Activity - Leadership Transition

Today, we'll be learning the concept of leadership transitions through an interactive
activity. Leadership transition is the process of changing leadership within a
company, where a new leader steps in and introduces their own vision and
strategies, often leading to significant changes in the organization.

For this activity, the class will be divided into several groups. Each group will be
given the name of a company. Your task will be to study the leadership transition
that occurred within that company. You will investigate how the transition was
planned and executed, the challenges faced, the strategies the new leader
employed, and whether the transition was ultimately successful or not.

Once your group has completed its study, you'll present your findings to the class,
highlighting the outcomes of the leadership transition. This exercise will give us a
deeper understanding of how different companies navigate leadership changes and
the factors that contribute to their success or failure.

About Leadership Transitions

Leadership transitions are critical junctures in an organization's life cycle, with the
potential to either propel a company towards greater success or lead to its
downfall. The importance of effective leadership transitions cannot be overstated,
as they shape the strategic direction, organizational culture, and stakeholder
confidence for years to come.

When a new leader takes the helm, they often bring fresh perspectives and
innovative strategies that can revitalize a company's direction. A successful
transition allows the organization to identify and address inefficiencies or outdated
practices, aligning it with current market demands and future growth opportunities.
For example, when Satya Nadella assumed the role of CEO at Microsoft in 2014,
he recognized the need to shift the company's focus towards cloud computing and
mobile technologies. Nadella's strategic vision and execution of this transition have
been widely credited with Microsoft's resurgence and continued success in the tech
industry.



In addition to strategic realignment, leadership transitions can facilitate much-
needed cultural changes within an organization. A new leader can instill a different
set of values or priorities, fostering an environment that encourages innovation,
collaboration, and adaptability. This cultural shift is particularly important in
today's rapidly evolving business landscape, where companies must be agile and
responsive to stay ahead of the competition. James Quincey's transition as CEO of
Coca-Cola in 2017 exemplifies this point. Quincey recognized the need for Coca-
Cola to evolve beyond its traditional carbonated beverage offerings and respond to
changing consumer preferences for healthier options. By diversifying the product
portfolio and enhancing sustainability initiatives, Quincey has not only revitalized
the Coca-Cola brand but also positioned the company for long-term success in an
increasingly health-conscious market.

Moreover, a smooth leadership transition can reassure stakeholders, including
employees, investors, and customers, that the organization remains stable and
focused on its goals. Conversely, a disruptive transition can lead to uncertainty and
erode trust, negatively impacting the company's performance and reputation. This
is why effective communication is a hallmark of successful leadership transitions.
New leaders must proactively share their plans, listen to employee concerns, and
provide regular updates to foster trust and reduce anxiety during the transition
period. By engaging stakeholders early and often, leaders can build buy-in for their
initiatives and ensure a smoother path forward.

Successful leadership transitions also require a strong leadership team surrounding
the new leader. Establishing trust and collaboration among peers can enhance
decision-making, promote accountability, and support the new leader's initiatives.
Additionally, organizations that invest in succession planning are better prepared
for leadership changes. By identifying and nurturing potential leaders, companies
can ensure a smoother transition and minimize disruption to operations. This was
evident in Coca-Cola's transition to James Quincey, who had a long tenure with the
company and held various leadership roles prior to becoming CEO, positioning
him well for the top job.



Finally, new leaders must be willing to learn and adapt their leadership style to fit
the organization's culture and needs. This flexibility can help them navigate
challenges and seize opportunities effectively. Satya Nadella's emphasis on
empathy and growth mindset, for instance, transformed Microsoft's internal culture
and external perception, leading to substantial business growth.

In conclusion, leadership transitions are pivotal moments that can make or break an
organization's future success. Companies that prioritize clear vision, effective
communication, employee engagement, strong leadership teams, robust succession
planning, and continuous learning are better equipped to navigate these transitions
and emerge stronger than ever before. By mastering the art of leadership transition,
organizations can position themselves for long-term growth, innovation, and
market leadership.

