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Professor Winfried Ruigrok

Preface

Many top managers advertise that nurturing talents and developing

the next generation of leaders is a top priority in their organizations.

Unfortunately, these next generation leaders are often highly critical

of their organization’s approach to executive learning and leadership
development.

At the same time, learning & development departments are still
relatively new in most organizations, and professionals managing
this function cannot rely on similar standardized structures and
processes as their colleagues in other functions. Moreover, business
intelligence on executive learning and leadership development is
rare and often biased.

Against this background, the Executive School of Management,
Technology and Law at the University of St.Gallen conducted a survey
among key human resources and learning & development decision-
makers in Europe with a focus on the German-speaking area.

The St.Gallen Executive Education Report (SEER) confirms that

a large majority of executives are dissatisfied with the current

state of executive learning and leadership development in their
organizations. Respondents complain that short-term efficiency
goals often frustrate a long-term strategy and structure for learning
and development. Less than one in twelve firms can quantify their
“ROI” on learning.

However, we find ample reasons for optimism. Human resources
and learning & development directors expect that the scope of their
activities will increase over the next years. This report identifies

the avenues they may explore. We establish that innovation front-
runners in executive learning and leadership development rely on a
holistic blend of formal and informal learning mechanisms. We also
show that while in most cases Chief Learning Officers only have
operational responsibilities, firms that equip the Chief Learning
Officer with executive powers are more likely to develop an effective
and innovative learning and development architecture.

I'hope our report will help organizations across Europe to innovate
their executive learning and leadership development for the benefit
of their next generation leaders.

I'wish you good reading and lots of inspiration!

Professor Winfried Ruigrok

). V. /QA.-(@L
———

Dean, Executive School of Management, Technology and Law,
University of St.Gallen



Executive Summary

The St.Gallen Executive Education Report (SEER)
explores new frontiers in executive learning and
leadership development (EL&LD), producing
insights that help business leaders with deci-
sion-making and resource allocation. The study
addresses five key managerial dimensions of
EL&LD (Fig. 1).

Fig. 1: The five dimensions of the report
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The main conclusions are:

1. Current state and challenges: Firms are dissat-
isfied with their EL&LD. Only one out of five
respondents thinks their firm is unlocking the
full potential of its EL&LD. Many firms are
facing a difficult internal arena characterized
e.g. by limited resources, poor internal coordi-
nation, and a lack of an overarching learning
architecture;

2. Business and managerial objectives: The para-
mount objective organizations faced in EL&
LD has been to increase efficiency, reflecting
the tough business climate over the past years;

3. Approaches and resources: There are four
stages in the evolution of EL&LD. Firms at the
first stage have little or no formal and infor-
mal learning mechanisms. Firms at the fourth
stage have a clear focus on nurturing executive
talent. Firms at the fourth stage face fewer ob-
stacles, have a clearer focus on their objectives,
and are more likely to consider themselves an
innovation front-runner in EL&LD;

4. Responsibilities and outcomes: One in six
firms has assigned a Chief Learning Officer
(CLO). However, appointing a CLO will not
do miracles. Only a firm that equips the CLO
with executive powers is likely to generate
measurable positive effects on EL&LD;

5. Trends and outlook: EL&LD executives are
looking at the future with optimism. They
expect that the scope of their activities will
increase and that the EL&LD function will
further professionalize.



Methodology

Over spring/summer 2013 we conducted a sur-
vey among human resources (HR) and learn-
ing & development (L&D) directors in Europe.
We tested a pilot of the survey with two dozen
informed professionals. We cooperated with
HR magazines and professional organizations
in Germany (Personalmagazin), Switzerland
(Ziircher Gesellschaft fur Personal) and Austria
(Personal Manager). In addition, we advertised
alink at several human resources and leadership
& development LinkedIn and Xing groups, and
we brought the survey to the attention of a group
of University of St.Gallen alumni who are active
as HR professionals.

The survey was only sent to senior HR and L&D
practitioners. We obtained 428 useable respons-
es. About 44 percent of respondents are working
with companies based in Switzerland, 27 percent
of respondents originate from companies based
in Germany, and 19 percent from companies
based in Austria (Fig. 2). The remaining compa-
nies are spread over several European countries
(esp. the Netherlands).

Fig. 2: Location of companies that
completed the survey
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Source: St.Gallen Executive Education
Report 2014

The industries and firm size in our survey reflect
the industrial structure of our three primary
countries (Fig. 3). Almost 23 percent of compa-
nies are active in the industrial goods sector,
almost 13 percent in financial services, and over
10 percent in consumer goods. Both small and
very large companies are represented in the
sample: almost 12 percent of companies have
revenues less than € 15 million, while 11 percent
have revenues of over € 20 billion.

