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Introduction 
Leadership has become the primary source of competitive advantage in today's economy. However, the track record of 
many organizations isn't good in terms of their ability to build the leadership capacity they need. Building leadership 
capacity has become one of the most challenging business issues today - one that can threaten long-term organizational 
survival. 
 
Leadership capacity means the extent to which organizations can optimize their current and future leadership to drive 
business results and successfully meet the challenges and opportunities of an ever-changing business environment. The 
"leadership gap" refers to the "shortfall" between the required leadership capacity and the current and forecast 
leadership capacity. 
 
Many organizations are struggling to bridge this gap. In the United States, the Conference Board found that senior 
leaders believe their organizations have a serious leadership gap. In 1997 only about half of the respondents to a 
Conference Board survey rated their company's leadership strength as either excellent or good. Just four years later, 
only about one-third rated it as excellent or good. The trend line is negative, which should be alarming to executive 
leadership. 
 
That's consistent with similar studies in other countries. For example, research conducted by the Conference Board of 
Canada shows that 70% of Canadian CEOs have identified leadership as their top business concern. Many of these 
business leaders believe their organizations don't have the leadership capacity to succeed in a highly unpredictable 
business environment. 
 
Executives need to rally around the leadership gap issue and not allow it to jeopardize their business success. Some 
executives may believe this is the soft side of management. We suggest that, quite the contrary, the leadership 
challenge is mission-critical and should be one of the top priorities of executives now and in the future. 

The Four Aspects of the Leadership Gap 
The leadership gap is best thought of as a series of four interrelated factors:  

 TALENT. Because of demographic changes, the pool of younger leaders with the talent to assume senior roles in 
organizations has been shrinking - creating a talent gap for organizations. Furthermore, the exodus of 
leadership talent coupled with organizational restructuring has resulted in lean hierarchies and organizational 
structures. This development has left many organizations without the pool of leaders they once had - people 
who would be ready to move into senior leadership roles. In addition, without the hierarchical layers, leaders 
don't have the career opportunities that they may have had in the past to develop their skills, capabilities and 
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maturity. 

 CAPABILITY. Research studies have found that up to 70% of CEOs see their own organizations' leaders as being 
fair or weak in their ability to build teams, gain employee commitment and make employees feel valued. These 
have been identified as the capabilities that will be especially important in years to come. Other research 
indicates a strong link between leadership, employee engagement and corporate performance. Clearly, 
organizations must make it a priority to ensure that leadership development programs help leaders develop the 
capability to inspire, align and engage employees. 

 DEVELOPMENT. Leadership development practices are often fragmented and lacking an overall strategy that's 
embedded successfully within the organization. Also, HR leaders often don't know how to influence CEOs and 
boards to assume responsibility and accountability for bridging the leadership gap. Senior leaders have begun 
to recognize that current approaches to leadership development aren't effective in developing the leaders they 
need. A survey of CEOs and HR executives of 240 major, U.S.-based, multinational companies found that over 
two-thirds of respondents believed their leadership development programs were ineffective. 
 
The focus of these programs is often on how to emulate charismatic CEOs and top leaders who have achieved 
extraordinary results. That focus has led to an overemphasis on solely understanding leadership as it exists at 
the top of the organization, at the expense of building leadership capacity at all levels. Organizations also have 
a tendency to adopt leadership models and development strategies that are generic, outdated and 
overemphasize personal attributes. Many of these models provide valuable insights but are too theoretical and 
often seem disconnected from the day-to-day realities of the job and the problems that leaders face. They often 
focus too much on generic leadership attributes at the expense of tangible business results.  
 
Finally, there's an over-reliance on classroom training, even though this approach to leadership development 
has questionable utility. Instead, senior leaders view experience as the best teacher. In years to come, 
organizations will need to reinvent the classroom component of leadership development. It will need to be more 
relevant for time-strapped and pressured business leaders and be delivered in a way that grabs the attention of 
participants and motivates them to learn. 

 VALUES. Differing workplace values are held between current executive leadership and the younger middle 
managers. In one major utility, for example, when the company decided to develop core values, the senior 
executives had very traditional values such as individualistic leadership, being competitive, driving for the top, 
and believing in every person for himself. Middle managers, on the other hand, valued collaboration, 
stakeholder management, use of influence, and building leadership throughout the ranks. Perhaps they 
espoused those values because they didn't have autonomy in their roles and needed to operate that way to be 
successful. Interestingly, when the company investigated further, it found that front-line supervisors had values 
more similar to the executive values. The supervisors were oriented towards their own career development, 
training and individualistic goals. 
 
The difference in work-related values also affects the ability of organizations to build future leadership capacity. 
At the heart of the issue is the value of work/life balance shared by younger leaders. Many are choosing not to 
pursue more senior leadership roles in their organizations because they see the extra demands and pressures 
that come with those posts as being in direct conflict with their desire to live balanced lives. 
 
A focus on leadership capacity has to become part of the business culture and needs to be reinforced strongly 
by executives. Organizations that have well-developed leadership capacity have a distinct advantage over the 
competition. Organizations with poor leadership capacity are vulnerable and at risk. 

