines of service (assurance, tax, and advisory services), Learn-

Figure 3.4. Connecting PepsiCo people processes.
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ing & Education, HR, the U.S. Leadership Team, and Partner Affairs.
For example, the Learning & Education team works with vendors
such as Duke CE along with the U.S. firm’s management committee
to develop and deploy the PwC University program. Additionally, the
firm’s leaders work with the Learning & Education team to deliver
PwC’s SOAR program (described in detail in the PwC case study).
Finally, in the PwC University 2 experience, the Learning & Education
team works with local-area partners and managers to ensure their
business-area needs were met.

At Washington Group, corporate and the business units share re-
sponsibility for leadership development. The integrated Strategic
Staffing and Talent Management group is responsible for the design,
development, implementation, and maintenance of the programs,
and the office of the chairman reviews, approves, and provides feed-
back on moving forward with developmental proposals. The fourteen-
member senior-executive leadership team meets regularly to discuss
leadership development.

One way to ensure that something gets done in an organization is
to embed the process or job in the workflow. As the next section will
show, this has been accomplished with strategic leadership develop-
ment at the partner organizations by linking people-development
processes to the corporate calendar.

Embedding Strategic Leadership Development

Key Finding 6. Strategic HRD is a key part of the corporate planning
cycle.

If developing leaders is a strategic priority for a company, the odds
are that there is an HRD component to the business planning cycle.
The American Productivity and Quality Center (APQC)’s 2005 study,
titled “Next Generation Human Resources: Driving Organizational
Excellence,” found that a strong relationship between HRD and the
corporate calendar is crucial if HR is to be a true partner in the organi-
zation’s strategic process. In that study, it was found that the best-
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practice partners developed that partnership in two ways: (1) by for-
mulating strategies that contribute to the organization’s strategic
goals during the same time as business units developed their objec-
tives, and (2) by conducting leadership reviews during the same time
as conducting business and operational reviews. In this most recent
study’s survey, all best-practice partners indicated that leadership de-
velopment is tied to the corporate planning calendar, as compared to
only 37.5 percent of the study’s sponsors.

As with the best-practice organizations in the 2005 research, this
study’s best-practice partners tend to make people planning, as well
as succession management, a matter all key executives are expected
to address in concert with their human resource partners and the
immediate supervisors of the people being evaluated. In other words,
identifying the key players expected to implement corporate strategy,
and considering the assistance they may need to enhance the proba-
bility of success, is a natural part of the corporate planning cycle.

Washington Group leverages its annual strategic and business
planning sessions to discuss employee development and leader-
ship-development needs for the organization. Information on eco-
nomic issues, industry trends, and the group’s own organizational
performance is used to evaluate the leadership-development process
and to make recommendations for changes to the strategy.

PepsiCo’s People Processes align exactly with the organization’s
annual operating calendar. Figure 3.4 shows that each stage of the
planning cycle includes a specific focus on key people issues. Leaders
at PepsiCo would be hard-pressed to miss the message that leadership
strategy is integral to the overall corporate strategy.

Caterpillar’s College of Leadership conducts its learning-needs as-
sessments with the organization’s thirty business units as part of the
annual corporate planning cycle. This allows for both a short-term
view (needs for the next year) and a more long-term view.

Key Findings 5 and 6 lead to a strong conclusion that the success-
ful development of leaders requires a strategic alignment of planning
and all human resource systems. Let’s now consider the role of top
management in leadership development.
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Winning Top-Management Support

Key Finding 7. HRD can win the support of top management by involving
it in strategic learning initiatives and by understanding
the business.

Most of the exemplars in this study have a high degree of executive
involvement in the delivery of key corporate programs. Executive
involvement in program design can ensure that the program content
addresses topics of genuine concern to key constituencies and can
contribute to higher levels of support for the ongoing initiative.

For most of the study’s participants, responsibility for the organ-
ization’s leadership-development strategy is shared between corpo-
rate and the business units (see Figure 3.5). This collaboration is
important because, if done correctly, it ensures that the challenges
faced by the business units are being addressed appropriately through
the leadership-development programs. In other words, alignment of
leadership-development strategy and business strategy requires a
partnership among corporate HRD, divisional HR managers, and line
managers.

The different individuals or functions responsible for designing
and implementing leadership-development strategy include the board
of directors, the CEO, the COO/CFO/CIO, divisional executives, human
resources, learning and development, and individual business units
(among others). Study participants were asked what role these func-
tions or individuals play with regard to leadership development. As
Figure 3.6 shows, the best-practice partners really engage their execu-
tives in the direction and delivery of leadership-development strategy.
The HR and learning-and-development groups work with the execu-
tives to understand the business strategy, which often determines the
direction of the leadership-development strategy. They also work to
engage them in the delivery.

Our exemplars believe that external faculty and subject-matter ex-
perts don’t always tailor their programs so that the content has mean-
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Figure 3.5. Does responsibility for your leadership-development strategy reside
at the corporate or business-unit level?
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ing for the participants. Also, program participants often learn best
from people they know, admire, and respect. Figure 3.6 suggests that
best-practice firms are much more likely to have top management in-
volved in the governance and delivery of leadership development
than are the comparison firms.

When asked to approximate the percentage of the CEO’s time
spent on issues associated with leadership development, three of the
five study partners indicated that their CEOs spend anywhere from 11
to 50 percent of their time on such issues. This is a huge commitment
and shows just how strongly these organizations feel about leadership
development. These results mirror a 2005 study of top firms for lead-
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Figure 3.6. Percentage of key executives involved in leadership development.

L Direction Design Delivery Measurement
Organizational
Entity Partner Sponsor Partner Sponsor Partner Sponsor Partner Sponsor

Board of Directors 60 44 0 0 0 0 0 19
CEO 100 69 20 25 60 19 20 25
COO/CFO/CIO 100 25 0 19 60 19 0 25
Divisional
Executives 100 57 0 19 80 44 0 25
Human Resources 100 75 40 69 80 81 40 56
Learning and
Development 100 50 100 63 100 75 100 44
Individual
Business Units 80 31 60 38 60 63 60 38

ers (Salob and Greenslade), in which all of the top twenty companies
cited reported strong CEO involvement and sponsorship for leader-
ship development. This is compared to 65 percent of the comparison
firms.

Our study also confirms the findings of a 2004 survey of the execu-
tive education practices in twenty-eight global organizations (Saslow).
This study found that ‘‘aligning development and corporate goals”
was a key priority of the best-performing companies. Firms that had
previously practiced a bottom-up approach, which starts with individ-
uals and the skills they need, shifted their emphasis to building pro-
grams around corporate goals and current initiatives.

At Cisco, each program has an established cross-functional execu-
tive-steering committee that tightens the link between the program
and the business. The business leaders on the steering committees
help drive the design of the programs and recruit appropriate execu-
tives for the classrooms. In addition, they play the roles of coach and
facilitator and host networking events in the program. The programs
typically employ executive faculty, or internal leaders who bring parti-
cipants a strategic perspective.

A board of governors for Caterpillar University, which includes the
CEO and senior executives, approves learning budgets and priorities
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and also determines policy. An advisory board for each college in-
cludes senior leaders from business or user groups. This group is
diverse in terms of geography and subject-matter expertise and has
members from most of Caterpillar’s business units.

Before each leadership-development program is rolled out, PwC’s
design team consults with a committee of designated leader-partners
who serve as a strategic sounding board to ensure alignment. The
U.S. business’s management committee, the organization’s highest
leadership team, is highly involved in all decisions regarding partner
leadership development. Members of this committee attend key part-
ner programs where they speak or lead and engage in discussions.
They may also participate in the program alongside other partners
and participants.

A meeting between Washington Group’s HR team and the office
of the chairman led to the development of the organization’s LEAP
(Leadership Excellence and Performance) program. (For more de-
tails on this program, see the case study in Part II.) Members of the
senior leadership team also serve as instructors in Washington
Group’s Leaders Forum. Key officers design and deliver the material
for the forum. For example, the CFO designed a method to help
participants better understand financial matters using an electronic
board game patterned after the popular television program Jeop-
ardy!

Although it is important to involve line executives who have a
deep understanding of the business challenges facing an organization
in key leadership-development decisions, this involvement is not suf-
ficient to ensure program success. HRD partners must understand the
business as well as cutting-edge leadership concepts in order to focus
executive interests on ways of leadership development that incorpo-
rate internal challenges and external best practices. In this study, the
partners’ HRD staffs are keenly aware of what is happening outside
the enterprise, especially in the arena of leadership development.
Most use outside specialists to supplement their understanding of the
latest thinking in the external world. All of the best-practice partners
emphasized the importance of understanding both the business and
the strategy of their companies.
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Engaging Effective Leaders

Key Finding 8. Leaders who teach are more effective than those who
tell.

One of the surprising findings of this project is the degree to which
senior executives practice the concept of leading by teaching. At
PepsiCo, Paul Russell, vice president of executive learning & develop-
ment, spoke of ‘‘the magic of leaders developing leaders.” Using lead-
ers to teach other leaders is a large part of PepsiCo’s approach to
leadership development.

In a recent high-potential program, nineteen of Caterpillar’s
thirty-six officers (including all members of the executive office) par-
ticipated in the semiannual Leadership Quest. As noted, Caterpillar
has a strong commitment to supporting the leaders-as-teachers con-
cept and used this philosophy to involve almost all of its mangers in
the late 2005 rollout of the new corporate strategy and code of con-
duct. The Leadership College of Caterpillar University has prepared a
twelve-page document titled ‘‘Leaders as Teachers.” It speaks proudly
of involving more than 600 leaders in the rollout of its new code of
conduct and enterprise strategy, ‘‘Vision 2020,” in late 2005. More
than 84,000 employees were reached by this initiative.

When we discussed this finding during a knowledge transfer ses-
sion, when we reviewed our findings with the study sponsors, one of
them commented, ““The last thing I want is to have my officers in front
of a group of high potentials. They are such terrible presenters, it
would ruin the program.” One of the best-practice partners re-
sponded, “In our organization, a person doesn’t become an officer
unless he or she is an effective communicator.”

Some of the partners leverage their leaders as coaches and/or
mentors as part of their organization’s leadership-development activi-
ties (see Figure 3.7). This is crucial as it helps build relationships
across generations of leaders, gives current leaders deeper insight
into the next generation, enables the transfer of tacit knowledge
(through sharing critical experiences, war stories, and lessons learned)
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Figure 3.7. Are current leaders used as coaches and/or mentors in the
leadership-development programs?
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from one cohort to the next, and helps create a legacy—described as
a core leadership competency in Chapter 2.

For example, participants in Washington Group’s LEAP program
are assigned a mentor for one year. This mentor is a member of the
executive team, and he or she is expected to work with the protégé
to develop an action plan. Additionally, LEAP participants have the
opportunity to meet and interact with the company’s board members.
The relationships developed between the high potentials and the
leaders involved in LEAP become teaching experiences for the partici-
pants, who in turn become leaders and mentors for their subordi-
nates.

Additionally, the company’s senior leadership is not only actively
involved in the nomination and selection process for key leadership
courses, but they also serve as instructors. The office of the chairman
and retired executives share their experiences in the project-manage-
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ment arena, which serves to transfer knowledge and mentor this up-
and-coming group of leaders.

Knowledge Transfer Across Generations of Leaders

A growing concern across many HRD functions is the bench strength
of the leadership pipeline at their organizations. This study’s partici-
pants are no different. Many factors impact that bench strength, in-
cluding baby boomer retirement, an increasingly mobile workforce,
and a decreasing number of people entering organizations with the
needed skills and capabilities. Study participants expressed interest in
what the best-practice partners are currently doing to prevent the loss
of critical organizational and business knowledge and to transfer this
knowledge to the next generation in order to keep it in-house, pre-
vent reinvention of basic concepts, reduce mistakes, and avoid the
loss of hard-won organizational capabilities.

To combat that potential loss, many of the study’s partners engage
executives in leadership-development opportunities as a way to trans-
fer knowledge to the next generation of leaders in the organization.
Here are some of the approaches and/or tools the partners use for
this purpose:

A Use leaders as teachers. This is a way to share experiences and
insights and thus increase the bench strength of the next generation
of leaders and allow for continual knowledge transfer.

A Use cross-generational participants. This populates the lead-
ership-development activities with participants of various ages in
order to encourage knowledge transfer in an informal manner.

A Leverage job assignments/rotations. Exposure to new chal-
lenges, perspectives, leaders and leadership styles, situations, learn-
ings, and real-life experiences increases knowledge transfer.

A Use mentoring and coaching. Relevant, business-based coach-
ing relationships help transfer knowledge and insights.
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A Make use of facilitated small-group discussion. Senior part-
ners transfer knowledge through storytelling, dialogue, and discus-
sion with more junior partners.

An Integrated Architecture for Leadership Development:
Summary

One of the most popular ways to transfer knowledge among best-
practice partners is to engage leaders as teachers where they share
experiences, war stories, lessons learned, and personal challenges
with the emerging or future leaders. Many competency models in-
clude a category called ‘‘Leaving a Legacy.” Leaders who teach by word
and by action are making a significant contribution to their legacies
when they share their vision and insights with the next generation.
Developing the cadre of people with the highest potential offers a
high return for both the organization and the individuals involved.
Ultimately, crafting a leadership-development strategy lays the ground-
work for a successful high-potential program, which can in turn lead
to successful implementation of a leadership-development strategy.
We explore this challenge in Chapter 4.



CHAPTER

4

Implementing Successful Strategic

Leadership Development

In Chapter 3, we established the specific benefits that an organization
can reap from the deliberate and structured development of high-
potential leaders. We’ve seen how the process of strategizing this de-
velopment is both methodical and meticulous—and unique to each
organization studied. But how does an organization establish a con-
sistent, systematic method to prepare candidates for key positions?
How should the appropriate programs and applications be imple-
mented? Indeed, how should this vital blueprint be drafted? In this
chapter, we listen in on the five conversations that are needed to
build and implement a leadership-development strategy. We see what
the best-practice companies in our study have in common when it
comes to leadership development. And finally, we explore two useful
modalities for jump-starting, and then inculcating, leadership devel-
opment in an organization.

63
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Making It Happen: Moving from Objectives to Implementation

Because a forward-looking organization aims to groom its future lead-
ers, an ability to sense its future needs, in both its leadership-develop-
ment strategy and project plans, is essential for success. Successful
implementation, then, is predicated on the relevance and real-time
nature of the programs and applications it develops.

Several factors come into play. An intimate knowledge of an orga-
nization’s needs, culture, values, goals, and overall vision is required,
as is integration of the entire talent-management system. Accordingly,
programs developed internally tend to have applicability, relevance,
and longevity. Also, when talent-management systems—such as lead-
ership development, succession planning, performance management,
and management development—work synergistically, a leadership-
development strategy is more likely to yield success.

In our work with global clients, we’ve identified half a dozen criti-
cal objectives for building and implementing a strategic leadership-
development framework. You’ll recognize the first three from Chap-
ters 1 through 3.

1. Understanding and articulating an integrated leadership strategy
for the company.

2. Drafting a roadmap for new leadership.

3. Developing a leader practices/competencies model and needs-
assessment survey.

4. Creating a leader talent-management process, wherein the compo-
nents of a talent-management system support each other as well
as the overall corporate strategy. (Figure 4.1 illustrates how one
company accomplished this.)

5. Building an implementation plan for the development of key pro-
grams and interventions. (Creating a plan is an excellent start, but
proceeding without a strategy for implementation is short-
sighted—and a recipe for failure.)

6. Supporting the rollout of high-leverage initiatives for the future.
(We have discussed the importance of winning support from sen-
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Figure 4.1. Aligning the talent-management process for building a leadership
pipeline.
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ensures it has the right type and quality of leaders to implement its strategy.

ior management in Chapter 3; its involvement and support is es-
sential for inaugurating new initiatives.)

This chapter—indeed, this entire book—emphasizes the impor-
tance of partnerships between HRD and line executives, as well as
between lean HRD staffs and their outside advisers or providers.
Using the insights gained from studying top-performing companies
worldwide, Duke CE has developed the five-part list of objectives that
are the topic of this chapter. These objectives will help you:

A Analyze how well your organization’s leadership strategy meets
the challenge of its business strategy

A Apply a proven approach, using proven tools, to build your
leadership strategy, architecture, and pipeline

A Assess your leadership portfolio and identify high-leverage ini-
tiatives

A Design and deliver the world-class programs and business-
action learning that drive strategy execution
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A Align and engage your organization for successful implementa-
tion of these programs

Critical Conversations for Successful Development and
Implementation of Leadership Programs

Each year from 2002 to 2007, the Financial Times named Duke Cor-
porate Education (Duke CE) the number-one source in the world for
custom-designed executive-education programs. We believe that this
recognition has come to Duke CE because it has developed a process
for engaging its clients in critical conversations about their businesses
and leadership strategies. Duke’s five key topics are shown in Figure
4.2. Based on these conversations, Duke CE has developed a series of
templates that help clients identify critical issues. Most of these critical
questions are straightforward and intended to initiate discussion of
key issues.

1. Determine destination. The first topic deals with the organiza-
tion’s vision or destination. The major objective is to create a shared

Figure 4.2. Five conversations to build and implement your leadership strategy.
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Determine Define Guiding Create the New Review and Align Measure
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SOURCE: Duke Corporate Education, 2007.
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view of the desired future of the organization, along with some spe-
cific ways of recognizing success. In some instances, an overview of
strategic imperatives is developed along with an articulation of sup-
porting business challenges. Involving line leadership in this process
to validate the assumptions created as a result of this conversation is
also quite important.

2. Define guiding principles and current reality. The major
thrust of the second conversation topic is to identify the values or
principles that define the organization’s culture. This conversation
also includes an audit of current reality, so as to identify any gap be-
tween vision and reality. Closing this gap then becomes the target of
subsequent activities.

3. Create the new leadership blueprint. The third conversation
topic looks at the organization’s existing portfolio of programs and its
experiences and then compares that with the proposed leadership
design. This step begins the process of creating a new curriculum, as
well as adjusting existing aspects of the talent-management process.
Figure 4.3 depicts a blueprint for developing this leadership strategy,
with the gaps between vision and solutions that need to be bridged.

4. Review and align the infrastructure. The fourth conversation
topic involves reviewing, adjusting, and aligning the infrastructure re-
quired to support the new leadership-development strategy. At this
point, an implementation plan is created and responsibilities are as-
signed for achieving specific targets, as well as a process is started for
communicating the new realities to all involved, whether program
Sponsors or participants.

5. Measure. The final topic focuses conversation on determining
how success will be measured, what specific results are expected, and
which behaviors should be changed. This topic is discussed in signifi-
cantly greater detail in Chapter 6.

Three Keys to Architectural Success

In this chapter, we focus on several aspects of implementing a suc-
cessful leadership-development strategy. The success of most steps in
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Figure 4.3. A blueprint for strategic leadership development.
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the process will depend on an optimum mixture of internal and exter-
nal development, as well as full integration of the talent-management
system.

Continuing our presentation of our study’s key findings, we find
three more principal similarities among the best-practice companies,
in this case regarding development of a leadership strategy.

Leaders Are Actively Involved in the Process

Key Finding 9. HRD owns the process and maintains strategic control.

We were surprised to find the degree to which the exemplar firms
maintained control of the design and delivery of their leadership-
development programs. All had relatively small yet dedicated staffs
for the HRD function—and none had delegated significant control to
outsiders. They typically exercised influence over succession plan-
ning, training and development, and performance management, even
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though they often shared implementation with various business units.
This unique characteristic aligns with the development programs that
are tailor-made to meet specific organizational needs and the strategic
focus of their organizations.

Each best-practice partner has specific operational and strategic
objectives; achieving these goals requires in-house control of the de-
sign and implementation of leadership-development programs.

Based on this research, best-practice partners design their
leadership-development programs to address specific corporate chal-
lenges, with occasional adaptations to address unique business-unit
challenges or organizational cultures. As Figure 4.4 shows, the part-
ners in the study are significantly better at this than are the sponsors.
Is this due to the maturity of their leadership-development strategies
and programs? This is certainly possible.

Consider PricewaterhouseCoopers. As a professional services firm,
PwC has greater involvement with outside professionals, believing
that its partners’ time can be better spent helping its own clients
rather than trying to become experts in HRD. Although the firm’s
Learning & Education Group boasts some 240 employees, most of

Figure 4.4. Does the implementation of your leadership-development initiatives
answer the following?
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them are involved in technical and professional learning. Only a very
small subset is dedicated to leadership and partner development.
However, these employees are totally involved in every aspect of the
group’s programs, even though the plan relies on external vendors
for considerable design and delivery support. For the past several
years, this group has worked with Duke CE, among other vendors,
for support with most of its key leadership programs. In this ar-
rangement, the firm’s internal professionals are the link between
the vendors and the firm’s leadership, ensuring that plans, content,
and delivery fit the expectations, needs, and standards of PwC part-
ners.

While 100 percent of the best-practice partners use their learning
and development departments to implement their leadership pro-
grams, 80 percent of the partners share this responsibility with a third
party—three times as often as do our sponsors. In other words, the
best partners believe that they can learn from outside specialists (see
Figure 4.5). Some of the best-practice partners might like to “do it
all,”” but this is simply not practical at a time when most organizations
run lean. So these best-practice organizations prioritize their needs
regarding development, design, and delivery in-house in order to
meet specific organizational and program needs. However, given
these companies’ often-constrained resources, coupled with their rec-
ognition that they are not experts in all things, the best-practice part-
ners use third-party providers when necessary and appropriate. In the
end, though, final control and decisions about content and approach
belong to the internal professionals, since they are responsible for
results.

Washington Group’s leadership development is heavily influ-
enced by senior leadership and is coordinated by the senior vice presi-
dent of human resources, a vice president of integrated staffing and
talent management, and a director of employee development. This
trio employs outside consultants only to a limited degree, relying in-
stead on its own officers to do much of the actual instruction. Wash-
ington Group also makes use of former executives who have taken
early retirement but still know the firm, its culture, and the industry.
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Figure 4.5. Who is responsible for the implementation (and success) of
leadership-development programs in your organization?
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This part-time use of recent retirees ensures that their “consultants”

understand the culture—and enjoy credibility among participants.
The firm’s leveraging of its own veterans also helps reduce the effects

of the brain drain often associated with the departure of wise senior

executives.

Finally, Caterpillar worked closely with the Hay Group to establish
its Making Great Leaders program, which deploys the Caterpillar Lea-

dership Framework. The company also turned to Duke CE for help in

designing and facilitating its Leadership Quest program and in coach-

ing its officers when they planned the course sessions. As we’ve seen,

while leadership development remains firmly under the control of

these best-practice partner corporations, their corporate staffs lever-

age their time and talents with the judicious use of outside experts.
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Making Partners of Outside Providers

Key Finding 10. Lean human resources departments leverage their
talents by partnering with outside experts.

The HRD leaders in the study maintained tight control of their programs
while leveraging their time and skills via selective partnerships with out-
side specialists, as well as with other human resource colleagues within
the company. As just mentioned, perhaps because of their emphasis on
knowing the business and on lean staffing, most of the best-practice
partners involve outside firms or specialists in both the design and deliv-
ery of their learning initiatives. They expect these outsiders to bring
specialized talent to the table, plus learn and understand the client’s
business. However, no matter how busy they are, these professionals
never entirely relinquish the tasks of program design and delivery.

PricewaterhouseCoopers probably delegates more of its educa-
tion function to outside providers than do the other firms studied. As
mentioned, the firm believes it is better served by letting its partners
focus on their own professional expertise (which generates revenues
for the firm) while hiring others to handle program design and deliv-
ery. Still, PwC’s partners remain involved in every aspect of the proc-
ess, using their internal access to ensure that activities address
genuine business challenges. Washington Group, as we have seen,
uses recently retired executives as an adjunct to its limited staff. Cater-
pillar, on the other hand, develops a few long-term relationships with
outside consultants to provide an external perspective on its leaders-
as-teachers approach.

The power of partnerships in the leadership-development process
is important. We revisit that topic at the end of this chapter, along
with providing some suggestions for making these partnerships suc-
cessful.

Integration Amplifies Success

Key Finding 11. Integration of leadership development with other talent-
management systems creates valuable synergies.
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In none of the best-practice partners is leadership development an
island or silo. There is a growing trend toward partnership with and
alignment of succession planning and performance management, as
well as other HR activities. Compared with the first APQC study of
leadership development, our recent research revealed far more inte-
gration and alignment. Among the best-practice partners in this study,
the leadership-development silo is little more than a crumbling relic
of days past.!

Why is this so? For starters, organizations committed to leadership
development understand its relationship to other talent-management
systems and practices, and they seek to parlay that relationship into
results. Thus, the best-practice partners incorporate their leadership-
development programs with other programs such as performance
institutes, management development, and succession planning. Inter-
estingly, 60 percent of the best-practice partners have integrated their
leadership-development programs with other talent-management sys-
tems. And the other 40 percent at least share common objectives
across talent-management systems (see Figure 4.6). A significant por-
tion of the sponsors (44%) have also taken steps to integrate their
leadership-development programs with other talent-management sys-
tems to some degree. Let’s look at how they have done this.

A Human Capital. The best-practice partners have invested heav-
ily in their people. This, rather logically, predisposes them to integrate
leadership development with other talent-management systems in
order to receive the maximum possible benefit. Washington Group, for
example, is such a strong proponent of this mindset that it aligns every
aspect of talent management. The group’s leadership-development
strategy begins with its program 2020 Vision, which poses the provoc-
ative question: ‘“Who will be instrumental in realizing the future?”’ It
also attempts to anticipate what positions will need to be filled. Once
this has been established, Washington Group begins forecasting, iden-
tifying, and preparing high-potential candidates for high-level execu-
tive and management positions (succession planning). After this
phase is completed, employee-development plans are crafted for each
candidate.
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Figure 4.6. How closely is leadership development integrated with other talent-
management systems such as succession planning and/or performance
management?*

43.8%
High integration
60.0%

25.0%

Separate, but shared objectives OSponsors N=16
and goals M Partners N=5

40.0%

25.0%

Low integration

0.0%

0.0% 20.0% 40.0% 60.0% 80.0% 100.0%

*Responses do not always add up to 100% as respondents were asked to “check all that apply.”

This overall process is central to the development of leaders at Wash-
ington Group. Consequently, Washington Group uses its employee-
development strategic plan to feed the succession-planning process,
which in turn is used in its leadership-development program. The
organization also uses its performance institute and management-
development program to advance its leadership-development strategy.

How does Caterpillar integrate its efforts? Its succession-planning
group works closely with the College of Leadership to provide high
potentials with some of the experiences and opportunities they need
to succeed. Thus, succession planning supports the nomination of
individuals to attend the company’s Leadership Quest program for
high potentials. The succession-planning group ties its assessments
and developmental planning to the same set of key competencies em-
phasized in Caterpillar’s educational program and then helps estab-
lish the context of development for all future leaders.
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At Caterpillar, succession planning works at all levels and in all
business units. As we’ve shown in Chapter 2, selection, development,
performance management, succession management, and career plan-
ning are all aligned with the Caterpillar leadership framework, which
provides the core of the firm’s leadership strategy.

A Executive Coaches. Figure 4.7 shows that 60 percent of the
best-practice partners aligned and integrated executive coaching with
other leadership-development activities. About half of the sponsors
keep the activities separate but maintain congruent objectives for all
leadership-development activities. This alignment is important be-
cause it helps ensure that participants receive the additional develop-
mental support they need—and that this support meshes with the
program’s overarching objectives.

Cisco uses executive coaches to accelerate the development of its
high potentials in its leadership-development programs. Each of these

Figure 4.7. How closely are executive coaching activities and other leadership-
development programs aligned with each other?

13.3%
High alignment
60.0%

53.3%

Separate practices but shared OSponsors N=15
objectives M Partners N=5
40.0%

33.3%

Low alignment

0.0%

0.0% 20.0% 40.0% 60.0% 80.0% 100.0%
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“high-po” candidates is paired for a year with an external executive
coach. And even though the coach is an external resource, he or she
is fully trained and well-versed in the Cisco way.

PricewaterhouseCoopers also uses executive coaches to enhance
its leadership-development programs. Coaching activities are funda-
mental to PwC—so much so that coaching is a key competency in the
firm’s competency model. Employees at PwC are encouraged to coach
others by participating in the performance-feedback process.

One particular area of focus should be the action plans for imple-
menting the organization’s key strategies. Action-learning projects can
be specifically geared to leading the organization into the future. De-
velopment of strategic thinking and planning skills, or of basic busi-
ness acumen, will stimulate the firm’s leadership to act on the need
for learning linked to the organization’s future. Program initiatives
should develop common frameworks, language, and understanding
of strategic planning—and of the organization’s business strategy.

Another area of focus should be on understanding the behaviors
(often formalized as competencies) that lead to achievement of the
organization’s business strategies. These competencies are captured
in the leadership capabilities that permeate all programs; they subse-
quently form the basis for individual development, linked to the as-
sessment and evaluation efforts already under way. Consistent use
of competencies, or a leadership framework, as a foundation for the
assessment of potential or performance (along with educational ini-
tiatives) is a critical step in achieving the organization’s strategic goals
and meeting its talent needs.

Strategic Partnerships for Leadership Development

The finding that best-practice HR departments judiciously employ
outside consultants in their pursuit of leadership development invites
further discussion, as hinted at earlier in this chapter. Indeed, one of
the overarching themes that emerged from our research is the vital
nature of collaborations or partnerships with all parties involved in
the development of future leaders. Each program, intervention, and
interaction should have a clear business purpose that focuses on the
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future. Each should clearly lead to actions that align with the com-
pany’s overall strategy.

What role should outsiders play in this multilayered drama? Quite
simply, outside providers become their clients’ business partners. As
partners, both parties have a stake in the successful development of
the organization’s leaders over time. But forming a business partner-
ship is easier said than done. Forging balanced partnerships requires
a long-term view—and long-term relationships. Yet as partners, out-
siders will get to know their clients very well over time; they will learn
the industry and understand the organization and its leaders.

Consultants will work as business partners to link their efforts
to their clients’ human resource and development activities. They’ll
understand the hiring, development, and promotion philosophies of
the firm, and they collaborate, when appropriate, on assessment, eval-
uation, and succession planning. They ensure that all of the efforts
undertaken by the company are consistent with and linked as directly
as possible to all other developmental activities.

True consultant-partners strive to become members of the
leadership-development team, working closely to supply creative
ideas, solutions, and support that will help the team meet its goals.
They’ll do more than simply bring an outside perspective to the table;
they’ll also share best practices from across the management and ex-
ecutive-development industry to ensure that their clients are leaders
in the field.

Effective partnerships with outsiders extend beyond the parties
involved. Indeed, a critical test of an outside consultant is the degree
to which the firm will work directly (and cooperatively) with other
client partners or providers. Here, they can be judged by both their
words and their deeds. Rather than look for ways to criticize other
providers, true consultant-partners welcome the opportunity to link
those activities with theirs in order to create a seamless development
strategy for the client.

