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INTRODUCTION

Every indication —  economic, social, and political — . appears to 

suggest that the shortages of manpower, especially competent management 

manpower, that has plagued business over the past two decades, will con

tinue well into the future. In fact, most indicators point to a worsening 

before the situation improves. This can lead to only one conclusion: The 

competition for all the manpower necessary to the growth and success of 

the individual business enterprise, as well as to the economy as a whole, 

will intensify tremendously in the years ahead. It consequently behooves 

the prudent manager to do all within his power to create the kind of organ

izational climate that attracts competent people and to utilize the talents 
and abilities of these people as wisely as possible.

It is to this latter consideration that this paper is addressed, and 

more particularly to the methods and techniques currently being used in the 
home offices of life insurance firms to identify managerial potential. Many 
life insurance companies refer to people as their greatest asset, and well 

they might. Little product differentiation exists in the industry. The pro

duct innovation of one firm today belongs to the industry tomorrow. The only 

real edge that one firm may have over another is the quality of its organ

ization, that magic mix of skills and talents and abilities that truly makes 

one group of people superior to another. The point is that this is an indus

try in which having the right person in the right job at the right time 

can give a firm the necessary competitive edge to win more battles than
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it loses. It naturally follows that the company that does this most con

sistently over a long period of time will grow and prosper at a faster 

rate than the one that overlooks this very important point. So while 

■the human asset doesn't appear on the balance sheet, effective utiliza

tion of it makes more than a little difference in the profit picture.

All too frequently, management development appears to the cost conscious 

manager as an outgo program producing little in the way of measurable 

results. Possibly James C. Worthy's capital investment concept answers 

such critics most effectively. As Worthy suggests:
Executive development is very literally in the nature of a capital 
investment. Adequate provision must be made for the building of 
tomorrow's executive team just as it must be made for new plants, 
new machines, and new products. Management must set up deprecia
tion reserves for orderly replacement of obsolete plant and 
equipment and must accumulate capital for sound growth and expan
sion. By the same token, management must make orderly provision 
for the gradual replacement and strengthening of its executive 
staff. Tomorrow's business will suffer unless today's management 
makes an investment in future executives that is adequate for the 
future needs of the organization. An investment in executive 
development, if it is to be effective, is likely to be costly and 
management must reconcile itself to that fact. Furthermore it is 
an investment which should continue to be made year after year, 
regardless of good times or bad times.-*-
Based on the premise that if managers are to be developed, they must 

first be identified in the nonmanager state, and additionally on the thought 

that the rifle shot approach to development is more effective than the 

shotgun method, it is the purpose of this paper to discuss the various 

methods being used today to identify potential managers, and to determine 

to what degree the life insurance industry is making use of the available 

tools.

■̂ James C. Worthy, "Planned Executive Development: The Experience 
of Sears, Roebuck and Company," Personnel Series No. 137 (New York: 
American Management Association, 1951), p. 6.
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The material dealing with the various methods of early identifica

tion was developed through extensive library research as well as through 

personal experience and observation. The extent to which life insurance 
companies are making use of these tools is based upon a survey of the £0 

largest firms in the industry. In number of employees, the firms surveyed 

range in size from Prudential's £6,700 to Western and Southern's (Cincin
nati) 738.^ As might be expected, practices differ considerably on some 

questions depending upon the size of the firm, i.e., larger firms would be 

expected to and do use more sophisticated techniques than do some smaller 

firms. Consequently, for purposes of the study, the firms were divided 

into three groups according to number of employees': Group I included those
firms with 1,000 or fewer employees; Group II, those firms with from 1,000

\

to £,000 employees; and Group III, those firms with over £,000 employees.

The survey was conducted by means of a questionnaire (Appendix A) 
mailed to specific individuals (for the most part, personnel directors, 

manpower development directors, or training directors) in the selected 

companies. The initial mailing was made on September 2U, 1968. Within two 
weeks, 23 responses were received. A follow-up mailing in early October 
resulted in an additional 21 responses for a total of Uli or 88 percent.

Of this total, 32 or 61j percent represented usable responses for purposes 

of the survey. Of the 32 usable responses, 16, or £0 percent, were in 

Group I; 10 (31 percent) in Group II; and six (19 percent) in Group III.

^"The £0 Largest Life Insurance Companies," Fortune, LXXVII, No. 7 
(June l£, 1968), p. 210-211. The figures used by Fortune vary considerably 
from the numbers of home office employees reported by respondents to the 
survey questionnaire. The questionnaire figures were used as the basis 
for establishing the three groups referred to subsequently.



I . THE NEED FOR EARLY IDENTIFICATION

Is there a management shortage?— "There is no shortage of run-of-the 
mill aspirants for managerial jobs, but there assuredly is a shortage of 
candidates of the caliber needed today," vzrote Laurence A. Appley, presi

dent of the American Management Association, in his introduction to an 
AMA guide intended to improve the selection of managers.3 Although 
Appley was writing more than 10 years ago, the shortage of high caliber 
people with managerial potential is even more critical today. In fact, 

population changes reflecting the declining birth rate of the depression 

years reflect an actual .decrease in the 1965-75 decade for the management 
reservoir age group of 35 to LtU. At the same time, the 25-3U age group 

will increase by some UO percent which suggests that many organizations 
will need to rely on younger, less-seasoned managers. Obviously, time 
honored traditions requiring gray at the temples before a man earns his 

key to the executive washroom will have to be reconsidered by many a 

manager-hungry company, and the necessary speedup in management develop
ment iri.ll require equally tradition-shaking changes.

The fact that run-of-the-mill aspirants are in good supply, and will 

continue to be, points up one of the real organizational pitfalls in 
analyzing the need for developing competent managers. The problem of

Joseph Dooher and Elizabeth Marting (ed.), Selection of Manage
ment Personnel, Vol. I (New York: American Management Association, 1937), 
p. 7.
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determining management needs has somevrhat of an iceberg quality. The 

obvious need is small and visible and gives the illusion that everything 

is under control. This is especially true when all of the slots on the 

organization chart are filled without a great deal of consideration given 

the quality of the incumbents. And of course, if all of the slots are 

filled, some management thinkers see no cause for concern over events 

that will take place five, ten, or fifteen years in the future. Conse

quently, while a firm may appear on the surface to be adequately staffed 
with managers, beneath the surface may lurk a future frought with crip
pling managerial deficiencies because not enough is being done today to 
develop tomorrow’s leaders.

Yesterday’s techniques are inadequate.— While there appears to be 

little doubt that there is a greater need for people to manage than there 
are managers, and that this situation can be projected well into the 70s 
at the present time, many businessess find that even expanded recruiting 

and development efforts are not providing adequate solutions. One author

ity in the field suggests that the causes can be grouped as follows:

1. The fantastic expansion and complexity of every facet of our econ
omy today. Neither educational institutions nor industry's training 
and development programs can possibly wholly anticipate or cope with 
the enormity of this problem.

2. The failure of both management and educators to properly plan for 
the known future.

3. The misuse of the available manpower resources. The most striking 
examples of this are requiring experienced scientists and engineers
to perform tasks that could be done very adequately by more easily 
trained and available technicians or to have topnotch salesman do 
administrative chores that any clerk could do better.
h. The misuse or inappropriateness of the available training and 
development techniques. There are a host of such techniques —  
most of them developed through the research, experiments, and find
ings of our behavioral scientists —  whose worth has been proven.

5
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Unfortunately, in their haste to solve present problems, too many 
managements have jumped headlong and blindly into one or more pro
grams; then, impatient or disillusioned with the results, they've 
become distrustful and suspicious of all development methods.
They continue to use them because there is no alternative, but they 
do so unenthusiastically and in a manner or mood which often defeats 
a program before it has had a chance to prove itself.^
While these headings diagnose the ailments of development efforts 

generally, they also point up the need (especially points 3 and U) for 

the particular segment of the management development problem we are most 
concerned with, the early identification of managerial potential.

Identification is but one element of the many-faceted mahpower plan

ning management development effort. It is, of course, not a development 

activity, per se, but is concerned with "who" is to be developed. In seme 

organizations the identification process is a systematic, formal procedure 

practiced with religious fervor. In others, it is more drift than design 

and based upon the premise that "the cream will rise to the top." Be

cause the first may lack flexibility and the latter anything resembling 

a systematic approach, it is questionable whether either of these approaches 
is worthy of consideration, but much depends on the organization, its 
needs and its resources. The problem, as we earlier pointed out, is that 

the rapid expansion and increasing complexity of business since World War 

II have left us with a chronic shortage of management personnel and the 

traditional methods of selection based mostly on observation of perform

ance are no longer adequate.

Just one magic power.— Commenting on the seriousness of the situation 
in a recent article, Robert Albrook suggests:

^"Management Development: The Constant Battle," Men and Management, 
No. 203 (October, I968), p. 1.
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If American business executives could ask for a single magical power, 
the wisest might well choose a sure way to identify the twenty-to- 
thirty-year-olds who are most likely to succeed them. With that 
power, they could give tomorrow’s managers a headstart on training 
and job rotation. The loyalty of young "comers" could be sustained 
by early recognition. And the paths to executive advancement would 
not be clogged by men of mediocre promise.'’
The LOMA study.--The life insurance industry over the years has dis

played more than a passing interest in these matters. In fact, the Life 
Office Management Association is currently engaged in a long-range study 

concerned with the development of selection techniques aimed at the early 
identification of managerial potential in recent college graduates. This 

project began in 1955 with the announced objective of determining (1) 

what elements are common to certain classes of management jobs, (2) what 

qualifications a recent college graduate should have to perform satisfac

torily on a management job with these elements, and (3) what tests or 
other selection instruments would predict an applicant’s potential to 

attain management jobs eventually. Since it has required several years 

to compare predictions made during the selection process with actual re

sults achieved when those tested attained management jobs, this study is 

just now reaching the point where final conclusions are being drawn. 

However, preliminary findings were released several years ago and a num
ber of these will be cited in this paper.^

Speaking at a personnel forum conducted by the same association in 
1967, a key executive of one of the major life insurance companies pre
dicted that:

'’Robert C. Albrook, "How to Spot Executives Early," Fortune, LXXVII, 
No. 1, (July, I968) p. 106.

^Life Office Management Association, "Selecting Potential Managers,
A Progress Report," Personnel Administration Report No. 2h (New York:
Life Office Management Association, I96U) p. 1.
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...in the next 10 years we will sell as much life insurance as had 
been sold in 150 years, and the fact of the matter is, if we accept 
this, we can't get enough people to maintain our share of the market 
— a more sophisticated, higher-income, better educated, more mobile 
market...but we have some very, very able people, and wre must identify 
them as quickly as we can because we probably are going to need them 
faster than they are going to come along in the normal course of 
events.7

Formal or informal approach?— .While the life insurance industry has 

long been interested in management development, over two-thirds of the 
largest companies are not firmly commited to a formal approach. In re

sponse to the question, "Does your organization have a formal or informal 

approach to management development?," 29 of the hi largest life insurance 

companies'replying answered "informal."® Twelve companies answered "formal" 

and as would be expected, seven of these were the very largest companies 
employing more than 5,000 people. Thus the 30 percent of life insurance 

companies conducting formal programs actually fall considerably below the 

h5 percent of the respondents to a survey among general business firms 

who indicated they use a formal type of management training.9 This survey, 

conducted by Western Michigan University, also reported that one-third of 
the firms surveyed used an informal type and the remaining 22 percent 
used a combination of the two.

