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Legal Caveat

EAB Global, Inc. ("EAB”) has made efforts to
verify the accuracy of the information it provides
to partners. This report relies on data obtained
from many sources, however, and EAB cannot
guarantee the accuracy of the information
provided or any analysis based thereon. In
addition, neither EAB nor any of its affiliates
(each, an “EAB Organization”) is in the business
of giving legal, accounting, or other professional
advice, and its reports should not be construed as
professional advice. In particular, partners should
not rely on any legal commentary in this report as
a basis for action, or assume that any tactics
described herein would be permitted by applicable
law or appropriate for a given partner’s situation.
Partners are advised to consult with appropriate
professionals concerning legal, tax, or accounting
issues, before implementing any of these tactics.
No EAB Organization or any of its respective
officers, directors, employees, or agents shall be
liable for any claims, liabilities, or expenses
relating to (a) any errors or omissions in this
report, whether caused by any EAB Organization,
or any of their respective employees or agents, or
sources or other third parties, (b) any
recommendation by any EAB Organization, or (c)
failure of partner and its employees and agents to
abide by the terms set forth herein.

EAB is a registered trademark of EAB Global, Inc.
in the United States and other countries. Partners
are not permitted to use these trademarks, or
any other trademark, product name, service
name, trade name, and logo of any EAB
Organization without prior written consent of EAB.
Other trademarks, product names, service
names, trade names, and logos used within these
pages are the property of their respective
holders. Use of other company trademarks,
product names, service names, trade names, and
logos or images of the same does not necessarily
constitute (a) an endorsement by such company
of an EAB Organization and its products and
services, or (b) an endorsement of the company
or its products or services by an EAB
Organization. No EAB Organization is affiliated
with any such company.

IMPORTANT: Please read the following.

EAB has prepared this report for the exclusive use
of its partners. Each partner acknowledges and
agrees that this report and the information
contained herein (collectively, the “Report”) are
confidential and proprietary to EAB. By accepting
delivery of this Report, each partner agrees to
abide by the terms as stated herein, including the
following:

1. Allright, title, and interest in and to this
Report is owned by an EAB Organization.
Except as stated herein, no right, license,
permission, or interest of any kind in this
Report is intended to be given, transferred to,
or acquired by a partner. Each partner is
authorized to use this Report only to the
extent expressly authorized herein.

2. Each partner shall not sell, license, republish,
distribute, or post online or otherwise this
Report, in part or in whole. Each partner shall
not disseminate or permit the use of, and shall
take reasonable precautions to prevent such
dissemination or use of, this Report by (a) any
of its employees and agents (except as stated
below), or (b) any third party.

3. Each partner may make this Report available
solely to those of its employees and agents
who (a) are registered for the workshop or
program of which this Report is a part, (b)
require access to this Report in order to learn
from the information described herein, and (c)
agree not to disclose this Report to other
employees or agents or any third party. Each
partner shall use, and shall ensure that its
employees and agents use, this Report for its
internal use only. Each partner may make a
limited number of copies, solely as adequate
for use by its employees and agents in
accordance with the terms herein.

4. Each partner shall not remove from this
Report any confidential markings, copyright
notices, and/or other similar indicia herein.

5. Each partner is responsible for any breach of
its obligations as stated herein by any of its
employees or agents.

6. If a partner is unwilling to abide by any of the
foregoing obligations, then such partner shall
promptly return this Report and all copies
thereof to EAB.



Foreword

@ How HR Determines Competitive Speed

Al is proving itself to be more than a new technology. It is accelerating the pace of change and
testing an organization’s capacity to adapt, evolve, and transform.

Legacy systems were not built with the capacity to absorb change at the pace today’s environment
demands, causing slow adaptation as roles, workflows, and expectations evolve. As routine work is
automated and roles are reconfigured, organizations are losing traditional pathways for skKill

development, experience building, and leadership growth. That’'s why Al adoption is widespread but

its impact is uneven.

