HEIDRICK & STRUGGLES

HEIDRICK CONSULTING

ARTICLE

Leadership assurance:

A fresh look at measuring
the impact of leadership
development

Companies are spending more on
leadership development, and it is
becoming increasingly critical for them to
understand the return on their investments.
Taking a fresh perspective on five keys to
success provides a practical path to align
leadership development outcomes with
value creation.
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LEADERSHIP ASSURANCE: A FRESH LOOK AT MEASURING THE IMPACT OF LEADERSHIP DEVELOPMENT

Companies are investing to build the
leadership skills and capabilities needed
to survive and thrive in economically,
socially, and politically volatile times.

An emphasis on value creation can
motivate sponsors of leadership
development to engage in the
discussions and planning that

are necessary to demonstrate
true business impact.

Recent Heidrick & Struggles research indicates that companies around the world
intend to increase their investment in leadership development by an average of
10% a year over the next three years, which will bring spending to an estimated
$51 billion in 2026." Companies are investing to build the leadership skills and
capabilities needed to survive and thrive in economically, socially, and politically
volatile times. They are also investing because development opportunities

are important elements of any company’s strategy to retain leaders and top
talent.? Other recent Heidrick & Struggles research shows that 77% of executives
say they are at risk of losing team members because better promotion and
development opportunities can be found elsewhere, and 92% cite learning

and development and development opportunities as top retention tools.?

But leadership development has long been an area in which measuring impact
is murky at best. There is a widely accepted model to measure impact at four
levels: reaction, learning, behavior, and results.* Yet our survey of HR and
learning leaders found that although 85% believe that measuring the impact
of leadership development programs is important, 48% are not satisfied with
their measurement approach.® In the age of increasingly sophisticated people
analytics and critical leadership shortages, there is no excuse for this failure.
Even among companies that claim to measure impact, we find in our work
that they rarely venture beyond the most basic measure: participant reactions.
Even when they do, most find it hard to define metrics that meaningfully
correlate leadership development journeys—which can take months or
years—to specific business outcomes. Furthermore, key stakeholders often
resist engaging in the effort it takes to tease out these types of findings.

Reframing the goal of measurement can change the game: instead of assessing
whether a given learning intervention was well received, the focus should be on
the extent to which a leadership development journey fostered observable growth
and helped leaders generate more value for the business. An emphasis on value
creation can motivate sponsors of leadership development to engage in the
discussions and planning that are necessary to demonstrate true business impact.

That said, it is important to note that a simple calculation of return on investment
is unlikely to ever be straightforward for leadership development, as is the case

for most investments in people. There will almost certainly be other variables

in play within an organization that will make it difficult to claim that any given
outcome was definitively caused by a leadership development initiative. However,
being able to show specific correlations between development investments and
positive business outcomes is an important step in the right direction. Companies
that are thorough and thoughtful should, over time, be able to understand which
investments are linked to the greatest value creation. Then they will be able to
more effectively position development journeys as a key component of a broader
career development strategy that also includes, for example, rotational postings or
stretch assignments, mentoring, and inclusion in robust executive succession plans.

1 Proprietary Heidrick & Struggles global leadership development market analysis conducted in spring 2023.

2 For more, see Cynthia Emrich, Steven Krupp, and Amy Miller, “Developing future-ready leaders: From assessments to strategically
aligned learning,” Heidrick & Struggles, heidrick.com.

3 Proprietary Heidrick & Struggles research from a survey of 250 executives across non-HR functions conducted in spring 2023.

4 This is the Kirkpatrick Model. For more, see “What is the Kirkpatrick Model?” Kirkpatrick Partners, kirkpatrickpartners.com.

5 Proprietary Heidrick & Struggles research from a survey of 351 HR and learning executives in nine countries conducted in spring 2023.
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Through our work, we have seen five success factors for an evidence-
based approach to measuring the impact of leadership development:

1. Defining success in tangible terms

2. Diagnosing baseline data

3. Developing a data-informed learning experience

4. Determining early indicators and adapting incrementally

5. Documenting and reporting evidence of business
impact and creating the virtuous circle

Leading companies are reframing their assessments of these factors to create
robust measurement plans. The more robust the plan, the easier it is to engage
stakeholders throughout the learning journey; hold individual leaders accountable
for improvements; adapt learning programs quickly when expectations aren't
met; and trace clear connections from programs to specific business performance
indicators. In other words, a virtuous cycle from investment to return.
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Factors underpinning

an outcomes-

focused approach

Business problem

Embedding measurement throughout the learning journey requires strong
collaboration between business stakeholders, L&D teams, and learners in

order to ensure that the right evidence is collected at the right times.

Defining success in tangible terms

Before designing a learning journey, the business stakeholders
and L&D team must align on the metrics that will signal the
journey’s success. They should ask the following questions:

* What business problem(s) are we trying to address?

