Replacing an Underperforming
Employee

How to Replace an Underperforming Employee
Replacing an underperforming employee is one
of the most challenging situations that executives
must confront.
It’s fairly straightforward to terminate someone
who is catastrophically failing, or someone who
violates an established policy. But it’s particularly
difficult to part ways with someone you really
like, such as a long-time executive who gradually
becomes less capable of delivering results, or a
hard working employee who never quite seems
to catch on, regardless of how you change their
responsibilities. And of course, the termination
decision becomes even more complex when the
underperforming employee has good relationships with the rest of the staff, the board, or other
external stakeholders.

complexity, and put off making a decision. This
usually makes the situation worse, putting a
strain on the rest of the organization to pick up
the slack.
In two decades of work in hundreds of executive
searches, we’ve found that the following six steps
make the termination process manageable.

Nothing makes it
easy to replace a
key executive, but
six steps make it
manageable.

Because so many factors must be considered,
many executives become paralyzed by the
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Step One: Due Diligence
The first step is a reality check. Ensure you have done the following:

• Are you sure this is a people problem and not
a situation problem?

• Have you been clear about your performance

expectations? Which specific business results
are not being achieved? Have you listened to
the employee’s perspective on the situation?

• As Alice Waagen points out, your reality check
should include two performance management questions: “Is this an isolated, single
incident, or part of a trend?” And “What is the
severity of the problem?”

• Have you put your expectations in writing,

and agreed upon a plan of action? Are your
expectations realistic? (For certain? Have
you benchmarked your expectations against
the market reality—is it fair and reasonable
to expect what you are expecting from this
individual?)

• If the employee is in a protected class, be sure
you discuss your plan with your HR team and
perhaps an employment attorney

• Plan ahead. Begin to introduce other points

of contact, so relationships can be preserved
after the person departs. Have you directly
observed the external relationships? Find a
reason to participate in the key meetings and
conference calls this person is involved with.
You may find that other people are equally
concerned about this person’s performance.

• To learn more about the latest research on
performance management here (or visit our
library of articles at this link).

• Do you have an appropriate timeline with

clear, unambiguous methods of measuring
improvement?

Before replacing an
employee, be sure
that what looks like
a “people problem”
is not really a
“situation problem”
that will also affect
your next hire.
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Step Two: Market Research
Once the due diligence process is underway, the
next step is to consider what you want to see in
the person’s replacement.
The best time to redesign a job is before you fill
it, so ask yourself:

• Could you save money with someone who
has less experience?

• Could you get more skills for the same salary
you pay the incumbent?

• Are you willing to pay more for more skills?
• What would success look like if somebody

new came in? What business results would
the new person achieve during the first 12 –
18 months? Can you afford to buy the level of
skills to get the outcomes you want?

This step involves researching and gathering
intelligence about what kinds of candidates are
in your current job market, and at what salary.
Paradoxically, the best way to get what you want
is to think about what other people want, namely,
why someone would find your job more attractive
than their current role?
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When designing the job, remember that hiring is
a tango dance competition, one where you are a
contestant, not the judge. You are always in competition with other employers.
Don’t assume you could find someone better
without verifying that assumption with real information. Your current person might be the best
person in the market who is willing to work for
the salary you are offering. Before taking any
employment action, be sure you will be able to
“trade up” to someone better.

Don’t assume you could
find someone better,
verify it.
Your current person
might be the best
person in the market
who is willing to work
for the salary you are
offering.
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Step Three: Planning for the
Transition
After you have completed your due diligence and
market research phase, and once you are clear
about what kind of person you want to hire, the
next question is how to manage the transition.
Your options are:

• Terminate the incumbent and then start the
search for their replacement. This will leave
you without someone in
the role for the duration of
the search process which
can easily be 6-12 weeks.

• Engage in a confidential

• For some support functions, such as account-

ing, HR, and IT, interim support options may
be available. Other operational functions like
marketing tend to not have readily available
interim support. Occasionally interim support
is available informally through people you
know, and often a vendor can step in for a
short time.

There are several
good options for
managing the
transition.

search while the incumbent is in the job. The risk
factors here would be the
difficulty of maintaining
confidentiality during the
interview process, and
the risks that one of the
candidates or their references might unwittingly reveal the search. It’s
important to keep in mind that your actions
will be observed by all your other employees.
If you routinely conduct confidential searches,
your employees may begin to wonder if you’re
secretly looking for their replacement as well,
this will not promote a trusting culture.

You’ll need to prioritize
how different aspects of
the work will be handled
during the transition,
and not assume that the
terminated employee will
happily return to their
desk to help with the transition (although that is a
common factor in many
severance agreements.)

•A

common hybrid solution is to do the
behind the scenes prep work for the search
before terminating the incumbent. (This work
includes: conducting the due diligence and
market research phases, designing the job,
and mapping out your recruiting strategy.)
That way you’re ready to begin the search the
minute you tell the person you’re replacing
them. This will increase your confidence and
shorten the transition period by a few weeks.
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Step Four: Plan for the
Termination
Once you’ve determined your transition options,
the next step is to plan the conversation with the
incumbent. The conversation is not simply the
words you will say, but also the timing, the setting, the privacy, security, and the transition plan.
These are all important considerations to make
ahead of time.

common to classify the decision as a resignation instead of a termination.

