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CEO Succession Practices
in the Russell 3000 and S&P 500: 2024 Edition

A TCB Benchmarking Release

Chief executive succession rates have dropped after a peak during
the pandemic, but an impending wave of retirements among older
CEOs underscores the need for boards to focus on long-term
planning. This report offers comprehensive data on current trends in
CEO succession among US public companies, along with best
practices for leadership transitions.

Key Insights

e While the overall rate of CEO succession is decreasing and normalizing to prepandemic
levels, total shareholder return is playing a larger role than usual in predicting turnover.

e Succession rates among CEOs aged 64 years and older have steadily dropped in recent
years, likely reflecting boards' preference for stability amid uncertainty, but signaling a
potential surge in successions as these CEOs eventually retire.

o Despite a 70% increase in female CEOs among Russell 3000 companies since 2017,
women CEOs still represent just 8% of the total index, while in the S&P 500, the figure is
slightly higher at 10%, highlighting slower progress compared to the faster rise in female
board representation.

e CEOs are typically promoted rather than hired, and the chief operating officer role remains
the most common path to the top, although companies with declining performance are more
likely to hire externally.
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Foreword

Traditional leadership succession planning, which for a long time has been project driven,
reactive, and narrowly focused on the goal of filling an open position, is giving way to a more
strategic and continuous set of identification, evaluation, selection, development, and
replacement activities at both the executive and the board level. This shift in approach is the
result of five trends reshaping the role of the corporation in society:!

1. The job market for top business leadership has become increasingly competitive as more
companies seek leaders who can navigate complex challenges, environmental and social
issues, innovation, and evolving corporate cultures.

2. Anticipating the governance and leadership needs of the company is more challenging and
requires a more strategic approach as businesses grapple with global geopolitical challenges,
rapid technological advancements, and increased shareholder scrutiny.

3. Directors and CEOs must prepare to operate in a more transparent and engaged
environment, with more stakeholders demanding access and influence.

4. The time commitment required from most business leaders has risen sharply in recent years,
amid new pressure to demonstrate competence and performance.

5. Effective engagement with shareholders, employees, and customers is critical to fight the
growing threats of misunderstanding, disinformation, and polarization.

The new approach to planning for a leadership change is designed to assure that organizations
will be led and governed well amid this fast-evolving societal backdrop. This is good news,
because boards are not satisfied with their current performance in the area of succession
planning and recognize that more is required: a recent survey of board members found that
57% of directors had little or no confidence that their organization’s CEO succession planning
process was positioning the organization well for the future.?

In this context, The Conference Board finding that increasing scrutiny of leadership
independence is contributing to a decline in the share of CEOs being jointly elected as board
chair is heartening. In 2015, 1 out of 10 incoming CEOs in the S&P 500 were also elected as
the chair of the company’s board of directors. The percentage fell to zero in 2023. And,
according to the information on board composition and director independence included in
annual reports, in the S&P 500 index, the percentage of independent board chairs has grown
from 30.2% in 2018 to 39.3% in 2024.

Why does this matter so much? A recent survey of directors found that at public companies
where an independent director takes the lead in CEO and board succession planning, 44% treat
CEO succession as a top priority, compared with 29% at companies where the process is led by
the CEO or another executive director.® That figure is still notably low, but it highlights how a
nonexecutive director can shift the dynamics of succession conversations compared with
executive directors, who too often don’t want to discuss succession.

Given the increasing governance scrutiny large public companies face, it’s also notable that,
even among respondents at public companies with more than $1 billion in annual revenue, only
54% say they treat CEO succession planning as top priority. We are likely to see these figures
rise over time at all companies as expectations for good governance and transparency continue
to rise.

The Conference Board also noted an overall slowing of CEO succession rates, in part because
of the competitiveness of the market for top leadership talent. Among S&P 500 companies, the
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2024 rate is projected to be 8.4%, compared to 11.1% historically and down further from the
recent high caused by the postpandemic exodus of CEOs documented in 2022.

Boards’ search for the right CEO is also complicated by the growing importance of motivation,
character, learning, and leadership across the boundaries that divide us in the CEO selection
process. Employees and customers live in a polarized political environment, one in which
differences of all kinds are more often highlighted than ever before. Employees have higher
expectations about being able to express their views at work, and customers want to see the
companies they buy from support their views. In other words, heightened differences walk
through the doors of every company every day. CEOs who are motivated by factors beyond
themselves, who are humble and interested in learning, and who have experience leading
across boundaries will have the best chance of success.

How can boards move toward this broader and more continuous—and more successful—
approach to CEO succession planning? Continuing the trend toward independent leadership
and broadening their understanding of the characteristics of successful CEOs are important. A
shift in companies’ approach to the entire process is also central to lasting improvement.

We suggest four practical steps:

1. Audit and disclose your current CEO succession practices. Are your succession practices
sufficient to give you confidence? Beyond relevant experience, do you examine the motivation,
character, leadership skills, and learning agility critical to the CEO role now? Do you engage
with your largest shareholders on this question? Other stakeholders?