The organizations that succeed in today’s business environment will be those that can build the

Steve Pemberton
Head of SeramountHR

The Adaptable Workforce Agenda

<> Al and the New
<><> Workforce Transition
As pressure for Al
experimentation results
increases, HR will either serve
as an accelerant or a
bottleneck on change. Our
analysis defines HR’s role in
setting the pace of
corporate strategy in
response to Al.

Methodology

Toward a New Skills

Q‘,}. ,C,’D Paradigm

As roles shift and the demand for
new capabilities grows, legacy
systems reduce employees’
ability to create the most value.
Our examination into
workforce fluidity identifies
actionable steps to enable
talent mobility as work
evolves in the Al era.

capacity to adapt to continuous disruption. As a foundation of SeramountHR’s mission to support
CHROs on the path from institutional priorities into measurable progress, this new series of
research installments addresses the challenges of transition and transformation capacity.

From Career Pyramid
to Diamond

0

As career pathways shift and
development models fall short,
organizations face growing strain
on managers’ capability to
translate strategy into action.
Our research pinpoints the
leadership systems
organizations must build for
stronger strategic execution.

In addition to extensive secondary research spanning academic journals, labor market analyses,
and industry publications, SeramountHR interviewed chief human resource officers, talent leaders,
and executives managing large-scale workforce and operational changes. Taken together, this
research provides evidence-based guidance for workforce transformation in the Al era.
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Leadership Systems Are Becoming a Competitive Liability

In the current business environment, disruption and transformation are baseline
expectations. Ninety three percent of senior executives say they must reinvent their business
model or operating approach every five years—and 65 percent say that window is two years or less.
However, technology adoption alone cannot lead the change. To bring organizations through
transformation, new technological capabilities must be met with real operating change.

One true key to achieving that goal is manager readiness and capacity.

Transformation Failure or Success Depends on Managers

In nearly every organization, managers absorb change first: turning broad executive priorities into
team-level actions, new processes, and on-track adoption.

However, the current pace and frequency of organizational change fundamentally shift what
organizations require of their managers. It's no longer enough to translate strategy into execution
once; managers must now do so continuously, under conditions of constant change.

ey
:\ ! I: @ [
,@\ “Strategy Execution” |-£>r]

C-Suite Rolls Out

Goal
New Strategy oa

Achieved

At a moment when businesses need these capabilities most, early warning signs suggest today’s
managers are simply not prepared for the level of change demand on the horizon, creating a
bottleneck in the gap between new strategy and achieving enterprise-level goals. Taken together,
the disconnect between demand for change and managers’ ability to execute it points to a deeper
problem: Leadership development systems are not equipped to identify, prepare, and
sustain leaders who can drive transformation.

)\ 4 \ 4 \ £
of employees say of managers are of workers say
0 their manager lacks 0 disengaged, up 0 they are not
40 /0 the skills needed to 73 /0 from 70% the 42 /0 interested in
lead effectively prior year moving up
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Al Disruption on Traditional Career Systems

To understand how we got to this point, we must revisit our understanding of the traditional
pathways to manager roles. Typical career progression systems assumed a broad base of
entry-level roles would steadily produce tomorrow’s leaders.

A narrow pool of exceptional talent typically fed
through steady internal progression from the
levels below

SO

Executive

A fairly linear climb, with employees moving
up over time through a combination of
reliable performance, training, and loyalty

0

Mid-Level
<ﬁ
N\ . Abundant, accessible starter jobs
Entry-Level that require little experience and

assumed training and socialization
from employers

Initial AI adoption has already begun to disrupt the developmental architecture that

organizations have historically relied on to produce managers and their strategic
execution abilities.

Al capabilities are reshaping workflows and role architecture unevenly. Early-career roles are
being hit the hardest as they usually contain routine, low-complexity work where employees
learn and develop. Additionally, AI augmentation has passed on traditional

technical expertise work to senior employees, further shrinking entry points into leadership
positions and reducing access to the essential development experiences managers need to
effectively learn to serve as the arbiters of change.

