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Introduction

There continues to be great interest in high potentials: who they are, how to evaluate
their potential, and how to keep them engaged. Lately, the “Great Resignation” has
heightened interest in high potentials, particularly in how to retain them.!

We know quite a bit about the steps organizations take to identify and develop high
potentials.>3 However, we know little about the characteristics of people designated
as high potentials, and how these characteristics help them advance.

In this white paper, we will outline current practices regarding high-potential
identification and management and summarize the results of our eight-year research
program to identify the characteristics of high potentials who actualize their potential
over time.

How High Potentials are Defined

In most organizations, “high potential” is defined in four ways.?3 These are depicted below.

Definition | Questions Addressed | Example

“What is this person'’s likely final

position?” Likelihood that a given person can be

Expected final role promoted to CEO.

“How likely is this person to be
promoted to a C-level role?”

Probability of “How likely is this person to
reaching two levels take on significant leadership
higher responsibilities?”

Likelihood that a Director can be
promoted to Senior VP.

Likely success of a person taking
responsibility for a larger or more-
strategically important product,
region, or business unit.

Probability of “How capable is this person of taking
taking on broader on more responsibility / broader
capabilities authority?”

“How has this person performed in Review of performance ratings over

their current role?” past three years.
Past performance
“How has this person performed Performance in most-recent critical

when challenged in the past?” role.

Most organizations use some combination of these definitions (two to three) when identifying
high potentials.
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How High Potentials are Measured

Organizations use a variety of approaches to measure whether their employees have
potential. A survey of companies with top talent-management practices led by Allan
Church and his colleagues?® found these measures fall into three categories:

B HR-driven measures: performance ratings, self-rated ability to relocate,
experiences, demographics

B  Manager judgments: estimates of promotion speed and potential capacity
B Psychological assessments: assessment centers, personality measures

Church et al. found that organizations mostly use measures of past performance,
assessment centers, self-rated ability to relocate, and demographic characteristics to
define an individual's potential.

Which High Potentials Actualize Their
Potential?

It is not common to follow up on high potentials to determine if they actualize — or
deliver on — the potential that was seen in them. In too many cases, high potentials
are promoted simply because they are seen as high potentials based on their past
performance or their willingness to relocate — not based on their ability to take on a
broader or more-demanding role.

Thus, it is a challenge to separate those who are promoted because they are more
likely to succeed in the new, advanced role from those who are promoted due to a
manager's self-fulfilling prophecy.

At APTMetrics, we solved this challenge by identifying that subset of high potentials
who actualized their potential over an eight-year period.* By “actualized potential,”
we mean that these individuals validated their earlier designation as a high potential
by delivering exceptional performance and stretch capability over time that
exceeded that of their peers who also were thought to have high potential.

Specifically, in the sample we studied, this subset of high potentials was promoted
several times, worked for different bosses, and continued to be seen as high
potentials as they advanced several levels in the company. This suggests that these
individuals actualized the potential that was seen in them.
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We examined two organizational levels: high-potential emerging leaders (managers
and directors who were identified as having the potential to become vice presidents)
and high-potential advanced leaders (Senior Directors and Vice Presidents who were
seen as having the potential to become Senior Vice Presidents).

We compared those who actualized their potential (were promoted and seen as high
potential in that higher role) with their colleagues who were also identified as high
potential but did not actualize their potential (see Figure 1).

In some cases, these colleagues were not promoted or were promoted and reached
their ceiling at that next level.

Promotions over time based on performance
A majority .
If nominated
— are promoted
The vast majority aga::\ for the assessment
of these HPs center designated
are promoted for those with

.g"‘ C-suite potential,
Y

they have actualized

. their potential
High-Potential
Managers

- ‘ Those not promoted
did not actualize
their potential
Assessment
Center

mersgeeyews N

FIGURE 1

Which Competencies Predict
Actualized Potential?

We found that the competencies that distinguish high potentials who actualize their
potential from those high potentials who do not differs by organizational level. See
Table 1 below.

... these competencies are correlated

SBEIEIOTE with actualized potential.

Delivering Results
Emerging Taking on Challenges
Collaborating

Strategic Thinking

Global Acumen
Advanced o
Inspirational Leader

Talent Strategist
TABLE 1
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Emerging-leader high potentials who deliver on their promise demonstrate a
stronger capacity to take on challenges, collaborate with peers, and focus intently on
delivering results. At advanced levels, high potentials who actualize their potential
take a global/enterprise-wide perspective on issues, scan widely for data to identify
strategic trends and developments, and are transformative and inspiring leaders
who set a vision and build a strong talent-minded culture.

Importantly, these competencies uniquely distinguish high potentials who

can actualize their potential at each organizational level. In other words, the
competencies that are significantly correlated with actualized potential at each level
are NOT significant at the other level. As a result, we have validated that advancing
one's career at the Emerging level requires demonstrating significantly higher skills
on one set of competencies, but doing so at the Advanced level (to reach senior-
executive status) requires a completely different skill set.

Which Assessments Predict
Actualized Potential?

Organizations use a variety of tools to predict “high potential,” including past
performance, psychological assessments (personality and cognitive assessments),
multi-rater (360) tools, and assessment centers. At APTMetrics, we believe a specific
form of assessment center is most predictive: one that includes a future-focused
business-case simulation.

By “future focused,” we mean that high potentials participate in a business
simulation that places them in a role that is two to three levels above their current
role and that challenges them to address situations that are likely to occur in
three to five years based on economic and technological trends. In this way, we
can determine how they address stretch challenges and unfamiliar problems. We
examined how effective each of these tools is at predicting actualized potential.

At both emerging and advanced leader levels, we found that a future-focused
business simulation that draws upon the differentiating competencies listed in
Table 1 is the best predictor of actualized potential. Placing high potentials in a
situation that requires them to perform against difficult challenges, and observing
carefully how they respond, is by far the best way of identifying those who are likely
to deliver on their potential. At the emerging-leader level, a valid multi-rater (360)
instrument can also help identify that subset of high potentials who can actualize
their potential.
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Summary

Our eight-year research program reveals several key findings:

B The best way to measure the impact of your high-potential program is to track

that subset of people who actualize their potential and compare them against
the full population of those identified as high potential.

At emerging leader levels, those who excel at delivering results, taking on
challenges, and collaborating with others are most likely to actualize their
potential. At advanced-leader levels, those who excel at thinking strategically and
broadly, who can communicate a compelling and inspirational vision, tend to
actualize their potential.

The most effective tool for identifying which of your high potentials can best
deliver on their potential is a business simulation that forces participants to
address challenges two to three levels above their current position and which
focuses on those situations likely to be encountered by leaders 3 to 5 years in
the future.
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