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Chief Strategy Officers (CSOs) — Increasingly prevalent

S&P 500 firms with CSOs in the TMT
"In the past five years,

7 the position of the Chief
[ +13% ;

49 Strategy Officer (CSO)
has emerged as a new
addition to the senior
executive ranks in a
significant number of
companies”

37%

33% 4%

Delmar, 2003

2003 2004 2005 2006 2007 2008

Note: Random sample of 150 S&P 500 firms

Source: Menz & Scheef (2011) Results CSO Study december 2011_v2.pptx | 2
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Chief Strategy Officer Survey 2011: Background & Method

Joint Study by the Institute of Management at the University of
St. Gallen and Roland Berger Strategy Consultants

PURPOSE > Understanding of role, background, Complete report
behavior, agenda, and benefits of CSOs published in
> Building/further strengthening December 2011,
CSO-Community some results have

been published in the
November issue of
Harvard Business
Manager

PARTICI- > Targeted at the strategy heads of the
PANTS 300 largest companies in DACHLI

> 110 CSOs participated in the study
(36.7% response rate)

Source: University of St. Gallen, Roland Berger Strategy Consultants (CSO Survey 2011) Results CSO Study december 2011_v2.pptx | 3
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Chief Strategy Officer Survey 2011: Sample Characteristics

Samp|e distribution: More than 100'000  Fewer than 1°000 > 77% of the participating

Firm size 50'000 to 1000 to CSOs' firms have more
[No. of employees] S e than 2'500 employees —
(n = 94) 22 (oue b Average firm size is 33'100

49'999 :
employees (median: 6'100)
10°000 t 2'500 to . :
24999 9'999 > Almost all large firms (i.e.

with sales exceeding USD

o i . inancial Servi 2.5 bn) in Austria, Germany,
. S Financial Services
Sample distribution: = and Switzerland have a
Industry sectors - CSO
(n = 93) A Goods &

 Life V Retail
Sciences

Industrials

Source: University of St. Gallen, Roland Berger Strategy Consultants (CSO Survey 2011) Results CSO Study december 2011 _v2.pptx | 4
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Chief Strategy Officer Survey 2011:

Fsight 1 CSOs are in powerful positions because of direct CEO access

Fsight 2 CSOs focus on corporate development - but there is a range of other activities
Fsight 3 CSOs' active involvement in their firms' strategic decisions is important

Fsight 4 CSO's capabilities are supposed to compensate the frequent lack of "street credibility”
Fsight 5 Thereis no standard career path leading to the CSO position

Insight 6 One Type does not fit all - different firms employ different CSOs

Insight 7 The problem to measure strategic impact and missing internal acceptance are main pain points

Insight 8 CSO's agenda reflects the need to adjust the strategic business model to recent developments

Source: University of St. Gallen, Roland Berger Strategy Consultants (CSO Survey 2011) Results CSO Study december 2011_v2.pptx | 5
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CSOs are in powerful positions because of direct CEO access

CSO's direct o CFOOthers
reporting line(s)  oper mont
n=109 board member oo

( ) e~ OO

CFO W

CEO

No. of employees in 5010 99 >10p

the strategy e N
department T 2%

(n = 100) A L

5t09

Source: University of St. Gallen, Roland Berger Strategy Consultants (CSO Survey 2011)

<d

> More than two thirds of the
participating CSOs report directly
to the CEO - Only 7% report to
the CFO and 4% to the COO

> The vast majority (73%) is located
on the second level of the
hierarchy below the CEO - The
remaining CSOs are located on the
third level of hierarchy

> More than two thirds of the CSOs
head departments with fewer
than 10 employees — Average
department size is 16 employees
(median: 7)

Results CSO Study december 2011 _v2.pptx | 6
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because of direct CEO access

Median no. of

012345678910

emp|0y995 Financial services
in the Strategy Consumer goods & retail
Department Industrials
Life sciences
Services
Average no. of

employees in
the Strategy
Department as
% of total no.
of employees

(n=110)

[%] 0.000 0.010 0.020 0.030 0.040 0.050

Financial services
Consumer goods & retail
Industrials

Life sciences

Services

0.040
0.045

Source: University of St. Gallen, Roland Berger Strategy Consultants (CSO Survey 2011)

> There are — partly
significant —
differences in the size
of the strategy
departments across
industries

> In general, larger firms
also have larger
strategy departments

Results CSO Study december 2011 _v2.pptx | 7
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CSOs

