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Report Overview

Executive Summary

How prevaent is CEO succession planning in U.S. hospital systems, and how effectiveisit
perceived to be? The study described in this report was conducted to find out. A set of surveys
were developed using aresearch-based set of “best practices’ in succession planning (see Appendix
C-1and C-2), and distributed to the CEOs of hospital systems as well as the hospitals within those
systemsin 2006. The results, compiled from the 783 CEOswho returned useable surveys, suggest
the following:

Succession Practices:

Among those who were hired internally, only 40 percent of the system CEOs and 26 percent
of member hospital CEOs were identified in advance. For those who indicated they had
been identified in advance, the median length of time between being identified and assuming
the role was 24 months for system CEOs, and 9.5 months for hospital CEOs.

Slightly less than half of the system CEOs (49%) said that successor candidates have been
identified for their position; roughly the same number indicated that succession planning
was routinely practiced at the system level in their organizations. For hospital CEOs, 27%
said that one or more successor candidates for their roles had been identified, and 30% said
succession planning was routinely practiced within their hospital.

For CEOs in organizations that were not practicing succession planning, the most frequently
mentioned barrier to succession planning was that the incumbent CEO was “too new” to the
position. The |east frequently mentioned barrier was the perception that succession planning
wouldn’t be useful.

Selecting potential successors:

About half of the respondents said that successors were selected informally. In the
organizations that used aformal process, the most frequently mentioned approach was an
internal leadership development/talent management program

The most frequently mentioned quality distinguishing successors from other executives was
experience, followed by demonstrated accomplishments/ track record of results, leadership
style, interpersonal skills, and knowledge of the hospital, system, and/or market.

Developing successor s.

More than 85% of respondents indicated that identified successors were involved in one or
more development activities. The most frequently cited of these were mentoring and
developmental (“stretch™) assignments, each of which were implemented in more than half
of the development programes.

The median length of time the developmental process was expected to take (from the time of
successor identification to the time of assuming the role) was 3 years for hospital CEOs and
4 years for system CEOs.

Evaluating Current Practices:

The magjority of hospitals and systems that conduct succession planning also for mally
evaluate outcomes of the process at the system level.
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The most frequently used approach to evaluation is to appraise incumbents on how
effectively they identify and prepare successors. The second most frequently used approach
involves monitoring the percentage of leaders hired from within the organization.

44% of system CEOs and 32% of hospital CEOs thought their approaches to identifying
appropriate CEO successor swere either effective or very effective; 22% of system CEOs
and 37% of hospital CEOs thought their approaches were either ineffective or very
ineffective.

36% of system CEOs and 28% of hospital CEOs thought their approaches to preparing
successor s to assume the CEO role were either effective or very effective; 26% of system
CEOs and 38% of hospital CEOs thought their approaches were either ineffective or very
ineffective.

Only 27% of system CEOs and 16% of hospital CEOs thought their approach to
communicating about succession to hospital staff was either effective or very effective;
45% of system CEOs and 54% of hospital CEOs thought their processes were either
ineffective or very ineffective.

In communicating about succession to the community, only 11% of system CEOs and
13% of hospital CEOs thought their organizations were either effective or very effective;
63% of system CEOs and 60% of hospital CEOs thought their organizations were either
ineffective or very ineffective.

Interms of identifying successor s, the key factors associated with greater effectiveness
were:

A greater number of organizational levels at which succession planning is practiced.
A greater emphasis on ethnic and gender diversity in the candidate pool.
The presence of an identified successor or successors.

In terms of preparing successors for the CEO role, the strongest predictors of
effectiveness were:

Succession planning being practiced more widely in the organization.
A larger number of developmental activities being used in the process.
Longer transition time was provided to the current CEO.

The most effective development activities were formal education/training programs,
structured “ socialization,” and job rotation.

The most effective development programs included a combination of the following
three activities: mentoring, formal education/training programs, and structured
“ socialization.”

In terms of communicating about succession, the strongest predictors of effectiveness
WEre:

The extent to which succession planning was routinely practiced.

The presence of a designated individual or group who is responsible for succession
planning.
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Implications: Practitioner Perspectives

We asked a practitioner panel to review the results of this study and tell us their implications from
their perspective. This panel included senior executives within system hospitals, individuals
responsible for succession planning within their hospital systems, and board members. Their
feedback was used to improve clarity and readability of the full report; additionally, a summary of
their reactions to the content of the report is provided below:

Perhaps the most important point this study makes is that there remains room for improvement in
succession planning practice. Succession planning was routinely being done in 49 percent of
system headquarters, and only 33 percent of hospitals that are part of systems. The comparable
statistic from freestanding hospitals from 2004 was 21 percent, which suggests that systems on the
whole are doing better in this area, though till showing some room for improvement. Given the
relative prevalence of succession planning going on in corporate headquarters vs. system and
freestanding hospitals, the systems may be the place the field should look to for best practices.

Although the prevalence of succession planning is lower than it might be, there was good news in
that the perceived importance of succession planning was so widespread among respondents. Given
that the first essential step in any change initiative involves awareness-building, the widespread
perception of importance may portend more widespread practice in the future.

There were a few practices that seemed to be associated with significantly more favorable
outcomes. Interms of developing candidates, each of the various developmental activities,
measured individually, significantly and positively influenced perceived outcomes. However, the
strongest factor affecting perceived effectiveness was the total number of developmental activities
that succession candidates participated in, with five or more types viewed as most effective. The
most effective development programs tended to include the following three elements. mentoring,
structured socializing, and formal education/training programs.

When it comes to communicating about successions to staff and the outside community, many
respondents felt that the approaches they used were ineffective. Organizations in which succession
planning was more routine practice tended to feel they were able to communicate more effectively
to staff, but communication to the community was still felt to be very challenging. Having an
individual or group designated as responsible for the succession planning process may help,
though it does not appear to be enough to ensure perceived effectiveness. Stakeholder
communications may be an area particularly useful for future development as a profession, through
additional research and educational offerings. Our panelists concurred that communicating with
stakeholders was often a tricky business; some were comforted to learn that many other
organizations found it similarly challenging.

Interms of important issues not addr essed by the study, the gover nance per spective was viewed
as very important, but not included directly in this study. The role of the board in succession
planning was viewed as essential, and often dictating the organization’s success in implementation
and maintenance. Additional guidance on how others have most effectively brought this topic into
their board’ s agenda would be beneficial.

Interms of next steps, there was widespread interest among panel members in developing a more
in-depth under standing of best practices, particularly related to developing candidates. For
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example, given the frequency with which formal education / training programs were cited, there
was interest in learning more about these — what they involve, the areas they focus on and how they
arerun and evaluated. Similarly, approachesto mentoring can vary substantially — some programs
are highly formal, including a careful selection of mentors and matching process; others are very
informal — mentors are named, and individuals can avail themselves of them (or not) at their sole
discretion. In general, given the other potential investments that succession planning must
successfully compete with, a clearer understanding of expected Return on I nvestment would be
welcomed as atool for communicating the value of these programs.

The panel also recommended providing a glossary related to the development terms discussed in
this report, not all of which were familiar to all participants. A glossary has been added as
Appendix B.
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Introduction to the Full Report

This report contains an analysis of the results from the CEO succession planning survey conducted
jointly by the Department of Health Systems Management, Rush University and Tyler & Company,
with support and consultation provided through the Health Management Research Award program
of the American College of Healthcare Executives. The research is part of an ongoing effort by the
American College of Healthcare Executives to help its membership understand and address critical
leadership challenges faced by the profession by providing actionable data to help inform an
evidence-based approach. The goals of the present research project wereto (1) assess the extent to
which systems and system-affiliated hospitals in the United States are appropriately planning for
CEO transitions, (2) identify any practice gaps that may need to be addressed, and (3) assist in
planning appropriate communications and educational interventions to assist the profession as
necessary.

