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Leadership development approaches are slowly and rather belatedly starting to include business acumen within their ambit. But as yet these approaches are still generally early-stage and lacking in quantitative predictive power. Our research has focused on developing predictive models of leadership and business acumen. 

Do Your Executives Have What it Takes – Behaviorally/Financially?

This has involved research with thousands of executives and the development of psychometric assessment instruments. The goal of this work has been the following:

· To assess the levels of business acumen in managers and executives

· To predict their impact on the financial outcomes of organizations in which they are involved

· To predict the financial impact of teams

· To be able to make quantitative predictions of financial impact which use metrics that appear in conventional financial statements such as income statements and balance sheets
· To enable these impacts to be translated into predictions of valuation impact at the level of an organizational unit, division or company.

[image: image2.wmf]Product 

Vision

Current 

Returns

Individualist

Altruist

Corporate 

Banker

Good 

Samaritan

Missionary

Corporate 

Renewer

Mission Mode

Extrovert

Introvert

Streetwise

Analytical

Alchemist

Clinician

Marketeer

Diviner

Managing Mode

Sales

Technical

Financial

Operational

Project 

Estimator

Project 

Engineer

Customer 

Fixer

Customer 

Analyst

Professional Mode

Action

Planning

Command

Consensus

General

Communalist

Kibbutznik

Battalion 

Commander

Leading Mode

Our work is a part of the emerging discipline of behavioral finance. Broadly this shows how cognitive biases impact decision-making. Our work advances behavioral finance by enabling the prediction of financial impact based on identifying how the cognitive biases of managers impact financial outcomes of organizations with which they are involved.

Business Acumen Can be Measured – and Its Impact Predicted

Our work has produced an enormous amount of data and it is not possible to range over its conclusions in this newsletter. However to give a flavor of what we are finding out, I am writing in this newsletter on one fascinating aspect of our work. 

This shows what specific behaviors characterize those managers with exceptional capabilities for creating capital. In common parlance we could rephrase this to mean the personalities of people who are exceptional at making money.

We have developed three core psychometric assessment instruments. These are:

· The Financial Outcome Assessment (FOA): this measure the financial signature® of a manager, that is, his innate propensity to create capital

· The Executive Outcome Assessment (EXOA); this assessment measures the behavioral characteristics that lead to specific organizational outcomes; this assessment also measures the financial mission of a manager, that is how the manager’s behavior impacts financial outcomes in practice in his current situation; this enables us to compare this with his financial signature® to evaluate organizational alignment issues

· The Corporate Financial Outcome Assessment (CFOA); this measures the financial mission of the organization based on behavioral data; it enables us to evaluate both organizational alignment but also gives us a yardstick for measuring competitive prowess from a behavioral perspective

We now have a database of executives who have gone through the assessments which provides us with a unique and invaluable source for looking at the behaviors associated with capital creation and financial impact. We can use this to correlate the financial signatures® of managers with leadership outcome types. This allows us to draw conclusions about the issue of what behaviors are associated with high levels of capital creation and money-making ability.

The Exceptional Money-Makers – Are Rare
[image: image3.wmf]Product 

Vision

Current 

Returns

Individualist

Altruist

Corporate 

Banker

Good 

Samaritan

Missionary

Corporate 

Renewer

Mission Mode

Extrovert

Introvert

Streetwise

Analytical

Alchemist

Clinician

Marketeer

Diviner

Managing Mode

Sales

Technical

Financial

Operational

Project 

Estimator

Project 

Engineer

Customer 

Fixer

Customer 

Analyst

Professional Mode

Action

Planning

Command

Consensus

General

Communalist

Kibbutznik

Battalion 

Commander

Leading Mode

In doing this, we are focusing only on the most exceptional types of propensity for capital creation. There are other types which create capital, but not at high levels, or even medium levels. 

It should also be noted that most people do not create capital and that most of our data is associated with the vast majority of managers who in fact either consume capital or who do not create it. 

