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What Private Equity Keeps Getting Wrong
About Talent

Are you happy with your executive failure rate? Not the industry's rate. Yours. Three
places where the standard playbook misreads the problem, and what the fix looks like.
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THE ARGUMENT IN ONE PARAGRAPH

Your executive failure rate is not bad luck and it is not a talent shortage. It is the predictable output of a toolkit
that cannot tell a people problem from a system problem, and that has not noticed both questions changed
underneath it. Funds diligence financials to the second decimal, then assess the team that has to deliver the
thesis over a few partner dinners, and reach for one of two blunt moves when the numbers wobble. Three
misreads follow from that, and each one has a specific instrument behind the correction.

Misread one: you cannot tell a people problem from a system problem

MECHANISM  The CROSs replaced in year one who didn't fix revenue. The reorgs that moved boxes
wavjtt)adn:faerrde:todvlz;;eeast and not numbers. The CEO who was "not the scaling profile" until his successor hit the
same wall, at which point the problem turned out to live somewhere other than the
corner office. If you are happy with that rate, stop reading. This paper has nothing for
you. If you are not, | want to show you three places where the standard playbook
misreads the problem, because | have sat on both sides of it: | built the portfolio talent
function at a multibillion-dollar software PE firm from a standing start, and | now run a

strategy advisory for tech companies and the funds that back them.

The habit underneath all three misreads is easy to name. When performance slips, the first

hypothesis tested is too often the most expensive one: the person in the seat. And because
the person is the only lever the standard toolkit knows, nobody makes a move until it is the
most expensive move there is, which is changing the person.

Twomoves, two  Start with what funds do well. You diligence financials to the second decimal. You model the

different diseases  thesis under three downside cases. Then you assess the management team that has to
deliver all of it with a few partner dinners and a reference call, and after close, when the
numbers wobble, you reach for the two tools you have: replace an executive or reorganize.
Here is the uncomfortable mechanic underneath. Those two moves treat different
diseases, and almost nothing in the standard toolkit tells you which disease you have.
When work drifts from strategy, the cause sits in WHO, the wrong executive for this thesis, in
HOW, an operating model that would defeat any executive, or in both at once. The two are
lenses on one problem: a mediocre leader builds bad systems, and a bad system suppresses
good leaders.
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Replace an executive Reorganize

Replace the CRO when the real constraint is a Reorganize when the real constraint is one
broken handoff between sales, marketing, seat, and you put the whole company

and customer success, and you burn twelve through change management to avoid one
months onboarding a successor into the hard conversation.

same broken system.

Either mistake costs a year, and most holds only have five or six of those.

THE STEELMAN

Assessment firms exist, and the good ones are genuinely good at the WHO question in general.
What they produce is a read of a person at one moment against a generic scorecard. What they
do not produce is the WHO question scored against your specific thesis, and they are structurally
blind to HOW, because you cannot learn how work flows through an organization by
interviewing individuals about themselves.

The fix is not a better scorecard. It is two instruments run on the same frame: an executive
assessment that answers WHO, and a strategy alignment audit that answers HOW, both
scored against the WHAT that only you can set, the thesis. Run both and the expensive
question answers itself before you spend a year on the wrong fix.

PORTFOLIO YEARS:
FOUR PRE-CLOSE

DILIGENCES 4

acquisitions where the diligence version of this ran before close, in my portfolio years. The
pattern held every time: the teams looked different once you scored them against the actual
plan instead of against "good executive."

PRE-CLOSE LEADERSHIP DILIGENCE, PORTFOLIO TALENT FUNCTION

The obvious objection: what about when both are broken, a mediocre executive inside an
operating model that would defeat a great one? That is the most common finding. It is not the
edge case, and it is exactly why the pairing matters. The instruments distinguish, and then
they sequence. You cannot read WHO clearly through a broken HOW, because a strong
leader inside a system that routes decisions nowhere looks exactly like a weak one. So the
order is fixed: repair the system enough to see the person, then judge the person against the
thesis. Funds run it in the opposite order every week, and pay for a search they may not have
needed.

