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Introduction: Scrambling for Leaders 

 
Organizations have been concerned over the talent gap for some time.  

McKinsey & Company called attention to it as early as 1997, coining the term “the 
war for talent” as the title of their original research on talent management practices 
and beliefs (White Paper: The War for Talent—Organization and Leadership 
Pipeline, 2001). Thus, organizations have long known they would face a mass 
exodus of veteran leaders as the baby boomers headed into retirement years even 
as fewer entrants were entering the workforce. The Great Recession has only 
exacerbated the problem. When their portfolios plunged in value, many senior 
leaders chose to postpone retirement. At the same time, organizations were 
reluctant to hire, closing the door on the younger employees who are to become 
tomorrow’s leaders.  

 
Worse yet, this looming talent shortage comes at a time when businesses 

need more and stronger leaders than ever to meet the increased rigors and risks of 
today’s business environment.  

 
With the economy getting back up on its feet, the aging employees are 

beginning to put up theirs, too. It now becomes critical for companies to focus on 
identifying and developing leaders to replace those who will rapidly vacate positions. 
Organizations must not only ensure that their leadership development programs are 
operating at full capacity; they also need to calculate the strength of their leadership 
pipeline, and fast.  

 
How can organizations be certain that their leadership pipelines will supply 

them the talent they need? This paper recommends a complete, objective 
assessment of their respective pipelines to identify deficiencies and remedies and, 
ultimately, create and sustain a steady flow of leaders able to take these companies 
into the future.  



 

                  
 

 
 
Leadership Audit Offers Assurance 

 
Many companies have put abundant resources behind building their 

leadership development programs and succession plans. In its work Leadership 
Development Factbook 2012: Benchmarks and Trends in U.S. Leadership 
Development, 2012, Bersin by Deloitte notes that U.S. companies alone spend close 
to $14 billion a year on leadership development.  

 
Despite their monumental efforts, many companies in the U.S. and elsewhere 

will still face serious leadership shortages. Their leadership pipeline processes 
continue to underperform and cannot meet demand for the leaders they require. Nor 
can they fill their upcoming leadership gaps through external hires alone; they must 
turn to leadership development to meet a significant percentage of their leadership 
needs.  

 
Calculating the actual capacity of the leadership pipeline should be a 

company’s first priority, as the initial step in a full Leadership Audit. The audit 
uncovers the quantity of the organization’s future leadership needs, documents 
current demographics and calculates the gap. It also uncovers specific strengths and 
weaknesses in the company’s current approach to leadership development and 
guides enhancements to the program to better answer the call for leaders. Beyond 
that, periodic audits can help a company’s leadership pipeline and development 
programs stay on track as they continue to incorporate best practices. 
 
Calculating Leadership Needs 

 
The Leadership Audit begins with the end in mind – projecting, first, the 

quantity of leaders a company will need five, ten or more years down the road. It 
provides a panoramic view of the many factors that play into calculating the number 
and types of leaders needed in ensuing years – and compares that to the status quo 
to identify the potential gaps in leadership. Ultimately, the audit guides the company 
in ways to have a more robust dialogue about leadership needs and build the right 
strategy to address potential deficits. 

 
Leadership development firm Robert Gregory Partners systematizes 

calculations for all of that data, via its Leadership Pipeline Calculator. The Calculator 
enables a company to project the future leader population from its current 
demographics based on relative span of control, percentage of leaders who ascend 
the ladder, retention rates and succession planning. The chart, shown below, 
demonstrates, at an enterprise level, the Calculator at work. The demographics used 
represent leader population at a medium-sized company. 



 

                  
 

 
The company first computes current relative span of control (ratio of leaders 

on that level to employees in the immediately preceding level) and cumulative span 
(ratio of leaders on that level to employees in all previous levels) for leaders from 
management to C-Suite levels. Next step is to look at benchmark data for similar 
companies. Armed with this information, the company can engage in a robust 
discussion to determine the organization’s desired span of control. For ease of 
illustration, the chart shows an enterprise view; however, companies should plan to 
delineate the data through multiple views, including job families, geographic 
locations, tenure and diversity. Once determined, desired span of control can be 
tested in the Calculator to see its long-term impact on meeting leadership needs. 

 



 

                  
 

Based on the desired span of control, projected annual growth and turnover 
rates, the company can forecast the number of leaders needed in management and 
executive roles in successive years. The company also can compare the expected 
leader population against the required population to see, in real numbers, how many 
leaders, standing where on the ladder, it will lack. This information enables the 
organization to make an educated decision about how many leaders to acquire or 
develop from its ranks. In the example here, by year 2018, this company will need 
2,893 leaders (senior managers and above) to serve across the company and will 
need to produce a hefty proportion of the 985 additional leaders it will need. 

 
Looking at Leadership “Inside and Out”: Grow or Recruit? 

 
The organization that knows precisely how many leaders it requires to meet 

future needs already stands ten steps ahead of many companies. The question now 
becomes, where will the company get those leaders? Through recruitment from the 
outside or through promotion from within?   

 
The organization’s strategic plan provides the first clues to answer this 

question. By examining the capabilities from within and external factors such as 
acquisitions, new markets and geographic markets where the company plans to 
expand – as well as goals such as geographic growth and diversity representation – 
the company can determine a desired ratio for recruited to developed leaders.  

 
Certainly, leader recruitment from the outside should play a role in expanding 

the leadership team. As indicated, geographic and diversity goals, entry into new 
markets that require specific knowledge and fresh perspectives are among the good 
reasons to look outside the company for leadership. At the same time, companies 
generally do well to develop the highest percentage of leaders they can from within.   
  