That the life insurance industry would lag behind industry in general

^Life Office Management Association, Proceedings of Personnel Forum, 
(Chicago, 1967), p. 71-72. ------------------------------

O°While on most questions only 32 usable responses have been tabulated, 
a number of firms indicated an inability to participate in the survey for 
one reason or another. Several of these did indicate in their reply the 
degree of their commitment to a management development program.

^Survey conducted by Western Michigan University, Kalamazoo, Michigan, 
among 75 companies in various industries in lb states. Results reported 
in "Trends in Management Training," Administrative Management (February, 
1967), p. 16. ~
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in this respect is, to say the least, surprising. Few industries have 
offered more in industry education, which would seem to establish a solid 

base for management development. Possibly, the disparity lies in seman
tics and defining terms, but the point is that while the industry has 

displayed a lively interest in management development techniques, many 

individual companies have adopted a rather complacent attitude about such 

activities. This is not to say that those organizations using an infor

mal approach are doing nothing, but it is interesting to note that with

out an organized approach, manpower planning/management development activ

ities are much reduced. Of course, no industry functions in isolation in 

developing future executives. Insurance companies are seeking and devel

oping the same kind of people who are potential leaders in oil companies, 
utilities, steel makers, food processors, electronic manufacturers, and 

every conceivable type of business enterprise. In competing with these 
other organizations and, among ourselves, the more purposeful and goal- 

directed we can make our programs, the more likely they are to produce 
desired results.

What are the alternatives?— Before discussing the various types of 

early identification methods included in the author’s study, we should 

consider the alternatives to early identification. There are probably 

two basic approaches to having the necessary number of managers on hand 

when they are needed. The first, and probably most prevalent in those 
firms not concerning themselves with manpower planning is a sort of man
agerial Darwinism that leaves development of managers almost completely 
to chance. The other basic alternative is the "we’ll hire 'em when we 
need ’em approach," which very simply takes the viewpoint that when you
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need a manager, that’s the time to hire one.

Neither of these approaches recognizes the need for planning, nor do 

they offer any solutions, either to the firm or to the economy as a whole, 

for coping with the shortage of managers. The first approach simply assumes 

there is enough talent going in at the bottom, that it is challenged and 

recognized to the extent necessary to sustain it during several years of 
nonmanagerial activity, and that what eventually emerges has the qualities 
and abilities necessary to manage. The "hire ’em when you need ’em" approach 
may succeed in getting better managers than the "survival of the fittest" 

method, but they are usually considerably more expensive, they oftentimes 

command a heavy toll in organizational morale, and frequently enough the 

relatively short time in which such hiring decisions must be made, pro

duce some rather inadequate results when compared with the advantages of 
being able to select from a well-developed group one has observed over a 
period of years.

The fact that the alternatives offer little is not the only reason 

for being concerned with early identification, however. There are a num

ber of advantages to an organized managerial identification effort. With

out a reasonably systematic approach, it is obvious that picking talented 

young men for promotion out of the crowd, offers no more than a 50/5>0 

chance that they will succeed. For too long, in most of industry, early 
promotions have been experimental, sink-or-swim exercises, men are chosen 

on the basis of subjective impressions and hunches, often misleading per
formance in nonmanagerial jobs, or even old school ties.

The advantages of early identification.— Contrast this with the orderly 
identification of men with potential using several techniques that can pro
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vide the necessary facts for giving an overall assessment of an individual 

related to the skills and abilities actually needed to manage. And early 

identification can be used not only as a basis for promotion and the deci

sion to in.vest additional training and development activities in such indi
viduals, but knowing the range and depth of upward potential in the work 

force has several additional advantages. The number of new college grad

uates that need to be recruited, the selectiveness of employment standards 

for new noncollege employees, the opportunity that can be promised to non

management people on advancement into management, the degree to which the 
organization can depend on home-grown management, are all questions that 
can be answered when potential managers have been tagged.

What is a manager?— When we speak of managerial potential, precisely 

what are we looking for? Of course, in the traditional view, managing in

volves planning, organizing, staffing, directing and controlling. Lawrence 
Appley, says very simply "a manager is one who gets things done through 
others." He comments further that:

Management skill is unlike any other skill.
Managers require particular qualifications and preparation.
Well prepared as they may have been at one time, managers must 
make a continuous and conscious effort to keep broadly informed 
and up to date on new developments.-0

In this sense, we see management as a skill in itself; skill in the 

management functions of planning, organizing, staffing, directing, and con

trolling. The big difference as a man becomes less a technician, less a 

specialist, and more a manager is the change of emphasis from personal pro
duction to production through others. As Appley continues:

It is obvious that no manager at any level can be a mere specialist.

■^^Dooher and Marting, p. 5 .
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The very fact that he has people working for him makes him a person
nel man; to the extent that he operates under a budget, he is a finance 
man; and, no matter what his position, he is at all times a public 
relations man. To his company, in short, the well-rounded manager is 
a priceless asset. And we are coming to realize more and more that his 
competence and his value to the organization will increase to the 
degree that he is (1) carefully selected, (2) specifically trained for 
the job he is to do, (3) continually kept up to date in his field of 
activity, (JU) guided in expectation of future opportunities, and (5>) 
adequately rewarded.^

In the life insurance industry, the Life Office Management Association 

study mentioned earlier attempted to determine the types of job activities 

involved in middle-management jobs. Six different types of basic activities 
were identified and according to the study, are present in varying degrees 

in all life office middle-management jobs. These activities are: (1) in
terpretation and analysis in specialized technical operations, (2) super-l
vision of production work, (3) broad administration —  planning and control, 
(U) maintaining company relations with the public, (5) research and devel

opment, and (6) personal interaction and coordination activities.-5-2

The qualities we're seeking.— This defines the fundamental management 
job in terms of the activities involved, but what are the characteristics 

thought to be desirable in the potential job holder, the future executive? 

What kind of people are we looking for? The author's questionnaire listed 

ten personal characteristics considered important qualities for potential 

executives to possess. Respondents were asked to rate them in order of im

portance, and to rate only those considered significant in the respondent's 

firm. The ten characteristics are appearance, intellectual ability, leader-

■^Ibid., p. 6.

Life Office Management Association, "Selecting Potential Managers,"
p. lln

12 •
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ship ability, willingness to take risks, loyalty, drive, initiative, ambi

tion, aggressiveness, and organizational ability.

Twenty-seven of the 32 usable responses completed the ranking of char
acteristics. The rankings were weighted giving ten points for first in 
importance, nine points for second, etc. In all three size groups, the 
first four places were identical with leadership ability ranked the most 

important quality; intellectual ability ranked second; initiative, third; 

and organizational ability, fourth. The exact position of the other char

acteristics varied depending upon size group as indicated in the table 

shown in Figure 1.

In number of times mentioned, leadership also led the way being men

tioned by all 2? respondents completing this portion of the questionnaire. 

Intellectual ability was mentioned by 26 respondents, initiative by 22, 

and organizational ability by 21. Figure 2 shows the percentage of com
panies mentioning particular characteristics.

Respondents were also asked whether or not any research or studies 

had been made by the respondent's firm to determine how important these 

characteristics are to effective executive performance. In no case, had 
such studies been conducted.

There is some doubt, however, that we always act as rationally and 

as objectively as we might hope. Psychologists say that it is easy to 

be overinfluenced by good looks. Most people unconsciously tend to give 

an edge to "clean cut" men and attractive women. One writer on the sub

ject offers an interesting bit of evidence:

Notice how much more impressive in appearance are the men at a con
ference of business managers (nearly all of them, mind you, picked 
by some other person) than the men in almost any group picked solely 
for objective accomplishment (Nobel Prize winners, distinguished



PERSONAL CHARACTERISTICS CONSIDERED IMPORTANT 
FOR POTENTIAL EXECUTIVES
(RANKED IN ORDER OF IMPORTANCE)

ALL
COMPANIES

1 LEADERSHIP
2 INTELLECTUAL ABILITY
3 INITIATIVE
4 ORGANIZATIONAL ABILITY
5 DRIVE
6 AMBITION
7 LOYALTY
8 AGGRESSIVENESS
9 APPEARANCE

10 WILLINGNESS TO TAKE RISKS

GROUP 1 GROUP II GROUP III

1 1 1
2 2 2
3 3 3
4 4 4
6 5 5
5 6 9
7 7 8
7 9 7
9 10 6

10 8 10

FIGURE 1

PERCENTAGE OF COMPANIES MENTIONING

LEADERSHIP 
INTELLECTUAL ABILITY 

INITIATIVE 
ORGANIZATIONAL ABILITY

DRIVE 
AMBITION 

LOYALTY 
AGGRESSIVENESS 

APPEARANCE 
RISK TAKING

100%
9 6 %
8 1 %
7 7 %
63%
59%
5 5 %
5 1 %
5 1 %
4 4 %

FIGURE 2
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authors, or Olympic track champions). Indeed, when a magazine lays 
before us a collection of pictures of the truly great in any field, 
we are nearly always startled to see what an unimpressive lot they 
are before the camera.13

The author goes on to point out that favoring men for their charm can 

be an even greater fallacy because it is more easily rationalized. Many 

will stoutly defend a choice based on "good personality," whereas hardly 

anyone will admit picking a man for his good looks. Yet the error in 

either case is the same —  placing too much weight on a superficial trait. 

The real point here, of course, is that before a trait, or characteristic 
becomes a consideration in identification or selection, one should look 
at it objectively in terms of how really necessary it is to a manager. 

Getting back to the personal characteristics most desired in life
i

insurance executives, it is interesting to note that while none of the 
companies have conducted research to support their opinion, one study of 

l,it2? managers and executives in varied industries found the same five 

characteristics significant for all levels and types of managers.-^
We can assume from this that in assessing the managerial potential 

of an individual in a life insurance company, in our tests, interviews, 

and day-to-day observation of a candidate's performance, we should be 

looking for evidence of leadership experience, a high level of intelli

gence, display of initiative, and sign of organizational ability. Drive 

would also seem to be an important quality, and to some extent, ambition; 

but loyalty, aggressiveness, appearance and willingness to take risks

^Harold Mayfield, "Executive Selection: How many Points for Charm," 
Management Review, LV, No. 2 (February, 1956), p. It—5.

•^Laurence Lipsett and Mahlon Gebhardt, "Identifying Managers," Per
sonnel Journal, XLV, No. it (April, 1966), p. 205.
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would all be of lesser importance. This ranking would not seem to deviate 

too far from what might be expected with the possible exception of the very 

low rank given to "willingness to take risks." Since decision-making is a 

key activity of managing, and since decision-making is risk taking, it 

would seem that the risk-taking quality would be a rather desirable man
agement quality, at least midway in the list.

Is education a requirement?— In terms of education, 13 life insurance 
companies of 32 responding require a specific educational level for man

agement candidates. Nine of these require a bachelor's degree, while one 
requires some college. Three require at least high school and it is assumed 

that the remaining 19 have no rigid requirement in regard to educational 
level (Figure 3).

Fifteen of the 32 responding companies have a preference for certain 
degrees or majors (Figure U). Respondents were asked to rank their prefer

ences in order. These were weighted giving first choices three points; 

second choice, two points; and third choice, one point. Business adminis

tration was by far the most preferred degree, with liberal arts and math

ematics in the runnerup spot. Economics, accounting and finance were also 

mentioned as being preferred by a relatively small number of firms. The 

most preferred degrees and the percentage of companies mentioning each are 
shown in Figure S>.