Partnering is a natural outgrowth of the increasing emphasis on
custom development of executive education. Understanding a com-
pany and its executives enough to deliver a customized program pro-
motes increased efficiency and effectiveness for the organization,
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especially when spread across multiple programs. In fact, a tailor-
made program from an outside consultant can prove to be a com-
pany’s greatest leadership-development success.

To ensure that an organization’s senior management is on board
and aligned with the firm’s developmental initiatives, there are two
supporting interventions that are often helpful.

The Leadership Summit

A leadership summit is usually a one- or two-day working event to
which the president, top executives, and other participants are invited
by the CEO. This session is designed in a way that the senior leaders
will:

A Engage in an activity that applies directly to the development,
communication, and implementation of the firm’s strategy. The output
may lead to a major action-learning program (sometimes called The
President’s Leadership Challenge) and other leadership-development
programs.

A Flesh out the firm’s strategic imperatives as themes for high-
level action-learning challenges and other leadership-development
programs.

A Begin to develop messages that communicate the organiza-
tion’s strategy and leadership model. These messages form the core
of communications efforts with the talent pool, leading up to other
key leadership-development programs.

The goals of the leadership summit are four:

1. Articulate a strategy for leadership development throughout the
organization.

2. Draw a big-picture design of the leadership-development program
for the talent pool.

3. Craft the leadership messages that will communicate the firm’s
strategy—and its leaders’ perspectives—to the talent pool via the
high-potential and other leadership-development programs.
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4. Prepare senior executives for their role as sponsors of the chal-
lenges to be given in action-learning or leadership-development
programs.

Typically, the leadership summit is codesigned by an internal and
an external team, but it is facilitated by an outside resource in order
to avoid internal biases or straying beyond the agenda. It usually in-
cludes discussions and content sessions that focus on real work out-
put, including articulation of the firm’s leadership strategy. The
leaders’ main work during these sessions, however, consists of shap-
ing the major initiative (often a high-potential action-learning initia-
tive) and other leadership-development programs to ensure that they
stress the firm’s strategy and priorities. The leadership summit en-
sures that leaders own the leadership strategy and the key leadership-
development programs. It also ensures that these leaders fully under-
stand the purposes of the leadership strategy and the development
programs. The leadership summit, then, establishes the role that sen-
ior executives will lead and notes their responsibility for development
of the talent pool. It is intended that these executives both act on
their major responsibilities and modeling the behavior for others in
the firm.

The Communications Initiative

Through the communications initiative, group leaders articulate the
vision, values, themes, perspectives, and frameworks that characterize
the firm’s direction and preferred future. The insights, commitments,
and plans generated at the leadership summit are shared with all em-
ployees in the organization. Developing a plan to cascade that mes-
sage down through the company’s levels helps codify the plan. It also
gives notice that “this is the direction we’re taking.” For example,
Caterpillar rolled out its Vision 2020 program in late 2005 via sessions
that cascaded down the organization. Or the method may be as simple
as sending a detailed e-mail to all managers. Generally, a corporate
newsletter, magazine, video broadcast, or all three are employed to
get the message out.
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It is essential that the talent pool hear these leadership-development
messages clearly and consistently. They will then understand the case
being made for business change, will translate and implement those
changes at their levels, and will develop their own strategic actions in
support of the plan. The communications-initiative design, then, be-
gins at the leadership summit and continues through the crafting and
delivery of messages to the talent pool.

The communications initiative is a critical element for creating the
context for leadership development, and so it can (and should) in-
clude both internal and external communications.

A Internal communications should be coordinated, focused,
and consistent. Beyond that, the effort should be sufficiently innova-
tive to communicate the firm’s leadership-development story to multi-
ple constituencies.

A External communications should be aligned with strategy and
internal messages. For example, articles and teaching materials might
be circulated among leading business schools and corporate universi-
ties to call attention to the organization’s leadership-building initia-
tives. This will enhance the organization’s reputation as an employer
of choice—and as an innovative company overall.

Successful Strategic Leadership Development: Summary

Implementing a leadership-development strategy that is to succeed
requires that an organization address its own needs—and to do so, it
must first understand them. Best-in-class leadership development is
both intimate and organization-specific; as such, it requires internal
knowledge coupled with some external refining. To be successful, all
components of a talent-management system must be created with a
single, ultimate goal. Happily, when all the components of a human-
capital system are aligned, implementation becomes a natural out-
come of these coordinated efforts.

Chapter 6 explores how the best-practice partners measure and
evaluate the success of their leadership-development strategies. We
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also show how a successful leadership strategy impacts not only the
human side of the business equation but also the business strategy
and vision. But first, Chapter 5 looks at the special challenges and
opportunities associated with leadership-developmental activities
aimed at high potentials—and the potential these programs have to
provide leverage for strategy.
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CHAPTER

5

Leveraging Leadership Development
for High Potentials

We didn’t plan to write a chapter on the development of high-potential
employees. However, though we asked only a few questions about
the topic during our research, we found that our best-practice part-
ners placed significant emphasis on it. Consequently, we decided to
look more carefully at our data, as well as data generated by other
studies.! We found that the best firms place great emphasis on the
development of high-potential employees and spend a great deal of
money on this portion of the leadership-development challenge be-
cause they see the prospect of its having both immediate and long-
term impacts.

83
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A Focus on High Potentials

Key Finding 12. Corporate learning initiatives tend to focus on high
potentials. Every CEO intuitively knows that developing
the next generation of leaders makes good business
sense. Several research studies confirm the value of this
intuition.

A Organizations with strong leadership bench strength have ap-
proximately 10 percent higher total shareholder return than their
weaker peers.?

A Companies with above-average financial returns have more
comprehensive succession-planning processes and are more commit-
ted to developing future leaders.?

A Employees with strong leaders are more satisfied, engaged,
and loyal than employees with weak leaders.*

A Comprehensive programs to develop high potentials can pro-
vide strategic leverage for corporate initiatives.>

Companies that identify and develop high-potential employees
into executive leaders show solid shareholder returns. In 2005,
Hewitt Associates conducted survey research involving 374 large U.S.
companies and follow-up interviews with 75 of these firms to deter-
mine the top twenty firms for leaders. This research found that over a
third of the firms (37 percent) did not use a consistent, formal ap-
proach to identifying their high-potentials. Among the top twenty
firms, almost 80 percent had well-defined plans for identifying and
developing high potentials. Firms with the highest total shareholder
return (TSR) consistently had practices that connected pay and lead-
ership-development activities to the careers of their high potentials.
This suggests that to achieve consistent success, organizations must
enforce an effective identification and development process that fo-
cuses on the desired traits and abilities needed in senior leadership
positions.
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The demand for new leaders is rapidly outgrowing the supply. As
a result, most organizations are focused on identifying and cultivating
those employees with the greatest potential to grow into business
leaders. Yet surprisingly few organizations believe that they are doing
this as effectively as they would like. A 2005 Corporate Leadership
Council survey found that approximately three-quarters of companies
worldwide are not confident in their ability to effectively staff leader-
ship positions over the next five years. Moreover, a 2004 Conference
Board report shows that only one-third of companies believe they are
effective at identifying capable leaders early in their careers.

An Impending Leadership Crisis

There are several factors that suggest many organizations are heading
for a leadership crisis. The following demographic and cultural trends
are indicative of what is confronting senior line executives and human
resource professionals charged with leadership development:

A Departure of a Generation of Leaders. The potential wave of
retirements in the next ten years, led by the baby boomers, is of imme-
diate concern. Born between 1946 and 1964, many people will turn
sixty-five within the next five years. Over the next twenty-five years,
about 80 million employees will retire.

A From Boom to Bust. The generation that follows the baby
boomers has 20 to 25 percent fewer people, and so there may not be
enough leaders to fill all vacant executive positions. By the year 2020,
an overwhelming majority of today’s senior leaders will have retired.
At the same time, corporate growth plans suggest that firms will need
to hire leaders into as many new positions as they currently have—
while still replacing the leaders who have retired or left the company.

A Decline of Leader Loyalty and Organizational Commitment.
According to the National Guidance Research Forum, the present gen-
eration of professionals is expected to change jobs about fifteen times
during the course of their careers. Although job changes can be devel-
opmental for the individuals involved, they still result in a loss of tal-
ent for the organization.
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A ILoss of Knowledge and Social Capital. More retirements and
high turnover rates translate into a loss of the company-specific
knowledge acquired during these executives’ careers, as well as loss
of each departing executive’s social network.

A Increasing Technical and Global Complexity. Globalization
and the spread of technology have made it impossible to conceive of
leadership talent in nontechnical and nonglobal terms, necessitating
more time and developmental assignments to develop the desired
talent.

Developing high-potential employees into effective leaders is
more important than ever. Rapid economic growth, the likely loss of
leadership talent owing to retirement, and the increased complexity
of business operations owing to regulation, globalization, and other
factors make it imperative that organizations identify and nurture the
talent inherent in their ranks. Doing so can encourage retention, in-
crease productivity, and create a talent pool for the senior ranks. The
aforementioned trends are contributing to costly gaps in the flow of
qualified talent rising to lead corporations or lines of business. From
the retirement of experienced managers to the movement of service
jobs overseas, the pool from which companies can pull able and ready
high-potential leadership talent appears to be shrinking.

Although 75 percent of those companies polled said grooming
high-potential workers for leadership is a top priority for both the
CEO and human resources department, 97 percent also said that
there continue to be significant gaps in their leadership talent pool.
The majority of respondents said that such a shortage has a negative
impact on a company’s product innovation, ability to attract and re-
tain talent, financial performance, and customer relationships.

As organizations evolve, executive-development program priorit-
ies may change or be reshuffled. A Human Capital Institute poll found
the following major purposes for their high-potential programs: en-
sure bench strength/replacement for key jobs (79 percent), accelerate
development of high potentials (62 percent), communicate vision
and strategy to create alignment (61 percent), support organizational
change and transformations (56 percent), develop capabilities of indi-
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vidual leaders (53 percent), and address key business issues/chal-
lenges (48 percent).¢

High potentials are typically identified in their thirties or after five
to eight years of employment. Consequently, the CEO who will be
leading your firm in 2020 should already be on your radar screen as a
member of the high-potential cadre. If a firm is not consciously nur-
turing the development of those individuals who will lead the organi-
zation in the next generation or so, it may be due for a vision exam.

Create a High-Potential Talent Pool with 2020 Vision

Companies that invest in promising workers often complain of only
modest returns on their investments and moderate success at creat-
ing a high-potential talent pool. But by examining the leadership-
development process, from needs analysis to practices to outcome
assessment, we are able to identify what is or is not working and why.

Linking High-Potential Leadership Development to the
Business Strategy

The organization has to believe that developing high-potential em-
ployees—and communicating its importance clearly throughout the
organization—is a basis for business success. Both research and com-
mon sense support this belief, but the effective implementation of
this wisdom exceeds the level of knowledge. Perhaps a starting place
for successful implementation is to work to understand what is re-
quired of high-potential employees to meet the leadership challenges
of the next decade. These talented individuals’ abilities need to corre-
spond with the emerging leadership needs of the future to ensure
that the talent pool supports the company’s overall strategy.

Senior management and HR professionals typically create align-
ment through an implicit, if not explicit, needs analysis: Where is the
organization going and why? What work needs to get done to get
there? What are the current and future roles for senior executives in
this process? What competencies (knowledge, skills, and attitudes)
will the organization require of its future leaders? What leadership
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competencies does the organization currently have? What are the cur-
rent gaps in the leadership competency continuum? What will be the
future gaps? How do we attract, develop, and retain people to close
these gaps?

It is this last question that defines each organization’s leadership-
development challenge. Intentions to hire the “best and the bright-
est” or seek out and hire only the “best corporate athletes” may do
little to actually enhance the talent pool—even if an organization is
successful in realizing these intentions—if talent selection and devel-
opment do not fill the organization’s competency gaps. This would
be akin to hiring the best gymnast for a race.

Effective talent selection is not the sole success factor for busi-
nesses of the future. Caterpillar’s succession-planning process begins
with a definition of a future leader. This definition is based on the
identification of twelve leadership competences, each grouped as per-
taining to vision, execution, or legacy. In addition to using a compe-
tency model to govern the succession-planning process, Caterpillar
requires that candidates for senior positions demonstrate the follow-
ing characteristics: performance, diversity and inclusion, values in ac-
tion, employee engagement, cross-functional experience, Six Sigma
experience, global experience, and external experience (when appli-
cable).

Involving Senior Leadership in Leadership Development

There’s little doubt that effective leadership development is positively
correlated with business success. Yet, the 2006 Human Capital Insti-
tute poll found that only a slight majority (56 percent) of respondents
were satisfied with top management’s level of involvement in leader-
ship development.” More than a third of respondents reported that
management’s involvement was ‘‘not at all satisfactory.” If top man-
agement’s level of involvement is less than desired by those responsi-
ble for talent development, it is likely that the senior executives’
implicit needs analyses or intuitive judgments of competency gaps are
not integrated with the leadership-development process.

Companies that have the best leadership-development programs
follow strategies that include:®
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A A high-profile talent-management conference or leadership
summit that links strategy and talent development

A A curriculum of education or action learning for key transition
points

A Coaching of senior executives to allow them to practice lead-
ing as teachers

A Requests to the board to meet and assess rising stars
A A comprehensive plan for accelerating development

A Alignment and linkage of talent development and other HR
initiatives to business strategy

Although the aforementioned ideas are not new, they are not
widely practiced. Integrating these techniques with business strategy
makes a firm best-in-class achievement.

Identifying Potential Future Leaders—Entering the Talent Pool

Relative to their peers, highly effective leaders tend to advance more
rapidly and achieve better results. To identify these leaders formally,
managers must communicate, use effective methods of assessment,
and compare their results with known criteria associated with specific
leadership levels.

A disciplined succession-management program offers many guide-
lines that can assist organizations in the design and implementation
of a system for identifying high-potential employees. Consider the fol-
lowing succession-management practices as a starting point for high-
potential talent identification:®

A Set specific time objectives for accomplishing targeted devel-
opment actions.

A Allow flexibility to adapt to changing strategic needs.

A Share information with candidates involved in succession plan-
ning.
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A Include senior executives involved in identifying and develop-
ing candidates. Make their involvement and support visable through-
out the organization.

The ongoing tasks involved in identifying, tracking, and develop-
ing high potentials in an organization requires concerted thought,
extensive effort, and ongoing supervision of the talent. Clear commu-
nication regarding a high-potential program is best for all those in-
volved in talent identification. The majority of organizations studied
seem to keep talent identification somewhat secret from the board
and the high-potential talent itself.

There are conflicting opinions regarding the benefit of informing
employees of their high-potential status. Informing employees of
their high-potential status sends a powerful message that the com-
pany values their contributions and believes in them enough to in-
vest in their future. There is the risk that, if not told, the employees
will move on to organizations that do recognize and develop their
talents. High-potential employees generally know their potential and
how they are viewed, whether they are officially told or not. As one
HRD executive commented, “If they don’t figure out that they are
high potentials, maybe they aren’t.” In defining the criteria for high-
potential employees, an increasing number of leading firms link the
identification of talent to current job performance rather than rely
exclusively on an inventory of attributes and new skills believed to
be needed in future leadership positions. Some best-practice firms
use their competency models and 360-degree performance feedback
to identify talent. PepsiCo alternates between using multirater feed-
back one year and data from the firm’s climate survey the next as
part of the appraisal process.

In the identification of high potentials, a focus on current per-
formance should be coupled with clear criteria that evaluate and mea-
sure future potential. All of the best-practice firms in the 2005 and
2006 APQC studies used some version of a matrix to assess talent on
the basis of both performance and future leadership potential.'® This
hybrid approach should not only increase the quality of the talent
pool but also provide indicators of success as individuals advance in
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their careers. Moreover, by identifying talent on the basis of current
and desired skills, organizations develop greater confidence in their
high-potential employees and tend to measure success with greater
accuracy.

In addition to identifying current employees for their high poten-
tial to fill senior management positions five to ten years in advance,
many companies hire high-potential talent into the organization at
midmanagement levels, sometimes using executive search firms to
source and screen viable candidates. An alternative to using search
firms is to hire external talent already known to the organization’s
leaders from past relationships, such as the top talent at external ser-
vice providers (business consultants, lawyers, accountants, public re-
lations specialists) or co-workers at a previous employer.

The hiring of consultants into midlevel ranks has become suffi-
ciently common so that all of the major consultancies have alumni
programs that track the progress of their ex-employees and partners
as they rise in the corporate world and target them as contacts to sell
additional consulting services. Companies such as PwC, McKinsey,
and Booz Allen Hamilton actively promote their extensive and high-
profile alumni network to recruits and new hires. By placing employ-
ees into the middle echelon of the corporate hierarchy, companies
reduce the amount of time and developmental activities necessary for
them to excel.

Manage the Talent Pool

There are two general categories of high-potential employees: late-
stage midcareer hires, and early career hires. Late-stage high poten-
tials include experienced managers and professionals ready to make
their way into the executive ranks. This group of middle- to senior-
level staff can include new employees brought in to address perceived
internal deficiencies and longstanding employees who have success-
fully negotiated earlier developmental challenges. Late-stage high po-
tentials are likely to participate in a moderate amount of educational
programming, with extensive amounts of specialized mentoring, ex-
ecutive retreats, personal coaching, real-world action learning, and
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global job rotations. These late-stage high potentials are among the
top 5 to 10 percent of an organization. Significant costs are incurred
to prepare them for the next level of executive challenges.

Most leadership-development programs support the need for
leaders to obtain feedback from others on their skills (e.g., 360-degree
assessments, decisions, and outcomes resulting from those deci-
sions).!* Obtaining such assessments and feedback in a timely and
productive manner is becoming increasingly important to talent as-
sessment. More often than not, only limited stakeholder feedback is
solicited by leaders or their organizations. Unsolicited feedback is fre-
quently viewed as critical rather than developmental. Such feedback
can lead employees to be defensive and resistant to learning and pro-
fessional development. To preclude defensiveness and enhance em-
ployees’ openness to learning, senior leaders must be proactively
involved with their key stakeholders in the discussion of talent devel-
opment.*?

Different Types of Management

Early stage high potentials differ from late-stage ones. These new
managers and individual contributors are at an early stage in their
careers and are identified more by their potential and drive than by
past performance. Early stage high potentials are found in the middle
ranks of an organization. Their employers are generally not yet ready
to invest heavily in their formal training and development. Histori-
cally, organizations have focused primarily, if not entirely, on late-
stage high potentials. Today, however, more organizations are adopt-
ing aggressive programs for developing bench strength throughout
the organizational hierarchy.

Top-performing organizations especially recognize that the
sooner potential talent is identified and developed, the sooner the
organization reaps the rewards associated with more effective leader-
ship. Both human resources and business line managers should be
involved in the talent-identification process to ensure that assess-
ments reflect both empirical data on performance and the organiza-
tion’s ideological criteria and vision.
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Success should be linked to rewards. Firms that showed the high-
est shareholder return frequently link compensation to a leader’s
future potential. As shown in Figure 5.1, for the top companies sur-
veyed, the organization’s leadership competencies were tied to suc-
cession planning and reward systems. In the 2005 Hewitt study as
well as the 2006 APQC project, succession planning was universally
practiced by the best-practice firms and by a majority of the compari-
son companies. Linking competency development to base pay, annual
incentive pay, and long-term incentive pay was much more common
for the top companies than for the comparison firms.

What Needs to Take Place in the Talent Pool

Once its goals for high-potential programs are clear, an organization
needs to develop a sufficient number of early stage high potentials at
a fraction of the annual budget for sourcing and developing late-stage

Figure 5.1. Leadership-development models aligned with performance and
reward systems.

ONon-Top Management B Top Management

. . 100%
Succession Planning

Annual Incentive

Leader competencies

are integrated into: Base Pay

Long-Term Incentive

0% 20% 40% 60% 80% 100%

O Not Integrated M Metrics Integrated

100% -
Metrics from performance- ~ 80% ]
management process are 60% A
|n|tegrgted into succession 40%
planning 55%

20% 29%
0% T
Bottom Quartile Top Quartile

SOURCE: Michelle Salob and Shelli Greenslade, “How the Top 20 Companies Grow Great Leaders"
(Hewitt Associates, 2005).
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candidates for senior management. Results of research on techniques
used to develop early stage high potentials are shown in Figure 5.2.
Providing access to senior management for high potentials is al-
most universal among the best practice firms, as are ample internal
training opportunities and special development assignments. Mentor-
ing and coaching for high potentials is done by a majority of the top
companies, but by less than a quarter of the total. As illustrated in
Figure 5.3, the best firms for leaders are typically twice as likely to use
a variety of developmental techniques for ‘‘the best and brightest.”
What these firms do isn’t particularly unique. They just do more
of it and do it more consistently. Many different techniques are used
by progressive firms to develop high-potential talent. Figure 5.3
shows some of the most common themes found in our research,
along with some interesting, but less common, practices. Some of the

Figure 5.2. Technigues used to develop high potentials.

O Non-Top Companies B Top Companies

Increased Access to 95%
Senior Leaders 45%

90%
Internal Training
51%
Developmental 89%
Assignments 43%
Mentoring or 58%
coaching 24%

0% 20% 40% 60% 80% 100%

SOURCE: Michelle Salob and Shelli Greenslade, “How the Top 20 Companies Grow Great Leaders”
(Hewitt Associates, 2005).
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Figure 5.3. High-potential best-practices overview.

» Tracking begins in 30s (5-8 years
Common gbeq (5-8 years)

Themes:  Focus on top 5%—10% (90%)
* Required “ticket punches”

* Most use a combination of:
-Educational initiatives (“anointment” program)
-Special projects
-Mentor/coach (with multirater feedback)
-Stretch assignments
-Serious Individual Developmental Plans

Assessment centers (Saudi Aramco)

“At Risk”assessment (Pan Canadian)
“Re-recruiting” (TI)

Senior executive coaches (PepsiCo, CAT)

SOURCE: Based on Robert M. Fulmer, “Survey of Conference Board CLO Council,” internal document,
2005.

more cost- and resource-efficient practices for implementing a suc-
cessful early stage high-potential program include:

A Specialized Leadership-Development Tracks. As suggested pre-
viously, all of the firms identified as best-practice or top firms for
leaders have programs in place to identify and provide special devel-
opment opportunities for managers believed to have high potential.
Less successful firms are less likely to have a well-developed program
for high potentials and are also less likely to use the key techniques
to accelerate development.

A Developmental/Stretch Assignments. Perhaps the most impor-
tant tool for the development of high potentials is the rotation of
managers across disciplines, divisions, and geographies. Top HRD
professionals support the axiom that 70 percent of career develop-
ment takes place on the job. Practically all of the best firms con-
sciously espouse this axiom, broadening and stretching the most
promising of their midlevel managers. Less than half of the compari-
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son firms use rotational or developmental assignments as a regular
component of their leadership-development efforts.

A Specialized Learning Opportunities. All of the 2006 best-practice
firms report having specialized, highly customized, ‘‘by nomination
only”’ leadership-development programs for their high-potential em-
ployees. These programs typically involve a heavy commitment by
senior executives in the sponsorship and delivery of the program,
often supplemented by facilitation and coaching by outside special-
ists. Limiting admission to these programs helps control costs and
reserve coveted development opportunities for peak performers at
critical stages in their careers. High-potentials tend to seek out and
take advantage of opportunities for behavioral skill-building at a much
greater pace than their peers. Consequently, top-performing organi-
zations provide them with almost unlimited access to programs that
accelerate their growth.

A Leveraging Technology. Because it is virtually ubiquitous, tech-
nology is more democratic than other developmental tools and is
used in two ways by many firms. First, technology-enhanced learning
improves leadership behavior on the job. The combination of syn-
chronous and asynchronous tools and content, especially when
paired with reinforced group application, can improve employees’
performance at a fraction of the time and cost of classroom training.
Typically, these technology-based programs are available to all inter-
ested employees. Yet, high potentials are more likely to use and bene-
fit from them. Additionally, most firms use simple technology to allow
all managers, but especially high potentials, to maintain up-to-date
individual developmental plans (IDPs) that include relevant experi-
ences as well as developmental targets.

A Action Learning. Because it brings development initiatives out-
side of the classroom and asks employees to solve real-world business
problems, action learning is taking over as the learning organization’s
predominant, real-time, interactive simulation. In action learning,
groups of high potentials and mentors are put into a situation and
must solve a real, important challenge. Many organizations are migrat-
ing to this approach as a way to expand high potentials’ perspectives
on how their businesses operate. By offering a group of high poten-
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tials an educational program that provides a set of tools that might be
used by outside consultants, and by asking high potentials to confront
a corporate challenge of real significance, a firm can get an informed
recommendation, provide a unique developmental experience for the
participants, and embed the capacity for critical analysis and decision
making in the organization. While action learning is typically associ-
ated with a specific learning initiative and accompanied by classroom
time, high potentials may also be assigned to special projects or Six
Sigma teams to address important issues and be observed by top man-
agement.

A Coaching/Mentoring. A majority of leading firms use internal
mentoring programs to develop high-potential employees. Through
pairing with internal senior mentors, high potentials are introduced
to years of knowledge and experience. Leading firms use both inter-
nal and external coaches to address specific developmental needs
(often revealed by multirater feedback) or to help action-learning
groups as they grapple with complex challenges.

Some interesting, less common techniques we discovered in the
current and previous research include:

A Pan Canadian’s embrace of a concept of “‘at risk” assessment
for reviewing high potentials who might be vulnerable to approaches
from other employers because of a difficult boss, unpleasant assign-
ments, or limited promotion prospects.

A Texas Instruments’ use of a similar concept called ““re-recruiting,”
in which special attention or perks were provided to outstanding
managers who had not received a recent promotion.

A Saudi Aramco’s use of an assessment center to provide feed-
back to large numbers of managers. The facility is especially useful in
a culture in which providing constructive feedback is not a comfort-
able or common experience. At Saudi Aramco, the assessment process
was also used to help identify candidates for the President’s Leader-
ship Challenge, an action-learning program for high potentials.
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Case Studies of Talent-Development Systems

Despite having well-defined leadership attributes and leadership-
development programs, many organizations may fall short of meeting
their objectives. What follows are three corporate examples of inte-
grated high-potential talent-development programs that seem to meet
the objectives of their designers. These cases were collected as part of
the 2006 benchmarking project discussed throughout this book.

PepsiCo's Talent Development

Recognizing that a large percentage of its executives will be eligible
for retirement in the next several years, PepsiCo’s senior leaders and
HR team leverage a talent-development model to build bench
strength at the executive level. PepsiCo’s CEO program involves ap-
proximately forty high potentials each year. PepsiCo identifies individ-
uals as high potentials during its people-planning process. Key
questions for employees about this process include:

A How do I get on a slate? In addition to demonstrating func-
tional expertise, an employee must also show a breadth of capabilities
and experiences. Leadership skills take a high degree of importance
in people-planning assessments.

A Houw are selections made? Every leadership job is filled from a
list of well-qualified applicants. The majority of leadership jobs are
filled by promotion from within the organization (this holds true for
the CEO position as well). To be selected, an individual must be the
most qualified person on the slate.

A What happens at people-planning meetings? A typical agenda
includes discussion on organizational development, individual devel-
opment, and bench development. Organizational-development dis-
cussions focus on progress against PepsiCo’s key organizational-
development and change-related initiatives such as inclusion goals.
Organizational-health survey results provide important input into this
review process. Individual-development discussions focus on the
progress and development plans of individual executives. These dis-
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cussions may include data from performance appraisals, 360-degree
feedback, and other sources to enable conversation about how to
help individuals grow. Bench-development discussions focus on tal-
ent differentiation, the leadership pipeline for key jobs, and staffing
plans in the context of overall organizational plans.

In order to deliver on its model for sustainable advantage, Pep-
siCo needs a talent-management process that supports its two-
pronged approach to building leadership capability: (1) offering
broad-based tools that empower people to drive individual develop-
ment in an inclusive and flexible work environment, and (2) aggres-
sively building bench strength through experience planning for its
future leaders. PepsiCo recently clarified its high-potential develop-
ment process by updating its talent-development model to focus on
three key components: identify, develop, and move. Each of the three
elements of talent management focuses on certain tools and ap-
proaches. To develop readiness, the organization uses experiences,
on-the-job training, coaching/feedback/mentoring, and formal train-
ing. The third component, movement, focuses on individual develop-
mental needs that will allow employees to accumulate experience and
contribute to the talent pool for the organization’s senior-most roles.

A primary focus of PepsiCo’s talent-management model at the ex-
ecutive level is on cross-divisional talent movement. To create a com-
pelling vision for the future and to give teeth to leadership capability
at PepsiCo, the HR organization realized that it needed to shift per-
ceptions on the part of some senior leaders about how best to fill
jobs. Figure 5.4 summarizes the older practices and the shift to cur-
rent practices.

Caterpillar's Development Plan

As previously suggested, Caterpillar’s succession-planning group
works closely with the College of Leadership to provide high poten-
tials with the experiences and opportunities needed to succeed. De-
velopment, performance management, succession management, and
career planning are aligned with the Caterpillar Leadership Frame-
work, which provides the core of the firm’s leadership strategy.
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Figure 5.4. Comparison of past and present development practices.

Past Practice (From)

New Practice (To)

Filling open jobs as needed

Promoting people to avoid
turnover

Working with fair and predictable
timelines

Keeping the best in your own
backyard

Stretching the best talent via piling
on more work and fewer resources

Creating thoughtful developmental
opportunities to build bench
strength

Stretching the very best talent by
giving them the experiences they
need

Differentiating and accelerating
talent development where it makes
sense

Facilitating cross-divisional and
cross-functional moves to ensure
well-rounded future leaders

Ensuring appropriate support and
strong teams to achieve success for

the business and the individual

For high-potential middle managers and above, Caterpillar’s an-
nual talent-assessment process involves the employee’s manager and
the business-unit management team. The conversation focuses on the
individual’s recommended next moves and what career experiences
he or she needs. This is followed by an assessment of the person’s
long-range potential (ten years or more) and the employee’s potential
for future promotions.