2. Build your bench. Build a dashboard that identifies and tracks internal and external
candidates, refreshed continually over multiple time horizons. This information should be
available at any time, discussed at least quarterly by the nominating and governance
committee, and reported at least annually to the full board. Don’t forget the quiet or unlikely
corners of the organization—your best candidates may well need encouragement.

3. Examine leadership capabilities carefully. The right mix of business experience and the
proven ability to drive business results is now just a minimum requirement for CEO candidates.
As a board member, push until you have surfaced candidates who have demonstrated
motivation, character, leadership skills, and learning agility in addition to more traditional critical
leadership capabilities.

4. Confirm character during the succession period. Candidates for the CEO role are being
examined over longer transition periods now. Character is frequently tested. Do candidates stay
focused on delivering in their current role, or are they easily distracted by the succession
process itself? Are they candid about their own gaps and insecurities, or are they pointing to the
same in others? As a board member, be alert to these dynamics, as they preview what you can
expect from each as a CEO.

Lyndon A. Taylor

Managing Partner, NA CEO & Board Practice | Global Diversity & Inclusion Practice Partner in
Charge - Chicago
Heidrick & Struggles

1. See Jeremy Hanson and Tim Gallagher, CEO and Board Succession in the Age of Impact, Heidrick & Struggles,
2023.

2 For the full survey report, see CEO and Board Confidence Monitor: A worried start to 2024, January 17, 2024.

3 Proprietary Heidrick & Struggles research; report forthcoming.
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CEO Succession Rates Are Below Historical Averages After a
Postpandemic Spike

» According to public disclosure data, 10% of Russell 3000 and 8% of S&P 500
companies will hire new chief executives in 2024, which is a notable decrease
since a peak during the pandemic. That said, underperforming companies are
seeing higher turnover than what might normally be expected in the
circumstances.

Figure 1
CEO succession rates have normalized in 2024

CEO succesion rate, by index (2017-2024)

Russell 3000 S&P 500
Number of Succession rate Number of Succession rate
succession cases succession cases
400 16 80 16
Average Average
11.2% 11.1%
300 12 7% 60— 12 %
200 8 40 8
100 4 20 4
0 0 0 0
2017 2024 2017 2024 2017 2024 2017 2024

Note: Data for the current year are annualized based on succession announcements disclosed on SEC Form 8-K.
Source: The Conference Board/ESGAUGE, 2024

There was a notable decrease in the number of CEO succession cases for both the Russell
3000 and S&P 500 in 2024, after an uptick in CEO turnover cases in 2022 and 2023 following
the pandemic. The decline in 2024 likely reflects boards’ preference for stability amid ongoing
economic and political uncertainties.
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Figure 2

Firm performance is becoming a stronger predictor of CEO succession
rates

CEO succession rate across performance quartiles, by index (2017-2024)

(% of total)
Russell 3000 S&P 500
Top three quartiles Bottom quartile Top three quartiles Bottom quartile
12 24 16
Average Average Average Average
92.1% 17.0% 9.7% 14.9%
6 12 8
3 6 4
0 0 0
2017 2024 2017 2024 2017 2024 2017 2024

Note: Data for the current year are annualized based on succession announcements disclosed on SEC Form 8-K

Source: The Conference Board/ESGAUGE, 2024

In 2024, nearly half (45%) of Russell 3000 companies that changed CEOs had one-year total
shareholder return (TSR) below the 25th percentile, which has gradually increased from 30% in
2017. The S&P 500 displayed a similar pattern, with 42% of succession cases occurring at
lower-performing companies—increasing from 29% in 2017. It's hardly surprising that lower-
performing companies might seek new leadership more often than their higher-performing
peers, but the gap in succession rates grew in 2024. For companies in the lowest-performing
guartile of the Russell 3000, the succession rate is 11 percentage points higher than the rest of
the index. This gap has widened significantly since prepandemic days, when the difference was
in the single digits, indicating there is increased pressure on executives when TSR is down.

CEO Succession Rates Have Fallen for Older CEOs

» The succession rate among older CEOs dropped significantly in 2023, indicating
potential retirements on the horizon. Boards should act now to refine their
succession plans, ensuring they are well-prepared for leadership transitions that
will support both continuity and long-term value creation.
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Figure 3
Succession rates among older CEOs have dropped since peaking in 2023

CEO succession rate across age groups, by index (2017-2024)

(% of total)
Russell 3000 S&P 500
Under 64 years old 64 years and older Under 64 years old 64 years and older
12 40 12 40
Average Average Average Average
9.2% 21.4% 8.9% 27.0%
9 - 30 9 30
o /\ 6 20
20 N
3 10 3 10
0 0 0 — = 0
2017 2024 2017 2024 2017 2024 2017 2024

Note: Data for the current year are annualized based on succession announcements disclosed on SEC Form 8-K

Source: The Conference Board/ESGAUGE, 2024

CEOs are also staying on longer than ever before, which could contribute to 2023’s softening
succession rate among older CEOs. Across the Russell 3000, the rate of CEOs with over 15
years of tenure has gradually increased from 11% in 2019 to 18% in 2024. In tandem, the
proportion of CEOs aged 60 years and older has also steadily grown, to a current high of 40%.
In 2024, the succession rate among CEOs aged 64 and over dropped by 3% in the Russell
3000 and nearly 4% in the S&P 500. This may suggest a potential “cliff’ of retirements on the
horizon, increasing the need for boards to plan for future leadership transitions now.
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The Number of Women CEOs Has Increased in Last Five Years,
but Gains Are Inconsistent

» While the prevalence of female CEOs has risen to a historical high of 9.5% in
the S&P 500 and 7.6% in the Russell 3000, this growth has been uneven across
sectors. Nearly all female CEO appointments in 2024 were also at companies
with less than $5 billion in revenue. Companies should aim to mirror in the C-
Suite the recent surge of women on boards by building robust pipelines and
succession plans that foster diversity at the highest levels of leadership.

