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INTRODUCTION

Having a steady supply of leaders with the right skills in the right jobs is critical to the
success of an organization. Facing the possibility that a number of long-tenured lead-
ers across all levels would soon retire, Southern Company enhanced its succession
planning and leadership development processes to ensure a full leadership pipeline to
sustain business success. This chapter details these processes.

BACKGROUND

Southern Company is an electric utility serving 4.4 million customers in the southeast-
ern United States. A leading U.S. producer of electricity, Southern Company owns electric
utilities in four states and a growing competitive generation company, as well as fiber
optics and wireless communications. Southern Company brands are known for excel-
lent customer service, high reliability, and retail electric prices that are significantly
below the national average. Southern Company has been listed as the top ranking U.S.
electric service pravider in customer satisfaction for nine consecutive years by the
American Customer Satisfaction Index (ACSI). Southern Company employs approxi-
mately 26,000 people.

In 2003, America’s aging workforce began to receive a lot of attention and was
viewed as a potential business challenge for Southern Company. A “grow your own”
company, Southern Company historically hired at the entry level and relied on internal
promotions rather than external hiring to fill leadership positions. In the late 1970s and
1980s, the company hired a large number of people. A low turnover rate resulted in the
leadership group being very stable and growing progressively older. In 2003, the aver-
age age of executives was fifty-two. The average ages of middle managers and first-
line managers were forty-nine and forty-seven, respectively. This age bubble posed a
potential succession risk. Southern Company has developed a cadre of leaders who
possessed deep business knowledge and fit the organization and culture. Projections
showed that, as executives began to retire in greater numbers, their successors would
leave soon after. The need to develop a new generation of leaders became the driver
for re-looking at the succession and leadership development efforts to ensure a sus-
tainable supply of quality leaders to meef business needs.

In early 2004, Southern Company’s CEO initiated an in-depth review of succes-
sion planning and leadership development. The goal of the study was to review current
practices and determine the steps necessary to advance leadership development to the
next level and ensure an adequate supply of leadership talent over the next ten years.
The study began by interviewing a cross-section of executives and managers to gain