Fig. 3: Industries of companies that
completed the survey
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Our survey managed to reach key HR and
L&D decision-makers. Almost 50 percent of
our respondents have global firm-wide deci-
sion-making power, while another 30 percent
have firm-wide regional authority (Fig. 4).
Almost forty percent of respondents have been
in their current role for over five years, while 56
percent of respondents have been with their cur-
rent company for over five years.

Our sample bias tests indicate that the patterns
in executive L&D that we identified are valid
across industries and across the three primary
countries. Firm size and country of establish-
ment occasionally affect L&D practices and ex-
pectations. Wherever relevant these effects are
mentioned.

All patterns described in this report are statisti-
cally significant using analyses of variance, gen-
eral linear models and cluster analyses.

In autumn 2013, we presented the survey find-
ings to a group of senior HR and L&D executives
in order to assess, validate and comment on the
findings. Several quotes in this report have been
taken from this session.

Fig. 4: Respondents’ decision levels
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Source: St.Gallen Executive Education
Report 2014

List of abbreviations

CEO
CLO
EFMD

EL&LD

HR
IT
L&D
ROI
SEER

Chief Executive Officer
Chief Learning Officer

European Foundation for
Management Development

Executive Learning and
Leadership Development

Human Resources
Information Technology
Learning & Development
Return on Investment

St.Gallen Executive Education Report



Current State and Challenges

The first set of questions we asked refers to the current state
of executive learning and leadership development.

Companies are dissatisfied
with their EL&LD

Many executives report being dissatisfied with
their executive learning and leadership develop-
ment (EL&LD) programs (Fig. 5). Only one out
of five respondents thinks his/her firm is unlock-
ing the full potential of its EL&LD. Executives
working at companies based in Germany are
more critical of their own organizations in this
respect than their colleagues in Switzerland and
Austria. Small firms are particularly dissatisfied,
yet a majority of respondents working at the
largest firms also indicated that their organiza-
tions failed to achieve the full potential.

This is not welcome news for leadership & devel-
opment (L&D) directors. However, this result is
in line with other findings. One UK study even
found that over 90 percent of managers believe
their companies are not developing leaders
effectively.

Fig. 5: Extent to which firms are
unlocking their full EL&LD potential

At the same time our survey suggests that com-
panies are not taking this situation for granted
nor actively seeking to improve this situation.
We asked executives if they see their companies
as EL&LD innovation front-runners. Here, the
picture is a bit more positive. About 33 percent
of respondents indicated they think their com-
panies are indeed EL&LD innovation front-run-
ners (Fig. 6). Across countries, executives at larg-
er companies are more likely to rate their EL&LD
activities as innovative than executives working
at smaller organizations.

Again executives working at German companies
indicate lower scores than their Austrian and
Swiss counterparts. Below, the report presents
two reasons why German respondents are less
satisfied: (1) German firms put significantly less
emphasis on both formal and informal learning
mechanisms; and (2) German companies are
significantly less likely to have a Chief Learning
Officer (CLO) than Austrian or Swiss firms.

Fig. 6: Extent to which firms consider
themselves EL&LD innovation front-
runners
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Source: St.Gallen Executive Education Report 2014. Question: To what extent do you agree or disagree with the
following statements referring to the current state of executive learning and leadership development in your organization?



A note on EL&LD terminology

The words “executive” and “manager”,

as well as the words “training”, “devel-

opment” and “education” are often used

interchangeably. However, these words

have slightly different meanings.

The word executive signifies a person
with decision-making responsibilities.
The group of executives is often limited
to the top 5-10 percent of an organi-
zation.

The word manager refers to a person
who manages important tasks as well
as other people but who does not neces-
sarily have decision-making powers.
Training is a one-way transmission

of knowledge from teacher/instructor
to learner that is restricted to a certain
time period and focused on technical
qualification for a job. It may often be a
“one size fits all” education: the learner
has to acquire a prescribed body of
knowledge or skills within a pre-de-
fined period of time and may have to
demonstrate mastery of the knowledge
by completing a test.

Management developmentis a process
of facilitating personal growth and pre-
paring for leadership roles which may
extend over a manager’s entire career.
Management development may include
trainings. Yet as a manager’s career
progresses, the focus will typically shift
towards more individualized and tai-
lored personal feedback based on inten-
sive interaction with instructors, peers
or coaches.

Education may be seen as an umbrella
term that covers both training and man-
agement development. In this report
we only use this word in the context of
executive education, i.e. management
development aimed at executives.

Key barriers: Limited resources
and functional diversity

Why are respondents so dissatisfied with EL&LD
in their organizations? Five reasons stand out

(Fig. 7).