Background

Trarsitions in the senior leadership of any organization are typically a source of considerable stress
among the organization’ sstakeholders. Any change in which a successor is not immediately
identifiable will intensify these effects, because it is frequently interpreted as a strong signal of
organizational uncertainty, even instability. The effect is powerful enough to negatively affect
organizational performance at a measurable level. Conversely, organizations with top-level
succession plansin place are likely to be in a better position to address changes in leadership
proactively and positively; not only may they avoid these noxious effects they may even have the
opportunity to utilize the attention of the public to the benefit of their organizations.

Healthcare organizations may reap additional benefits for participating in succession planning.
Effectiveness in senior healthcare leadership roles is very strongly influenced by the quality of the
leader’ s relationships; this “social capital” effect implies that internal continuity of leadership will
be particularly valuable in these settings (or, conversaly, external hiring will be all the more
disruptive). Additionally, many employees describe their interests in the healthcare field at least in
part for its stability and predictability. Planful transitions between top-level leaders assist in
maintaining a climate of stability, thereby freeing more of staff time and energy to focus on patient
care and hospital operations.

Despite these advantages, succession planning has not yet become a universally practiced leadership
activity. Asthe 2004 study of freestanding hospitals illustrated (Garman & Tyler, 2004), in order
for succession planning to be implemented and successfully maintained there are substantial
barriers which need to be understood and addressed.
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Methods

In preparation for the present study of hospital systems, we reviewed and updated our literature
review from 2004. This updated review is provided in Appendix A. From this literature review, as
well as the outcomes of the 2004 study, we devel oped the questionnaires used in the current study.

Data collection was completed via structured surveys, which were mailed to participants. The
sample consisted of the CEOs of all hospital systems, and the hospitals comprising those systems,
that were listed inthe American Hospital Association database in the winter of 2006. Hospitals that
were included in the list met the following criteria: non-federal, general medical/surgical, short-
term, and identified to be part of asystem The total number meeting these criteria was 2202
hospitals and 342 systems, for atotal of 2544 surveys distributed.

Surveys were distributed viafirst class mail and addressed to the hospital CEO of record in the
AHA database. Mailings contained a covering letter explaining the survey, which described the
survey’s purpose and identified the researchers involved as well as the sponsorship provided by the
American College of Healthcare Executives. The mailing also contained a copy of the survey and a
prepaid return envelope. Individuals who did not respond to the first survey within several weeks
were re-queried via a second “reminder” mailing containing a new copy of the survey and a new

reply envelope.
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Results: Description of participants

A total of 783 institutions returned a usable completed survey, which included 679 hospital CEOs
and 104 system CEOs. Response rates were approximately equivalent across hospitals and systems,
with 31% of the 2202 hospitals originally sampled that met the study criteria, and 30% of the 342
hospital system CEOs. A total of 299 systems (87%) had one or more hospital CEOs respond.

For hospital respondents, average hospital size was 175 beds (s.d. = 182) with an average of 847
full-time equivalent (FTE) employees (s.d. = 1072). The respondent hospitals were significantly
smaller than non-respondent hospitals (F(1,2200) = 4.5, p =.04), although the absolute difference
was not large — on average, respondent hospitals had 18 fewer beds. Respondents were not
significantly different from nonrespondents in terms of FTEs (F(1,2200) = 3.2, p = .07). Hospita
demographic comparisons of respondent and nonrespondent data are provided in Table 1, using the
most recent hospital demographic information available.

Table 1. Hospital demographics comparison: Respondent vs. non-respondent hospitals using
2007 data

Non-respondents Respondents
N = 1523 N =679
N % of total N % of total
Owner ship
State 26 17 10 15
County 64 4.2 35 5.2
City 18 12 15 2.2
City-County 2 0.1 2 0.3
Hospital District 53 35 39 5.7
Church 286 18.8 144 21.2
Other NFP 654 42.9 304 44.8
Individual 3 0.2 1 0.1
Partnership 62 4.1 22 3.2
I/O Corporation 355 23.3 107 15.8
CBSA Type:
Division 266 175 109 16.0
Metro 755 49.6 299 44.0
Micro 249 16.3 123 18.0

Rural 253 16.6 148 0.2
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Respondent demographics

The medianrespondent age was 53; median age for hospital CEOs was 52; for system CEOs the
median age was 57. Median respondent tenure in their current position was 5 years, 4 months for
hospital CEOs and 8 years, 2 months for system CEOs The total sample was 79% male (89% for
system CEQOs, 77% for hospital CEOs). In terms of ethnicity, 93% reported they were
White/Caucasian (94% for system CEQOs, 93% for hospital CEOs); Hispanic/Latino was identified
by 2% of the system CEO group and 4% of the hospital CEO group; and Black/African American
was identified by 4% of the system CEO group and 3% of the hospital CEO group. Other ethnic
categories (Asian/Pacific Islander, Native American, and Other) each represented less than 1% of
the respondents.

83% of the hospital CEO respondents and 77% of the system CEO respondents indicated they were
ACHE &ffiliated. Of the affiliates, 36% indicated they were Member status (39% of the affiliated
hospital CEOs, 14% of the affiliated system CEOQs); 33% were Diplomates (34% of hospital CEOs
and 20% of system CEQs), and 31% were Fellows (26% of hospital CEOs and 66% of the system
CEO:s).
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Succession Planning Practices

Summary: Thefirst set of questions on the survey asked whether respondents’ organizations had
succession planning practices in place, whether successors had been named, and if not, the nature
of the organizational barriers that were preventing implementation of succession planning.

How the current CEOs came into their roles

Median respondent tenure in their current position was four years. The median tenure of the prior
CEO was seven years for system CEOs, and five years for the hospital CEOs. Twenty-five
respondents (3%) indicated there had not been a prior CEO in their role. Fifty-one percent of the
hospital CEOs reported that they had been hired internally; of this group, 39% were hired from the
same hospital, 43% from another hospital in the system, and 18% from another position in the
system. Sixty-five percent of the responding system CEOs reported they were internal hires.

Twenty-eight percent of the internally hired CEOs indicated they were identified for therolein
advance: 26% for hospital CEOs, 40% for system CEOs. For CEOs who said they were identified
in advance, the median amount of time between when a CEO was identified and when s/he assumed
the position was 9.5 months for the hospital CEOs, and 24 months for the system CEOs

Has a specific successor been identified for your position?

Approaches to succession planning can be meaningfully distinguished into two groups: “relay
successions,” in which asingle individual is identified as a successor, and “horse race successions,”
in which two or more individuals are identified as potential successors. Participants were asked to
identify whether no successors, one successor, or more than one potential successor had been
identified for their role. A total of 187 of the responding hospital CEOs (27%), and 50 of the
system CEOs (49%) indicated that one or more successors had been identified for their position.
For system the CEOs, 14% had identified a specific successor, and 35% had identified multiple
possible successors. For the hospital CEOs, 9% had identified a specific successor and 19% had
identified multiple potential successors. These results are represented graphically in Figure 1.
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Figure 1: Number of successorsidentified

Hospital CEOs System CEOs

One successor,

Multiple successors, 9%

19% One successor, 14%

Multiple successors
35%

No successors,

No successors, 739 51%

Of the CEOs who had themselves been part of a succession planning processin the past, 37% had
one or more specific successors identified. Of the CEOs who had not been part of a succession
planning process, 29% had a specific successor or successors identified.

CEOswho said that no successors had been identified were asked to identify barriersthey
experienced to identifying a successor. As shown in Table 2, by far the most frequently cited
barrier was that the CEO was “too new” to the positionto be considering a successor (N = 210, or
39%). Three additional specific barriers were cited by more than one in five of the respondents: not
part of our organizational culture, not a high enough priority to the board, no internal candidates to
prepare. Fewer than five of the respondents (less than 1%) indicated that they thought succession
planning was not useful.

