Losing the Plot
The CEO is critical to success, he is providing the drive, energy and  enthusiasm , leading his people with a well defined strategy and managing the resources of the business.

In a large organization he will have the support structure of the Board and its’ various sub committees. The overriding accountability to shareholders and pressure to maintain dividends and share price usually provides enough checks and balances to ensure the CEO is kept on task, and , in the event of underperformance can be ( brutally) removed.

Throw in Accountability to Stakeholders and the wider environment to this mix and you will appreciate the spotlight is continually on the CEO which ensures he has to be at the top of his game at all times.

But the landscape of the SME is different, there are other, quite different pressures.

The SME CEO does not have the luxury of large corporate departments and back up, at the extreme end he is jack of all trades, leading a small number of people. He may well even be the sole Shareholder and his main accountability for performance may just be to the Bank manager, throw in a personal guarantee or two to finance assets, then the pressures on CEO’s at this level are very different.

Now take this a bit further, the CEO may well have skills which influence who he employs, how he allocates resources and how strategy is developed, quite often leading from the front, and these same instincts and energy levels may be working well for some considerable time, with healthy profits being generated.

Indeed the CEO may already have his next move planned for growth, but what happens if the CEO does not perform as effectively as he once did?
There could be many reasons, burn out, illness, social issues, all of which are internal to the CEO and may be having a detrimental effect on the business through poor decision making.

There are two aspects here,

How does the CEO spot this himself?

How do his colleagues tell him ?

A lot depends on the CEO himself, if he has worked his way up through the ranks he will have had a fair share of assessments and feedback from his superiors as time has gone by ,he may even indulge himself with a 360 degree assessments , asking his subordinates, peers and bosses for constructive criticism.

He may well, have a mentor outside the business who appreciates the fine line between counseling and giving the CEO freedom to make his own choices. A non exec or independent Director should make it his business to spend time with the CEO and understand his character and point out inconsistent behavior.

Such time needs to be spent observing the CEO  under fire, not just at Board meetings when behaviours  may be constrained. Indicators that all is not well with the CEO may come from business performance measures, but quite often these can be rationalized as something else outside of the CEO’s behavior  and by the strength of his personality he may well get other people to believe him.  

Self appraisal ( or appraisal by someone the CEO respects) is the key, the ability to notice when your behavior becomes erratic is usually a sign of trouble and ‘knowing thyself’ is paramount

CEO’s at the SME level have to constantly call into question their own skill set and the constant demands on several of his attributes such as 

Leadership skills

Strategic thinking

People management

Performance measures

Stakeholder relationships

Underperformance in any of these areas soon become obvious, however, telling the CEO may not be so easy, the best way is to let the CEO know that his behavior is changing and becoming inconsistent by pointing out these changes and . to some extent, hope the CEO realizes this.

Good CEOs recognize their own shortcomings and put aside egos, acknowledging their own imperfections, Bad CEOs just go into plain denial, this will eventually manifest itself in bad performance of the Company.
A  sound Ethical approach to business ( and Life) would ensure that ego does not take the place of corporate good.
As in all aspects of personality there are equal and opposite sides of the same coin, the energetic exuberant CEO might verge into impetuosity, the strong willed CEO might just go stubborn, careful appreciation and understanding of how CEOs operate under stress and how they recognize this in themselves is important.

Typical negative behaviours under stressful conditions can manifest themselves in a number of ways

Feelings of Inadequacy

Too pragmatic an approach and dictatorial with it

Doing too much and pushing to hard

Avoiding conflict at any cost

Riding roughshod over resistance

Looking for arguments

Procrastination

Emotionally cold

Lacking boundaries

The CEO has to develop the habit of looking in the mirror and coming to terms with himself  and knowing his self image is a start to knowing when he is not functioning properly.  Learning to recognize depressive states or erratic behavior and adapting changes in behavior through Cognitive Behavioral Therapy is a useful tool for coping

Self  Talk and self coaching are powerful tools also for coping with the negative behaviors associated with stress, there are many techniques in this area, but basically they all distil down into knowing when to realize you are not performing at your peak. The effective CEO knows to acquire a mentor or coach to help him out, such mentors need to be skillfully adept at spotting inconsistent and erratic behavior before they manifest themselves negatively and have the diplomacy and skill to point this out before too much damage is caused .
In a micro business, it is essential that person remains independent and the advice is impartial, larger SME’s may have Non Execs who fulfil this role.
Either way the trick is to keep the CEO balanced and motivated and keep demonstrating those talents that got him in that position in the first place.

In the event that the CEO does no longer possess the skills required to drive the business forward, then the awful truth needs to be faced that replacement is inevitable, just hope that the CEO remains receptive enough to respond to criticism, in my experience the CEO will listen to reasoned and rational arguments (eventually)

There are a few dilemmas along this road, but by skilful intervention of a mentor/ non exec this particular process can be made less painful for all concerned. For what is worth I will pass on my personal experiences.

Picking the right moment to tell the CEO he is off message is crucial.

Quite often the CEO will bury his head in work and part of his current malaise might well be that everything is important and only he can sort it out, thus disguising the fact that  he is in fact the problem, having created issues in the first place that only he can solve.

This is borderline schizophrenic behavior and there  may  well  be noted mood swings from extreme hyperactivity through to depression.

The issue here is to get the CEO in a receptive frame of mind and when he is in one of his more rational moods or mid mood swing when he appears balanced.

The Important point here is that it is discussed in a calm and reasonable manner that his behavior is unacceptable and  get him to realize that he is the issue.

This is the first hurdle, in a micro company this may well come from his wife or Bank manager, in a larger firm the non execs  may have this role.

The second hurdle is to ensure that any agreed actions and changes to behavior are carried out, quite often the CEO will internally rationalize the discussions and put a slant on them that justifies his continuing behavior, this  post event rationalization is fairly typical, some would call it denial.

Extreme patience is called for and further time needs to be spent getting the CEO to justify his subsequent behavior or willingness to change.

If there is a Board in place then this should eventually become an Agenda item so that the CEO does not think that the Board are not serious, and he understands the depth of feeling.

All this takes time, patience and extreme diplomacy.

Once this hurdle is overcome then a more constructive phase in succession planning may take place and every encouragement should be given to ensure a smooth transition.

I have seen examples however where the Board have played a high risk game and have simply told the executive he is sacked and therefore willing to take on the inevitable fallout from this confrontation.

Either way, Board members should be mindful of their statutory duties; promoting the business and protecting  the assets of the Company is now enshrined in Company Law.

Any change to senior executives is high risk , it is important that correct advice is taken at all stages (including where necessary medical advice about the CEO’s Mental health) There may even be times when the Corporate Executive tasked with telling the CEO he is not up to the job has to get involved with the CEOs close family.In these instances extreme care needs to be taken.
The bottom line in all this is that removal of the CEO or altering the CEOs behavior is not easy and takes time. The interest of the Company have to come before the CEO however closely they are entwined

The skill of whoever is doing the removing is to know how to approach the subject and realize it will take some effort. This has to be balanced out with the benefits of removal and the subsequent resurgence in Corporate Performance.

Sometimes this is a high risk strategy, other times it is quite obvious, whatever route is chosen has to be carefully considered.
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