Examples of Successful & Unsuccessful Leadership transitions

Walt Disney company
Ford

Netflix

IBM

Coca-Cola

General Motors
Nokia

Yahoo

HP

Starbucks



Successful Transitions:
Walt Disney company

Disney's leadership transition from Michael Eisner to Robert Iger was a successful
one due to Iger's strategic planning, relationship building, risk management, and
adaptability. Iger, who joined Disney as COO in 2000, successfully navigated the
company through a period of turmoil and revitalized it through acquisitions like
Marvel and Lucasfilm. His leadership also drove Disney's digital transformation
with the launch of Disney+ and ESPN+. By effectively managing the company's
direction and fostering a positive corporate culture, Iger ensured Disney's

continued success and growth.

https://thewaltdisneycompany.com/about/#:~:text=Robert%20Alan%201ger%201s
%20Chief,0f%20the%20Board%20through%202021.

https://corpgov.law.harvard.edu/2023/12/22/ceo-succession-and-the-walt-disney-
company/

Ford

Ford's leadership transition from Alan Mulally to Mark Fields was a successful one
due to several factors: Fields' ability to maintain the core strategies and initiatives
implemented by Mulally, coupled with his focus on product innovation, global
expansion, and cost reduction, ensured a smooth transition and continued success
for the company. The strong leadership team and the introduction of new and
successful models also contributed to Ford's ongoing success in the automotive

industry.


https://thewaltdisneycompany.com/about/#:~:text=Robert%20Alan%20Iger%20is%20Chief,of%20the%20Board%20through%202021
https://thewaltdisneycompany.com/about/#:~:text=Robert%20Alan%20Iger%20is%20Chief,of%20the%20Board%20through%202021
https://corpgov.law.harvard.edu/2023/12/22/ceo-succession-and-the-walt-disney-company/
https://corpgov.law.harvard.edu/2023/12/22/ceo-succession-and-the-walt-disney-company/

Ford's leadership transition from Alan Mulally to Mark Fields was carefully
planned and executed. The company had a succession plan in place that identified
Fields as Mulally's successor, ensuring a smooth and orderly transition. By
overlapping roles, communicating the plan to stakeholders, and emphasizing
continuity, Ford minimized disruption and ensured a successful handover of
leadership. This helped to maintain the company's momentum and position it for

continued success.

https://www.forbes.com/sites/brycehoffman/2017/05/22/heres-why-fords-mark-

fields-had-to-go/

https://www.forbes.com/sites/danpontefract/2022/07/1 1/former-ceo-alan-mulally-

1s-who-ceos-need-to-be-today/

https://economictimes.indiatimes.com/ford-ceo-alan-mulally-on-scripting-one-of-

the-most-incredible-turnarounds-in-corporate-history/articleshow/37253383.cms

https://www .kornferry.com/insights/briefings-magazine/issue-20/alan-mulally-

man-who-saved-ford

https://www.mainlandford.com/the-way-forward/

https://www.pressherald.com/2014/05/02/mulally_era to_end as_ford turns to fi

elds_as new_ceo /

https://www.inc.com/ilan-mochari/3-leadership-lessons-mulally.html
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Netflix (Dual CEO model)

Hastings and Sarandos' shared vision, a strong leadership team, Sarandos' proven
track record, Netflix's focus on innovation, and the company's successful strategy
of original content production, global expansion, data-driven decision making, and
user experience. These factors combined to ensure a smooth transition and position

Netflix for continued success in the competitive streaming market.

The transition began with Reed Hastings, one of Netflix's co-founders, stepping
back from daily operations to take on a more advisory role as executive chairman.
This change was pivotal in allowing Sarandos, who had been with Netflix since
2000 and was instrumental in its content strategy, to continue leading the creative
direction. Peters, who joined Netflix in 2017 and had a strong background in
product and technology, was promoted to co-CEQO, bringing a fresh perspective to

the leadership team.

