Leadership Integrity

Executive Summary



Leadership Integrity Overview

In an effort to increase productivity in a
struggling economy, companies need to
look at how much counter-productivity is
costing their company:

» Employee theft and fraud cost the
average business 1-2% of its sales

» Substance abuse costs U.S. companies
$200 billion in lost productivity

» Workplace
companies $4 to $6 billion per year

violence costs u.S.

And who sets the tone for the organization
to discourage this type of behavior? The
organization’s leaders! Therefore,
organizations need to hire leaders who not
only exhibit integrity but also hold the rest
of the organization accountable for

avoiding counter-productive behavior.

Research shows that when leaders abuse
their power, this results in employee stress,
decreased job satisfaction, and turnover.
When experiencing abusive leadership
employees often retaliate against the
organization through theft and lost
productivity.

So how do you identify leaders with
integrity? In a typical selection process,
determining one’s integrity can be difficult
and inaccurate. BHI sought to help its
clients by developing such a measure to
help with this difficult process.

BHI dedicated research efforts to create
and validate an assessment that measures a
leader’s propensity to exhibit integrity. This
research was based on an empirical model
of leadership counter-productivity that has
been supported internationally.

...when leaders abuse their power,
this results in employee stress,
decreased job satisfaction, and
turnover. When experiencing
abusive leadership employees
often retaliate against the
organization through theft and

lost productivity.

The following research summary provides
results of the study, methodology in
creating the new assessment, and ways you
can incorporate BHI’s new Leadership
Integrity™ scale in vyour current BHI
assessment process.
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PROCESS AND METHODOLOGY

Background Research

BHI conducted an extensive literature
review on abusive leadership, ethical
leadership, and counter-productive
workplace behavior. BHI identified a recent
empirically-validated taxonomy of leader
counter-productive behavior as a guiding
framework for the development of the
assessment. BHI also reached out to select
clients that had experience with leadership
integrity issues to gather more examples of
leadership counter-productivity. Based on
this research, the following areas were
targeted for developing the new

assessment:

e interpersonal aggression

e misuse of organizational resources
e alcohol/substance abuse

e sexual harassment

e manipulation of information

o lying

e misuse of power

e discrimination

e condoning wrongdoing of others

e fraternization

Low Integrity candidates are
twice as likely to be in heated
arguments at work than high
integrity candidates.

Development Process

Through BHI’s literature review and client
feedback, critical incidents of leadership
counter-productive behavior were
captured, providing specific examples of
behaviors that should be addressed in the
new tool. BHI wrote several situational
judgment test items measuring leadership
integrity based on the background research.
This type of test format presents a business
related scenario and then asks candidates
to choose from a list of options on how they
would typically respond to the situation.
Items were reviewed internally, then a pilot
version was created to use for validation

purposes.

Example of Situational Judgment Test:

One of your top performing employees is due to be
promoted to a role that will require the two of you
to work closely with each other. You recognize the
employee’s performance record, but you do not
care for their personality and working with him/her
would be difficult for you. What would you do?

A. Ask a co-worker how they would handle this
situation

B. Suggest the employee receive coaching to
change their interpersonal approach, and
promote them when they show progress

C. Transfer the employee to a different
department where he/she may be a better
fit

D. Promote the employee, and work through
the interpersonal issues

E. Keep the employee in his/her role since it
would create a difficult work relationship
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BHI invited clients to participate in the
leadership integrity data collection process.
The leadership integrity pilot scale was
completed by applicants as part of their
current selection process. Candidates were
also asked to voluntarily provide self-
reports of counter-productive behavior and
attitudes towards counter-productivity,
which were used as our criteria to score and
validate the assessment. BHI also partnered
with the University of Texas at Arlington
(UTA) as a part of a study in their
psychology department. UTA students who
were currently employed in a variety of
industries completed the leadership
integrity pilot version, the criteria items,
and several other scales included in the
integrity study.

Low Integrity candidates are
more than 12 times more
likely to manipulate numbers
or figures than high integrity
candidates.
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RESULTS

BHI collected a total of 665 data records
from the BHI client sample the UTA integrity
study. Below are some statistics of the self-
reported incidences of select leader
counter-productive behaviors discovered in

the study:

e 23% have given a product or service
for a discount against company

policy at least a couple of times.

18%
make results appear better.

have manipulated data to

29% repeatedly ignore misconduct
of subordinates.

Leadership Integrity Results

The BHI research team used best practices
to empirically score item responses, and
identify the most predictive items from the
The
Integrity scale consists of 15 items that

pilot version. resulting Leadership
show a considerable relationship with the
counter-productive criteria collected in the
study. Therefore, this assessment is a valid
measure for predicting criteria related to
leadership integrity. Furthermore, this new
revealed no adverse

scale impact or

predictive bias.

The following statistics and graphs display
how strongly the Leadership Integrity scale
is related to these important criteria.

Low Integrity candidates are twice
as likely to be in heated arguments

at  work
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candidates.

Low Integrity candidates are 4 times
more likely to ignore rules and give
a product or service at a discount.

Low Integrity candidates are more
than
manipulate numbers or figures than

12 times more likely to

high integrity candidates.

Low Integrity candidates are almost

4 times more likely to have

inappropriately taken things at the
organization’s expense.
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NEXT STEPS

Integrating Leadership Integrity Scale with
current Products

The Leadership Integrity scale is now
available as an index with any of BHI's
standard assessments used to evaluate
leadership positions:

e BHSelect™

e BHSelect SR™

e PerformanceView™

e PerformancePlus™

e PerformancePlus EX™

Please contact BHI to receive sample
reports.

How can I start using this new assessment?

The Leadership Integrity scale is now
offered exclusively on BHI's new online
assessment platform, BHIOnline.

Contact your client manager or
BHI  Client Services (1-800-274-4541;
clientservices@bhionline.com) to begin

using your current assessment with the new
Leadership Integrity scale.

With BHI’s new, flexible platform, you can
also create a custom assessment solution
that includes the leadership integrity scale
in addition to several new assessment
scales that BHI has recently developed.

About BHIOnline

BHIOnline is a scalable, customizable online
system designed to meet  your
organization’s specific needs and create an
easy, efficient and seamless selection
process. BHIOnline offers an unlimited
number of assessment options at all levels,
offerings  (SQ,
Performance Plus, BHSelect, etc..) to

from  our flagship
competency-based, custom assessments
designed specifically for your company. It
can be integrated with other systems,
including PeopleSoft, CLICK And Hire,
background check companies, and many
more. BHI’s reporting functions give you
access to your candidate results at your
fingertips and allow you to track your
team’s usage and ensure consistent
compliance. The security and access
functions ensure easy access to results
while maintaining the necessary
confidentiality.

e User-friendly system

e 24/7 access

e Company-specific branding

e Automatic notification of results

e Customizable emails

e Access to tracking reports

e Configurable security and access
settings

e Multi-lingual capability

e Ability to integrate with other
providers

e One system for all your company’s
assessment
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