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The workforce demographics are changing as a large portion of the population is approaching
retirement and thus leaving vacancies in the construction industry. Succession planning is an aspect
of talent management which aims to mitigate instability faced by a company when a new successor
fills a vacancy. Research shows that in addition to a diminishing pool of available talent, the
industry does not have widespread, empirically tested and implemented models that lead to
effective successions. The objective of this research was to create a baseline profile for succession
planning in the construction industry by identifying currently implemented best practices. The
researchers interviewed six companies of varying sizes and demographics within the construction
industry and compared their succession planning methodologies to identify any common
challenges and practices. Little consensus between the companies was found. The results of the
interviews were then compared to current research literature, but even here, little consensus was
found. In addition, companies lacked quantitative performance metrics demonstrating the
effectiveness, or ineffectiveness, of their current succession planning methodologies. The authors
recommended that additional research is carried out to focus on empirical evidence and
measurement of industry practices surrounding talent identification, development, and transition
leading to succession.
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Introduction

As global population demographics shift, the climate of the job market is rapidly changing across various industries.
The pool of available talent is shrinking and the market demand is growing, requiring the industry to focus more on
how talent is assessed and managed. Talent management is a broad over-arching human resource field that examines
the life-cycle and development of an employee from the initial identification and acquisition up until departure from
the organization. A single component of talent management is the aspect of succession planning. Since its
conception in the mid-20" century, succession planning has taken on various definitions but as a general definition
the Society of Human Resource Management (Tracey, 2004) states that succession planning “[is] the process of
identifying long-range needs and cultivating a supply of internal talent to meet those future needs.” In essence,
succession planning is how an organization utilizes the available talent pool to respond to a changing workforce.

Industry Problem
The overall scope of the problem is narrowed down to two key aspects:

1. A lack of available talent.
2. The industry and current literature have not yielded an agreed upon succession planning model.

In regards to the current talent pool, as seen in Figure 1 below, between 2000 and 2010 the population of US citizens
45-64 years old increased by 31.5% while citizens 25-44 years old decreased by 3.4% (U.S. Census Bureau, 2010).
Therefore, a significant portion of the population is approaching retirement age and can be expected to leave the
workforce within the next 15-20 years. As a result, the construction industry in particular is facing a shortage of
qualified workers as many of the current industry leaders are approaching retirement (Yankov & Kleiner, 2001).
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Figure 1
Age Distribution of U.S. Citizens in 2000 & 2010
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In addition to a shrinking talent pool, organizations are struggling to address the widening talent gap. As retiring
employees leave vacancies, the industry is hard-pressed to resolve the best method for succession. Current research
and industry practices are scattered and provide little consensus (Giambatista et al. 2005), (Hor, F. C. et al. 2010),
(Dries, 2013), (Ahadzie et al. 2008). The need for succession planning theory and methodology is rapidly growing
(Giambatista et al. 2005). Along with the changing workforce demographic, many organizations across various
fields are facing considerable difficulties managing talent due to recent economic conditions (McCauley &
Wakefield, 2006).

Research Objective

Since the initial research by Grusky, succession planning has been widely accepted as a necessary source of
instability, but the question that still begs to be addressed is the extent of the issue (Grusky, 1960). Past research has
provided many different perspectives and methodologies to lead to more effective succession planning, but the
authors have found little empirical research measuring the extent of the issue and the current level of succession
planning implementation in the construction industry. This research aims to create an initial profile of succession
planning in the construction industry by examining and interviewing a small focus group of six construction
companies. Through the interviews, the researchers aim to answer the following:

1. Do current models focus on all levels of succession planning or primarily executive level and late career
succession?

2. Are company models based on current research or older methodologies?

3. Does the industry track measurable performance metrics demonstrating the extent of succession plan
performance and organizational impact?
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Methodology

The purpose of this research is to develop a baseline profile of succession planning in the construction industry by
interviewing a focus group of construction companies and comparing the findings to current research literature. The
authors presented the research objective to a pool of fifteen Construction Industry Institute (CII) members of varying
size, demographic, and area of operation, and of the fifteen, six volunteered to be interviewed. The interview
structure incorporates high level questions about the company’s succession planning processes. The individuals
selected for interviews are high level company executives, HR vice-presidents, and/or talent management directors
or specialists. The methodology process overview is shown in Figure 2 below.