The decision to implement a dual CEO model was influenced by the need for a
more collaborative approach in a rapidly evolving streaming landscape. Hastings
believed that having two leaders would allow for a more balanced and effective
management style, particularly in navigating the complexities of content creation

and technological advancements in streaming services

The leadership model emphasizes clear roles and responsibilities, allowing
Sarandos and Peters to focus on their respective domains. Sarandos manages

content-related decisions, while Peters oversees technology and product



development. This structure not only enhances the speed of decision-making but
also ensures that both leaders are aligned on major strategic initiatives. They
maintain that communicating with one CEO is effectively communicating with

both, fostering a unified leadership approach

https://yourstory.com/2024/07/netflix-dual-ceo-strategy-success-challenges

https://www.entrepreneur.com/business-news/netflix-has-2-ceos-greg-peters-ted-

sarandos-its-working/476426

https://surface.syr.edu/cgi/viewcontent.cgi?article=1448 & context=etd

https://hbr.org/2014/01/how-netflix-reinvented-hr

https://about.netflix.com/en/news/ted-sarandos-greg-peters-co-ceos-netflix

https://www.linkedin.com/pulse/constructive-adaptability-leadership-lessons-from-

abirambika

https://www.businesstoday.in/technologvy/news/story/as-netflixs-reed-hastings-

steps-dow

IBM: Ginni Rometty to Arvind Krishna

In 2020, Ginni Rometty stepped down as CEO of IBM after leading the company
for eight years, passing the baton to Arvind Krishna, who was the executive vice
president of cloud and cognitive software at the time. Since taking over, Krishna

has focused on transforming IBM into a leader in hybrid cloud and Al


https://yourstory.com/2024/07/netflix-dual-ceo-strategy-success-challenges
https://www.entrepreneur.com/business-news/netflix-has-2-ceos-greg-peters-ted-sarandos-its-working/476426
https://www.entrepreneur.com/business-news/netflix-has-2-ceos-greg-peters-ted-sarandos-its-working/476426
https://surface.syr.edu/cgi/viewcontent.cgi?article=1448&context=etd
https://hbr.org/2014/01/how-netflix-reinvented-hr
https://about.netflix.com/en/news/ted-sarandos-greg-peters-co-ceos-netflix
https://www.linkedin.com/pulse/constructive-adaptability-leadership-lessons-from-abirambika
https://www.linkedin.com/pulse/constructive-adaptability-leadership-lessons-from-abirambika
https://www.businesstoday.in/technology/news/story/as-netflixs-reed-hastings-steps-down-meet-the-two-new-ceos-replacing-him-366787-2023-01-20
https://www.businesstoday.in/technology/news/story/as-netflixs-reed-hastings-steps-down-meet-the-two-new-ceos-replacing-him-366787-2023-01-20

technologies. He has made significant investments in these areas, successfully

positioning IBM as a key player in the technology industry.

https://newsroom.ibm.com/IBM-Leadership-Changes

https://fortune.com/2020/02/03/ibm-ceo-arvind-krishna-what-you-need-to-know/

https://www.linkedin.com/pulse/think-what-you-give-before-get-how-ibms-ginni-

rometty-daniel-roth

https://theprint.in/world/how-arvind-krishna-changed-the-course-of-ibm/358639/

https:// www.marketwatch.com/story/ibms-ginni-rometty-leaves-behind-a-mixed-

legacy-as-ce0-2020-01-30

https://spectrum.ieee.org/most-ibm-emplovyees-happv-about-ceo-change-blind-

Survey-says

Coca-Cola

James Quincey's leadership transition at Coca-Cola, which began on May 1, 2017,
marked a significant turning point for the company. Quincey, who had been
groomed for the role during his extensive tenure at Coca-Cola, emphasized
innovation and adaptation to shifting consumer preferences. His strategic vision
included diversifying the product portfolio and enhancing sustainability initiatives,
addressing the growing demand for healthier beverage options. Under his
leadership, Coca-Cola implemented significant changes, such as streamlining

operations and reducing corporate positions to focus on new product development.