Figure 4a
Women are increasingly represented in the CEO population

CEO gender, by index (2017-2024)

Russell 3000 S&P 500
Number of % of total Number of % of total
female CEOs female CEOs
300 8 60 12
225 é / a5 8 /
150 " N | 4 30 u & ‘/
L —
75 2 15 3
0 L 0 0 )
2017 2024 2017 2024 2017 2024 2017 2024

Source: The Conference Board/ESGAUGE, 2024
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Figure 4b
Gains in female CEOs are inconsistent across sectors
CEO gender, by business sector, Russell 3000 (2017-2024)

(% of total per industry)

ear Communication services Consumer discretionary Consumer staples
Number of Number of Number of
2017 7 6.3% 71% 6 57%
2018 8 7.0% 2? 7.9% [} 57%
2019 9 7.6% 25 7.5% 5 4.7%
2020 8 7.2% 27 8.3% 8 7.5%
2021 10 B8.7% 31 8.7% 9 7.6%
2022 15 12.5% 33 8.8% 9 7.2%
2023 12 9.6% 34 9.2% 12 97%
2024 10 9.5% 34 97% 10 8.3%
Year Energy Financials Health care
2017 6 3.5% 3.1% 4.8%
2018 8 4.5% 16 2.8% 27 5.6%
2019 8 4.9% 19 3.4% 37 7.2%
2020 5 4.2% 20 3.5% 44 7.5%
2021 4 3.2% 20 4.1% 41 6.6%
2022 3 2.1% 19 3.8% 43 8.3%
2023 5 3.6% 24 4.6% 40 7.7%
2024 7 5.0% 22 4.1% 53 9.9%
Year Industrials Information technology Materials
MNumber of Mumber of MNumber of

2017 4.3% 2.9% 4.5%
2018 23 5.8% 9 2.4% 6 4.5%
2019 23 57% 14 3.6% 8 6.2%
2020 24 6.0% M 2.8% [} 4.5%
2021 25 6.2% 12 3.0% 6 4.4%
2022 30 7.1% 15 3.5% 9 6.5%
2023 36 8.1% 14 3.7% 10 7.2%
2024 38 8.5% 14 4.0% 14 10.4%

Year Real estate Utilities

2017 4 2.1% 1 14.5%

2018 & 3.1% 1 14.97%

2019 & 3.1% 8 10.7%

2020 8 4.2% 9 12.0%

2021 10 5.4% 9 12.9%

2022 10 5.5% 10 13.9%

2023 12 6.7% 10 14.3%

2024 1 6.7% 12 16.0%

Source: The Conference Board/ESGAUGE, 2024
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Figure 4c
Almost all the female CEOs hired in 2024 were at smaller companies

CEO gender, by company size, Russell 3000 (2017-2024)

Annual revenue

Year Under $100 million $100 million - 999 million $1 billion - 4 .9 billion $5 billion - 9.9 billion
Number of MNumber of Number of Number of

CEOs CEOs CEOs CEOs
2017 19 6.0% 32 4.3% 35 5.0% 10 5.3%
2018 23 6.4% 32 47% 47 6.5% 9 5.0%
2019 28 1% 34 A47% 45 6.1% 1 5.8%
2020 30 7.4% 34 5.0% 49 6.9% 12 6.8%
2021 23 5.7% 36 5.2% 53 7.1% 14 6.8%
2022 22 6.5% 49 6.5% 55 7.5% 19 2.2%
2023 2 T7A% 52 7.3% 54 7.1% 18 8.3%
2024 32 9.8% 49 7.2% 61 8.4% 18 8.5%
Year $10 billion - 24.9 billion $25 billion - 49.9 billion $50 billion and over

female CEOs total female CEOs total female CEOs total
2017 7 4.5% 3 6.3% 5 10.6%
2018 7 4.1% 2 4.3% 5 10.4%
2019 2 5.2% L] 13.6% 4 7.8%
2020 9 5.2% 5 11.4% 3 6.0%
2021 L 5.1% 5 7.9% 7 1.7%
2022 9 5.0% 5 8.1% 8 11.9%
2023 15 B8.0% 7 10.3% 6 8.8%
2024 18 9.7% ] 9.7% 8 11.4%

Assets value

Year  Under $500 million $500 million - 999 million $1 billion - 9.9 billion $10 billion - 24.9 billion
Number of Number of Number of Number of

female l::; female ::: female ::-:I female :::;