To be specific, our research has discovered that only about 12% of managers we have tested actually create capital. That is, the nose for profit is limited to only s small subset of the population, both generally and managerially.

That being said, here are the main conclusions of this part of our research. There are four personality types that have exceptional capabilities in creating capital and making money. These are:

· The Alchemists

· The Visionaries

· The Customer Analysts

· The Generals

It should be stressed that even within these groups, which come from our Leadership Cockpit®, there is only a small subset who actually are exceptional in creating capital. We have very good data on the precise strengths of the personality variables in each of these cases but it is not feasible to provide this here. 

However for reference I have included a diagram of the Leadership cockpit and these four quadrants are highlighted. But in each case these four types occupy only one very specific and relatively small part of these four segments.
Alchemists: Alchemists by definition are introverted and streetwise. By streetwise, we mean people who distrust logic. Bill Gates, Mark Zuckerberg and Michael Dell are good examples of this tyhese invariably create a new very high value product which creates new market segments. In order to quality for this characteristic the person is usually intensely, not mildly introverted. He must also be intensely, not mildly streetwise. 

Usually the company founded by this person does well even though the founder is highly introverted because the product is revolutionary enough that it attracts market interest and sales support than the founded himself cannot attract.

Visionaries: In the Leadership Cockpit®, the Visionaries actually overlap between Corporate Renewers and Missionaries but this is only a small magic zone. Visionaries are extremely forward looking and are strongly oriented to giving up the present for a far-off future. If they are too altruistic or too individualistic they will not fall within the magic area. They can be only mildly altruistic or mildly individualist to fall within this zone. There are powerful psychosocial reasons for this but we do not have the space to discuss this here. 

Furthermore, being mildly visionary is not enough either. The psychological impulse to look forward must be intense otherwise the person will not be in the magic area for exceptional money-making and capital creation propensity. Examples of visionaries are Larry Ellison of Oracle and Steve Jobs of Apple.

Customer Analysts: These managers are characterized firstly by being sales rather than product oriented. However if they are too strongly sales-oriented they will fall outside the magic zone for a high propensity to create capital. 

Their other characteristic is that they are strongly financially oriented. This does not mean that they will have financial qualifications, in fact usually they will not. Rather it means that their zone of psychological comfort is exceptionally strong in the area of dealings with finances. Good examples of this type are John Chambers of Cisco and Sam Walton of Wal-Mart.

Generals: These managers are disciplined planner types. However if they are too strongly planning oriented they fall abruptly outside of the magic zone due to their relative slowness in adapting to market conditions and in losing market opportunities. 

In addition these managers cannot be extremely consensual or extremely command oriented in their management styles. To the extent that they become too strong in these areas, they again abruptly fall outside the magic zone of propensity to create capital. An example of this type is Harold Geneen, the famous CEO of ITT.

Psychic Intensity Counts

A few qualifications. Where a person’s results are located within a quadrant counts and are in fact highly significant. The quadrants measure not only the behavioral characteristics, but their intensity.

There are other zones where managers make less money and not all of these are in the 4 quadrants of the Leadership Cockpit shown in this article for exceptional money-makers. Most people have a propensity to consume capital or not to create any and these occur within other zones of the Leadership Cockpit. These other zones have characteristic financial impacts associated with them.

Broadening Leadership Development

We use these assessments in our leadership programs with our clients and show them how to use the results to improve self-awareness of executives and managers so that they can improve their financial and valuation impact. 

This provides a new perspective to traditional leadership programs and can align executives better with the financial mission of their organization and with its valuation goals. It will also significantly improve their ability to improve their own financial and valuation impact.
Recommendations
1. Conduct training in business acumen for your senior executives
2. Have them complete the assessments
3. Show them How to link their behaviors to business outcomes

4. Create self-awareness as to how this can improve their business impact
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“….most people have a propensity to consume capital or not to create any….”





“….Our research has discovered that only about 12% of managers actually create capital….”





“….This shows what specific behaviors characterize those managers with exceptional capabilities for creating capital….”
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