Only five of the 32 firms adhere to a minimum acceptable grade-point 
average for candidates with a college background. Four of these specify
2.0 and one requires 2.5.

Most of the firms with higher education requirements or preferences 
are in Group I, which would seem to indicate the smaller firms tend to



REQUIRE CERTAIN LEVEL OF EDUCATION 
FOR MANAGEMENT CANDIDATES

GROUP I 
GROUP II 
GROUP III

56%

FIGURE 3

GREATER PREFERENCE FOR 
CERTAIN DEGREES

g r o u p  i 62%

GROUP II ■ ■ ■ ^ ■ ■ ■ 4 0 %
GROUP III 16%

FIGURE 4

BY THOSE PREFERRING CERTAIN DEGREES, 
THOSE MOST IN DEMAND ARE

BUSINESS ADMINISTRATION 
LIBERAL ARTS 

MATHEMATICS 
ECONOMICS 

ACCOUNTING 
FINANCE

9 3 %

FIGURE 5
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be more rigid in this requirement than the giants. It is possible that 

the smaller firms, having a need for fewer managers, can be somewhat more 

selective. Another possibility might be that the larger firms are more 

inclined to use some of the more sophisticated selection techniques and 
consequently tend to rely more on the total evaluation of the individual 
rather than on rigid requirements in any one factor.

These then are the essential characteristics we are attempting to 

identify in the process of selecting managers. To actually identify these 
factors in managerial candidates, we have several tools or devices at our 

disposal. The most commonly used of these for early identification are 
interviewing and psychological testing. A number of more sophisticated 

organizations are now uqing simulation in the form of management games 
and at least one major utility company has developed assessment centers 

which are a combination of interviewing, testing and simulation over a 

short, intensive period under close observation. In situations where the 

candidate may be observed over a relatively longer period of time, evaluation 

of performance on nonmanagerial assignments (or time reducing special 

assignments) is probably the most universally used of all managerial potential 

identification techniques. In the next section, we shall examine each of 
these techniques in detail especially noting to what extent they are used in 
the life insurance industry.



II. THE TECHNIQUES OF EARLY IDENTIFICATION

The interview as a predictor of success.— The interview in its most 
basic and broadest form is a means by which human relationships are estab

lished and developed. It is a tool of wide and varied use in business and 
has applications ranging from simple, brief man-to-man encounters with 

little in the way of a specific objective to in-depth assessments requir

ing a good deal of time and an interviewer who is a highly trained profes
sional.

Interviews resulting in predication of performance, which is the 

essential distinction when the interview is to assist in the identifica

tion of managerial potential represents a rather advanced use of the inter

viewer's art and consequently requires a highly trained specialist.

Even among professionals, there are many arguments pro and con con

cerning the effectiveness of the interview as a basis for predicting suc
cess. This has been especially so when the jobs in question are those in 

the management ranks. In fact, "the experience of companies hiring for 
their management ranks on the basis of the interview alone indicates that 

the interviewer was wrong in his predictive judgment almost as often as 
he was right," reports one authoritative source.^

While forecasts of subsequent job success on the basis of the pre
placement interview have not been too dependable, Glenn Bassett suggests

1^"A Case for Psychological Testing," Part I, Men and Management,
No. 1?0 (January, 1966), p. 2.
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that results depend to a great extent on interviewer training:

The forecasters have been alternately criticized and praised. The 
degree of accuracy achieved, however, appears to depend predominantly 
on the extent to -which the interviewers have been adequately trained. 
Are they fully experienced, or have they only a casual background in 
the necessary skills? When an interviewer is systematically trained, 
and when he is given an opportunity to obtain real depth of experi
ence in the application of his techniques, his predictions can be 
surprisingly good. -*-6

Bassett, who directs his book on interviewing to the line manager 

suggests only that the manager avoid hasty predictions of probable success 

or failure and concentrate more on establishing a relationship with the 

candidate. "Forecasting," he suggests, "should be left to the profession

als and the manager should seek their competent assistance as needed.

A question on interviewer training was included in the author’s ques
tionnaire. Sixteen (or 76 percent of the companies using interviews for 
the specific purpose of identifying managerial potential) replied in the 
affirmative to the question, "Are these interviews conducted by a person 

especially equipped by education and training to conduct such interviews?" 

Asked to elaborate on the particular type of training involved, typical 
statements were:

A college graduate who has taken the American Management Association 
course.

Management personnel do the interviewing. No specific educational 
background or type of training is required. The important consider
ation is evidence that the individual can assess potential.

Master of Arts in Psychology.

MBA in Personnel Management supplemented by university and industry 
association courses.

On-the-job personnel training.

^Glenn A. Bassett, Practical Interviewing: A Handbook for Managers 
(New York: American Management Association, 1965*) p. lhS^9»
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Master of Arts in Industrial Relations and consulting psychologist. 

While most of the respondents answering this question were no doubt 

sincere in their response, many of the backgrounds and types of training 
‘cited causes one to wonder if the "especially equipped" person in several 

instances is actually qualified to make judgments concerning future success 

of candidates, or just happens to be a person conducting routine employment 

interviews.
Interview quality depends on the interviewer.— As Theodore Hariton

points out in a rather definitive article on the subject, the quality of

interviews as a management selection device depends mostly on those who

do the interviewing. Hariton says:
The intensive or depth interview of supervisory and executive candi
dates, whether they be applicants or present employees, represents 
the most critical step in the whole selection procedure. Here all 
relevant information about the person is brought together and 
assessed, and in many cases the final selection decision made. The 
task of evaluating executives is difficult and demanding. Good inter
viewing is an art, and as such requires psychological sophistication 
and knowledge of interviewing techniques. Thus, before any company 
attempts to set up a comprehensive selection program for supervisory 
and executive personnel, it should first make sure that the men who 
head up the program are well qualified for the job. '
Hariton illustrates the interviewer*s dilemma in terms of selecting

the more limited candidate who may have the experience needed for the job

at hand as opposed to the less experienced person who has great potential.

He continues:
Frequently, the interviewer is faced with the necessity of deciding 
between a person whose basic abilities and formal training are sub
marginal but who has a wealth of practical experience, and a candi
date who has strong native talents and a broad education background

■^Theodore Hariton, "The Intensive Interview of Management Candidates," 
Selection of Management Personnel, ed. M. Joseph Dooher and Elizabeth Mar- 
ting (New York: American Management Association, 1957), p. h78.
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but limited experience. The first man is in a better position to 
make an immediate contribution to the company, whereas he may not 
have good potential to advance further in the organization. The 
second man has the capabilities to progress far and assume heavy 
responsibilties, but is less well qualified at present for the 
specific opening.-*-®

This is an illustration of the one essential difference which sets 

apart the interview conducted to assess managerial potential as opposed 

to the interviewers attempt to match an individual with a particular job 

as is done in routine employment interviewing.

While this is not intended to be a treatise on "how to interview," 

when one recognizes and appreciates the value of a well-conducted inter
view in executive selection, it naturally follows that structure and form
take on added significance. Allen Burr recently categorized the basic

!
questions of the executive potential interview. His concise, yet thorough
presentation is worthy of emulation:

I. Basic Characteristics

Strong points-business and personality 
Agressive— use a scale of 0-99 
Persuasive— use a scale of 0-99 
Introvert/extrovert--same scale, ambivert at $0 
Shortcomings— nobody is perfect 
Work habits— systematic, orderly?
Perfectionistic? To what degree?
Detail— like, tolerate, dislike?

II. Thinking

Approach-cautious, detailed, off-the-top of the head, combination? 
Maintenance of opinion— stubborn, change grudgingly, readily, too 

easily?
Suggestibility/deference--easily influenced by power figures? Over

ly respectful?

III. Temperament
Frustration/irritability— react strongly to petty annoyances, more

18'Ibid., p. U8o
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than the average, less?
Temper— how much, how displayed?
Disposition— even, wide mood changes, generally "up"?

IV. Interpersonal Relations
Frankness in business— Kow much? Enough?
Frankness (personal)
Mistakes— How do they affect? Hard/easy to admit? to self? 

to others?
Criticism— Sensitive to it? Reaction if unjustified?

V. Tolerance

How sympathetic to problems of others?
How sympathetic to their idiosyncrasies and their beliefs?
How self-centered?

What kind of boss? Tough, average, lenient, overly demanding?

VI. Self-confidence

Basically how self-confident?
Overly self-copfident?
What could be done to raise level, improve in what business areas? 
How self-critical? Too much? If not enough, why not?

VII. Long Range Goals

Considering age, education, background and experience, how does 
career to date rate with peers?

Made any career mistakes? What were they?
Actively looking? Any offers? What type company and functional 

level?
Any clear definition of ultimate assignment?-*-^

Burr's plea is for a planned and purposeful interview aimed at answer

ing the basic questions about the subject. He suggests:

The interview is still virtually all we have to go on in this whole 
vexatious business of selection. In order to make it count, it must 
be penetrating as well as purposeful. To avoid pointless rambling, 
it must be planned to provide answers to these questions: How much 
man have I here? What kind of man is he? Although the questions you 
ask will be business, not personally oriented, you will have an op
portunity to gain a broader insight by the manner in which he responds. 
Your tools, it must be emphasized, are your eyes and your ears—  
not your mouth. Before you start selling, you must learn about

-^Allen P. Burr, "Executive Selection: Short Cuts That Short Circuit," 
Personnel Journal, XLVII, No. 11 (November, 1968) p. 783.
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what you'll be buying....We have not indicated how these questions 
should be phrased or in what order they should be asked, for this 
is largely a matter of personal taste. Every person must develop 
his own style which will draw the candidate out, provoke his com
ments, and clearly demonstrate your interest. The only important 
warning is this: keep it relevant and firmly focused on the world 
of business. 20

The Life Office Management Association report on selecting potential 
managers also offers three cautions to be kept in mind by interviewers 

in making judgmental predictions. The report points out:

1. In making any prediction, all the information about the applicant 
should be reviewed. To answer a question about how the applicant 
will make decisions, for example, the interviewer should review how 
the applicant decided whether to go to college, which college to 
choose, what jobs to seek, which girls to date, whether to leave 
home, and what finances he needed; what his former bosses and pro
fessors have thought of his decisions; and so forth.

2. Behavioral trends, not isolated events, should be the basis of a 
prediction. Ordinarily, scattered bits of information will lead 
to contradictory predictions. What is the overall pattern? If 
a pattern or trend cannot be established, the interviewer should 
try to gather more information. If that is impossible, no rating 
should be made.

3. An interviewer’s own background strongly affects his interpreta
tions. For example, a high school graduate is not as likely as
a college man to feel that education is important. An interviewer 
raised in a poor family often believes that a candidate from a 
rich family will not be a hard worker.21

The predictive interview in life companies.— In the author’s survey,

21 companies (65 percent of the usable responses) indicated that they used 

interviewing for the purpose of identifying managerial potential (Figure 6). 
There seemed to be no relationship between the size of firm and this fac
tor with 81 percent of the Group I companies using interviews, only hO per

cent of the Group II companies, and 6l percent of the Group III companies.
Of those firms using interviews, 5? percent use a structured interview

^Ibid., p. 78)4-6. ^LOMA, "Selecting Potential Managers," p. 9 .
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so that essentially the same questions are asked of all candidates. In

the smaller firms, 6l percent of the companies follow this practice, while
in both Groups II and III, 50 percent of the firms do.