(== CEOs CEOs CEOs
2017 1] 0.0% 2 4.0% " 2.4% 3 3.0%
2018 o 0.0% 0 0.0% 14 31% 3 2.8%
2019 1 4.8% 0 0.0% 16 3.6% 3 27%
2020 1 3.8% Q 0.0% 18 4.0% 5 4.5%
2021 1 5.9% 0 0.0% 17 4.5% 8 6.5%
2022 1 4.8% 0 0.0% 16 4.2% 6 5.1%
2023 1 4.2% 0 0.0% 16 4.2% 10 8.1%
2024 1 5.6% 2 6.9% 12 3.1% 8 6.6%
Year $25 billion - 49.9 billion $50 billion - 99.9 billion $100 billion and over

female CEOs total female CEOs total female CEOs total
2017 2 4.5% 2 9.5% 1 24%
2018 2 4.0% 1 5.6% 2 4.5%
2019 (i} 0.0% 3 13.6% 2 4.4%
2020 ] 0.0% 3 12.0% 1 2.3%
2021 ] 0.0% 3 9.1% 1 2.2%
2022 1 1.8% 2 6.7% 3 6.7%
2023 2 32% 3 8.3% 4 8.0%
2024 3 6.0% 3 7.3% 4 7.8%

Source: The Conference Board/ESGAUGE, 2024

Since 2017, the prevalence of female CEOs has risen by nearly 3 percentage points in the S&P
500 and 4 percentage points in the Russell 3000. In actual terms, this represents a 70%
increase in the total number of Russell 3000 companies with a female CEO in eight years, and
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77% increase for the S&P 500, albeit from a low starting baseline. At the same time, the
election of female board members increased at a much faster rate during the same interval,
over 10 points in both indexes.

Digging deeper into the data, we find that the rise in female CEOs is largely influenced by a few
specific industries. In 2024, incoming female CEOs in the Russell 3000 were predominantly in
the health care (26%), consumer discretionary (24%), and materials (18%) sectors.

There is also a gender discrepancy based on company size. Over 75% of incoming female
CEOs in the Russell 3000 in 2024 were hired at companies with less than $5 billion in revenue.
Only one appointment was to a company with over $25 billion in revenue.

In-House Experience Widely Valued in Incoming CEOs, but It’s
Important to Know When Seeking External Candidates Makes
Sense

» 1In 2024, 59% of new Russell 3000 CEOs and 77% of S&P 500 CEOs were promoted
from within. Internally promoted CEQOs offer deep company knowledge and cultural
alignment, with an average tenure of 14 years in the S&P 500. The COO role remains
the most common path to CEO, emphasizing its importance in succession planning.
However, companies with declining performance are more likely to hire externally.
Boards should focus on internal CEO promotions to maintain strategic continuity, but
also recognize when external hires may be necessary to drive change.

Figure 5a

Most companies continue to choose insiders as their next CEOs

CEO placement type, by index (2017-2024)

Russell 3000
Year (% of total)

— oo
2017 305 63.9% 36.1%
2018 339 &7.0% 33.0%
2019 355 62.3% IT7%
2020 245 65.2% 24.8%
2021 287 69.3% 30.7%
2022 373 73.5% 26.5%
2023 372 63.7% 36.3%
2024 233 58.8% 41.2%

S&P 500
Year (% of total)
Number of CEO

| e promesen | —
2017 58 60.3% 7%
2018 62 20.6% 19.4%
2019 &7 80.6% 19.4%
2020 55 70.9% 21%
2021 50 86.0% 14.0%
2022 63 22.5% 17.5%
2023 &1 73.8% 26.2%
2024 M4 T65% 23.5%

Source: The Conference Board/ESGAUGE, 2024
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Companies often prefer to promote from within rather than seek an outside CEO: internal
candidates have prior business knowledge, strong alignment with corporate culture, established
in-house relationships, and the ability to step into the role with minimal disruption. That said, the
rate of internal hires softened in 2023 compared to historical norms. In the Russell 3000,
internal hires of new CEOs in 2023 were at their lowest rate since 2017; in the S&P 500, the
rate was slightly below the historical 78% average.

Much like the differences in hiring female CEQOs, these rates are markedly different across
different business sectors. In 2024, communication services, consumer staples, energy,
financials, materials, real estate and utilities companies reported rates of internal promotions
above the average rate of 59% for the Russell 3000 as a whole.
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Figure 5b
Rates of inside promotions to CEO vary widely among sectors

CEO placement type, by business sector (2017-2024)

Financials

Year (% of total)

e
2017 44 79.5% 20.5%
2018 45 75.6% 24.4%
2019 4 78.3% 21.7%
2020 49 69.4% 30.6%
2021 EL} 78.9% 21.1%
2022 57 86.0% 14.0%
2023 4 65.2% 34.8%
2024 26 88.5% 115%

Health Care

Year (% of total)

e
2017 51 43.1% 56.9%
2018 &0 45.0% 55.0%
2019 57 56.1% 43.9%
2020 67 47.8% 52.2%
2021 63 58.7% 41.3%
2022 &8 £9.1% 30.9%
2023 70 54.3% 45.7%
2024 48 54.2% 45.8%