• Decide how you will handle an unemployment claim if one is filed, and discuss what
you will say to references if they call.

• Security: Another consideration might be

Ultimately, you can prepare for a variety of outcomes, but you can’t control the behavior of the
other party. The incumbent might be grateful
and relieved, or nervous and upset, or angry and
defensive. Because you can’t know in advance
how they will react, you need to be prepared for
every scenario.

alerting building security, having IT immediately available to cancel passwords, etc.
Depending on how the conversation goes,
there might a need to move quickly on these
items.

Make the following considerations ahead of time:

Planning the termination
conversation is more
than the words you will
say, but also the timing,
the setting, the privacy,
security, and transition
plan.

• Severance: Have a termination/severance
package prepared and ready to go. Employers
often exchange severance contingent upon a
set of behaviors, such as the employee supporting the transition or waiving the right to
sue. You may also want to consider offering
outplacement services. Again, it’s not about
the individual but the broader audience of all
your other employees, so they feel you have
acted in good faith.

• Prepare what you are going to say privately

in the termination conversation. The key is
being clear about your decision while demonstrating compassion and respect, allowing
the employee to retain their dignity. Often
this conversation is held in the presence of
a witness.

• Prepare your public message to staff, the
board and key external stakeholders: It may
be appropriate to collaborate with the incumbent regarding what will be said externally. It’s
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Step Five: Risk Management
If the incumbent handles sensitive informanot signal deliberate fraud, but just a desire to
tion (accounting and IT for example) or if you
hide incompetence. (It could be a classic example
have observed any inkling of defensiveness,
of Hanlon’s Razor: “Never attribute to malice that
or nervousness about
which is adequately
oversight, you might be
explained by stupidity.”)
When someone is not
well served to have an
When someone is not
outside auditor schedquite up to a job, there
quite up to a job, there
uled to immediately
is
a
tendency
to
take
is a tendency to take
review the work.
shortcuts and make
shortcuts and make
The reason an audit
strategic errors that
strategic
errors.
Don’t
can be prudent is not
cause real problems for
delay
discovery
of
the
because you distrust the
the next person in the
individual. (Admittedly if
job. You don’t want to
problem. Bring in an
someone is defensive
delay discovery of the
auditor.
or never takes a vacaproblem. Sometimes
tion it can be a sign of
this audit work can be
financial impropriety.) The reason for an audit
done by the interim executive, but occasionally it
is to quickly assess the situation, ensuring that
requires a third party.
proper controls are in place. Warning signs may
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Step Six: Communicate with the
Broader Audience
Throughout the termination process, your most
important audience is the people who are staying
with you. They need information and perspective.
(If office gossip irritates you, remember why it
exists in the first place. The office rumor mill fills
in the gaps for what you do not communicate.) So
it’s to your advantage to provide your audience
with the information and perspective they need,
so they don’t hear it from less reliable sources.
Obviously you must be discrete about what you
can say about the departing employee, while recognizing that there is an underlying uneasiness
that causes people to worry. When a termination
decision makes its way through the grapevine,
most employees have the same few questions:

• What does this mean for me?
• Can I get a promotion, or is my job getting
harder or easier because of this change?

• Are more terminations on the horizon? Is my
job safe, or am I next?

Take the time to
address people’s
real concerns, not
just what they ask.

Beyond your employees, be ready to discuss the
concerns external people will have. If the person
routinely interacts with the board, you may need
to alert the board in advance of taking action.
Whether it is a vendor or someone on the board,
their concerns will tend to be more personal in
nature.

• Who will be my new point of contact?
• Who

will follow-up on the matters I find
important?

• Will this departure slow progress on important initiatives?

At a minimum, you should have a communications strategy prepared, so you can respond
confidently and clearly as soon as the news
breaks. The best approach is to acknowledge the
concerns of others, keep the focus on the work,
and to move forward without dwelling on the
past.
For more information, read our interview with
strategic communications expert Carrie Fox
on communications strategies during tough
transitions.

Instead of talking about the person who left, take
the time to address people’s real concerns, not
just what they ask. Mostly people will want to be
assured about their own job security, so be prepared for their questions. (If in fact other people
are at risk of termination, be careful not to make
any promises you can’t keep.)
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Conclusion
The theme to all of these recommendations?
Planning.
Planning ahead allows you to confidently respond
to any scenario, and emerge from the experience
stronger and more trusted than ever.
You earn respect from everyone involved when
you decisively handle a sensitive termination with
humanity, dignity and discretion. Terminations

test your focus and professionalism, but you
cannot build high performing teams without the
ability to address performance issues.
Just remember, your stakeholders are not looking for friendship, they are looking for leadership.
They are not looking for gossip, they are looking
to see that you understand the situation, that you
have a plan to handle it, and that you recognize
the impact this decision will have on other people.

1-888-884-0573
info@staffingadvisors.com
staffingadvisors.com

| 08