Respondents were asked to comment on the value of interviewing as a
tool in the early identification of managerial potential. While some users

saw only limited use for the interview in this respect, opinion generally

was heavily weighted in favor of interviewing. Typical comments were:

Increasingly important \vith restrictions on use of tests and limited 
value of test results.

Perhaps the greatest significant single factor outside of work record.

Depends on the interviewer's skill, but can be outstanding as a tool.

The best tool of all...the interview can be an insight into attitude, 
decision-making, leadership and ability to communicate.
Their limited validity is recognized, but they do contribute to total 
man evaluation.

Interviewing— in skilled hands, a valuable tool.— Those companies 
using interviewing in the early identification of managers seem to believe 

that it is a tool of value. In fact, it would appear that interviewing is 
so basic to making any kind of judgment about people, that the surprising 

statistic in this regard, is that 35 percent of the companies indicate they 
are not conducting interviews of this kind.

Interviewing, of course, offers no magic formula for predicting suc

cess in management. By its very nature it is a subjective procedure re

quiring finely honed skills and the exercise of keen judgment on the part 

of the interviewer. He must mentally weigh the candidate's strengths and 
weaknesses in terms of the future needs of the organization and make a de

cision based on whether or not the gains to be realized justify the risks. 

Certainly, as one authority cautions, the interviewer must make his judg-
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ment realizing "that no one individual has all the desirable character
istics for managerial work, nor do successful managers conform to a single 

pattern. However, by following a systematic approach in evaluating can
didates, selection errors can be significantly reduced.

Interviewing, however, is but the first of the tools that we shall exam

ine for identifying managerial potential. While the interviewer's judg

ment will always be a significant consideration in this process, there 

are other tools which can add a somewhat more objective viewpoint to the 
total assessment of an individual. The most widely used of these is the 
pencil-and-paper test which we shall take up next.

Testing pro and con.— Probably the most controversial aid in the 

assessment of people is, the psychological test. From claims that they 
invade the privacy of the individual, to fears that they tend to empha
size and encourage conformity, to questions of value and validity, the 

detractors of tests loudly argue that there are better, more dependable 

methods of selection that simply make testing unnecessary. On the other 

side of the coin, there are countless studies to show that wherever appro

priate testing has been included in the selection process the effective

ness of that process is increased. In any event, more and more employers 

are finding tests of one kind or another helpful in making decisions con

cerning not only employment, but in identifying candidates for future 
development.

Perhaps the controversy is more among the politicians and the jour

nalists and the magazine writers, and through them, the public at large, 
rather than among the professionals most responsible for making selection

27

^ ^H arito n , p . £06.
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decisions. Or possibly the quarrel is with the idea of attempting to 

reduce a human being to a statistic which says "yes" or "no", "go" or "no 

go", to an individual's future. Certainly, testing has been discussed 
considerably because it makes good copy, but as for the concept that test 
scores become the determining factor in the selection process, one would 

be hard pressed to find a proponent of testing who would see it used to 
the exclusion of such other selection devices as interviewing and perform

ance rating.

While there is probably no single, neat definition of psychological 
testing, and this contributes to the controversy and general indictment, 

for the purposes of this paper we will concern ourselves essentially with 

the pencil-and-paper approach as opposed to the projective tests which 

must be administered and interpreted by a highly skilled professional.

Tests establish statistical guidelines.— 'While pencil and paper tests 

offer real advantages from the standpoint of cost, ease of administration, 
and time required of the individual being tested, the user should also be 

aware of their limitations. Probably the greatest disadvantage of such 
tests is that they are designed for statistical, rather than individual 
prediction. What the test administrator is actually able to say with 

reasonable assurance is, "Of the ten candidates who have a satisfactory 

test score, you can expect eight to be successful managers!' He cannot 
say with confidence, however, that any one of the ten candidates will be 

a successful manager. This shortcoming need not be an obstacle if the test 
user keeps in mind that the scores can never be used in an absolute way, 
and that the test score can at best be a guide considered along with 

everything else known about the candidate. We should note at this point
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that in the author*s study of the fifty largest life insurance companies, 

of the 2li companies indicating they use tests in management selection, 

not one said that they had established critical scores which automati

cally eliminate nonqualifiers from further consideration. In fact, only 
seven had established critical scores at all. These seven indicated the 

critical scores were not rigidly adhered to, but were only a consideration 

depending upon the candidate's other qualifications. And by far the 
largest number, 17 or 70 percent of those using tests, answered that test 

scores are used only as an additional source of information about the 
management candidate, but carry no more weight than such other consider
ations as performance on nonmanagement jobs, educational background and 
others. i

The role of tests in identifying managerial potential.— Very briefly 

then, exactly what can we expect of tests if they are carefully and properly 

used? While there are numerous possibilities, these three seem most sig
nificant:

1. Tests can discriminate between "better" and "not so good" candi

dates by relating an important variable or characteristic to 
eventual performance.

2. Tests provide objective norms that supplement the "feel" or sub
jective norms that most interviewers develop.

3. Tests provide a measure of abilities, skills, or aptitudes that 
can not be obtained from any other procedure any other way.

If there is still any doubt concerning the value of testing, and in 
my opinion it is a clearly worthwhile tool when properly used, Saul Geller- 

man pinpoints 11 conditions which should be met to enhance the probabil-
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ity that testing will be a valid procedure in any specific instance.

These are appropriate to the managerial potential problem and would seem 

to suggest that testing should be an established part of any early iden
tification effort. Gellerman's 11 points are:

1. A high proportion of the available candidates is unlikely to meet 
the performance standards of the job.

2. Alternative methods of evaluating candidates are not equally valid 
or do not measure the same attributes as tests or do not measure 
them as well as tests or are less convenient, acceptable, or econ
omical than tests.

3. The test in question has been shown to be valid (that is, signif
icantly correlated with an independent measure of job performance) 
in a recent study of a sizable sample of the present employees of 
the specific company in which it is being used.

h. It is understood by those who will make the selection decision
that test results, no matter how they are expressed or interpreted, 
are always an actuarial estimate of the likelihood of job success 
for all persons attaining similar scores and never a specific pre
diction for a specific testee.

5. The test results are therefore treated as only a part, and by no 
means an infallible part, of the total information on which the 
selection decision is to be based.

6. The personnel manager is mindful of the relation between the valid
ity of the tests he is using and the available supply of qualified 
candidates and moves his cut-off point up or down in order to 
minimize both the selection of unsuitable candidates and the rejec
tion of suitable ones.

7. Where "fakable" tests or tests with questions that are unrelated
to the job are used, there is statistical evidence that these char
acteristics do not seriously detract from the tests' validity, 
range of usefulness, or acceptability to the testee.

8. The tests are valid for at least the majority of persons who are 
likely to take them, including "significant minorities," when 
there is a need to identify these reliably.

9. The tests are economical of time and money, in relation to the 
importance of the job being filled.

10. Reliable information on the applicant's performance in a job
comparable to the one he is being considered for is not already 
available.
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11. The applicant is a genuine candidate who may actually be selected 
for the opening.^

Gellerman suggests that these may be rather formidable conditions,
but before we say they are too formidable, we should expose all other
available methods of evaluation such as interviews, reference checks, and
so on to an equally rigorous appraisal. He continues:

If this were done, I think it would be apparent that tests are a 
considerably more effective procedure, xdien used in appropriate cir
cumstances, than their detractors would have us believe, despite all 
their criticism. I would insist, however, that where any of these 11 
conditions is not present, there is a very good chance that testing 
is not worthwhile. So rather than waste further time anxiously in
quiring whether the last UO years of industrial psychology have been 
one huge mistake, I believe we should busy ourselves with the more 
practical task of using tests as appropriately as we can and moving 
ahead much more vigorously than in the past to refine and improve 
them. 2 J
The LOMA study.— ( Included in the Life Office Management Association 

research project mentioned earlier is a battery of tests measuring aptitudes, 

skills, interests, and personality characteristics that might be related to 

the types of job activities involved in middle management jobs in life 
insurance companies. The battery includes five published tests:

1. The Thurstone Test of Mental Alertness, Form A. Science Research 
Associates, Chicago.

2. Closure Flexibility (Concealed Figures), Form A . Education-Indus
try Service, Chicago.

3. The Kuder Preference Record, Vocational, Form CH. Science Research 
Associates, Chicago.

U. The Employee Aptitude Survey, Test 7, Verbal Reasoning, Form A 
Revised. Psychological Service, Inc., Los Angeles.

23Saul W. Gellerman, "Personnel Testing: What the Critics Overlook," 
The Personnel Job, ed. Jerome W. Blood (New York: American Management 
Association, 196li), pp„ 295-6.

2111 bid., p. 296
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5. A reading comprehension test, developed by Edward B. Greene at 
Chrysler Corporation, and borrowed with his permission for ex
perimental usage.

These tests, along with three others developed by the committee con
ducting the study, have been given to over 800 college graduates and when 

preliminary results were released in I96I4, the Thurstone Test of Mental 

Alertness, showed a positive correlation when related to supervisory 

evaluations. The reading comprehension test, the verbal reasoning 

test, and the concealed figures tests showed some relationship to super

visory evaluations and salary progress, but not as consistently as the 

TMA. Results on the other tests in the battery are as yet inconclusive.

Several additional analysis of this material reflecting progress of 

the tested men to management positions are currently being made with.a 

progress report to be made in early 1969. This study promises life in
surance companies the possibility of a useful test battery that has been 
validated based upon the particular activities found in life office man

agement jobs. It could be extremely helpful in future identification of 
managerial potential.

Meanwhile, 25 respondents (78 percent) of the 32 usable responses 

to the author's questionnaire indicated they are currently using tests 

as a means of identifying managerial potential. Taken by size group, 12 

(75 percent) of the Group I companies, 7 (70 percent) of the Group II 

companies, and 6 (100 percent) of the Group III companies are using some 

form of test for this purpose (Figure 8). Tests are used most frequently 
prior to employment for the purpose of measuring intelligence. In fact, 
every company involved in testing used tests in this way (Figure 9).

25LOMA, "Selecting Potential Managers," p. ll.u
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The 25> companies using tests mentioned 23 different tests and five were 

mentioned three or more times. These were:

Test Times Mentioned
Wonderlic 8
LOMA Form 1A 7
LOMA Form 2A

IBM Programmer Aptitude k

Actuarial A.ptitude 3
Do these tests fill the need?— Those firms using tests expressed 

only mild enthusiasm in evaluating performance of the tests they are pres

ently using. Of Ii9 evaluations on an excellent/good/fair basis, there 

were only five rating,of "excellent", and these were confined to two tests. 
There were 31 "good" ratings, seven "fair", and six with no evaluation 
given.

This would seem to suggest that while at this point, tests are rather 

widely used by insurance firms in attempting to identify managerial poten

tial, there is no general agreement on any one test that seems to fulfill 
this purpose best, and most of the tests being used receive something less 
than an unqualified endorsement from their users. The quality most firms 

are attempting to measure in this respect is intelligence or mental abil

ity (Figure 10), but there appears to be enough vagueness and uncertainty 

in responses to the question on the precise factor or quality being measured 
that the author is inclined to believe that many test users are not very 
certain of the precise quality they are attempting to measure. There seems 
to be a need for definitive research in this area and the studies currently 

being conducted by the Life Office Management Association cotild make a



substantial contribution in providing the industry with a reliable and 

valid test battery designed especially to aid in the selection of manage

ment personnel.