At the hospital level, there was a small but statistically significant relationship between net margin
and whether one or more successors had been identified (F(1, 601) = 4.0, p = .047). Hospitals with
identified successors averaged a 7.0% net margin, vs. 5.5% for hospitals without identified
successors. At the system level, the absolute difference was smaller (4.8% for those with identified
successors, vs. 3.9% for those without) and was not statistically significant (F(1, 91) = 2.2, p = .14).
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Response choice N (%)
I’m too new to the CEO position 210 (39
It's not a high priority for the board right now 155 (29
It's not a part of our organizational culture 153 (28)
There are no internal candidates whom we could prepare 126 (23)
Other 121 (22)
It's not a high priority for me right now 106 (20
| have not been offered a retirement / transition package 67 (12)
There are several internal candidates who could succeed me; 21 4
therefore, succession planning would be very difficult politically

| do not view succession planning as useful <5 ©)

N =543
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To what extent is succession planning routinely practiced?

For the 102 system CEOswho responded to this question, 50 (49%) reported that succession
planning was routinely practiced at the system level. For the 677 hospital CEOs responding to this
question, 202 (30%) reported that succession planning was routingly practiced within their hospital.
Both sets of results compare favorably to the freestanding hospitals survey conducted in 2004, in
which only 21% of respondents indicated any succession planning was taking place. By
comparison, arecent research review suggested that 45-65% of other private-sector industries

practice succession planning (Garman & Glawe, 2004).

A breakdown of responses by level of succession planning is provided in Table 3.

Table 3: Prevalence of succession planning by organization level

N (%)
Hospital CEOs (hospital level succession planning)
- Not routinely done 475 (70)
- Routinely donefor...
CEO position 116 a7)
Top-level leadership (e.g., CFO, COO, SVP) 142 (21)
Mid-level leadership (e.g. VPs) 116 a7
Department heads 97 (14)
System CEOs (system level succession planning)
- Not routinely done 52 (51)
- Routinely done for...
CEO position 36 (35)
Top-level leadership (e.g., CFO, COO, SVP) 45 (44)
Mid-level leadership (e.g. VPs) 31 (30)
Department heads 11 (11)
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Assessment and Selection Practices

Summary: Selecting potential successorsis an essential early step in the succession planning
process. Survey participants were asked several questions about how candidates wer e selected, and
the extent to which a consideration of ethnic diversity affected the assembly of candidate pools.

Who was involved in the selection?

Respondents who reported that they had identified one or more successors were asked a set of
questions about who had been involved in the candidate’ s selection. The most frequertly cited
person involved was the incumbent CEO, who was involved in 63% of the hospital successor
decisions and 76% of the system successor decisions. For hospital CEOs, 77% cited at least one
system representative as being part of the selection, most frequently the system CEO (47%).
System representatives were involved in selecting system CEO successors for 84% of the
respondents.

How was the successor chosen?

Organizations were asked to describe the methods used to make the choice of successor in their
organization. Of the 234 respondents, 123 (53%) said the decision was made informally (e.g.
through internal discussion), and 111 (47%) indicated that formal methods were used. For both
hospitals and systems, the most frequently cited forma method was internal |eadership development
/ talent management prograns (84 of the hospital CEO respondents and 12 of the system CEO
respondents, or 96 total), followed by interview (42 total), assessment tests / assessment centers (26
total), and peer nomination (21 total).

Who were considered as potential successors?

For both hospital and system CEQs, the most frequent composition of a potential successor pool
included internal candidates only (67% for each respondent type), followed by a combination of
internal and external candidates (27% for each). Six percent of the system CEO successor pools
and 6% of the hospital CEO successor pools included external candidates only. Hospital CEOs
were also asked whether internal candidates were from within the hospital, outside the hospital but
within the system, or both. For 55% of respondents, al internal candidates were from outside the
hospital and elsewhere in the system; for 28% of the respondents all internal candidates were from
within the hospital; and 17% of the respondents indicated a combination of the two.

What characteristics set the potential successors apart?

Survey respondents were asked to write down any characteristics that distinguished the potential
successors from other senior executives; 161 respondents provided comments, containing atotal of
241 descriptors. Experience was the most frequently cited distinguisher, with 63 mentions,
followed by the track record of results (29), leadership style (18), interpersonal skills (15), and
knowledge of the hospital, system, and/or market (13).
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Successor development and transition

How are Successors Prepared for the Role?

The mgjority of respondents who reported that potential successors had been identified also
indicated that the successors were involved in one or more formal development activities to prepare
them for thisrole. Most respondents indicated that multiple methods were being used (modal
response was 3).

As can be seen in Table 4, mentoring was the most frequently cited development method used in
both hospital and system CEO successions, followed by developmental (“stretch”) assignments and
360-degree feedback. In comparison to system CEO successors, hospital CEO successors were
significantly more likely to be involved with formal education / training programs (X2 (1, N = 233)
=4.9, p =.02); system CEO successors were significantly more likely to be receiving mentoring
(X% (1, N =232) = 4.6, p=.02).

Table 4. Hospitals and systemswith identified successors: Types of development activities that
successors are/ will beinvolved in

Hospital CEOs System CEOs
N (%) N (%)

No developmental activities cited 27 (19 6 (12)
One or more developmental activities cited: 160  (86) 44 (88)
SpeC|f| ¢ development activities mentioned:
Mentoring (e.g. regular 1:1 meetings with 128  (68) 38 (84)
you, current CEO, for this explicit purpose)
Developmental (*stretch”) assignments 111 (59 25 (56)
360-degree feedback 83 (44 17 (38)
Structured socialization (e.g. meeting with 74 (40) 12 27
key stakeholders to develop these
rel ationships)
Formal education / training program 64 (34 8 a7
Coaching from external consultant 41 (22 15 (33)
Job rotation 32 (17 5 (12
Other 17 (09) 4 (10)

N = 187 for hospital CEOs; 50 for system CEOs

How Long is the Transition Process Expected to Take?

Respondents who indicated that one or more successors had been identified were asked to indicate
how long the succession process was expected to take in total, from inception to transition. The
median amount of time reported by respondents to this question (N = 151) was three years for
hospital CEO successors (N = 112), and four years for system CEO successors (N = 39).
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Evaluation practices

Respondents who indicated that succession planning was an ongoing/routine process in their
systems were also asked whether the planning process was evaluated at the system level.
Responses to this question were then aggregated to the system level, and evaluation methods were
considered to be in place if at least one respondent mentioned them. Of the 117 systems with
responses to this question 68 (58%) indicated that their succession planning processes were
formally evaluated.

For those systems indicating the process was formally evaluated, the most frequently cited
evaluation practice was incumbent appraisals (68%), followed by statistical analysisof interna vs.
externa hires (47%), board reviews of effectiveness, and success of transitions (44% and 34%,
respectively). Cost-benefit analysis was cited by the smallest number of organizations (n = 14).
Seventeen respondents indicated they used some other means for evaluating succession planning
(e.g. review by senior leadership committee, or use of external consultants).

Table 5: Whether and how succession planning was evaluated at the system level

N (%)
If routinely done, is the process formally evaluated? Yes 68 (58)
No 44 (38)

If formally evaluated, how? (n = 68; respondents

could select multiple methods)
Incumbents are appraised on how they 46 (68)
identify/prepare successors

Statistics are kept on the percentage of leaders 32 47)
hired from within

Board reviews effectiveness of the process 30 (44)
Statistics are kept on the success of transitions 23 (34
Costs/benefits of succession programs are 14 (22)
estimated

Other 15 (22)

N =117 systems

There was a statistically significant relationship between whether a designated individual or group
was responsible for the succession planning process at the hospital level, and the presence of a
formal evaluation process (X2 (1, N = 104) = 23.0, p < .001). 77% of organizations with designated
responsible parties also had formal evaluation processes; this compared to 27% of organizationsin
which there was no identified responsible party.
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What Makes Succession Planning Practices Most Effective?

