Business Succession Planning
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Would you build a home without a floor plan ?
Start a road trip without a map or destination ?
Coach a team without any planned plays ?
No way !
Then why would you run a company without a succession plan in place?
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Real-Life Example

* A basketball team, Chicago Bulls with Michael Jordan.

* Anybody who watches the NBA knows that you don’t just want strong starting
players, you also need to have strong players on the bench to switch out.
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What if your manager or CEO suddenly was unable to fulfill their duties or
passed away ?
Is there someone next in line who is somewhat familiar with the

responsibilities ?

* |sthere a planin place ?

* Ask yourself and key members of your team, “What happens if you can’t turn
up to work tomorrow”?
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* Business succession planning may not be high on your agenda,

but retirement is a fact of life for everyone.
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What is succession planning?

Is a process by which individuals are scanned to pass on the leadership role within a
company. The process ensures that the business continues to operate efficiently
without the presence of people who were holding key positions as they must have

retired, resigned, etc.
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Management
5)\3}5\

Ownership
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Succession
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* The earlier you start it the more beneficial it will be for you .

* Early planning can help you in maximizing your business ’value.
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[.] Draw Up a Shareholders 'Agreement

* The first step is to ensure that a shareholders “agreement is put in place between the
owners of the business. Even if the owners are family members, it is still a very good
idea to have a detailed agreement in place.
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A Shareholders Agreement should Stipulate:
* the percentage shareholding of each equity partner

* the roles and responsibilities of each partner
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You identify people, internally. Ideally, you'd like to have 4-2 people in mind for each key
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Once you've identified key roles and key people, you then perform a skills gap analysis

for each person.
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The goal is to always think 3-2steps ahead and to hire and prepare high-performing

individuals.
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e Gap Analysis <lg=all Jd=s
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Transition A
There are four main stages in the succession planning Jlassl )
.. ™~

process, which involve transition (movement of new Tramijg
Al )
role) ,initiation, selection and training. . N
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(2) The second phase or ‘selection ’is a complex task, where a specific candidate is

chosen to be a successor among other candidates who were running for the same job.
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(3) In the third phase of ‘training ‘involves an exhaustive training scheduled for the
successor so that he can meet the goals of the organization as well as returns for the

shareholders.
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(4) In the fourth and the last phase of ‘transition, 'the business owner or the CEO retires
or moves out of the organization, and the chosen successor formally takes up the

responsibility as his/her new leadership role.
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How To Ensure
A Smooth Business Succession Planning Transition?
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(1) Identify key individuals with the necessary skills and experience to drive the business

forward.
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(2) Make them aware of their role in the organization's business succession plan.
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(3) Give them access to the decision-making structures.
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(4) Share knowledge beyond a handful of key individuals.
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(5) Ensure that the employees are aware of who the new management is likely to be,

so that the succession is seamless.
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(6) Ensure that the next generation of management is exposed to your key customers

if they are to be involved in maintaining customer relationships.
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For an organization to reach its prime, it may be necessary to break away from the

founders. Knowing when this point arrives is key to the success of an organization.

You need to try this in your life or in your peak; trial & error.
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You may need to engage qualified advisors, such as an accountant, attorney,
or financial planner, who can help assure that your plan legally, profitably,

and affordably considers your needs and objectives.
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Business Continuity JleYl 4]yl

10 Years of Hard Work 20 Years of Hard Work

e You are safe for e The 2" generation
the rest of your life efas era (snos)
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Not for the sake of part of family members has to be the CEO, you’ll put the road

map for the best one.
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Bear in mind that there needs to be a level of expertise that the succeeders need

to have.
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Your family members will be like watchers in case they are not the expert of the industry.
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In the corporate world

It is a written and accepted document (policy) describing what procedures will be
activated .

* How will a new CEO be selected? Who will be interim CEO (if necessary) ?

* The same for the COO and CFO, and any other strategic positions, i.e. Exec VP’s,
Managers of important business segments, etc.
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[.] Plan ahead to avoid panic if an opening appears suddenly .

\ When that opening appears, the Board of Directors will review the plan and execute still

valid plans or proceed in a modified manner.
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* What skills and development are needed for existing employees to be qualified for

these positions ?
* What gaps need to be filled through mentoring or training development?
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When each employee is put on a pathway for each position, it becomes simple to see

the large picture and know where the company’s gaps and opportunities are .
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\ Companies cannot succeed unless everyone has an understanding of the bigger picture .