Industrials

Year (% of total)

R
2017 I3 75.65% 24.4%
2018 49 69.4% 30.6%
2019 44 68.2% 3.8%
2020 54 77.8% 22.7%
2021 5 85.7% 14.3%
2022 51 68.6% 31.4%
2023 56 76.8% 23.2%
2024 a7 54.1% 45.9%

Information technology

Year (% of total)

v
2017 3% 61.1% 38.9%
2018 45 62.2% 17.8%
2019 48 56.3% 43.8%
2020 40 62.5% 7.5%
2021 3 71.0% 29.0%
2022 56 £9.6% 30.4%
2023 M 53.7% 46.3%
2024 28 9.3% 60.7%
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Materials
Year t% of lOlEl:]

| owsene
2017 14 50.0% 50.0%
2018 10 80.0% 20.0%
2019 24 62.5% 37.5%
2020 24 75.0% 25.0%
2021 12 66.7% 33.3%
2022 18 77.8% 22.2%
2023 14 64.3% 35.7%
2024 20 65.0% 35.0%

Real estate

Year (% of total)
2017 1 54.5% 45.5%
2018 18 88.9% 11.1%
2019 7 100.0% 0.0%
2020 14 78.6% 21.4%
2021 12 58.3% 47%
2022 15 93.3% 6.7%
2023 16 68.8% 31.3%
2024 [} 66.7% 33.3%

Utilities
Year (% of total)

BT
2017 7 85.7% 14.3%
2018 3 100.0% 0.0%
2019 14 92.9% 7.1%
2020 16 56.3% 43.8%
2021 7 100.0% 0.0%
2022 12 91.7% 8.3%
2023 7 57.1% 42.9%
2024 & 66.7% 33.3%

Source: The Conference Board/ESGAUGE, 2024

Companies clearly value long-term, in-house experience for internal CEOs. This year, the
average tenure-in-company of internally promoted CEOs was 14 years in the S&P 500 and 11
years in the Russell 3000, which aligns with historical averages since 2017. The share of CEO
promotions given to “seasoned executives,” those with at least two decades of company
service, remains strong for both the Russell 3000 (16%) and the S&P 500 (27%), demonstrating
the clear value of experience when it comes to internal promotions.
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Figure 6a

It takes more than 10 years at the company, on average, to be promoted to
a CEO role in the Russell 3000

Tenure-in-company of inside CEO appointments, average by index (2017-2024)

Russell 3000
Year
e
succession cases CEO appointment)

2017 305 195 11.8

2018 339 227 1.4

2019 355 221 11.4

2020 345 225 10.0

2021 287 199 11.0

2022 373 270 10.4

2023 372 237 10.2

2024 233 137 10.6

S&P 500
Year
e
succession cases CEO appointment)

2017 58 35 17.6
2018 62 50 15.0
2019 67 54 15.7

2020 55 39 15.1

2021 50 43 171

2022 63 51 12.4

2023 61 45 16.8

2024 34 26 135

Source: The Conference Board/ESGAUGE, 2024
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Figure 6b

Experience matters, especially in times of uncertainty, as shown by the
promotion rate for “seasoned executives”

Inside CEO appointment of “seasoned executives” (at least 20 years of service) by index (2017-2024)

Russell 3000
Year
Inside CEO
Number of CEO Number of inside appointments % of 1
succession cases CEO appointments who are "seasoned o of tota
executives"
2017 195 33 16.9%
2018 339 227 46 20.3%
2019 355 221 42 19.0%
2020 345 225 31 13.5%
2021 287 199 46 23.1%
2022 373 270 41 15.2%
2023 372 237 42 17.7%
2024 233 137 22 16.1%
S&P 500
Year
Inside CEO
Number of CEO Number of inside E intments who
succession cases CEO appointments P:: "seasoned e
executives"
2017 58 35 1 31.4%
2018 62 50 19 38.0%
2019 &7 54 19 35.2%
2020 55 39 11 28.9%
2021 50 43 19 44.2%
2022 63 51 9 17.6%
2023 61 45 20 44.4%
2024 34 26 7 26.9%

Source: The Conference Board/ESGAUGE, 2024
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Figure 7

Nearly half the insiders promoted to CEO had served as chief operating
Officer, president, or chief financial officer

Insider CEO functional background, by index (2017-2024)
Russell 3000

Year (% of total)

Non-executive Non-executive Executive board Chief financial

board member board chair member (or chair) officer
2017 1.7% 0.0% 5.5% 15.8%
2018 1.1% 1.6% 3.8% 15.2%
2019 0.0% 3.4% 3.4% 16.6%
2020 14.2% 7.1% 2.2% 14.2%
2021 14.6% 5.0% 2.0% 11.1%
2022 11.9% 7.4% 5.2% 12.6%
2023 20.3% 5.5% 3.4% 11.0%
2024 15.3% 8.8% 4.4% 11.7%
Year

e
2017 37.0% 15.2% 0.0% 1.2%
2018 41.8% 15.8% 1.1% 0.5%
2019 36.0% 12.6% 0.6% 4.0%
2020 28.9% 12.0% 0.4% 0.0%
2021 23.6% 23.6% 0.0% 1.0%
2022 25.6% 14.8% 1.5% 0.7%
2023 27.8% 11.0% 0.0% 0.8%
2024 22.56% 13.9% 2.2% 2.2%
Year

