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Best Practices in CEO Succession

Planning in Academic Medical Centers
How AMC:s can strengthen their leadership teams for CEO roles and beyond

| By Marwa Zohdy, Lee Wrubel, MD and Benito Cachinero

Across various industries, CEO tenures
have become shorter, and departures
have become more frequent—
sometimes more sudden. This trend is
also prominent in Academic Medical
Centers (AMCs), where the challenge
can be exacerbated by varying levels
of maturity when it comes to CEO
succession planning. As a result, many
AMC systems are compelled to seek
external candidates, even for interim
leadership, during CEO transitions,
suggesting that the internal talent pool
is not being developed sufficiently for
effective succession planning.

Given the unprecedented pressure
on boards to deliver quality patient

care and ensure financial health,
developing a robust internal pipeline
for CEO succession has become an
essential component of their mandate.
To understand how health systems

in academic medicine are faring on
CEO succession, we analyzed CEO
successions in 103 AMC health systems
across the United States over the
course of a decade (from 2013 to 2022)
including 105 CEOs (two systems had
co-CEOs).

Our analysis highlights a significant
opportunity for AMCs to enhance their
long-term CEO succession planning
and talent development efforts.
Adopting a multi-path approach

that emphasizes long-term growth

will help ensure leadership stability
and continuity, which is essential for
maintaining high standards of care and
operational efficiency.

Key findings:

- CEO turnover is a real challenge for
AMCs. Over the past decade, more
than 80% of the AMC health systems
we analyzed experienced CEO
turnover. One-third of the outgoing
CEOs served in the role for less than
five years.

- Internal promotions are not
keeping up with best practices.
Only 60% of CEO transitions were


https://www.egonzehnder.com/cdn/serve/article-pdf/1642761622-6063f84b0988eecb53297702d589a28b.pdf
https://www.egonzehnder.com/what-we-do/ceo-successions

EgonZehnder

internal promotions, demonstrating
a significant gap when compared
to large global corporations, where
typically more than 80% of CEO
transitions are internal promotions.

- Over half of AMC health system
CEO transitions required an interim
CEO, and nearly half of those systems
ultimately hired a permanent CEO
from outside the organization. This
further implies that AMC systems
are not sufficiently prepared for CEO
transitions ahead of time.

- The profile of AMC health system
CEOs is shifting, if only slightly.
20% of AMC health system CEOs are
female, which is notably higher than in
other industries. This representation
continues to increase, albeit slowly.
The proportion of CEOs who are MDs
has remained relatively stable
around 50%.

The Imperative for
Cultivating Internal
Talent in Health Systems

Our study, as well as our client work
over the years, reveals a widespread
trend: AMC health systems - and in
fact, all health systems - generally
lag in developing their internal talent
pool over time, creating significant
challenges for effective CEO
succession planning.

One trait that sets AMC health systems
apart from other types of organizations
is their significant broader community
responsibilities. AMCs serve as
essential pillars of their communities,
with an impact extending well beyond
their walls. Leading effectively in this
environment takes specific leadership
traits and established trust with

community stakeholders, including
state and local governments, academic
leaders, and local organizations. These
connections are crucial for navigating
regulatory and regional nuances, as
well as ultimately delivering the best
possible healthcare outcomes for the
community served.

We found that most externally
appointed CEOs come from other
health systems. However, leaders

who have grown from within the
system tend to be better positioned
to leverage these relationships and
understand the unique challenges

and opportunities of their specific
environment. By underinvesting in their
leadership development for a potential
CEO opportunity or other C-suite role,
AMC health systems lose out on the
unique viewpoint their internal talent
may already possess.

59% of new AMC Health System CEOs were promoted internally, which is notably lower
than the rate in large global companies
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New AMC Health System CEOs
hired (last decade)'

N = 662

'Source: EZ proprietary analysis of 103 health systems with 105 CEOs (including co-CEQs)
2All current permanent CEQs at each health system included in EZ proprietary analysis who started in their CEQO role from 01/01/2013 to 12/31/2022
3Source: EZ proprietary analysis of 216 companies $30BN+ in revenue and market capitalization; Jan 2013 to Dec 2022
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Another finding sheds light on the
reality of several AMC health systems
resorting to an interim CEO—most

ultimately conducting an external
search instead of promoting from
within. As an industry, there is a
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massive opportunity for bridging this
gap through a more refined approach
to CEO succession planning.