. The C-level executives are responsible for keeping the "bigger picture" in mind all the time

. and with every decision that they make .
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No organization can succeed without its people, hiring is among the most important

decisions a company can make .
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Employees make up the backbone of the organization, so people come before any

strategy that executives come up with .
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No matter how great the company vision/mission is or how amazing the plan,

things will fall apart without the right talent to execute everything.
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* High turnover is a major challenge for companies of all sizes .

* There is no loyalty more in the market, people are working for their own interests,
this applies to individual employees and also on the business owners' levels .

* The most important is how to keep talented employees at your business for longer
periods.
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* Without the right people in place to step in or get promoted to take over
responsibilities, overall productivity and team morale can slump.

e This lack of succession planning can lead to even higher levels of turnover.

 When professionals don’t feel as though they are able to move up within the

organization, they often wind up having no choice but to leave .
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One of the issues that lead to distrust between the employees and the business owners;
in the early stages of the business, the owners are engaging the employees as one family,

and once the business gets bigger they treat them as employees .
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|dentify Motivated Employees

Assess Critical Skills Gaps Within Key Positions
dceut I Cuo bl pass dolgll olylgadl ol ged Nk

Create Individualized Training Plans

Communicate Your Vision
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e Start by identifying your high-potential
|dentify Motivated Employees employees. These professionals should not

. Lol (il yall s only be top performers in their

departments, but also have the personality
traits of a great leader.
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Assess Critical Skills Gaps
Within Key Positions
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e |dentify who your key players are
within different areas of the company.
Ask yourself: if any of them were to
leave, who would be there to take
their place?

oW Jes] — dbgae Bgaxdl e

aogalsl

J-o<l
Ui

L ALY A AT Y




401 1 Fdo] | rdol |

Create Individualized Training Plans

e First evaluate each employee
to determine which roles they have
the potential to grow into, and then
create personalized training plans
to ensure they are ready to step
in when the time comes.
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e Managers need to focus on maintaining
ongoing conversations about
performance and career development

Communicate Your Vision opportunities with their teams. They are
cligy Juos responsible
’ for empowering their staff to advance
within the organization, even if that
means in a different area of the
company.
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* Harvard Business Review (HBR) suggests that each year %15-100f companies need to
appoint a new CEO.

e This becomes especially alarming when research also suggests that only 54% of boards
were investing in grooming a specific successor, and the rest had no viable candidates
for immediate replacement (Heidrick & Struggles, 2010).
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[.] * |BM is known for planning ahead. The maturity and integration of their talent
management process were most visible during the transition of their CEOs .
* What leads to this success? What are the factors that lead to successful succession

management ?
* An IBM Whitepaper lists the following principles:
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(1) A clear purpose provides a focus for talent optimization: to generate a pipeline for key

positions.
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(2) Readiness levels: assessing the readiness of key stakeholders for the succession

planning initiative.
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(3) Establishing guiding principles: involving key stakeholders in the process creating

a blueprint for succession planning
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(4) Identifying key success criteria: defining key observable behavioral standards

for identified critical roles.
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(5) Consistently implementing a defined process: the plan should include specified

steps, timelines, roles and responsibilities, expectations.

Badzall Ol glasdl dasdl euats OF oo 13dswe sly] duass (3 )l e

LB gily el 9gudly Hl9aYlg cdueyll Jgluslg

aogalsl

J-o<l

L ALY A AT Y



(6) Technology: an increased focus on analytics and data-driven talent management,

the software has become the way forward in succession management

Gl (2 el comual (bl e da3lal Calgall 8)laly oMol e 51S1 8505 :lig) 1Sl
3Ll 8yl (8 LYl )

aogalsl

J-o<l

L ALY A AT Y

401 1 Fdol | rdol |



401 1 Fdol | rdol |

Succession Manager

Performance vs Potential

Performance vs Potential

Select X-axis Criteria

Performance v
Performance
Potential
30 B
v Apply

Qualifying Questions

Select Y-axis Criteria

Potential -

C Reset

Could the employee learn the additional skills and
competencies he or she needs to be able to perform

at a higher or different level?

