


The Headhunters ComeUpon
ays

Everybody still calls them headhunters
and probably always will, but specialists in
finding management talent now insist on
calling their business executive search. The
title is certainly in keeping with their rising
prestige and importance in corporate af-
fairs. Expanding and prospering as never
before, search firms in the last few years
have been getting more and more involved
in recruiting top executives for major com-
panies. The six chiefs who appear in the
gallery on this page are only a sampling of
the hundreds of highly paid and prominent
businessmen who have been placed in
their jobs through the finely honed tech-
niques of aggressive search firms.

Corporations and other large organiza-
tions in the US and abroad now turn to
headhunters for help almost as routinely
as they turn to lawyers, accountants, and
management consultants. According to
John F. Schlueter, executive director of the
Association of Executive Recruiting Con-
sultants, more than 90 percent of the FOR-

TUNE 500 companies have used headhunt-
ers at one time or another.

The dramatic increase in the use of head-
hunters shows up clearly in statistics com-
piled by FORTUNE after surveying search
firms in the U.s. and abroad. Between 1967
and 1977 the number of executives
throughout the world who were hired an-
nually through search firms increased from
4,000 to 16,000. Among the executives
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Executive-search firms are
landing top managers by the

: hundreds for major
:corporations in the U.S. and

around the world.

placed last year, 800got jobs paying at least
$100,000 a year; at least 575 of these jobs
carried the titles of chief executive, chief
operating officer, or executive vice presi-
dent. Some 2,000 of last year's recruits got
jobs in the $65,000-$100,000 range; 11,400
in the $30,000-$65,000 range. The remain-
ing 1,800 were hired at less than $30,000.

Goodbye to the old-boy network
Headhunters attribute the growing de-

mand for their services largely to a healthy
and welcome trend in business: the decline
of cronyism. It is now an exceptional event
when a qualified executive is offered a job
just because he has a friend or acquaintance
in the right place-for example, on the re-
cruiting company's board of directors.
"The old-boy network is collapsing," as-
serts Lester B. Korn, president of Kornl
Ferry International, the world's largest ex-
ecutive-search firm. "Business has become
too complicated, and the stakes have be-
come too high, for a board chairman who
needs executive talent to rely on his friends
or on his friends' recommendations. He
wants the best man available, not the best
man visible."

Among those who subscribe to Korn's
thesis are the directors of Philip Morris.
Like the directors of at least twenty other
major U.S.corporations, they have hired a
search firm to identify prospective candi-
dates for their own board. Explains James
C. Bowling, a senior vice president and di-
rector: "With today's increasing consider-
ations of corporate governance, directors
playa more active and important role than
ever before. We want to know who's out
there we don't already know, and might
not find by ourselves."

The rising demand for talent has coin-
cided with a falling supply of talent, and
this too has brought more business to ex-
ecutive-search firms. Because of low birth
rates in the U.S.during the Depression, the
pool of executives in their late thirties to
late forties is unusually small. Competition
for these executives has become so fero-

cious that more and more corporations
have been turning to search firms for help.

Multinational corporations have become
an especially important source of business,
thanks to the growing pressures on such
companies to staff their foreign subsid-
iaries with local rather than expatriate ex-
ecutives. For example, more than 90
percent of the clients served by Korn/Fer-
ry's Brazil officeare local units of foreign-
owned multinationals-U.S., Japanese, or
West German-who want Brazilian na-
tionals to join them or to replace non-Bra-
zilians who are returning home. Some U.S.
executives have also benefited from the
worldwide reverse diaspora. Over the past
two years, Boyden Associates has recruited
seven American businessmen for the pres-
idencies of U.s.-based subsidiaries of Eu-
ropean companies.

Success has profoundly reshaped the ex-
ecutive-search business itself. In the last
few years a handful of large, multinational
search firms has seized a commanding po-
sition in what used to be virtually a cot-
tage industry. With offices throughout the
U.S.and in key foreign capitals, these firms
function almost as adjunct personnel de-
partments to many corporations, recruit-
ing executives not only for their clients'
headquarters staff but for their domestic
and foreign subsidiaries as well.With com-
puter-backed research departments to aid
experienced headhunters who are sta-
tioned around the world, the big search
firms can literally scour the globe in search
of the right executive for a particular job.

A growing role for the Big Six
To be sure, there are still hundreds of

small and medium-sized search firms that
thrive by finding specialized executives or
managers for just one or two industries.
Witt & Dolan Associates, of Chicago, re-
cruits only hospital administrators; Colton
Bernard & Seitchik Inc., based in San Fran-
cisco, concentrates on finding textile and
apparel executives. And some of the coun-
try's largest management-consulting and

accounting firms have units that do exec-
utive search, often quite successfully. It
was a Booz, Allen & Hamilton search unit
that landed Archie McCardell for Interna-
tional Harvester Co.