https://newsroom.ibm.com/IBM-Leadership-Changes
https://fortune.com/2020/02/03/ibm-ceo-arvind-krishna-what-you-need-to-know/
https://www.linkedin.com/pulse/think-what-you-give-before-get-how-ibms-ginni-rometty-daniel-roth
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https://www.marketwatch.com/story/ibms-ginni-rometty-leaves-behind-a-mixed-legacy-as-ceo-2020-01-30
https://www.marketwatch.com/story/ibms-ginni-rometty-leaves-behind-a-mixed-legacy-as-ceo-2020-01-30
https://spectrum.ieee.org/most-ibm-employees-happy-about-ceo-change-blind-survey-says
https://spectrum.ieee.org/most-ibm-employees-happy-about-ceo-change-blind-survey-says

Quincey's approach has not only revitalized the brand but also positioned Coca-
Cola for continued growth in a competitive market, demonstrating the

effectiveness of thoughtful succession planning and strong leadership

https://www.sigmaassessmentsystems.com/coca-colas-succession-planning-case-

study/

https://fortune.com/2017/03/23/coke-new-ceo-leadership/

https://chiefexecutive.net/ceol1000-coca-cola-leadership-transition/

https://businessabc.net/wiki/james-quincey

https://www.sigmaassessmentsystems.com/coca-colas-succession-planning-case-

study/

https://chiefexecutive.net/ceo1000-coca-cola-leadership-transition/

UNSUCCESSFUL TRANSITIONS

General Motors

General Motors' (GM) leadership transition involving Rick Wagoner serves as an
example of an unsuccessful change, primarily due to the circumstances
surrounding his resignation and the company's challenges during the global
economic crisis. Wagoner, CEO since 2000, was forced to step down on March 29,

2009, at the request of the Obama administration as part of a broader effort to


https://www.sigmaassessmentsystems.com/coca-colas-succession-planning-case-study/
https://www.sigmaassessmentsystems.com/coca-colas-succession-planning-case-study/
https://fortune.com/2017/03/23/coke-new-ceo-leadership/
https://chiefexecutive.net/ceo1000-coca-cola-leadership-transition/
https://businessabc.net/wiki/james-quincey
https://www.sigmaassessmentsystems.com/coca-colas-succession-planning-case-study/
https://www.sigmaassessmentsystems.com/coca-colas-succession-planning-case-study/
https://chiefexecutive.net/ceo1000-coca-cola-leadership-transition/

restructure the auto industry. The transition occurred amidst GM's near-bankruptcy
and loss of consumer confidence. Wagoner had struggled to adapt to changing
market conditions, focusing heavily on trucks and SUVs while consumer
preferences shifted towards fuel-efficient vehicles. The 2008 financial crisis
exacerbated these issues, leading to declining auto sales and forcing GM to seek

federal assistance.

The Obama administration's request for Wagoner's resignation reflected the urgent
need for change at GM. However, the sudden nature of his exit left the company
unprepared for a strategic shift, eroding stakeholder confidence. The transition was
complicated by the need for rapid restructuring under the $17.4 billion bailout's
stringent conditions. Several factors contributed to the perception of an
unsuccessful transition: lack of preparedness, loss of confidence, inadequate
communication, and external pressure. GM's experience highlights the
complexities of managing change in a crisis and the importance of robust

succession planning, open communication, and strategic leadership transitions.

https://www.forbes.com/2009/03/30/rick-wagoner-gm-jerry-flint-business-autos-

backseat-driver.html

https://hbr.org/2009/03/how-gms-rick-wagoner-failed-to

https://www.nytimes.com/2009/03/30/business/30wagoner.html

https://studycorgi.com/general-motors-firms-leadership-approaches/



https://www.forbes.com/2009/03/30/rick-wagoner-gm-jerry-flint-business-autos-backseat-driver.html
https://www.forbes.com/2009/03/30/rick-wagoner-gm-jerry-flint-business-autos-backseat-driver.html
https://hbr.org/2009/03/how-gms-rick-wagoner-failed-to
https://www.nytimes.com/2009/03/30/business/30wagoner.html
https://studycorgi.com/general-motors-firms-leadership-approaches/