Washington Group's Development Plan

Washington Group’s Leadership Excellence and Performance (LEAP)
project began in 2002 and graduates approximately twenty partici-
pants per year. It focuses on high potentials who show leadership
promise. The program provides individual feedback and action plans,
360-degree assessments, and exposure to a variety of experiences in
its six business segments. Each participant is also assigned a sponsor
from the executive team. Participants have the opportunity to meet
with board members as well as to shadow the CEO.
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Another program for Washington Group is its Leaders Forum. This
program targets senior-level high-potential managers and profession-
als who show leadership promise and the ability to move into more
responsible positions. The Leaders Forum is a cornerstone of the
leadership-development process. It is a fifty-six-hour course that was
first offered in February 2004. More than 475 participants have at-
tended one of the nineteen sessions to date. The course objectives
are to:

A Develop the leadership capability of the organization

A Institutionalize the organization’s mission and values as ‘“‘the
way we do business”’

A Understand the organization’s capabilities, markets, and com-
petitive discriminators

A Value people as a strategic resource

A Understand and fulfill the role of leader in developing people

High-Potential Employee Development: Summary

Organizations cannot develop tomorrow’s leaders with a fragmented
approach. A substantial body of research and best-practice experience
demonstrates the effectiveness of an integrated leadership initiative.
Employees with high leadership potential need to be systematically
identified and tracked by line managers as part of an overall strategic
succession-planning process. Senior leaders and managers should ar-
ticulate the major competencies required for leadership. In the best
firms, senior leaders right up to C-level support high-potential pro-
grams by taking significant ownership over their success. Planning,
implementation, monitoring, and review of leadership-development
initiatives require the attention and effort of all elements of organiza-
tional hierarchy. All are important, but none offers greater leverage
than developing the next generation of top leaders.

There are common attributes of potential leaders that cut across
industries and may serve to differentiate future leaders from employ-
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ees with less potential. Organizations are looking for talented people
who demonstrate global thinking, cross-cultural awareness, ability to
build alliances and partnerships, technological savvy, and belief in
leadership sharing or people partnerships. Leaders who display a high
level of energy, who show the ability to do what has to be done, and
who energize others are always in high demand. As this book has
shown, a company that truly understands the need for leadership
planning now will have the leaders it needs tomorrow to remain com-
petitive.

Most key corporate initiatives in this study focused on those indi-
viduals designated as high potentials within an organization. One rea-
son for this is that these individuals have shown themselves to be
open and receptive to these developmental programs. They are usu-
ally eager to take advantage of the opportunities given to them, recog-
nizing them as a sign by the organization that great things may be in
store for them. The knowledge and insights they gain are more likely
to have a multiplier effect throughout the organization. Programs
aimed at this constituency can provide a launching pad for major cor-
porate initiatives. The challenges of implementing a strategic leader-
ship effort will be explored in Chapter 6.



CHAPTER

6

Evaluating Success in Strategic

Leadership Development

If a tree falls in the forest and no one is there to hear it, does it make
a sound? Many of us have considered this question philosophically;
however, it really is a question of measurement. If we don’t see, hear,
or measure the results of an event, how can we be sure it really hap-
pened? How can we determine if a program successfully reached its
intended outcome? The question of measuring the success of substan-
tial investments in leadership development and other human capital
development activities produces a great deal of concern and anxiety
in corporations.

Corporations spend millions of dollars on training and develop-
ment programs every year, including leadership-development pro-
grams. In fact, the best-practice partners in our study indicated that
they spend a median of $8 million annually on leadership develop-
ment. Of course, these organizations view this as an investment in

103
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their people and ultimately in their business models rather than an
overhead cost. Still, given this high level of investment in leaders, is it
surprising that organizations often have to justify this kind of spend-
ing? In fact, the pressure being placed on organizations to justify
spending on employee development seems to be increasing. In a re-
cent survey, 85 percent of human resource department respondents
reported that assessment and evaluation will become more important
over the next three years. Similarly, 88 percent agreed that ‘“HR pro-
fessionals will have to get better at proving the worth of executive
education in the future.”! In today’s best-practice leadership-develop-
ment companies, the drive to measure when the metaphorical tree
falls, how and when it falls, and the impact of its fall has gained sig-
nificant momentum.

The State of Assessment

Although the need to justify investments in leadership development
is increasing, many companies are still quite unsophisticated in their
assessment methods. In a recent survey, only 32 percent of respon-
dents reported assessing their programs at level 5 according to Phil-
lips’s and Kirkpatrick’s schemas? (see Figure 6.1), and only 22 percent
had programs that were structured to be assessed according to return
on investment (ROI). Similarly, just under half of the companies sur-
veyed admitted assessing their learning results at level 4, which fo-
cuses on business impact and results.?

In another survey, Jim Bolt found that only 14 percent of respon-
dents reported evaluating at level 4 (business impact/results), and half
said they “‘seldom used” this level of measurement to gauge program
success. Although 77 percent admitted extensively measuring partici-
pant reaction and satisfaction (level 1), only 18 percent and 19 per-
cent, respectively, reported measuring learning of concepts (level 2)
and application of concepts (level 3).

As we can see, the number of companies that thoroughly measure
the impact of learning initiatives is surprisingly low despite substan-
tial pressure to justify these investments. There are many reasons for
this. First, as we’ve shown in this book, connecting an organization’s
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Figure 6.1. The great ambition of ROl measurement.

Evaluation of Learning Results

% Using Each  Portion of Programs % Using Each

Level, Overall at Each Level Level, Expert
Level 1 90% 90% 94%
(Reaction/Satisfaction)
Level 2 (Learning of 81% 55% 91%
Concepts)
Level 3 (Application/ 70% 34% 82%
Behavior)
Level 4 (Business 49% 26% 67%
Impact/Results)
Phillips Level 5 (ROI) 32% 22% 45%

SOURCE: “Sixth Annual Benchmarking Report,” Corporate University Xchange, 2004.

learning strategy to its overall business strategy has many benefits,
one of which is a natural ability to measure business results or the
impact of a learning initiative. Many companies still operate with a
learning strategy and methods that are disconnected from their over-
all business strategy, making rigorous assessment very difficult. Sec-
ond, gaining access to appropriate data can be challenging, and
creating a common language that defines value can also be difficult.
Finally, a barrier to measurement is often created by the mix of
the program participants themselves. To maximize the gains from net-
working and collaborating across business units, learning profession-
als often construct programs of individual participants, rather than
intact teams, selected from far-flung business units with differing roles
and responsibilities. When these participants return to their jobs after
attending an educational program, they can be quite isolated. Until a
critical mass of program participants is achieved, these individuals
cannot be expected to have a measurable business impact. In essence,
an immediate benefit of the program—the opportunity for network-
ing across businesses and job roles—creates a barrier for assessment.
Despite these barriers, some companies are quite innovative in
their assessment practices. For example, IBM measured the impact
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of one of its largest management-development initiatives by creating
business cases from participant interviews following the initiative. Not
only did these cases qualitatively describe results, but they quantita-
tively documented the business impact of the program. Consulting
firm Booz Allen Hamilton has pioneered the concept of value on in-
vestment, or VOI, as a measurement tool. Rather than using strict
return-on-investment measures, Booz Allen incorporates institu-
tional, participant, operational, financial, and strategic brand values
to give a more holistic view of a program’s impact. In essence, VOI
measures the risk of not educating employees and considers all facets
of business, including the operational, foundational, financial, and
strategic. This type of assessment is used only for company-wide ini-
tiatives, however, rather than individual programs, because it is so
difficult to remove one event from a learning curriculum and deter-
mine a meaningful impact. Booz Allen presents the results of these
assessments at the firm’s “‘People Day,” where employees engage in
facilitated discussions on their development and the firm’s invest-
ment in learning.*

Some of the commonly used measures of business impact include
improved product/service quality, customer service, and sales effi-
ciency; reduced operating costs; increased revenue and profits; and
improved sales efficiency. As a further example, Accenture, a leading
professional services firm, believes it is possible to measure the im-
pact of a company’s learning programs by focusing on just three tangi-
ble components: recruitment, productivity, and retention. It uses
these three exclusively to measure business impact.

Moving Forward

Measuring the impact that strategic leadership development has on
the organization helps the human resource department understand if
it is spending its dollars in the right way (i.e., on the right learning
activities) and at the right time (i.e., at the appropriate career transi-
tion). Among our study’s participants, the types of measures used and
the data collected varied from organization to organization. Some or-
ganizations calculated a return on investment (ROI) figure, while
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others were content with measuring participants’ satisfaction and re-
action levels. Which types of measures were used depended on the
culture of the organization and its top management.

Our study revealed a trend among the best-practice partners of
increasingly viewing ‘‘developing people’ as a measure of executive
success. This was a constant among these firms and seemed to differ-
entiate them from the study’s sponsors. Another trend that emerged
was viewing the ROI of learning in terms of corporate success, or
business impact, rather than individual performance. This chapter ex-
amines these trends more closely, as well as discusses how these orga-
nizations view leadership development as a process or journey rather
than as a one-time event.

Measuring Success

Key Finding 13. Developing people is a growing measure of executive
success.

The best-practice partners we studied believe that people develop-
ment is the best indicator of organizational success, especially into the
future. PepsiCo has moved to compensate its executives for people
development and now uses an equal allocation of incentive compen-
sation for people development and business results.

Caterpillar found that its managers performed better at the execu-
tion and vision portions of the company’s leadership framework than
at the legacy or the developmental set of behaviors. Consequently,
Caterpillar has focused on legacy in its learning programs. The Col-
lege of Leadership uses its Employee Opinion Survey Leadership
Index to assess how well its business leaders are displaying the leader-
ship behaviors being promoted by the company.

PwC created a developmental program for its primary reporting
partners (PRPs) to increase their people-development skills and mind-
set. The PRP is generally the person to whom a partner reports (i.e., a
leader of the partner’s product or industry group or an office leader
within the partner’s geography). This individual acts as both evaluator
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and coach to other partners and is a major component of the firm’s
people-development success. To increase chances for success in de-
veloping partners, the firm requires that every PRP attend the pro-
gram. It also provides each PRP with a personal coach to facilitate the
difficult conversations that the role involves.

Two of the three recent, essential changes Cisco made to its
leadership-development philosophy include changing the focus of
leaders from achieving technical and business results to achieving ex-
cellence in leading people and developing talent. These changes were
accomplished through the use of “‘experience, exposure, and educa-
tion” (taken from one of Cisco’s two leadership frameworks) and by
shifting from the sole use of learning events to a more holistic view of
development.

For those managers at Washington Group who are eligible for in-
centive compensation, 30 percent of that compensation is deter-
mined by how well they develop their people. To further reinforce
the importance of this activity, ‘“‘developing people” will become a
standard element in all managers’ Development Planners (as the per-
formance appraisal process is known) in 2007. Success will be mea-
sured accordingly.

The Measurement Process

The majority of best-practice partners (60 percent) have developed
and currently use some sort of formal system for measuring the out-
comes of their leadership-development strategies. Only 19 percent of
the sponsor organizations do the same.

When asked how frequently they measure the success of their
leadership-development strategies, best-practice organizations re-
sponded that they measure ‘‘when it makes sense to do so.”” Figure
6.2 indicates that the best-practice partners usually measure results
annually and upon the conclusion of programs.

As shown in Figure 6.3, best-practice partners indicated that,
when assessing the impact of their leadership-development pro-
grams, their primary concerns were behavioral change, impact on the
business or organization, and participant satisfaction. Assessment by
best-practice partners contrasts sharply with that of sponsor organiza-
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Figure 6.2. How often do you measure the results of your leadership-
development strategy?*

Other

Annually
40.0%

0.0%
0.0%

6.3%
Quarterly

0.0%

Semiannually

O Sponsors
M Partners N=5

0.0%
Monthly
0.0%

After conclusion of each 25.0%
program module 40.0%

0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0% 40.0% 45.0%

*Responses do not add up to 100% as respondents were asked to “check all that apply.”

Figure 6.3. Which of the following are used to measure results of your
leadership-development strategy?

% of turnover
# of promotions
Follow-up 360-degree surveys

Return on investment (ROI)

O Sponsors N=16
W Partners N=5

Organizational/business impact

80.0%

Behavior change 80.0%
Knowledge gain
Participant reaction and

satisfaction 80.0%

0.0% 20.0% 40.0% 60.0% 80.0% 100.0%
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tions, which have not yet determined the best way to evaluate the
success of their leadership-development programs.

Why are the aforementioned outcomes so important to the best-
practice partners? It is important to understand the kind of impact
that participation in these programs has on the individual and on the
organization in order to better understand the following:

A The program’s relevance (i.e., Is it meeting business needs? Is
it aligned with business strategy?).

A Whether the budget for leadership development is being spent
effectively.

A If the program is resulting in actual behavioral changes among
participants.

A Whether participants are satisfied that the program is meeting
their development needs.

Figure 6.4 notes some of the ways the study’s best-practice partners
calculated and collected these measures.

As we noted earlier, the types of measures used and how they are
calculated vary from organization to organization. For some, Kirkpat-
rick’s level I and level II measures suffice.> For others, a more thor-
ough analysis (e.g., Brinkerhoff’s Success Case Method) of the
program’s impact on the individual and his or her ability to be suc-
cessful (and therefore make the organization successful) is required.®
The decision as to what type of measure was used and what data were
collected was connected to the organization’s culture, as well as to
the desires of top management.

The Impact Attributed to Leadership Development

Impact is key in assessing the success of leadership-development pro-
grams. When asked what major improvements or changes had oc-
curred in their organization that could be attributed directly to their
leadership-development process (see Figure 6.5 on page 112), the
top five responses of the best-practice partners were:
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Figure 6.4. Types and method of measurement.

111

Measurement
Type of Measure Used Calculation Collection Method
Participant reaction Quantitative and Post-class
and satisfaction qualitative questionnaire
Averages Level 1 evaluations
Kirkpatrick Model Electronic survey
(level 1)

Behavior change

Organizational/
business impact

Self-determined scores
of 1-5

Qualitative

Kirkpatrick Model
(level 3)

Qualitative observation

Qualitative

Kirkpatrick Model
(level 4)

Scores of 1-5 on items,
including trust in and
connection to
leadership

E-mail questionnaire

Observation and
feedback; Success Case
Method; various
assessments on
mind-set shifts

Interviews about
behavioral change

Senior leaders’ input
about their people

Observation and
feedback; Success Case
Method

Interviews to identify
results achieved
Company-wide
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Figure 6.5. What major improvements or changes have occurred in your
organization that can be attributed directly to the leadership-development

process?
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5. New or different learning initiatives

Although responses from the study’s sponsors indicate an inward
focus on leadership-development programs (e.g., a revised list of
leadership competencies, new and different learning initiatives, and
revised goals and policies on leadership development), the best-prac-
tice partners’ top responses indicated that they looked both internally
and externally for the impact of learning initiatives. In addition to
observing internally focused results such as changes in behavior or
improved collaboration, partners also looked for externally oriented
results such as improvements in the reputation of the company. Many
of the best-practice partners believe their leadership-development pro-
grams provide the organization with a competitive advantage, en-
abling it to maintain or improve market share as well as attract top
talent.

Defining a Return on Learning

Key Finding 14. Return on learning is increasingly measured by
corporate success rather than individual performance.

All of the best-practice partners were familiar with Kirkpatrick’s and
Phillips’s models of evaluation. However, Caterpillar was perhaps the
most rigorous in attempting to measure the return on investment in
learning—which the company refers to as return on learning (ROL).
Figure 6.6 details the framework Caterpillar uses to assess the success
of its leadership-development efforts.

To help in the assessment of its programs, Caterpillar University
created a document called the ‘“Business of Learning.”” As part of the
creation of this document, each college developed a value proposi-
tion for each key learning initiative based on net benefits, ROL, and
other standards. The creation of the document was followed by a se-
ries of ROL studies. In these studies, Caterpillar identified the tangible
and intangible benefits, costs, and ROL of learning initiatives. These
benefits were then tied to improvements in productivity and quality
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Figure 6.6. Caterpillar's learning evaluation framework.
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or reductions in cost. According to Chris Arvin, dean of the College of
Leadership (and a former accountant), the real benefit of these stud-
ies lies not in the numbers but in the ability to understand what peo-
ple (e.g., program participants, executive sponsors) see as the true
value of learning. In addition, these studies helped the organization
do the following:

A Understand the costs and benefits of investments in learning
A Ensure that benefits are greater than costs

A Ensure that the ROL percentage compares favorably with other
investments

A Understand how to reduce costs and increase benefits

A Encourage process owners and leaders to focus on the impor-
tance of participation and application

A Manage program deployment for success (achieve the target
ROL)

A Use the benefit calculations to aggregate the impact of learning
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To further its assessment focus, Caterpillar studies estimated ROL
and forecasted ROL (when piloting a program) and also conducts a
post-ROL assessment. Even after these substantial efforts, Arvin main-
tains that the actual ROL number itself is less important than the act
of getting to the number. Arvin admits that the numbers are only ap-
proximations, and after the exercise of determining ROL is complete,
the College of Leadership tends to emphasize participant comments.
These comments are collected immediately after a program and then
again six months after the program. In this survey, participants are
asked to articulate what they are doing differently as a result of attend-
ing the program in question.

PepsiCo does not attempt to measure the value created by a
leadership-development program. However, the CEO attends each
program and serves as the program’s primary facilitator. She is also
intensely involved with program design and delivery. This level of
executive involvement opens unique avenues for PepsiCo to do pro-
gram assessment and follow-up. For example, at the end of each pro-
gram, the CEO asks each participant to send her an e-mail indicating
what he or she will be doing differently as a result of attending the
session. Then, six months after the program has concluded, partici-
pants are again asked to send another e-mail reporting how thor-
oughly they have fulfilled their commitment.

Cisco collects both quantitative and qualitative measures of pro-
gram success. Its Worldwide Leadership Development unit has a for-
mal system for measuring the outcomes of leadership-development
strategy. Examples of the metrics Cisco uses include price range for
a one-week course, customer satisfaction scores, percentage of class
graduates who have used information learned in their jobs and had a
positive impact, and percentage of learners who stay with the com-
pany. After the data are collected, Cisco celebrates cases in which par-
ticipant satisfaction is high and costs are low. However, the company
also realizes that program participants might be satisfied with a course
that yielded no positive business impact. Therefore, the Worldwide
Leadership Development team concentrates on metrics that illustrate
the application of participants’ learning to their jobs, as well as to
business results.
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For two years, Cisco’s Worldwide Leadership Development group
used Robert Brinkerhoff’s Success Case Method to measure the im-
pact of its various programs.” The method uses case examples and
stories from individuals to describe the best and worst in employee
training and development and can also be used to quickly estimate
return on investment.?

The method begins with the creation of an impact map (see Fig-
ure 6.7 for an example) that is designed to show what the organiza-
tion needs to improve through leadership training—for example,
customer satisfaction, growth, market share, and profitability. In
order to evaluate results, the Worldwide Leadership Development

Figure 6.7. Cisco impact map.
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team first attempts to understand what needs to be accomplished
for the program to achieve its desired impact. According to one team
member, it is important that the organization think strategically
about how the program will drive the behaviors that will then create
business impact.

For Cisco’s Emerging Leader program, the team assesses the
results of the program using a simple survey of five to eight behavior-
based questions that were developed in consultation with the Brink-
erhoff team. This survey is administered both before the program and
again six to nine months following the program. In this survey, 98
percent of the participants reported that the program helped them
‘“deliver measurable, concrete business impact.” For further valida-
tion, these results are corroborated with comments from interviews
with the participants’ managers, peers, and/or direct reports.

Of course, the ultimate test of any leadership development pro-
gram’s success is the degree to which the firm meets its strategic ob-
jectives. The chances of this happening are increased when leadership
development is aligned with corporate strategy. Though leadership
development will never be the sole cause of strategic success, it can
and should be seen as a contributing factor.

Integrating the Program

Key Finding 15. Successful programs are a process rather than an event.

In the past, corporate education programs have been a disconnected
series of events. Today, these programs are typically part of an inte-
grated career-development system that is tied to the organization’s
strategic objectives with specific, actionable goals. They are seldom
discrete one-week events and now often include team or individual
applications.

An example of this level of integration is the Cisco Leadership
Series, which operates in a three-phase structure and facilitates the
employee’s ability to put learning into action (see Figure 6.8). The
series follows an events-to-process model and allows participants to
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Figure 6.8. Cisco leadership series, three-phase structure.
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progress through each phase of the series. While the actual program
lasts only a week, participants are deeply involved in the learning
process for three to six months. The three phases of the series are as
follows:

Phase 1—Preparation. Participants go through prereadings, diag-
nosis of their current level, and reflection. Through self-directed
learning and conversations with their managers, learners be-
come clear on their objectives for the program.

Phase 2—Residential. Participants participate in workshops, net-
working events, and activities, building upon their develop-
ment in phase 1.

Phase 3—Application. Participants return to their jobs to apply
their knowledge.

The first two phases lead to application. All phases are designed
to focus on behavior change and business impact. The design team
understands the behaviors it expects to change or improve when it
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designs the programs and tracks the impact of the programs accord-
ingly.

PricewaterhouseCoopers designs its leadership programs with ca-
reer progression in mind. Each program addresses a specific point in
an employee’s career journey or ladder. The foundation of each of
these programs is the firm’s values and strategy, leadership competen-
cies, and strategic links (i.e., coaching initiative, pulse survey, and
being a “‘great place to work”). This series of programs is called ‘“The
Backbone.” Its focus on values and strategy provides continuity
among programs, creating a process rather than a series of indepen-
dent events.

Caterpillar’s core leadership programs use key transition points
in its leaders’ careers. The programs occur as individuals move from
supervisor (i.e., frontline leader) to manager (leader of leaders) to
department head, and finally to executive. A person’s movement
through these programs and transitions is part of his or her develop-
mental journey at Caterpillar. The core leadership programs also
build on one another in a building-block fashion (see Figure 6.9).
Underlying all of its programs is Caterpillar’s foundational Making
Great Leaders (MGL) program.

By envisioning and developing their programs as a part of a proc-
ess rather than as a series of disconnected events, and by focusing
on transition points in employees’ careers, the best-practice partners
leverage the key moments discussed in Chapter 1. Capitalizing on
these moments of peak receptivity with employees increases the like-
lihood that desired effects such as behavior change and business im-
pact will be achieved.

Assessing Success in Leadership Development: Summary

As the pressure to justify investment in learning and leadership devel-
opment mounts, companies are looking for effective and innovative
measurement methods, as well as practices that will increase the re-
turn on these investments. To improve return on investment, this
study’s best-practice partners emphasize the process of learning in
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Figure 6.9. Building blocks of a core leadership program.
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multiple ways. First, they spend time with participants beyond the on-
site portion of the learning program. Typically, participants are as-
signed prework before arriving at the program site. They may be
asked to complete an online preparatory module to ensure they un-
derstand some portion of the actual program. Then, following the
program, they are likely to be asked to focus on a particular challenge,
meet with a coach, or report on their progress in fulfilling commit-
ments made during the program. Supplemented by pre- and post-
course work, programs become a process rather than a one-time
event.

Second, leading companies in leadership development design ed-
ucational programs around key transitions in a manager’s career, fur-
ther emphasizing the process nature of learning. These teachable
moments tend to occur when an individual is asked to change his or
her identity or mind-set in a new role: when an individual contributor
first becomes a supervisor, when he or she becomes a manager of
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managers, or when the individual becomes a general manager with
broader, bottom-line responsibility for an entire operation.

Finally, a growing trend among the best-practice partners is to
view people development as a substantial measure of executive suc-
cess rather than a nice by-product of other activities. Accordingly, peo-
ple development has become a key component of performance
scorecards and can represent a significant portion of an executive’s
compensation package. Though this trend seems to emphasize the
individual’s role in people development, a related trend is to deter-
mine return on learning overall by corporate success, rather than just
by individual performance. Thus business impact and business results
are what really matters when it comes to leadership development.

To ensure leadership development has significant business impact,
this study’s best-practice partners design their leadership-development
strategies within the framework of the company’s strategic needs and
business context. Keeping these elements in mind during the design
process helps ensure that the programs will (1) meet the business
and development needs of program participants, and (2) achieve the
desired business and strategic outcomes.

By following the aforementioned methods and focusing on assess-
ment and business impact, the best-practice firms in this study have
achieved strategic leadership-development initiatives that have deliv-
ered and will continue to deliver concrete, meaningful results to their
respective organizations.
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CHAPTER

7

What's Next? The Future of Strategic

Human-Capital Management

We know that great leaders deliver great results. Most important, com-
panies that develop great leaders maintain a competitive advantage
over those that do not. A company that can see into the future and
develop leaders to meet its strategic needs will have a seemingly in-
surmountable advantage over its competitors that cannot. By docu-
menting the leadership-development practices of some of the world’s
leading firms, we hope to have illuminated the connection between
establishment of a clear leadership strategy and business success.
What did we see as we studied these best-practice partners? We
saw organizations that embrace learning as essential to their business
strategies and as a means of maintaining competitive advantage. We
met leaders who understand the value of investing their time in teach-
ing and learning, and who serve as an example in both. These same
leaders are essential in establishing the value their organizations place
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on learning and have led the way in making leadership development
and learning key elements of their business strategies. During our
research, we were also introduced to leadership-development strate-
gies and architectures that were wedded to overall business strategy.
We met human resource leaders who understand the business as well
as the theories and practices necessary to develop strong leaders. Fi-
nally, we saw innovations in the measurement of learning and devel-
opment and an increased focus on people development as a measure
of success and a determinant of reward.

The four main themes of this book and the fifteen key findings
we have introduced here are summarized in Figure 7.1. But they do
not represent amazing new technologies or concepts in leadership
development; rather, they embody the fundamental elements of cre-
ating strategies, programs, and processes that will produce great
leaders. Our best-practice partners were vigilant in implementing
the techniques that lead to success. They are testament to our dis-
covery that the best leadership-development companies emphasize
and successfully execute the basics.

One could say that the best-practice partners in our study prac-
ticed the ABCs of effective strategic capital development by aligning
learning and leadership development with corporate strategy, by
maintaining a business focus in their development activities, and by
collaborating and creating partnerships and connections with lines
of business and processes such as corporate planning and strategy
development. Alignment, business focus, and collaboration applied
continually will create leaders who deliver great results. In essence,
these practices offer the “‘inevitable surprises’ that come from practic-
ing the basics unfailingly.

The Future

It is important to look ahead to the future of strategic human-capital
development. As a popular proverb suggests, “It is difficult to make
predictions—especially about the future.” Although it is impossible
to predict the future conclusively, it is safe to assume that organiza-
tions that focus on leadership development will be more successful
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Figure 7.1. Study's four themes and fifteen key findings.

1. Developing Leadership Strategy

B Organizations experience major change events leading to profound
teachable moments.

B Winning organizations build a strong linkage between business
strategy and leadership-development strategy.

B Executives use leadership development as a powerful tool to
formulate, translate, and communicate strategy.

B Lean competency models and values are the foundation of strategic
leadership development.

2. Building an Integrated Architecture for Strategic Leadership Development

B Strategic leadership development involves a conscious partnership
between senior executives and multiple human resource systems.

B Strategic HRD is a key part of the corporate planning cycle.

B HRD can win the support of top management by involving it in
strategic learning initiatives and by understanding the business.

B Leaders who teach are more effective than those who tell.

3. Implementing Successful Strategic Leadership Development

B HRD owns the process and maintains strategic control.

B Lean human resource departments leverage their talents by
partnering with outside experts.

B [ntegration of leadership development with other talent-management
systems creates valuable synergies.

B Corporate learning initiatives tend to focus on bigh potentials.

4. Evaluating Success

B Developing people is a growing measure of executive success.

B Return on learning is increasingly measured by corporate success
rather than individual performance.

B Successful programs are a process rather than an event.

than those that do not. We will continue to see companies that oper-
ate with lean competency models and activate these competencies
in the daily work of individuals through real-time feedback, effective
coaching, and evaluations that fuel development. These competen-
cies will be visible and actionable for leaders and managers who are
working as teachers and coaches with their employees and col-
leagues. But in the future, we will also see teams with built-in routines
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and processes that enable learning in the course of work rather than
as a sideline, detached from the normal workday.

What do the aforementioned actions and philosophies suggest?
We think they herald a return to the learning organization or, better
yet, the teaching organization. In this type of organization, teaching
and learning are valued and expected. In a teaching organization,
leaders are actively involved in and lead the instruction through ac-
tion and example rather than edict.

A learning culture can be described in a variety of ways, but generally
coexists with a high-performance culture and accelerated develop-
ment of human capital to maximize performance and drive sustain-
ability. Establishing a learning culture will be the key to sustaining
leadership development in the successful companies of the future.
The learning culture—or teaching organization—will exhibit four key
characteristics:

1. It will see learning as a cultural value and process rather
than a series of isolated events. Learning organizations use both for-
mal and informal instruction to develop and maintain a legacy of
teaching and learning in the organization. They see knowledge acqui-
sition and development as central to maintaining a competitive advan-
tage and successfully executing their business strategy. They employ
a wide range of educational methods, all driven by a clear focus on
intended business outcomes.

2. It will acknowledge the importance of sharing knowledge
gleaned during the course of work. Individuals in true learning cul-
tures share several things in common. They see mistakes as opportu-
nities to learn and to initiate systemic change. They avoid falling prey
to stability traps and sacred cows by constantly challenging the status
quo and questioning established norms. They proactively share infor-
mation through informal personal exchanges, as well as through for-
mal knowledge-sharing tools. These behaviors actually propel the
continued development of new knowledge that can be embedded in
products, services, and the organization’s business model.

3. It will align learning initiatives with business goals. This
phrase is a mantra we have chanted throughout the book. We see it
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as gaining even greater importance in the future. Successful organiza-
tions actively create processes and structures that connect learning to
business strategy and enhance specific capabilities. Organizations that
align processes with strategies have high expectations and high stan-
dards for learning, capability development, and performance. As our
best-practice partners show, lean competency models help employees
understand, remember, and incorporate new information in their
daily work. In a learning culture, competencies become embedded in
the language of the organization, are observable and measurable, and
are the benchmarks for judging performance.

4. It will have a mature approach to leadership development
that includes leaders who lead, teach, and respond to change with
agility. As illustrated by our best-practice partners, leaders in learning
cultures are actively involved as teachers, mentors, and coaches. In
addition, they help sponsor action-learning events and spend sub-
stantial time learning how to teach.

A focus on the above principles will facilitate the creation of learn-
ing cultures in the leading organizations of the future. Not only will
people learn faster in these organizations, but leaders will develop
more quickly. Organizations that do achieve a learning culture will
focus on embedding learning and leadership development in the
workplace, will institute team routines that apply learning and in-
crease knowledge sharing and accountability at a local level, will oper-
ationalize competencies and make competency models a living tool
rather than a list in a development handbook, will emphasize leaders
as teachers and as role models, and will increase the return on their
learning investment by making learning ubiquitous rather than some-
thing occasionally offered in a classroom at a remote conference facil-
ity far from the workplace. These learning-culture companies will not
only have great leaders for the future but will have an advantage in
the marketplace as well. In short, they will become the best-practice
partners of the future.