55% of AMC Health System CEO transitions required an interim CEO; nearly half of those
ultimately hired a new CEO from outside the system

CEO transitions in
last decade’
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Permanent CEOQ hiring

after interim CEO
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B Had Interim CEOs ® Permanent CEO Search
Ongoing
Interim CEO Became
Permanent CEO

N =852

® External Hire
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'Source: EZ proprietary analysis of 103 health systems with 105 CEOs (including co-CEQs)
2Most recent permanent CEQ departures from each Health System included in EZ proprietary analysis from 01/01/2013 to 12/31/2022

For these reasons, boards of AMC
health systems must change this
pattern and embed long-term, strategic
CEO succession planning within their
systems. Moreover, including executive
development initiatives as part of CEO
succession planning sends a strong
signal that internal talent is valued and
worthy of significant investment. It also
sets the health system up for success
and creates opportunities that wouldn’t
otherwise exist when it comes to talent
and leadership succession for other
C-suite positions.

These developmental pathways involve
multiple approaches. For the current
CEO, understanding the organization’s
present state and future direction helps
identify individuals who can thrive

amid future challenges and grow with
the role. Leadership must then provide
individual development opportunities
and facilitate vertical growth.

Given that nearly half of AMC CEOs are
medical doctors, bringing invaluable
clinical expertise, transitioning to

the CEO role requires a different skill

set focused on strategic leadership.
Investing in leadership development
tailored to medical professionals

can bridge this gap, ensuring that
physician-leaders are well-prepared for
executive roles.
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Guiding the CEO
Succession Process

Best practice CEO succession is a
comprehensive, long-term, multi-

path approach. First and foremost, it
involves a strong partnership between
the board and the current CEO. An
example of a fruitful partnership is in
the case study of Mastercard, where
succession discussions between the
incoming CEO and the board chair
began five years in advance, and over
40 potential successors were identified
and went through a personalized

leadership development journey,
ultimately leading to a seamless
internal promotion for the next CEO
(read the full case study on Harvard
Business Review). Though the business
dynamics and context in a large global
business are very different from those
of an AMC, the core principles still
apply to all organizations.

Additionally, understanding what
success looks like in the future for the
health system and how that differs
from today is crucial. When navigating
this process, some key questions for
the board to ask include:

- Person: How would you describe the

leadership that the company needs
in the next phase? What are the
key essentials for the CEO and their
leadership and personality traits?

- Position: What is the mandate for the

future CEO? What type of team will
they inherit, and how might they need
to shape the broader culture?

- Process: What is the timing and what

are the critical dependencies, roles,
and responsibilities? How will internal
candidates be identified?

The CEO Succession Compass: key questions to guide the process

The Context: Understanding what success looks like in the future for the business and how that differs from today. What risks
and opportunities will the Board need to navigate?

Person: How would you describe the
leadership that the company needs in
the next phase? What are key essentials
for the CEQ and his/her leadership and
personality traits?

The Context

Purpose

Process: What is the timing and what
are the critical dependencies, roles,

Position: What is the mandate of the
future CEO? What type of team will
they inherit and how might they need to
shape the broader culture?

and responsibilities? How will internal

candidates be identified?


https://hbr.org/2021/03/the-former-and-current-chairs-of-mastercard-on-executing-a-strategic-ceo-succession
https://hbr.org/2021/03/the-former-and-current-chairs-of-mastercard-on-executing-a-strategic-ceo-succession

A best practice approach to CEO
succession includes much more than
the development of the CEO mandate
based on the questions above. The
approach must be long-term and
multi-level, identifying top talent within
the organization and guiding them
through assessment and subsequent
development paths to prepare them
for future roles. Often this is done in
parallel with an external market scan
to understand all options and potential
profiles for the future CEO.

Potential successors often go through
a long-term journey that not only
includes leadership development
support (e.g., coaching and mentoring,
targeted training for skill development,
etc.) but also includes the creation of
new roles and responsibilities over time
to round out the entirety of experiences
needed for the future leader. For
example, health system leaders could
make functional moves over time (e.g.,
moving from Strategy to HR leadership
roles). Non-clinical leaders could

Our best practice approach to CEO succession

-

Create clarity on

CEO Mandate and
Requirements

.