Performance...the universal identifier.— Without a doubt, the most 
widely used, the most dependable, and the most obvious of all identifiers 

of managerial potential is job performance. Some say it is not only the 

best, but the only effective way to determine the people who will be the 
future executives of an organization, and in the final analysis, they 
may be right, but the question becomes one of time and the need for earlier 
identification.

Certainly, in observing a man’s actual performance while he works, 

one learns a good deal about his talents and abilities and attitudes and 
skills, and based upon these, over a period of years, a skillful observer 

should be able to make rather reliable judgments about what might be ex

pected of the man. Few will quarrel with that as a practical concept, 

but in addition to being the most accurate and dependable method of iden

tifying managerial potential, observation of performance also requires by 

far the most time and can be subjective to the point of being misleading.

Up until now we have been discussing predictions based upon inter

viewing and testing requiring only a few hours exposure to the candidate. 
Performance evaluation requires several years of observation and apprai

sal and in this respect loses some of its advantage, especially in terms 
of early identification.

The time span of performance observation is both obvious and consid
ered by many well worth the investment of the additional time and resources 

in securing more reliable results. There is, however, one other caution
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to be noted in taking performance evaluation at face value for purposes 
of identifying managerial potential. This has to do with our earlier 

discussion of the fact that management is a particular type of activity 

different than any other activity the candidate for a management posi
tion may have been involved in. Consequently, if performance is the 

only criterion for identifying and selecting managers, it naturally fol

lows that the best technician (the one having the best performance) will 

automatically make the best manager, the best salesman will make the best 

sales manager, etc. That this is not necessarily true has been learned 

the hard way by countless organizations when the best worker has been 

promoted into management only to learn that the qualities that made him 

excel as a worker are1 quite different than those he needs as a manager.
And the firm loses two ways: it not only has a poor manager, but it has 

also lost the services of its best worker.
Performance in the total picture.— That, of course, is exactly the 

type of thing we are attempting to avoid with early identification and 

as with the other techniques, performance factors can be more meaningful 
in the total picture if the evaluation of performance is approached in an 

orderly, systematic manner. Wellington Powell comments upon this need as 
follows:

A carefully planned system of appraisal is particularly important 
to the company which depends on drawing into jobs at subordinate 
levels a sufficient number of men and women who will be capable of 
assuming greater responsibility as vacancies occur higher up. In 
such an organization, everyone down to the foreman or first-line 
supervisor must understand this need for creating and perpetuating 
management— watching in every contact with the individual worker 
for signs of leadership potential, making proper use of formal 
rating procedures, seeing that likely candidates receive the necessary 
training, and working toward the elimination of any obstacles in

36
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the path, of the right selection decisions.^

This would seem to suggest that if performance is to play a part in 

identification of managerial potential, and it cannot be ignored, then 

there must be some means for gathering together and evaluating the facts 

as they relate to a firm's management candidates. It is not our purpose 
here to examine and compare various methods of appraisal. There are many, 

some a good deal more reliable and useful than others, but for our pur

poses, the need is to note what a man has accomplished, how well he has 
accomplished it in relation to desired objectives, and, if possible, to 

analyze the accomplishment in terms of the functions of management and 
the management skills needed to carry them out.

What we are talking about essentially is a formal, systematic way 

of gathering together our day-to-day assessments of people so that it 
is possible to make a judgment or an appraisal in regard to the individ

ual's future potential. Harold Leavitt describes this judging process 
as being reduced to three phases:

Determining what information is necessary to make a judgment; ob
taining that information;...evaluating that information into a 
judgment. Each of these processes is likely to be as good as the 
judge's own internal information-processing system...De
ciding what information is relevant, requires also that we ask: 
"Relevant for what?" Is he being considered for a specific job?
What kind of a job? Working with whom?....we can say that the ac
curacy of our predictions of a person's behavior would increase if 
we could adequately answer this question: How does this person use 
what he has to get what he wants? This question asked in conjunc
tion with the question, "What are we judging him for?" constitutes 
a reasonable starting point for the assessment process.^7

^Wellington Powell, "An Appraisal Plan to Use For Management Se
lection," Selection of Management Personnel, ed. M. Joseph Dooher and 
Elizabeth Marting (New York: American Management Association, 1957),
p. 518.

2?Harold J. Leavitt, Managerial Psychology, (Chicago: The University 
of Chicago Press, 1958), p. 97.
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Quite simply then, the appraisal, just as the interview, represents 

a subjective judgment that can be no better than the judge. A series of 

appraisals over a period of time can chart a rather meaningful record of 

performance, but if the appraisal of performance is to be a useful tool 
in identifying managerial potential, the most essential requirement is 

that identification in terms of promotability and development must be the 

primary objective of the appraisal program. Appraisals aimed at justi

fying merit increases or those which simply concentrate on the past with

out relating it to the future are next to useless in identifying poten
tial managers.

Performance as a factor in life companies.— Of the 32 respondents 

completing the author's questionnaire, 100 percent answered "yes" to the 
question, "Does your firm consider performance in nonmanagerial positions 
in attempting to identify managerial potential (Figure 11)«

Thirty-four percent of the companies indicated they used trait 

oriented performance appraisals, 8l percent rely on result oriented ap

praisals, and 90 percent replied that they considered the recommendations 

of line managers based on personal experience working with the individual 

recommended (Figure 12). These same patterns occurred regardless of com

pany size with the exception of the manager recommendation question. 

Responses to this indicated that while only 8l percent of the C-roup I 

companies replied in the affirmative, all companies in both Groups II 

and III consider such recommendations useful, suggesting that while this 
is meaningful in almost all companies, it becomes even more so in larger 
organizations.

Special assignments as a test of potential.— Over half of the com-
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panies, 18 or E>6 percent, said that they use special assignments to test 

the managerial skill of potential managers (Figure 13). This appears to 

be a technique employing many of the advantages of identification through 

performance without requiring several years of observation. In fact, 
managerial skills can frequently be built into special assignments when 

they may not be part of a candidate's regular assignment. This presents 

an opportunity to observe the candidate under "management fire," so to 
speak. There appeared to be no correlation between size of firm and use 
of this device. Group I and III indicated in excess of 60 percent of the 
firms use special assignments, while only ho percent of Group II firms 

do. Types of assignments mentioned by the firms using this approach 

range from the simple, conducting of a meeting, to marketing surveys, 

writing training manuals, conducting fund drives, and first level super
visory assignments.

The total assessment approach.— -With the examination of performance 

we have looked closely at the three basic, most commonly used methods of 
identifying managerial potential. Two of these, interviewing and eval

uation of performance are subjective approaches, and the third, testing, 

is weighted heavily in the direction of objectiveness. We have seen that 
each approach has its strengths and weaknesses and that probably none of 

them alone (with the exception of performance over an extended time per
iod; obviously, the longer the time, the more reliable performance be
comes, but at the same time the less valuable it becomes for pur
poses of early identification) is very satisfactory in predicting man

agerial success. However, a combination of two, or better yet, all three 

of these approaches for a total assessment program offers the opportunity
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to significantly improve an organization’s batting average.

In the author’s survey, 5>6 percent of the respondents use all three 
in identifying managerial potential, while only 12 percent use performance 

alone. A larger percentage confine their evaluation to performance and 
tests (21 percent) than to performance and interviews, which are used by 

only nine percent. There appears to be no significant correlation between 
size of company and the approach followed with almost exactly the same 

percentage of Group I companies as Group III companies using the three
pronged approach. Testing and interviewing tend to have earned more 

universal acceptance in the very large firms since the four "performance 
only" responses were all in Groups I and II.

While these threeifundamental approaches to early identification are 
possible for an organization in the most modest circumstances, many firms 

are looking in other directions for more valid and reliable ways of iden

tifying future managers. Some of these such as simulation and assessment 

center techniques are rather sophisticated uses of the fundamentals we've 
just discussed. We will examine each of these briefly in regard to the 
way they are currently being used in industry, and also take note of the 

use being made of them by life insurance companies.

A simple approach to simulation.— The first of these new directions 

is simulation, which is as much a training method as a technique for iden
tifying managerial potential. Many firms use it for training only with

out attempting to spot potential executives. While our concern is with 
the latter objective, simulation can be used simultaneously for both pur
poses with method of evaluation the only distinction between the two.

Simulation for business purposes takes the form of management games,
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in-basket exercises and a variety of other forms designed to create a 

representation of dynamic, decision-making situations performed in a time- 
compressed envoirnment. Some of the more sophisticated forms involve 
model companies and the use of computers which provide feedback so that 

the results of decisions may be analyzed and possibly new decisions made. 

The in-basket technique is much simpler and is within the means of the 
smallest organization. Since this is probably the most practical ap

proach for many insurance firms, we will confine the balance of our dis
cussion to it.

The in-basket method is an outgrowth of the case method long used 

in the study of law and more recently, business. It is in a sense a 

special type of case,that, while it incorporates the best that the tradi

tional case study has to offer, also offers more flexibility, more real

ism, and unlike cases, is usually associated with more than one aspect 
of a particular management position.

An in-basket is exactly what it sounds like— a collection of docu

ments, papers, memos, etc., that could have accumulated over a period of 
several days in the in-basket of an executive. The candidate is asked to 

assume this executive's job and make decisions regarding the accumulation 

of problems. The contents of the in-basket will vary considerably depend
ing upon the type of position for which the candidate is being evaluated.

Felix Lopez comments on the realism injected with in-basket exercises 

through the integration of many administrative elements. He writes:
Lastly, the in-basket must cover more than a slice of a typical man
ager's dayj it should sample as much as a year's time. It does this 
by integrating many administrative elements--time pressures, infor
mation voids, conflicting goals. Also, the participant receives im
mediate feedback from his decisions so he can use them as guides to 
future action. Managerial problems become part of an integrated
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P Pwhole, not divided into bite-size doses.

Simulation can be validated.— One industrial firm has done extensive 

testing with in-baskets as a means of measuring management potential. 
Exercises were given to 126 unit managers from various departments and 

the results compared with on-the-job performance ratings. The partici
pants who received high on-the-job performance ratings followed certain 
patterns on the in-basket exercises:

1. They took a more systematic approach to problems in terms of 
time scheduling.

2. They were more likely to involve subordinates in the decision

making process.

3. They performed more work within the allotted time for the test.
The in-basket approach is gaining favor in many organizations because

it does provide a relatively simple and inexpensive means for putting 

managerial candidates on the decision-making firing line. While it is 

not widely used in the insurance industry today (only 15 percent of the 
respondents to the author's survey indicated they used simulation to 
identify managerial potential), a number of companies expressed interest 

and indicated future plans for its use.

Most authorities on the subject give enthusiastic approval to the 
in-basket approach because it makes it possible to delve so deeply into 

the managerial candidate's decision-making processes. Thomas Roberts 

notes, for example, that this approach brings out the "why" of a solution 
when he writes:

The strength of the in-basket is that it is concerned not so much

^Felix M. Lopez, Jr., Evaluating Executive Decision Making (New 
York: American Management Association, 1966), p. 12.



with solutions as with how they are arrived at, and why. Actually, 
two men could arrive at precisely the same solution to a problem; 
yet one decision could be poorer than the other. Why? Because 
one of the two knows what went into his decision— its weaknesses, 
dangers, and assumptions. So he also knows what red flags to look 
for after he puts it into effect. Thus, he is already geared up if 
it becomes necessary to apply controls. He can change course before 
it is too late. The other fellow, however, reached his decision 
mainly by guesswork. So he muddles along until, barring a stroke 
of exceptional luck, he wakes up one day to find himself in a chaotic 
mess, without the slightest idea what to do about it. In fact, he 
doesn’t know why he is in the mess.