This page intentionally left blank



PART II

Detailed Case Studies of

Best-Practice Companies
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Caterpillar University
College of Leadership

Site Visit Hosts:
A Chris Arvin, Dean, College of Leadership

A Deb Conklin, Succession Planning Manager

A Kim Converse, Senior Learning Consultant

A Pat Murphy, Manager, Succession Management

A Deb Nelson, Senior Learning Consultant

A Chris Schena, Vice President, Motion and Power Control Divi-
sion

A Mary Seely, Human Resource Manager, North American Com-
mercial Division

Organization Overview

Established in 1925 by Daniel Best and Benjamin Holt, Caterpillar is
a global Fortune 100 organization with more than half of its sales
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outside of the United States. Caterpillar is the world’s largest manu-
facturer of construction and mining equipment, diesel and natural
gas engines, and industrial gas turbines. It is also a global technology
leader in construction, mining, forestry, energy, logistics, and electric
power generation. In 2004, the organization achieved a milestone of
more than $30 billion in sales. In 20006, it had sales and revenues of
$41.5 billion, up 38 percent from two years earlier.

Caterpillar produces more than 300 products that are sold in
nearly 200 countries around the world. They are manufactured in
almost 100 U.S. locations and 78 additional locations worldwide.
These include track-type tractors, backhoe loaders, engines, paving
products, wheel loaders, motor graders, excavators, off-highway
trucks, and compact construction equipment.

Caterpillar currently employs more than 94,000 people world-
wide; approximately 8,000 of those individuals are leaders (i.e., those
who supervise others). By the year 2020, the organization will have
hired 80,000 new employees due to growth and attrition. It is experi-
encing some rapidly changing demographics, with most of its em-
ployee growth in the next several years expected to occur outside the
United States.

This summary focuses on Caterpillar University’s College of Lead-
ership (COL), which serves the entire Caterpillar enterprise. Caterpillar’s
senior management places a high priority on leadership develop-
ment, and it is an area of increasing importance to the organization.
Caterpillar University was established in January 2001 with an articu-
lated enterprise-learning vision ‘“‘to be recognized as one of the best
continual learning organizations in the world.” In addition to its rec-
ognition by APQC, Caterpillar University was ranked number 1 in
2005 by the American Society for Training and Development and it
received similar recognition from Corporate University Xchange in
2006. Although our research was focused on the COL, led by Dean
Chris Arvin, there are also Colleges of Marketing and Distribution;
Caterpillar Production System; Technology; Six Sigma; and General
Studies. Caterpillar University delivers its learning with an emphasis
on enterprise-wide learning programs for classroom delivery along
with collaborative efforts with the business units that focus on
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e-learning, knowledge sharing, leadership development, change man-
agement, and business acumen. Caterpillar University works in part-
nership with lead learning managers from each business unit for
alignment and execution of enterprise learning goals. The lead learn-
ing manager is responsible for managing learning within the various
business units. Lead learning managers and subject-matter experts
also serve as advisers on key initiatives as part of global teams. The
governance of Caterpillar University is headed by a board of gover-
nors that includes the CEO and senior executives who determine pol-
icy and approve learning budgets and priorities. Each college has an
advisory board that includes senior leaders from the user groups.
Members of each advisory board represent various business units as
well as reflect geographic and subject-matter mix.

Developing Leadership Strategy

Over the past four years, the COL created the organization’s leadership-
development strategy. Several new leadership initiatives have been
successfully deployed in that time. Each initiative:

A Is firmly linked to business goals
A Actively engages senior leaders in the design and teaching
A s fully integrated with all other relevant people processes

A Is evaluated for application to the workplace and impact on
the business

In addition to the strong links between leadership development
and business goals, the leadership-development strategy has connec-
tions to the organization’s culture and values. Caterpillar’s enterprise
strategy (Figure A.1) identifies people as a strategic goal and contains
a “people” critical success factor (CSF) with metrics in leadership,
learning, and diversity. The metrics are sourced from the annual em-
ployee opinion survey (EOS), which is administered to all employees
for feedback. The vice presidents of Caterpillar’s thirty business units
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Figure A.l. Caterpillar's enterprise strategy.
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are responsible for achieving an EOS index of 80 percent for leader-
ship and 90 percent for engagement by 2010.

The alignment of enterprise with leadership strategy is inter-
woven in terms of both process and content. Caterpillar University
attempts to ensure that learning is linked to business goals and critical
success factors. Its focus is on the highest-priority learning areas
where it can have the greatest impact. Caterpillar spends more than
$100 million on learning but wants to be sure this is the ‘“‘right learn-
ing.” The Vision 2020 Enterprise Strategy was introduced in late
2005. Its creation was a product of a strategic-planning committee
involving senior executives as well as high-potential leaders. Input
was also provided from the integrative exercise in the firm’s high-
potential program, Leadership Quest. The rollout of this strategy
demonstrated the firm’s commitment to leaders as teachers, with
7,000 managers presenting the new strategy to 80,000 employees
within a three-month period.

Each year the COL reaches out to the board of governors and lead
learning managers in all thirty business units to assess learning needs
for the following year. The college partners with these leaders to de-
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sign, develop, and deploy high-impact leadership development glob-
ally.

Figure A.2 is an important summary of the COL’s strategy. It be-
gins with a statement of central purpose: ‘“‘Long-term success by part-
nering to develop great leaders.” The key steps required to embed
the leadership strategy in the organization are then spelled out. Note
that these steps include specific ties to the business, the promotion of
individualized learning, and the emphasis on leaders who ‘‘teach,
coach, and learn.” The key metrics and priorities for the coming year
are also identified to make the strategy more concrete and actionable.

At Caterpillar, responsibility for the leadership-development strat-
egy is shared between Caterpillar University and each of the thirty
business units. For example, Caterpillar University has responsibility
for conducting needs analysis, developing leadership programs, and
maintaining the leadership framework, whereas the lead learning
manager of the business unit is responsible for developing a division

Figure A.2. College of Leadership Strategy.
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learning plan (a proactive forecast of the learning and development
programs needed for the next year).

Building and Implementing an Integrated Leadership Roadmap

Caterpillar’s Leadership Framework is linked to the organization’s
core human resources processes, such as selection, development,
performance management, succession management, and career
management. For example, The Caterpillar Leadership Competen-
cies are currently being integrated into the targeted selection and
performance-management processes. Additionally, Caterpillar’s new
global succession-management process includes discussion on these
competencies as well as a three-year EOS leadership index trend. This
integration is illustrated in Figure A.3.

Caterpillar's Leadership Framework

Successful implementation of learning initiatives and their contribu-
tion to the overall objective of developing leaders is coordinated
within every aspect of the human resource system. Specifically, learn-

Figure A.3. The Caterpillar leadership framework.
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ing initiatives take into account and are built around developmental
needs associated with Caterpillar’s leadership competencies. Working
with an outside partner, Caterpillar collected information from lead-
ers in the organization regarding the anticipated requirements for fu-
ture success. Expert panels and strategic interviews were connected
along with a benchmarking review of executive competences used by
other organizations. After analyzing the collected data, a set of compe-
tencies reflecting the Caterpillar organization was developed. These
are shown in Figure A.4. On the left side of this chart, competencies
associated with managers and supervisors are outlined, while the
right side features executive leadership. Although many leaders might
have trouble reciting all of the competencies, almost every manager
in the organization would know the importance of having vision, the
means for execution, and leaving a legacy.

The Journey Through Key Career Transitions

The Caterpillar Leadership Framework is a key component of a core
program that CAT has developed with the Hay Group, called Making

Figure A.4. Defining leadership competencies at Caterpillar.
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Great Leaders (MGL). Attending this introduction to Caterpillar’s
leadership framework is an expectation of every leader within the firm
and is highly recommended to all frontline supervisors. In 2005, CEO
Jim Owens and his team participated in the Making Great Leaders
event—an introduction to the Caterpillar Leadership Framework with
360-degree assessments to help leaders become more effective. This
program was designed to center the entire organization around the
specific leadership competencies and styles that anchor educational
programs and tie in to performance management.

The College of Leadership believes that leaders must develop new
skills and abilities as they move through a successful career. Impor-
tant ‘‘teachable moments’’ occur when a person is given a new assign-
ment that calls for a new identity or sense of perspective. The first
major opportunity for this typically occurs when a person becomes a
supervisor for the first time. The COL has developed its supervisory
curriculum, Succeeding in Supervision, in collaboration with DDI.
The next key transition occurs when the leader must achieve results
through managing others who have supervisory responsibility. Cater-
pillar is currently in the process of designing a program for manager
development.

As individuals move on to the director or department-head level,
they have the opportunity to participate in the Making Great Leaders
program, and selected high-potential individuals are invited to partici-
pate in Leadership Quest. This program was designed in partnership
with Duke Corporate Education and is offered twice each year to indi-
viduals nominated by succession planning to work with fifteen to
twenty officers during the week-long program. The top 120 leaders in
the company are also invited to an annual session called the Strategic
Review Conference (SRC), in which progress in achieving strategic
objectives is reviewed and challenges for the immediate future are
identified. Individuals who have reached the executive level may also
be invited to participate in one of the top university-based executive
programs. The major educational programs to help a leader move
through the stages of a successful career are shown in Figure A.5.

At Caterpillar, the CEO, divisional executives, HR staff, learning
and development teams, the College of Leadership, and its advisory
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Figure A.5. Core leadership programs.
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board are all involved in the design or implementation of the organi-
zation’s leadership-development programs. According to college rep-
resentatives, Caterpillar’s top executives demonstrate sponsorship
and support for leadership development. For example, CEO Jim
Owens owns the “PEOPLE” critical success factor (CSF) and sits on
the Caterpillar University board of governors. Owens and many on his
team teach at the biannual Leadership Quest program—a week-long
learning experience to help prepare high-potential leaders for future
executive positions.

Caterpillar’s leadership programs focus on such topics as building
self-awareness, change management, diversity, ethics, financial man-
agement, globalization, innovation, integrity, interpersonal behavior
skills, leadership styles, motivation/empowerment, performance man-
agement, quality, specific strategic initiatives, strategic planning, suc-
cession planning, systems thinking, values, and vision.

The college leverages a variety of approaches and tools in its
leadership programs, including leaders as teachers, action learning,
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instructor-led classroom learning, case-based discussion, leadership
and/or facilitation of one or more communities of practice, electronic
performance-support systems, experiential learning, interactive TV,
intranet, job assignments/rotations, mentoring/coaching, multimedia
CBT, special assignments, and teleconferencing.

The College of Leadership spends approximately $5 million per
year on leadership-development activities (excluding Six Sigma),
and it has six full-time and three part-time employees dedicated to
leadership-development activities.

While the COL emphasizes enterprise-wide initiatives to create
consistency and alignment, it also promotes the concept of individual-
ized learning. The best development must be centered on the learner;
consequently, learners are encouraged to take an active role in their
own development. Caterpillar emphasizes the value of lifelong learn-
ing and supports individualized needs by offering on-demand re-
sources, coaching, e-learning, and other alternatives.

Succession Planning

The succession-planning group works closely with the COL in sup-
port of leadership development. Both groups believe that what they
do must link closely to enterprise strategy. One of the big challenges
currently facing Caterpillar is that it is experiencing rapidly changing
demographics. As is true for many global organizations, Caterpillar’s
greatest growth is coming from the Asia-Pacific region, South America,
and Eastern Europe. With the retirement of baby boomers already
beginning and with growth outside the United States, the leadership
team will be much more diverse than it is today.

Caterpillar’s global succession-planning process is a robust,
technology-enabled process for identifying and developing talent. It
engages the entire Caterpillar leadership team to manage and opti-
mize talent requirements over time. And it provides future leaders
and technical experts with the experiences necessary to lead Caterpil-
lar into the future. Some of the most significant aspects of the organi-
zation’s succession-planning process are:
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A It is comprehensive and includes all 36,000-plus of Caterpil-
lar’s professional employees.

A Tt is multidimensional, with inputs from individual, line man-
agement, functional, and administrative leadership.

A Tt is one common, global process supported by one system,
organization-wide.

A It is enabled by the culture and the “‘yellow blood” culture
(employee commitment and allegiance to Caterpillar).

Many current employees have been with the organization more
than thirty years. Caterpillar’s attrition rate is approximately 3 per-
cent, much lower than the national average.

The integration of leadership-development activities is illustrated
in Figure A.6. Although job experience is believed to account for 70
percent of total development, this component is considered in con-
cert with mentoring and coaching as well as the 10 percent that comes
from education and training.

Figure A.6. Integrated leadership development.
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Caterpillar places great emphasis on global experiences, Six Sigma
experiences, and cross-functional/cross-business assignments. Almost
every person considered for officer roles will have ‘“‘touched these
bases.”

Succession planning is a corporate function, with only four full-
time employees supporting the process. They are the global process
owners who work through each of the business units from a pro-
fessional succession-planning standpoint to look at each one of the
management employees in their organization. Functional groups
(e.g., marketing, accounting, and engineering) also have succession-
planning responsibilities. These succession-planning groups are re-
sponsible for the health of the functional pipeline and look across the
organization to move people among business units when this would
serve an important developmental purpose. This prevents key talent
from becoming too siloed and ensures that talent is shared across the
businesses. These are not strictly rotational job assignments. Some-
times people are transferred to gain experience and then come back
to their “homes.” In other instances, they remain in the new func-
tional areas. The decision is based on the employees’ interests and
the enterprise’s needs. Everyone is viewed as corporate talent.

Caterpillar’s annual talent-identification and assessment process
takes place during a four-month cycle. It focuses on the business
units’ leadership communicating with their leaders and employees.
The employees go online and update their datasheets (internal re-
sumes). Once an employee updates his or her datasheet, a supervi-
sor will update the career-planning tab of the resume. The career-
planning tab contains information about the employee’s recom-
mended next moves and what career experiences he or she needs.
Any time it is updated, the supervisor will discuss it with the em-
ployee. Once the supervisor has had that conversation, he or she will
assess the employee’s longer-term potential. (‘‘Longer-term” refers to
ten years or more and the potential indicators for future promotions
the employee demonstrates.) Then they hold a consensus process.
For higher grades, this involves the employee’s supervisor/manager,
the business-unit management team, the officer team, and the execu-
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tive office. For midlevel and lower grades, the consensus process in-
volves the employee’s manager, the business-unit leadership team,
and the functional succession-planning groups. This group validates
the employee’s longer-term potential and his or her career-develop-
ment plan. This process is outlined in Figure A.7.

During the detailed (career planning) discussions, supervisors and
managers are encouraged to speak openly about the employee’s longer-
term potential without revealing the actual indicator to the employee.
They do give high potentials certain indicators that should tell them
they are on that track, such as having them participate in the Leadership
Quest program or offering them additional incentive compensation.

Caterpillar’s succession-planning group built its online career-
planning tool with the help of third-party vendor Authoria. Employees
fill out work history on a previous-experience tab and revise their
credentials at least annually. This information is regularly reviewed,
as Caterpillar strives to give employees the best developmental expe-
riences.

Caterpillar proactively moves employees using the succession-
planning move matrix. They review those employees who are ready
to move, looking at their recommended next positions and career

Figure A.7. Dynamic talent identification and assessment process.
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experiences, then run that against open positions to see if they find a
match. Each one of the functional succession-planning groups has
access to the talent-management system and uses it to generate candi-
date lists for openings as they occur.

A final aspect of the succession-management process is ongoing
candidate selection. Although hiring managers are not told whom
they should select, they are expected to seek input from HR represen-
tatives in the business unit and succession management. For lower-
level management, the hiring manager posts a job and contacts local
HR and functional succession-planning groups for candidate lists.
Someone from HR will run a search from the succession-planning
database and give the hiring manager a list of candidates who may not
have seen the posting but are potentially qualified candidates. For
midlevel manager positions, the appropriate functional succession-
planning group provides the hiring manager with a list of candidates.
The hiring manager then determines his or her short list and then
presents it to the succession-planning group for its approval/support.
For higher salary grades, the executive office makes the final hiring
decision with input from the respective VP and global succession-
management office. At this level, the vice president of the business
unit requests a list of qualified candidates from global succession
management, identifies a short list of three candidates, and then cre-
ates a write-up about the strategic and tactical leadership challenges
the position will be expected to face over the next three to five years.
This write-up goes in a binder to the executive office. The succession-
planning group meets monthly with the group presidents and the
CEO to review candidates and make decisions about open positions
at senior levels. A key point is that one global process coordinates the
development of approximately 400 key leaders.

Succession planning believes that most of Caterpillar’s low- and
mid-level management employees have upward mobility. Of the orga-
nization’s senior management, approximately 72 percent have cross-
functional experience, and approximately 75 percent have global ex-
perience.

Projects underway for enhancing the firm’s succession planning
include:
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A A global diversity/inclusion strategic-improvement project
A A technical leaders succession-planning/career path

A Management of dual-career Caterpillar employees

A Succession planning for production employees

A Increased activities to employ midcareer hires

A Onboarding process for new and midcareer hires

Evaluating Success

The economic recession of 2001-2002 elevated Caterpillar Universi-
ty’s need to establish the ‘‘value proposition” for organizational learn-
ing. Each college was expected to develop a value proposition for
each of its key initiatives based on net benefits, ROI, and other data.
The group produced a 161-page document titled “The Business of
Learning,”” which discussed the state of learning at Caterpillar, articu-
lated the value propositions, and estimated that the ROI for Caterpil-
lar University exceeded 50 percent in 2003.

This effort was followed by seven detailed ROI studies that in-
volved focus groups, surveys, in-depth discussion with participants to
identify dollar benefits, cost, net benefits and improvements in pro-
ductivity, quality, or reductions in cost. Chris Arvin, who was trained
as an accountant, and Merrill Anderson, of MetrixGlobal, provided
leadership in the methodology used in these studies.

Over time, the COL has moved from a strict assessment of ROI to
an emphasis on return on learning (ROL). According to Arvin, it is
important to focus on the ROL to gain a deeper understanding of how
learning and development connect to business goals and objectives.
Through an ROL study, the College of Leadership attempts to under-
stand the costs and benefits, ensure benefits are greater than costs,
ensure ROL percent exceeds corporate hurdle rates and compares
favorably with the other investments, learn how to reduce costs and
increase benefits, focus process owners and leaders on the impor-
tance of participation and application, manage the deployment for
success (achieve the target ROL), take a three-stage approach to ROL
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(estimate ROL at development, forecast after pilot, and complete ROL
at close), and use the benefit calculations to aggregate the impact of
learning. Metrics in an ROL study include program costs (over a five-
year period) and the opportunity cost.

The study will ask questions about benefits, amount of increases
in team and personal productivity, quality improvement, and the
amount sales increased. The College of Leadership will then quantify
the ROL per person. This is achieved through the basic formula (gross
benefits — costs)/costs. Arvin believes that it is important to establish
the value proposition in each new initiative, but he suggests that it
may be redundant and overly expensive to repeat this study with
every iteration of a program.

The College of Leadership focuses on level 3 valuations (measur-
ing the applicability of the learning) as well as some level 4 and 5
studies. Some of the measures and tools used for the valuations in-
clude:

Participant reaction
Knowledge gain

Behavior change
Organizational impact
Return-on-investment studies

360-degree surveys

> > > > > > >

Employee opinion survey

For consistency in metric evaluations, the COL believes that it is
important to focus on the quality of programs delivered. For level 1
program evaluation, Caterpillar University uses learning-quality index
(LQI) measures. The LQI monitors three questions: (1) Was the learning
relevant to my work? (2) Will I apply the learning? (3) Will I recom-
mend the learning to others? The COL staff monitors the LQI percent-
ages on a monthly and year-to-date basis.
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Innovative Practice

The College of Leadership achieves program excellence through the
consistent use of its leaders-as-teachers concept. The concept is a key
element in the following College of Leadership programs:

A Leadership Quest—a weeklong learning experience to help
prepare high-potential leaders for future executive positions.

A ILeaders Building Leaders—a quarterly forum in which Cater-
pillar leaders get to learn from the best—other Caterpillar leaders.

A Values in Action—A Code of Conduct and New Enterprise
Strategy deployment, a cascade of workshops conducted globally in
the fourth and first quarters of 2005-2006.

The most recent program that embraced the leaders-as-teachers
concept was the enterprise deployment of the Values in Action. The
program, taught by 8,000 leaders, was delivered to all employees. The
cascade process was accomplished with the organization’s leaders
teaching the code and strategy in four phases. The initial phase con-
sisted of the executive office teaching the top 600 leaders globally at
six locations. Subsequent phases culminated by the end of January
2006 with front-line leaders teaching their employees. The outcome
was the alignment of employee goals to the Values in Action strategy.
Also, the leaders-as-teachers concept continues to be embedded in
the organization, as business units focus on leadership initiatives and
encode Six Sigma.

Lessons Learned

One key lesson learned for COL is the need to sustain the gains. In
other words, success can be fleeting unless there is a constant effort
to adapt and improve. Despite internal and external recognition, the
College of Leadership does not rest on its laurels. After receiving pro-
gram evaluations with extremely high rankings, the team immediately
begins considering what can be improved for the next iteration. Ac-
countability and changed behaviors are key objectives of all develop-
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mental activities. Other lessons learned have led to the following
goals:

A Ensure executive sponsors.

A Agree on an enterprise-leadership framework and integrate it
with core HR processes.

A Create ownership for development beyond HR to all leaders.
A Help leaders become teachers.
A Find allies for quick wins.

A Keep the faith and be persistent.



Clisco Systems

Site Visit Hosts:
A Lisa Cavallaro, Manager, WW Leadership Development
A Beryl Fajardo, Manager, WW Leadership Development
A Pat Keating, Director, WW Leadership Development

A Patrick Tse, Manager, WW Leadership Development

Organization Overview

Cisco Systems (Cisco) was founded in 1984 by a group of scientists
from Stanford University. It is a worldwide leader in networking for
the Internet with core technologies in routing and switching, and ad-
vanced technologies including VoIP, security, mobility, and video.
Cisco has 48,296 employees and achieved $34.6 billion in annual rev-
enues in its 2006 fiscal year. In 2004, the company was number two in
its industry on Fortune magazine’s ‘‘America’s Most Admired Compa-

149



150 DETAILED CASESTUDIES OF BEST-PRACTICE COMPANIES

nies”’ list and in 2007 it was ranked number eleven on the magazine’s
list of the 100 Best Companies to Work For.”

Over the years, Cisco’s name has become synonymous with tech-
nology innovation. Additionally, the organization has a culture of
giving back to the community. The organization implemented its Net-
working Academies in more than 160 countries, and many of the
academies partner with schools and community colleges.

Cisco’s mission is ‘‘Changing the way we work, live, play, and
learn.” According to Pat Keating, director of WW Leadership Develop-
ment, change is ‘“‘baked” into the way that Cisco’s employees work,
and that integration plays a key role in leadership at Cisco.

Before 2001, company revenue was gained primarily though
growth. The company now emphasizes the balance between growth
and productivity; everyone, from the CEO to the front-line manager,
has a responsibility to increase productivity. Through leadership de-
velopment, managers learn to be productive through growth and bet-
ter processes.

When Cisco was experiencing its rapid growth, time to market was
the most important metric. The company organized itself functionally
in business units. Certain businesses would produce, engineer, de-
velop/design, and market their own products under the Cisco umbrella.
The functional organization had the downsides of redundancy and
competition within the organization. As the company has matured, its
leaders have realized the necessity of collaboration and cross-functional
teamwork. Collaboration has become a major business strategy—it is
included in all programs and corporate culture initiatives.

The CEO believes that executives have a deep responsibility to
develop internal employees across the organization. All employees
are encouraged to both “‘teach and take.” Teams and individuals at all
levels are rewarded and compensated on how well they collaborate.
One of four main factors in the annual bonus plan is teamwork and
collaboration.

Leadership-Development Philosophy

“Build to lead, build to last.”

—Joun Cuamsers, CEO, Cisco SysTEMS
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Cisco’s business strategy currently concentrates on growth and in-
creased productivity. According to Keating, Cisco’s rapid growth was
abruptly halted by the dot-com collapse that occurred in the late
1990s. This financial hardship created a culture in which people con-
tinued to operate in the start-up mode, which makes them more in-
clined to buy talent rather than build it. Cisco realizes that to achieve
its strategy, it needs to make three essential shifts.

1. The leader role must shift from achieving technical and business
results to achieving excellence in leading people and developing
talent through experience, exposure, and education.

2. Learning must shift from the production of education events to a
holistic view of development.

3. Individual effort must be enhanced by teamwork and collabora-
tion.

Helping people accomplish these three shifts is important in leader-
ship education.

Today, Cisco’s Worldwide (WW) Leadership Development group
operates as a corporate learning unit responsible for the development
of five Cisco Leadership Series programs designed to build leadership
bench strength and the next generation of Cisco leaders. The vision
of the group is to “build leaders to create the future.” Its mission is
to design and develop high-impact leadership programs that provide
strong grounding in leadership foundations and accelerate major
transitions, both business and personal. The WW Leadership Develop-
ment group designs all programs to improve specific behaviors that
are aligned with the expectations of Cisco leaders. WW Leadership
Development reports to the senior vice president of human re-
sources.

Cisco uses a leadership-review process that drives (and is driven
by) three key development accelerators: (1) executive coaching, (2)
the Cisco Leadership Series, and (3) the leadership fellows program.
This case study focuses on the Cisco Leadership Series (Figure B.1).
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Figure B.1. Cisco leadership series.
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Developing Leadership Strategy

Cisco has two master frameworks for leadership development:

1. The Grow Model. ‘‘Grow the business; Grow our team; Grow
yourself.”” The model includes 360-degree assessments, and all com-
petency work is built around the model. Approximately 20 percent of
the company’s employees are targeted as high potential. Of those, a
small percentage receive an average of twelve months of coaching
performed by an external organization. The goal of the coaching is to
help the leaders grow their teams.

2. The 3E Model. “Experience, Education, and Exposure.”’” The
model helps employees develop through on-the-job experience. Edu-
cation plays a role in preparing people for the experience. Then, em-
ployees are exposed to a 360-degree view of the business and their
roles in it. The Cisco Leadership Series is the education portion of
that framework.

The goal of WW Leadership Development is to be recognized as
number one or number 2 in corporate leadership education as mea-
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sured by program innovation and business impact. Education innova-
tion incorporates technology, design, and evaluation. According to
Keating, they do not innovate for innovation’s sake, but for impact.

Another goal of WW Leadership Development is to build and re-
tain a pipeline of next-generation leadership. Its focus is transitioning
from event-based, through process-based, to relationship-based—
where leaders recognize the impact of education on the client and
business. The target audience of WW Leadership Development is the
top talent of the company. Eight thousand employees constitute the
group considered to have significant growth potential and projected
growth impact in the next twelve to thirty-six months. These employ-
ees are located globally and across all functions; they hold the follow-
ing positions: vice president (330), director (3,000), and manager
(4,600).

WW Leadership Development increases the leadership bench
strength. Candidates are nominated through the leadership-review
process. Because candidates for the Cisco Leadership Series are nomi-
nated, the group does not need to communicate about the program
to the larger employee population. After the candidates are selected
through the leadership-review process, the team works with them so
they understand the applicable program.

Cisco encourages its employees to take responsibility for their
own development, and so although the WW Leadership Development
group does not proactively communicate and promote the Cisco
Leadership Series, it does post information regarding the programs
on the Web. Employees also learn about the series through observation
and word of mouth. Additionally, leaders talk about their experiences
in the programs, and employees see them receiving promotions.

Ties to the Business Strateqgy

A key to successful leadership development is business sponsorship.
Each program has an executive sponsor who acts as both champion
and change agent at the corporate level. The sponsors guide the pro-
gram design so it fits tightly with the company’s business strategy.
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An example of a sponsor’s role in the development of a program
is the creation of the newly implemented Global Leader Program (de-
scribed later in this chapter). The vice president of the Global Opera-
tions group, who holds responsibility for delivering the hardware and
the field engineering support for the company worldwide, identified
the need for the program. Global Operations has a staff of 250 people
who work in many countries individually or in small groups. Leaders
in global operations need to lead virtual teams in various environ-
ments. One of the vice president’s top performers told him that, al-
though he really wanted to take a leadership course, he needed one
that would help him operate in a global environment and that the
(then) current programs did not meet that need.

To make the objectives of the course a reality, the vice president
presented his idea to human resources, which agreed to partner with
global operations to create the solution. The impetus for developing
the Global Leader Program was to help leaders think and act globally
without having to send them to external training. The program’s
sponsor and steering committee emphasize courage, developing
teams, and thinking globally as key elements of the program. The
sponsor solicited expertise internally and externally. Currently, fac-
ulty from the University of California at Berkeley and the University of
Singapore combine their talents with leadership mind-set experts and
corporate executives to present components of the course.

Ties to Culture and Values

According to Pat Keating, director of WW Leadership Development,
“programs must be grounded in what the business wants in terms
of leadership development.” All programs are designed to improve
specific behaviors that are aligned with the expectations of Cisco lead-
ers. Cisco’s vision is to change the way the world lives, works, learns,
and plays. Learning and development are integral parts of Cisco’s cul-
ture. The collaboration between executive sponsors and the WW
Leadership Development team epitomizes Cisco’s drive to change the
world. Senior executives sponsor the various programs in the Cisco
Leadership Series and play active roles in program strategy and objec-
tives as well as actual program execution.
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Each program employs executive faculty, who bring strategic per-
spectives and access to the program. In turn, executive participation
is highly valued and monitored within the organization. Measure-
ments of participation by executives are accessible by the CEO and
his direct staff via a leadership dashboard.

The Cisco Leadership Series has a strong reputation and is in high
demand. All programs have a high level of participant satisfaction.
Two of the programs (the Action Learning Forum and the Executive
Leader Program) are catalyzing organizational changes in how senior
management communicates and clarifies company strategy. They are
essential to the transition from a product-based company to a solutions-
based company.

The Leadership-Competency Model

Cisco has identified the Grow model (described at the beginning of
this section) as the set of competencies held by its successful leaders.
The ‘“‘grow the business” component includes success with custom-
ers, focus on profitability and productivity, and business knowledge.
The ‘“‘grow our team’ component involves promoting teamwork and
collaboration, having vision and alignment, leading change, and
building talent. The ‘‘grow yourself” component includes integrity,
judgment and perspective, continuous learning, communications and
influence, and adaptability. Competency also involves courage; coura-
geous leadership is woven deeply into Cisco culture.

Budget for Leadership Development

Cisco spends $10 million a year for its formal leadership-development
programs but operates on a zero-based budget. For example, for the
Global Leader Program, the nominees’ departments pay for their par-
ticipation; the chargeback fee is $7,500 per person for the entire pro-
gram.

Departments cover the participants’ salaries during their time in
the residential portion of the program. Each department at Cisco has
funding for development and travel. The fact that departments are
willing to invest in leadership training for their best employees is a
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sign that the training is successful, according to WW Leadership repre-
sentatives.

Building an Integrated Leadership Roadmap

Program-manager and program-coordinator teams design and run
each program—they are held accountable for not only the design and
results but also the costs. WW Leadership Development works closely
with business partners to design the programs, and it is responsible
for delivering them.

