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Potentia/for What ? executives often push back on measuring “potential” because they doubt

one’s ability to measure it, and are hesitant to make people-decisions based on it. Yet they do so anyway
-- they make talent calls, deciding who gets what break-out assignment or the next promotion -- without
any data.

Few decisions have more impact on a career, or on the success of a company, than determining who will
take on leadership roles.

A few years ago | spent some time in Silicon Valley, meeting with venture capital titans like Kleiner Perkins,
Redpoint, Mayfield, and others. | was surprised by one consistent theme: while venture capitalists bet
big dollars on great ideas, more importantly, they bet on the “entrepreneur”. These are the inventors who
are passionate and committed to getting a solution that works in the market. Many times that initial great
idea morphs —it is tested, adjusted, stretched, developed and evolved in the process of coming to market
and reaching scale. Sometimes the initial solution is even rejected outright, but the core idea and the drive
to get it right fuels the confidence of the investors to continue to develop it.

So it is with Leadership Potential.

A leader’s strong performance to date is like the inventor’s great idea. It catches the attention of senior
management. But is past performance enough to trigger a VC-like investment of time and resources? The
future, while unknown, will predictably test that leader. How will she adjust, stretch, develop and evolve
in the face of increasing complexity and challenge?

Gaining insight into her potential can increase the likelihood of making the right call. Potential can be
identified. It can be measured. That measurement should be used to shape the investment of time and
resources to develop that leader, and to build a talent bench of ready leaders.

“Today those responsible for hiring and promotion
decisions must instead focus on potential...”
- Fernandez-Araoz, Harvard Business Review

What is Leadership Potential?

Ask any thoughtful leader, and he will typically have a point of view on potential (often reflective of his
own experience). You may hear something like “You can tell a leader has potential because he has
vision...or charisma...or smarts...or tenacity...” Or maybe this response: “I can’t describe it, but | know it
when | see it.”

Research is helping us describe it and measure it. Silzer and Church (2009) report potential can be
measured by cognitive ability and personality.

Assessment Associates International ® 11100 Wayzata Boulevard, Suite 540 ® Minneapolis, MN 55305
Phone: (952) 854-6551 e Fax: (952) 544-2546 e www.aai-assessment.com



assessment

associates

Leadership potential is based on AAI Leadership Potential Model
foundational, intrinsic attributes of a
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success in leadership roles. Ability

Cognitive ability is a foundational element of leadership potential. Successful leaders typically score better
on cognitive assessments. Hunter and Hunter (1984) show cognitive ability has a positive effect on
performance. Korn Ferry’s data analysis indicates high IQ executives tend to be high performers (Lewis,
2014). Overall, Fortune 500 CEQ’s and billionaires attain higher scores on cognitive tests. (Wai, 2013).

Even so, cognitive ability alone is not enough of a predictor of Potential. Personality is an equally
foundational element. How leaders engage with their motivations, their work, and their co-workers, and
what work behaviors they demonstrate, directly contribute to — or derail — their success. The Harvard
Business Review reports that intelligence alone is not enough to identify potential (Fernhandez-Araoz,
2014). Most leaders who “fail” to progress do so not because of cognitive concerns, but because of
derailing behaviors or fit issues with the culture of their company. Zenger and Folkman (2009) studied 450
Fortune 500 executives and over 11, 000 leaders to identify the 10 most common leadership shortcomings
(which led to firing, or ranking in the bottom 10% in 360 feedback). Eight of the ten fatal flaws are based
in personality/work styles. Derailing behaviors are related to personality factors, or work styles, that can
be identified and measured.

These foundational dimensions of cognitive ability and work styles are the basis for identifying leadership
potential, but they alone are insufficient for determining the potential of a given leader. Potential is also
mediated by experiences that shape that leader (e.g., an expatriate assignment, owning a P&L, leading a
business turnaround, etc.). Potential is also influenced by that leader’s values (e.g., passion for the content
of the work or mission of the company, declining a relocation assignment while children are in high school,
etc.).