Holistic and Functional Leadership 
For a great many years the focus has been on functional leadership and the functional/technical expertise of leaders. 
Organizations have traditionally been structured around core disciplines of business, such as sales, marketing, research 
and development, production, information technology, human resources, finance, etc. Functional leaders view those 
disciplines as separate from one another. 
 
The emphasis on discrete and separate disciplines is fairly ingrained in most leaders. This gives rise to the entrenched 
"silo" mentality that lives in many organizations today. Functional leadership becomes dysfunctional leadership. A 
process that's useful to segment and micro-manage parts of an organization begins to impede the leadership capacity to 
rise above the situation and see the entire organization. 
 
The fragmented and micro way of thinking about leadership is at the heart of the leadership capacity gap facing 
organizations. Some of the problems with this approach are:  

 It can create an intellectual and structural rigidity. Leaders are unable to think outside their own areas of 



expertise to tackle complex business problems. 

 It has over-emphasized rigorous analysis in solving problems. This process tends to break problems into smaller
parts and attempts to resolve the parts of each problem. This can be useful for problems that have manageable 
variables to consider but is less effective for more holistic challenges. 

 It has emphasized the vertical view of organizations in which top-down authority and decision-making rule the 
day. In the past, leaders were largely promoted for their technical expertise, so those with the most expertise 
rose to the highest levels in the organizational structure. Top-down decision-making became prevalent because 
the leaders with the most expertise occupied the top positions of the organization. 
 
The new requirement for leadership capacity emphasizes the need to understand the big picture as well as its 
component parts. One needs to see the environment and the forest and at the same time fully appreciate the 
trees and their bark. Holistic leadership refers to the whole and complete way of thinking about organization 
and leadership. It's the leadership ability to see the forest and the trees. Holistic leadership isn't an either/or 
approach with respect to functional leadership - holistic vs. functional leadership. By its very nature it 
emphasizes an and/also approach that validates functional leadership in a broader context. 
 
Here are some characteristics of holistic leadership: 

 It strives for balance. Often when organizations are in trouble they don't balance the multiple business ideas. 
They latch onto a new idea or fad and abandon everything else. Sometimes the new approaches are too 
extreme and result in failure. 

 It recognizes that the world is in constant flux. To be effective, holistic leaders must have a flexible attitude 
towards their business environment. Leaders must be externally focused on their environments and their 
customers, and must design their organizations to be flexible and responsive to change. 

 It balances the vertical view with the horizontal view. At the heart of the horizontal view is the ability to see an 
organization as an interconnected system - decision-making and information must flow up and down and across 
organizational boundaries. The ability to influence stakeholders across the enterprise is crucial to success. 

 It brings things together by examining how problems and their variables are interdependent and 
interconnected. Holistic leadership strives for synthesis, the essence of which is the ability to identify patterns 
and themes taking place in the business environment and in organizations, and see the big picture. Synthesis 
relies on intuition and creativity leading to a more integrated perspective of organizations. 

The Framework for Holistic Leadership 
Holistic leadership involves six integrated elements:  

1. Customer leadership is at the center of holistic leadership. Creating a customer-focused organization is crucial 
to its success. All the other elements contribute to successful customer outcomes. Customer leadership means 
that all leaders align around the common understanding of how to deliver value to the external customer. If this 
alignment is lacking, even if leaders perform their role exceptionally well, ultimately they'll be a detriment to 
the overall success of the organization. Executives must model the way to build a customer leadership culture 
and to create a customer-focused organization. 

2. Business strategy should permeate everything in the environment and the organization. That means the 
common approach to business strategy needs to evolve. Many organizations base their strategic plans on an 
analysis of the environment, and the result is a long list of strategies and tactics to respond to the challenges. 
This "shotgun" approach assumes that if enough strategies are sprayed into the marketplace, one of them is 
likely to hit a target. Instead, a laser-beam approach is needed, focusing on achieving a sustainable advantage 
against the competition or neutralizing a competitor's advantage. The laser-beam approach guides leaders at all 
levels to focus on what's important, continually making choices to align their direction to the intended strategic 
outcomes, and to achieve results with minimal waste and distraction. 

3. Culture and values must guide all leadership and employee behaviors. Holistic leaders need to know how to lead
cultural change. They must integrate values into the organization. And they must drive employee engagement 
with the culture and values, so employees have a personal investment in them. 

4. Organizational leadership must be aligned and focused on delivering customer value and achieving the business 
strategy. This can be the most difficult of the six elements to deliver because the functional mindset is so 
prevalent today. Instead, holistic leaders must be able to lead their department functions and also lead across 



functional boundaries, effectively leading the organization as a whole. 

5. Team leadership is essential, building motivated and productive work units and providing effective coaching and 
mentoring for its members. Leaders must be able to leverage the potential of the individual team members to 
create something greater than the sum of the parts. 

6. Personal leadership focuses on who the leader is and wants to be. It challenges leaders to be self-reflective and 
more deliberate about how they practice leadership at a personal level. 

Conclusion 
Addressing the leadership gap means committing to the holistic leadership approach. Organizations must focus on 
helping their leaders develop each of the six elements of the framework because they're inextricably linked and 
represent the leadership capacity required in the future. 
 
- End - 
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