First, not surprisingly, the vast majority of re-
spondents state that they have to cope with very
limited resources. There are no significant dif-
ferences between executives at large or smaller
companies. L&D directors at larger companies
may have more resources at their disposal, but
also face a more demanding internal arena and
over the past years have struggled with the same
low-growth economic environment as small

firms.

Second, the variety of individual executives’
functional backgrounds poses a big challenge for
EL&LD. A senior IT manager and a marketing
director typically will have different strengths
and weaknesses as they are prepared to take up
executive positions. Almost two-thirds of re-
spondents (64 percent) highlight the diversity of
executives’ functional backgrounds as a compli-

cating factor.

“The one-size-fits-all approach

no longer works.”

Survey respondent | Firm-wide EL&LD decider,
large industrial goods company

Large firms mention the diversity of executives’
functional backgrounds more frequently as a
challenge than small firms. At large organiza-
tions, functional specialization is often more ad-
vanced than at smaller ones. The challenge that
L&D directors face is to make successful and
committed functional specialists work together

effectively in executive teams.

Additional barriers: Lack of EL&LD
strategy and structure

Third, organizational realities often act as a pow-
erful barrier to building effective company-wide
EL&LD programs. 61 percent of respondents



complain about a lack of alignment and coor-

“Cost pressure and short-term
target-setting are constantly under-
mining our long-term executive

dination across divisions and business units. In
many companies, divisions and business units
favor their own goals over company-wide learn-

ing and development objectives.

Fourth, a similar share (60 percent) of respond-
ents regards the absence of an overarching
learning architecture as a major obstacle. The
larger the firm, the more likely respondents
are to mention this point. The next chapters
will describe how particularly large firms are
responding to this challenge.

Fifth, 57 percent of respondents complain that
short-term business goals tend to undermine

development initiatives.”

Survey respondent | Regional EL&LD decider,
mid-sized industrial goods company

longer term activities. Respondents in both small
and large firms mention this, and we find no
differences across industries. This result may
partly reflect the situation of low growth at the
time of our survey. However, many HR and L&D
directors we spoke with confirmed this finding.
Short-term business pressures and urgent is-

sues requiring top management attention often
prevail at the expense of pursuing long-term

“In our company executive develop-
ment is not a C-level agenda topic.
Other things are more urgent.”

Expert panel member | EL&LD director

EL&LD objectives, e.g. by reallocating funds,
cutting programs, or canceling top managers’
contributions to key events.

The next chapters will identify factors that help
companies to overcome these obstacles.

Fig. 7: Potential obstacles to executive learning and leadership development
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Source: St.Gallen Executive Education Report 2014. Question: To what extent do you agree or disagree with the
following statement referring to potential obstacles to executive learning and leadership development in your organization:
In my organization, executive education and leadership development have to cope with...



Business and Managerial Objectives

The second set of questions we asked refers to the
business and managerial objectives companies pursue with

their EL&LD programs.

Efficiency paramount objective

We asked respondents to rate the business objec-
tives that their organizations pursue with their
EL&LD programs. We listed four possible busi-
ness objectives: efficiency, growth, innovation
and organizational transformation. Respond-
ents were asked to rank these four objectives on
ascale from 1-4.

Respondents clearly rank efficiency as their or-
ganization’s primary business objective with
regard to their EL&LD programs (Fig. 8). More
than one-third (35 percent) ranked efficiency
as their organization’s top priority. This is in
line with the finding in the previous chapter,
i.e. that respondents overwhelmingly state that
they have to cope with very limited resources.
Efficiency motives may override more strategic
EL&LD objectives, such as speeding up innova-
tion, growth or organizational transformation.

Fig. 8: Relative importance of business objectives
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Source: St.Gallen Executive Education Report 2014. Question: Please rank the relative importance of the
following business objectives for executive learning and leadership development in your organization.



Efficiency is the dominant business objective
for EL&LD irrespective of company size (both
measured by revenues and employees). It is also
the dominant objective in all industries (except
IT) and in all three major countries in our survey.

One may object that efficiency itself cannot be
considered as a business objective, since it rath-
er refers to the economic use of resources (cost,
time or effort) in pursuing an objective. Howev-
er, it is revealing that efficiency ranks so para-
mount compared with the other three business
objectives, and this result underlines the efficien-
cy pressures facing EL&LD.

Growth, innovation and organizational trans-
formation are mentioned almost equally often
as business objectives. However, there are some
notable firm size and industry differences.

“To justify the investment, executive
development has to prove its impact
on business performance.”