Respondents were asked for their perceptions of the effectiveness of their succession planning

processes via two questions. “How effective is your organizationin identifying appropriate
successors for the CEO position?” and “How effective is your organization in preparing candidates
for the CEO role?’” Responses involved a Likert-type scale (“Very ineffective’ to “Very

effective”). A breakdown of responsesis provided in Table 6.

Table 6: How respondents viewed their organization’s effectiveness

Hospital CEOs System CEOs
N (%) N (%)
| dentifying appropriate successors
Very Ineffective R (14) 7 (07)
146 (23) 16 (15)
Uncertain 203 (31 36 (35)
148 (23) <%} (33)
Very Effective 57 (09) 11 (11)
Preparing successors for the role
Very Ineffective 85 (13) 5 (05)
163 (25) 21 (22)
Uncertain 211 (33 39 (39)
138 (21 30 (29
Very Effective 48 (07) 7 (07)
Communicating about succession to staff
Very Ineffective 157 (25) 14 (14)
187 (29 32 (32)
Uncertain 196 (31) 29 (28)
75 (12 22 (22
Very Effective 24 (04) 5 (05
Communicating about succession to the community
Very Ineffective 200 (32 27 (28)
178 (28) <7} (35
Uncertain 171 (27) 26 (27)
63 (10 7 (07)
Very Effective 20 (03) 4 (04)

Asthe table illustrates, system CEOs as a group tended to view their organizations as more effective
than hospital CEOs did in terms of identifying successors, preparing successors for their roles, and
communicating about successions with the staff. 1n terms of identifying and preparing successors,
there were more system CEOs who viewed their organizations as either effective or very effective
than there were systems CEOs who viewed their organizations as either ineffective or very
ineffective. The opposite pattern was found for these two questions for hospital CEOs; there were
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more hospital CEOs who described their organizations as either ineffective or very ineffective than
there were who described themas either effective or very effective.

In terms of the questions about communicating succession plans, the differences between hospital
CEOs and system CEOs were less pronounced, and both groups generally viewed their
organizations less favorably. For both questions about communications (to staff and to the
community), there were substantially more hospital and system CEOs who thought that their
organizations were either ineffective or very ineffective, than there were CEOs who thought their
organizations were either effective or very effective. For communications to the community, in
particular, only 13% of hospital CEOs and 11% of system CEOs thought their organizations were
either effective or very effective.

Extent to which it is Routinely Practiced

Additional analyses examined the extent to which specific practices were associated with perceived
effectiveness. First, the extent of succession planning (i.e. whether it was routine, and if so, how
pervasive the practice is) was correlated with the effectivenessitems. An ordinal scale was created
which sums the number of levels (1-4) inwhich succession planning is conducted within hospitals.
Results indicated that extent of planning was significantly and positively correlated with perceived
effectiveness in idertifying successors (rs(750) = .32, p < .001)* and preparing successors for the
CEOrole (rs (747) = .29, p < .001), as well as communicating with staff and the community (rs
(741) = .18, p<.001 and rs (730) = .12, p = .001, respectively).

The effects described above appeared to also be influenced by the extent to which succession
planning was a top-down vs. bottom-up practice in the organization. Respondents indicating that
only department heads and mid-level leaders(i.e. no higher levels) were involved in succession
planning tended to view their organizations as less effective at succession planning than respondents
who indicated that higher levels of |eadership were also involved.

Evaluation Practices

Next, associations between evaluation practices and effectiveness were assessed via ANOVAS.
Results, shown in Table 7, indicate that identification of a formal evaluation process associated with
succession planning was associated with significantly higher perceived effectiveness in identifying
candidates. However, other than keeping statistics on the success of transitions, there were no
specific formal evaluation processes that appeared to significantly influence perceived effectiveness
in preparing CEO successors more than the others

! v, the Spearman-Brown rank order statistic, is used to provide a measure of association between two variables when
one or both are not normally distributed. The rs can range from ahigh of 1, which would be interpreted as a perfect
correlation, to alow of 0, which would indicate no relationship. The number in parentheses (750) refers to the number
of observations; the p value indicates the likelihood that a result of this magnitude might have happened by chance
alone (in this case, less than one in athousand).
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Aver age effectivenessin...

I dentifying Preparing
candidates' successor s for
therole!

I's succession planning formally
evaluated? Yes 3.6* 34
No 3.3 3.2

If evaluated, how?

Incumbents are appraised Yes 3.6 34
No 3.6 34
Statistics are kept on the Yes 3.9 3.8*
success of transitions No 35 3.3
Statistics are kept on Yes 3.6 35
Internal hires No 3.6 3.3
Costg/benefits estimated Yes 34 34
No 3.6 34
Board review Yes 35 3.2
No 3.6 35
Other Yes 3.7 35
No 35 34
Designated individual or group Yes 3.7 35
Responsible at system level No 35 34

'Scde: 1= very ineffective €-> 5 = very effective

*p<.05

The next three sections describe analyses related to the effectiveness questions. The first section
relates to perceived effectiveness in identifying candidates; the second, to effectiveness in preparing
candidates for the role; the third, to the process of communicating about succession planning.
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Improving the Identification of Successors

Summary: This section examines how organizational practices relate to perceived effectivenessin
identifying successors. Higher perceived effectiveness was associated with identifying one or more
CEO successors in advance and greater emphasis on ethnic and gender diversity in the
identification process. None of the other factors, including types of assessment methods used, were
significantly associated with perceived effectiveness.

Identifying CEO successors in advance

CEOs who reported that no potential successor CEOs had been identified also described their
organization’s practices as significantly less effective in identifying potential successors (F(2,745) =
57.5, p<.001) 2. For CEOs with no identified successors, the average perceived effectiveness was
2.7 (i.e. between ineffective and the neutral midpoint); for CEOs with one potential successor
identified, average perceived effectiveness was 3.4 (i.e. between neutral and effective). CEOs with
multiple potential successors identified rated their organization’s effectiveness as 3.6.

Who is involved in the decisions

No statistically significant relationships were found between the involvement of specific individuals
(by position title) in the selection decision and perceived effectiveness of identifying successors.
However there was a significant relationship between the breadth of system representation involved
(as measured by the total number of system representatives mentioned involved in the process) and
perceived effectiveness of identifying successors (rs (213) = .19, p <.01).

Nature of the candidate pools

No statistically significant differences were found between the composition of the candidate pool
(internds-only, externals-only, or both) and perceived effectiveness of the organization in selecting
candidates (F(2,204) = 2.7, ns.).

Respondents were a so asked to describe the extent to which ethnic and gender diversity were
important considerations in assembling the most recent pool of candidates for a senior executive
position. There was a positive and statistically significant association between perceived
effectiveness in identifying successors and the importance of ethnic diversity (rs (707) = .14, p <
.001). and gender diversity (rs (704) = .13, p < .001).

2 The F statistic is provided by analysis of variance, and measures the magnitude of association for a particular model.
The two numbersin parentheses are the “ degrees of freedom” associated with the analysis (higher numbers provide
greater statistical power); thefirst isthe number of groups minus one; the second is the number of observations minus
the number of groups.

3«N.S.” abbreviates “not significant.” For this report, resultsin which p > .05 were considered not significant.
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Assessment methods used

There was a significant relationship between the total number of formal assessment methods used
and perceived effectiveness in identifying CEO successors (rs (690) = .24, p < .01). There were
other no significant associations found between use of formal vs. informal approaches to selection
processes, or for specific types of formal processes (interviews vs. peer nomination, assessment
centers) and perceived effectiveness of the successor identification process.

Improving Successor Preparation

Summary: In this section we examine how organizational practices relate to perceived effectiveness
in preparing successors to assume their new role. Higher perceived effectiveness was positively
associated with: (1) identifying one or more CEO successors in advance, (2) longer transition

times, and (3) higher numbers of developmental activities employed (three or more was best). The
most powerful combination of devel opment activities involved mentoring, structured socialization,
and formal education/training programs.