https://www.ukessays.com/essays/commerce/leadership-and-change-management-

at-general-motors-commerce-essay.php

Nokia

Stephen Elop's leadership transition at Nokia, from 2010 to 2013, exemplified an
unsuccessful change in the company's direction. As the first non-Finnish CEO,
Elop's decision to shift Nokia's smartphone strategy to Microsoft's Windows Phone
platform proved to be a strategic misstep, leading to a dramatic decline in market
share and financial losses. Under his leadership, Nokia's stock price dropped by
62%, its mobile phone market share was halved, and its smartphone market share
fell from 33% to 3%. Elop's lack of adaptability, innovation, and effective
communication contributed to Nokia's downfall, highlighting the critical role

leadership plays in an organization's success or failure.

https://www.linkedin.com/pulse/how-stephen-elop-led-fall-nokia-pulkit-khare

https://strandconsult.dk/stephen-elop-a-man-of-big-words-and-many-promises-but-

few-results/ https://www.communication-director.com/issues/corporate-media-

mix/stephen-elop/

https:// www.mckinsey.com/capabilities/people-and-organizational-

performance/our-insights/successfully-transitioning-to-new-leadership-roles

https://www.theguardian.com/technology/2014/oct/08/nokia-stephen-elop-

operation-new-book
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https://www.nytimes.com/2013/09/04/technology/from-nokia-an-executive-who-

knows-all-too-well-the-difficulties-at-hand.html

https://knowledge.insead.edu/strategy/strategic-decisions-caused-nokias-failure

https://communities-dominate.blogs.com/brands/2012/10/the-there-pillars-of-

nokia-strategy-have-all-failed-why-nokia-must-fire-ceo-elop-now.html

https://communities-dominate.blogs.com/brands/2011/06/why-nokia-board-

decision-to-fire-ceo-stephen-elop-is-now-urgent.html

Yahoo

Carol Bartz's leadership transition at Yahoo! from 2009 to 2011 represents a
significant failure in corporate leadership. Joining from Autodesk, Bartz aimed to
revitalize the struggling tech giant but was ultimately unable to reverse its
declining fortunes. Her tenure was marked by a lack of strategic direction and
failure to effectively compete with rivals like Google and Facebook, which rapidly
gained market share and advertising revenue. Despite initial efforts to streamline
operations, Bartz's inability to define Yahoo!'s identity—whether as a media or
technology company—Iled to further erosion of investor confidence. Her abrupt
firing, communicated over the phone by the chairman, underscored the discontent
with her leadership and highlighted the critical role that effective leadership plays
in an organization's success or failure, as it shapes strategic vision and stakeholder

trust .


https://www.nytimes.com/2013/09/04/technology/from-nokia-an-executive-who-knows-all-too-well-the-difficulties-at-hand.html
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https://www.forbes.com/sites/roberthof/2011/09/06/report-yahoo-cans-ceo-carol-

bartz-heres-what-went-wrong/

https://skylineg.com/resources/blog/leadership-transition

https:// www.mckinsey.com/capabilities/people-and-organizational-

performance/our-insights/successfully-transitioning-to-new-leadership-roles

https://theweek.com/articles/482004/why-yahoo-fired-ceo-carol-bartz-4-theories

https://theweek.com/articles/482004/why-yahoo-fired-ceo-carol-bartz-4-theories

HP

Hewlett-Packard (HP) experienced a series of unsuccessful leadership transitions
from 2010 to 2011, with Mark Hurd's resignation, Leo Apotheker's short-lived
tenure, and Meg Whitman's eventual appointment as CEO. Hurd's departure due to
ethical issues was followed by Apotheker's failed attempts to refocus HP on
software and services, leading to his dismissal after just 11 months. Whitman,
despite her success at eBay, struggled to turn HP around and faced skepticism
about her ability to lead the company's transition. HP's stock price plummeted by
40% during this period, reflecting the lack of confidence in the company's
leadership. These frequent changes and strategic missteps highlight the critical role
leadership plays in an organization's success or failure, as it shapes the company's

direction, employee morale, and stakeholder trust.
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https://www.theguardian.com/business/2011/sep/22/meg-whitman-hewlett-