Chief marketing Chief human Head of business unit

officer resources officer or division

2017 2.4% 0.0% 127% 2.1%
2018 0.0% 0.0% 10.9% B2%
2019 0.6% 0.6% 14.9% T.4%
2020 0.0% 0.0% 12.9% B0%
2021 0.5% 0.0% 12.6% 6.0%
2022 0.0% 0.0% 13.7% b7%
2023 0.4% 0.0% 11.0% B9%
2024 0.0% 0.0% 3.6% 15.3%

Source: The Conference Board/ESGAUGE, 2024
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S&P 500

Year (% of total)

board member board chair member jor chair) officer
2017 0.0% 0.0% &6.5% 16.1%
2018 0.0% 0.0% 2.3% 2.1%
2019 0.0% 2.2% 0.0% 1M110%
2020 7.7% 2.6% 2.6% 5.1%
2021 7.0% 0.0% 2.3% 47%
2022 7.7% 1.9% 3.8% 19.2%
2023 13.3% 4.4% 2.2% 2.7%
2024 11.5% 318% 0.0% 15.4%
Year
2017 35.5% 16.1% 0.0% 3.2%
2018 54.5% 15.9% 0.0% 0.0%
2019 40.0% 11.1% 0.0% 2.7%
2020 35.9% 15.4% 0.0% 0.0%
2021 27.9% 3A.9% 0.0% 0.0%
2022 38.5% 17.3% 1.9% 0.0%
2023 51.1% 1M10% 0.0% 0.0%
2024 30.8% 19.2% 0.0% 0.0%
Year

= -
officer resources officer or division

2017 7% 0.0% 6.5% 6.5%
2018 0.0% 0.0% 13.6% 4.5%
2019 0.0% 2.2% 24.4% 6.7%
2020 0.0% 0.0% 23.1% 7.7%
2021 0.0% 0.0% 14.0% 2.3%
2022 0.0% 0.0% 7.07% 1.9%
2023 0.0% 0.0% 11.1% 4.48%
2024 0.0% 0.0% 3.8% 15.4%

Source: The Conference Board/ESGAUGE, 2024

The chief operating officer role is often used as a “training ground” for future CEOs and is a
useful stepping stone role to consider in succession planning. The median tenure for COOs is
only two years; over half of companies (57%) dissolved the COO role entirely after promoting a
new chief executive, reflecting that this is often a temporary position used specifically for
succession planning. Often, a COO is stepping up from a business unit head role, showcasing a
tiered pipeline for promising talent.

Chief financial officers are another important source of talent, representing 12% of incoming
insider CEOs in the Russell 3000 and 15% in the S&P 500 in 2024. Presidents and
nonexecutive board members are also a common pathway.

Though promoting from within remains the most common way to ensure strategic and cultural
continuity, there are several reasons why a company might want to look outside its walls for
new leadership. A common reason is to correct poor performance. When companies are
struggling, they are far more likely to look outside for new CEOs, a fact borne out in the data. In
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2023, the previous year’'s median one-year TSR was down 8% for companies that hired
external CEOs and up 2% for those who promoted internally.

Businesses may also need fresh ideas and new thinking, either to respond to a changing
market or pivot away from failing strategies. Similarly, aiming for a big or splashy new goal
might require a bigger, splashier hire to achieve it. Out of 102 external hires by Russell 3000
companies in 2024, less than half (45%) had previous experience as a CEO, highlighting that
companies are often willing to take a risk with external hires to bring in new perspectives or
skills. In 2024, over 60% of external CEO appointments in the Russell 3000 were also made in
three sectors: health care (24%), consumer discretionary (23%), and information technology
(17%).

Compensation and Employment Contract Considerations for
Inside vs. Outside CEO Hires

An incoming CEO is paid (at median) about 15% less than the departing CEO across both the
S&P 500 and Russell 3000. On average, externally hired CEOs are paid 33% more than
internal CEOs. This is frequently because internal candidates are new to the job, and thus come
in at a discount; often, the long-term plan is to increase the individual’s pay as they gain skills in
the role. Moreover, internal candidates have already accumulated significant equity in the
company, whereas outside hires usually require substantial upfront grants to replace the equity
they had in their previous organization.

The apparent discrepancy in pay may also be a function of “who” is hiring external candidates.
When looking at the largest companies in our data set (the top 15%), we found that over three-
quarters of them hired CEOs from outside the company, likely raising their average
compensation since incoming CEOs may need to be offered stronger incentives to switch
companies.

Still, there are many reasons why external hires may be paid more than internal hires, including
having more experience, being paid a “risk premium” to uproot their lives and families, or
because of the need to be comparably compensated to the outgoing CEO. Some incoming
CEOs may also need to be “made whole” for equity lost when leaving another company. While
paying for all of an incoming CEQO’s unvested equity is not always necessary, boards will want
to factor in the potential cost when searching, and make sure to understand what an executive
might be leaving on the table.