Program managers also act as business managers. According to Keat-
ing, these managers need four skills: (1) strong program-management
capabilities so they can orchestrate, design, and deliver complex pro-
grams; (2) instructional design expertise; (3) the ability to use tech-
nology to deliver learning; and (4) business acumen. The program
managers ensure that all training is related to the business. Recent
hires have been from the business segment rather than from the HR
segment; Keating strives for a mix of talent.

Alignment

Alignment of Cisco’s leadership-development programs and business
strategy occurs through the executive committees. WW Leadership
Development aligns with a broader talent-management process
through the 3E model described in the previous section. The basic
leadership model involves a 360-degree process at the functional
level; each functional lead has a talent review with the head of HR,
who owns the talent-management process. As the functions go
through the process and review top talent with HR, their decisions
flow up to the board.

Cisco currently does not have formal succession planning. Vice
presidents in business units work with HR to review their own top
talent and critical positions.

Leadership-Development Approaches and Tools

The programs that make up the Cisco Leadership Series operate in
a three-phase structure that facilitates the employee’s ability to put
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learning into action. This is an “‘events to process’ model. Employees
involved in the various programs progress through each phase.

Phase 1—the participants go through preparation, diagnosis of
their current level, reflection, and virtual projects with other
program participants in their cohort. Through self-directed
learning and conversations with their managers, learners be-
come clear on their objectives for going through the program
and come prepared to participate fully.

Phase 2—the participants reside at a conference center or meet-
ing place and participate in workshops, networking events, and
activities. This is the traditional learning event.

Phase 3—the participants return to their jobs to apply the results.
The previous two phases drive to application; all program de-
sign is focused on behavior gain and business impact. The de-
sign team knows what behavior it expects to drive when it
designs the programs, and it tracks the impact of the program.

The Cisco Leadership Series consists of five programs, all built at
different times.

1. The Emerging Leader Program is foundational and serves expe-
rienced managers with approximately three years on the job; it covers
personal and team leadership. Approximately 500 employees are se-
lected for the program each year. Its executive sponsor is the vice
president, corporate finance.

2. The Business Leader Program focuses on directors and senior
managers. The company considers it “‘an MBA in a box,” getting into
the foundations of finance, strategy, and leadership. It teaches core
business skills and is presented to approximately 400 people a year.
Its executive sponsor is the senior vice president of corporate devel-
opment.

3. The Global Leader Program was implemented in 2005. Like the
Business Leader Program, it focuses on directors and senior managers
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and teaches personal leadership and business fundamentals. How-
ever, it concentrates on employees whose responsibilities include
managing teams in multiple countries. It serves approximately 200
people annually, and the workshop takes place around the world:
Singapore, Athens, Barcelona, etc. Management has made an execu-
tive decision not to deliver the program in its San Jose headquarters
because the travel allows participants and presenters to achieve a
global mind-set. Its executive sponsor is the vice president of techni-
cal support.

4. The Action Learning Forum is built on the Business Leader Pro-
gram and focuses on senior directors and directors responsible for
accelerating the fulfillment of the company’s plans and building its
capabilities. Annually, 92 employees are involved in the program. In
partnership with its research and development group focused on
emerging technologies, participants in the program take actual
emerging technologies and determine their place in Cisco’s develop-
ment strategy. At the end of the program, action learning teams make
recommendations to the technology board on the direction the com-
pany should pursue in relation to the emerging technology. The com-
pany is transitioning from being product-based to being systems-and-
solutions-based, and the program will prepare leaders for this change.
Its executive sponsor is the vice president of marketing.

5. The Executive Leader Program focuses on the company’s stra-
tegic intent and serves approximately forty top leaders annually. The
Executive Leader Program was designed for employees who are new-
ly promoted to the vice-presidential level or who are filling a vice-
presidential role. (Currently, the number of vice presidents in the
organization is approximately 200.) Its executive sponsor is the senior
vice president of operations.

On the following pages, the Global Leader and Emerging Leader
programs are described in depth.
Global Leader Program

The Global Leader Program began early in 2005 and has served 240
people in six sessions. Its success is attributable, in part, to the strong
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executive sponsorship of the program. Human resources, global op-
erations, and outside consultants designed the course based on input
and feedback from individuals who had completed the Executive
Leader Program. The executive leadership group that provided the
initial input became the program’s executive steering committee.

After the program was implemented, the steering committee ad-
justed it based on feedback from participants in the first session. The
feedback included suggestions regarding how to make the content
more relevant to Cisco (both culturally and from the business per-
spective). The steering committee, which met monthly at first, now
meets quarterly to review course objectives and future direction.

The core program is delivered by a program manager and coordi-
nator. The content is developed with input from HR, subject-matter
experts, and external consultants. The delivery team receives addi-
tional input from the steering committee to ensure relevance to the
business. When applicable, the steering committee invites vice presi-
dents to sit in on the program. It also asks a vice president to kick the
program off, a task that not only demonstrates top leadership support
but also gives the vice presidents an opportunity to share their experi-
ences and challenges with the participants.

Designers of the Global Leader Program have created an impact
map that summarizes business impact, job results, behavior changes,
and required knowledge and actions (Figure B.2). The impact map
states that the program is for senior managers and directors with
global responsibilities or direct reports who do not reside in their
countries. The impact map designates that participation in the pro-
gram is by nomination only. A typical session involves forty partici-
pants, and they are selected across various functions and business
focuses.

The impact map states that the three key job results for the pro-
gram are (1) a global leader mind-set, (2) a global strategy, and (3)
global teaming ability. The program introduces a concept, demon-
strates it, allows participants to practice it, and solicits feedback from
the participant. All programmatic activity is designed to lead to a
changed mind-set.

The Global Leader Program lasts twenty weeks and uses the three-



160

DETAILED CASESTUDIES OF BEST-PRACTICE COMPANIES

Figure B.2. Global Leader Program impact map.
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phase structure. Phase 1 includes prereadings, an assessment for
development, an initial coaching call on the initiative, manager dis-
cussions, and the introduction of a development tracker. Each partici-
pant comes into the program with an initiative, and the facilitators
help the participants work their way through the initiatives, which are
tracked on the development tracker, and participants receive execu-
tive mentoring on their projects. Phase 2 is a four-and-a-half-day resi-
dential workshop that focuses on translating Cisco’s global priorities
into organizational goals, driving innovative global business practices,
inspiring others to act as global leaders, building a culture of trust and
mutual accountability, and creating high-performance global teams.
Phase 3 takes twelve weeks and contains a coaching session, three
learning-pod sessions, and a virtual session with Cisco executives
(typically sponsors of the program). Learning pods are small groups
created during the residential session and facilitated by an executive
coach. In the pods, the participants are able to discuss some of the
challenges they are facing as they return to the workplace to forward
their initiative. During the virtual session with Cisco executives, the
executives learn ways to improve the program.
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Figure B.3 is a sample agenda for Phase 2 of a Global Leader Pro-
gram session. A typical agenda begins with a presentation made by an
executive leader, often the program sponsor or member of the steer-
ing committee. He or she speaks about personal experiences and ob-
stacles overcome. On the second day, the participants learn about
global strategy, including competitive intelligence, markets, and or-
ganizing for global effectiveness. On the third day, participants learn
cultural intelligence and how to build effective global teams. The
week ends with an inspirational call to action and a dialogue with
executives. Participants have an opportunity to chat with executives
in an informal environment. Formal demand on an executive is typi-
cally six hours in a twenty-week period.

WW Leadership Development delivered six Global Leader ses-
sions and served 202 participants in fiscal year 2006. Plans for 2007
included action-learning pods, more coaching, a bonus session fol-
lowing each program offering for program alumni, and other alumni
events. Currently, the residential portion of the Global Leader Pro-
gram is four days, but it could be expanded to a fifth day in which
program alumni are brought back to mentor, share success stories,
and listen to thought-leader speakers.

WW Leadership Development sees forty participants as ideal for

Figure B.3. GLP Phase 2 agenda.
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- The Courageous - Understanding - Building - Prep for Phase 3
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- Responsible Global in Complex
Mind-set Effectiveness Environments
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V | Session Off-site Learning Pod
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Welcome
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the program, allowing for comfortable facilitation by two individuals
and the opportunity to break the group up into six learning pods with
approximately six to seven individuals in each pod. As few as thirty
people have composed a session, but demand for the program is
growing, and future classes should support the forty-participant limit.

Participants discuss content area, perform exercises, and receive
feedback in the cross-functional, cross-theater learning pods. At the
end of each day, participants gather in the pods to discuss how to
integrate what they learned with the initiative that they have brought
into the program. Cisco uses the learning-pod model to enable net-
working after the participants return to work. Program managers and
coordinators facilitate each pod.

Emerging Leader Program

The Emerging Leader Program is a thirteen-week integrated experi-
ence designed to develop and build Cisco’s bench strength. Partici-
pants in the program must be working at the manager level and
identified as high-potential candidates. During a portion of the pro-
gram, participants are taken out of their day-to-day management activ-
ities; they learn about strategy, financial decisions, and how to
communicate strategy to the rest of the organization. In part, the
focus of the program is helping employees transition from manager to
leader, helping them make wise decisions regarding their priorities.

As with the Global Leader Program, the Emerging Leader Program
has an executive committee with seven members; the committee has
cross-business and cross-geographic representation. Sometimes the
reality of day-to-day management interferes with the vision necessary
to be a leader, but executives and facilitators work with the partici-
pants to establish a balance between the two. Participants’ managers
play a critical role in supporting the participants throughout the pro-
gram and especially in Phase 3 as they pursue applying what they
learn back on the job. Three aspects of the program help the partici-
pant use what he or she has learned in the workplace: relevance of
program, visibility, and accountability. Employees who succeed are
accountable for their results and visible in their ability to demonstrate
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what they have done. Employees should be able to tie what they have
learned directly to their annual employee reviews.

When the Emerging Leader Program was developed, it consisted
of a two-week, event-based course delivery and a subsequent evalua-
tion, which was considered the finish line for learning. The program
has since transitioned to the three-phase structure common to all pro-
grams in the Cisco Leadership Series; it is a thirteen-week blended
learning program. The finish line now occurs after a period of transfer
and application of knowledge. Participants reach the finish line when
they demonstrate workplace performance results such as growth and
increased market share.

Participants and their managers are much more satisfied with the
redesigned program. Advantages include innovative blended modal-
ities, a focus on interactions rather than transactions, management
and executive engagement, professional coaching through all phases,
assessments and insight, development and impact trackers that re-
cord experiences throughout the program, and essential-shifts assess-
ment.

The assessment of the Emerging Leader Program is built around
the three essential shifts described in the first section of this case
study. A preassessment is conducted in week one of phase one of the
program and is repeated in week eleven of the program. Results of
the assessment demonstrate that participants progress significantly
across all shifts, and the pattern of shifts continues through postas-
sessment. Participants show the greatest change in shifting from suc-
cess in achieving technical and business results to excellence in
leading people and developing talent through experience, exposure,
and education.

Approximately 85 percent of learning in the Emerging Leader Pro-
gram is done with small-group interaction and collaboration. Phase
1 involves six weeks of self-directed learning supported by faculty,
executives, and a program office. The program begins with a virtual
kickoff meeting and assessments for development. Each participant
receives three hours of individualized consultation by a certified coach.
In week four, the participants form cohorts, which are virtual simula-
tion teams comprising approximately twenty-five cross-functional indi-
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viduals involved in community building. Each cohort is sponsored by
at least two executives, who remain with it throughout the session.
The executives share experiences, stories, and challenges with the
participants. Participant time commitment for phase one is two hours
per week.

Phase two involves role play, leadership simulation, peer feed-
back, executive sponsorship, coaching, and community building con-
ducted in a one-week workshop called an onsite leadership-learning
lab. The term /ab is used to communicate that the participants are
experiencing more than traditional training. Experimentation, risk-
taking, and discussion are encouraged.

The cohort has five simulation teams comprising four or five peo-
ple. The simulation team leads a fictitious company through three
quarters of a fiscal year. Through the process, participants experience
various leadership levels. Executives present to the group during
phase two.

Phase three involves applying new skills on the job, community
building, and reporting results and lessons learned cofacilitated by
executive sponsors. Participants have formal discussions with their
own managers about what they have learned.

Throughout the program, participants use a development and im-
pact tracker to chart their progress. If they are not able to stay current
in their program work, WW Leadership Development speaks with
its managers to clarify that they are being allowed time to partici-
pate in the program. Very few individuals disengage from the pro-
gram, which has a backlog of prospective participants eager to be a
part of it.

Executive Support for Leadership Development

Members of Cisco’s executive leadership team play critical roles in the
organization’s leadership-development programs. The roles include
executive program sponsorship, executive faculty participation, vision
and guidance via the executive steering committees, and sponsorship
visibility at the CEO level.



CISCO SYSTEMS 165

High Potentials

Cisco identifies high-potential employees by using a nine-box grid.
Along one axis are three levels of potential and on the other are three
levels of performance. (The word potential is similar to promotabil-
ity.) Decisions are made by the vice president of the business unit;
there are no formal corporation-wide criteria.

Implementing the Successful Leadership-Development Strategy

As described in the following section of the case study, the WW Lead-
ership Development group relies on feedback from participants to
ensure that the content of the programs is relevant. Results of qualita-
tive and quantitative assessments are shared with steering committees
so that they can make changes to program design in collaboration
with the group. The process involves visiting Cisco’s business objec-
tives and ensuring alignment between leadership-development pro-
grams and the business strategy.

Additionally, the WW Leadership Development team also uses
Robert Brinkerhoff’s Success Case Method (described in more detail
in the “Evaluating Success” section) on a biannual basis to analyze
the highlights and lowlights of the programs through both quantita-
tive and qualitative measures. They use the results to ensure programs
are relevant and use current, up-to-date content.

Implementation and Governance

As described previously, Cisco’s WW Leadership Development group
is primarily responsible for the implementation of the programs in
the Cisco Leadership Series. The group receives support from, and
leverages, executive sponsors to help deliver parts of the different
programs. The group partners with clients (executives) in business
units to meet the needs of the businesses. In partnership with the
business units, the team designs and develops high-impact leadership
programs, which build strong leadership foundations that accelerate
major business and personal transitions.
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Each program has an established cross-functional steering com-
mittee that strengthens the link between the program and the busi-
ness. The business leaders on the steering committees help drive the
design of the programs and recruit appropriate executives into the
classrooms. During the design phase of the program, the steering
committees meet often. The programs employ executive faculty who
bring participants a strategic perspective.

Executive participation in the programs is highly valued and moni-
tored in the company. The CEO and his direct reports can access par-
ticipant information through a leadership dashboard. WW Leadership
Development has one director, five program managers, and three pro-
gram coordinators. Annually, it spends $10 million (U.S.) on formal
leadership-development programs. The director reports to the vice
president of talent development.

Evaluating Success

WW Leadership Development uses a formal system for measuring the
outcomes of its leadership-development strategy. Leadership evalua-
tion and measurement focus on the value of the investment. The com-
pany collects both quantitative and qualitative measures. Examples of
metrics include price range for a one-week course, customer satisfac-
tion scores, percentage of class graduates who have used what they
have learned in their jobs and had a positive impact, and percentage
of learners who stay with the company. Management celebrates cases
in which satisfaction is high and costs are down; however, it realizes
that participants could be satisfied, but the courses could have no
business impact. The team concentrates on metrics showing the applica-
tion of learning to jobs and changes in business results. The percent-
age of employee retention for those going through the programs
compared to the general employee population is favorable—
approximately 93 percent across the organization.

For the past two years, WW Leadership Development has used the
Robert Brinkerhoff Success Case Method to measure the impact of its
various programs. The group chose the method because it is simple,
elegant, and easy to implement. The method uses case examples and
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success stories to describe the best (and worst) that the training is
providing; it identifies what the training is doing and what it is not
doing. Results are also shared with HR and sent up the management
chain so they can see the value that is provided by the programs and
pursue external awards.

The method begins with the creation of an impact map (see Figure
B.2 for an example) that is designed to show what the organization
needs to improve through leadership training: customer satisfaction,
growth, market share, and profitability. The map has four columns:
Key Content, Key Behaviors, Results, and Impact. According to Lisa
Cavallaro, manager of leadership development, ‘“Results are what we
back into from impacts. We ask ourselves, ‘To get [a stated level] of
impact, what do we have to do relative to the programs we are work-
ing with?’ We think strategically about how the program will drive the
behaviors to achieve the impact.”

All programs are designed to shift employees’ mind-sets because
only a transformed mind-set is likely to lead to changes in behavior.
Behavioral shifts have three aspects: (1) shifting mind-sets regarding
the leader’s role in shaping and executing strategy, (2) providing tool
sets to enable skillful application, and (3) building skill sets to meet
critical strategy-execution challenges. Shifting mind-sets means re-
framing leaders’ roles.

For the Emerging Leader Program, the team assesses the results
of its programs using a simple survey of five to eight behavior-based
questions that were developed in consultation with the Brinkerhoff
team. The survey is administered both before the training and six to
nine months after the training ends.

WW Leadership Development surveyed 173 out of 298 partici-
pants, with 133 completing the survey for a 77 percent response rate.
Ninety-eight percent of the respondents say the program had a “‘deliv-
erable, measurable, concrete business impact.”’ Results are corrobo-
rated with interviews with the participants’ managers. Results include:

A Improved collaboration relative to customer needs (57 per-
cent)
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A Improved team morale and productivity (57 percent)
A Increased time spent developing teams (61 percent)

A Increased focus on implementing team initiatives and goals
(67 percent)

According to Cavallaro, all results must be able to “stand up in
court.” If participants report that they received no deliverable, mea-
surable business results, the team determines why they have not. Neg-
ative results are used by the design team to improve the learning and
development product.

Results show that leadership-development programs have a direct
impact on two aspects of a manager’s role: performance management
and collaboration. Leadership development improves performance
management by giving managers the tools and skills they need to:

A Handle critical performance issues

A Bring new members of the team aboard and make them highly
productive

A Identify poor performers and counsel them out of Cisco
A Apply effective performance-management principles

A Improve the relationship between themselves and their direct
reports

Teamwork and collaboration are essential in Cisco’s culture. The
networking that occurs in the leadership programs would not happen
in any other setting. During the workshop phase of the programs,
participants gain insight from listening to their peers, and a natural,
healthy competition occurs when leaders assemble. According to the
vice president of global operations:

Phase 2 gives employees a chance to partner with folks who are
outside their silo. Now, all technical product providers are dealing
with a hazardous materials legislation that requires organizations
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to eliminate five different chemicals from production. This prob-
lem of how to eliminate the chemicals from the process is felt in
every business unit, and it is the perfect example of a problem that
can be talked through at cross-functional leadership development.

It is a problem that affects both manufacturing and service.

Participants stay in touch with each other and ask each other for ad-
vice on various issues; they compete in their own roles to demon-
strate the value of what they have learned.

Leadership development improves teamwork and collaboration
by giving managers the tools and skills they need to:

A Increase collaboration across functions that had not success-
fully collaborated in the past

A Raise appreciation for the expertise and contributions of other
functional staff

A Improve the use of different perspectives to arrive at better
sales solutions

A Increase their ability to accomplish important goals while
working with others

To determine the enablers of program success, WW Leadership
Development administered a survey to the entire population of em-
ployees who had taken leadership-development programs. It identi-
fied and sampled the tail ends of the bell curve—the participants who
were exceptionally successful and the ones who were not able to put
what they learned into action. The team identified three key enablers
of program success:

1. Nomination. Through the nomination process, individuals
learn why they were selected; they have a clear idea of why they are
being trained and what is expected of them when they return to the
job.

2. Learnings That Are Immediately Applicable. Participants who



170 DETAILED CASESTUDIES OF BEST-PRACTICE COMPANIES

were able to put their new skills and capabilities to work immediately
were most successful.

3. Total Commitment. Participants were engaged throughout the
process, from before the workshops to after they end. They experi-
enced a high level of interaction with managers, sponsors, and fellow
participants.

These enablers were absent from surveyed participants who reported
low impact.

Communicating Success

The results for the 2005 and 2006 Cisco Leadership Series are in.
Participants told WW Leadership Development how they were helped
by the programs. Graduates said that the networking opportunities
were invaluable. They also recounted specific cases regarding how
they were helped. The following examples of the impact on partici-
pants from each of the four programs in place during 2005 and 2006
are typical.

1. Executive Leader Program. One participant learned from pro-
gram participation that engaging his team early and more strategically,
with greater collaboration, can pay off. The actions he took led to
faster product development and reduction in false starts, contributing
to savings of approximately $1 million. Specifically, he benefited by
(1) understanding his ecosystem better, (2) engaging earlier in proc-
esses with other parts of the organization, and (3) learning about core
versus context and developing relationships.

2. Action Learning Forum. A technical-assistance program leader
gained an increased understanding of the why and how of process
improvement and how to link department goals to unit goals. As a
result, he encouraged his team to improve the success rate of fixing
software bugs, thereby reducing customer frustrations. The team then
achieved a cost savings of $600,000 per year and developed a sus-
tained capacity for working more effectively. The participant says that
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he did not have the methodology to achieve these accomplishments
prior to the program.

3. Business Leader Program. One participant was motivated and
committed by the program to review strategy with her team. The team
created a new product strategy that takes start-to-finish responsibility
for developing security products that will lead to more than $12 mil-
lion in new sales. Other new products are underway, and the team
has developed a sustained change in the way it leverages collabora-
tion and networks in its ongoing work. In the past, the team operated
reactively, fighting fires. When the participant was asked whether she
would have achieved so much without the program, she said that she
would probably have come to the same mind-set eventually, but the
program accelerated the process.

4. Emerging Leader Program. One participant was motivated by
program participation to take dramatic new collaborative actions
leading to a $50 million sale and open a new market area with promis-
ing opportunities. The program was a catalyst to leverage new oppor-
tunities and establish new relationships in his fourteen-state region.

Evaluations completed by participants consistently highlight the
value of the collaboration facilitated by the programs. Because Cisco
is a functional organization, participants find the development of
cross-functional relationships invaluable.

Assessing for the Future

WW Leadership Development is in the process of changing its Strate-
gic Leader Program. This program focuses on directors, senior direc-
tors, and their ability to develop strategy-execution capabilities. The
Strategic Leader Program steering committee is a multidisciplinary
team that is tasked with preparing individuals to be a part of the tran-
sition of the organization to a systems-and-solutions company. The
key to the transition is the ability to act as an increasingly integrated
organization.
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The new program will be approximately six to eight weeks, be
action-oriented, and operate in partnership with Cisco’s new Emerg-
ing Technologies group. Cisco sees the need to innovate, and Emerg-
ing Technologies and the talent involved in the Strategic Leader
Program can work together to vet and evaluate a business case for
the new ideas. If the business opportunities are implemented, the
participants in the Strategic Leader Program will have the opportunity
to be part of the management team driving the new business. After
the new businesses are funded, Strategic Leader participants will play
a role in determining marketing strategy and product launch. Finally,
for new businesses that are extremely successful, participants in the
program will help create a business platform to support them.

According to Keating, the transformed Strategic Leader Program
“will put the experience E into the education E in a big way.” WW
Leadership Development is targeting four projects per quarter, with
six- to eight-member teams working on a project. The challenge will
be to ensure that the focus remains on development and not on team
deliverables. Each team will have a vice president sponsor in addition
to the program’s executive sponsors for the program. Because each
team will be working on a different project, WW Leadership Develop-
ment sees no competition at this point. The teams will receive data
support from the analysts who work in the business units with whom
Emerging Technologies is working.

Innovative Aspects

Among the WW Leadership Development group’s innovative practices
are:

A Leveraging Web-based technology to develop and deliver lead-
ing-edge, blended-leadership offerings

A Leading the integration of Cisco’s Leadership Series programs
with other elements of leadership development consistent with Cis-
co’s 3E (Experience, Education, Exposure) model of development

A Using Robert Brinkerhoff’s Success Case Method model to
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measure behavioral change and quantitative and qualitative program
impact

Critical Success Factors and Lessons Learned

One key lesson learned for Cisco and the WW Leadership Develop-
ment group is the need to ensure that the expertise of external (non-
Cisco) speakers is applicable to the cultural and knowledge require-
ments of a Cisco employee. Initially, this was a real problem in some
of the leadership programs. The company is complex, and often out-
side presenters do not understand how the company is organized.
Real-world examples from other firms often fall flat. Now, the pro-
grams’ executive steering committees are responsible for helping the
outside presenters understand the company. Keys to the success of
this (or any program) are executive support and a focus on real busi-
ness problems.
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PepsiCo Inc.

Site Visit Hosts:

A Allan H. Church, Vice President, Organization & Management
Development

A Paul Russell, Vice President, Executive Learning & Develop-
ment

Organization Overview

PepsiCo Inc. (PepsiCo) is a world leader in convenient foods and bev-
erages, with more than 167,000 employees and 2006 revenues of
more than $35 billion. PepsiCo brands are available in nearly 200
countries and territories. In addition to the corporate entity, which
consists of several shared services functions (e.g., finance, legal, IT),
the organization features two operating divisions: (1) PepsiCo North
America, which includes Frito-Lay North America; PepsiCola North
America; and Quaker, Tropicana, Gatorade North America; and (2)
PepsiCo International.
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Although many of PepsiCo’s brand names have been around for
more than a century, the organization itself is fairly young, having been
founded in 1965 with the merger of Pepsi-Cola and Frito-Lay. PepsiCo
acquired Tropicana in 1998 and merged with The Quaker Oats Com-
pany, including Gatorade, in 2001. PepsiCo’s mission is:

To be the world's premier consumer products company focused
on convenient foods and beverages. We seek to produce healthy
financial rewards to investors as we provide opportunities for
growth and enrichment to our employees, our business partners
and the communities in which we operate. And in everything we

do, we strive for honesty, fairness and integrity.

PepsiCo believes that there are three major sustainable advantages
that give the organization a competitive edge as it operates in the
global marketplace: big, muscular brands; proven ability to innovate
and create differentiated products; and powerful go-to-market sys-
tems. As Figure C.1 illustrates, the common denominator for these
advantages is PepsiCo’s own people. By taking these competitive ad-
vantages and investing in them with dollars generated from top-line

Figure C.1. PepsiCo's sustainable advantages.

Muscular
Brands

Innovative
Products
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growth and cost-savings initiatives, PepsiCo sustains a value cycle for
its shareholders.

Developing Leadership Strategy

PepsiCo’s executives strongly believe in the importance of developing
the organization’s current and future leaders in order to build and
sustain leadership capability across the organization. Driving this be-
lief are external demands, organizational and operational complexi-
ties, and demands on and by the organization’s talent base. External
demands on PepsiCo are up and not expected to decline any time
soon. For example, PepsiCo has a results-oriented culture. The orga-
nization’s corporate growth algorithm requires volume/revenue
growth in the mid-single digits and division operating profit at ap-
proximately 8 percent. And there are unrelenting demands from Wall
Street for consistently outstanding financial performance. These
short-term demands require constant vigilance to ensure they don’t
draw attention away from the organization’s longer-term talent-
development needs. Additionally, PepsiCo’s customer and consumer
landscapes change rapidly.

In addition to those external demands, organizational and opera-
tional complexities require a leadership-development strategy that
will build capabilities for the organization’s future. The structure and
organization required to foster growth goals are leading to progres-
sively more complex working arrangements, such as matrixed struc-
tures. Business-process transformation is radically changing the way
PepsiCo links its business, people, and information, requiring closer,
tighter linkages than ever before.

Demands on and by the organization’s own talent base are in-
creasing as well. This feeds into the need to build that leadership
capability. Executives and employees at all levels are challenged to
work more productively, innovatively, collaboratively, inclusively, and
with greater focus on the organization’s values. Today’s employees
expect and demand developmental opportunities to stay ahead and
reach their career goals. The shelf-life of an MBA education grows
ever shorter, and participants value opportunities to learn new skills



178 DETAILED CASESTUDIES OF BEST-PRACTICE COMPANIES

and tools and how to apply them within the context and culture of
PepsiCo. Finally, PepsiCo’s own demographics show that a significant
percentage of its senior executives will be eligible for retirement in
the next several years.

With all of these drivers, human resources (HR) plays a critical
role. HR has a special accountability entrusted to it to nurture and
develop the investment the organization makes in talent and ensure
the organization’s human assets are optimized. HR’s challenge is to
continue to build organizational capability around identifying Pep-
siCo’s future leaders, retaining them, and developing their experi-
ences and mind-sets to take on and succeed in roles as general
managers and functional leaders.

However, PepsiCo’s HR group is not starting from scratch with its
talent pool. The organization has made several improvements to the
talent-development infrastructure since 2001, including:

A Updating the leadership-competency model and 360-degree
feedback process

A Creating global functional (e.g., marketing, sales, finance, and
HR) competency models

A Creating a corporate core of general, functional, and “‘specific
audience” leadership programs

A Crystallizing its career-growth model

A Making progress in planning and using experiences more stra-
tegically

A Developing orientation/coaching/mentoring programs in every
division

A Clarifying how it looks at the development process (i.e., iden-
tify, develop, move)

PepsiCo does not have a singular head to oversee all talent devel-
opment. The organization is set up in a divisional structure, and each
division has its own organization-development-and-training group
that is responsible for the training, design, and delivery in that divi-
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sion. At the time of our site visit, Paul Russell was the corporate vice
president of executive learning; he oversaw the core leadership cur-
riculum across all divisions. Another individual in corporate, Allan
Church (vice president of organization and management develop-
ment), oversees the core HR-related processes that cross all divisions
(including the talent-management process).

HR’s mission and vision is to make PepsiCo a place where people
want to work and to ensure the company enables talented people to
make that happen. The organization requires strong leaders to suc-
ceed in the marketplace. This leadership capability increases in im-
portance in more senior roles. To attract and retain the best people,
PepsiCo needs leaders who can take others with them. Doing this
requires systems and processes, insights (about the business and peo-
ple), talent management, work and organization design (HR general-
ists are empowered and can design their organizations the way they
need them to work), and culture and values. These are HR’s strategic
planks.

PepsiCo’s HR organization uses a two-pronged approach to build-
ing talent. The first is the PepsiCo Career Growth Model (described
in the next section), which provides tools, processes, and training to
drive a broad-based development culture. The second prong is its
talent-management model (described beginning on page 191), which
provides talent segmentation and aggressive bench building to deliver
growth. The key supporting principles underlying this two-pronged
approach are: (1) all employees should have access to development;
(2) differentiation regarding how PepsiCo manages talent is critical to
the business; and (3) a focus on triangulation (data should be treated
as a source of input). The HR organization grounds the approach and
principles in the following insights:

A External labor trends and shifting workforce needs
A Internal opportunities, movement, and bench strength
A Attitudes, perceptions, and expectations of employees

A Skills, capabilities, experiences, and potential of talent
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PepsiCo's Career Growth Model

PepsiCo’s view of career growth is that it is a partnership among the
employees, managers, and the organization. Employees and manag-
ers may be responsible for their own development, but the organiza-
tion also has a responsibility to ensure that they are provided with
opportunities to develop and grow. PepsiCo’s Career Growth Model
serves as the organization’s core integrating tool and considers five
factors: proven results, leadership capability, functional excellence,
knowing the business cold, and critical experiences. (Each of the five
factors is described next.) When combined together, these five factors
result in opportunities and long-term career growth and success.