But the executive-search field is increas-
ingly coming to be dominated by a Big Six:
Korn/Ferry, Heidrick & Struggles, Spencer
Stuart & Associates, Boyden Associates,
Egon Zehnder International, and Russell
Reynolds Associates. Last year these six ac-
counted for 27 percent of all searches; they
handled slightly more than 50 percent of
the searches involving positions paying at
least $100,000 a year, and carrying the ti-
tles of chief excutive, chief operating of-
ficer, or executive vice president. More-
over, these firms seem to be setting the
pace for all the others in expanding the
scope of headhunting, which was once
used mainly to find scarce middle-echelon
specialists, into a high-powered arm of top
management.

Individuals need not apply
Naturally, each of the Big Six firms

claims to be unique, and, indeed, no two
of them are organized in precisely the same
way. But their similarities are more strik-
ing than their differences. All of them work
only for organizations that want to hire ex-
ecutives; none will work for an individual
who is looking for a job.

Though their fee structures vary some-
what (most charge 30 percent of the start-
ing annual compensation of the executive
they place), they all insist on being paid
whether or not they find an executive their
client is willing to hire. And all of the Big
Six use the same, three-stage process to
conduct their searches. First they draw a
"profile" of the executive their client wants.
Then they locate the three to six individ-
uals who most closely fit the profile. Final-
ly they lure and try to land the one their
client chooses.

In.drawing a profile of his prey, a head-
hunter from one of these firms first may
spend hours talking with his client. "We
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In nine years, Richard M. Ferry (left), forty-
one, and Lester B. Korn, forty-two, have built
the world's largest executive-search firm (1977
revenues: $12,577,000). The Los Angeles firm
has 120 recruiting professionals on its staff.

have to understand why he wants to bring
in an outsider," explains Gerard R. Roche,
president of Heidrick & Struggles. "We
have to learn just what problem he's try-
ing to solve." Some chief executives find
that pointed questioning by a headhunter
can also be useful to them, especially when
the job to be filled is a newly created one.
"Responding to their questions helps to
eliminate the fuzziness," says John R. Pet-
ty, who became president of Marine Mid-
land Bank thanks to a headhunter and who
is a frequent client himself. "Tough ques-
tioning helps to clarify the job, and thus
to get the best person for it."

In some cases this pre-search question-
ing will abort or sharply modify a search.
"It's common for a chief executive to think
that all he needs to pull his company out
of a hole is a David Kearns or a Lee Ia-
cocca, when in fact what's needed is a
major reorganization or restructuring of
the company," says Heidrick & Struggles's
Gerry Roche. "If that's the case, we say so,
turn down the assignment, and maybe rec-
ommend a good management consultant."

Questioning a client sometimes uncov-
ers an unrealistic hope that needs to be de-
flated immediately, adds Carl W. Menk,
president of Boyden Associates. "When the
head of a small company retains us to find
a v.p.-finance, and it becomes clear that the
caliber of guy he has in mind is already
holding that title at General Electric or
LB.M.at twice the client's own salary, we
have to speak up and tell him he just isn't
going to get what he wants."

Headhunters are especially eager to learn
the style of the organization for which they

Gerard R. Roche, forty-seven, president of
Manhattan-based Heidrick & Struggles, heads

the second-largest search firm. With only
seventy-five recruiters, the firm generated

revenues of $11,820,000 last year.

are working. To do this they often spend
up to a week interviewing ten to twenty-
five of the client's key executives. "The ob-
ject of a search isn't only to find someone
with the right paper credentials," points
out Lester Korn. "The object is to find
someone who has the credentials and who
also will fit in. It's a waste of everybody's
time and money if we turn up a bearded,
no-socks genius for a client who prefers
conservative executives in pin-striped
suits."

Korn stresses the importance of compat-
ibility in part because he once ignored it
to his chagrin. Commissioned to find an ex-
ecutive vice president for a no-frills, metal-
desks-on-linoleum Los Angeles company,
Korn turned up a splendidly qualified can-
didate who was working in Manhattan for
a plush Park Avenue corporation. The head
of the Los Angeles company flew east, of-
fered $100,000, and the New Yorker ac-
cepted on the spot. He moved his family
to California, showed up for work-and
quit at 4:00 P.M. on the first day because he
couldn't stand the surroundings.

