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LeaderShift: Will a New CEO Sink or Swim?
Culture Fit Will Be the Determinant

By Joe Hunt

Culture fit is even more crucial for new CEO success than many think.

A company needs a new CEO and the search begins. Eventually one is hired, with impeccable credentials, great
experience, and a demonstrated track record of success in positions of increasing responsibility. This person is
someone who understands the industry, has a solid academic background, and is deeply credible. A great fit.

But two years later, the CEO is gone and it’s clear that the company has taken steps backward, not forward. What
happened?

This situation occurs more often than you might
think. According to a AlixPartners survey, 58% of
private equity CEOs are replaced within two
years of an investment. Over the lifetime of the
PE firm’s holding of a company, CEO turnover
jumps up to 73%. This turnover can erode the
internal rate of return on a PE investment and
lengthen hold times. Equally worrisome, as
much as 46% of the PE firms participating in our
survey said that unplanned CEO turnover was
eroding the internal rate of return (IRR) on their
investments. And a whopping 83% said that
such turnover was lengthening their investment
hold times.

So... what gives? Why is it so hard to find the right CEO?

One answer lies in looking beyond the traditional and time-honored measures and metrics and recognizing a critically
important but often overlooked element of CEO success or failure: culture fit.

A situation | was involved in a few years ago is an excellent example. A company had just purchased a division of a
larger conglomerate and was looking for a CEO to run the newly independent business. As it was a branded consumer
durables company, the process required making the rounds of the usual suspects. The board wanted to look for
business unit leaders or second-in-command executives at many of the academy companies amongst others, and
indeed surfaced a solid list of excellent candidates. Yet, the board understood the importance of cultural fit in CEO
success, and instead chose a candidate from inside the business’s own ranks. An engineer who had never been a CEO,
this person, at least on paper, lacked some of the traditional experiences and track record boards typically seek in a
leader. But fast forward several years, and what happened? The company grew both revenues and EBITDA rapidly,
generating terrific shareholder and stakeholder returns.
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that coveted product superiority over all else. This was a direct fit with the candidate, who had both a passion for, and
willing to be coached

Insights “
a track record of, building products of technical superiority. Second, the board believed that they could provide the

marketing and sales support needed to drive top-line sales through a combination of their own experience and astute

There were several reasons why this CEO was so successful. First, the business had a strong engineering culture, one

hiring, which they did. And finally, this candidate brought a combination of understatement and humility (a key

element of success in this culture), along with an open acknowledgment that he didn’t have all the answers and was

| was reminded of this success again as we were called in to support the turnaround of a large company that had hired
a new CEO two years before. Previous to the role, this executive was the second-in-command at similar company in

the same industry, so he understood the dynamics of the sector. In addition, he had worked at a blue-chip consulting
company and had been a CEO before. He was lvy league educated, articulate, and inspired confidence. Yet, he failed
miserably. Why? The board members who brought us in reported that this executive had hired people who looked
and thought like he did, as opposed to the proud, almost blue-collar sensibility of the existing management team. He
had hired a strategic consulting firm to build the company’s growth strategy with limited involvement and input of
leader culture the company was accustomed to

impacted both the company’s and his success

the executive team. And he was viewed as imperialistic and stand-offish by employees, in stark contrast to the servant-

It’s not that he was a bad leader or person. He was just not the right CEO for this company’s culture, which ultimately

The need to — and ability to — understand corporate culture and position executives who by dint of who they are
get reduced substantially

and how they operate have a strong chance to succeed, is in my experience, under-valued, and at times over-looked
in the decision-making process, and can be a costly mistake. Thankfully, there are ways to avoid it

Established and proven techniques exist to facilitate this, such as cultural assessments on the company side, and

personality assessments on the executive side. There are objective and quantitative tools and methods available to
measure both culture and executive performance and potential. Supplementing traditional approaches and gut

instinct, these tools bring into much sharper focus the critical ingredients of success when combining leaders and
cultures. Both sides of the coin need to be measured and, in doing so, chances of “organ rejection” and misalignment
when hiring CEOs.

Taking the time and effort to include this as a piece of the evaluation and selection process can greatly enhance a

CEOQ’s odds for success. As the late, great Peter Drucker said, “Culture eats strategy for breakfast.” Words to remember
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About the Hunt Group

The Hunt Group is the leading human capital and private equity advisory specializing in consumer goods & services,
diversified industrial and related professional services markets. We apply our market mastery and expansive executive
network to the human capital realm, working with multi-nationals, PE, private, and family-owned companies. We
partner with investors throughout the deal cycle to help them Invest in, Grow and Exit their portfolio companies by
appointing senior operating executives (CEOs and Direct Reports), Chairs and Outside Directors with Private Equity
DNA. Our industry and functional vertical connections and engagement guarantees we’re in the know, have broad
insight and full access to the best talent in the marketplace. Our mission is to create and exponentially grow accretive
value for all client stakeholders. Learn More...

Contact Joe Hunt

New York Office: 212-861-2680
Charlotte Office: 704-696-3200
Email: joehunt@huntgroup.com
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