In his book on executive decision making, Lopez concludes that the 
in-basket is a superior means of assessment because: (1) it has obvious 

and practical relevance to managerial positions, (2) objective scoring 

of in-basket performance yields fairly reliable descriptions of the par

ticipant’s managerial traits, and (3) the highest scoring correlations
\

relate to the performer’s ability to produce a lot of work in a specified 

period of time, to discriminate between the important and the unimportant, 
and to base his decisions on adequate information.30

But while simulation and the in-basket technique offer us another 

insight into the evaluation of managerial potential, John Stanley cautions 

against becoming over zealous:

Management games are not a panacea for problems in testing or train
ing executives. They are, when understood in terms of their strengths 
and Weaknesses, one more method of testing personnel. This addi
tional method is perhaps most useful when employed as an integral 
part of an overall personnel system, rather than as a "oneshot" 
uncoordinated venture.
Assessment centers combine a variety of techniques.— The "assessment

^Thomas S. Roberts, "Training Managers to Make Decisions," Per
sonnel, XLII, No. 3 (September-October, 1963), p. 63.

30x,Opez, p. 13.
3^John Stanley, "Management Games: Education or Entertainment?," 

Personnel Journal, XLI, No. 1 (January, 1962), p. 23.



center" as a concept seems to have come into existence during World War II 

when Professor Henry Murray of Harvard University applied a combination 

of procedures to the selection of OSS personnel. The method then, and 
as it is today, is an approach in which several different types of 
assessment techniques are applied and final evaluation made by the com

bined judgment of several assessors. Based on these judgments, predictions 

are made concerning future behavior of the individual.

Replies to the author’s questionnaire on the use of assessment centers 
in the life insurance industry revealed that none of the fifty largest life 

companies use this approach at present. One of the largest firms indicated 

plans to establish a center in the coming year. A review of the literature 

on the subject revealsi only one organization firmly committed to the assess

ment center approach and that is American Telephone and Telegraph, where it 

was first developed as a research tool with no thought of its becoming a 

working selection device. Since 195>8, however, when the first group of 
management candidates were processed in a center established by the Mich

igan Bell Telephone Company, the procedure has spread throughout the Bell 
System.

In most respects, the assessment center employs the same devices we 
have previously discussed, but they are administered in a concentrated time 

period under the observation of a group of assessors from line management 

who evaluate the candidates based on their total performance and accord
ing to the actual requirements of the management jobs to be filled.

Douglas Bray, director of personnel research for the Bell System, des
cribes a typical assessment center like this:

The typical Bell System Assessment Center processes 12 candidates per 
week. The candidates themselves spend two and a half to three days



at the center with the remainder of the week being used by the staff 
for report writing and rating and evaluation staff conferences. While 
at the center the candidate undergoes a lengthy interview, a few paper 
and pencil tests of mental ability and knowledge, and several less 
usual evaluation techniques. One of these is a lengthy administra
tive exercise known as the In-Basket simulating the paperwork of a 
real ^ob. Another lengthy exercise is a miniature business game, in 
which six candidates at a time participate, while another group prob
lem, also for six, is a leaderless group discussion preceded by more 
formal presentations by the members of the group. Another technique 
is a partly individual and partly group exercise involving labor- 
management relations. The performance of each candidate in each of 
the various techniques is described and analyzed in a detailed written 
report prepared independently for each exercise.32

Bray suggests a number of reasons for the effectiveness and accep

tance of this approach in the Bell System. They are:

1. The assessment staffs are made up of management personnel two levels 
above the level of the candidates being assessed, and thus are of a level 

for which the assessees are candidates. (Assessment staffs usually under
go a three week training program, the final week of which is a practice assess
ment of 12 dry-run subjects.)

2. The assessment center evaluation is considered an adjunct to the 
line management appraisal process; not a replacement for it.

3. Managerial judgment is the cornerstone of the process and this pro
cess does not attempt to substitute mechanical probability devices such as 
forced choice ratings, critical scores on paper and pencil tests, or a 

predetermined pattern of abilities for the judgment of the line manager.

It, The assessors rate each candidate without resorting to any type of 

mechanical index, weighting various behavior patterns or traits based on 

their own knowledge of the job and their experience as managers. The big

32Douglas W. Bray, "The Assessment Center Method of Appraising Manage
ment Potential," The Personnel Job in a Changing World, ed. Jerome W. Blood, 
(New York: American Management Association, I96I1), p. 22?.
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advantage in doing this through the assessment center rather than on the 

line is that the assessor sees all candidates in standardized behavior 

situations and all members of the assessment staff consider the same be

havior.

In a test of the assessment center concept, Michigan Bell Telephone 

Company compared the performance of the first Uo men appointed to manage
ment after having gone through the assessment center with the last UO men 

appointed before the assessment center was put into operation. An overall 

rating of the performance of the men in each group revealed that about 
twice as many in the assessed group than in the control group were doing 
a better than satisfactory job.

In another analysis of the program appearing in Fortune, Robert Al- 
brook reported:

Bell has only experimented with assessment of college graduates, 
who it hires directly into managerial training, and with assessment 
of white-collar candidates for advanced management jobs. But in 
theory, Bray believes, assessment could be useful at alternate steps 
of the managerial ladder well up into the executive hierarchy.
Bray has followed the careers of a group of new college-trained em
ployees assessed as part of a research program that began in 1956.
The results were kept secret so that they wouldn’t influence the 
men’s promotions. Of those who were judged likely to reach middle 
management, in ten years, 70 percent actually made it. Of those 
who were judged incapable of reaching middle management, only 30 
percent made it. "If we’d used those predictions in hiring," Bray 
observes, "we could have turned down the poorer half of the appli
cants and not lost too many of the guys who turned out well."33

Formal training as a predictor of potential.— Possibly no other in
dustry offers as much in terms of industry course work and training pro

grams of various kinds as does the insurance industry. Virtually every 
insurance speciality has a course of education to help prepare novices and 
career employees alike for future responsibility.

33Albrook, p. 108



In attempting to determine how extensively such educational activities 

are used to identify managerial potential, a question was included in the 

author’s study on whether or not completion of insurance industry courses 
is a consideration in this respect. An explanation of the question pointed 
out that our concern was not with whether these courses were offered, but 

in how meaningful the results were for managerial potential identification 

purposes. While 59 percent of the firms replied that these courses were 

used for this purpose, based upon the comments made in regard to the require

ments established for judging potential, one would suspect that they serve 

as only a loosely defined guideline at best, and in most cases are not an 

essential factor for purposes of identifying potential, and in many firms 

are not required for advancing into management ranks. Typical responses were 

Completion of courses recommended to all management candidates.

They are only a guide to identifying managerial potential and grades 
are usually not a matter of record.

In some areas these are considered essential for advancement.

They are not regarded as a significant part of our identification 
process. The full range of industry courses are offered to appro
priate home office personnel. In seeking to identify future managers, 
we review the educational records on the theory that a future manager 
must have an interest in the business and sufficient intelligence to 
do reasonably well with industry courses. We have not set any ex
pected levels of achievement except that all trainees are expected 
to pass the basic parts of the LOMA insurance education program.

Another question dealt with the completion of formal in-company man

agement training courses in the same light. The result was much the same 

with far fewer companies (21 percent) offering such a program. A question 

concerned with the use of a university-sponsored management training course 

was answered by all respondents in the negative. Thus, course work of this 

kind appears not to be a consideration in the assessment of managerial 
potential.
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Other methods of identification.— The consulting psychologist was most 

frequently mentioned as another technique used in identifying managerial 

potential in responses to the author’s questionnaire. Because we include 

the consulting psychologist among the highly skilled interviewers discussed 

in the interviewing section, we will not elaborate on this as a separate 

approach. There are, no doubt, other approaches, most of which are variations 
or combinations of those we have discussed. One which we have not discussed 
and did not investigate is the use of biographical data. The LOMA study has 

analyzed this factor and indicates that a number of specific biographical 
facts may be related to whether or not an applicant will remain with the 

company, although these facts are not necessarily related to success on 

the job. The report continues saying that although other studies of man
agement potential have considered various kinds of biographical data, gener

ally the findings differ sufficiently to raise serious questions about 
whether the relationships indicated are universal in nature. The report 

advises each company to study its own data in this respect.

One industrial company hunts its clues to managerial potential through 

a 292-question biographical quiz which probes a candidate’s early behavior 

in real life. The test has been validated by giving it to the company’s 

present managers who have been rated in terms of effectiveness and relative 

success on the basis of position, salary and the judgment of their peers.
This establishes a standard for the test and when managerial candidates 

take it, their answers can be compared with the standard to help predict 

the likelihood of their success. This program has been in effect for over 
five years and has become more and more a factor in the company's planning. 

Among those tested, half of the men who scored in the top ten percent had 

less than four years of service; ordinarily not enough for reliable judg-



ments based on performance alone. Of these, only a fourth of them had 
already been tagged by their superiors as men of exceptional promise.

Their high test scores resulted in closer attention to their careers and, 
hence, larger salary increases and more rapid promotions.

Results of identification in insurance firms.— It goes without saying 

that the identification of managerial potential must be something more than an 

academic exercise. As in the organization just described, once the poten
tial manager is tagged, some effort must be made to retain him as an employ

ee during his nonmanagement years, to help him develop his talents and 
abilities, and to move him toward a meaningful management assignment as 

quickly as good business practice and his own abilities will permit.

Of the 32 respondents to the author’s questionnaire, 11, or 35 percent, 

have no particular plan for developing potential managerial talent. Twenty- 
one indicated a number of techniques used to help in the retention and 

development of the potential manager. More frequent promotion was men

tioned most often (66 percent of the firms). Job rotation and more fre
quent salary increases were both cited by 52 percent of the companies.

Other types of activities mentioned were attendance at seminars and assign
ment of special projects. Once an individual has been identified as hav

ing managerial potential, only h3 percent of the firms communicate this 

to the individual himself. The same percentage applies to those who com
municate the information to his line supervisor, while 65 percent make it 

a point to let a staff person responsible for transfers and promotions in 

on the secret. Only 18 percent of the participating firms reported having 
no plan in this regard. Several firms commented to the effect that the 

individual can sense his standing based on conversations, assignments and 

salary progress and consequently the need for a formal commitment is not

5o
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necessary if such recognition is forthcoming. Others indicated that 

part of their reluctance in communicating such information to the 
individual himself was the danger of developing a "crown prince cadre" 

with possible morale problems for those not so designated.

i
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I I I .  SUMMARY AND CONCLUSIONS

People are the ultimate source of renewal.— The shortage of manage

ment manpower plaguing business today will very likely continue for the 

foreseeable future. Those companies in any industry that are able to 
identify their potential managers early will be in the best position to 

not only develop them for the future, but to take those actions necessary 

to conserve their management resources.

The lack of a formal approach to management development in much of 

the life insurance industry is an indication of work to be done. Granted, 

many life companies are small in terms of personnel and informal methods 

have long been successful. But if two-thirds of the 50 largest firms 
indicate that they do not have a well-conceived plan for the identifica
tion and development of managers, it is a small wonder that the industry is 

experiencing higher and higher turnover rates among young college graduates 

and is having increasing difficulty in attracting the high calibre student 
on campus. If the life insurance industry is to recruit its share of young 

talent, it must be prepared to offer challenging assignments today with 
a reasonable promise for the future.

