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Route to the Top US 2026
Closing the CEO capability gap

Fortune 500 companies are increasingly appointing new CEOs
who have prior experience in the role. However, a new survey finds
that more than a third of US companies still don’t have a CEO

with the capabilities the company needs to succeed in the near
term. Some companies are planning their CEO successions more
comprehensively and seeing greater success.
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The CEO capability gap

CEOs at more than a third of US Large shares of CEOs and board members report a gap between success
companies do not have the capabilities ~ factors and current CEO capabilities.

their organization needs to succeed
over the next two to three years. This

is a core finding of a recent survey

of 1,033 CEOs and board members
globally, including 253 in the United
States. The survey found a notable
mismatch between the leadership and
governance factors organizations say are
most critical for their company’s success
and their CEO’s greatest strengths.
Directors expressed even more concern
than CEOs themselves, with 46% of
directors reporting a discrepancy.

Overall CEOs Directors

The data strongly suggest that these 1 in 4 leaders are sure their succession planning processes
capability gaps are a symptom of are missing future leaders in their organization.
inadequate succession planning: only

25% of leaders said they treat CEO

succession planning as a priority, and

one-third have no specific KPIs for their

CEOQ succession planning process—

meaning they lack basic mechanisms

for evaluating whether it works.

This comes at a time when organizations @

expect persistent economic,

geopolitical, and technological volatility. Q Q
For the third year in a row, a parallel

global survey found that these are the

most significant issues organizations © ©
expect to face in the year ahead.’

Almost all leaders who responded to Q

this survey—93%—expect changes to

their strategy and operating model ©

over the next two to three years, with
half expecting significant change.

In this context, many companies where
CEO succession is largely reactive,
episodic, and under-resourced are
putting themselves at significant risk.?

1 “2026 CEO & Board Confidence Monitor,” Heidrick & Struggles, February 12, 2026, heidrick.com.
2 “Route to the Top 2025 | The ascent redefined: Charting more effective routes to the summit,” Heidrick & Struggles, July 23, 2025, heidrick.com.
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What's helping companies ensure
they have the right CEO

Our decades of experience working
with leaders, combined with our
research, have shown that leadership
succession planning is most effective
when closely aligned with business
strategy. This applies at every level—
board, CEO, and executive. Outcomes
further improve when those succession
practices are closely aligned with one
another and carried out consistently and
holistically across the organization.®

This insight led us to consider
whether there are linkages between
leadership alignment and the
alignment of succession planning
practices across the organization that
can lead to more effective strategic
planning. We examined three
aspects of alignment together:

1. Alignment among leaders

2. Alignment between strategy and
leadership pipeline management

3. Alignment among executive
development succession
planning processes

About half of companies are aligned and half are not.

Not aligned

Among
leaders

Between
strategy
and pipeline
management

Among

executive
succession
processes

A7% 53%

Looking across all three areas, we
found that about half of companies are
aligned and half are not.* Interestingly,
the majority of aligned companies

are only moderately so, meaning
alignment is fragile, even for those

in the better-performing group.

Aligned

Among
leaders

Between
strategy
and pipeline
management

Among
executive
succession
processes

3 “Route to the Top 2025 | The ascent redefined: Charting more effective routes to the summit,” Heidrick & Struggles, July 23, 2025, heidrick.com;

“CEO and board confidence monitor: Beating the succession planning paradox,” Heidrick & Struggles, October 30, 2024, heidrick.com. Additional research forthcoming.

4 See the online methodology for details on how the alignment score was calculated.
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This analysis allows us to understand
the combined performance effects
of having the right CEO now (which
is, of course, good for performance)
and an organization that is

aligned across the enterprise.

Specifically, 34% of organizations with
high alignment and the right CEO—
one whose strengths match the factors
respondents say are most vital for future
success—exceeded their financial
expectations at the beginning of the
year; only 28% of all others did the
same. And just 24% of organizations
with high alignment and the right CEO
fell short of their financial expectations,

compared to 41% of other organizations.

Further, the data show a directionally
positive relationship between

this combination and higher total
shareholder return (TSR) among
publicly traded companies. (While
the base size for this report is too
small to report a specific TSR boost,
this finding is consistent with other
research we have conducted® and we
are designing additional research to
further explore the effects on TSR.)

We believe this combination of
alignment and the right CEO is such
a powerful predictor of performance
because the CEO who is right for
this moment may not be right for
the next phase of an organization’s
evolution. Long-term strategic
alignment, including investing in
succession planning and executive
development, gives a company the
flexibility and depth to understand
and find the right CEO for the future.
Leaders at these organizations
point to particular strengths in
managing volatility effectively and
having a clear, shared view of where
the organization is headed.

5  New research forthcoming.

Organizations with high alignment and the right CEO were more likely
to outperform their own financial expectations than their peers.

Exceeded their
EI financial expectations

Organizations with

high alignment and ...‘
the right CEO
Other organizations o0¢

Fell short of their
D:D:L financial expectations

34% @@ 24%

28% 0000 41%

Comprehensive alignment

A lot has been written about board

and executive team alignment. At any
level, it matters. At its best, alignment

doesn’t mean uniformity. It means a
shared understanding of priorities,
trade-offs, and long-term direction.

Alignment across core areas—
strategy, shareholder value
creation, leadership succession,
and enterprise risk (including
leadership risk)—sits at the heart

of effective governance. When that
alignment is lacking, it often shows
up in fragmented decision-making,
mixed signals to management, and,
ultimately, weaker outcomes.