After they have drawn a detailed profile
of their quarry, the BigSix begin to unleash
their powerful resources. They turn to their
research departments-and to the exten-
sive data banks on executives that these de-
partments compile and maintain-for the
flying start that is beyond the reach of most
smaller search firms. At Heidrick & Strug-
gles and Boyden Associates, for instance,
teams of researchers regularly scan such
publications as FORTUNEand the Wall Street
Journal for the names of executives who are
moving upward through the ranks, or who

seem to be responsible for corporate suc-
cesses. Articles are clipped; filesare opened.
"If you are visible in your industry, there's
a 50 percent chance you're in our data
bank," says Boyden's Carl Menk. The
closely guarded data banks at Boyden and
at Heidrick & Struggles each contain more
than 100,000 names; data banks at the oth-
er big firms hold between 50,000 and 100,-
000 names apiece.

The pluses and minuses of data banks
Executives whose names are in the data

banks enjoy a sizable advantage. Both
Heidrick & Struggles and Boyden Associ-
ates claim that one out of every three ex-
ecutives they place was already on file
when the search began. Russell Reynolds
says that his firm completes a whopping
50 percent of its searches with executives
who were already in the data bank.

Headhunters contend that were it not
for government regulation, their data
banks would be even more useful than
they are. The threat of discrimination
charges, for instance, has forced search
firms to stop classifying executives by race
and sex. Thus when a firm is hired now
to find a female or a black executive, a fair-
ly common request these days, the firm
cannot quickly produce a list of qualified
women or blacks. Says John Sussman, a
partner who is chief of Korn/Ferry's re-
search department: "It would be better for
women and blacks if we had separate files
for them. As it is, it's only chance when
we pull one from the files." In some coun-
tries, including France and West Germany,
it is illegal for nongovernment organiza-
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Jean-Michel Beigbeder, forty and a
Harvard M.B.A., runs Spencer
Stuart & Associates from Paris,
though its headquarters is in
Manhattan. With 1977revenues of
$U,247,QOO, it is third largest in the
business. Only one-third of its
revenues come from the U.S.

tions to keep fileson individuals.
This has by no means stopped
headhunters from collecting in-
formation on executives in these
countries, but it has forced them
to be circumspect. Egon Zehnder
refuses to disclose the location
of its data bank; a spokesman
admits only that one exists
"somewhere in Europe."

As word of the search firms'
data banks has spread, ambi-
tious or restless executives have
fairly buried the firms in a bliz-
zard of unsolicited resumes.
Korn/Ferry receives about 500
unsolicited resumes each week.
Incidentally, such resumes pro-
vide a remarkable early-warning
system that an unethical search
firm could use to make a killing
by selling short in the stock mar-
ket. "One day we get a flurry of
resumes from top-level execu-
tives in a particular corpora-
tion," Richard M.Ferry explains.
"Two weeks later we read in the

Carl W. Menk, fifty-six, is president of Boyden
Associates, which ranks No.4 with 1977
revenues of $8,100,000. Though based in

Manhattan, Boyden, which has the most offices
(twenty-eight), conducts half its searches
outside the U.S.

papers that the corporation is in big trou-
ble. It never fails."

The Big Six firms are generally happy
to fatten their data banks with unso-
licited resumes from promising executives.
"We're delighted to get them," says Fer-
ry. ''The more executives we know about,
the more likely we are not to overlook
someone." In some cases, depending on
the whim and perhaps on the lunch sched-
ule of the headhunter on whose desk a
resume lands, the ambitious executive
may be invited for a chat. "After all,"
says Russell Reynolds, "people are our
commodity."

At Reynolds, as at the other big firms,
headhunters fillout "contact forms" when-
ever they meet someone who might be-
come a candidate in a future search. Indeed,
anyone who encounters a headhunter
these days-by being interviewed in the
pre-search questioning phase, by sitting
next to one on an airplane or at a dinner
party, by writing or researching an article
about how they work-is likely to wind
up on file for future reference.

An Avon lady for Australia
The headhunters, who insist that they

never limit their searches to the names that
pop out of their computers, contend that
expanding the list of potential candidates
is the most time-consuming and creative
part of their work. They try to figure out
where in the world an executive who fits
that profile is likely to be working.

Sometimes the answer is obvious. When
Boyden Associates was hired by Stanhome
International, a home-products manufac-
turer, to find an executive who could con-
vert Stanhome's Australian subsidiary
from a Tupperware-type operation into a
door-to-door distributor, a Boyden aide
promptly zeroed in on Av<?nProducts; the
job went to Ms. Lee Evans, then an Avon
division sales manager in Springdale,
Ohio.