Beyond compensation, boards should also be aware of a broader shift in CEO employment
contracts, regardless of where the candidate comes from. Of the 80 companies we sampled,
only 50% disclosed some form of offer letter/employment agreement for their incoming CEO. Of
the companies that did disclose, 30% of them utilized an employment agreement. This is in line
with our own experience, as companies move away from contracts for CEOs, opting instead for
offer letters.
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CEO Succession Plans Are a Good Time to Reevaluate Broader
Business and Compensation Goals

When hiring a new CEO, the pay program may also need to evolve to support changing
business priorities. This is especially true when the company is pivoting or changing strategy.
Boards should holistically consider new company objectives and strategies and then revise
incentive plans accordingly. Compensation plans are a great way to reinforce new priorities and
align the company under new leadership. They should be discussed in tandem with any
strategic changes. Some considerations include:

o Does the company need to realign broader incentive programs to fit the new CEO’s
strategy, culture, and business objectives? If the company is changing directions, the
compensation structure should reflect new priorities. A new CEO may want to reorganize
the corporate structure or culture to help achieve their vision.

e |n addition to financial goals, would additional operational and strategic goals help
signal priorities or support achieving target outcomes? Succession is a good time to
add to or revisit these goals and consider whether they are critical to new strategic
priorities.

e How do you retain high-level talent during the transition? Often, the “losers” of a
succession plan might look elsewhere for opportunities. Boards should have a strategy for
retaining essential talent without hamstringing the incoming CEO, who may want to build
their own team. While companies should be judicious, performance-based retention grants
can help hold on to top employees.

Additionally, CEO succession is a convenient time to revisit the effectiveness of the succession
planning process and to help identify things that went right or things that could be improved for
next time.
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Edge Cases: Interim CEOs

Figure 8a

Since 2022, over 20% of Russell 3000 incoming CEOs have been interim
appointments

Interim CEOs, by index (2017-2024)

Russell 3000
Year
| e ceos
succession cases
2017 305 58 19.0%
2018 339 67 19.8%
2019 355 85 23.9%
2020 345 57 16.5%
2021 287 51 17.8%
2022 373 79 21.2%
2023 372 88 23.7%
2024 233 51 21.9%
S&P 500
Year
| e ceos
succession cases

2017 58 10 17.2%
2018 62 5 8.1%
2019 67 10 14.9%
2020 55 4 7.3%
2021 50 6 12.0%
2022 63 6 9.5%
2023 61 9 14.8%
2024 34 6 17.6%

Source: The Conference Board/ESGAUGE, 2024
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Figure 8b

Financial services interim CEOs are rare and almost always taken on
permanently

Interim CEOs by business sector, Russell 3000 (2017-2024)

Communication services

W Number of CEO MInterim CEQs
succession cases
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4 5 4 4 >
2 2
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Consumer discretionary

B Number of CEO  MInterim CEOs
succession cases

60
53 19 52 50
40
18 17
9 9 10 11
2017 2018 2019 2020 2021 2022 2023 2024
Consumer staples
B Number of CEO MInterim CEOs
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32
22 22
16 17
13 12
9
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Energy
B Number of CEO M Interim CEQOs
succession cases
32
22 22
16 17
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B Number of CEO  MInterim CEOs
succession cases
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W Number of CEO MInterim CEQOs
succession cases
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Industrials
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succession cases
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Real estate

B MNumber of CEO M Interim CEOs
succession cases

18
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14 15
11 12
7
6
4 4
3
2 : 2
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2017 2018 2019 2020 2021 2022 2023 2024

Utilities
B Number of CEO  MInterim CEOs
succession cases

16
14
7 7
5
4
2 2
0 0

2017 2018 2019 2020 2021 2022 2023 2024

Source: The Conference Board/ESGAUGE, 2024

Interim CEOs are often used for short-term leadership issues, like when a CEO leaves
unexpectedly for health reasons or a company crisis. There is a slight bias by sector, and
interim positions are more common in the communication services (33% of incoming CEOSs)
consumer discretionary (33%), and information technology (29%) industries.

Interim roles typically last between two and 10 months and are frequently filled by board
members. Approximately one-third of interim CEO appointments at Russell 3000 companies in
2024 were former board directors, although only one transitioned to the permanent CEO role.
Overall, just 9% of interim CEOs at Russell 3000 firms secured a permanent position in 2024,
reinforcing the role’s primary function as a short-term solution.
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Thinking About Succession Now Is the Best Way to Ensure a
Smooth Transition Later

No matter your new CEQ’s experience level, prior company, or background, the best way to

ensure a successful succession is to take proactive steps long before a new leader is
necessary. This involves cultivating and assessing promising talent, retaining internal

candidates through well-designed incentive programs, and regularly evaluating company
priorities and desired leadership qualities. We suggest that boards review their succession
plans annually to ensure they are still aligned with the company’s changing priorities and

strategies.

Once a new CEO has been selected, boards should also be proactive stewards of the transition
and consider the talent challenges and possibilities* that come with high-level leadership
changes. This may involve re-evaluating compensation goals and incentives, navigating the
outgoing CEQ’s role at the company, and managing candidates who were “passed over” for the
job. Since pay programs and incentives may change during the transition, boards should be
ready to supply the rationale for succession choices to internal and external stakeholders.