“Growing” leaders from the inside is typically more cost effective than 
recruiting them. In addition, good mobility programs generate satisfied employees 
who are committed to the company and to high performance. It also enables the 
company to take advantage of the long-standing employee’s valuable experience 
with and knowledge of the organization and its products and/or services. That 
employee often can be more nimble in assuming new responsibilities than could the 
executive newcomer. 
  

Regardless of the exact ratio, most companies will face a leader shortfall and 
can benefit from increased capacity through their leadership pipelines and 
enhancing their development efforts.  
 
Strengthening the High-Performance Pipeline 

 
When it comes down to it, an organization’s ability to grow the requisite 

number of leaders rests heavily upon its leadership pipeline. Thus, any audit should 



 

                  
 

start with a comprehensive assessment of its total existing pipeline to ensure it can 
meet critical demand. 

 
The audit can take a pipeline’s general temperature. Factors include what 

percentage of total turnover is predictable (e.g., retirements) vs. unpredictable (e.g. 
voluntary exits). High unpredictable turnover rates can indicate poor pipeline health. 
A turnover review should include a look at retention by level, the percentage of 
internal promotions over the past several years and the retention of leaders who 
were recruited: How many of the employees who were advanced came off the floor, 
from administrative or operation roles, from acquired companies, from hiring? Other 
important factors: Do promotions meet diversity goals and geographic parity? 
Equitable advancements bring a healthy balance of ideas and experiences to the 
leadership ranks. 

 
By definition, a pipeline is a line of connected pipes for transporting gasses or 

liquids. The leadership pipeline, too, works best as a comprehensive system 
connecting all initiatives related to supplying the right leaders, at the right time, into 
the future. A more thorough examination of the pipeline scrutinizes all components to 
assess their effectiveness individually and in combination. It also looks for missing 
pieces – unused or recently introduced functions that bring additional capabilities to 
the leadership development operation.   

 
Organizations have a rich – and still-evolving – well of initiatives to draw from 

in building a high-performance pipeline. The following programs can work together to 
create a constant and strong flow through any leadership pipeline, supplying the 
steady stream of leaders organizations need. The audit should explore contributions 
each of these initiatives can make to a particular company’s pipeline. 

 
• High-potential programs to identify and develop potential leaders 
• Transition coaching for new executives to accelerate fit into a position and 

culture  
• Internal mobility programs (career planning) to lay a path for employee 

development and promotion 
• Talent assessment using assessment tools to measure leadership 

performance and potential 
• Mentoring to provide support and guidance to emerging leaders 
• Individual and team coaching to provide outside-in perspectives to 

leaders  
• Learning programs (class-room training, seminars, virtual learning) to 

advance knowledge and skills.  
• Leader as teacher programs to enable current leaders to share their 

knowledge with upcoming leaders 
• Job rotations to provide the broad experience senior leaders will need 
• Succession Planning to ensure back-up for leaders critical to the 

company’s success 
 



 

                  
 

 Most companies that are committed to building leaders are familiar with these 
programs and have incorporated them in varying degrees into their leadership 
development operation. The Leadership Audit offers an impartial third-party 
assessment of the operation and a high level of specialized expertise to identify 
strengths and weaknesses and recommend any tweaks that can increase function, 
incrementally or dramatically, to link development holistically to calculated needs 
from the leadership pipeline. 
  

A related set of functions, focusing on compensation and performance 
management, comprise equally critical pieces of the leadership pipeline and should 
also come under the auditor’s lens. This includes how compensation is linked to 
developing more leaders, the promotion process and talent reviews. 
   

Businesses are facing a talent shortage: To survive, they need to keep and 
cull the talent they have. This requires competitive compensation packages and 
sound performance management, including motivation to advance, a fair and 
transparent promotion process, clear communication of expectations and honest, 
constructive performance appraisals.   
  

Identifying competency gaps is integral to effective performance 
management. Companies want to establish the right core (values-based), leadership 
and functional competencies to clarify expectations for specific jobs and leadership 
roles and assess employees against these standards. Competency assessments 
become an essential part of the training and development processes and are 
fundamental to retaining and advancing talent.  
  

Best practices suggest that companies look beyond the typical competencies 
to include those that measure leaders in the critical areas of global mindset, 
decision-making, organic growth, maintaining a competitive edge (both in acumen 
and in the market) and the ability to influence. These qualifications reflect the need 
for agile leaders who can meet the demands of a dynamic, global market. It is 
equally important to define and place critical emphasis on the right leadership 
behaviors to build and sustain successful, ethical organizations. 

 
Conclusion:  The Essential Audit 
  

Many companies already have invested substantial resources in their 
leadership development strategies that can help them maintain the leadership they 
need to survive what likely will be years of talent drought. They have built impressive 
leadership pipelines that undoubtedly are beginning to develop an increasing 
percentage of the leaders these companies need. 
  

At the same time, most organizations have not taken the time to calculate 
their leadership pipelines to confirm that these crucial systems are meeting capacity 
goals. Even incremental improvements can make a tremendous difference in the 



 

                  
 

company’s overall leader fulfillment success. Ultimately, having the right number of 
leaders in the right roles doing the right things is the most important critical success 
factor for the future. Additionally, innovative programs and newly established best 
practices continually emerge and bear consideration. To achieve and maintain its 
fullest capacity, the pipeline demands constant assessment and course correction. 
  

The Leadership Audit provides a reasonable method of assessment to help 
leaders engage in robust dialogue and make educated decisions that allow their 
companies to maximize investments in leadership development and position 
themselves for continued long-term success.  
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