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One of the most exciting athletic contests in the Summer Olympic Games is the
4x100-meter relay race. The event, which was inspired by ancient Greek couriers
handing “message sticks” to one another, was introduced at the Stockholm Olympics in
1912. For the entirety of the twentieth century, the U.S. team dominated the event. Not
once in the twenty-first century, however, has the U.S. team brought home a gold medal,

despite many of its members having done so in their individual events.

What'’s the problem? Simple: bad handoffs. Consider New York magazine’s description
of one such handoff at the 2020 Tokyo Olympics: “As the pair attempted to pass the
baton, they looked more like Keystone Cops than two of the five fastest men in the
world.” As a result, the team failed to even advance to the final. At the same time, when
well-synchronized handoffs happen, relay times are typically two to three seconds faster

than the sum of the best times of individual runners.

When you’re a celebrated CEO who has successfully led a company through multiple
cycles of performance improvement, it’s hard to imagine looking like a Keystone Cop at
the end of your career as you pass the baton. Yet as the transition gets closer, the reality

that you've never actually done a CEO handover before can feel daunting. Unlike
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Olympic athletes who practice their handoff timing, pacing, technique, and
communication over and over with the grandstands empty, you’ll only have one very
public shot at it, and you’ll be doing so while under emotional strain. As Caterpillar’s

former CEO Jim Owens puts it, “In the end, the hardest part of the CEO role is leaving.”

The best CEOs are less worried about how their own reputation might fare in the
transition, and more focused on how the change will impact the institution moving
forward. HCA Healthcare’s Sam Hazen describes the goal of the handover: “If you're
successful in the relay race, you’re not dropping the baton. And not just that; you're also
setting up the next runner to be better and go faster than you did in your leg of the race.”
Dropped batons, on the other hand, exact a huge cost. In S&P 1500 companies, poorly
managed CEO and C-suite transitions wipe out close to $1 trillion in market value every

year.

Microsoft CEO Satya Nadella stresses the importance of taking an institutional view of
transitions: “My dad, a civil servant in India, always used to talk about institution
builders as those people whose successors do better than they did themselves. I love that
definition. I feel that if the next CEO of Microsoft can be even more successful than I
am, then maybe I've done my job right. If the next CEO of Microsoft crashes and burns,

that may result in a different verdict.”

While the specifics of every transition differ depending on the circumstances, it’s
recommended that any CEO who’s excelled in the role but senses it’s time to start

thinking about the endgame do the following;:

e Firmly decide when to go.
e Finish the job of preparing successors.
e Hand over gracefully.

e Embrace what’s next.

Firmly Decide When to Go

Getting the timing right for your departure is vital. Like fine wine, you’ll have become

better at your role with time and experience—but at some point, there’ll be an inevitable
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decline. There are many warning signs that this is happening to a CEO. On one end of
the spectrum, it’s when the desire to protect their reputation of making quarterly
numbers causes them to shy away from making bold moves and investments in the
future. On the other end, it’s when late-tenured CEOs whose strategies have played out
become desperate to avoid a growth slowdown and opt to make large, complex
acquisitions that are unlikely to be accretive for the institution. Beneath such moves
often lurks a selfish desire to soothe increasing anxiety, unrest, and potentially even

boredom.

The best chief executives know that there’s no place for ego in determining when to go;
what matters is what’s best for the institution. Often there’s a natural need for the
company to pivot in a new direction, but the sitting CEO isn’t the best one equipped to
lead the transition. Gail Kelly chose to leave the Australian bank Westpac when she felt
her customer-centric strategy was well in place and she had a successor ready who’d be
better suited to lead the company into a more digital future. Sony’s Kazuo Hirai felt that,
while he was the right person to transform the company, he was less suited for the more

stable phase to follow.

While the experience of others is instructive, knowing when to step down is a very
personal, and difficult, decision. “It’s hard to know when the right time to leave is,”
shares former Goldman Sachs CEO Lloyd Blankfein. “When times are tougher, you can’t
leave. And when times are better, you don’t want to leave.” Subsequent to his tenure at
the helm of Medtronic, Bill George taught Harvard Business School classes that focused
on the arc of a CEO’s tenure. He suggests that CEOs regularly ask themselves the

following questions to know when the time is right:

e Do yous still find fulfillment and joy?

e Are you continuing to learn and feel challenged?

e Are there new personal circumstances that you should be taking into account (for
example, family or personal health issues)?

e Are there unique opportunities outside that won’t come around again?

e How is succession shaping up? (Is more time needed to prepare someone? Are

you blocking someone who can lead the next era?)
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e Are there company-specific milestones that make transitioning out more or less
natural (such as the integration of a major acquisition, the launch of an
important new product, or the completion of a long-running project)?

e Isthe industry changing so dramatically that the company would benefit from a
new perspective?

e Are you staying primarily because you can’t imagine what comes next?

With these considerations in mind, the best CEOs clarify and commit to a time frame
with their board well in advance of their planned departure date. “Without a clear
timetable,” says George, “grooming internal successors and following an orderly
succession process become challenging.” Typically, the lead time given is at least two

years.
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