Survey respondent | Firm-wide EL&LD decider, mid-sized IT company

Growth is particularly important to the largest
companies in our sample, and less so for small
firms. To the largest organizations efficiency and
growth are in fact equally important. Companies
in the IT and utility industries particularly em-
phasize growth as an objective.

EL&LD crucial for business innovation

Surprisingly, innovation and organizational
transformation do not score very highly as busi-
ness objectives that companies pursue through
their EL&LD programs. However, companies
thatlist innovation as their most prominent busi-
ness objective are more likely to state that they
unlock their full EL&LD potential and are more
likely to consider themselves as EL&LD innova-
tion front-runner. Firms with a stronger focus on
business innovation clearly regard EL&LD as an
essential vehicle in pursuing innovation.

“Our objective is to prepare
executives for future growth

opportunities and business models
regardless of today’s commercial

success.’

Survey respondent | EL&LD expert contributor,
large financial company

Companies in the IT and utility industries attach
more importance to innovation than those in
other industries, and less to organizational trans-
formation. Organizational transformation, on
the other hand, ranks as a more important objec-
tive at larger organizations.

1



Managing teams more important than
managing overall organization

We asked respondents to rank the relative im-
portance of three levels that EL&LD may focus
on: the overall organization, the team, or the
individual (self-management).

Companies decidedly rate team management
as the most important level. This result is robust
across firm size, industry and country of affilia-
tion.

“As a CEQ, | always took off several
weeks for executive education in order
to recalibrate and think.’

Expert panel member | Former CEO and chair,
international professional services firm

12

This may seem counter intuitive. After all,
the more senior the executive, the more (s)he
should take into account the interests of the en-
tire organization, not just those of his/her team.
However, senior executives are always team
members, up to the level of the top management
team. Effectiveness in teams is not a discrete skill
that an executive possesses or does not possess,
but rather a competence that requires continu-
ous nurturing and checking with peers and exec-
utives from different industries.

Team management is the dominant managerial
objective in EL&LD because teams are on the rise
— across all types of organizations. Companies
are facing ever more complex environments. It
takes specialists to understand and keep up with
this growing complexity, and it takes teams to
integrate specialists’ expertise and competen-
cies. Growing specialization and teams go hand
in hand. However, teams are not always living
up to their potential because they may fail to
exploit their members” strengths. Cooperation
may be suboptimal, and performance below
expectation. While we know how to manage
departments and divisions, many companies are
still struggling to create teams that excel.

The other two levels (self-management and
organization management) obtain almost equal
weighting. We find no size or industry effects.

“As organizations transform from

product providers to network-

based solution businesses, executives
will have to play a stronger role in
enabling collaboration between teames,

functions, and geographies.”

Survey respondent | EL&LD expert contributor,
large services company



Challenges, Goals and Outcomes

Challenges of executive learning and leadership development

N~

Nl

Common challenges faced are Less common challenges faced are
72% limited resources 32% high degree of local talent hoarding
64% different functional backgrounds 22% an “all executives are equal” mindset
61% insufficient alignment across different units 20% high fluctuation among executives

60% absence of overarching learning achitecture
57% short-term business goals undermining
longer-term activities

Goals pursued with executive learning and leadership development

Outcomes of executive learning and leadership development
Non-financial metrics used to measure outcome, ranked by order of importance:

N4 N
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Only one out of three Only one out of five companies Only one out of twelve companies
companies sees itself as thinks that it is unlocking the is able to quantify financially
innovation front-runner full potential in its EL&LD the return on EL&LD
in EL&LD
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Approaches and Resources

The third set of questions we asked refers to the approaches

companies use in their EL&LD programs.

Only one-third of companies focus
on formal learning, half offer informal
learning

What approaches do companies use in order to
implement their EL&LD objectives? We asked
respondents to indicate to what extent their or-
ganizations rely on formal and informal learning
mechanisms.

Formal learning mechanisms may include
structured development programs such

as internal seminars, classroom learning
and regular training programs. Formal
mechanisms may also refer to coaching or

Just over one-third of our sampled companies
indicate that they focus very much or much on
formal learning (34 percent). Firms that con-
sider themselves an innovation front-runner
in EL&LD report significantly more frequent-
ly to be using formal learning mechanisms. A
substantial share of firms (28 percent) have lit-
tle or no formal learning mechanisms in place,
while a larger group of respondents (38 percent)
claim their organizations have “some” formal
mechanisms in place. German firms stand out
compared with their Swiss and Austrian coun-
terparts in that 40 percent of them report to put
little or no emphasis on formal learning.

“We enhance formal training with
on-the-job experiences, vertical and
lateral assignments across business
lines and functions, and dedicated

mentoring made available to a specified
group of participants, including one-on-
one coaching and peer coaching, or the use
of specific leadership assessments tools.