Identifying CEO successors in advance

Perceived effectiveness in preparing successors differed according to whether no successors had
been identified for the CEO role (M = 2.6, s.d. = 1.1), versus one successor (M = 3.5, s.d. =1.1) or
multiple successors (M = 3.4, s.d. = 0.93). Intergroup differences were statistically significant
(F(2,742) = 50.6, p < .001); post- hoc analyses indicated that participants who had no identified
successors rated their organization’s practices for preparing successors for their new rolesas
significantly less effective than the participants who had one or more successors currently
identified.

Perceived effectiveness was also significantly associated with the scope of the succession planning
program, measured by an ordinal scale which sums the number of organizational levels (1-4) in
which succession planning is conducted within the hospitas (rs (235) = .14, p < .05).

Length of the transition

Perceived effectiveness was significantly correlated with the length of time the incumbent CEO had
between being identified as a potential successor and assuming the CEO role (15 (112) = .19, p=
.05). However there was not a significant relationship between the anticipated length of the
succession transition process and perceived effectiveness in preparing successors for the role (rs
(155) = .11, n.s).



Succession planning - 23

Developmental activities used: Amount and types

We assessed the relationship between specific developmental steps taken and the perceived
effectiveness of the organization in preparing candidates for the CEO role. First, a scale score was
created based on the total number of developmental activities cited (options given on the survey
were: mentoring, coaching, structured socialization, 360-degree feedback, devel opmental
assignments, job rotation, formal education/training programs, and “other”). Next, this new scale
was correlated with perceived effectiveness in developing candidates. The relationship was
statistically significant and positive (r{(747) = .32, p <. 01). Figure 2 illustrates the effect by
grouping respondents according to the number of development interventions employed.

Figure2: How the number of development interventionsrelated to effectiveness
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Next, we analyzed the relationship between specific developmental interventions and the perceived
effectiveness of these efforts Results of these analyses are shownin Table 8. For example, overall
perceived effectiveness averaged 3.4 for organizations who reported the use of mentoring, and 2.7
for organizatiors that did not report using mentoring in preparing successors. Analyses (ANOVAYS)
reveaed statistically significant differences in overall perceived effectiveness for each of the

devel opment activities cited.

To assess whether a combination of developmental activities was associated with higher perceived
effectiveness, stepwise regression was used (F-to-enter = .05; F-to-remove = .10). From this
analysis, the strongest predictive model included three developmenta areas. Mentoring (Beta =
.17), Structured socialization (Beta = .12), and Formal education/training programs (Beta=.11).
This grouping yielded an R of .10, indicating that although the combination was statistically
significant, the magnitude of the effect was relatively small, accounting for only 10% of the
variance in effectiveness ratings.
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Table 8: How each of the developmental activitiesrelated to perceived effectiveness of
preparing successor s

Overall
Per celved
effectiveness!
Developmental activities employed:
- Mentoring (e.g. regular 1:1 meetings Yes  3.4**

with the current CEO for this explicit No 2.7

purpose)

Developmental (“stretch”) Yes  3.5**

Assignments No 2.7

Structured “socialization” (e.g. Yes  3.6**

meeting with key stakeholdersto develop No 2.8
these relationships)

360-degree feedback Yes  3.4**
No 2.8
Formal education/training programs Yes  3.6**
No 2.8
Job rotation Yes  3.6**
No 2.8
Coaching from external consultant Yes  3.3**
No 2.8
Other Yes  34*
No 2.9

"Scale: 1 = very ineffective; 5 = very effective.
* n<.05; ** p < .001
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Improving Communication Effectiveness

Summary: In this section we examine how organizational practices influence perceived successin
communicating about succession plans. We find that most respondents don't believe their

organi zations communi cate effectively about successions, either to staff or to the community.
Higher perceived effectiveness was associated with (1) succession planning being a routine
practice, and (2) having a specific individual, or group of individuals, who are identified as
responsible for the succession planning process, however the latter finding was not statistically
significant when hospital and system respondents wer e analyzed separately.

Communicating about successions, particularly in top-level positions, often poses considerable
challenges and risks. Transitions inevitably create uncertainty among employees, as well as a need
for enhanced communication with the communities the hospital serves. Our practical experience
suggested to us that thisis an area in which many hospitals are trying to improve. Several questions
on the survey focused on the perceived communication efforts; in this section we examine the

associ ation between various practices and perceived effectiveness of communications. Results are
shown below in Table 9.

Table 9: Howstructural and procedural differencesrelated to communication effectiveness

M ean effectivenessin communicating
about succession...

...to hospital ...to the community
staff
Respondent type Hospital 2.4 2.2
CEO
System 2.7* 2.3
CEO
Succession planning is routine
practice...
...a the hospital level Yes 2.7** 2.4*
No 2.3 2.2
...a the system level Yes 3.1* 2.4
No 24 2.1
Designated individual or group
responsible at system level
Hospital Yes 2.9 2.5
CEOs No 2.6 2.4

1 = very ineffective <> 5 = very effective
*p<.05; ** p<.001
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As can be seenin Table 9, system CEQOs perceived their communications with hospital staff to be
more effective than was the case for hospital CEOs; however the groups did not differ significantly
in their perceptions of communications to the community. In hospitals and systems where
succession planning was routinely practiced, communications to hospital staff and to the community
tended to be viewed as more effective. Communications about hospital successions also tended to
be viewed as more effective in hospitals in which an individual or group was designated as
responsible for the succession planning process however the magnitude of this effect was not
statistically significant. (System CEO responses were not separately reported in the latter half of
this table because fewer than five of the system CEOs reported that there was not a designated
individual or group responsible for succession planning at this level.)
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Conclusions

The research project described in this report was implemented to gain a better understanding of the
current state of succession planning practicesin U.S. hospital systems. Results suggested that
system headquarters practiced succession planning much more frequently than their component
hospitals. Barriers preventing succession planning at system headquarters to roll down to the
hospital level may be a useful focus for follow-up research.

Results also suggested that respondents may be providing substantially more time to their potential
successors to prepare for these roles than the respondents themselves had received. Hospital CEQOs,
who anticipated successors having three years to prepare, had themselves only been given six
months. System CEOs, who reported providing an average 3.5 years for their successors to prepare,
had themselves on average been given2.5 years. Given the relationship between prior transition
length and perceived effectiveness of the transition process, this trend toward longer trarsition times
seems encouraging.

In the near-term, however, it seems likely that ideal transition time will remain longer than actual
transition time, particularly in hospitals and systems that have not adopted succession planning as
routine practice. To thisend, additional research investigating best practices for “fast tracking”
healthcare managers for senior leadership roles (e.g. use of ACHE programs, mentors / coaches,
and/or professional support networks such as the CEO Circle) may be particularly helpful.
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Appendix A: Literature review

Introduction

The construct of “succession planning” has been defined in many different ways, therefore we start
this section with an operational definition for our purposes. We will define succession planning as:
a structured process involving the identification and preparation of a successor, for a given
organizational role, that occurs while that role is still filled. By “formal,” we refer to a process
having some reliable structure and/or custom, thereby excluding from the definition the more ad hoc
or “just-in-time” identification of successors. The identification and preparation processes in our
definition are purposely left undefined as to specific methods, to reflect the full heterogeneity of
current practice. Finally, the qualifiers, “given organizational role’ and “while that role is still
filled”, were added to exclude the preparation of individuals for new and emerging roles, as well as
the more reactive process of finding a successor once a position has been vacated.

Using this definition, Garman and Glawe (2004) conducted a comprehensive review of all
succession planning research conducted during the past ten years. As this review noted, despite the
tremendous breadth and diversity of field research that has been conducted regarding top-level
succession planning, no dominant theoretical model of succession has emerged.

Since the time of that study, interest in succession planning has grown considerably, particularly as
it relates to the broader domain of strategic human resource management. This has led to the
emergence of a new construct — “talent management” — to describe organization level effortsto
identify and preparing potential successors for key roles. A recent review of these practices (Lewis
& Heckman, 2006) reached a conclusion similar to the 2004 review, i.e. that practices remain
relatively fluid, unguided by theory or standards of practice.