But there is a range of other activities

Corporate development [%] Portfolio management [%] & C°'_'P_°_|'ate development.
activities are top of the list

> Particularly, the importance

Strategic initiatives

and programs Mergers & acquisitions

gltgiﬁgéformulation/ Strategic alliances of Strategic initiatives and
Sounding board for CEO Coordination across-businesses programs reﬂeCtS the need to

or board of directors (synergy management) actively transform the
et ] Divestitures organization
_ > Frequently, the CSO's
Process management [%] CEO assistance [%)] | y

department serves as

Strategy implementation 57 172 Strategy communication to 10 46 "incubator" for SpeCial ized,
(incl. mo.r.utorlng) . mternél & externall stakeholders neW|y emerging aCtiVitieS SUCh
Competitive analysis/ 21 Functional strategies (e.g. IT, oNLarE

market research 57 marketing, sales, etc.) 535 as Co rporate reSponSIblllty
Performance evaluation .

of strategic projects 21 |57 Investor relations 17

(n=110) [ ] Very important B important

Source: University of St. Gallen, Roland Berger Strategy Consultants (CSO Survey 2011) Results CSO Study december 2011_v2.pptx | 8
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CSOs' active involvement in their firms' strategic decisions is

important

Who's involved in Strategic Decisions? (n=100)

1 2 3 4 5 > CSOs are actively involved
in their firms' strategic
CEO 4,92 decisions
CSO > However, not only CSOs, but

also other top managers,
particularly CFOs, are
involved in strategic
decisions;

Board of directors

CFO

Other top management

team members > There is a positive

correlation between CSO's
involvement in strategic
decisions and the quality of

A such decisions
Average 3,95

Divisional managers

Middle managers

Source: University of St. Gallen, Roland Berger Strategy Consultants (CSO Survey 2011) Results CSO Study december 2011_v2.pptx | 9
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CSOs' are supposed to compensate the frequent lack

of "street credibility"

CSOs Considering Capability "important” or
> Three sets of capabilities are

"very important" [%] crucial

— Analytical skills (considered by
89.1% of the participants as
"important" or "very important")

— Communicative and
persuasive skills (87.3%)

— Interpersonal/social skills
31.8 (81.8%)

> A diverse of set of capabilities/
skills is important because CSOs
often do not have experience in
leading a business unit and/or a
proven track record within in the
focal firm, which limits their authority
and power

00 10.0 200 300 400 500 600 700 80.0 90.0

Analytical skills

Communicative and
persuaive skills

Interpersonal/
social skills

Negotiating skills

Intercultural skills

Political skills

Technical skills

(n=100) [ ] Very important [ ] Important

Source: University of St. Gallen, Roland Berger Strategy Consultants (CSO Survey 2011) Results CSO Study december 2011_v2.pptx | 10
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CSOs' are supposed to compensate the frequent lack

of "street credibility"

Average importance of CSO capabilities

Very > There are - partly

T S|_gn|f|cant -
50 - e differences in the
450 461 | 464 ATIATI - average importance of
45 - -4741‘7‘-42 024 31938 CSO capabilities
' 397400 [ Hmm |4.05 383-81 3.91 3.75 across industry
4.0 1 3.83 3.83 367. sectors
3.59 el
35 1 > CSOs in the consumer
3.18 347 318 : :
0 3.00 goods, industrial, and
3.0 7 life sciences sectors
2z | 250 consider intercultural
' skills, political skills, and
= ] 1 B l ] ] technical skills more
T; i i T] T ] i important than CSOs in
0.0 . —. - = . other sectors
Not im- Analytical Communicative Intercultural Interpersonal/ Negotiation Political Technical
portant  skills  and persuasive  skills social skills skills skills skills
skills

(n=105)  [_] Financial services [__] Consumergoods & retail [Jl] Industrials [] Life sciences [} Services

Source: University of St. Gallen, Roland Berger Strategy Consultants (CSO Survey 2011) Results CSO Study december 2011_v2.pptx | 11
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There is leading to the CSO position

Functional A )t > More than one third of the CSOs

background Senera Memt 36.2 spent the majority of their careers in

%] (n = 105) Al general management roles (36.2%),
2 e e followed by finance positions

Strategy, corporate \
developm. and M8A (17.1%), marketing & sales (12.4%),

Consulting strategy, corporate development, and
Operations e 0
R&D mergers & acquisitions (8.6%), and
1 0
Special services consultlng (8-6 /0)
Other

