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The quality of leadership
matters. There is a wealth of
research to prove this. One
study concluded that the
quality of executives related
to 44% of variation in profit
margins and 47% of variation
in stock prices (Weiner &
Mahoney in Stamoulis 2009).
Others have found that who
the CEO is relates to 14% of a
business’s financial results
(Joyce, Nohria & Roberson in
Stamoulis 2009). However,
more studies have disproved
the myth that a small group
of high-potential (or a rock
star CEO) can drive business
success alone.

Rather, a critical mass of
excellent leaders is needed
to trigger and sustain
corporate growth.
Conversely, having the
wrong people in leadership
roles can have devastating
effects. There are serious
consequences (both financial
and non-financial) to poor
hiring decisions. The total
cost of leadership turnover
or mismatch is estimated at
18 – 47 times the
mismatched incumbent’s
total salary, not considering
the covert costs - potential
labour disputes, poor team
morale, and potential
reputational risk - all of
which increase exponentially
as the seniority of the
appointment increases.
Therefore, getting it right
first time is critical. However,
this is more challenging as
the business landscape
becomes increasingly
volatile, uncertain, complex,
and ambiguous (VUCA).

In a VUCA world, businesses
must be agile, adaptable and
forward-looking to survive
and thrive. Successful
leaders in the VUCA
landscape are those who
cope with ambiguity, notice
the key patterns amongst
the noise and see the world
through multiple stakeholder
perspectives. These are the
capabilities that enable
leaders to flourish and
produce outstanding results
in complex times. This
necessitates a shift in how
we define (and assess)
leaders.

Traditionally, the focus has
been on what leaders know
and do now, on the
assumption that past and
current behaviours predict
future performance. What is
lacking is consideration of
how the leader will continue
to perform and grow in
dynamic, ambiguous
contexts into the future, i.e.
potential.



If leadership potential is 
understood as the capacity 
to lead, develop and grow 
into the future in dynamic 
and uncertain environments, 
understanding the complexity 
of work is essential for 
positioning recruitment, 
assessment, succession and   
talent management. We  
must understand how 
complexity (discretionary 
decision making and the 
ability to cope with 
ambiguity) increases  with 
each progression up the 
organisational hierarchy.
Senior leaders are required 
to add value into the 
future for the business by 
considering the state of the 
macro-environment and the 
industry, setting strategic 
objectives and making 
decisions that may only yield 
results years into the future. 
Mid-level leaders must focus 
on aligning future and 
present value. They do this 
by understanding 
organisational strategy and
translating it into

implementable processes,

balancing resources for

maximum efficiency and

drawing on employees at the

operational tiers to take the

necessary actions that lead

to the realisation of

organisational goals (see

Figure 1). Understanding the

roles and responsibilities at

various levels of leadership

enables selection of

individuals not only

comfortable to cope with the

level of complexity required

for the current role, but can

also provide insight into their

longer-term career trajectory

and potential comfort with

To nurture adaptive leadership we 
must assess how complexity
(discretionary decision making and 
the ability to cope with ambiguity) 
increases  with each progression up 
the organisational hierarchy.

Figure 1. 
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increasing levels of 
complexity, enabling 
organisations to build a 
strong leadership pipeline 
into the future.

On this theoretical 
foundation, the peoplewise 
PerspectivesTM Model of 
Potential and Performance 
provides a clear succession 
framework to enable 
selection of high 
performing, high potential 
leaders both now and for 
the future.
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The PerspectivesTM Model of
Potential and Performance (see
Figure 2.) is based on
peoplewise’s extensive research
into leadership potential. It
consists of five key psychological
(inner circle) capabilities and five
behavioural (outer circle)
capabilities. The inner circle
capabilities are core personal
qualities that are consistently
linked with current and future
success. Together, they are
defined as an individual’s
positive psychological state
characterised by: having mental
agility to study, analyse and
understand new problems and
situations; emotional agility to be
personally and interpersonally
effective; confidence to take on
and succeed at new and
challenging tasks; resilience to
bounce back and grow when
beset by challenges and
adversity, and drive to strive for
success and pursue goals. These
critical capabilities are robustly
measured by peoplewise’s
PsyCap Potential - a globally
validated psychometric.

The psychological profile of an
individual translates into specific
workplace behaviours - these are
observable behaviour clusters
that make up the outer circle
behavioural capabilities.

Capabilities derived from the

long term strategic goals of the

business and defined in terms of

key behaviours for success at

each level of leadership deliver a

clear pathway for individuals

wishing to develop into more

senior leadership roles. They

also provide a solid set of criteria

against which prospective

leaders wishing to take on a new

role can be assessed.

The behavioural capabilities are

grouped as follows: thinking

(problem solving and developing

strategy); performing (drivers of

individual performance, e.g.

delivery orientation); engaging

(drivers of effective interactional

behaviours); leading: (enabling

the attainment of results

through others) and

transforming (igniting, managing

and embedding change).

Outer circle capabilities are

measured via behavioural

observations, either in a 360 or

in assessment centre

simulations. By ensuring that the

process of assessment is

developmental and providing full

and rich feedback to candidates,

using the PerspectivesTM model

can not only help predict

potential, but develop it.

The business case for accurately

identifying potential

is clear. For organisations to be

successful in a VUCA world, they

need to select and develop

leaders who can think in

complex, systemic, strategic and

interdependent ways. This

necessitates a move from

selecting on the basis of what

leaders do now, to what they

have the potential to become.
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