©2026 by EAB. All Rights Reserved. seramount.com 5



From Pyramid to Diamond

» Development
happens later and
more unevenly

Senior roles depend increasingly on
lateral or external hires rather than
internal progression

* Managers are
promoted with less
preparation

» Capacity erodes as
expectations rise
faster than support

Mid-Level

Entry-Level

Broad pool of unskilled generalists Technical specialists are squeezed out as
disappear first as routine, low-complexity Al tools replicate or outcompete narrow
work is automated or outsourced expertise once seen as entry pathways

+ Fewer entry points changes how talent accumulates inside
the organization

» Applications for fewer open positions overwhelm HR systems
« Hiring managers seek out already-skilled candidates




Underdeveloped Managers Threaten Business Outcomes

The shift toward a career diamond is putting the leadership bench under significant strain, impacting
long-held assumptions about succession readiness, attrition cost, and execution speed, all of which
affect the bottom line.

. °/V||| || Estimated Employer Cost

Strategy Takes Longer To Deliver of Poor Leaders
35(y of executives cite disconnected planning

o and execution as the biggest obstacle to IZO()/

change 0
of variance in employee engagement

500/ of projects meet the modern definition is attributed to managers

O  of success

50%

00O
. . o of employees quit due to
Succession Plans Are Nonexistent L%‘n‘ﬁ-l o badpma?/nage?

20% ?;eﬁ'sbigogﬁsiiozn(?zli expressed confidence in $ 1 26,000
Annual cost of one poor leader due

49 0/ of senior leadership positions could be filled to low productivity, turnover, and
0] by an internal candidate immediately staff dissension

In our research, SeramountHR has identified three critical failure points in the leadership
pipeline. To meet the demands of the Al era, organizations need leadership systems that reliably
produce, prepare, and support leaders to drive continuous transformation. Without shifting these
three areas, they will struggle to execute at the speed required to stay competitive.

Identification

Research suggests organizations select the right person for management roles only
18 percent of the time, indicating that common talent practices often confuse strong
individual performance with real leadership readiness.

Development

Seventy five percent of organizations rate their own leadership development
programs as not very effective, illustrating the need for a new approach to manager
development.

Execution

Surveys have shown that managers are responsible for 51 percent more
responsibilities than they can manage, demonstrating that managerial job structures
overburden people leaders and underuse talent that could strengthen execution.
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Identification

The Qualities that Make A Good Leader Are Changing Fast

]



Desired Leadership Qualities Are Shifting Towards Impact

One urgent challenge in reshaping the capacity to create and manage change is recalibrating the
organizations’ definition of leadership to more reliably identify leaders who navigate volatility,
ambiguity, and continuous reinvention.

While skills such as emotional intelligence and conflict management skills are still important,
priorities around leadership qualities have already begun to shift toward more transformation-
oriented capabilities such as change management and innovation. This suggests that leadership
potential is no longer solely defined by who can steady teams through disruption but by who can help
the organization adapt and move through it.

Leadership Capabilities That Are More Important than the Year Before
Percent of Respondents Saying Capability is “Important and More Important”

2024 vs. 2023 2025 vs. 2024

Connecting Staff to
Org Purpose

Emotional Intelligence

Emotional Intelligence Managing Polarization

Managing Conflict Interpreting Complex Info
Handling Staff Burnout Leading Change

Increasing Al
Knowledge

Managing Polarization

Directing Dynamic Si ion
ecting Dynamic Situations Fostering Innovation

Managing Gig Employees
Collaborating Effectively
Appropriate Risk-Taking
Building Agility, Resilience
Embracing Uncertainty
Promoting D&I
Engaging Employees

Strategic Thinking
Tech Savviness

Ideally, future leadership candidates who possess these qualities are among the organization’s top
performers. However, we have yet to see performance review systems result in better identification.
One reason is that reviews are often backward-looking, rewarding expertise and results in a current
role rather than showing whether someone is ready for broader leadership responsibility. Second, the
performance review process is often undermined by ratings inflation and the perception that reviews
are subjective or popularity-driven.