The model is linked to and supported by PepsiCo’s people proc-
esses (e.g., performance and development reviews, 360-degree feed-
back, organizational and individual talent reviews, organizational-
health survey, and succession planning). The model ensures a
common language regarding career growth and development and
alignment in all new tools. Like the leadership-development strategy,
the Career Growth Model is well aligned with larger business priorit-
ies. For instance, the performance-management process starts immedi-
ately after the annual operating plan review in November each year.

Proven Results

PepsiCo requires that its employees demonstrate consistent and
proven business and people results in order to be considered for fu-
ture growth opportunities. They look for a track record of sustained
successes as well as results that create a lasting impact. People results
are also important and are a significant part of performance expecta-
tions. Managers are expected to attract, develop, and retain talent.
How results are achieved is important to PepsiCo. The importance of
this is driven by the organization’s people processes. The performance-
management process determines managers’ compensation. Pre-
viously, business results accounted for 66 percent and people results
for 34 percent of an individual’s compensation. In 2007, that ratio
changed to an even 50/50 split.
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Leadership Capability

The demand for strong leaders in one of the major reasons the com-
pany has recently reviewed and enhanced its leadership model. Lead-
ership competencies form the basis for the 360-degree feedback
process and provide a reference point for measuring people results.
More important, however, they also provide a framework to deter-
mine an executive’s contributions to the organization as a leader over
time.

When coaching an executive on his or her leadership skills/capabili-
ties, PepsiCo considers such elements as:

A Consistent demonstration of particular leadership competen-
cies

A Growth of leadership effectiveness over time

A Increasing impact (by the individual) on the organization over
time

A Creating an inclusive work environment
A Development of his/her own people
A Amount of turnover (in this person’s group)

A Capacity and skills to take on a more significant leadership po-
sition

PepsiCo also leverages functional competency models to help
leaders develop expertise in their individual roles. Functional experi-
ence is one of the four key components of the organization’s career
growth model described earlier. For more on this, see the section
titled ““The Leadership-Competency Model.”

Functional Excellence

Functional excellence is an important part of career growth at
PepsiCo. PepsiCo expects its employees and managers to commit to
developing their functional expertise. They need to develop an in-
depth understanding of their own functions as well as learn how the
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various functions fit together. Some divisions use functional compe-
tency models (e.g., in marketing, sales, finance, R&D, and HR) to help
their managers and people in their development, and others rely
more on experiential learning experiences. After an individual dem-
onstrates functional excellence, the basis of his or her development
shifts to other areas like leader capability or critical experiences.

Knowing the Business Cold

Another element in PepsiCo’s Career Growth Model, “knowing the
business cold,” requires that managers develop a broader knowledge
of the different factors that drive growth, seek out new opportunities
and experiences to enhance their understanding of the organization’s
markets and better enable them to ‘“‘connect the dots,”” and take all of
this and use it to make better business decisions. Good decisions are
based on good business data, such as how the organization makes,
sells, and delivers its products as well as understanding how and why
customers, competitors, and suppliers work the way they do. The im-
portance of knowing the business increases in importance as individ-
uals move up the organization.

Critical Experiences

The next component of the organization’s Career Growth Model
is “critical experiences.” Discussions of potential career moves at
PepsiCo include an assessment of critical experiences (those that the
individual already has, those that he or she could benefit from, and
those that are needed in a potential role). Focusing on experiences
provides a richer forum for discussions than focusing on positions or
titles. Depth and breadth of experience become more important in
more senior roles.

PepsiCo has identified a number of critical experiences to help
its leaders become more well-rounded in their skills and capabilities.
These eighteen experiences fall into three broad categories:

1. Experiences that come from dealing with various business chal-
lenges
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2. Experiences in different roles, functions, and divisions that help
develop a broader business perspective

3. Experiences and challenges that can come at any time and result
in personal growth

PepsiCo does not expect its people to have all of these experi-
ences; it uses them as a framework to understand what individuals
have done so that they can leverage their current capabilities and plan
for new experiences in future assignments.

A key component of this part of the model is an emphasis on
building relationships with others throughout the organization (e.g.,
functionally, cross-functionally, and cross-divisionally). Sharing expe-
riences with others increases an individual’s in-depth knowledge of
the organization, benefiting him or her across all aspects of the Career
Growth Model.

Opportunities

If PepsiCo’s employees are responsible for their own development,
the organization is responsible for providing them with opportunities
for development and growth. Managers are held accountable for the
development of their people. PepsiCo provides the following guide-
lines for individuals and managers when considering potential oppor-
tunities.

A Think about experiences that would stretch you the most.

A Be flexible—flexibility and an open mind will provide you with
a broader range of opportunities.

A Be patient—don’t impose unrealistic expectations on titles or
timing.

A Remember that a career is a long-term journey—look for op-
portunities consistent with your career goals; don’t move for the sake
of moving.

A Build for the long term—Iateral moves can be as richly devel-
oping as moves to higher levels.



184 DETAILED CASESTUDIES OF BEST-PRACTICE COMPANIES

PepsiCo identifies individuals as high potentials during its People
Planning process. Below are answers to questions commonly asked
by employees regarding this process:

A How do I get on a slate? In addition to demonstrating func-
tional expertise, an employee must also show a breadth of capabilities
and experiences. Leadership skills take a high degree of importance
in people-planning assessments.

A How are selections made? Every leadership job is filled from a
list of well-qualified applicants. The majority of leadership jobs are
filled by promotion from within the organization (this holds true for
the CEO position as well). To be selected, an individual must be the
most qualified person on the slate.

A What bappens at People Planning meetings? A typical agenda
includes discussion on organization development, individual develop-
ment, and bench development. Organization development discussions
focus on progress against PepsiCo’s key organizational development
and change-related initiatives such as inclusion goals. Organizational-
health survey results provide important input into this review proc-
ess. Individual development discussions focus on the progress and
development plans of individual executives. These discussions may
include data from performance appraisals, 360-degree feedback, and
other sources to support discussion on how to help individuals grow.
Bench-development discussions focus on talent differentiation, the
leadership pipeline for key jobs, and review staffing plans in the con-
text of overall organizational plans.

Divisional People Planning meetings usually occur between April
and May each year. The results are reviewed with senior executives
between June and July each year.

The Leadership-Competency Model

PepsiCo’s leaders recognize that, in order to succeed in the market-
place, the organization needs strong leaders who can set the agenda.



PEPSICO INC. 185

To attract and retain the best people, the organization needs leaders
who can take others with them. PepsiCo’s leadership model outlines
the competencies and behaviors needed to be successful. Inputs into
the model include the 360-degree feedback process and the organiza-
tional health survey. These provide input into the people objectives
and results. Capabilities in certain areas influence decisions about tak-
ing on larger roles.

The organization’s leadership imperatives have remained consis-
tent for the past fifteen years, though the content of the behaviors
that measure these do change from time to time. The three major
imperatives are setting the agenda, taking others with you, and doing
it the right way. These are supported by various success factors and
seventeen related competencies. The success factors are planning, ex-
ecution, courageous leadership, people development, savvy commu-
nication, integrity, and operational excellence. The success factors
and leadership competencies form the foundation of the organiza-
tion’s 360-degree feedback process. Every two years, approximately
10,000 managers and executives (including all of the division presi-
dents) receive individualized feedback on the model.

PepsiCo periodically reviews its success factors and leadership
competencies to ensure alignment with strategic direction and inte-
gration with PepsiCo’s values. The reviews also serve to reinforce the
importance of manager quality for the future of the organization, en-
hance focus on demonstrating inclusive behaviors, ensure managers
are engaging with employees on key cultural areas (e.g., careers,
work/life balance, an inclusive work place), and create a tighter link-
age to “‘living the PepsiCo values.”

For example, the organization recently launched an effort to en-
hance its leadership-competency model. The purpose of the enhance-
ment project is to provide greater differentiation regarding what
leadership looks like at different levels in the organization and to up-
date the model to reflect current cultural and strategic business priori-
ties. According to Church, every model (particularly if it is a custom-
created model) needs to shift with the organization as its priorities
change.
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Ties to the Business Strateqgy

According to Russell, leadership development ties strongly to PepsiCo’s
business strategy. Previous PepsiCo CEO and chairman of the board
Steve Reinemund identified several corporate strategic imperatives
(e.g., innovation) each year. Virtually every leadership-development
program contains a component devoted to those imperatives. Russell
worked very closely with the organization’s CEO and chairman, the
COO/CFO/CIO, and division presidents to ensure these links between
development and business strategy.

Ties to Culture and Values

Although each of the companies that currently make up PepsiCo In-
ternational had simple beginnings, they were all founded on common
values and beliefs. It is these common beliefs that hold the overall
organization together. They include an entrepreneurial spirit, passion
and perseverance, ownership, people making a difference, staying
close to the customer, and leaders with a vision for growth with integ-

rity.

Budget for Leadership Development

Currently, PepsiCo’s corporately funded budget for its formal
leadership-development programs for senior executives is substantial.
Leadership development is a line item in the budget at PepsiCo Cor-
porate. Each year, Russell identifies existing programs that will con-
tinue and develops new projects for the year. The budget reflects both
of these elements. Nothing is billed back to the divisions for general
leadership development. However, if a development program is de-
veloped specifically for a functional area, that cost will be billed back
to that function.

The annual budget to support the 360-degree feedback process
and the organizational-health survey (along with any other new devel-
opment projects) is shared across the divisions and by Church in the
corporate organization-and-management-development function. Ad-
ditional divisional funding for unique capability needs is also available
in the division organization-and-management-development teams.



PEPSICO INC. 187

Building an Integrated Leadership Roadmap

PepsiCo’s current approach to training has the business divisions
owning the overall training for all employees at all levels, while corpo-
rate training overlays this at the executive levels. Formal training pro-
grams for PepsiCo executives exist in three areas.

1. Leadership Training. This development ties to the leadership-
competency model and is offered at key career-transition points for
general managers and/or function- and audience-specific leaders as
needed. Many of these programs are by invitation only. Leadership
programs build skills but, even more important, also shape and ele-
vate expectations and mind-sets.

2. Functional Excellence Training. This is professional/technical
skill development, consistent with the functional-competency models.

3. Know the Business/Affiliation Training. This is targeted at un-
derstanding and building affiliation with the business.

As mentioned, the “develop readiness” component of PepsiCo’s
talent-development process focuses primarily on experiences and on-
the-job learning. This requires a culture willing to take some risk,
and it means that PepsiCo doesn’t always promote the most obvious
person.

Other important aspects of developing readiness are coaching,
feedback, and mentoring. Research shows that manager quality is very
important for developing someone and even more so for retention
(people leave managers, not jobs). PepsiCo wants to instill a mind-set
in its executives that a big part of their job is developing their people.

The final component is formal education. In today’s pressured
work environment, learning and development organizations usually
don’t have time to do something in a formal program sense, so what-
ever is delivered needs to have a strong impact during the short time
people do have to give to training. PepsiCo’s people processes not
only serve as the foundation and reference point for training but act
as an integration tool for employees and managers. It is through the
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performance-management process that executives, managers, and HR
understand where an employee stands on his or her career path and
what actions need to be taken (if any) to support future growth, and
this can help them build an effective action plan for the employee.

Designing Leadership-Development Programs

PepsiCo’s executive leadership programs are almost always devel-
oped internally with support from cross-divisional resources as
needed. PepsiCo’s CEO and chairman, her direct reports, and divi-
sional executives provide insights into the direction of the programs
(e.g., links to strategic imperatives). Occasionally, the divisions may
call on external vendors to help with the development of division-
specific leadership-development programs.

Alignment Across Leadership Programs and Business Strateqgy

In order to ensure alignment with business strategy, key strategic im-
peratives are built into the programs at senior levels. Key functional
imperatives are built into the functional-leadership programs. PepsiCo’s
corporate values, however, are built into every program.

Alignment with Talent-Management Systems

According to Church, leader development is strongly integrated with
the organization’s talent-management (People Planning) process. In
fact, Church and Russell both report to the senior vice president of
HR.

Leadership-Development Approaches and Tools

PepsiCo leverages a “‘leaders developing leaders’” approach in many
of its programs. According to Russell, this is a very powerful approach
because PepsiCo’s own leaders are best positioned to drive the full
benefits of training. According to Paul Russell, vice president of execu-
tive learning, ‘“‘People learn best when they get to learn from some-
one they really want to learn from.” The trick, according to Russell, is
to find those people whom others really want to learn from.
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At PepsiCo, they are usually the organization’s senior leaders.
Why? Because these individuals are widely respected, world-class
leaders with proven track records at the organization. Russell noted
that both former CEOs, Roger Enrico and Steve Reinemund, have
stated that the best time they spent was during the week spent devel-
oping other leaders. PepsiCo fortunately has a strong legacy of engaging
its (senior) leaders to teach other leaders. They do it because it offers
them the opportunity to share their personal perspective with the
other leaders, allows them to continue to build the skills of those
leaders, builds their confidence, and demonstrates support for their
growth. In return, they receive greater teamwork and productivity,
know the players better (and the participants get to know the leaders
better), form a more loyal and motivated team, and encourage closer
alignment around vision and key strategic initiatives.

Not only does the leader-developing-leaders approach more fully
engage those participating in the programs, but it also helps ensure
the transfer of knowledge and skills across generations. Other ap-
proaches that address this issue of knowledge transfer and retention
include customizing the approaches for every program and consis-
tently using whatever learning strategies will work best for the organi-
zation.

All of the above results in training becoming a powerful organiza-
tion development-and-change leadership tool for PepsiCo to establish
the right mind-sets (frame-breaking moments), elevate expectations,
gain alignment around a vision, build confidence and express sup-
port, and build a team/community of leaders and learners. Examples
of some of PepsiCo’s leader-led programs include:

A The general leadership programs (e.g., Enrico’s Executive
Leadership: Building the Business and Reinemund’s Executive Lead-
ership Program)

A Identity-specific programs (e.g., the African American Leader-
ship Forum and the Latino Leadership Forum)

A Functional leadership forums for the sales, marketing, R&D,
finance, and HR functions
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A Experiencing PepsiCo (participants in this program hear from
heads of most functions, and there’s a deep drive from the chairman
of PepsiCo International)

A Divisional leadership programs across PepsiCo

PepsiCo also uses action learning on business issues in much of
its leadership training. For example, in one program, participants had
to bring with them an idea to build the business. Not unexpectedly,
most people would come with a project they knew they could accom-
plish. Over the course of the week-long program, however, they
would stretch their expectations of themselves and the project and
what they could do to accomplish it.

Other approaches used in development programs include action
learning on business issues, instructor-led lectures, case-based discus-
sions, experiential learning, job assignment/rotations, mentoring/
coaching, special assignments, 360-degree evaluations, performance
appraisals, peer feedback, and personal-development workshops.

Key Issues

Key topics or issues emphasized in PepsiCo’s development programs
include the leadership-competency model, mind-set, change leader-
ship, knowing the business, and personal leadership (via the Corpo-
rate Athlete concept). Developed by Jim Loehr and Tony Schwartz,
the Corporate Athlete concept posits that the key to sustained per-
formance is to consider the person as a whole. Executives, therefore,
are corporate athletes, and if they are to perform at high levels over
long periods of time, they must train in the same systematic way that
conventional athletes do. This concept addresses integration of the
body, emotions, mind, and spirit through a performance pyramid.
Each level of the pyramid influences others, and all must be consid-
ered in order to achieve optimal performance.

Other topics include building self-awareness (how can I impact
the organization and my people?), diversity and inclusion, ethics, spe-
cific business issues (strategic imperatives), globalization, strategic plan-
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ning, innovation, integrity, talent management, visioning, motivation/
empowerment, and values.

Executive Support for Leadership Development

PepsiCo’s senior management places a high priority on leader devel-
opment, which is increasing in terms of importance owing to the
aging demographics of the organization’s current leadership pool.
The CEO and chairman and his or her direct reports, as well as
divisional executives, are all involved to some degree in the direction
and delivery of various leadership-development programs. In fact,
the former CEO devoted up to 25 percent of his time to leadership-
development issues.

High Potentials

In order to deliver on its model for sustainable advantage (Figure
C.1), PepsiCo needs a talent-management process that supports its
two-pronged approach to building leadership capability: (1) broad-
based tools that empower people to drive individual development in
an inclusive and flexible work environment; and (2) aggressively build
bench strength through experience planning for its future leaders.

Over the next five years, a significant number of PepsiCo’s current
executives across several different levels will be eligible for retire-
ment. According to Church, the organization has a long and strong
history of developing and promoting talent from within, but its bench
strength is never as deep as it would like. It has a goal of having a two-
deep bench for all critical roles, which is sufficient to consistently fill
the majority of senior positions from within despite aggressive
“poaching” from other organizations. However, PepsiCo’s senior
leaders and HR organization realize they must build bench now to
sustain their growth. They want to develop flexible talent that is
“learning agile’’ and can deal with the unexpected. This means main-
taining high standards for both business results and people leader-
ship. The People Planning and Game Planning processes are the
primary means for building bench strength.

The HR organization established some core principles around the
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talent-management model. One of the first is that it wants to integrate
the talent-management focus into existing core people processes. An-
other principle is the need to build capability in the system around
experience planning and having a “future back” perspective. Other
principles include linking bench-building efforts to the development
action plans needed, driving follow-through on experience plans and
actions, and involving cross-divisional talent owners for each function
before making moves at leadership positions.

Using those principles, PepsiCo recently clarified its talent-
development process by updating its talent-development model to
focus on three key components: identify, develop, and move. Each of
the three elements of talent management focuses on certain tools and
approaches. To identify talent, PepsiCo uses assisted assessments and
the People Planning process. To develop readiness, the organization
uses experiences, on-the-job training, coaching/feedback/mentoring,
and formal training. The third component, movement, is based on
developmental needs that will allow individuals to accumulate experi-
ence and provide a talent pool for the organization’s senior-most
roles.

Formal training is an important and powerful element of PepsiCo’s
overall development process. Of course, given the relatively small
amount of time any executive can spend in training during the year,
the greatest opportunities for affecting his or her development can be
achieved by ensuring that he or she receives the right career experi-
ences and assignments, as well as establishing a culture where manag-
ers accept coaching and mentoring as critical parts of their roles.

In fact, a primary focus of PepsiCo’s talent-management model at
the executive level is on cross-divisional talent movement. To create a
compelling vision for the future and give leadership capability at
PepsiCo teeth, the HR organization realized that it needed to shift
perceptions on the part of some senior leaders in the way they were
filling jobs (Figure C.2).

Although well known historically for building bench, this em-
phasis on moving talent sooner and emphasizing a cross-divisional
mindset to build experiences represents a desired culture change at
PepsiCo.
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Figure C.2. Before and after.

From: To:

Filling open jobs as needed Creating thoughtful developmental
opportunities to build bench

Promoting people to avoid Stretching the very best talent by

turnover giving people the experiences they
need

Working with fair and predictable Talent differentiation and

timelines accelerated development where it

makes sense

Keeping the best in your own Facilitating cross-divisional and
backyard cross-functional moves to ensure
well-rounded future leaders

Stretching the best talent via piling Ensuring appropriate support and
on more work and fewer resources strong teams to ensure success for
the business and the individual

Implementing the Successful Leadership-Development Strategy

As part of the annual planning process for the organization and man-
agement-development function, each year PepsiCo brings together
the corporate and divisional organization-development and training-
and-development teams for a two-day alignment meeting. The meet-
ing is led by Church, and the agenda covers such topics as best prac-
tices, core process alignment, enhancement or introduction of new
conceptual models, research plans, data-based insights, process im-
provements, and new strategies. Through recommendations from this
meeting, tight links with the broader HR annual planning process
with all of the chief personnel officers, and the annual objective-
setting process, programs, processes, and systems shift to reflect
changing needs.

Implementation of Leadership-Development Programs

Delivery of corporate core programs is consistent and under the con-
trol of the vice president of executive learning. Delivery of the divi-
sional programs is left to the divisions, and there is inevitably some
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variation, depending on the business needs of the respective divi-
sions. PepsiCo rarely, if ever, out-sources the delivery of its core pro-
grams, although it does sometimes involve external speakers.

PepsiCo’s leadership-training programs focus on building strengths,
changing mind-sets, and developing capabilities, not remediating weak-
nesses. Most of the programs are standardized, but there is room for
customization through coaching and mentoring.

There are only two full-time employees dedicated to leader-
development programs at the corporate level. Several additional full-
time employees also exist at the corporate level to support the cross-
divisional HR-process agenda (e.g., 360-degree feedback, leadership
competencies, and talent-management process).

Evaluating Success

PepsiCo does not use a formal measurement system to evaluate the
success of its leader programs. It does not perform many program
evaluations outside of an on-site reaction sheet. One major exception,
however, is for the CEO’s Executive Leadership Program, where parti-
cipants are required to send an e-mail to the CEO one month follow-
ing the program outlining what they intend to do differently on their
jobs and in their personal lives as a result of having attended the
program. Then, at the six-month point, they must write a second
e-mail describing what they have actually done differently. The CEO
personally reads all of these follow-up e-mails and hosts a conference
call to discuss themes with the group and address any common barri-
ers that the participants report having faced in achieving the changes
and results they had planned. These personal reports of the impact
the program has had on the participants’ jobs, careers, and even on
their personal lives carry far more weight with the CEO than any par-
ticipant-reaction forms collected at the end of the program could ever
have.

Executive learning is not required to quantify any type of ROI for
the leadership-development programs; however, it can point to sev-
eral changes or improvements in the organization that can be tied to
leader-development programs and strategy. These include:
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A A consistently strong and deep bench of future leaders
A Adding to the reputation of the organization
A Increased innovation

A Changes in behaviors and performance of program partici-
pants

A The evolution to a culture where ‘“‘leaders develop leaders” is
increasingly embraced

Other tools used to collect feedback and monitor leadership pro-
grams include the organizational-health survey, 360-degree feedback,
and individual development plans.

Communicating Success

Past program participants and the leaders doing the actual teaching
of sessions serve as enthusiastic advocates of the programs and their
impact. The programs are widely known internally to be very engag-
ing, and there is a significant level of pull from clients in the divisions.

Assessing for the Future

Data and insights gleaned from the 360-degree feedback process,
leadership-competency discussions, functional assessments, various
employee profiling efforts, organizational-health surveys, and annual
People Planning discussions and reviews with the CEO and other sen-
ior leaders are used to assess current and future needs.

Innovative Aspects

According to Russell, one of the more innovative practices that PepsiCo
has implemented is the corporate athlete concept. Another innovative
practice is the Music Paradigm. Due to PepsiCo’s global nature, it has
to be careful not to bring in anything that is uniquely American in
nature.



196 DETAILED CASESTUDIES OF BEST-PRACTICE COMPANIES

Lessons Learned

Russell and Church shared the following lessons learned regarding
leadership development:

A Senior leadership ownership is imperative.

A Build a strategy that is linked to other processes, efforts, and
cultural initiatives.

A Provide the right level of tools and content for the target popu-
lation.

A Customization for the culture is critical.

A Leaders-develop-leaders is a powerful training methodology.



PricewaterhouseCoopers

Site Visit Hosts:
A Jim Klee, Chief Operating Officer, Learning & Education

A Kathryn Kavanagh, Managing Director, Partner Leadership De-
velopment, Learning & Education

A Dan Goepp, Managing Director, Assurance Practice, Learn-
ing & Education

Organization Overview

PricewaterhouseCoopers (PwC) is a professional services firm that
provides industry-focused assurance, tax, and advisory services to 85
percent of the Financial Times Global 500 organizations. PwC em-
ploys more than 130,000 people and operates in 771 cities in 148
countries around the world. In fiscal year 2000, it reported revenue
of more than $22 billion.

Unlike a corporation, in which a CEO and leadership team man-
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age the company, PwC is a partnership comprising a global network
of firms, each composed of partners. The U.S. firm, on which this case
study is based, has over 2,000 partners who act as owners and CEOs.
The senior partner is elected by the partners and sets out a strategic
direction for the firm. The U.S.-based firm employs approximately
29,000 people and operates in five regions (Northeast, New York
Metro, Southeast, Central, and West). In fiscal year 2006, U.S. reve-
nues were almost $7 billion.

PwC was one of Fortune magazine’s ‘100 Best Companies to
Work For” in 2005, and it was ranked number thirteen in the “Train-
ing 100" in 2005. Jim Klee, chief operating officer (COO), Learning &
Education, says that although external recognition is good, the firm
has not made its improvements for the sake of public accolades but
rather to serve the organization. Now that PwC is on the lists, it is
driven to continue its efforts to ‘“‘move to the next level.”

"We take people on tours of our offices, and they look
the same-like everyone else’s offices. What you can’t
see on a tour is that it is what is going on in the heads
and hearts of our people that matters.”

—Jim KLeg, COO, LearNiNGg & EpucaTioNn Groupr

PwC operates as a matrix organization. Each partner in the organi-
zation is connected to a variety of reporting structures. The U.S. firm
has a leadership team that consists of a group of senior partners who
are responsible for the lines of service (assurance, taxes, advisory,
etc.) and critical functional areas (chief financial officer, etc.). Busi-
ness units and industry groups reside within each line of service. PwC
professionals need both technical expertise related to assurance or
tax and industry expertise in order to serve their clients. PwC serves
four groups of industries: financial services (FS); consumer and indus-
trial products and services (CIPS); private company services (PCS);
and technology, infocomm, and entertainment (TICE).

Each PwC client is owned by one or more partners, and the part-
ners create a hierarchy of project teams that are assigned to serve



PRICEWATERHOUSECOOPERS 199

the client. According to Klee, client time is king at the firm: “When
prioritizing their work, people always put the client first. This mind-
set is the correct one, but it affects the Learning & Education group’s
ability to deliver training—anything that takes the PwC professional
away from client work must be world-class, worth the investment, and
worthy of taking people away from the client focus.” Training must
directly result in a person’s ability to serve the client better. Klee adds,
“Basically we produce ideas, and it is the relationship with other peo-
ple internally and externally that really matters to us.”

PwC’s employees must be client-focused problem solvers who are
innovators, continuous learners, team players, initiative takers, and
knowledgeable and skilled advisers. According to Kathryn Kavanagh,
managing director, Learning & Education, the accounting world is
becoming increasingly regulated, and finding the right balance be-
tween innovation and risk taking is increasingly important. PwC is
training its leaders to take calculated risks that will not be the wrong
kinds of risks but will keep them a creative and evolving organization.

In 1998, PwC was created by the merger of two professional ser-
vices firms (Coopers & Lybrand and Price Waterhouse). In order to
bring the two cultures together, leaders brought employees from
both entities together to create a set of values that represented both
legacy firms. The values have become embedded in the PwC culture,
and employees use them in decision making. The values are shared
and promoted with new hires (numbering 8,000 annually), many of
whom are recent college graduates. They help these individuals un-
derstand the culture of the firm, which is fast-paced; competitive;
deadline-driven; professional; team-oriented; increasingly diverse;
and local, national, and global.

PwC has an incredible need for knowledge. Clients expect that
the firm’s employees know more about the business and profession
than they do. Legislative and technical changes happen rapidly, and
firm leaders, partners, and staff need to sift through information, se-
lect what is important, and understand the changes and their implica-
tions to ensure they are always current. The firm’s client-service
philosophy is clearly articulated in its values, which are built on trust,
quality, and pride. They include:
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A Excellence (in innovation, learning, and agility)
A Teamwork (involving relationships, respect, and sharing)

A Leadership (involving courage, vision, and integrity)

The strength of PwC’s culture and the connected thinking of its
people help differentiate it from competitors.

Leadership-Development Philosophy

The strength of PwC’s partnership culture and the firm values are
the central drivers of the firm’s leadership-development strategy. PwC
views all of its partners as leaders, even those who are not in leader-
ship roles. Leadership-development investments have been strategi-
cally focused in two areas: (1) at the partner level, and (2) at key
milestones (for example, a program for new managers). The long-
term vision is that every key milestone will include a significant lead-
ership experience.

Coaching is fundamentally embedded into all of PwC’s leadership-
development opportunities. Effective coaching is a broad initiative
across the firm at all levels and is part of the culture that is integrated
into every process and activity point across the organization. Anyone
in the firm is encouraged to give anyone else feedback through the
feedback program. At the partner level, it is the responsibility of the
primary reporting partner (PRP) to synthesize all of the feedback and
performance accomplishments and to balance that with personal
knowledge of the partner for whom he or she is a coach to ensure it
is meaningful and constructive. Each partner has a primary reporting
partner who is responsible for helping develop, support, evaluate,
and coach the partner. Each partner receives direction and priorities
from his or her line of service leadership and office leadership
through what is referred to as an office managing partner (OMP), who
resides in the local office and manages office and local market activi-
ties. Partners receive feedback from a secondary reporting partner
and other commenting partners. The partner also is responsible for
serving the needs of a connectivity group (a group of staff members
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who are assigned to the partner), regulators, and clients. All of these
people have an impact on what it means for a partner to be a leader.

The philosophy of leadership development has been to align lead-
ers around the strategic direction of PwC in the United States and
enable them to be agile learners who can effectively operate in a con-
stantly changing environment. The firm wants to be known as distinc-
tive, a quality that it believes will lead to profitable growth. So that
people will be able to distinguish the firm from its competition, PwC
must provide high-quality services and what it terms a ‘‘unique people
experience’’ and a ‘“‘unique client experience.”” All of the work in the
leadership area is connected to becoming distinctive.

Developing Leadership Strategy

PwC has a simple organizational structure. Employees enter the work-
force as associates and work their way up to senior associate, man-
ager, and senior manager (or director). The next rung in the ladder is
either managing director or partner. Primarily, the managing director
position is for individuals with management or deep technical skills
who will not become partners, although there are some circum-
stances where a managing director may be admitted to the partner-
ship. Generally, all partners are client-service partners in some form,
and they are responsible for generating revenue. A typical twenty-two-
year-old new hire can aspire to achieve partnership by the time he or
she is in his or her midthirties.

Historically, when an employee achieved partnership, formal
classroom development became less important. According to Klee,
partners were often expected to pick up new learnings on their own.
Over the last several years, that has changed. Much of the work that
the Learning & Education group has done since 2001 has been in
nurturing and growing the partners. Klee says, ‘“‘Partners are hard-
working and achievement-oriented. The individuals who make part-
ner are a special breed. They are capable of a lot if left on their own,
but they are capable of much more if we can work together with them
and if they can help each other.” Cooperation and collaboration oc-
curs successfully in pockets of PwC, and one of the goals of the Learn-
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ing & Education group is to expand those practices throughout the
firm.