Informal learning mechanisms are a
broad category which may include volun-
tary or case-by-case coaching or mentoring
programs, or forms of experiential learn-
ing. Informal learning may also refer to cir-
cumstances when an individual manager
takes the development initiative rather
than the organization, e.g. by requesting
for permission or financial support for
joining an external development program.

coaches.”

Survey respondent | Firm-wide EL&LD decider,
large services company

Our results show that the companies surveyed
have a stronger focus on informal learning than
on formal learning (Fig. 9). Exactly 50 percent of
the organizations in our sample focus very much
or much on informal mechanisms. Almost one-
fifth of the respondents indicate their organiza-
tions have little or no focus on informal learning.

Fig. 9: Efforts attributed to formal and informal learning

Informal Learning
Formal Learning ‘
[
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Source: St.Gallen Executive Education Report 2014. Question: How much emphasis is attributed to formal/
informal learning in your organization for executive learning and leadership development?
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Four stages in the evolution of EL&LD

Additional cluster analysis reveals that one can
identify four distinct stages in the evolution of
EL&LD. Each stage represents a significant pro-
fessionalization in developing talents and nur-
turing executive leaders compared with the pre-
vious stage (Fig. 10):

1. Infancy stage. About one out of twelve com-
panies (8 percent) are at this stage where firms
have set up little or no formal and informal
learning mechanisms. The vast majority (70
percent) of these companies have less than
1,000 employees. On average these firms are
highly exposed to budgetary constraints,

struggle with insufficient coordination across
divisions and business units and focus on
short-term business goals at the expense of
longer term activities.

. Unbalanced stage. At this stage, firms have

recognized the importance of EL&LD activi-
ties and typically develop a pronounced focus
on either formal or informal learning-but not
on both. These activities still lack an overarch-
ing logic and rather reveal a “we have to do
something” mind-set. About 25 percent of
firms at this stage have made some progress
with informal learning mechanisms, whereas
13 percent have rather developed some formal
learning mechanisms.

Fig. 10: Stages in development of executive learning and leadership development
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(Numbers in brackets show percentage of companies per stage, n=395)

Source: St.Gallen Executive Education Report 2014
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3. Growth stage. Almost four out of ten compa-

ing at companies in the infancy stage are most
dissatisfied with the current state of EL&LD in
their organizations. As companies advance to

nies are currently in the growth stage (39 per-
cent). At this stage, executives understand that
formal and informal learning mechanisms the next stages on this trajectory, respondents
are not mutually exclusive but rather address
different facets of EL&LD. Hence, firms start

developing a more holistic approach towards

become more positive. Respondents working
at organizations in the nurturing stage are most
likely to rate their organizations as an innovation

EL&LD, and start putting more emphasis on
the learning mechanism that remained under-
developed in the previous stage. For almost
half of all companies at this stage (or 18 per-
cent of the total sample of firms) the challenge
will be to strengthen formal learning mecha-
nisms.

. Nurturing stage. Firms at this stage have a

well-structured set of both formal and infor-
mal learning mechanisms in place. This is the
case for over one out of seven companies (15
percent). These firms are more likely to have a
CLO and are more likely to agree to the state-
ment that they are unlocking the full L&D
potential in their organization.

front-runner in EL&LD.

Typically, in-house programs are only
open to participants from within a focal
company. In-house programs may be
conducted either by using (1) primarily
internal resources such as corporate HR
specialists, EL&LD officials or top exec-
utives, (2) primarily external resources
such as professional instructors, coaches
or consultants, or (3) a combination of
both internal and external resources.
Combinations of internal and external
resources are most frequent. External
programs are usually operated by special-

ized institutions and aimed at a broader
These four stages make a positive and significant audience including participants from

difference to L&D professionals (as indicated by different companies or industries.

the changing colors in Fig 10). Managers work-

Fig. 11: Importance of formal learning mechanisms
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Source: St.Gallen Executive Education Report 2014. Question: In your assessment, how important are
the following learning mechanisms for your organization’s executive learning and leadership development?



Organizations rely more on in-house
programs and tailored content

A large group of companies are somewhere on
the trajectory between stage 1 and stage 4. We
asked companies to reflect on the importance for
their organizations of several types of more for-
mal learning, i.e. in-house management devel-
opment programs, in-house academy or corpo-
rate university, external tailored programs and
external open programs (Fig. 11).

A majority of respondents to the survey state
that all types of formal learning mechanisms
have become more important, even if for many
companies formal programs still play a smaller
role. Organizations have started to rely more
especially on in-house programs and corporate
academies. About 60 percent of firms indicated
they had increased the number of in-house man-
agement development programs, while almost
50 percent rely more on their own business acad-
emy or corporate university. This trend is not
limited to large firms: also mid-sized companies
report an increase here.