None selected »

Potential

70%

30%

30%

2 Export

X Close
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For the Employees

To help you make the most of the opportunity,,

here are some tips for succession planning
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1. Job Description

e Reading job description is important as it can help you to identify the roles which

can help you to progress and understand the key skills required for the job.
uo.».lquJ\ Caogll 1

Haelud of oSay (@1 19391 dpu @Y dage (fulo gl Casog)l 85133 o
Al ol) Dsllaall drwladl lylgall wgdy pisl s

oW Jes] — dbgae Bgaxdl e

aogalsl

J-o<l
Ui

L ALY A AT Y



2. Have Regular Meetings with your Manager

* Make sure to have regular meeting with your manager to discuss about your goals,

career ambitions and current progress in the organization .

* Also make sure to get feedback on your weakness and suggestions on how you can

improve them. Feedback on how he see you.
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3. Development Opportunities

Always keep on adding to your skills by taking on work and off work training sessions.
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4. Set and Achieve Targets

Once you recognize your weaknesses or areas of improvement, start working on them

with attainable and measurable goals.
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[.] 5. Measure your Progress

\ Review your progress with your manager in every six months or yearly. This will help you
. to get some guidance and will also inform the senior management that you are working

. on your career and want to move ahead.
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What is the Importance of Succession Planning?
T ab ol Calul) sl sl o L

Seamless
Handover

Retention of Top-

Build Leadership Performing
Employees

Image Building
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Case-study In A Family Business
dd5le 4S5 G Vb dulys

Mark is the Chairman of a family-run textile business, who has the love and respect

of his family, clients and employees. The old trooper has been the owner
and manager of the business for 50 years, but was recently diagnosed with
a rapidly progressing case of Alzheimer’s disease. Now he is unable to manage

the business.

He has three sons, who have no interest in the family business and a nephew (Jake) who
is very knowledgeable about the industry but not prepared to make up for Mark’s absence. In

such a situation, the questions that can arise:
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* What if stakeholders (employees, dealers and government officials) are just not

able to accept someone new, and fairly a stranger, in Mark’s place?

e Since Mark is getting forgetful, who has enough company know-how and seniority

to decide on the successor?

* Also, shouldn’t the successor of a flourishing business have time to learn under

the guidance of the chairman before taking on such a huge responsibility?
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To prevent such issues from developing, the company should outline a succession plan

that is:

» Able to deliver the ideal candidate for the roleneewteb hctam tseb eht rof gnikool yB :

the requirements of Mark’s role and the existing list of candidates

 Attainable: By setting a realistic timetable and measurable milestones yaw eht gnola

and sticking to them.

e Planned in advance eht nur ot elba regnol on si kraM erofeb gnol gninnigeb yB :

rosseccus sih ot no dessap eb nac sthgisni sih taht os ,notiazinagro
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Strategic Succession Planning Template

According to the U.S. Office of Personnel Management, there are 6 steps to efficient

succession planning:
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[.] 1 Step: Link Strategic and Workforce Planning Decisions

* Mark and his close advisers need to decide where the company is headed —if the
current organizational structure needs a revamp, if it needs to adopt a new hiring

strategy during the economic crisis etc.
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2 Step: Analyze Gaps

 Mark needs to understand the experience levels and industry know-how that will be
required to replace him and other senior leaders in his business. Then he can chalk
out a business plan outlining the number of people who will need to be trained or
hired to take up leadership roles in the long term.
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. 3 Step: Identify Talent Pools

[.]  Mark needs to identify senior management and other staff members who would, for
\ their specialized skills or level of experience, be hard to replace. He also should identify

. those in the existing and external talent pool who can be trained to fill these positions.
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. 4 Step: Develop Succession Strategies
* Mark needs to find out what incentives will help in recruiting talented leaders .

* Then, needs to evaluate the right development/learning strategies to keep the

employees growing in skill towards their new role.
8Ll Oladl il pglat 14 §glaxl

s gl Slge dxes e Blaml) dompnll wlasll / polasll bl a5 ] 7l calld day o
u\JJ}J\ ©2)93 ol

J-ocl
uij

L ALY A AT Y

JENE/JENESE

oW Jes] — dbgae Bgaxdl e



5 Step: Implement Succession Strategies

* Mark needs to sign-off and allow for the implementation of the succession activities.
This includes communicating to Jake, his nephew, and having him shadow Mark until he

is ready to take over.
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6 Step: Monitor and Evaluate

* Mark and his posse of advisers need to monitor Jake’s progress, in skill acquisition,
towards become the next chairman of the textile business. If he is seen to be falling

short of meeting his targets corrective measures need to be taken .
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SBox Matrix
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Potential Axis w—)