Misread two: you are assessing executives for the last economy

FORWARD CLAIM  Two things changed underneath the standard executive profile, and most diligence hasn't
e noticed either one. First, holds got long. With the average hold sitting at six, seven, eight
years, you can no longer buy your way past a weak bench at exit speed. Development and
succession stop being HR hygiene and become the only way the team you close with is still
the right team at exit. A fund that cannot build leaders is now structurally dependent on

recruiting luck, twice per seat per hold.
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83%

of PE executives say unplanned CEO turnover lengthens holding periods, and nearly half say
it reduces returns. Nearly two-thirds of firms report replacing a portfolio-company CEO during
the hold. Unplanned turnover stretches the hold, and the stretched hold is what makes build

beat buy.

ALIXPARTNERS 11TH ANNUAL PRIVATE EQUITY LEADERSHIP SURVEY, 2026

The longer hold cuts And the longer hold cuts twice. It changes your build-versus-buy math, and it changes the
twice  math for the operator on the other side of the table. When the path to a payout stretches to
six or seven years with no guaranteed multiple at the end, the strongest operators start
pricing the public-company or large-corporate seat as the safer trajectory, and some take it.
The same force that makes buying harder also thins the pool you buy from, and weakens the
reason the leaders you already closed with will stay for the whole hold. Build capacity stops
being optional. It is the hedge against a supply problem you did not have five years ago.

Second, and bigger: the composition of work itself is changing. Work is now produced by
people, by Al, and by combinations of the two that shift quarter to quarter. That moves the
executive bar. The question is no longer only "has she scaled a revenue org," it is "can this
team redesign who does what, including the parts that stop being human." | have led Al
enablement inside enterprises, and the leaders who carry it are rarely the most technical.
They are the ones who can hold a team to one set of priorities while the ground moves.

THE STAKE
Within one fund cycle, leadership diligence that does not read a management team's
capacity to restructure work around Al will be malpractice. The reason is not fashion. A 2026-
vintage thesis already assumes a margin structure that only exists if the team can do that
redesign. You are underwriting it whether you assess it or not.

Misread three: your comp chart is the honest org chart

~ EVIDENCE | ook at how your fund pays its operating talent seat, and you will find the honest org chart. If
predesaneeiee 99 talent is truly a value-creation lever, the seat should be built like one: in the deal room for
diligence, accountable for a thesis-critical system, and carrying economics that look like the
value it creates.

Youlget the talent The firm where | ran talent matched operating-side carry to deal-side carry. That single
function you paid for  design choice did more than any mandate. It told me, the partners, and every portfolio CEO
exactly what the function was for, and the answer was value creation. Most funds do the
opposite and then wonder why the function acts like HR. Pay a seat like a cost center and it
will behave like one: compliance, process, and searches outsourced to whoever the deal
partner already knows. You get exactly the talent function you paid for.

THE TEST, ONE QUESTION AT YOUR NEXT PARTNER MEETING
Does our head of portfolio talent see deals before the check is written, and do they have
carry? If the answer is no twice, you do not have a talent strategy. You have a staffing function
with a strategy-shaped title.
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COINAGE

The flag this firm plants,
and the one it measures.

Alignment is a rate
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What alignment actually buys you

Underneath all three misreads sits one idea, and it is the flag this firm plants. Alignment is not
consensus, and it is not a static state you achieve at the January offsite. Alignment is a rate:
how fast an organization reconciles the work people actually do to a WHAT that keeps
changing. Because in any real hold, the WHAT changes: a pivot, an add-on, a new platform
bet, an Al reset.

Measured that way, alignment is the leading indicator that buys you the asset every fund
actually wants and none can underwrite today: adaptive capacity. A perfectly aligned
organization that reconciles slowly is one strategy change away from mediocre. An
organization that reconciles fast compounds through every change you throw at it. The gap
between the two shows up in behaviors well before it shows up in the numbers, which
means it is measurable while it is still cheap to fix. We measure it. That is the practice.

One question to leave with, the same one this paper opened with, now with its edge
showing. Your executive failure rate is not bad luck, and it is not a talent shortage. It is the
predictable output of a toolkit that cannot tell WHO from HOW and has not noticed that both
questions changed. Fix the toolkit and the rate moves.

We present this argument, with the instruments behind it, at fund partner meetings. Fifteen minutes of
material, your questions after. Ask for a date at thomas@tlpartners.biz.

The toolkit itself, instrument by instrument: The Portfolio Talent Operating System. The brief you can put in
front of your partners: Partner Meeting Brief. Related reading on how the alignment audit runs: Anatomy of
an Audit. Full library at tipartners.biz/library.

thomas@tlpartners.biz - tlpartners.biz
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