Given these flaws, it's no surprise that 90 percent of HR leaders don’t believe
that reviews yield the information they need.
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Typical Signals of Potential Are Inconsistent and Biased

In the absence of reliable signals from performance reviews, decision-makers fall back on
familiar archetypes that distort who is best prepared to lead.

The MBA

The Talker

Old Faithful

The Expert

©2026 by EAB. All Rights Reserved. seramount.com

Feels familiar and low-risk because they resemble leaders
who have already succeeded in the organization

Downside: Creates distrust in the selection process and
reproduces the existing leadership profile rather than
surfacing the leader best suited for future conditions

Highly credentialed, performance in academic settings
signals ambition and raw intellectual ability

Downside: Academic strength and credentials do not
necessarily translate into leadership effectiveness. These
signals are also inherently less inclusive due to historically
limited access to higher education opportunities

Visibly vocal in group settings and natural leadership
presence

Downside: Rewards volume over judgment, elevating the
most consistent or noticeable voice rather than the most
capable leader

Long-tenured employee who feels safe and dependable
because of their loyalty and institutional knowledge

Downside: Reinforces the status quo and can crowd out
talent that is better equipped to lead in a changing
environment

Technical mastery creates confidence and credibility, so
expertise is easily mistaken for readiness to lead

Downside: Deep expertise may make someone a strong
teacher or operator but not necessarily an effective people
leader
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Creating and Evaluating a Custom Definition of Potential

To reduce inconsistency in how future leaders are identified, decision-makers need a more objective
definition of leadership potential and a more practical approach to identifying future leaders beyond

performance alone.

For most organizations, performance will remain the starting point in leadership decisions, but it can
no longer be the primary lens. In interviews with leading organizations across the country, we have
identified three initial steps CHROs can take to move toward a more unified and testable definition.

Small Group Session

Define Characteristics

Distribute

®O0Q

Gather senior leaders well known for developing strong leadership pipelines

Leaders pick general signs of potential, unique traits for specific talent types

Integrate new standards into the performance management process to help identify talent

Once defined, CHROs should broaden the assessment itself by adding business and people impact to
the equation. One tactic we identified from Verra Mobility is to adapt the traditional nine-box to
evaluate employees through more forward-looking dimensions.

Potential
Reliable Enterprise Enterprise
Expert Anchor Game
Changer
0
© Niche Proficient Emerging
g- Contributor Professional Leader
=]
Question Unrealized Untapped
Fit Contributor Talent |
|
Performance
Measures delivery against current role
expectations, e.g., consistency of
results, ability to execute, and
effectiveness

(o]
<

]
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VERRA
MOBILITY"

Potential

Shift the definition of potential to
new priorities, defined as the
capacity to grow into broader
leadership roles through learning
agility, aspiration, resilience, and
readiness for greater complexity.

Impact

Captures contribution beyond
individual role, defined as the
ability to contribute through an
enterprise mindset, innovation,
and by elevating the performance
of others.



Development

Legacy Development Structures Are Holding Back Ready Leaders



Topic-Based Development Programs Miss the Mark

Even when organizations identify the right leaders, they often fail to develop them in ways that
create real readiness.

While formal development programs can be polished and well attended, the most effective
development experiences occur through challenging assignments and collaborative relationships.
Under episodic and programmatic models, developing leaders don’t get the opportunities they need
to exercise judgment, navigate ambiguity, and lead in real operating condition.

R
ettt - Experiences {;EQ)

P,

* Learning through challenging job assignments

« Reinforced through practice and feedback in role

* Relationships ﬁ@ﬁ

» Feedback from managers and peers shapes growth

Centerfor'e”

Creative
Leadership

« Courses introduce core concept, frameworks

« Content delivered through trainings, workshops

Even when programs are highly experiential, the most meaningful opportunities are
still often reserved for a relatively small group of high-potential employees. By
limiting the scope of who has access to these programs, companies leave large
portions of their current and future manager population underprepared—
particularly new managers.

Widespread Investment....