Figure 2
Methodology Overview
Presentation . Literature
Selection of 6 Company .
of Research . : Comparison
Companies Interviews

Objecitve and Analysis

The field of succession planning is closely tied to other talent management processes. Given this, many other
research efforts focused on succession planning also incorporate an in-depth discourse about other, more focused
human resource processes such as replacement planning and leadership development. In efforts to provide a more
defined scope, the researchers used Hor’s interpretation of Ibarra’s critical succession planning aspects:

(1) Leadership competency models that provide a blueprint for high performers.

(i1) A functioning performance management system that measures individuals against the leadership
competency models.

(ii1) An individual development planning process that helps narrow the present gap between current
competencies and current performance.

(iv) A measurement method that assesses how well the succession program is functioning over time (Hor,

F. C. etal. 2010) (Ibarra P. 2005).

By consolidating items (i) and (ii), the model can be further simplified into three key focuses: identification,
development, and transition. The goal of each subsequent phase is to funnel qualified successors into vacancies with
minimal instability and maximum performance. The purpose of identification is to find candidates that exemplify
key competencies and a level of comprehension that can lead to an effective succession later in their career. These
competencies provide a performance baseline that are conducive to further development. Development takes place
throughout the duration of employment. The goal is to train talent to further progress their core competencies in
order to later fill a vacancy. This process can take various forms depending on company preference. Transition, in
this research, is assumed to occur once a vacancy opens up and a qualified successor has been adequately prepared
to take the role. Transition focuses on individual and company performance after succession takes place.

Interview Results

This research aims to create an overall scope for company succession plans by interviewing each company based on
the three phase parameters of succession planning: identification, development, and transition. The scope is to
measure the extent of a company’s succession plan as well as the key positions in which a succession plan is needed.
During the interview, companies describe how they approach succession, best practices, and their key focuses. The
key positions of a company are ones in which a full succession plan or process is needed. The criteria for a key
position is solely defined by the individual company. The results of the interviews are shown in Table 1 below.
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Table 1

Company Information and Succession Plan Overview

Company Number of Employees Succession Plan Key Positions
A 500 Informal President Only
B 10,000 Formal Executive Leadership Only

Executive Leadership & High

C 50,000 Formal Tmpact PMs olfﬂy 8
D 30,000 Semi-Formal Executive Leadership Only
E 12,000 Formal Executive Leadership Only
F 900 Informal Executive Leadership Only

The names of the companies are removed in order to maintain anonymity, but the company size is reported to
provide research context. It is assumed that as company size increases so do the leadership requirements of
executive positions due to the larger company scope and amount of subordinates. Furthermore, larger companies are
assumed to have a higher need for succession planning due to the increased number of leadership positions across
the organization as a whole. The researchers assigned three general categories to classify extensiveness of a
company’s succession plan: formal, semi-formal, and informal. A formal plan is one in which the company fully
acknowledges an organization wide succession planning methodology and utilizes models developed through past
research. A semi-formal plan is one in which the company incorporates a few elements of the succession planning
processes but does not fully implement a pre-defined model. The major difference between the formal and semi-
formal plans is that in the formal process, planning begins well before succession takes place, whereas the semi-
formal method is more ad-hoc based, thus closer to replacement planning. Lastly, an informal plan is one in which
no written plan exist for succession or replacement. Companies with informal plans profess to allow incumbents the
full responsibility and control of choosing their own successor. Every company reports that succession plans are
only defined for select key positions in the company. Most claim that the only key positions were executive
leadership roles with the exception of Company C which outlined the additional importance of creating a succession
plans for project management and mid-level management positions directly involved in high impact and high profile
projects.