packard-ceo

https:// www.washingtonpost.com/business/reactions-mixed-to-meg-whitman-

announcement-as-hewlett-packard-ceo-stock-

tumbles/2011/09/23/gIQABC45gK story.html

https://money.cnn.com/2011/09/22/technology/hp_ceo_fired/index.htm

https://fortune.com/2012/05/08/how-hewlett-packard-lost-its-way/

Starbucks

Starbucks has recently undergone a significant leadership transition, with Laxman
Narasimhan stepping down as CEO and Brian Niccol, former CEO of Chipotle, set
to take over on September 9, 2024. This change comes at a crucial time as
Starbucks faces challenges such as sluggish sales, increased competition, and
ongoing labor disputes. Narasimhan's tenure was marked by efforts to navigate the
company through the pandemic and enhance its digital offerings, but he struggled
to maintain momentum amid rising inflation and consumer price sensitivity. The
interim leadership of CFO Rachel Ruggeri aims to ensure continuity until Niccol
officially assumes his role. Niccol's experience in streamlining operations and
enhancing customer engagement at Chipotle is expected to bring fresh perspectives
to Starbucks, particularly in addressing operational inefficiencies, improving the
customer experience, and adapting to evolving market demands. This transition

highlights the importance of effective leadership in steering organizations through
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turbulent times and the need for strategic vision to foster growth and resilience in a

competitive landscape.

https://indianexpress.com/article/explained/explained-economics/starbucks-

leadership-change-india-9521891/

https://stories.starbucks.com/press/2022/starbucks-announces-leadership-

transition/

https://www.businessinsider.com/starbucks-new-ceo-schultz-influence-executive-

transition-2024-8

Leadership Transition Theories

Leadership transition theories explore the dynamics involved in the transfer of
leadership responsibilities from one individual to another within an organization.
These theories offer insights into the factors that influence the success or failure of

such transitions and provide guidance for effective leadership succession planning.

Here are some key leadership transition theories:

1. Bureaucratic Succession Theory

e Key Assumption: Organizations tend to follow established procedures and
hierarchies for leadership succession, emphasizing seniority and

qualifications.
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e Focus: This theory emphasizes the importance of formal processes, such as
job descriptions, performance evaluations, and succession planning, in

ensuring a smooth transition.

2. Charismatic Succession Theory

o Key Assumption: Charismatic leaders possess unique qualities that make
them irreplaceable.

e Focus: This theory suggests that organizations may struggle to find suitable
successors for charismatic leaders and may experience significant challenges

during the transition.

3. Strategic Contingency Theory

e Key Assumption: The effectiveness of a leadership transition depends on the
specific context and environmental factors facing the organization.

e Focus: This theory emphasizes the importance of aligning the leadership
transition with the organization's strategic goals and adapting to changing

circumstances.

4. Succession Planning Theory

e Key Assumption: Organizations can mitigate the risks associated with
leadership transitions by developing and implementing effective succession

plans.



e Focus: This theory emphasizes the importance of identifying potential
successors, providing them with development opportunities, and ensuring a

smooth transition of power.

5. Social Exchange Theory

e Key Assumption: Leadership transitions are influenced by social
relationships and networks within the organization.

e Focus: This theory suggests that the success of a leadership transition
depends on the quality of relationships between the incoming and outgoing
leaders, as well as their ability to build trust and support within the

organization.

6. Implicit Leadership Theory

o Key Assumption: Individuals have preconceived notions about what
constitutes effective leadership, which can influence their perceptions of
leadership transitions.

e Focus: This theory suggests that organizations may need to manage

expectations and address biases to ensure a successful transition.

These theories provide a framework for understanding the complexities of
leadership transitions and offer insights into how organizations can effectively

manage this critical process. By considering these theories, organizations can



develop strategies to ensure a smooth and successful transfer of leadership

responsibilities.

The aim of providing the theories is that in the end students should be able to

decide under which theory the case studies fit.

https://www.yourthoughtpartner.com/blog/leadership-transition
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