Talent review discussions — with or without using a 9-Box type format — are useful in bringing talent
decisions forward. However, aside from historical performance ratings, they have a dearth of data, and
are often highly subjective. There are ways to measure potential that can bring objectivity and
comparability into these discussions.
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How do you measure Leadership Potential?

Learning Agility

There are several assessments aimed at identifying potential. One concept gaining attention is called
Learning Agility, which is a personality-based assessment of an individual’s attitude towards continuous
and flexible learning approaches. It is felt that people who are assessed high on Learning Agility have the
right attitude towards continuous learning and are more willing to deal effectively with ambiguity and
change.

In our fast-paced world, those able to deal effectively with ambiguity and change have an advantage over
those who are not. But does that also mean they have high potential to be successful as leader? As we’ve
discussed, there is more to Potential than just learning and adapting.

Leadership Potential

Another recently developed assessment tool that is showing great promise is the Leadership Potential
Report (LPR). Rather than using Learning Agility as a proxy for Potential, the LPR directly assesses the
cognitive ability and work styles (or Behavior Potential) of the leader, to provide a leadership potential
profile and score (http://aai-assessment.com/products/advancement-potential).

The LPR develops an overall rating of Leadership potential using 3 facets of cognitive ability and 4 facets
of personality closely associated with successful executive performance.

> Cognitive ability has several
components. Johnson and Bouchard (2005) and
Page (2009) provide similar structural models of
cognitive ability, based on Verbal, Numerical
and Abstract Reasoning.

> Personality, or work styles, represents
personality and motivational characteristics
that influence a person’s behavior in work
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The Leadership Potential Report gives equal weight to an individual’s Leadership Behavioral Potential
using these 4 personality facets (anchored to the Big 5 and aligned in part with Learning Agility) and 3
facets of Cognitive Ability.
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How do you use Leadership Potential?

Many organizations use “performance” and “potential” to compare leaders and to identify Top Talent,
often using a 9-box structure to do so. When I've led these talent sessions, we typically used performance
ratings from recent performance appraisals to represent a leaders “performance”. (Watch for a future
article on the use -- and misuse -- of performance ratings in talent reviews!).

Regarding potential, we often had no data. I've used nominal sorting to bucket leaders into categories, or
Company Values ratings from performance reviews, or descriptive criteria to have the leaders’ managers
sort them before coming into the talent discussion. None of these were objective, nor did they provide
much comparability across leaders. In some cases, the assignment of potential may have had more to do
with how well the manager presented the leader than with the actual potential of the leader being
discussed.
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talent discussion.

This is especially valuable for multi-national companies as the LPR is available in multiple languages. There
are few measures that objectively compare leaders from different countries, cultures, and languages. LPR
feedback and data can be the great equalizer to make initial comparisons across leaders from different
parts of the world.

After completing the talent assessment discussion and aligning on Top Talent — those leaders with high
potential and high performance — the organization can now focus its development resources to accelerate
the development of their Top Talent. (Watch for a future article on practical steps to develop Top Talent.)
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Conclusion

Talent decisions get made in every organization. Some use performance data to make these calls. Some
use gut feel. Some have a long-standing, robust talent assessment process, while others are just
discovering a need to bring process discipline to this work.

Leadership Potential is a profound, underlying variable that can help predict future success. It is founded
in cognitive ability and personality traits, which can be measured. Tools like the Leadership Potential
Report can measure this, and when used in the context of a talent review process, improve the objectivity,
validity, and success of the talent assessment process.

In short, you can gain confidence that you are making the right call when tagging leaders as “high

|”

potential”, and accelerating the development of those most likely to achieve career success.

Joseph H. Kalkman, M.A.
Executive Consultant and Strategic Talent Management Practice Lead
Assessment Associates, International
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