Identification

Identification is argued to be the most critical component in succession planning (Sharma, Chrisman, & Chua,
2003). In current talent management literature, identification and competency definition is perhaps one of the most
widely researched but highly contested fields in the industry. The core focus is to address the critical question: how
is a high performer identified? This is achieved by creating a list of the most important competencies and traits of
employees. Many research efforts claim to identify the critical aspects of high quality talent, and many report
successful results, but few agree on the same attributes. Much of the research comes down to the subjectivity of the
researcher or company. A broad literature review spanning various industry studies focusing on succession planning
and talent management resulted in varied conclusions. Tables 2A, 2B, and 2B below summarizes the results of this
literature review along with the top competencies determined by 7 different research efforts. The authors sorted the
competencies in Table 2A by research citation, and grouped each competency in a general category; these categories
are shown in Table 2B below. Lastly, each category was summed and listed by research citation shown in Table 2C.
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Top Competencies of High Performers by Citation

. Bernthal & Welkins, ) Golds mith & . Thomas & Mengel,
Dainty, 2004 2006 Hills, 2009 Carter, 2009 Holzle, 2010 2008 Hor et al. 2010
Directiveness Passion for Results Clarity Strategic Planning Bread'th o Intuitive Problem Solving
Experience
Achievement - Business Emotional L o
A Ii Depth 1 Fl 1
Orientation daptability Aptitude Intelligence ept Oreintationa exibility
i3 Brings out the best in Internal Custoinlxer s Emo-tlonal b (G s
people Attunement Centricity Intelligence
Team Leadership Authenticity Responsibility Ethics Communication | Spiritual Intelligence | Cost Management
Table 2B
Key Competency Categories and Color Code
Strategic Planning & Problem Solving
Interpersonal Skills
Experience & Technical Skills
Personality Characteristics
Table 2C
Sum of Competency Categories by Citation
Dainty, | Bernthal & Hills, Goldsmith & | Hélzle, | Thomas & | Hor et al.
2004 Welkins, 2006 | 2009 Carter, 2009 | 2010 Mengel, 2010
2008
Strategic Planning &
& e 2 1 1 1 1
Problem Solving
People Skills 1 1 1 3 2 1 1
Business Acumen 1 1 1
Personal Development 1 2 2 1 2 1

The results of Table 2C suggest little correlation between categories. Although people skills and personal
development are the most prevalent between each author, there is no clear hierarchy of most critical competency or
even competency category. These results seem to echo Holzle’s findings which show that simply by changing the
point of view or scope of a given project key competencies changed radically: 90% of surveyed companies saw
management experience to be the most critical competency for a potential leader, while in another instance, 80% of
surveyed companies found social competence to be the most import attribute (Holzle, 2010).

The interview results of the six companies discussed in this research reported a similar dilemma. Out of the six, only
Company C report to maintain a written list of key competencies used in identification. One reported that instead of
using a list of characteristics, the leadership team provides subjective performance scores and ratings of a
candidate’s future potential. The remaining four companies all report that either incumbents or executive leaders
define and identify their own competencies based off of past experience and knowledge of the vacant position. Each
of the six express frustrations in the challenge of finding high performing successors, but none purport an extensive
identification plan directly connected to succession planning. The overall consensus is that incumbents would either
be familiar enough with potential successors to make a decision, or the company would instead focus on external
replacement planning using a new hire.
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Development

In an extensive succession plan, measures are taken by the company to instate a structure to further develop key
talent. The development process focuses on further advancing the competencies previously identified as critical to
the potential vacancy to be filled. “[G]ood succession planning does not just look at who is next in the line for a slot,
but also targets people early in their careers and determines what kind of training and experiences they need in order
to become effective leaders” (Hor, F. C. et al. 2010), which thus creates the foundation for good development.

Most research agrees that the success of development should be measured by overall organizational performance
(Hor, F. C. et al. 2010). The current argument arises in whether or not performance is positively correlated with the
development methodology. For example, Collins and Holton claim no empirical evidence linking development with
organizational performance, while Hor et al strongly argue for the contrary (Collins and Holton, 2004) (Hor, F. C. et
al. 2010).