* How can learning help?

* What business outcome(s) are we trying to achieve?

e Which business key performance indicators (KPls) should we target?

* By when can we expect to see signi icant movement in these KPIs?

The table below shows how problems, learning goals, desired outcomes,
and specific metrics can be defined in some illustrative situations.

Imperative 1

“We want to ensure that
our strategic transformation
is successful.”

"We are losing market share
because our offerings are
not current and competitive
in the changing market.”

Imperative 3

“We need to strengthen
our succession pipeline for
vice president roles.”

How learning
can help

Ensure senior leaders
support, champion, and have
the skills to promote the
strategic transformation

Accelerate the pace of
innovation, provide tools
and best practices, and
sponsor innovation sprints

Build the strategic capabilities,
new mindsets, and skills
necessary for high performance
in the vice president role

Expected business
outcomes

Significant progress in
implementing the strategic
initiative KPIs and milestones

Increased number of
innovations getting investment
and going to market

More vice presidents
being promoted internally
with the necessary skills
to succeed right away

Business KPIs to
be measured

A scorecard to track
transformation progress for
specific business units, such
as improved market share or
increased customer
satisfaction scores

Reported number of
innovations for specific
business units, increased
revenue from new offerings

Performance evaluations of
promoted vice presidents
with specific attention

to “demonstrated
strategic capabilities”

Timeline

One year

Two years

Three years
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As leaders develop their outcome
expectations and KPlIs, it is important
to consider why similar goals

weren't reached in the past and
whether or not developing leaders’
capabilities is actually the right way
to address the business problem.

As leaders develop their outcome expectations and KPls, it is important

to consider why similar goals weren’t reached in the past and whether or
not developing leaders’ capabilities is actually the right way to address the
business problem. Sometimes, it clearly is: leaders at one organization felt
that their prior change management efforts had focused too much on tools
to manage a single change event. But now, in a period of continuous and
acute transformation, they believed that focusing on mindsets, skill sets,
and behaviors would yield more relevant and sustainable benefits.

Conversely, when leaders find it hard to define exactly how learning can move

them from problem to improved KPI, it may be a sign that building new leadership
capabilities is not the optimal solution for the problem at hand. Another company
aspired to address a long-standing conflict between two business units that would
need to work together more closely in the future. To avoid escalating existing
tensions among leaders in these units, the company decided to focus on building
collaboration capabilities for leaders in general versus hitting the problem

head-on. Before long, though, it realized that this safer, more indirect approach was
missing the mark. The company then deployed a solution that engaged leaders from
these two units in cross-functional team building and conflict management exercises.
The learning was, as anticipated, more uncomfortable, but it was more impactful.

To measure success, you must know where you are starting. This step is not always
as simple as it sounds. Baseline measures of current revenue or cost typically exist,
but more operational business metrics may not. For example, a retailer designing

a learning program to support a data and analytics transformation decided to create
a set of metrics to measure how data was used across the organization. The baseline
in this case was that there were only a handful of operational dashboards used by

a very small number of leaders and primarily focused on point of sales operations

in a couple of countries, despite the fact that the company had stores in 16
additional countries. The existing dashboards did not cover the enormous amount
of data collected from shoppers on their buying patterns or satisfaction with the
shopping experience. Yet the transformation would only be successful if dashboards
were more comprehensive and their use more pervasive. This understanding
provided a clear reference point to evaluate if the learning journey designed to
support the transformation improved the use of dashboards and customer data.
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A newer type of tool is digital
conversations, targeted online surveys
that can be live or asynchronous

and that allow individuals to

respond in real time and react to the
responses of their peers as well.

For leadership capabilities and skills, determining a baseline will likely require
a rigorous up-front diagnostic at the individual, cohort, or organizational level.
Many companies have competency models to codify the behaviors leaders
and others must exhibit, from which they can then assess a baseline.

One global pharmaceutical company realized it had a shortage of executives
ready for key leadership roles in a particular division. So, it assessed the
capabilities of all leaders from this division who would be part of a learning
journey. It discovered notably low scores on agility, which clarified for the
company that agility should be the priority focus for its learning program
and that the key impact metric would be the degree to which participants’
aggregate scores on agility increased from pre-program to post-program.

There are many tools and metrics that can be used to help determine

a baseline, from specific data in existing financial or operational dashboards

to performance reviews of participants to employee surveys to individually
focused assessments and 360-degree evaluations. A newer type of tool is
digital conversations, targeted online surveys that can be live or asynchronous
and that allow individuals to respond in real time and react to the responses

of their peers as well. At one organization where the CEO had introduced five
leadership imperatives as the focus of a leadership development journey, digital
conversation input from hundreds of participants was able to determine a clear
baseline on how well the organization was doing before learning started.