In 2004, we constructed a model by which to frame the available research into a coherent whole.
Although the model has undergone some additional revision for this report, the basic framework
remains largely intact, as shown in Figure A-1. The model divides succession research into three
domains. Leadership and Governance factors affecting succession process, Practices (the succession
process itself), and Outcomes associated with each.
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Figure A-1: An integrated model of the succession planning process
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Leadership and Governance Factors

Whether, and how, succession planning should be conducted is ultimately decided by some
combination of the hospital’s board and/or its senior leadership. Of the various factors affecting
succession planning decisions, the strongest is historical precedent (Ocasio, 1999): quite ssimply,
succession planning is most likely to take the form of prior approaches, or lack thereof. Assuming
that succession planning is taking place, the specifics of the process will be affected by the other
factors listed in the left-most box of Figure 1. “Planning time horizon” refers to the extent to which
long-range goals dominate over immediate challenges. For example, when leadership is
preoccupied with financial or other threats to organizational survival, the time horizon tends to
constrict; in these cases succession planning is far less likely to receive attention. In contrast,
longer time horizons allow for a greater focus on position transitions and, subsequently, succession
planning. Internal labor market perceptions will influence whether the internal pool is considered in
exclusion to an external search, or, if external search is conducted, the extent to which it is taken
serioudly. Political climate will determine the relative weight given to existing relationships vs.
objective competency. Finally, the “openness’ in the organizationa climate will influence the
extent to which succession planning processes are communicated within the organization.

Succession practices

Although succession planning practices continue to vary considerably from organization to
organization, the process model shown in the middle box of Figure 1 captures the components most
frequently described as associated with the process. The box succession planning asacyclical
process, moving continuously from successor identification to role assumption and back again. If
we arbitrarily decide that assumption of arole begins the cycle, the next phase will begin with the
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decision that a successor should be identified. Organizations will differ in the extent to which
responsibility for candidate identification rests with the CEO vs. the board chair, or in combination
with other key stakeholders (Schleifer & Summers, 1988; Vancil, 1987). Interms of who is eligible
for consideration, hospitals may employ “first-cut” criteriafor experience (e.g. a certain number of
years in an executive leadership position) and education (e.g. an M.D. and/or MBA/MHA/MPH).
The identification process itself may vary from highly informal to highly structured; the latter may
include formal assessment processes using objective outside counsel. Candidates may be identified
from within the organization, or outsiders can be brought in to assume atemporary role (e.g. EVP
or COO) in anticipation of succeeding to the CEO role.  Once the successor is identified, a
preparation phase begins. Here aso, in practice the process can vary from informal and
unstructured to a more structured, planned process of forming relationships with key stakeholders
and gaining exposure to critical processes.

Outcomes

Succession planning is thought to have a number of payoffs for organizations. Although multi-
organization evaluation studies of succession planning remain relatively uncommon(noteworthy
exceptions include the work of Conger & Fulmer (2003) and Karaevli and Hall (2003)), these
evaluation studies have yielded a number of important findings, particularly in relation to the
implications of internal vs. external successors. When successors are brought in from outside the
organization, the public often interprets this as a signal that the prior leaders were performing below
expectations (Dyl, 1985; Friedman & Singh, 1989; Lorsch & Maclver, 1989) or that there were
fundamental differencesin the board’s and leaders’ perspectives on where the organization should
be going (Faith, Higgins, & Tollison, 1984).

Best practices

Results of the evaluation studies described in the prior section, supplemented by the more informal
“lessons learned”-type writings of succession practitioners, were used to craft apreliminary set of
“best practice” guidelines for the 2004 study (Garman & Glawe, 2004). These initial guidelines
have been supplemented by additional work appearing in the past two years. Most writings
reviewed discussed succession planning in a broad sense, rather than as it specifically should play
out with the CEO role. Where differences were cited between CEO succession vs. succession for
other positions, there was a universal emphasis on the importance of CEO succession planning
being an ongoing process —i.e., having a successor ready to step in if needed at all times.

The other best practice findings are summarized in Table A-1, and are annotated here. First,
executive ownership is considered critical for success, as it helps ensure that executives and the
board dedicate time and hold one another accountable for the process (Axel, 1994; Beeson, 2000;
Buckner & Savneski, 1994; Carey & Ogden, 2000). The successionplanning process should idedly
identify high-potential employees early enough in their careers so that significant devel opmental
assignments can be appropriately planned and implemented. These developmental tasks should be
cross-functiona in nature in order to expose candidates to the full breadth of business functions
(Beeson, 1999; Metz, 1998). Succession planning should also include objective criteria or
competencies against which potential candidates are assessed. This can be accomplished through
assessment centers or structured interviews (Axel, 1994; Beeson, 2000; Buckner & Savenski, 1994).
Another important aspect in assessing candidates is to benchmark those candidates not only against
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the company successfully into the future and that the identified “high potential” would aso be
considered an industry best (Beeson, 1999;Carey & Ogden, 2000).

Table A-1: Summary of “best practice” findingsfrom theliteraturereview

Governance oversight

Codify the board’ s succession planning responsibilities as ongoing and
proactive (versus event-driven / reactive.)

Executive ownership

Dedicate time and agenda space for ongoing succession planning, and hold
executives accountabl e for participating

Early identification and
development of talent

Orchestrate significant developmental assignments at a time when major
shiftsinjob responsibility are easier to handle

Assessment of candidates’
strengths and weaknesses

Use objective criteria/competencies

Use formal assessment processes (e.g. structured interviews, assessment
centers)

Developmental assignments

Make use of developmental (“stretch”) assignments to build needed skills
and relationships.

Build feedback loops into the assignments (e.g. 360-degree feedback, post-
assignment debriefings)

Externa benchmarking/
Recruitment

Periodically assess high potential inside candidates against
external/industry benchmarks

Use objective partiesin conjunction withinternal development to ensure
objectivity

Inside Successors

Greater likelihood to maintain current strategic vision

L eads to homogeneous groups because of similarity in past experience and
organization tenure — more cohesive/communicate more frequently/ high
level of integration

Morelikely to follow in predecessors footsteps

Outside successors

Greater likelihood to experience significant strategic change

L eads to more heterogeneous work group — challenge existing
viewpoints/more solutions

Represents new power base b/c of few tiesto the old system

M easuring success

Create and maintain specific accountabilities for the success of the process.
Regularly evaluate outcomes of succession planning processes.

Monitor succession planning using objective outcome netrics (e.g. rates of
internal successions, and effectiveness of those transition), and use the
metricsto evolve practices.
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Appendix B: Definitions of Development Practices

The expert panel alerted us that a number of the development practices described in this report
would not be familiar to all readers. Below we provide a brief definition of each, in the context of
this specific research project.

Mentoring. Regular one-to-one meetings between a successor (or potential successor) and the
incumbent CEO, in which the explicit purpose of the meeting was developing the successor’s skills.

Coaching. Mentoring that is provided to successors through an external consultant (sometimes
referred to as “ executive coaching.”)

Structured socialization. Meetings set up between potential successors and key stakeholders (for
example: medical staff, board members, and community representatives), to proactively develop
working relationships that will be needed in the future.

360-degree feedback. (Also called “multisource feedback.”) The collection, from multiple sources
(e.g. superiors, peers, direct reports, clients, and other stakeholders), of performance-related
information about a particular leader, which are then aggregated into a report that typicaly masks
the individual sources of that information with the exception of the direct supervisor. The approach
is designed to help the leader identify strengths and development needs, and to formulate
appropriate development plans.

Developmental (“stretch”) assignments. Special projects and responsibilities that are assigned to
aleader in order to help them develop the skills and experience they will need to be successful in a
future role.