John Gardner, former Secretary of the Department of Health, Educa

tion and Welfare made the effective recruitment and development of talent 
his first rule in a prescription for preventing organizational dry rot.

He wrote:
People are the ultimate source of renewal. The shortage of able, 
highly trained, highly motivated men will be a permanent feature

5 2
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of our kind of society; and every organization that wants its share 
of the short supply is going to have to get out and fight for it.
The organization must have the kind of recruitment policy that will 
bring in a steady flow of able and highly motivated individuals.
And it cannot afford to let those men go to seed, or get sidetracked 
or boxed in. There must be positive, constructive programs of career 
development.3^

There appears to be general agreement in the life insurance industry 

as to what activities are involved in management jobs and as to the desir
able qualities prospective managers should have. This suggests that the

oretically the industry has an awareness of the job to be done, which 

should help considerably in developing the means for doing it. However, 

individual companies should beware of engaging in such activities in 

imitation of what has been good for someone else. What works for one 

firm may be a total failure in another company with a completely differ

ent management climate. Unless the identification and development 
effort is tailored to the needs and resources of the company using it, 

any success it enjoys will be almost accidental.

The work being done by the Life Office Management Association in this 

area is encouraging. Within the next year, results of the association's 
study started in the mid-195>Os may provide conclusive evidence that some 

of the tools being tested do indeed predict management success. What

ever the results of this study, the industry will have valuable new infor

mation and very possibly, some very useful and tested devices to assist 
in this important undertaking.

Four considerations.— Certainly, identifying managerial potential is 

far from a science. The selection process, however, can be and has been

-^John W. Gardner, "How to Prevent Organizational Dry Rot," Harper's 
Magazine, (October, 196£), p. 20.
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greatly improved by the adoption of scientific methods. The aim, of 

course, is not to eliminate performance as the ultimate test of tomorrow's 

manager, but simply to improve the odds by picking the right man to begin 

with. There is no one program or list of techniques that will be right 

for every firm. In fact, as mentioned earlier, if there is a first firm 

rule it should be that whatever a company does along these lines, it should 

be done only because it is appropriate for that particular firm's situation 
at this particular point in time. From that first principle, our study of 
early identification methods suggests three considerations that would be 
useful in establishing a practical approach to solving this universal 

management problem:

1. None of the techniques discussed -- interviewing, testing, per
formance evaluation, or simulation —  are totally effective alone. When 

a number of techniques are used and come up with a similar prediction, 

the chance of it being accurate is measurably improved. When there are 

conflicting predictions from various sources, this should prompt questions 

which can help improve the selection process. A combination of techni

ques leading to total assessment of the individual should prove to be 

the. most effective approach in the long run. This assumes that the various 

methods comprising the total assessment are constantly being reviewed and 

validated to make certain they are predicting what they are intended to pre

dict and that the dynamic forces at work in the organization are being con
sidered in terms of the kind of people required to cope with them. The 
assessment center concept in one form or another would seem to offer very 
real possibilities for the larger firms in the insurance industry. This 

type of approach might even be feasible for smaller firms if administra
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tion of the center could be handled by a trade association such as LOMA.

2. In identifying managerial potential the organization should not 
approach it with the idea of making a commitment for all time. Any such 
program shnuld be subject to constant review, both in terms of its 

methods and its results. If a particular method is not producing sat

isfactory results it should be replaced. If on the other hand, predic

tions of management success do not materialize for individual candidates, 
they, of course, should be removed from further immediate consideration.

The program should never be thought of in terms of excluding individuals, 
however, who have not shown up well when attempts were made to identify 

potential, but who subsequently show promise. The point is that flexibility 

in all respects is a prime requirement. This combined with constant re
view and reevaluation will provide the kind of timely effort necessaiy
in a dynamic organization.

3. While larger organizations tend to approach such problems on a 

more formal basis, even the smallest of firms should take an organized 
approach to the identification of managerial potential and its subsequ
ent development. This is not to say that any firm should have an over

abundance of unnecessary gimmicks simply for the sake of looking up-to- 
date. It does suggest that regardless of the size of the firm, it should 

be planning for the future and setting manpower goals and objectives for 

making sure the future arrives in a reasonably acceptable form. In terms 

of management, this simply means knowing what is going to be needed, when 
it's going to be needed, and organizing to.meet the need, whether its for 
three or three hundred.
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¡ted Benefit Life Insurance Company B Home Office: Farnam at 33rd Street, Omaha, Nebraska 68131 B V. J. Skutt, Chairman of the Board B Gale E. Davis, Presid:

September 24, 1968

As a representative of one of the fifty largest life insurance firms listed in the 

1968 Fortune directory, you are invited to participate in a study"of the techniques 
currently be i n g  used b y  life insurance companies for early identification of m a n
agerial potential.

Our industry has long been a leader in industry education and management d e v e l o p
ment. Needless to say, the first step in developing managers is selecting those 

w h o  are to be developed. Not that there are any surefire methods available that 

w i l l  assure us that the young people w ho meet certain criteria today w i l l  a u t o m a t
ically become tomorrow's m a n a g e r s , but your firm m a y  have designed early i d e n t i f i
cation methods or techniques that are helping to improve your b a t ting a v e r a g e . It 

is the purpose of this study to catalog, explore and discuss the various means in 
use in our industry today.

Whether your program is concerned wit h  college recruits, entry level employees, 

young m en and wo m e n  w ho have several years of service wit h  your company, or all of 

these, your answers to a number of pertinent questions on the subject w i l l  be m e a n

ingful and your participation in the study is encouraged. For this reason, I am 
enclosing a survey form and earnestly request y ou to complete it and return it to 
me in the stamped, preaddressed return envelope at your earliest convenience. If 

y o u  feel the form would more properly be completed b y  someone else in your firm, 

please route it to that person. Individual company responses w i l l  not be revealed 
without permission of the firms involved. Answers w i l l  be reported in groups or 
c a t e g o r i e s .

My own interest in conducting this study is based on a number of considerations, 
the most important of wh i c h  a r e :

1. I am an MBA graduate student (evenings) and have selected this as a r e
search topic to satisfy the independent study requirements for the MBA 
degree.
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2. This appears to he an area of study w h i c h  w i l l  provide m e a n i n g f u l  and 

needed information for the industry.

3. My own firm is currently exploring new ways of dealing w i t h  this universal 

problem.

I plan to share the findings of this study w i t h  interested companies. Please i n d i

cate on the survey form in the space provided if you desire a copy of the survey 

r e s u l t s . To provide the report at the earliest possible date, I am u rging y o u  to 

return the form w i t h i n  the next few days.

Sincerely,

J o h n  R. Di x o n

Assistant P e rsonnel Manager

Enc.
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S^O 3110 h  fl)

:ed Benefit Life Insurance Company Home Office: Farnam at 33rd Street, Omaha, Nebraska 68131 H V. J. Skutt, Chairman of the Board BS Gale E. Davis, Preside

Y o u  m a y  r ecall having received the enclosed questionnaire last m o n t h . 

Possibly it was laid aside wit h  the thought that y o u  might return to 
it later, or maybe you passed it along to someone else in your firm.

In any event, we have not yet received a reply from your firm.

Since this study is limited to the 5 0  largest life insurance com
panies, it is especially important that we have a hi g h  percentage of 

replies. M a y  I impose upon y o u  once more b y  asking that y ou return 
a completed survey form at your earliest convenience? A  preaddressed 

► return envelope is enclosed for this p u r p o s e .

As mentioned in m y  earlier letter, I plan to share the findings of 
this study with interested companies. If y o u  want a copy of the survey 

results, please indicate in the space provided on the survey form.

Your participation is encouraged and wil l  be sincerely appreciated.

Sincerely,

John R. Dixon
Assistant Personnel Manager 

JS
Enes.
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A STUDY OF EARLY IDENTIFICATION OF 
MANAGERIAL POTENTIAL IN THE LIFE INSURANCE INDUSTRY

Name of Company, 

Address___________
STREET CITY

Number of employees________________
□  Includes_________sales agents

N U M B E R

□  Does not include sales agents

Name of person completing questionnaire.

T itle___________________________

STATE Z  I P  C O D E

Number in management positions, 
(above first-line supervision)

□  Single home office location
□  Regional home offices (number_______ )

I -  GENERAL

1. Does your organization have a formal
informal

□
□ approach to management development?

If your firm has a formal program, would you describe briefly the functional areas 
covered such as "to ta l" firm, actuarial, sales, underwriting, claims, etc. (If 
your firm has more than one program, the one which this survey is most interested 
in is that which is broadest in terms of functional areas covered and tends to develop 
management generalists rather than specialists.)_____________________________ ____

2. Please check any of the factors below which play a significant part in the identifi
cation of potential managerial talent in your organization.

□  Tests
□  Simulation (management games, such as in-basket games, etc.)
□  Education (major, minor, degree, grades)
□  Interviews
D  Performance on nonmanagerial assignments
□  Performance on special assignments or projects given as a test of managerial 

potential
□  Successful completion of a formal in-company management training program
□  Successful completion of a formal university management training program
□  Assessment center
□  Insurance industry courses 
D  Personal characteristic* 1
□  Other (please specify)_____________________________________________________

1



Il -  TESTS

1. Are tests used for early identification of managerial potential ?
□  Yes □  No

2. Tests to identify managerial potential are used : (Check as many as apply.)
D  Prior to employment
□  After employment as a matter of routine in identifying all potential managers
□  Prior to consideration for advancement to any position beyond entry level
□  Prior to consideration for advancement to supervisor or management positions only
D  Other (please specify)__________________________________________ ______

3. In identifying managerial potential, tests are used to measure or assess: (Check as 
many as apply.)

□  Values and interests
□  Intelligence
□  Aptitudes 
D  Personality
D  Business knowledge
□  Other (please specify)_____________________________________________________

4. Please list all tests used to identify managerial potential, test developer, precise
factor or quality measured by test, and an evaluation of test's worth.

For our purposes 
this test has been 
(circle one)*

a. Test______________________________________________________
Developed by_____________________ Measures__________   E

b. Test______________________________________________________
Developed by_____________________ Measures______________ E

c. Test______________________________________________________
Developed by_____________________ Measures____ _____   E

d. Test______________________________________________________

Developed by______________________Measures_______________ E

e . Test______________________________________________________

Developed by_____________________ Measures______________  E
* Excellent -  Good -  Fair
5. In using information developed from tests (check only one),

□  we have established critical cutting scores which automatically eliminate non
qualifiers from further consideration for management positions.

□  we have established critical scores, but do not rigidly adhere to them, 
depending upon the candidate's other qualifications.

□  test scores are used only as an additional source of information about the man
agement candidate, but carry no more weight than such other considerations as 
performance on nonmanagement jobs, educational background and others.
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□  None of these (please comment.)

Ill -  SIMULATION

Simulation for purposes of this questionnaire is defined as management games (such as an 
in-basket exercise, operation of a hypothetical company, e tc.) designed to assess an 
individual's ability to lead, plan, organize, delegate and, in general, act as manager.
1. If your firm utilizes simulation as a means of identifying managerial potential, would 

you please describe briefly how it is used and your opinion of its value for this purpose. * 1

IV -  EDUCATION

1. Does your firm require a specific level of educational achievement (such as high 
school graduate, two years' college, college degree) for all candidates for 
managerial positions?