Sometimes it requires a lot of legwork
or even a global reach to find organizations
likely to be employing potential candi-
dates. Hired by a Kuwaiti construction firm
to find an American, British, Canadian,
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Russell Reynolds's firm, headquartered in
New York City, is No.6 with 1977 revenues of
$6,684,000. A forty-six-year-old former
banker, Reynolds predicts booming business
for all search firms as corporations around the
world scramble for executives "who can
manage the effects of inflation."

Australian, or Italian executive to run its
prefabricated-buildings unit, Spencer Stu-
art & Associates made a multi-nation
search for a qualified candidate with the
right passport. The firm struck out on the
first four nationalities, but finally learned
that PPG Industries and Feal, an Italian
firm, were operating a prefabricated-con-
struction joint venture in Pittsburgh; Spen-
cer Stuart then plucked out the joint
venture's Italian director of engineering.

Difficult though it can be, finding an or-

Egon Zehnder, forty-eight, directs the fifth-
largest search firm (1977revenues: $7,506(000)
from Zurich. Last year his company conducted
878 searches, more than any of its competitors.
Initially,- says Zehnder, "Europeans were
hO!I"ifiedat.the i~e~ of executive search."

ganization likely to be employing a po-
tential candidate is often easier than
identifying the candidate himself. Sepa-
rating the promising people from the hacks
and those who don't fit the profile is a fair-
ly tricky operation. A headhunter begins
by poring through the dozens of business
directories that are published each year.
Some, like Dun & Bradstreet's Reference
Book of Corporate Management, provide de-
tailed lists of key executives at all major
corporations. Other directories, such as De-
partment Store Guide, list executives in par-
ticular industries.

Once the headhunter has in hand a list
of key executives at companies he suspects
might be employing potential candidates,
he reaches for a telephone. His object is to
find out· from these executives which of
them might be suitable for the job in ques-
tion. You may be surprised to learn that
when a headhunter calls to ask whom
among your colleagues you would recom-
mend for a certain job-he means just that.
These days, a request of this sort is rarely
meant as an invitation to recommend one-
self, though in years past it often was. Still,
it pays to be courteous and helpful: impress
a headhunter and you may well wind up
in his data bank.

If they call, close your door
When headhunters contact potential

candidates nowadays, they are fairly blunt:
"Hi. My name is Jones. I'm with Brown &
Smith, which as you may know is an ex-
ecutive-search firm. We've been retained to
fill a position at a company I'm not yet at
liberty to name, and you've been suggest-
ed to us as a possible candidate."

For those who have always wondered
what is the proper response to this kind of
telephone call, headhunters have a stock
piece of advice: get up and close your of-
fice door. The purpose of the call is first, to
verify that you are who the headhunter
thinks you are, and second, to arrange a
meeting if you are at all interested in con-
sidering a change of jobs. Not surprisingly,
headhunters say that most people they call
are willing, if not eager, to meet them. Af-
ter all, an executive has nothing to lose and

everything to gain by agreeing to discuss
another job.

When the search involves a top corpo-
rate position-one worth at least $100,000
a year-scores of potential candidates may
be contacted and screened. Most are weed-
ed out fairly promptly for one reason or an-
other. Headhunters report that a growing
number of upper-echelon executives de-
cline to be considered for other jobs be-
cause they don't want to uproot their
families. At this stage, the precise job and
company involved is not disclosed.

Discontent among the runners-up
After weeks or even months of inter-

viewing and weeding, the headhunter will
draw up a list of three to six candidates,
usually ranked in his order of preference,
to present to his client. Of course, those
who make the final list are told what com-
pany and what position are involved. Nor-
man Clement, a KornlFerry vice president,
finds this disclosure somewhat discomfit-
ing: "You take a guy in Des Moines and
push him as a candidate for a job in Cal-
ifornia. If he gets it-fine. That's how peo-
ple move ahead. But if he doesn't get the
job, he'll never be content to stay where
he is."

A headhunter's job is by no means over
when he submits a list of candidates to his
clients. "From this point forward we en-
gage in a form of shuttle diplomacy to
bring the two sides together," says Kornl
Ferry's Richard Ferry. Compensation is of-
ten the main bone of contention in middle-
level jobs. When a top-level job is at stake,
money often is less of an issue than power
and responsibility, including whether or
not the candidate will report directly to the
chief executive.

Negotiations of this sort can drag on for
weeks, especially if the client isn't crazy
about any of the candidates or vice versa.
Two executives proposed for the chair-
manship of Lockheed Aircraft Corp. by
George Haley Associates, a small but high-
ly regarded search firm, turned the job
down flat when it was offered to them by
outgoing Chairman Robert Haack. Even-
tually it went to Roy Anderson, the incum-
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