Developing a data-informed learning experience

Building on the defined business outcome and targeted baseline data, business
stakeholders and learning leaders can then develop a program customized
to reach the goals.

At the global pharmaceutical company, for example, the division president,
along with HR and learning leaders, developed an 18-month leadership journey
designed to address specific gaps identified in the data. The journey included
some content, such as building agility, for all participants, and some content
tailored to each individual based on their own assessments, gaps, and interests.
The experience included intensive live workshops, coaching, mentoring, networking,
virtual micro-learning modules, meetings with the president, and engagement
of the full cohort in high-priority projects to address business transformation.
Senior leaders other than the division president played the role of “diagonal
coach” to participants, offering targeted support outside their direct reporting
line to help address specific succession readiness gaps. This coaching not only
helped participants develop critical insights that spurred their development, but
it also increased their exposure to the divisional leadership team. This visibility
helped to ensure that their names came up in critical promotion and succession
planning conversations. This focus clarified one of their key outcome metrics:

to track and measure succession planning in order to address the gaps.

A global technology company built a learning journey focused on accelerating
the readiness of female leaders for more senior roles. The company had
administered a robust 360-degree assessment to all participants to identify
collective strengths, gaps, and behaviors that could derail success. Leaders then
designed a journey that included four multiday, in-person modules that were
held at locations around the world where the company had innovation centers.
This decision stemmed from the CEO’s and CHRO's desire for these leaders

to be at the vanguard of the firm's—and their clients'—digital transformation.
The knowledge they gained ultimately enabled these leaders to become
champions of the firm’s strategic transformation from a traditional IT services
company to a premier digital solutions advisor. This aligned with one of their key
outcome metrics: to increase digital transformation projects and innovations.
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It is crucial to communicate the
business and individual goals and KPlIs,
along with the baseline, to learners

so that each person understands and
can take ownership of their individual
part of the learning experience.

P

Determining early indicators and adapting incrementally

As the learning journey kicks off, it is crucial to communicate the business and
individual goals and KPls, along with the baseline, to learners so that each person
understands and can take ownership of their individual part of the learning
experience. Then, the question becomes, “"How soon can we look for progress?”
Depending on the capabilities in question, it can take months—sometimes more
than a year—to observe the full benefits of a program. But leaders can hardly
wait that long, given the size of their investments and the potential benefits.

Leading companies establish and measure a series of early indicators to

gauge progress or the lack thereof. When an early indicator shows that the
program is deviating from the expected outcomes, they have the opportunity
to course correct early on, either on an individual basis or by making
adjustments to the program as a whole. Effective early indicators signal the
extent to which individual leaders have improved their behavior or performance
by acting on what the program taught them.

Facilitators, program managers, and sponsors can gather real-time information
during a leadership development session through, for example, quizzes on
specific content and by asking leaders to share key insights from the session and
specific commitments to apply these insights back at work. Another technology
company, for example, was focused on shifting mindsets and building skills related
to a broad leadership capability. To achieve this aim, the company developed a
series of virtual group sessions, each of which was focused on just one or two
areas within this broader capability. Despite carefully designing these sessions,
stakeholders obtained feedback from the first session that indicated that leaders
hadn't fully understood, internalized, or applied what they were supposed to have
learned. And so the company shortened subsequent sessions and reduced the
amount of content to allow for longer breakout segments where leaders could
really dig into the content together and come up with ideas for how they could
apply it day to day. The company also increased the role and presence of
executive sponsors to further underscore the urgency and business imperative of
the learning sessions and to serve as role models for taking the learning seriously.

A follow-up survey immediately after any given session asking not whether learners
enjoyed it but instead how they will experiment with their new skills in their
day-to-day work can also help gauge early effectiveness. In addition, in many
cases companies can send learners follow-up online tool kits to further equip

them to implement new skills or capabilities.
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It is important that business
stakeholders, as well as the L&D team
and HR management, fully engage with
the results and agree on next steps to
improve learning and business impact.

Companies can then track whether these tool kits are opened and used. In some
cases we've seen, learners meet in “peer coaching circles” to share what they've
applied and what went well and what they found difficult. Such sessions can also be
tracked. Some companies also use peer champions, who get additional training or
support for their roles, to do just-in-time check-ins, observations, and peer coaching
to reinforce and facilitate the application of learning. Other companies deploy
senior leaders to check in on and support the application of new concepts or tools.

A slightly longer-term tactic is running surveys or focus groups a month or so
out from a given learning session. At this point, companies are able to gauge
what leaders have retained from the program and to gather examples of how
they've applied this learning. The retailer focusing on a data transformation, for
example, asked about leaders’ memory of the data and dashboards available

in the organization and how they were using this information to make decisions
differently. Those who weren't yet using them were given individual nudges that
promoted newly available dashboards and asked whether they needed more
support from IT. (Quizzing participants on past learnings just before each new
session in a learning journey can also be helpful to determine whether review
content is needed.) And sometimes surveys identify additional benefits. During the
global pharmaceutical company’s program, for example, participants particularly
highlighted the value of the network and connections they were able to build.