□  Yes □  No

If "yes,11 level required:
□  High school
□  Some college
□  Bachelor's degree
□  Graduate degree

2. If some college or a college degree is required or preferred in managerial candidates, 
is your firm more interested in certain degrees or major courses of study than others?

□  Yes D  No
If "yes," would you please list, in order of preference, your first three choices of 
degree or major most preferred for managerial candidates.

a .  ______________________________________________________

b. ______________________________________________________________

c . _____________________________ ___ ____________________

3



3. If some college or a college degree is required or preferred in managerial candidates, 
does your firm adhere to a minimum acceptable grade-point average?

□  Yes O  No
If "yes," minimum acceptable is:
□ 2.0
□  2.5
□  3.0
□  Other_____________ ___________________ —

PLEASE SPECIFY

V -  INTERVIEWS

1. Does your firm conduct interviews for the specific purpose of identifying managerial 
potential ?

□  Yes □  No
2. If the answer to Question 1 is "yes," are these interviews conducted by a person 

especially equipped by education and training to conduct such interviews?

□  Yes D  No
|f "yes," would you indicate the educational background or type of training of 
the person involved.______________________________ -— ----------------------------------

3. Are these interviews structured so that essentially the same questions are asked of 
a ll candidates?

□  Yes □  No
4. Would you discuss briefly your opinion of the value of interviewing as a tool in

early identification of managerial potentia l?--------------------------------------------------- 1

VI -  PERFORMANCE

1. Does your firm consider performance in nonmanagerial positions in attempting to 
identify managerial potential?

□  Yes D  No
If "yes," would you indicate what methods have been established by your firm 
to evaluate individual performance.
□  Trait-oriented performance appraisal
□  Result-oriented performance appraisal
□  Line managers recommendation based on personal experience working with the 

individual
□  Other (please specify)---------- ------------------------------------------- ---------------------
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2. Does your firm make special assignments (special projects, research studies, temporary 
one-time jobs, e tc.) to test the managerial skill of potential managers?

□  Yes □  No

If "yes," please describe briefly the kinds of assignments and the criteria for 
measuring success.______________ _____________________________________________

VII -  FORMAL TRAINING

Most insurance firms offer a broad selection of industry study courses such as LOMA, CLU, 
HIAA, etc. Our concern here is not whether these courses are offered, but in how meaningful 
the results are in identifying managerial potential.
1. Is completion of insurance industry course work (LOMA, CLU, HIAA) used by your 

firm to identify managerial potential?
□  Yes □  No

If "yes," please indicate specific courses (LOMA, CLU, HIAA, e tc.) and expected 
level of achievement by those considered to have managerial potential (for 
example: LOMA I and II, must pass or must pass cum laude, e tc .) .______________

Are these courses organized on a basis of □  self-study, □  class study or
□  other (please specify)?____________________________________________________

2. Is completion of a formal in-company management training course(s) used by your 
firm to identify managerial potential ?

□  Yes □  No
If "yes," would you describe the course(s) briefly and indicate criteria used to 
evaluate success._________ ___ ____________________________________________

3. Is completion of a formal university-sponsored management training course used by 
your firm to identify managerial potential ?

□  Yes □  No
If "yes," would you describe the course, the university offering it and the 
criteria used to evaluate success.__________________________________________

5



VIII -  ASSESSMENT CENTER
Some firms combine a number of the early identification techniques into a concentrated 
period of a week or two observed by a group of assessors. For example, during the week 
managerial prospects are exposed to various tests, management games and other assignments 
selected to measure the individual's managerial potential and their performance during 
this week is evaluated by the assessors. Those who complete the week successfully a 
considered for further management development.
1. Does your firm utilize the assessment center technique?

□  Yes □  No
If "yes," please describe briefly indicating the various means employed to 
identify managerial potential------------------------------------------- ---------

IX -  PERSONAL CHARACTERISTICS

1 Please indicate which of the following personal characteristics or traits are considered
important qualities for potential executives in your firm. (Number in orderof importane , 
most important #1. Next most in importance *2 , etc. Number only those considered

\ significant in your firm .)
„Appearance 
„Intellectual ab ility  

„Leadership ab ility  
„Willingness to take risks 

_Loya I ty

„Drive
„Initiative

Ambition
_Aggressiveness
__O rg a n iz a t io n a l  a b i l i t y

Would you please describe or explain any research or studies made by your firm to 
determine how important these characteristics are to effective executive performan .

X -  OTHER TECHNIQUES
Would you describe briefly any other means (not covered by the survey form) used by your 
firm to identify managerial potential------ -------------------

6



XI -  RESULTS OF IDENTIFICATION 
OF MANAGERIAL POTENTIAL

1. Once managerial potential has been identified in your company, what means are 
taken to make certain that it is developed? Please describe briefly any techniques 
used, such as job rotation, more frequent promotions up the management ladder, 
more frequent salary increases, greater challenge on the job, etc.

2. Once an individual has been identified as having management potential, is this 
information (check as many as apply):

□  communicated to the individual
D  communicated to his line supervisors
□  communicated to a staff person who makes recommendations 

on transfers and promotions
□  other ____________________________

PLEASE SPECIFY

If this information is not communicated to the individual, would you briefly describe 
your firm's rationale on this question.

Thank you for your cooperation and time spent in completing the survey form. If you 
would like to share in the survey findings, please check the box below and a copy of 
the report w ill be sent to you as soon as possible.

□  I would like to receive a copy of the survey findings sent to me at the address 
shown for my firm on page 1 of the survey form.

□  I would like to receive a copy of the survey findings sent to the following address.

NAME

STREET ADDRESS

C I TV STATE

Please complete and return to:
J O H N  R .  D I X O N

A S S I S T A N T  M A N A G ER OF P E R S O N N E L  

U N IT E D  B E N E F I T  L I F E  IN S U R A N C E  C O M P A N Y  

F A R N A M  A T  3 3 R D  S T R E E T  

O M A H A , N E B R A S K A  6 8 1 3 1

Z I P CODE
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N u m b e r  of questionnaires 
Number of responses 

N u m b e r  of usable responses

Group I Number of usable responses under

Group II

1,000 employees 

N u m b e r  of usable responses 

1,000/3,000 employees

Group III Number of usable responses over 

3,000 employees

Single Home Office location 
Regional Home Offices

Formal management development program 
Informal management development program

PERCENT

N U M B E R  OF TOTAL

30
bb • 88%
32 6h%

PERCENT OF

N U M B E R  USABLE RESPONSES

16 30%

10 31%
_6 19%
32

GROUP I GROUP II GROUP III TOTAL

% of % of % of % of

No. Group No. Group No. Group No. Responses

16 100% 9 90% b 67% 29 90%

1 10% 2 33% 3 10%

2 12% 3 23% 7 38% 12 30%

1U 88% 10 77% 3 b2% 29 70%



Use tests in identifying managerial potential: 

Prior to employment
After employment as a m a tter of routine 

in identifying all potential managers 

Prior to consideration for advancement 
to any position beyond entry level 

Prior to advancement to supervisory or 
management positions only

Test are used to measure or assess:

Values and interests 

Intelligence 

Aptitudes 

Personality

In using test results:

We have established critical scores which 

automatically eliminate non-qualifiers 

from further consideration for m a n a g e
ment  positions

W e  have established critical scores, but 

do not rigidly adhere to them, depending 
upon the c a n d i d a t e’s other qualifications

Test scores are u s e d  only as an additional 
source of information about the management 

candidate, but carry no more weight than 

such other considerations as performance, 

educational background, etc.

GROUP I GROUP II GROUP III TOTAL

% Òf
No. Group

% of
No. Group

% of
No. Group No.

% of
Responses

12 75% 7 70% 6 10 0% 25 73%

2 12% 2 20% — h 12%

1 6% 1 10% — 2 6%

2 12% 1 16% 3 9%

3 18% — — 1 16% h 12%
12 75% 7 70% 6 100% 25 73%
8 50% 6 60% a 67% 18 56%
h 25% l 10% 1 16% 6 18%

ON
ro

It 25% 1 10% 2 33% 7 21%

7 hh% 6 6o% h 67% 17 53%



Use simulation (management games such as 

in-basket exercises, operation of a 

hypothetical company, etc.) to identify 

managerial potential.

Require specific level of education for 

all managerial candidates

Level required:

High School 
Some College 
Bachelor's degree

Greater preference for certain college 

degrees or majors

Does firm adhere to a m i n i m u m  acceptable 
grade average for candidates with college 

background

M i n i m u m  acceptable is:

2.0
2.5

Does you r  firm conduct interviews for the 

specific purpose of identifying managerial 

potential?

Are the interviews structured?

Are the interviews conducted by an interviewer 

especially equipped for this purpose?

TOTALGROUP I GROUP II GROUP III

% of % of % of % of

No. Group No. Group No. Group No. Responses

2 12% 1 10% 2 33% 5 15%

9 56% 3 30% 1 16% 13 h0%

2 12% 1 10% 3 9%
1 6% l 3%
6 31% 2 20% 1 16% 9 21%

10 62% h ho% 1 16% 15 a 1% .

5 31% 5 15%

a 2 5% a 12%
i 6% i 3%

13

CO h h0% a 61% 21 65%

8 5o% 2 20% 2 33% 12 31%

11 63% 2 20% 3 50% 16 50%



Is performance in non-managerial assignments 
a consideration in identifying managerial 
potential:

W h a t  methods are u s e d  by y o u r  firm 
to evaluate performance?

Trait-oriented performance appraisal 

Result-oriented performance appraisal 

Line managers recommendation

Does y o u r  firm make special assignments to 
test skills of potential managers?

Is completion of industry course w o r k  used 
to identify managerial potential?

Is completion of in-company management training 
courses used to identify managerial potential?

Is completion of university-sponsored management 
training courses used to identify managerial 

potential?

Is the assessment center technique used to 
identify management personnel

-* One copy in Group III expects to 

begin operation of an assessment 
center within the next year.

GROUP I GROUP II GROUP III TOTAL

% ' of % of % of % of

No. Group No. Group No. Group No. Responses

16 100% 10 100% 6 100% 32 100%

5 31% h ao% 2 33% 11 3U%
13 81% 8 80% 3 83% 26 81%
13 81% 10 100% 6 100% 29 90%

10 62% h h0% h 67% 18 36%

9 36% 6 6 0% h 67% 19 39%

5 31% 1 10% 1 16% 7 21%



Once managerial potential is identified, 

what steps are taken to make sure it 

is developed?

More frequent promotions 

Job rotation
More frequent salary increases 
Attendance at seminars 

Assignment of special projects 

N o  formal plan

Once an individual is identified as having 

management potential, this information 

is communicated:

To.the individual 
To his line supervisor

To a staff person who makes recommendations 

on transfers and promotions 

N o  formal plan

TOTALGROUP I GROUP II

% of % of
No. Group No. Group

7 bb% 3 30%
6 37% 1 10%

7 bb% 2 20%
2 12% 1 10%
2 12% 1 10%

7 hh% h h0%

7 bb% b b0%

7 hh% 3 30%

13 81% 2 2 0 1

3 18% ■ 3 30%

GROUP III

% of % of
No. Group No. Responses

b 67% Ü4 b3%
b 67% 11 3b%
2 33% 11 3b%
1 16% b 12%

—— -- 3 9%
— — 11 3b%

Ox
V T.

3 3o% lb b3%
b 67% lb b3%

6 100% 21 63%
— — 6 18%
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