But true alignment goes beyond
simply being “on the same page.”
It requires that leaders—across the
board, executive team, and deeper

into the organization—are consistently

oriented around the same strategic
direction, priorities, and leadership
needs. In aligned organizations, there
is clarity and consistency: if asked

about critical issues like the leadership

pipeline or strategic priorities, leaders
at different levels and in different
functions or business units give the
same answer without hesitation.

Strong relationships are a critical
foundation to true alignment, but
alignment is not just about cohesion;
it also requires leaders to push
thinking, ask more provocative
questions, and help increase the pace
and quality of decision making.

This requires not only a CEO with the
right capabilities to address unique,
company-specific challenges but
also a board comprised of leaders
with a diversity of experiences

and perspectives to offer insights
into the multitude of realities the
organization might encounter.”

In this way, effective succession
planning strengthens alignment—
not by creating agreement for

its own sake, but by enabling
more effective engagement and,
ultimately, better outcomes.

1 For additional analysis, see our Board Monitor US 2026 survey report.
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Still, almost every company can do more
to improve its CEO succession planning

Aligned companies with the right
CEQO are more likely to have a
comprehensive CEO succession
process, including elements such

as ensuring they have the external
experts they need, communicating
transparently with internal candidates,
and actively making changes based on
poor performance or cultural impact.
And many actively measure their
results: 79% have at least one specific
metric for success, such as regularly
benchmarking their practices against
peers or treating the pool of candidates
as a KPI for the CEO and CPO.

However, even these companies aren’t
doing everything they could. Only
half of them have what we consider a
comprehensive CEO succession plan:
one that takes a number of concrete
steps to align planning with strategy,
continuously builds relationships with
potential internal candidates, and
regularly updates capability matrices.®
As we have written elsewhere’,

just because companies view CEO
succession planning as a priority
doesn't mean they treat it as such.

The challenges of building a robust
internal pipeline are certainly part
of the reason more companies are
looking externally for new leaders.
More than one-quarter of all
organizations (including those that
are highly aligned and have a CEO
who matches their needs) expect
to find new leaders outside their
organization. These expectations
match current market realities: 27%
of Fortune 500 CEQOs appointed
since 2024 have been external hires,
up from 18% prior to 2024.8

External appointments account for a larger share of recent

CEO appointments.

Appointment type breakdown, by year appointed to role

2023 or earlier

6%

Note: Numbers do not sum to 100% because of rounding.

6 See the online methodology for details on the categonzat\on of board succession plan maturlty

Founder/Co-founder

2024 & 2025

1%

Internal

External

" Heidrick & Struggles, July 23, 2025, heidrick.com.

8 To |eam more about the backgrounds and routes to the top of the current Fortune 500 CEOs see our interactive data dashboard.
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Practical next steps

At a time when almost all organizations

expect significant strategic change in
the near future, many find themselves

in a precarious position—some with the

wrong leader in place, and more with

fragile alignment across the organization

that could hinder leadership planning.
It may seem simplistic to suggest
companies should appoint the right
CEO and achieve enterprise-wide
alignment; however, it must be said,
because data indicate that too many
organizations are not doing so.

Though the attributes of the right
CEO are unique to each organization,
it is clear that comprehensive
succession planning is inextricably
linked to improved performance.
Starting by ensuring the current CEO
is the right one, and then working to
improve alignment throughout the
organization, will support both current
performance and future success,

including developing multiple potential

future leaders. In other words, aligned
companies that have the right CEO
give themselves a better opportunity
to find the next right CEO.

It is also clear that in today's context,

boards need to consider an increasingly

wide range of potential attributes

for their next CEOs. Today's CEOs
and potential CEOs were shaped

by leadership development and
promotion patterns over the last few
decades. Tomorrow's CEOs are being
shaped right now by the development
opportunities they're given, the
leaders who champion them, and the
organizational cultures that stretch or
constrain them. Succession planning
will be most effective when it is a
proactive, long-term effort focused
on building adaptable leaders with a
broad range of knowledge and who
are capable of navigating conditions
that organizations cannot yet foresee.

Organizations can begin this work by:

Establishing practical best practices that foster alignment,

such as regular evaluations, more frequent and substantive discussions
on strategy and succession, and immersive sessions—whether

in the field or focused workshops—that allow CEOs to engage

more deeply with the board and executive leadership team

@ Routinely assessing the needs of the organization,
both in the immediate term and more distant future, alongside
the CEO's key strengths, and candidly identifying gaps

@ Moving beyond a simple theoretical recognition of the
importance of succession planning by taking concrete steps
to implement it in practice, beginning with the executive

team and extending deeper into the organization

Treating leadership readiness with the same rigor as other
strategic priorities can create meaningful advantages in financial
performance, organizational effectiveness, and succession
readiness. The question is whether that commitment comes now
or after the cost of delay becomes too obvious to ignore.
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Heidrick & Struggles’ CEO & Board of Directors Practice has been built on
our ability to execute top-level assignments and counsel CEOs and board
members on the complex issues directly affecting their businesses.

We pride ourselves on being our clients’ most trusted advisor and offer

an integrated suite of services to help manage these challenges and their
leadership assets. This ranges from the acquisition of talent through executive
search to providing counsel in areas that include succession planning,
executive and board assessment, and board effectiveness reviews.

Our CEO & Board of Directors Practice leverages our most accomplished

search and leadership consulting professionals globally who understand the
ever-transforming nature of leadership. This expertise, combined with in-depth
industry, sector, and regional knowledge; differentiated research capabilities; and
intellectual capital, enables us to provide sound global coverage for our clients.
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