After a few months, leaders have their first opportunity to understand

if the applied skills are starting to deliver the expected individual and
collective improvements. Feedback from the manager or other key
stakeholders is instrumental, alongside relevant individual KPI data
compared with the baseline data. At the global pharmaceutical company,
for example, 360-degree assessments at this stage showed that the group
as a whole had increased their scores related to agility by 32%.

When a learning program includes participation in solving a real business
problem for the company, reviews of progress by senior leaders are another
important early indicator. Both the global pharmaceutical company and the
global technology company used this approach, and, in both cases, the
senior leaders reviewing the work found that the business problem was being
addressed successfully and that individual learning goals were being met.

Documenting and reporting evidence of business
impact and creating the virtuous circle

Finally, based on the previously agreed timeline, the identified business metrics
can be collected and analyzed. The data, combined with qualitative interviews
with participants and their managers, can provide insights and recommendations
not only on the effectiveness of the leadership development journey in driving
business results but also on whether better results could be reached with changes,
either to the learning journey or to the metrics. It is important that business
stakeholders, as well as the L&D team and HR management, fully engage with

the results and agree on next steps to improve learning and business impact.

At the global pharmaceutical company, 92% of participants greatly reduced
their time to readiness, and 47% were promoted within two years. Another
learning journey, focused on helping commercial leaders adapt to a
fast-changing policy environment, supported leaders in finding more than

$25 million in revenue opportunities through application of new skills including
scenario planning and data-driven customer interaction. Even so, leaders
found room for improvement, such as adding work on a strategic project

for later cohorts and adding a formal review from the business sponsor.
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At the technology company focused on accelerating top female talent, 40% of
participants had been promoted at the one-year point, compared to an external
benchmark of a 6% annual promotion rate among women in technology.

At a consumer goods company focused on accelerating the careers of people
of color, nearly 50% of participants had been promoted after a year, and the
remainder had a promotion plan in place. This strong promotion rate resulted
in an overall increase in the representation of people of color at the director
level—the most senior level participating in the program—from 18% to 24%.

These successes highlight another important step leading companies can take

to make the most of learning journey data: linking learning to other aspects of
talent management. Both companies seeking to accelerate the career paths of
underrepresented leaders also shifted a critical aspect of their talent management
system by setting aside some succession planning and promotion meetings

to focus solely on the people who were on the learning journey. This allowed
these companies to avoid the common failure of overlooking underrepresented
talent in critical talent conversations. Steps like these are essential to a

company’s ability to leverage its leadership pipeline as a strategic asset.®

When results are less positive, business goals may have changed or it may
become clear that a different metric would offer better insight. At one
company, for example, the CEO added four leadership principles, and all
the learning journeys in progress had to reorganize around those.

Finally, learning journeys and elements of them can be not only continuously
improved based on the evidence collected from cohort to cohort but also
repositioned, as another global company learned. It had built a leadership
development program to support fast growth because external hiring was proving
to be expensive and a third of new hires were leaving in less than a year. Over three
years, the program has led to a retention rate of 98% for participants—but only
because of a significant adjustment after the first year. The company had positioned
its program as a reward for high performance and found that leaders being trained

Whether a company determines its expected immediate promotion or pay raises as a result. They left when that didn't
learning journeys need few changes happen. Repositioning the program as a “high-visibility, high-pressure career

or complete redesigns, taking full acceleration program,” with clearer expectations for next steps, led to success.
stock as soon as business KPIs can ' . o

reasonably be measured will ensure Whether a company determines that its learning journeys need few changes

the company can capitalize on its or complete redesigns, taking full stock as soon as early indicators and

leadership development initiatives. business KPIs can reasonably be measured will ensure the company can

capitalize on its leadership development initiatives. This will create the most
value as quickly as possible and establish a virtuous cycle from business
goals to data-informed learning journeys to business outcomes.

Measuring the impact of leadership development is difficult and will never be
an exact science. However, most companies can do much more than they
currently are throughout the life cycle of any leadership development
journey. Honest, transparent, and data-driven conversations about the
expected outcomes, observed impact, how to enhance the program
elements, and how to improve the measurement approach will pay dividends
on the organization’s investment in learning and ensure learning is
supporting meaningful business outcomes. All this is one important step for
companies seeking to treat their leadership pipeline with as much care as
they do any other strategic asset.

6 For more on this, see Alex Libson, TA Mitchell, and Mark Watt, “Making leadership development a team sport,”
Heidrick & Struggles, heidrick.com.
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