The interview results show that, formally or informally acknowledged, companies place the greatest concern and
focus on the development of their employees. Every company voiced that a major challenge is the lack of available
time and resources needed to train up-and-coming employees. The companies struggle to understand the ideal
training methodology and whether or not to develop using in-house resources or to outsource. Although Company F,
for example, does not have a formal succession plan, they, none the less, are partnered with a local university to help
with leadership development. The reported development methodologies for each company are shown in Table 3
below. Along with development methods, each company also has a tracking procedure to measure progress and
competencies for employees. Of the six, only one company reports the use of a centralized database and tracking
system, while three rely on managers to track individual employees, and one uses over 30 databases across various
divisions and company locations.

Table 3

Company Development Methodology

Company Development Method Tracking Method
A Mentorship Manager Tracked
B Professional Development Model Centralized Database
C Mentorship 30+ Databases
D None Manager Tracked
E Professional Development Model Not Reported
F External Training Manager Tracked

Transition

In general the transition phase can vary in scope depending on the definition. In the case of this research, it is
assumed that transition focuses on the time period just before and several years after a succession. The transition
phase serves as the time frame it takes for the new successor to reach full productivity in their new position. The
goal of transition is to minimize the instability of a company after succession and maintain overall productivity. The
majority of new managers report that the transition phase is a result of trying to acclimate to “corporate culture,
management and communication styles, and the detail of recent events” (Kransdorff, 1996). According to recent
research by Perrenoud and Sullivan, on average, the transition phase, as defined by the author, lasts about 4 years.
(Perrenoud and Sullivan, 2013).

The authors were unable to identify current research and implemented methodology surrounding the time after a
succession specifically in the construction industry. The authors were also unable to identify current literature that
provides conclusive best practices or methodologies leading to a successful transition. Additionally, the companies
interviewed were unable to provide any data or commentary on transition aside from speculation. All of the
companies state that the transition phase is how a successful succession is ultimately determined, but none had
accessible metrics that suggested an effective transition.
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Conclusion

If the population trends remain consistent in the coming years, the construction industry will be faced with the
unique challenge of addressing a large change in the current labor force. Simple observation would suggest that
because the outflow of retiring talent is significantly larger than the inflow of rising talent, the industry will need to
learn to use this smaller talent pool more effectively. It would seem that in order to adequately respond to the
shifting trends in the talent pool, the industry will have to develop more efficient talent management techniques;
more specifically, succession planning techniques to mitigate future vacancies.

Through the literature review and the company interviews addressed in this research, it is suggested that the
available succession planning methodologies are empirically deficient and under-defined. Of the six interviewed
companies, it is shown that there are no observable trends suggesting any significant succession planning
similarities. Within this small focus group of companies of ranging sizes, all express deep concern in their inability
and misunderstanding of methods to further develop talent in preparation to fill vacancies. While some companies
rely on mentorship, others rely on industry models or external training courses. It could be suggested that the lack of
consensus could be due to different company demographics, but more research would be needed to verify this claim.
Additionally, among the interviewees, the researchers found that the scope of succession planning is blurred. The
majority of the organizations use the term succession planning exclusively when reacting to a leadership vacancy,
while literature suggests that effectively succession planning must begin in the early stages of competency
identification and development. This herein suggests a lack of continuity between talent management processes
ultimately leading to succession.

In conclusion, this research demonstrates a discontinuity surrounding succession planning perspectives. The field is
populated with opinions, biases, and preferences based on company tradition. Because of the lack of quantifiable
data and measurements, at this time it is not possible to reach a conclusive analysis on current succession planning
effectiveness in addressing the shift in the population Furthermore, the lack of data leads these researchers to the
conclusion that more research is needed which should focus on verifiable performance metrics of industry processes
surrounding the identification, development, and transition of talent ultimately leading to succession.
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