Moderate
Low performer performer high High performer
high potential potential high potential
Low performer Moderate High performer
performer
moderate moderate
tential moderate otential
potentia potential potent
Low performer Moderate High performer
. performer low .
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What Are Challenges To Effective Succession Planning?
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Employee Strength :

401 |

. Some companies have very few employees, thus there is no room to hire from

. within the organization
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Dearth of Financial Resources :

If you cannot afford to pay them better, your future leaders may leave your company
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More Project Staff:

Companies nowadays are investing in projects staff, rather than core staff, who come
and go and thus are not easily available as part of the internal talent pool for succession

planning
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[.] Senior Leaders don’t Wish to Leave their Jobs :

* This happen, even if they are no longer able to make any meaningful contribution to
the organization

* Indiscriminate inclusion of employees in the succession plan including those who
are disinterested, or unmotivated
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Lack of Training :

Inadequate training and development resulting in an employee who is not prepared

for a promotion
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[0] Poor Communication:
\ This can lead to a lot of confusion within the organization, as the employees start to

. worry about the future of the company and start rumors.
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' ‘ 10 Steps

to Create Your Own Personal

L -k ' Succession Plan
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1. Decide Upon the Best Moment to Start Planning
* Have | reached my peak?

e As a CEO, can I still add value to my company?
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2. Define Each Board Member’s Role
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3. Choose the Best Employees to be Promoted
Promoting your own company’s employees comes with lots of benefits.
* Easy Communication
* Less Training
* Better Understanding of Your Company’s Culture
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4. Recruit New Employees to Fill in the Gaps if Needed
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5. Outline Your Succession Plan
* Company’s Actual Situation

New Roles in Your Company

Definition of Each Role

Goals for the New Team

401 1 Fdol | rdol |

s do sl @M Aasd L yall bglasdl su> 5

oW Jes] — dbgae Bgaxdl e

Sl Sl o)l
LS (§ Bz ,lgol

093 S oy

dodd! (oyall Calaal

aogalsl

J-o<l
Ui

L ALY A AT Y



6. a SMART approach should be considered when setting goals for your successor .
)Specific - Measurable -Achievable - Relevant —Timely)

* Year 1- The company, during the year following the succession process, should have
a 3% growth in revenues

* Year 2 - For it to keep on growing, an acquisition should be taken into consideration
during the second year.
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7. Review the Plan with Your Trusted Employees
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8. Implement the Succession Plan
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9. Keep a Close Eye on the Changes

During the 12 months, you should have a monthly report meeting. During this meeting,
the new CEO and his team should keep you in the loop and tell you every problem

they’ve come across.
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10. Be Flexible

Perfection doesn’t exist
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Harvard Model

THREE-CIRCLE MODEL
OF THE FAMILY BUSINESS SYSTEM

Ownership

Non-family
Non-manager
Owners

Famlly Non-family
Owners Ownaer -
Employees
Family
Owner
Employees

Fami'y Family Non-family
Members ailont iy Members

Family Business
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EMOTION

FINANCIAL TECHNICAL
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DIRECT REPORTS .
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Fvaluate B

* Monitor key succession metrics like: - Lo A )l Bt uslie LBy o
* Number of key position vacancies. R o
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* Days to fill key positions. i) 2L HlBy)
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STRATEGIC

OPERATIONAL

TACTICAL

Shared

consciousness
1

Empowered
execution
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* In Military you need years to develop a leader, starting in the age of 17 till gets older.
* The tactical decision process is rapid and decisive, producing immediate results.

* The strategical decision process is slow and deliberate, producing delayed results.

e Organizations thrive in the merger of short term tactics and long term strategies.

* The operational level links the strategy to the tactics. It dictates the when, where,

and under what conditions tactics are best applied to achieve the strategical objectives.
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Hard skills

« Revolve around critical thinking and logic; one’s ability to analyze, interpret data, and write a
clear report. Such skills include understanding finance, budgets, technology, and analytical
frameworks.

* The worlds of finance and budgets are the limiting factors to all projects. Future leaders need
to speak the language of money and grasp the applicable mental models. For example, if
leaders lack an understanding of “opportunity cost “or “return on investment (ROI), "talks
about future spending are impossible.
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Soft skills

* |s the ability to sell the solution. There is a growing need in the science of human

interactions, and future leaders need to understand these domains
docB &lylge
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