A partner can gravitate toward one or more of these leadership
roles within PwC:

A Client Leaders. Eighty percent or more of the partners will be
in client-facing roles, owning a customer relationship, and indirectly
or directly managing teams. The highest level of client leader is the
global engagement partner, who leads a global engagement team or
serves an international client.

A Business Development Leaders. This includes approximately 5
percent of the partner population and is growing.

A Organization Leaders. Five to 10 percent of the partners could
assume organization-level leadership roles. For example, there are ap-
proximately seventy offices that have an office managing partner or
site leader.

A Thought Leaders. Approximately 5 percent develop their tech-
nical expertise and serve as reference for others.

A Functional Leaders. Less than 1 percent will fall into this cate-
gory. Such leaders run a service operation such as human capital,
marketing, or finance. Everyone in these roles continues to have cli-
ent responsibilities, so all partners are serving clients.

PwC'’s leadership-development strategy is driven by the firm’s sen-
ior partner, who is passionate about developing leaders. He attends
all major leadership events. Although ultimately driven by this individ-
ual, PwC’s leadership-development strategy is inclusive. No one
group is responsible for the leadership strategy—it is collaborative
and iterative. The strategy was developed and continues to evolve
through an inclusive representation of firm leaders from PwC’s line-
of-service, tax and advisory, leadership-development, human re-
sources (HR), and partner-affairs organizations as well as the U.S.
leadership team. (Partner Affairs is a group responsible for managing
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all matters related to partners including their compensation and part-
nership agreements.)

Ties to the Business Strateqgy

PwC'’s leadership-development strategy is aligned with the firm’s “‘dis-
tinctive firm”’ strategy. Below the strategy, there are business goals in
the areas of people, clients, and quality. The leadership strategy grows
out of both of these frameworks. All of PwC’s key leadership-
development programs incorporate a focus on different aspects of
people, clients, and quality. Each aspect of the business strategy has
a framework that was developed and rolled out firm-wide, and the
leadership-development programs are designed to reinforce these
frameworks. Through a comprehensive leadership strategy and a re-
lated broad human-capital strategy aimed at the ‘‘unique people expe-
rience” (part of the business goals), the U.S. firm attained its ranking
on Fortune magazine’s “100 Best Places to Work in 2005.” Since
2001, the leadership-development strategy has evolved annually as
part of the strategic planning and budgeting process.

Ties to Culture and Values

PwC’s values serve as a cornerstone for the firm’s leadership-
development programs, its human-capital initiatives, and its perform-
ance measures for all of its employees and partners. There are formal
leadership-development programs that focus on alignment with firm
strategy and culture, an employee and partner opinion survey con-
ducted twice a year, and a firm-wide coaching model designed to cul-
tivate and reinforce a coaching culture. The firm has documented and
published the firm values, which are frequently referred to and em-
bedded in learning programs and work processes for the entry-level
associates on up through the partner level. The firm’s values of leader-
ship, teamwork, and excellence are also embedded in the recruitment
and selection process.

Much of this emphasis has been driven by PwC’s senior partner,
who, along with his predecessor, had a vision for a distinctive organi-
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zation and the process of developing partners who are leaders in busi-
ness, leaders with their people, and leaders with their clients.

The Leadership-Competency Model

The firm’s values are the fundamental underpinning of the universal,
core competencies by which all staff are measured. PwC has five lead-
ership competencies: (1) developing self and others (coaching), (2)
contributing to team success, (3) communicating with impact, (4)
having change agility, and (5) demonstrating courage and integrity.
Before this list of competencies was implemented, an individual
could be extremely successful in the firm without a strong focus on
taking care of his or her people. The competencies have been a critical
contributor to changing that mind-set.

The universal list of competencies was deployed in 2005 and has
had a strong impact in its short life. According to Kavanagh, deploying
the competency model was a critical milestone for PwC because the
competencies apply across the organization and are directly tied to
the values and strategic objective of the firm. Before the competencies
were in place, the firm resembled a siloed law firm, with people devel-
oping various competencies, some of which originated from the two
legacy firms that formed PwC. Staff members today who move around
the organization can be evaluated across a consistent set of criteria.

The partner level requires a subset of leadership competencies
that align with the universal competencies:

A Partners/Team Leadership. Effectively directs and influences
the collaborative output of others to achieve firm and client goals.

A Coaching and Development. Focuses on developing and en-
hancing the skills of others, helps others become more effective, and
serves as a resource for others’ development efforts.

A Social Respect. Demonstrates sufficient self-comfort/awareness
and awareness of others in business/social situations to gauge impact
on others and adapt respectful, effective behaviors in real time.

A Professional and Personal Courage. Recognizes when a per-
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sonal stand is professionally necessary and, with seasoned judgment,
will address the issue; when necessary, will involve self and others to
resolve conflict effectively.

A Learning Agility. Draws meaning from experiences and, un-
shackled with pride, modifies approach, based on learned meaning.

PwC developed the competencies with help from both internal
and external consultants.

Budget for Leadership Development

Leadership development is highly supported by the firm. The devel-
opment team submits a strategic plan that outlines the outcomes of
the programs, and the budgeting decision is based on the outcomes.
According to Kavanagh, if something is believed to be important, PwC
typically finds the money to do it. However, this strategy has been a
double-edged sword for the Learning & Education team because it
means that its work is forever expanding. Ultimately, the lines of ser-
vice pay for the training, but the expenditures are managed centrally.
The Learning & Education budget has stayed flat since 2004, but areas
of focus have shifted. Approximately 60 percent of all PwC training is
technical.

Building an Integrated Leadership Roadmap

The PwC leadership roadmap is evolving and becoming more robust
each year. The roadmap begins with the firm’s values and strategy,
leadership competencies, and strategic linkages. PwC invests in mak-
ing the firm a great place to work and an organization in which every-
one receives comprehensive coaching and mentoring. One of the
strategic links is the firm’s Pulse Survey, an employee opinion survey
conducted semiannually. The scores on the survey are trending up,
and PwC uses the input from the partners and staff to focus its initia-
tives and activities, which include the following:
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A PwC University. Every two to three years, all partners partici-
pate in a significant leadership-development activity that aligns the
partnership with strategic messages and values.

A Quality Lens and Preferred Provider. These two programs that
focus on partners and managers are affected by the changes brought
on post-Enron and by Sarbanes-Oxley.

A Primary Reporting Partners. The focus of PwC’s Primary Re-
porting Partner role has shifted to emphasize the developmental por-
tion of the role rather than just the evaluative aspects. Thus, this
program was put together to help the partners navigate these new
responsibilities and gain skills and tools to use in coaching their col-
leagues.

A Starting Out Able and Ready (SOAR). This is a three-year pro-
gram for newly admitted partners.

In addition, there is a coaching curriculum that spans all levels
of the organization. Leadership-development programs are designed
with career progression in mind. Each program concentrates on a
specific area of an employee’s career ladder. Most of these initiatives
concentrate on the partner level, and although they do not represent
all of the firm’s efforts, they are representative of leadership develop-
ment and the ways it is helping to evolve PwC culture. Let’s look at
each of these programs.

PwC University

In 2001, partner development was top-of-mind for PwC’s manage-
ment committee. The firm had undergone tremendous change due to
the merger, and a specific PwC culture had not been developed. To
address this, the U.S. Management Committee and the Learning &
Education group developed the concept of PwC University.

After reviewing several options, the team commissioned Duke
Corporate Education (Duke CE), rated highly for worldwide custo-
mized learning, to help in program development. PwC’s leadership
training had to be customized and had to address the issues in the
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organization. It could not be “‘off the shelf.” Together, the two organi-
zations developed key themes that would drive content and design.
Their challenge was to create a partner-development environment
that is:

A continuous learning environment (not just an event)
State-of-the-art, distinctive, and ‘‘at the edge”

Firmly grounded in the business and the strategy
Designed to focus on partner behaviors and values

A
A
A
A
A Intended to build culture and to energize the partnership
A

Centered on a residential experience

The development team included accountants and technical pro-
fessionals, typically not the type of individuals who would design a
distinctive, at-the-edge program. However, the team was willing to
take risks to develop a program that made a difference in the culture.
At the time, the partners were feeling neglected because they were
often not involved in making the decisions that affected them. There-
fore, a vital part of the training had to involve giving partners an un-
derstanding of their role and a voice to express their problems and
concerns.

The sessions involved ‘‘experiences’ (i.e., metaphorical, experi-
ential learning situations) in the mornings and related teachings in
the afternoons. It removed the partners from their daily business lives
in which they are “‘the experts” into “learning experiences’ in which
all partners are equally inexpert and outside their comfort zones. The
training centered on the values of the firm (leadership, excellence,
and teamwork) and critical attributes of client service (trust and qual-
ity). The goals of the training were to:

A Bring additional quality into the business

A Take responsibility for managing the day-to-day people experi-
ence and creating a productive work environment
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A Act as one firm

A Build great relationships

A Create a sales and business-development mind-set
A Be a successful partnership

A Drive the client-service attributes, relationship-development
attributes, and core values throughout the organization

However, the Learning & Education team realized that the goals
could not be met through lectures; they had to be inculcated through
experiences. Having partners experience how it feels to meet the
goals became part of the delivery strategy.

The “‘experience’” brought partners from both merged firms to-
gether to work through their “legacy baggage.” One way they accom-
plished this was through an experience of changing tires on a race car
where the partners acted as part of a NASCAR team and learned to
work the way teams do in a racing-pit crew. The debriefing that fol-
lowed allowed partners to relate the experience back to the consult-
ing world. The partners were fully engaged because it was fun and
out of the ordinary, and the experience was easily related to their
work experience

Another “experience’’ used judo to help the partners experience
professionalism, focusing on the moment, and working through is-
sues strategically and tactically. The pilot program was held at a cen-
tral site. It was successful, not because it was perfectly integrated but
because the 120 partners from across the country with different back-
grounds realized they were in business together. They ended the pilot
program with a debriefing in which they verbalized how the program
had changed their outlook. After the team had completed a few of
these PwC University programs, leadership development reached a
tipping point, and partners began to seek out places in the sessions.
The program was delivered seventeen times, each session composed
of approximately 150 partners each. Approximately 95 percent of the
partners attended this ‘“‘experience.”

Since the inception of the PwC University experiences, the learn-
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ing team has since delivered PwC University 2, another experience for
all U.S. partners that is described further in this case. The Learning &
Education group designed the sessions in partnership with Duke CE.
Approximately fifteen PwC staff were required to run a PwC University
1 session, and it required thirty additional external part-time faculty.

The development team knew that the sessions would be more
successful if senior management was deeply involved, and so the deci-
sion was made that the firm’s senior partner and two other U.S. Man-
agement Committee members would attend each session. On day
one, the session began with a welcome and introductions, a discus-
sion on firm strategy, Socratic dialogue, and ‘‘Making It Happen.” On
days two and three, the participants engaged in activities surrounding
either ‘““Becoming a Great Place to Work’’ or ‘“World-Class Client Rela-
tionships.” On day four, the session concluded with a Habitat for Hu-
manity experience and sessions called ‘“Teaming to Win’’ and ‘‘Power
of Story,” as well as a closing dinner.

One offshoot of the PwC University program is the Extended Lead-
ership Team Experiences program. The program began in 2002 and
continues through today. The program consists of quarterly two-day
sessions that bring the top 100 leaders together. The program is based
on a specific leadership topic, and sessions have covered coaching,
diversity, aligning the partnership around strategic messages, and in-
volving others beyond the extended leadership team in the firm.
These topics are determined through a series of visioning sessions
conducted periodically with the firm’s top leadership.

In 2005 and 2006, a PwC University 2 experience was delivered.
Unlike University 1, which was conducted at a national level, PwC
University 2 is delivered in seventeen local markets (localities where
work is done). Each of the office managing partners plays a significant
leadership role in the University 2 experience. This allows the pro-
gram to target specific market needs while maintaining an overall con-
sistent framework. Prior to the session, work is done with each office/
market managing partner and a consultant to identify the key chal-
lenges that are keeping the market from becoming distinctive. Each
session has had a different tone, as dependent on the skill level of the
office managing partner, and helps participants determine the action
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plans and accountability that will increase PwC'’s distinction in their
market. The result of each session is a set of commitments they make
to each other concerning their market.

The advantages of the University 2 program are that it allows the
local offices to discover areas where they are distinct and employ
those attributes more consistently across all areas. It also encourages
change to be embedded in daily work, making ‘‘things that matter,”
such as coaching, a higher priority and therefore more part of the
culture.

Because the participants in University 2 work harder and do not
have as many fun activities, Learning & Education has more difficulty
attracting participation for the three days. However, because leader-
ship commitment is as deep for University 2 as it was for University 1,
a total of 90 percent of the partners have also attended University 2 at
the time of our site visit (mid-20006).

Quality Lens

The highly publicized corporate scandals that have occurred over the
past few years challenged many of the partners in PwC to question
whether they were still able to bring quality and trust to their client
relationships. For example, before the collapse of Enron, the industry
had become commoditized. Professionals were simply checking
boxes after they had completed auditing tasks, and jobs were given to
the low-cost provider. Enron taught clients that they needed to ask
the auditors not only whether they had the right numbers but also
how they knew they had the right numbers.

After Enron, PwC’s leadership had to return to a focus on the
quality of both the audit and the conversations with the clients. Qual-
ity Lens 1 was created in 2002 by designers who understood that the
industry had six to nine months to prove it could still be noble and
clients could trust the audit and the auditor. Its purpose was to teach
participants to form a point of view, communicate difficult messages,
and increase trust in relationships.

Quality Lens focuses on assurance and quality practices. It was
created to help partners work together so that the company and indi-
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viduals will not be faced with the corruption that can occur when
individuals act on their own. PwC’s message is ‘‘consult, consult, con-
sult.” No matter how much pressure partners are under, they are
required as owners of the company to consult with one another di-
rectly.

Quality Lens is built on the PwC University 1 model. Its objective
is to develop technical expertise through metaphorical experiences.
For example, participants accompanied doctors on medical rounds.
They learned from doctors how to diagnose a patient and how to
deliver a difficult message to a person. The program included impro-
visation with professional actors and other metaphorical experiences.

During the first year of Quality Lens, it was paralleled by a pro-
gram called the New Manager Experience that helped managers ad-
dress the challenge of quality. Owing to the program’s success, the
firm decided to bring partners and managers together for the second
version of Quality Lens (Quality Lens 2), which involved learning by
doing. Its purpose was to help participants learn how to conduct
process auditing and recognize fraud. The delivery team gave the par-
ticipants sample work papers and had them listen to interviews con-
ducted with CEOs (played by actors). By observing these simulations,
the participants determined what type of conversations they would
have to have with the clients to ensure that fraud was not occurring.

The Learning & Education team also developed innovative activi-
ties about detection and deception. In one exercise, one member of
a three-person team steals a $100 bill. The team is allowed to keep
the money if its members can survive an interview conducted by the
participants who try to detect who took the money. Participants learn
to focus not only on what is said, but also on how it is said.

Quality Lens 3, designed in 2004, was tactical; it focused on the
specifics of the audit methodology. The newer partners accepted the
training well, as did the veteran partners who were performing audits
in the 1970s. They were pleased that auditing was reverting to a holis-
tic approach. However, the Learning & Education team did discover
that partners in the middle bracket had a difficult time with the proc-
ess approach.

Over recent years, Quality Lens has grown more technical, and the
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Learning & Education group has been asked to bring back some of
the nontechnical core behaviors such as diversity training, coaching
skills, and reinforcing culture.

Quality Lens works in conjunction with PwC University, reinforc-
ing its messages.

Preferred-Provider Program

Leadership training helps partners realize that, throughout their ca-
reers, they must learn and grow to meet the changing needs of the
environment. The fallout from Enron and the implementation of
Sarbanes-Oxley regulations required PwC and all accounting firms to
change their business models to a great degree. This affected many of
their partners, who found themselves having to learn how to work
differently. To help them in this transition and the redeployment of its
partners, PwC’s Learning & Education group developed the Preferred
Provider Program.

PwC sees itself as having two channels of business now. Channel
one is defined as its traditional audit business. It is trying to grow
channel two, which involves a consulting relationship with a company
that does not use PwC for audits. Under the Preferred Provider Pro-
gram, some partners are now developing expertise in selling to and
serving channel two clients. The partners who remain in channel one
can focus extensively on the quality of the audit.

Coaching Skills for Primary Reporting Partners

As previously stated, the primary reporting partner (PRP) is the per-
son to whom partners in a specific industry or geographical area re-
port for evaluative and developmental purposes. The PRP is both an
evaluator and a coach. In recent years, the firm has found itself facing
leadership challenges in handling the dynamic of young partners with
only five years of experience moving into the role of primary report-
ing partner and trying to coach and mentor people with fifteen to
twenty years of partner experience. PwC has approximately 350 re-
porting partners. During the past three years, the firm has worked to
find the correct number of people who can play this role effectively.
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Ideally, a PRP will mentor and coach five to seven individuals; how-
ever, some primary reporting partners coach only one partner while
others serve ten to eleven partners—a larger number that creates chal-
lenges for that individual.

Through feedback from the first session of PwC University 1, the
firm learned that partners did not feel supported in their growth and
development. As a result, firm leaders began three initiatives: (1) a
critical review of the income system for the partners, (2) a redefinition
of the role of the primary reporting partners, and (3) an investment
in increasing the coaching skills of the primary reporting partners. In
2003 the firm offered a program called Coaching Skills for Primary
Reporting Partners to every PRP with five or more partners to coach.
The two-day program helped the primary reporting partners under-
stand their roles and practice their coaching skills. Each PRP was as-
signed an external executive coach who worked with him or her
during the session and was available for three months following the
session. The partners also engaged in role play with professional
actors to handle difficult partner-to-partner conversations. Here are
two examples:

1. A high-performing partner has an Achilles’ heel that will hold her
back from long-term success. The primary reporting partner needs
to motivate her while simultaneously helping her to recognize the
blind spot.

2. A partner has reached a career plateau and will not be moved to a
higher responsibility level (higher responsibility levels equate to
more partner shares, a higher income, and status as a partner).

The external executive coaches deliver this role-playing fishbowl
session to ten or fewer people. The participants are able to start and
stop the action, do conversations over, and learn from each other.
The development team selected the external coaches carefully. Duke
CE helped with the initial screening, and each prospective coach was
individually interviewed.

The program has been successful, and partner feedback ranks in-
teraction with the external coaches and the role play higher than any
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other part of the program. Firm leaders are strong program support-
ers and allow themselves to participate and ‘‘fail’’ along with everyone
else. The program is required for all new primary reporting partners.
Currently, the firm asks that even PRPs with only a few partners to
coach go through the session. Developers of the program have seen
improvement in the scores that partners give their primary reporting
partners for the skill on which they are evaluated.

As of 20006, the original coaching-skill training for primary report-
ing partners has an extension, a coaching workshop. One hundred
partners recently participated in a four-hour workshop leading up
to the 2006 evaluation process. The partners presented the personal
challenges that they knew they would be dealing with in real life. They
practice writing and delivering the feedback. During the workshop,
the participants practice with each other, not with professional actors.
However, the team doubts that the participants would be able to role
play as well if they had not worked with the professional actors during
the main course. The proceedings of the workshop are confidential,
which helps the partners maintain trust and encourages experimenta-
tion.

The Starting Out Able & Ready Program

A strategic focus on young partners began in 2003, when the demo-
graphics of partnership began to shift with 50 percent of partners
having fewer than seven years tenure as partner. The Starting Out
Able & Ready (SOAR) Program is a three-part series designed to accel-
erate the development of individuals during their first three partner-
ship years. The program addresses the mind-set shift from being an
employee to being an owner of the company, because partners need
to understand that they have the power to determine the success and
culture of the firm.

SOAR is delivered through a combination of external world-class
faculty, high-performing senior partners, and leadership partners (in-
cluding board members or partners). A maximum of forty-eight parti-
cipants are in a single SOAR group. SOAR has three phases, each
lasting one year.
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Phase 1 begins with the take-off event—an individual assessment
session with an executive coach. Then, during a three-day residential
meeting, they are observed by faculty as they are engaged in various
activities, and they meet one-on-one with an executive coach. The
final activity of the three days is the development of a two- to three-
year development plan that outlines where they would like to go as
partners.

Before this program, executive coaches were not used routinely;
they coached individuals only for the purpose of solving problems.
Partners are beginning to realize that executive coaches do more than
help solve problems—they also help take advantage of major oppor-
tunities. The process is increasing the importance of coaching in the
firm.

For each partner, the executive coaches synthesize psychometric,
client, senior partner, peer/upward feedback, and behavioral data.
They identify significant patterns and themes within each partner’s
data; they assist partners in prioritizing development areas and creat-
ing development plans. Primary psychometric data includes: (A) FIRO-B
(Fundamental Interpersonal Relationship Orientation-Behavior), which
measures how individuals behave toward other people and how they
expect others to behave toward them; (B) Learning Agility, which
measures the ability to learn from experiences and apply what is
learned to new situations; and (C) Ambiguity Architect, which mea-
sures the ability to handle uncertainty.

Partners are also measured on observable problem-solving experi-
ences, role-play experiences related to situations requiring profes-
sional courage, participation in small-group discussion, participation
in one-on-one coaching, and peer coaching/contributions. During a
final session following the residential experience, the new partner,
the executive coach, and the new partner’s primary reporting partner
meet, and the executive coach hands off the coaching and mentoring
responsibilities to the primary reporting partner. Only a small per-
centage of partners request additional coaching after the three
months that is provided.

Phase 2 focuses on building connections (relationships) with cli-
ents, peers, and staff. During a two-day event, the partner receives
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personalized instruction related to influence through negotiation and
conflict management. Skills include conducting difficult conversa-
tions and building trust, and there are activities designed to build
those skills. Partners are videotaped and critiqued during these activi-
ties. Additionally, an FBI hostage negotiator helps them practice dem-
onstrating empathy.

Studies show that the most distinctive attribute of a partner in one
of the Big Four consulting firms is his or her ability to build and main-
tain relationships. Phase 2 results in a plan to build personal networks
and long-term relationships.

Phase 3 examines the road ahead. It focuses on examining the
types of career paths open to partners who learn about the additional
opportunities that they can gravitate toward. Some are interested in
organizational leadership, and some in client leadership. Coaching
and guidance about their career options are provided. It also explores
ways to achieve work/life balance. The firm is currently redesigning
this phase and debating whether it would like to identify certain part-
ners as having key talent and high potential.

Alignment Across Leadership Programs and Business Strateqgy

Before each leadership-development program is rolled out, the de-
sign team consults with a committee of designated leader-partners
who serve as a strategic sounding board to ensure alignment around
the correct messages.

Leadership-Development Approaches and Tools

The firm uses a variety of tools and approaches in its leadership pro-
grams, including action learning on business issues; Internet; classroom,
instructor-led lectures; intranet; classroom, case-based discussion;
job assignments/rotations; leadership and/or facilitation of one or
more communities of practice; mentoring/coaching; facilitated small-
group discussions; electronic performance-support systems; special
assignments; experiential learning; teleconferencing; and access to
external executive coaches.

PwC'’s leadership programs address a variety of topics, including
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building self-awareness, quality, change management, customer ser-
vice, specific business issues, diversity, specific strategic initiatives,
ethics, strategic planning, innovation, integrity, talent management,
interpersonal behavior skills, values, leadership styles, visioning, and
motivation/empowerment. An increased focus on coaching is a key
issue that brings the entire organization together. The firm is concen-
trating on developing coaching skills in a wide variety of individuals
and is making coaching part of everyday activity. When employees are
open and look to one another for help and advice, the firm is safer
from fraud and scandal.

Executive Support for Leadership Development

PwC’s U.S. Management Committee (the organization’s highest-level
leadership team) is highly involved in all decisions regarding partner
leadership development and involved to an appropriate degree in set-
ting the vision of leadership development at all other levels. All mem-
bers of this committee demonstrate their support through attending
key partner programs where they speak, lead, and are highly involved
in the discussions and, in some cases, participate along with other
partners and participants. At other levels in PwC, the appropriate
leaders attend key leadership-development programs to ensure the
right messages are getting across in terms of organization strategy as
well as making themselves available to the participants for Q&A
around any topic.

Implementing the Successful Leadership-Development Strategy

PwC'’s business strategy changes as its business needs change, which
in turn causes them to periodically reexamine their leadership strat-
egy. The organization constantly reevaluates the leadership skills re-
quired to accomplish the business strategy and adjusts the leadership
strategy accordingly. This occurs in collaboration with the organiza-
tion’s highest level of leadership and leadership from the learning
organization.

Training is redesigned and updated frequently to align with lead-
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ership messages and business shifts, and the PwC University Experi-
ence is different every three years. Leadership training follows a
systemic approach that is built incrementally year to year. Most pro-
grams are delivered nationally or regionally without variation because
the consistency of message is critical.

Governance

The Learning & Education group is part of PwC’s human-capital orga-
nization and employs 250 individuals, a small subset of which focuses
only on leadership development. Learning & Education is affected
by PwC’s matrix structure because it has to satisfy a wide range of
stakeholders. The complexity of the firm causes interesting organiza-
tional dynamics. Employees continually have to weigh and assess pri-
orities. One employee may be asked to devote his time, effort, and
energy to a line-of-service leader, an industry leader, and office-level
manager simultaneously.

Leadership-development teams include both internal and external
resources. The internal group develops the vision for the programs,
and external vendors do most of the design and delivery work. The
partnership with Duke Corporate Education is strong and has been
involved with many leadership projects.

Evaluating Success

Like many organizations, PwC is very measurement-oriented. Kava-
nagh says, ‘“We are masters of acting on the things that are mea-
sured.” One measurement tool is the Pulse Survey, a biannual
employee opinion survey. The survey measures level of job satisfac-
tion, quality of programs, and behavior change (among other things).
The survey questions were developed internally and had not changed
substantially until a few new items were added in 2004. PwC tracks
the survey results over time. Top leaders focus on the survey results
and use them to prioritize improvements.

PwC has seen great progress at all staff levels in a wide range of
areas, and the percentage of the employees responding to the survey
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increases each year. In fact one result of the survey and resulting ac-
tions taken by leaders has been a turnaround of negative perceptions
(lack of trust) on the part of employees who now see the commitment
from leadership to make changes in the firm.

All PwC learning programs are evaluated on the reaction level.
Annually, the learning-effectiveness team helps each group create a
plan for higher-level evaluations for certain programs. The team also
uses a success-case method in which it surveys the entire group and
conducts follow-up conversations with the high and low scorers.

A learning-effectiveness team resides in the Learning & Education
group. This team is responsible for identifying evaluation tools and
helping to create an evaluation or an assessment (a measure of knowl-
edge level) for every program at every level. The team consists of six
individuals with backgrounds in assessment, measurement, and statis-
tical analysis. Several have Ph.D.’s in organizational psychology.

Communicating Success

Successes resulting from the leadership-development programs are
communicated in a variety of ways. For example, PwC’s chairman and
senior partner has a weekly conversation with the firm’s partners, and
values are part of that communication. Additionally, there’s a monthly
communication to the staff that includes values and actions to take
on survey results.

Assessing for the Future

As part of the strategic-planning process, development needs of the
future are identified. Typically, these are targeted out on a three- to
five-year future horizon. Both Learning & Education and firm leader-
ship work together on this process.

Innovative Aspects

According to members of the Learning & Education team, some of
PwC'’s innovative leadership-development practices include the SOAR
program, the primary reporting partner training, the use of metaphor-
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ical experiences, role playing with professional actors, and follow-up
and integration measures conducted after the SOAR take-off event.

Critical Success Factors and Lessons Learned

Critical success factors for PwC’s leadership-development strategy in-
clude:

A Involving leadership in training

A Building on successes (which creates an atmosphere in which
employees want to learn rather than being forced to participate in
programs)

A Making strategic choices that will result in high impact
A Integrating training with other processes such as coaching

A Realizing the process of building a fully integrated road map is
long

Creating an atmosphere of trust in a virtual environment is a key
challenge for the firm. Partners must trust one another, even when
they cannot meet face-to-face. To achieve trust, the firm has identified
what it means to be a partner and the qualities that one partner can
expect when interacting with another. The compensation system
helps to increase trust because it is based on the profitability of the
firm as a whole. Partners become willing to work for another’s suc-
cess.

Trust is also important in an environment where a distinction is
made between partners and the staff. Leaders in PwC continue to be
uncertain whether a staff member would have the courage to be open
and honest if the information were shared with partners. Learning &
Education intends to build activities into future leadership training to
facilitate the development of trust among levels.

The firm is considering training some HR professionals to help
with some coaching tasks and is increasing coach training across the
organization.

Two key factors in PwC’s current success are (1) replacing change-
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resistant partners in leadership roles (some through retirement) and
(2) changing the reward and recognition system. Partners should be
rewarded when their staffs have a manageable level of overtime and
are able to take vacations.

Kavanagh notes that leadership development is a journey that
never ends. Patience is essential. Teams should select strategic places
to make an initial investment and build on the investment in the fu-
ture.
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Washington Group International

Site Visit Hosts:

A Jennifer A. Large, Vice President, Integrated Staffing and Talent
Management

A Stephen P. Muller, Director, Employee Development

A Larry L. Myers, Senior Vice President, Human Resources

Organization Overview

Washington Group International (Washington Group) provides engi-
neering, construction, and management solutions to businesses and
governments worldwide. Headquartered in Boise, Idaho, with more
than $3 billion in annual revenues, the organization employs approxi-
mately 24,000 people around the world and holds leading positions
in defense, energy and environment, industrial/process, infrastructure,
mining, and power markets. The organization engineers, constructs,
and manages industrial facilities, power plants, clean-air systems,
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transmission and distribution systems, oil and gas plants, dams and
water-treatment facilities, roads, bridges, rail systems, airports, and
other infrastructure. It is making the world a safer place through its
environmental management and defense services, including operat-
ing national laboratories, managing hazardous waste, destroying
chemical and other weapons, and providing security systems for bor-
der and port security. The organization helps the world harness natu-
ral resources by mining everything from coal and precious metals to
zinc, phosphorus, bauxite, and other minerals.

Washington Group’s main customers are government agencies
(including the U.S. Department of Defense, Department of Energy,
and state transportation departments) and businesses ranging from
power utilities and oil and gas companies to leading organizations
across industries including Caterpillar, Kraft, Monsanto, Amgen, and
General Motors. Other organizations in similar markets include Fluor,
Bechtel, Jacobs Engineering, Shaw Group, Parsons Corporation,
CH2M Hill, Parsons Brinckerhoff, and Granite Construction.

Washington Group was cited in 2005 by Hewitt and Associates as
one of the top twenty U.S. companies for developing leaders. Wash-
ington Group has two key priorities: safe operations throughout its
business and attracting, developing, and retaining top talent. The or-
ganization believes that investing in its people will create value for
shareholders. Talent planning and development has been a driving
element of the Washington Group philosophy for the last several
years.