0 of organizations offer
7 1 /0 leadership development $60B Spent globally each year

....But Many Managers Underserved

0 of new managers receive no 0 of first-time managers
85 /0 formal training at transition 60 /0 receive no leadership training
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Embedding Assessment into Leadership Experiences

In our research, we identified several tactics that help CHROs and their teams generate stronger
evidence of readiness and broaden opportunities that are better aligned with today’s demands.
Combined, the following tactics give more employees the chance to demonstrate leadership in real
operating conditions, while also helping elevate managers whose potential might otherwise remain
hidden or underdeveloped.

Converting Potential into Observed Evidence

Ohio Health uses development as a structured way to test unknown capabilities in real work in a
low-risk environment, especially earlier in an employee’s career when formal leadership signals may
still be limited. The process is relatively simple: A supervisor senses potential in a direct report but
has no evidence to support it. Rather than guessing, they create the conditions to test it.

Their organizational development team matches the employee to a high-profile task force in which
they lead their peers and more senior managers through a real business challenge. Feedback is
collected from multiple directions: the direct supervisor, task force members, and senior leaders.
That input goes into the talent review, and employees who demonstrate the target capabilities are
added to succession slates.

=lldn

%‘[E%E OhioHealth
e Supervisor senses direct Organizational High-performing employee
;3 report may have Development team assigned to lead high-
£ § potential but has no ) matches employee to » profile task force,
s evidence to support experience to test leading peers and more
~ opinion unknown capabilities senior managers
gwa Supervisor discusses Employees
§ S HR collects task force individual’s demonstrating desired
& § evaluations and shares P  accomplishments in talent p skills added to talent
= IS with direct supervisor review, suggests future slates for appropriate
O career paths positions

Multiple points of Evaluated on task Particular attention
view, including ¢ force management ¢ paid to original areas
direct supervisor, and deliverables as of unknown potential

task force members, well as leadership
and other leaders competencies
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Targeting and Demonstrating Managerial Excellence

A complementary tactic from Access Corporation is to intentionally mix high-potential leaders with
managers flagged as below average. The participant mix is what makes this approach distinctive:
Stronger participants act as informal pacesetters, creating opportunities for peer learning, surfacing
overlooked potential, elevating performance, and validating who is ready to progress over time.
Utilizing this strategy, they’ve found that 90 percent of below average managers improve

performance after participating.

Access

v

+ Content covers financial 4 Programs Serve Hi-Pos
basics, communication,

Manager Certification

* 9-month program with
weekly 90-minute sessions

« Homework between sessions

and “Underperformers”

feedback, and more Flagged in Engagement
Survey

» Supervisors sign off on
participation, clearing way
for time commitment

« 2-3 cohorts per year

@) Pacesetters

LEAD Program

+ 6-month program

» Intended for Directors, VPs,
and SVPs

« Content focuses on executive
presence and strategy

« Sessions reinforce
communication and
leaderships skills

* One cohort per year

High-potential employees act as informal “pacesetters” for managers that score below
average on engagement scores, motivating improved performance

Among the participants that don‘t demonstrate improved performance, programs

A
/‘\/ Natural Turnover
&y

serve as a reflection point on culture fit

Iﬁﬂ Validated Results
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= The HR team tracks performance of participants after the program, showing
@ graduates are among the strongest leaders at the company



Execution

Overload Is Impeding the Capacity That Drives Transformation



Manager Capacity Is Overloaded

More accurate identification and stronger development are necessary, but they can only go so far if
execution still depends on overextended managers.

As spans of control and day-to-day responsibilities continue to expand, the manager role is becoming
too crowded to support the level of change leadership now expected from it. Pulled in multiple
directions, often with competing priorities, managers simply don’t have the bandwidth to lead and
grow.

(?T‘%\ of managers’ time spent on
0 - .
I / 40 /0 administrative tasks and
Al

\ . -
Productivity Talent handling daily issues
Initiatives Enablement Engagement

illf of a manager’s time is spent on
15 /O strategic planning—just 13
percent on staff development

/ l \ Increase in the average number

2 8X of direct reports a manager has

High-Impact Training and Performance from six years ago
Work Habits Upskilling Management

As a result, organizations are trying to execute transformation through managers who are
expected to build new capabilities but who often lack the time and capacity to fulfill their
responsibilities well. Yet, most of the interventions HR leaders have offered managers only
address the symptoms of this problem, not the root causes.