By far the most important reason for stepping up
the role of in-house management development
programs and of a business academy or corpo-
rate university is that this allows for content tai-
lored to the organization’s need. In total 41 per-
cent of firms rated this as the no. 1 motive. The
larger the firm, the more they look for tailored
content. Other motives to rely more on internal
resources are that this enables firms to estab-
lish organizational standards, and that internal
resources facilitate multiplication across the
organization. Cost related reasons or the desire
to increase internal acceptance are no dominant
motives for building internal capabilities.

Companies also have started to rely more on
external providers, both for external tailored
programs and for the open enrollment programs
that external providers offer. The primary reason
to rely on external providers is to obtain expert
knowledge. In total 64 percent of firms rated this
as the no. 1 motive. Additional reasons are that
external providers serve to challenge the status
quo in the organization, and occasionally help
to resolve internal capacity constraints. Other
motives for going external, such as the desire
to obtain external certification, are rated as less
important by our respondents.

“We use fewer external providers
but those we do work with really
customize L&D.Today we receive
very targeted external inputs, no

off-the-shelf products.”

Expert panel member | EL&LD director, mid-sized company
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Responsibilities and Outcomes

The fourth set of questions we asked refers to the organiza-
tion and impact measurement used for EL&LD programs.

One in six firms have appointed a Chief
Learning Officer, their responsibilities
vary

A CLO is the highest ranking corporate officer in
charge of all L&D activities in the organization.
In 1994, General Electric appointed an accom-
plished academic to become the first ever CLO
in history. Two decades later, many CLOs are
still struggling to carve out their position and
responsibilities in the corporate hierarchy.

Today, CLOs are still the exception to the rule in
the L&D field. Less than 17 percent of the com-
panies in our sample have installed a CLO (Fig.
12). The larger the organization, the more likely
it is to have a CLO: almost 39 percent of firms
with revenues of over € 20 billion have a CLO.
CLOs can be found more often in the financial
industry (34 percent of companies have a CLO)
and consumer goods industry (where 27 percent
of firms have a CLO). CLOs can be found more
frequently at Swiss than at German or Austrian
companies.

“L&D is too important to delegate
operationally.”

Expert panel member | EL&LD expert contributor,
small-sized services company
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Firms that have appointed a CLO on average
also tend to have made progress along other key
dimensions. For instance, firms with a CLO tend
to put more emphasis on formal learning, and
tend to use internal resources more frequently
in order to set company-wide standards. Firms
with a CLO also report they are more likely to
unlock their organization's full EL&LD poten-
tial and are more likely to rate themselves as an
EL&LD front-runner.

However, we needed to rule out the possibility
that CLOs who completed our survey simply
scored items higher in order to justify their roles.
We therefore investigated the role of the CLO in
more detail.

“Having a Chief Learning Officer

can work when you have a

central role with top-down power

and budget.”

Expert panel member | EL&LD director

Our survey shows that companies do not have a
common understanding of a CLO’s responsibil-
ities. CLOs have a wide range of responsibilities
and powers. CLOs are more frequently in charge
of coordinating existing and launching new stra-
tegic initiatives (87 and 82 percent), evaluating
providers (75 percent) and setting standards (73
percent). A majority of CLOs also manage dedi-
cated staff (58 percent). However, it is less com-
mon for the CLO to have authority over budgets
(only 48 percent).

Our analysis reveals there are two broad types
of CLOs, with the second type significantly more
effective than the first one:

1. Operational CLO. This can be a CLO who co-
ordinates existing initiatives, evaluates pro-
viders, sets standards, and manages dedicated
staff. Our survey suggests that organizations
do not benefit greatly from having an opera-
tional CLO. Companies with an operational
CLO do not report to be better at unlocking
their organization’s full EL&LD potential and
are not more likely to consider themselves as
an innovation front-runner.



2. Executive CLO. This type of CLO has the
above operational responsibilities but in ad-
dition also has authority over budgets, and
can launch new strategic initiatives. Only or-
ganizations that have appointed an executive
CLO appear to be able to reap clear benefits.
Companies with an executive CLO report to
be better at unlocking their organization’s full
EL&LD potential and more likely consider
themselves as an innovation front-runner.

Put differently, appointing a CLO alone will not
do miracles. Only a firm that equips the CLO
with executive powers is likely to generate meas-
urable positive effects on EL&LD. The higher
the stage of EL&LD (Fig. 10), the more likely the
company is to have a CLO. Moreover, the higher
the stage of EL&LD, the more likely the com-
pany is to have appointed a CLO with executive
powers.!