> There is also substantial diversity
among the CSOs regarding the
extent of firm-specific experience;
the majority of CSOs had less than
two years of experience in the focal
Fewer firm (the average firm tenure is 7.5
el 2 years, and the average CSO tenure
is 3.3 years)

No. of years firm- More than 100
specific experience - q
when assuming the g

CSO role
(n = 103) 2t04 Q&

3\

Source: University of St. Gallen, Roland Berger Strategy Consultants (CSO Survey 2011) Results CSO Study december 2011_v2.pptx | 12
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One Type does not fit all — Different firms employ different CSOs

Consultants Coaches
26% of the participants 23% of the participants

In another firm

Specialists Implementer
26% of the participants 24% of the participants

Location of the prior position

In the same firm

Functional management General management
Type of the prior position

Source: University of St. Gallen, Roland Berger Strategy Consultants (CSO Survey 2011)

> Consultants lead relatively small teams and are
typically located in services or sometimes industrial
firms with 5'000 to 25'000 employees that have
rather centralized organization designs

> Specialists often serve as CSOs in financial
services firms or typically in small to medium-sized
firms (up to 25'000 employees), in which decision-
making is centralized

> Coaches can be observed in almost all industry

sectors — except for life sciences firm; they are
predominantly found in decentralized organizations

> Implementer are assisted by the largest strategy
departments of all CSO types; they serve in large,
decentralized firms in the financial services,
industrial, and life sciences sectors

Results CSO Study december 2011_v2.pptx | 13
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The problem to measure strategic impact and missing internal

acceptance are main pain points

Hurdles and pain points

To a very
great extent

5.0 7
4.5

4.0 >

3.5 1 3.183.14

2.5 2.36 2.332.33
2,0 _] 1-82 1.95

Tono Operational units Success of strategy  The strategy depart- Lack of support from
do not follow development cannot be ment gets different  management board
extent  girategic directives measured accurately  tasks in times of
economic downturns
(e.g. cost reduction)

3.14 3.09

3.00

256 2.67 2.67

2.19

(n = 96) [ ] Financial services [__] Consumer goods & retail [l Industrials [[] Life sciences || Services

Source: University of St. Gallen, Roland Berger Strategy Consultants (CSO Survey 2011)

> Main hurdle is that the

success of strategy
development cannot be
measured accurately

Another pain point is the
frequently missing internal
acceptance

There is some variation in
these hurdles across industry
sectors: Firms in the industrial
and life sciences sectors suffer
more from the disconnect
between strategy and
operations than firms in other
sectors

Results CSO Study december 2011_v2.pptx | 14
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to recent developments — Euro-Crisis may drive cost cutting

Hot topics related to the strategic business model

Development of new innovative products/integrated
solutions

Adding additional and innovative services to the
organization's portfolio

Entering new, emerging regions

Improvement of the organization's internal cross-
selling/generation of cross-business synergies

Defining and exploiting new customer segment/-groups

Strategic partnering to complete the organization's
offering/to share customers

Planning a different configuration of the organization's
value chain (to improve efficiency/effectiveness)
Planning to change the organization's value

creation model in the future

Use the direct channels (e.g. online) to serve the
organization's customers

Launching e-business activities

(n=96) 1=Tonoextent 5=Toa verygreat extent

Source: University of St. Gallen, Roland Berger Strategy Consultants (CSO Survey 2011)

4.0

> Actions that enable firms to

develop innovative, more
sophisticated products and
services are of major
importance for the CSOs

Top of the list are three growth
topics: development of new
innovative products/integrated
solutions, adding additional and
innovative services to the
organization's portfolio, and
entering new, emerging regions

Results CSO Study december 2011 _v2.pptx | 15
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Some results were published in the November issue of the

CSO survey 2011

Authors of the Study — Contact
> HBM 11/2011

University of St. Gallen, Institute of Management
> Prof. Dr. Markus Menz (markus.menz@unisg.ch)
> Prof. Dr. Gunter Muller-Stewens (guenter.mueller-stewens@unisg.ch)

nnnnnn

Roland Berger Strategy Consultants

> Switzerland: Dr. Carsten B. Henkel
(carsten_henkel@ch.rolandberger.com)

> Germany: Dr. Bjorn Reineke (bjoern_reineke@de.rolandberger.com)

> Germany: Dr. Tim Zimmermann
(tim.zimmermann@de.rolandberger.com)

> Austria: Rupert Petry (rupert_petry@at.rolandberger.com)
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