Ultimately, a broader understanding of the CEO market and common succession practices can
help steer boards toward more well-informed, forward-thinking leadership planning, setting their
companies up for sustained success and continuity. While the landscape of incoming CEOs is

changing, the need to stay ahead of the curve remains as vital as ever.

Timeline

[ Now

Time of Transition

1. Develop a CEO Role Profile

2. Identify a Pool of at Least 3-5
Candidates

3. Evaluate Candidates against
Role Profile

4. Familiarize Candidates with
Board

5. Shorten Time after Lead
Finalists are Interviewed

To define attributes and key
skills needed for success

= Profile may reflect the future
needs of the organization, and
does not necessarily need to
reflect the current role or
incumbent

Review and update profile
periodically, as needed, to
evolve with business strategy
(e.g., every 6-12 months)

To maintain optionality in
succession planning
= Pool could be balanced between

internal and external candidates
with diverse backgrounds

For internal candidates,
concurrently identify potential
sourcing needs resulting from
candidate’s role becoming
vacant after promotion (e.g., if
CFO is a candidate, Board will
need to identify potential CFOs)

Identify sourcing needs for
other transitions that may be
imminent (e.g., retiring CFO) or
the need to secure/retain key
players through transition

To assess fit and identify/address
“gaps” in skillset

* Internal candidates: Create
development paths,
professional coaching,
increasing the scope of current
roles to assess readiness, and
mentoring (from board
members or external sources?)
to increase capabilities

= External candidates: third-party
assessments of skills/attributes

= Evaluations may assess not only
the skills and experience
required for the role, but also
the traits and emotional
intelligence needed for success

1. For example, vendor/partner leader with an expertise in marketing might be engaged as a mentor to broaden the candidate's capabilities
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To increase visibility throughout
succession process

= This can occur both formally
through meetings and
presentations, and informally
through social events or outings

= Internal candidates have the
advantage of being brought into
the boardroom over a longer

To ensure finalists feel they are
equally in the running

= Stay in touch with final
candidates to lessen their
anxiety and address concerns

= Maintain contact with other

candidates in case top choices
decline the job offer

(\\) SEMLER BROSSY
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About This Report

These Key Findings are based on a dataset downloaded on October 20, 2024, from CEO
Succession Practices in the Russell 3000 and S&P 500: Live Dashboard. The Live Dashboard
is updated weekly with information on succession announcements about CEOs made at Russell
3000 and S&P 500 companies. You may browse the Live Dashboard to review and download
the most current figures. For comparative purposes, the Live Dashboard includes historical data
and breakdowns across business sectors (as classified under the Global Industry Classification
Standard, or GICS) and company size groups; see Using This Dashboard for more details.
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About the Knowledge Partners

POWERED BY

ESGAUGE

NTANGIBLES Al

ESGAUGE is a data mining and analytics firm uniquely designed for the corporate practitioner
and the professional service firm seeking customized information on US public companies. It
focuses on disclosure of environmental, social, and governance (ESG) practices such as
executive and director compensation, board practices, CEO and NEO profiles, proxy voting and
shareholder activism, and CSR/sustainability disclosure. Our clients include business
corporations, asset management firms, compensation consultants, law firms, accounting and
audit firms, and investment companies. We also partner on research projects with think tanks,
academic institutions, and the media. www.esgauge.com

HEIDRICK & STRUGGLES

Heidrick & Struggles (Nasdaq: HSII) is a premier provider of global leadership advisory and
on-demand talent solutions, serving the senior-level talent and consulting needs of the world's
top organizations. In our role as trusted leadership advisors, we partner with our clients to
develop future-ready leaders and organizations, bringing together our services and offerings in
executive search, diversity and inclusion, leadership assessment and development,
organization and team acceleration, culture shaping, and on-demand, independent talent
solutions. Heidrick & Struggles pioneered the profession of executive search more than 70
years ago. Today, the firm provides integrated talent and human capital solutions to help our
clients change the world, one leadership team at a time.® www.heidrick.com

(\\) SEMLER BROSSY

Semler Brossy is a leading independent consulting firm. We partner with Boards,
Compensation and Human Capital Committees, and Management teams to develop sound
executive compensation and talent strategies that address critical business issues, drive
sustainable business performance, align with stockholders’ key priorities, and steward the
organization towards the long term. We serve a broad cross-section of companies across
industries, from the largest global corporations to smaller, privately held firms. Clients choose us
for our partnership, thorough thinking, and creative solutions. We take off where other firms
finish. www.semlerbrossy.com
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Endnotes

1 Mark Emanuel, Blair Jones, Alexis Reber, Path and Implications for Navigating CEO Transitions, Semler
Brossy, April 25, 2024.

/Y The Conference Board provides trusted insights for what’s ahead™ on this and a number of other
topics. Learn more about Membership options at The Conference Board.
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ahead™. Founded in 1916, we are a nonpatrtisan, not-for-profit entity holding 501(c)(3) tax-exempt status
in the United States.
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