Assess &
Develop Internal
Candidate(s)

External Market

Scan, CEO Search
& Assessment

J

- Meet with Chair and
Board Committee to
design process and
specific experience
for key constituents,
incorporating
appropriate and
relevant materials

. executives
- Clarify governance,

decision dynamics,
and confidentiality
requirements

- Calibrate all

- Develop CEO mandate finalist(s)

and role specification

- Develop external

search strategy programs

- Conduct in-depth
assessments of
internal candidate(s)

- Review assessments
with Board Committee

- Provide development
feedback to internal

candidates with Board
Committee and select

- Enroll successors in
CEO development

- Systematic
external candidate
identification

- Finalist candidate(s)
undergo an
experiential
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gain more direct exposure to clinical
operations, and physician leaders could
take on targeted responsibilities to gain
experience in business development or
other financial activities to round out
their skill sets within the system. And,
importantly, hospital site leaders in one
part of a system could gain experience
by working in different facilities or
regions of the system over time.

CEO Finalist
Candidate

& Committee
Evaluation
Session

- Collect Board Committee
and candidate feedback

- Readout to Board

evaluation session

- Discuss target
mapping with Board
Committee

- Approach short-listed
external candidates

- Review short-listed
candidates with
Board Committee and
calibrate

- Conduct in-depth
assessments of
external candidate(s)

- Calibrate all
candidates with Board
Committee and select
finalist(s)

- The design of the
evaluation session is
co-created by Egon
Zehnder and the
Board Committee,
tailor-made to the
specific candidate
and business
situation

Committee

with Board
Committee facilitated -
by Egon Zehnder

Support decision-
making and advice on
scenario planning
and retention

- Appoint successor CEO

- Structure and extend
offer

- Take formal references

- Create transition plan
including comprehensive
communication,
onboarding, team, and
stakeholder support
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Embedding CEO
Succession Best Practices
Within Health Systems

CEOs and boards in health systems
have a major opportunity to rethink
CEO succession planning processes.
These organizations require leaders
with deep internal experience who can
effectively address market challenges,
contain costs, and foster growth—

all while delivering healthcare to
patients and saving lives every day.
Empirical evidence suggests that
leaders embedded within the system
understand its unique dynamics

and are better positioned to thrive
when development opportunities are
available to them.

Importantly, the benefits of robust
long-term succession planning are
many. Not only is there a massive
benefit to leaders at all levels within the
institution, as they upskill and broaden
their experiences and exposure over
time, but there is also a significant
reduction in instability (both within
the institution and for the broader
community) that occurs during an
external search and transition period
(as noted by the many interim CEOs
that this industry has seen recently).
All of these benefits put together
result in a better journey for the

entire organization.

With a high level of complexity, the
succession process in AMCs should
ensure a smooth transition in any

scenario—whether it's an emergency,
a planned CEO departure, or a longer-
term succession plan. As systems
make important progress toward
improving healthcare outcomes and
operational efficiencies, prioritizing
CEO succession planning can lead to
even better results - for the board and
leadership teams, for the workforce
overall, and most importantly, for the
patients and communities served.
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About Egon Zehnder

Egon Zehnder is the world’s preeminent leadership
advisory firm, inspiring leaders to navigate complex
questions with human answers. We help organizations
get to the heart of their leadership challenges and
offer honest feedback and insights to help leaders
realize their true being and purpose.

We are built on a foundation that supports partnership
in the truest sense of the word and aligns our interests
with the interests of our clients. Our 600 consultants
across 65 offices and 36 countries are former industry
and functional leaders who collaborate seamlessly
across geographies, industries and functions to
deliver the full power of the Firm to every client,

every time.

We partner closely with public and private
corporations, family-owned enterprises, and non-
profit and government agencies to provide executive
search, leadership solutions, CEO search and
succession, board advisory, and diversity, equity

& inclusion.

Our services include discovering leaders, developing
leadership, advancing governance, shaping
successions, and unlocking transformations. We
partner with Mobius Executive Leadership to offer
highly experiential, personalized and transformational
programs for senior leaders.

We believe that together we can transform people,
organizations and the world through leadership.

For more information, visit www.egonzehnder.com and
follow us on LinkedIn and X (former Twitter).
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