Fig. 12: The prevalence of CLO appointments (across firm size, industry*, and country)

Less than one in twelve firms can
quantify the “ROI” on learning

For many years, L&D professionals have been
searching for the “holy grail” which allows
them to measure the effect of EL&LD. EL&LD
programs are expensive, and the investments
should therefore pay off. Top management team
and board members are keen to ask for L&D
investments’ expected returns, and L&D direc-
tors have often found it difficult to provide sat-
isfactory answers.

The question whether it is possible and desirable
to measure the ROI on learning leaves the L&D
community divided. Some academics, L&D
directors and external L&D providers argue that
itis difficult or even undesirable (1) trying to pre-
dict a person’s learning and development, and
(2) seeking to quantify these future financial ben-
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"One should keep in mind that the percentage of firms with a CLO is low to begin with.Thus in the nurturing stage of EL&LD,still only one-third

of firms have appointed a CLO. However, almost two-thirds of these CLOs do have executive powers (63 percent).



“No learning architecture will
have any impact if there’s no ROI
for the business.”

Survey respondent | Firm-wide EL&LD decider, large healthcare company

efits. According to this argument, by measuring
the ROI on learning L&D risks focusing on overt
learning which is instantly measurable. This
may go to the expense of covert learning which
isbased on critical reflection and understanding.

Nevertheless, in particular large firms increas-
ingly request consultants and external EL&LD
providers to offer ways to measure impact. Our
survey reveals the reason why they are doing
so. Less than 8 percent of respondents indicated
being able to assess the quality of their EL&LD
activities in financial terms.

Two-thirds (over 66 percent) of all firms in our
survey agreed that they are unable to quantify

financially their “return on executive L&D" (Fig.
13). We found no significant differences across
firm sizes, industries or countries: the vast ma-
jority of companies are struggling to measure
the impact of their EL&LD programs in financial
terms.

Executives’ performance on the job
most common yardstick for assessing
EL&LD impact

Although most firms are unable to measure the
financial returns of EL&LD programs, they use a
range of non-financial success metrics. The most
important metric that companies use is the ex-
ecutive’s on-the-job performance (Fig. 14). The
retention of executives and satisfaction of exec-
utives vie for second position. Employer brand
strength is less important as a metric overall.
However, as explained above, to firms in the
fourth or nurturing stage of EL&LD employer
brand strength is significantly more important
than to other firms.

Fig. 13: Ability to quantify return on executive learning and leadership development
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Source: St.Gallen Executive Education Report 2014

Fig. 14: Metrics to assess executive learning and leadership development
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Source: St.Gallen Executive Education Report 2014. Question: Please rank the relative importance of the following
metrics used to assess the impact of executive learning and leadership development in your organization.



Chief Learning Officer

The chief learning officer (CLO)

The CLO plays a key role as highest-ranking
officer in the firm for executive learning and
leadership development, usually reporting to
the CEO or Head of Human Resources.

The rise of the CLO function
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Trends and Outlook

In the final set of questions we asked respondents about

the future of EL&LD.

EL&LD directors expect their scope of
activities will increase

EL&LD directors are looking at the future with
optimism. Our survey disclosed three trends for
the next three years.

First, respondents expect a notable increase in
EL&LD activities. Almost three-quarters (74
percent) of respondents believe that the scope of
EL&LD activities will expand (Fig. 15). Respond-
ents at both larger and smaller organizations
predict that the scope of activities will widen.
However, the expectation is most pronounced
at firms with fewer than 5,000 employees. These
companies may recognize the advantages of
moving from the infant or unbalanced to the
next stage on the EL&LD trajectory.

“The demands on leadership will rise
further because of bigger departments,
constant change, and employees

expecting more personal coaching.”

Survey respondent | Regional EL&LD decider,
mid-sized consumer goods company
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Second, a majority of firms (56 percent) expect
they will use more internal resources, while a
slightly smaller group of respondents (44 per-
cent) expect to employ more external resources.
Many EL&LD directors regard using internal
and external resources as complementary op-
tions rather than as mutually exclusive. How-
ever, there are some differences between small
and large organizations. Whereas large firms are
likely to expand both their use of internal and ex-
ternal resources, small firms indicated they are
more likely only to step up using external pro-
grams and providers in the future.

“We spend more money over fewer
heads.The fewer we train, the more

this training is appreciated.”

Expert panel member | HR director, mid-sized company

Third, over 54 percent of companies believe they
will increase their EL&LD spending per exec-
utive over the next three years. Smaller firms
mention this point more frequently than larger
firms. Several respondents and interviewees in
follow-up discussions indicated that they will
spend more on EL&LD in the future, but that
they will focus their efforts on a smaller number
of participants. In the future, organizations may
expect managers to signal their EL&LD potential
and interest more explicitly before deciding to
invest in their development.