Yet the systems remain unchanged as only 16 percent of organizations have
refined managers roles to address overload

However, despite overwhelmed people leaders, many organizations still treat people management as
the default path for advancement. Upward mobility is tied too tightly to people leadership, pushing
talented employees toward roles that may not fit their strengths or appropriately reflect long-term
value to the business.

In practice, this leaves organizations overdependent on formal manager roles as the primary vehicle
for advancement while underusing high-potential employees whose greatest contribution may lie in
craft excellence, specialized expertise, or enterprise impact outside the traditional manager track.

©2026 by EAB. All Rights Reserved. seramount.com 18



Balancing the Manager Capacity Equation

To comprehensively balance these obstacles, organizations must expand capacity to execute by
reducing the burden on managers and creating meaningful growth paths for high-potential
employees whose greatest value lies outside formal people leadership.

There is no single fix for unlocking capacity but rather a spectrum of intervention from active
oversight to full role redesign.

Reducing the Burden on People Leaders

Capacity Initiative “Stop Expectations

Active Caps
Oversight

Role
Redesign

Triggers”

= s
= A

* Teams agree on limit * Time and resource + Companies
of time allocated to thresholds that redesign roles and
functional tasks help determine responsibilities,

. Identify latent whether to stop or adapting JDs and
capacity or cases adapt strategic culture codes to
of overload initiatives align with high-

performance goals

The most accessible starting point is capacity caps. Many managers remain overloaded because
there is no systematic way to see where their time is going or which tasks consume disproportionate
effort relative to value. Capacity caps assign point values to different types of work based on average
completion time, giving teams a simple way to track workload, identify overextension, and remove
tasks that crowd out leadership work.

A second, slightly more involved intervention is project stop triggers. Many initiatives begin
without a clear mechanism for deciding when they should be reevaluated, allowing low-value work to
consume manager attention long after its usefulness has faded. Stop triggers establish those decision
points up front based on timing, budget, milestones, or target achievement to end work that no
longer creates enough value.

For some organizations, however, monitoring and prioritization do not address the underlying
constraint. At that point, role redesign and expectations resets become necessary as they can
serve as a more fundamental reset of who occupies the role and what outcomes management is
expected to produce.
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Redesign Career Paths to Prevent Overload

Maximizing capacity requires a structural fix, not a symbolic one. That is why parallel paths to
growth are essential. By opening the aperture on growth, employees have a real choice: a
skills track that rewards depth, expertise, and business contribution or a supervisory track
that rewards people leadership.

Unlocking Nonmanagerial Expertise

Stronger execution comes from creating advancement models that align growth to employees who
can contribute most effectively. That principle begins with a simple but often overlooked question:
Does the employee want a leadership role?

Expanding non-manager pathways is a redesign effort that depends on governance, analysis, and
business buy-in, making the process a significant undertaking. Both paths need to carry meaningful
advancement, compensation growth, and recognition if organizations want them to function as
credible alternatives rather than secondary options.

Shopify takes this approach a step further, embedding this logic directly into the promotion model.
Its “"Mastery” approach creates a third path to nonmanagerial leadership rooted in demonstrated
expertise and business impact. This program creates credible paths for talented employees to grow
and increase their impact without being forced into people leadership, producing exceptional
individual contributors and freeing up people managers to truly lead.

) shopify

“~Mastery”

Deeper understanding and
application of skills that
contribute to business-critical
goals

Craft Excellence
Employees who increase their

A measure of the skills employees « ~Mastery score receive a

SLEES EIl e g promotion, which comes with
-+ a pay raise

Net Impact

A measure of hovy s_kiIIs are applied to Shopify anticipates this will
the company’s mission be the most “common and
celebrated” form of
promotion going forward

~Mastery Score
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