Developing Leadership Strategy

Washington Group’s leadership-development strategy is built into its
mission statement, values, recognition programs, and internal and ex-
ternal communications. According to organization representatives, it
is best articulated in the organization’s threefold mission of ‘‘develop-
ing people, achieving superior performance, and sustained profitabil-
ity.” More specifically, ‘“developing people” refers to promoting
professional growth and development opportunities in a fair and
stimulating environment. ‘‘Performance” refers to developing profit-
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able new businesses and executing with best-in-class performance by
aggressively managing quality, cost, schedule, and safety. Finally,
“profitability”’ means producing profits and cash flows that yield 10
percent annual increases in earnings per share and returns on in-
vested capital that exceed cost of capital. The organization’s underly-
ing belief is that performance and profitability flow naturally when
talented people are challenged and rewarded for their efforts. Be-
cause ‘“‘“The Washington Way”’ encourages the use of similar proc-
esses, procedures, and approaches to doing work, people can find
challenging assignments throughout the organization.

Washington Group’s leadership strategy is twofold. The organiza-
tion strives to provide the best engineering, construction, and man-
agement solutions for its customers. It does this through strong
leadership practices that begin at the top of the organization. In turn,
the organization encourages employees to be well trained and self-
motivated and to accept personal responsibility for their professional
development and growth.

Leadership development at Washington Group is a responsibil-
ity shared among a number of key internal stakeholders. Although
the primary responsibility for strategy development lies at the cor-
porate level, the organization’s six business units provide input
and, in most cases, dedicated resources that focus on the develop-
ment of talent. Leadership-development initiatives are derived from
business-unit strategic plans as they are rolled into the organiza-
tion’s overall strategic initiatives. The organization’s integrated staf-
fing and talent-management function analyzes these initiatives and
proposes leadership-development strategies that are reviewed and ap-
proved by the office of the chairman (the organization’s four-member
senior leadership team). This group is not only kept apprised of
progress, but it is also directly involved in leadership-development
initiatives.

At the working level, employees experience this strategy through
their management team, in which individual goals and objectives are
set to ensure that employees’ work is aligned with business-unit and
work-group goals and objectives. This takes place through the de-
velopment-planning process (known as the Development Planner)
during which managers and employees set goals, measure progress
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against those goals, and set meaningful professional-development ob-
jectives. Washington Group refers to this as a ‘‘three-way partnership”
in which the organization provides development resources, managers
provide advice and coaching, and the employee takes personal re-
sponsibility for his or her performance and development. Ideally, the
at-least-once-a-year development-planning process focuses on using
an employee’s strengths to develop his or her weaknesses.

When this approach was developed about five years ago, Washing-
ton Group recognized that it would be asking many of its managers
and employees to take responsibility for professional growth in a way
that would be unfamiliar to them. One of the ways it addressed this
potential problem was to provide development tools directly to its
workers. An example is an electronic publication called YOU.inc
(‘“you-dot-inc”) in which the company encouraged employees to think
of themselves as individual companies selling their services back to
Washington Group. The publication contained upbeat articles on top-
ics such as how to communicate clearly, how to set goals, and how to
get feedback from a reluctant manager. It also focused on nontraining-
related development ideas—those things employees could do on the
job to learn new skills. Directly and indirectly, YOU.inc improved com-
munications and resulted in buy-in for the organization’s leadership-
development strategy.

In addition to individual development efforts, the organization
often looks for business-unit initiatives that can be elevated and
turned into corporate-wide initiatives. For example, a college gradu-
ate rotation program in one organization was redesigned, refocused
on developing new project managers, and implemented organization-
wide in 2005. Individuals selected to be in the program were both
existing and newly hired employees. The program more than doubled
in size during 2006.

Ties to the Business Strateqgy

As mentioned earlier, business-unit strategies feed corporate strate-
gies (and visa versa) around which leadership-development strategies
are formed. These strategies become the basis of the Employee Devel-
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opment Strategic Plan, a document that shapes and articulates specific
tactical actions to develop leaders. The plan emphasizes development
in three areas:

1. Leadership and management skills (the premier focus in 20006)

2. Technical skills (e.g., project management, business development,
and safety)

3. Business skills

The plan contains both near-term actions to be completed in 2006
and longer-term actions covering several years.

Ties to Culture and Values

Because Washington Group believes that a successful approach to
professional development is a three-way partnership among the em-
ployee, the manager, and the organization, it communicates them in
that manner. The organization’s threefold mission of “people, per-
formance, and profitability”’ drives the organizational culture. When
these terms are used, ‘“‘people” is always placed first as a symbol of
the importance of developing talent in an organization. Further,
Washington Group values (integrity, candor, safety, diversity, account-
ability and responsibility, cooperation and efficiency, and competence
and professional behavior) are clearly articulated and routinely in-
cluded as topics of discussion during its formal training and develop-
ment programs. It is the employee’s responsibility to take active
ownership of his or her development with, as mentioned earlier, the
support of the management team and organization.

The Leadership-Competency Model

Washington Group defines success in terms of competencies and re-
sults. The organization’s twelve competencies (called business skills)
establish the basis for hiring, developing, retaining, and promoting
employees.

Shortly after emerging from financial restructuring about five
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years ago, Washington Group faced significant people-related is-
sues, the most striking being the existence of multiple cultures and
performance-appraisal systems and the lack of a cohesive way to de-
velop talent. The organization assessed a number of competency
models including those from Lominger Limited, British Nuclear Fuels,
the Department of Defense, General Electric, The Center for Creative
Leadership (CCL), and Motorola, and benchmarked them. The bench-
marking process resulted in the organization’s selecting twelve busi-
ness skills that would form the basis of appraising and developing
employees. They are as follows: acts with integrity; builds collabora-
tive relationships; communicates clearly; encourages change; fosters
diversity of people, ideas, and action; gets results; influences effec-
tively; knows the business; pursues self-development; sets high ex-
pectations; shows resilience and flexibility; and thinks ahead.

While the organization acknowledged that the skills list is some-
what brief when compared to other competency models, Washington
Group wanted to keep its approach to a single development process
streamlined, focusing on simple development tools that could be ex-
panded as needed by individual managers and employees. For exam-
ple, a 360-degree feedback process used for senior managers includes
more than sixty competencies that amplify the twelve business skills
above. It should be noted that these twelve business skills are applica-
ble to all employees regardless of job responsibility or position.

The business skills form the basis of the Development Planner
(discussed at the beginning of this section) and are described, in de-
tail, in the organization’s publication ‘““One Dozen Business Skills for
Career Success,” published and distributed to employees in both
hard and electronic formats. Because the booklet contains references
to current books and publications, it is updated yearly to ensure that
resources are actually available.

A fully electronic version of the Development Planner and busi-
ness skills booklet are being created and will enable employees to
link development needs to online and classroom courses through an
automated enrollment process. For example, if ““fostering diversity”’
is a developmental need, a list of resources, including online and
classroom courses, will appear, permitting the planned development
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activity to be tracked and monitored. Once again, individual efforts
are closely tied to corporate goals and objectives and are part of the
“people development culture’ prevalent at Washington Group.

Budget for Leadership Development

Over the past four years, Washington Group has invested more than
$200 million in employee development. This equates to more than
4.2 million hours of training. Approximately 50 to 60 percent of the
training is technical and focuses on safety, technical skills, and opera-
tional excellence. (Owing to the highly complex, technical nature of
some of its contracts, Washington Group often provides training in all
aspects of a particular process such as the destruction of chemical
weapons. In these cases, costs are reimbursed by customers.) The
remaining 40 to 50 percent of training is leadership and professional-
development training.

In 2006, $60 million was spent on training, including $2 million on
tuition reimbursement. Of the $60 million, the integrated staffing and
talent-management budget is about $4.5 million. Washington Group
sets it training budgets based on client requirements and by costing the
strategic initiatives that are part of the employee-development strategic
plan. It should be noted that, although training is often used synony-
mously with employee development, the organization actively encour-
ages its employees and managers to think much more broadly than
formal classroom training as a means to develop knowledge and
skills.

Washington Group is a world leader in developing and certifying
safety-trained supervisors, which reflects the organization’s commit-
ment to creating a safe work environment. This training initiative re-
sulted, in part, in Washington Group and its largest business unit
being named among America’s seventeen safest companies by Occu-
pational Hazards magazine (in 2004 and 2005).

Training on technical and nontechnical subjects is also available
online through two e-learning platforms: KnowledgeWire, provided
through EduNeering (a Princeton, New Jersey, organization) and
MindLeaders, based in Dublin, Ohio. The total number of courses
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offered online exceeds 500. These courses are available in up to thir-
teen languages.

Washington Group has been questioned by analysts about its in-
vestment in professional development and how that investment af-
fects earnings per share. The organization strongly believes that
developing its intellectual capital—and, thus, a sustainable busi-
ness—is a critical factor in achieving growth rate targets. This reflects
its strong commitment to people development and the belief of the
organization’s senior leadership that taking “‘the long view” (looking
ten to twenty years into the future) when it comes to developing peo-
ple will build long-term business success.

Building an Integrated Leadership Roadmap

Washington Group has an integrated organizational structure as shown
in Figure E.1. The fourteen members of the executive team are the
office of the chairman (the president and heads of business develop-

Figure E.1. Washington Group’s integrated organizational structure.
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ment, operations, and finance), the heads of the human resources and
legal departments, presidents of the six business units, and the heads
of Washington Services and Rust Constructors. The office of the chair-
man, as well as the entire executive team, routinely meets to discuss
leadership development during quarterly business reviews. The six
business units were intentionally created to serve specific markets but
act in a way that shares talent in a flexible manner designed to support
the business and employees’ professional growth.

Alignment Across Leadership Programs and Business Strateqgy

The leadership-development strategy emerged in 2001 as key internal
stakeholders met with the office of the chairman to discuss the impor-
tance of developing leaders and to create an actionable strategy to
strengthen the organization’s leadership bench strength.

The leadership-development pyramid (Figure E.2) coordinates
and aligns with Washington Group’s business and is the organiza-
tion’s leadership roadmap. The pyramid has several components. The
gray, outer segments of the pyramid represent the foundation of the
Washington Group development strategy: experiential learning;
stretch assignments; and coach, mentor, and peer learning. Of note
is that the outer bands—the foundation—do not focus on training
because Washington Group believes that training is only one way to
gain additional knowledge—and not necessarily the most effective
way. The organization strongly believes that real-world, activity-based
learning helps employees gain a clearer, more results-focused way of
dealing with actual problems. The central areas in the pyramid LEAP,
Leaders Forum, and What’s Your Point? represent the sequence of
leadership-development events for senior-level high potentials. The
other central areas are events for high potentials in less senior positions.

Although the organization has numerous development programs,
three are highlighted here.

1. Leadership Excellence and Performance (LEAP). This program
was began in 2002 as a selective program for high potentials who
showed leadership promise and the ability to move into more respon-
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Figure E.2. Washington Group's leadership-development pyramid.
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sible positions. It has included over sixty participants to date. The
focus of the project is on individual feedback and development, 360-
degree assessments, personal action plans, and exposure to a variety
of business segments. All participants are assigned mentors, who are
available throughout the year. Each is also assigned a sponsor from
the executive team.

LEAP has been very successful, in part, because the CEO is person-
ally committed to the project and permits participants to shadow him
or her throughout the year. Along with support from the CEO, the
top six leaders are also modeling the behavior necessary to have a
strong leadership-development program.

2. Leaders Forum. See Figure E.3. This program is the corner-
stone of the leadership-development process. It is a fifty-hour course,
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Figure E.3. The Leaders Forum.
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which was first offered in February 2004. More than 400 participants
have attended one of the sixteen sessions to date. The course objec-
tives are:

A To develop the leadership capability of the organization

A To institutionalize the organization’s mission and values as
“the way we do business”’

A To understand the organization’s capabilities, markets, and
competitive discriminators

A To value people as a strategic resource

A To understand and fulfill the role of leader in developing
people

Participants are selected by senior leadership and are exposed to
the organization’s philosophy, key business issues, and approach to
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doing business. Senior leaders are also personally involved in the de-
livery of course content. The chief financial officer, for example, uses
a Jeopardy!-like electronic board game to help participants under-
stand financial results. Although not intended to be a cultural change
intervention at its inception, the Leaders Forum has shifted the way
managers and others view the organization and their roles in leading
others.

3. Executive Roundtable. This program was designed to help
high-performing leaders develop ‘‘strategic agility,”” or the ability to
think broadly and creatively and to adapt to ever-changing input and
environmental factors. The Roundtable uses a theme taken from
Lewis and Clark’s remarkable journey to find the Northwest Passage
from Saint Louis to the Pacific Ocean. During their adventure, the
explorers faced daily opportunities to practice strategic agility. In the
first two and a half days, participants receive feedback on their leader-
ship styles and are then given a current organizational issue or prob-
lem to research or resolve. In the next 60 to 120 days, participants
analyze the issues, develop recommendations, and present their
findings to the organization’s executive team. The use of this action-
learning technique has proved successful in helping the organization
find solutions to longstanding problems, as well as give participants
the opportunity to experience the inherent ambiguity in their roles
and to learn that executive-level problems often have more than one
correct solution.

Alignment with Talent-Management Systems

Although it is fair to say that talent-management systems and leader-
ship-development programs are aligned, it is probably more accurate
to say that business strategy drives talent management, which in turn
drives leadership development. Though a subtle distinction, Washing-
ton Group believes that once it understands where it is going (strat-
egy) and understands the available talent, it is possible to design
development programs (as well as hiring strategies) to ensure that the
right talent is in place.

The organization considers its top talent pool to comprise 8 to 10
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percent of the workforce. This high-potential pool is identified and
reviewed by business units and key functional areas (project manage-
ment, finance, business development, etc.) and becomes part of the
Washington Group Talent Bank (see Figure E.4). Special attention is
paid to identifying potential future positions and then assessing the
development needs required to ensure that the person is capable of
performing in the new job.

Although formal succession planning is used at the business-unit
level and above, the process of identifying people who are currently
ready, or who will be in one to three years, to assume positions of
more responsibility is finding its way to lower levels of the organiza-
tion.

Although each business unit conducts its own internal talent re-

Figure E.4. Washington Group's talent-development process.
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views with the office of the chairman twice a year, key organizational
leaders come together once a year for a formal roll-up that looks at
talent across the organization. These discussions often result in cross-
business-unit assignments to ensure that high potentials are exposed
to various segments of the business. The organization’s board of di-
rectors also reviews key talent, especially those on succession plans
for key executives.

Alignment with Career Transitions

Although Washington Group does not tie movement into a new posi-
tion with specific training or development activities once individuals
are in the positions, it works to ensure that people are ready—with
the requisite knowledge and experience—prior to such moves. The
process is both formal (through high-potential reviews, LEAP, etc.)
and informal though coaching and mentoring. For example, stretch
assignments frequently provide smooth transitions into new, formal
job assignments. Because stretch assignments are just that—they
place people slightly outside their comfort zones in order to encour-
age them to practice strategic agility, among other skills—they also
include a safety net to ensure that the individuals don’t fail.

Leadership-Development Approaches and Tools

Like most companies today, Washington Group faces the same poten-
tial shortage of qualified workers that was described as the ‘“‘war for
talent,” in the 1990s.' As a means of minimizing that shortage and
attracting the next generation of workers, the organization estab-
lished a Professional Rotational Experience Project (PREP), a two-year
program for recent college graduates. In PREP, highly screened, di-
verse participants are given three or four assignments within their
disciplines. Although the early focus of the PREP has been to develop
a base of project managers, it was expanded into other disciplines in
late 2006. Because participants work in at least two different business
units and with different leaders, they gain a unique perspective on
the organization while honing their project-management skills.
Although the concept of a high potential is open to interpretation,
when defined as ‘“someone who has shown learning agility,” the term
becomes much clearer. Washington Group uses the concept of learn-
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ing agility to help identify those who may be considered to have high
potential and uses stretch assignments to test the validity of the label.
In other words, if someone can step into an unfamiliar role and
quickly muster the resources to be successful, it’s likely that the per-
son has the ability to assume positions of more or different responsi-
bilities, thus fitting the definition of high potential.

As an example, a top finance and accounting individual went from
the highest level in finance and accounting in one business unit to an
operations position in another. It was a significant stretch for him,
but he wanted operations experience to round out his business ex-
pertise. In another case, two chemical engineers were removed from
their project-related work and tasked to develop the organization’s
college rotation program.

A recurring theme at Washington Group is the development of
project-management talent—owing, in part, to the fact that managing
projects is a large share of the organization’s business portfolio. The
organization actively focuses on standardizing its project-management
approach under the term ‘“The Washington Way,” which emphasizes
consistent, repeatable processes from its smallest to largest projects.
The organization is affiliated with both the Construction Industry In-
stitute, provider of best practices through research, related initiatives,
and industry alliances, and the Project Management Institute, which
provides training, benchmarking, and advice worldwide in the area of
project management. Part of the project-development initiative will
be to identify mastery-level skills that highly effective project manag-
ers possess, and then develop learning opportunities for those new
to the function so that they can also acquire the skills.

Executive Support for Leadership Development

Washington Group’s heritage organizations had decidedly divergent
approaches to leadership development. But after emerging from fi-
nancial restructuring in 2001, the organization assumed a planned,
disciplined, and consistent stance on this topic, backed by strategy
and tactics to realize the benefits of developing leaders. Leadership
development is one of the organization’s most important strategic
initiatives and is vigorously supported by the senior leadership team.
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Current leaders are used as coaches and mentors, and they are
expected to take this responsibility seriously and as part of the way
business is done in the organization. The organization offers class-
room training on the topic of coaching and also has online resources
available. This year, for the first time, ‘“‘developing and coaching oth-
ers’’ will become a standard job expectation for managers in the De-
velopment Planner.

The organization looks at leaders as both teachers and learners
and routinely structures its formal development programs to include
opportunities to assume both roles. In the Leaders Forum, for exam-
ple, senior leaders take active roles in teaching topics during the
course. They also spend two or more hours on the final day soliciting
feedback about the organization and their leadership styles. Nearly
every business review (held quarterly) includes an instructional com-
ponent, and the yearly talent reviews almost always include outside
speakers. On a more individual level, the organization encourages its
managers to use the Development Planner as a tool to enhance their
own growth by soliciting feedback from employees. In addition, man-
agers often host or conduct “‘lunch and learn” sessions for their own
staffs. These sessions are generally open to people from different
areas within the organization to improve the learning experience.

Aligning coaching and mentoring with individual activities takes
place, in a structured manner, through the Development Planner
process and, in a less structured manner, during daily interactions
with employees. Managers are encouraged to understand the profes-
sional goals of their staff and to help them find the right development
means to achieve these. On the other hand, because employees are
primarily responsible for their own growth and development, it is
incumbent on them to solicit help from their manager. In a sense, this
“checks and balances system” holds both managers and employees
accountable to achieve organizational goals and to use these goals as
a means of developing professionally.

Because the senior leaders at Washington Group are closely
linked to leadership development, they usually find individually ful-
filling ways to become involved in programs. In the Executive Round-
table, for example, senior leaders are asked to sponsor one of the
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sessions and, with a little coaching, select an action-learning topic of
relevance to their function. The organization is less concerned about
choosing where a senior leader might become involved and more
concerned about when an opportunity becomes available. Put an-
other way, nearly every leadership-development offering includes
some form of senior leader involvement. To be more specific, when
leadership-development programs are taken to major organizational
locations, they consistently use the most senior leader to introduce
the course and talk about organizational initiatives from his or her
perspective. In other cases, the organization will ask a business-unit
president to be part of a course offering at its corporate headquarters.
Generally, course designers have a clear sense of the strengths of each
senior leader and seek ways to capitalize on these strengths to the
benefit of course participants.

High Potentials

High potentials are identified at Washington Group through a yearly
talent-review process conducted at the business-unit level and then
rolled up to the organization level. Those identified in this process
become part of a “talent bank” (Figure E.4) that contains resumes
and skills data on high-potential and other professional employees.
The talent bank is an online, Web-based application containing the
resumes, technical skills, and career interests of Washington Group
employees. Those flagged in the talent bank as “top talent” show
potential to move into more responsible or challenging assignments.

To date, about 1,200 employees are identified as top talent. Each
employee’s accomplishments are included as part of his or her pro-
file. The profile serves as a means of engaging reviewers in a discus-
sion of the individual and includes information on accomplishments
from the previous year, development completed plus development
planned, and potential future positions. Three of the components (ac-
complishments, development completed, and development planned)
originate in the Development Planner and are modified, as needed,
for use on the profile form. The nine-box performance-and-potential
form is completed for the business-unit presidents and their direct
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reports. This visual representation of performance and potential
serves as a discussion starter for the talent-review process. Succession
planning is completed in conjunction with the talent review. This
form is used by the business-unit presidents to identify their potential
replacements as well as determine the replacements’ readiness to as-
sume the position. This process is also used at lower levels in the
organization.

The subject of whether high potentials should be made aware of
their status is one that stimulates discussion within the organization.
In 2001, when high potentials were first identified, the practice was
not to inform them of their status. At the time, many believed that the
process should mature before openly communicating such poten-
tially sensitive information. However, some senior executives have
now begun to inform employees of their high-potential status with
the caveat that, based on performance and other factors, it is possible
to move in and out of the high-potential pool. The underlying debate
of whether an employee is helped or hindered by knowing his or her
status, and whether the organization is raising expectations beyond
what it can reasonably deliver, remains undecided.

Washington Group does not communicate high-potential criteria
to the organization as a whole. Instead, such criteria are clearly com-
municated to those involved in the talent-management and review
process. The process, however, has evolved from the first use of the
nine-box chart four years ago. Originally, only the terms ‘‘potential
and performance” and ‘“low to high” were used with the belief that
managers would understand the concepts and draw conclusions, ac-
curately placing individuals in the proper box. Clarifying definitions
that describe observable behaviors have now been added to the nine
boxes. In addition, the organization now uses additional descriptors
and definitions such as “‘learning agility”’ and ‘“‘strategic agility” as a
means of more accurately selecting individuals who could be consid-
ered high potential.

Implementing the Successful Leadership-Development Strategy

During yearly strategic and business-planning sessions, employee de-
velopment and leadership development are key discussion areas. The
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strategic-planning sessions take a broad view of economic issues that
span multiple markets, trends in the industry, and Washington
Group’s own organizational performance. So, as the organization’s
strategic plan is updated, so is the employee-development strategic
plan. The office of the chairman reviews and approves the plan as well
as the financial commitments resulting from it.

Implementation of Leadership-Development Programs

For the most part, delivery of leadership-development programs is a
process centralized at the corporate level—exceptions would be
found in the organization’s government-owned, contractor-operated
facilities such as the Washington Group Savannah River Company
where such training can be highly technical and often directed by
customers. Cultural differences are addressed in various ways and the
topic of “diversity in the largest sense of that word” (a phrase coined
by one of the organization’s executives to broaden the definition be-
yond the more typical categories of race and gender) is included in
all leadership-development offerings. Expanding course offerings to
more inclusively touch on international issues is under way, as is
addressing language training. Cultural awareness is also being ad-
dressed through an innovative “life and culture” series available
through the organization’s online learning platform, making such
training readily available to all employees regardless of location.

Development programs, by their very nature, nurture both strength
and capacity as well as remediate weaknesses. When viewed from a
high level, the organization’s programs are designed primarily to
build strength and capacity. In the case of individuals, however, some
of these could be viewed as remediating weaknesses.

For the most part, development programs, including those related
to e-learning platforms, are designed to meet the needs of individual
learners, their development plans, and their roles in the organization.
For example, the organization’s first-line management course, called
“Principles of Management,” targets people who are new to a mana-
gerial role. Although it could be attended by those with management
experience, it is tailored to the requirements of those with little or no
experience. Washington Group, as it designs and develops courses,
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assesses the knowledge and skills needed by those considered ‘‘mas-
ter performers,” or who exemplify best practices in their fields. Ex-
ceptions to individually tailored development experiences include
safety, ethics training, and general security training, which are stan-
dardized for all positions.

Program content is reviewed on an ongoing basis. Minor adjust-
ments are made on the fly, based on participant feedback, although it
is only done when the feedback is sufficient to justify changes. Overall
content reviews are conducted during the employee-development’s
strategic-planning process.

Governance

One and one-half full-time equivalents are dedicated to leadership-
development programs. There is no formal governing council for
leadership development. Rather, this is a shared responsibility among
stakeholders including the CEO and his staff, the integrated staffing
and career-development function, human resources, and the organi-
zation’s board of directors. (The board is knowledgeable and aware
of the organization’s programs but does not participate in the man-
agement of them.)

The organization does not formally track the time line executives
invest in leadership development because it does not believe the
means of doing so would yield a meaningful measure. Instead, it en-
courages its managers to invest a minimum of 15 to 20 percent of
their time in people development. Because the organization is very
broad in how “‘people development” is defined, the actual time is
likely greater than that number. The organization does put 30 percent
of an executive’s pay ‘‘at risk,” related to developing employees.

Executive Investment

Although the organization places strong emphasis on the involvement
of its top executives, it is now working actively to push its leadership
influence deeper into the organization. The office of the chairman
remains heavily committed to the LEAP project, yet it now serves as an
advocate for participants, sharing the mentoring with previous LEAP
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participants and other recognized senior, high-potential employees.
The CEO stays involved in a shadowing program for these people. In
what may be a unique twist, the office of the chairman does not hold
“personal ownership” for high potentials; rather, it holds business-
unit presidents and others responsible and accountable for this. Such
delegation, in the minds of the executives, is modeling the principle
of empowerment and the fundamental belief that all leaders are re-
sponsible for developing people—not just those at the top.

Evaluating Success

Washington Group President Steve Hanks says that, when it comes to
metrics, he doesn’t want people ‘“‘getting too caught up in statistics.”
Yet, he attributes the organization’s strong financial performance di-
rectly to its focus on developing people. Since 2002, the organiza-
tion’s net income per employee has jumped 60 percent, and it is
exceeding its goal of 10 percent compound annual growth. Notwith-
standing Hanks’s counsel about metrics, the organization takes cer-
tain measures seriously—especially those related to its ability to
attract, develop, and retain employees. Because the organization uses
its “‘developing people” proposition to attract new employees, it
closely monitors the ratios between applications, interviews, and
hires among others, and uses these data to determine how effectively
it is attracting top talent. The organization also scrutinizes the devel-
opment of its high-potential pool by tracking completed development
activities, job progression, and retention. These metrics are reviewed
during the annual talent reviews. Participants in certain programs,
including LEAP, the Leaders Forum, and the Executive Roundtable,
are consistently surveyed for feedback on the programs’ effectiveness.

Data from these measures are factored into the organization’s
leadership strategy, although they are more frequently used to make
midcourse corrections or small changes to the approach than to sig-
nificantly reshape programs. Washington Group does not attempt to
directly link individual outcomes from its leadership programs with
organizational performance, believing that there are far too many fac-
tors involved to establish a causal relationship. It does, however,
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through its development-planning process, translate organization-
wide business objectives into working-group goals and objectives.
These, in turn, are tied to individual performance expectations and
are measured and discussed during the annual Development Planner
review cycle conducted by managers and employees.

Communicating Success

Because Washington Group actively engages its management team in
the development process, it uses them to communicate program ex-
pectations and success. They (and employees) are provided organiza-
tion publications, such as The Washington Way, that routinely feature
articles on employee development. The Leader’s Edge is a publication
for managers that features development ideas and is also used for
this purpose. Organization-wide meetings, held at major locations,
feature organization and local executives who speak to professional
development among other topics.

Assessing for the Future

Future leadership development needs are determined in multiple
ways, many of which were covered in this case study. In addition, the
employee-development staff routinely solicits feedback from manag-
ers and employees when it meets with them on other subjects. Por-
tions of the Leaders Forum and the Executive Roundtable are set aside
for candid discussions on leadership needs. One of the more reveal-
ing—and quantifiable—ways the organization designs and shapes
leadership-development programs is through the aggregated results
of 360-degree assessments. For example, using a large sample of 360-
degree feedback from high potentials, the organization designed its
Executive Roundtable to expose participants to executive-level deci-
sion making in a real-life environment.

Innovative Aspects

Several features of Washington Group’s approach have proved suc-
cessful for the organization and may have value to others. They in-
clude:
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A High level of executive engagement
A Use of senior leaders as instructors
A Linking executive compensation to leadership development

A Use of alternative teaching methods, such as using movies, as
a way to show effective leadership behaviors

A Cultural assessments conducted by course participants

A Theme-based training that teaches leadership concepts through
the use of analogies (Executive Roundtable)

A Using participants as teachers (Leaders Forum)

A Shadowing senior executives

Critical Success Factors and Lessons Learned

Because Washington Group is a melding of a number of heritage orga-
nizations, its approach to developing leaders was unique to all. The
success of its leadership initiatives is due, in part, to focusing on com-
mon strengths rather than a dissection-through-discussion of its
weaknesses. Put another way, its leadership strategies focus on where
the organization wants its leaders to be in the future rather than what
has not worked in the past. In the Leaders Forum, for example, a
closing case study asks participants to advise each other on what they
can do to be better communicators. This ‘““don’t throw the problem
over the transom’ approach encourages individuals to accept respon-
sibility for making change in their own leadership styles. Another suc-
cess factor is the senior leadership’s involvement in course content.
Generally, the design team interviews key stakeholders, evaluates
their recommendations, and incorporates these during the develop-
ment process.
Under the category of lessons learned are the following:

A Use lessons learned to build teamwork and solve problems.
Significant issues surfaced following the first round of succession
planning. A formal lessons-learned conducted with the senior staff
identified these and resolved them for following years.
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A Overcommunicate, especially when introducing new pro-
grams or making changes to existing ones. Implementing new pro-
grams can stress individuals who are otherwise occupied with routine
work. Assuming these people will be on board with the changes
proved to be a bad assumption. The organization used online meet-
ings, teleconferences, and one-on-one meetings to improve commu-
nication and to ensure the success of new programs.

A Don’t position “training’’ as the way to develop people. Per-
haps it is human nature to assume that training is the answer to per-
formance problems or the way to develop additional skills and
knowledge. Research shows otherwise. As a result, the organization
leadership constantly challenges managers to think much more
broadly on how to develop people.

A Consider financial incentives to solve tough issues. Washing-
ton Group learned early on that it could benefit from improved intra-
business-unit cooperation. Although not a unique problem, signifi-
cant progress occurred when part of an executive’s incentive pay was
put at risk.

A Don’t assume that senior leaders are on the same page when
it comes to the importance of developing leaders. Although Washing-
ton Group senior leaders agreed that developing leaders is a critical
ingredient in the organization’s sustainable success, they did not
agree on who should be developed and at what level this should
occur. The solution occurred as the employee-development team
took a blended approach that offered elements to address all view-
points. The resulting programs were strengthened, not weakened, by
this.
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