Fig. 15: Expected executive learning and leadership development trends
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Source: St.Gallen Executive Education Report 2014. Question: Looking three years forward to 2016, how will
executive learning and leadership development in your organization change?

Functional diversity rated as more
important diversity challenge than
gender diversity

According to our respondents, functional diver-
sity features undisputedly as the leading EL&LD
diversity challenge also in the near future. Al-
most half of all respondents (49 percent) rank
functional diversity as their first or second big-
gest challenge (Fig. 16). Industry and education-
al background diversity come as a distant second
and third. Age diversity, gender diversity and
cultural background diversity are mentioned
much less frequently as critical development
challenges. This confirms the finding reported in
the first chapter (Current State and Objectives).

Gender diversity features particularly low as a
perceived EL&LD challenge compared with the
importance this has in Northern and Western

Europe and in North America. In Switzerland,
Germany and Austria, the percentage of female
managers and executives is lower than in North-
ern Europe or North America. Male managers
may not see gender diversity as an equally im-
portant challenge as female managers.

However, the larger the firm, the more gender
diversity is actually mentioned as a critical chal-
lenge (certainly when measuring firm size by the
number of employees). The largest firms score
significantly higher on gender diversity and
cultural diversity (Fig. 16). Academic research
has shown that on average, large firms are more
active internationally, hence more exposed to
gender diversity initiatives coming from other
regions. Some large firms may also be govern-
ment-owned, which will expose such firms more
directly to societal trends. Moreover, large firms
are also the object of more public and media at-
tention. This corresponds with our result that
large firms focus much more on e.g. reintegra-

“Knowledge is overrated, behavior
underrated... Too many leaders
manage as experts.’

Survey respondent | Firm-wide EL&LD decider,
large healthcare company

tion programs for women and gender diversity
quotas. Mid-sized firms report markedly lower
scores, whereas for smaller firms gender diversi-
ty isnot a leading issue.
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Fig. 16: Relative importance of diversity challenges
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Source: St.Gallen Executive Education Report 2014. Question: \What is the most critical or least important
challenge that your organization is facing regarding diversity management among executives?

Professionalizing the EL&LD function

HR and L&D directors are deeply committed to
facilitating learning and development in their
organizations. However, in many organizations
the EL&LD function is still relatively new, and
L&D professionals cannot rely on similar stand-
ardized structures and processes as their col-
leagues in other functions. Moreover, reliable,
independent and systematic information about
how companies organize their EL&LD structure
and process is scarce.

This first St.Gallen Executive Education Re-
port establishes the obstacles that HR and L&D
directors face, the objectives they pursue, and
the approaches they follow. The report provides
suggestions how L&D professionals may build

a more effective EL&LD structure. In particular,
the report identifies four stages in the profes-
sional development of the EL&LD function. Our
analysis suggests that by moving up to the next
stage organizations will become better at nurtur-
ing their talents and future executive leaders.

The Executive School of Management, Technol-
ogy and Law at the University of St.Gallen will
continue to provide organizations with sound
and reliable benchmarking and evidence-based
best-practices in EL&LD. In doing so, we hope
to support HR and L&D directors as well as top
management teams and boards in realizing their
corporate and strategic objectives.

The second St.Gallen Executive Education Report
will be published in 2016.



Approaches, Resources and Developments

Executive learning and leadership development approaches

Formal or informal learning?

34% attribute very much or much 50% attribute very much or much
emphasis to formal learning emphasis to informal learning
Companies that emphasize formal learning Companies that emphasize informal learning
- Are rather from Germany than Austria or Switzerland - Are rather from Switzerland or Austria than Germany
- Are mainly larger firms with 1000+ employees - Use internal resources to save costs and to support the
More frequently claim they are able to quantify their multiplication of knowledge across the organization
ROI on executive education - Use external resources to challenge the status quo

Executive learning and leadership development resources

Use of resources today, ranked by order of importance:

INTERNAL EXTERNAL

RESOURCES RESOURCES

Internal resources are used to External resources are used to
1. Tailor content to organization needs 1. Obtain expert knowledge

2. Establish organization standards 2. Challenge the status quo

3. Support multiplication across the organization 3. Resolve internal capacity constraints
4. Save costs 4. Try out something new

5. Increase internal acceptance 5. Obtain external certification

Executive learning and leadership developments
Decision-makers expect by 2016:

74, 44

INCREASE DECREASE

564 8

INCREASE DECREASE

54 14%
INCREASE DECREASE

44, 175

INCREASE DECREASE

43 15%

INCREASE DECREASE
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