Job rotation. The temporary movement of a leader to a different position, department, and/or
hospital within a system, to build knowledge and relationships that will be needed in a future role.

Formal education/training programs. Any formally structured program designed to develop
leaders for future roles. In the context of this survey, this often included systemprovided
leadership development programs, but also included externally provided programs (e.g. a potential
successor enrolling in a master’ s degree program or one of the ACHE boot camps).
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Appendix C-1: System CEO Succession Survey

| D —_|
AmmeticanCaollege of -
Honlate b /7\ RUSH UNIVERSITY o _
Halbaucxeauvs () Uriioal CENTER v @ Company

System CEO Succession Survey

Moter IF you are the CEC of both a system and a hospital, please answer questions froe the system perspective

Back Hre:-lnld

1 How long have you held the CED pasition of this system? ___ Years _ Monthe
2. About how long was your predecessers the CEO of this system? Years O Mo predecessos
3 Were you hired {check onej: i+ Externally? {outside the system) » Other? (2 g, merger, acquisition)

1 Internalby? twithin the system)

IF IMTERMALLY: Wete you identified as the successor in advance of your taking the position?

0 Wes —*  |FYES Howw long hefore you took the position? ears haaneng

O Unsure J

oMo+ IF MO OR UMSURE: Have you ever been invehed with succession planning before?
o fes x No

4 In the last five years, what percentage of hospital CEOs in your Systern were hired from within the system?
APDIoK % 21 Unsure

Succession Practices

5 Has a specific successor of group of potental successors been wentified for your position?
2 Yes, specific sucoessor 3 ¥es, group of potential successars
o Mgy
—+ |F NQ; What are the key bammiers to identifying a successar? (Check afl that apply)
3 I'm toa new to the CED position
3 % not 2 part of our organizatonal culture
< It% not a high precrity for me right now
o It's not & high preosity for the board right now
3 | do not view seccession planning as usefu
3 There are no internal canddates whomn we could prepare
» There are severad internal candidates who could 2ucceed me; therefare, succession plarnirg
wauld be very difficult politically
73 | hawe not been offered & retirementfransiton package
o Other

SKIP TO QUESTION &, next page

— |F YES:
53 Howe was your SUcoessor o group of potential successors chosen?
0 Informafly {2 g . mternal discussion)
2 Formally, using - {Check all that apply )
1 Pesr mpmination
O Structured intenviews
1 Leadership developmentialent management program
O Assessment tests andfor an assessment center
O Other

{OONTINUIED])
page 1 of 4
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Snccession Practices (Cont., IF you Jr.".-F!l..Lr'Inl:ll."l:| NO o question 5, skip to question &)

Sh Who was involved in making the successon decision? (Chedk all that apply)

< Myself
(7 System representatives, ncludmg:
) Board chair ) Board esecutive committee
1 Board compersaton committes ) Other board meambers
1 HR executive o Officials of a religious arder

0 Systemm C0O0
0 Dther executneds), sl tides:

0 Other board commitiess or task forces, please explain

1 Executive seanch consultant [external)
) Dther external consultant, list type:

Sc What types of candidates were considesad potential successors? (Check all that apphy )
1 Exzernal candidates (outside system)
O bnternal candidates {wathin system)

Sd What characteristics oid your SUCressar of group of potential sucoessors have that set them apart from ather
senio-level executives?

Se What kindis) of geveloprmental activities hasfwilt the successon(s) be irvolved in as part of this processy
{Chieck all that apphy )
& Wentonng (e g, regular 1:7 meetings with you, the current CED, for this explicit purpose)
O Coaching from an external consultant
o Structured socializing (2.0, meeting with key stakeholders to develop these relationships)
o 360-degree feedback
3 Developmental ¢ stretch ™) assignments
1 Jab rotation
© Formal educationftraining program, pleass describe:
o Othes

5f About how long is the succession process expected 1o take in total, from incepticn to trarsition?
ears Ianths

6 Towhat extant is succession planning & routinedongoing process n your system?
o Mot routingly done — SKIP TO QUESTION 7, page 3
o Routinely done for systerm-level posttions  (Check all that apply)
01 CED position
= Top-level leadershep (e g , CO0, CFO, seniar vice president]
1 Mid-level leadership (e g , vice president)
=t Department haads

2 Rautnely done far hosprtad-devel positions . (Check all that apply )
r Unsure
o CEOQ position
0 Top-level leadership (e.g., CO0, CFO, senior vice president)
2 Mid-leved leadesship (e g | vice president)
o Depantment heads
—+ |F ROUTIMELY DOME: Do the succession plans exist in written form at the system level?

o No

O Yes
{CONTINUED)
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KSuceession Practices ': CiiiL. |

— |F ROUTINELY DOME (continued)- |5 successon planning farmally evaluated at the system laval#
O W
i es —* IR YES: How is it evaluated? (Check gl that apphy )

O Incurnbents are aporaised on how well they identfworepare successons
o Statistics are kept on the success of transitions

O Statishos are kept on the percentage of leaders hired from within

i Costebenefits of succession programs are estimated

= Board reviews effactiveness: I sa, how often: Years Manths
o Other:

—+ |F ROUTIMELY DONE: |5 there 2 designated individual or group respensdle for the sugcession planning
pracets at the system level?

1 Mo

01 Yes —* IF YES! Please describe the group itithes, group size, nature of group invahemsant)

e

7. The last time a list of candidates was assembled for a serior executive position, to what axtent was each of the
following a factor?

Ta RacialiEthnic Diversity b Gender Diversity
£2 It was considered mandatory 2 It was considered mandatory
O It was viewed a8 very snpartant, but not mandatary O IowviEs viewsd 25 very important, but not mandstony
O It was somewhat inmportant v It was somewhat important
O It was not corsidersd imperiant ¢ 1t weas not considersed mpeirtart

3 Owerall, how effective do you believe your system's practices are for identifying and preparing successors far the
CED pasition? (Check png bax in each row)

Wery ery
IriaMfesive Effactive
8a entifying appropriate successors |_ |_ | |:
8b Preparing successors for the role | | T R T
& Communicating about succession
to system staff | | i |
to the cormmunity | ] | | |

% In the most recently completed fiscal year, what was your systerm’s total margin? %

Helpful Defintions:

MNet Incame (e, Excess of Revenbe Ower Expensos)
Total farqin =

Total Reverwe Vet of Deduchons)

et income = Ner Fatiant Revenue + Other Revenue = Operating Expenscs

Tzl Reverue {net of deductions) = Net Patient Revenue + Ofher Operating Revanue

{CONTINUED)
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Your Ul.'llu'rgj'.'i.l.'l]'!lifi

10 Year of birth
1. Gender

0 Male

1 Fernale

12 What is your educational backoround? (Check all that apply }

o BAJBL 3 hAHA o MBA s MPH

7 FhD/DPH MDD o DO 0 Other
12 (Optonal) Which of the following best describes your racefethnicity?

O White'Caucasian 7 Hispanic or Lating

o BlackiAfrican Amencan 1 Asian or Pacific lslander

O Aamencan Indian, Eskimo o Aleut 1 Other

14 Are pou an affiliate of ACHE?
o Mo
2 Yes
—+ IF ¥ES: Status o Member o Diplomate o Fellow

15 If you would lke a surmmary of these research resulis, please tell us the e-mail address toowhich you would like
the results sent fwe will only 1=e the e-mail address for this purpose)

16 If you have a succession planning story or best practce that you would be willing to share with others,
wie wauld ke to bear more about it In the space below, please et us know whom we should contact
and how we should contact them if you prefer, you may send an e-mall message to Matt lohnson,
project manager, at matthew_johrson@nsh edu

17 i yiour systemn 15 identified as a "best practice” site based on your responses to this survey, may we contact
you andéor others in your organization for additions| infarmation 7
o Mo
1 Wes —+ JF YES: Please give us your preferred contact information

1& Please include any other comments andlor experiences with successlon planning (favorable or unfavoeable)
that we shauld keep in mind as we complete this research

Flease return this survey in the attached, postage-paid erwelope, or Tax to (312) 942-4957

THANK YOU agamn for your participation Ve look forward o providing results from this research to the healthcare
EXOCUHVE COMURLNIY

page 4 of 4
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Appendix C-2: Hospital CEO Succession Survey

o ]

e AmericanColle N7
WS QUSRS  G emny

ety sobne e ™

Haospital CEO Succession Survey

Bac L‘.;_';ll.ll.l]':d

i How long have you held the CEO pesition of this hospital? Years banthe
2 About how long was your predecessor the CEO of this haspital? Years (» No predecessar
3 Were vou hired (check onel: O Intemally from the sarme hospital? Farmer title: _

< Internalky from another hospital in system? Former tithe; _ _
o Internally from: anather pesition in systern? Former title:
O Externally, from outside the system?

IF INTERMALLY: WWere wou identified as the suecessar in advance of your Laking the positon?

o ¥es —*  IF YES: How long before you took the positon? __ ears _ Months

2 Unswra 3

S MNo —* F NOOR UNSURE: Have vou ever been involved with suctession planning before?
T ¥es 1 No

Succession Pracrices

4 Has a spedfic successor or group of potential successors been identified for your position?
 Yes, specific successor  Yes, groug of potential successcrs
Mo
—+ IF NO: What are the key barriers to identifying a successor? (Check all that apply )
O ' too newy 1o the CEO position
> It's not a part of cur crganizational culture
o s ned a gk prioety foe me ngbt nee
7 s not a high priorty for the board right now
o | do not view succession planning as useful
1 There are no mitemal candidates wham we couid prepare
1 There are several internal candidates who could succeed me; therefone, succession planning
wiould be vary difficult politically
3 | have not been offered a retirementdransition package
o Other

SKIP TO QUESTION 5, next page

* IF YES:
da. How was your successor of group of potential successors chosen?
O Intormally e g | internal discussion}

o2 Formally, wsing  [(Check all that apply
o Peer nomination
-] 51[“.".',1[("!1 INTErviess
1 Leadershap developmen Utadent management program
o Assessment tests andfor an assessment center
o Other

(CONTIRLAED
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Snee on Practices (Conl.,)
If you responded NO o question 4, skip to question 5
4h Who was imeohied in making the succession decision? (Check gl that apply }

01 Wtyself

1 System representatives, induding:
1 Board chair 7 Board executive committes
1 Board compensation cammattes <1 Other board members
1 HR executive o Officials of a religious arder
0 System CEQ 3 System COO

3 QEner systerm executivels), list ttles:
 Qther hoard committees or task forces, please axplain:

O Hospezal represeniatives, including:

1 Board chair 2 Boand execuiive committes
s Board compensation cormmittes o Other board members
1 HR pxecutive o Officials of a religious asder

o Otk systern executiveds), list titles:

o Other board cammittess or 1ask forces, please explain:

O Executive search consultant (external)
> Other external consultant, list tpe:

e — =

4¢ What types of candidates were considered potential successors? (Check all that apply)
o External candidates {outside system)
O Internal candidates (within system)
1 Within the hospital only & Cutside the hospital, but within the system

4d. What characteristics did your successar ar group of potential successors have that set them apart from other
senior-level executives?

4 What kind(s) of devalopmental activities hasawill the successon(s) be invohed in as part of this progess?
{Check all that appky)
< Bentorng (e g, regular 1:1 meetings with you, the curment CEQ, for this explct purpose)
< Coaching from an external consultant
O Structured socializing (g g, mesting with key stakeholders to develop these relationships)
3 36d-degree feedback
o Developmental {"stretch™) assignments
7 Job rotaticn
¢ Formal educationdtraining program, please describe:
i Other

41 Ahout how long is the succession process expectsd to tzke in total, from inception 1o transition?
Years __ Months

5  Towhat extent is sucoession planning & routine/ongoeng process in your hospital?
o Mot routmely done — SKIP TO QUESTION 6, page 3
© Routingly done for. {Check all that apply )
1 CEO pasition
O Top-level leadership (e.g , CHO, COO, senior vice presadent]
7 Mid-level leadership {e g, vice president}
O Department heads {CONTINLIED)
nage # of 4
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+ |F ROUTIMELY DONE Do the succession plans exist in written form at the hospital level?
o Mo
> Yes
—+ [F ROUTINELY DOME: Is succession planning formally evaluated at the system level?
2 Mo
0 Yes —* |F YES: How is it evaluated? [Check all that apply )

< Incumbents are appraised on how well they identifyiprepare successoss
O Statistics are kept on the success of transtions
o Statistics are kapt on the percentage of leaders hired from within
O Costebenefits of succession programs are estimated
T Board reviews effectiveness; If so, how often: __Years _____ Months
0 Other: ]
—* |F ROUTIMNELY DOME; Is there a designated indidua! or groun responsibde for the suocession
planning process at the haspital level®
O No
& Yes —+ |F YES: Mease describe the group (titles, group sire, nature of group myohemeant)

B The last tme 5 list of candidates was assembled for a senlor executive position, to what extent was each of the
following a factor?

Ta RacalEthne Diversity b Gender Diversily
1 It was considered mandatory O It was considersd mandatony
1 It weas Wwewed as very impostant, but not mandatory £ It waas viewed as wery importznt, but not mandatory
O it was somewhat important O It was somewhat impartant
0 it was nat consadered important O It was not considered mnporiant

7 Owverall, how effectve do you beleve your hospital’s practices ae for identifving and prepanng successors for the
CED position? (Check gne box in each row }

Wiy Wary
Ineffactive Effective
e - B -
Ta Identifying appropriate successors | I, = [ |, 1 p—— |

b Preparing succeszars for the role | ] | |

7o Communicating about succession

b hespital staff | | | | |

o the community '_'_'—]"""_'" E [ T .,.__._..]

& In the most regently completed fiscal year, what was vour hospilals total margin? W
Helpful Definitions:
et incarme (1 e, Excess of Revenue Oher Expenses)

Total Margin =
Total Revenue [Net of Deductions)

MNeat income = Nat Pationt Revonue + Othar Revanue — Operating Cxperses

Total Revenue (ner af deductions) = Net Patisnt Revenue + Other Operating Revenue

(CONTINUED)
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Your Dems I:_l|r-lp"l;1. %

% Year of bith
10 Gender

v Make

o Femake

11 What is your educational backgrownd? (Chedk a2l that apply

1 BAJBS O MHA & MBA o MPH

1 PhIYDrEH ) WD T D o Other
12 (Optonal) Which of the following best descrbes your racedethrcity ?

O WhiteC aucasian < Hispanic or Lating

o Black/African Amercan o Asian or Pacific slander

T American ndian, Eskimo or Aleut » Other

13, Are you zn affiliate of ACHE?
= No
O es

* [F YES: Status o Member O Diplamate O Fellone

Followr- up

14 IF wou wauld like a summary of these research results, please tell us the e-mail address to which you would fke
the results sent fwe will anly use the e-mail address for this purpose)

15 If you have a succession planning story ar best practce that you would be willing to share with others,
wiz would like to hear more sbout it In the space below, please let us know whom we should contact
and how we shiould cartact them if you prefer, yeu may send an e-mail message 1o datt Jlehncon,
project manager, at matthew_johnson@rush edy

16 W your systern is identified as a "best practice” site based on your responses 1o this suneey, may we contact
you aniiar athers in your crganization for additional information?
O No
1 Yes —+ IF YES: Please give us your preferred contact infarmation

17 Please include any other comments and/for experiences with seccessian planning (favorable or unfavorable)
that we shaufd keap in mind 25 we complete this research

Fease return this survey in the atteched, pastage-paid envelope o fax 10 (112) 9420957

THANK YOU again for your parlicipation. e look forweard fo providing results from this research o the healthcare
eXaCutive COmmunity
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