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The Chief Strategy Officer in the European Firm:
Professionalising Strategy in Times of Uncertainty

By Markus Menz, Giinter Miiller-Stewens, Tim Zimmermann & Christian Lattwein

The chief strategy officer (CSO) position has recently been
gaining prominence in European firms. However, little
is known about this new executive role. In this article,
the authors report some of their findings from a major
research program that involved two surveys of CSOs and
give a portrayal of the CSO’s role in continental European
firms. The article further highlights how CSOs deal with
the current uncertainty and how they professionalise their
firm’s strategy activities.

any European firms have been faced with increas-
Ming uncertainty and complexity over the past

few years. The recent financial and European
debt crises, fast-paced industry change, increased com-
petitiveness, changing customer needs, new technologies,
and more complex organisational structures of multibusi-
ness and multinational corporations, are but a few exam-
ples. Owing to these developments, the need for profes-
sional strategy development and execution is now greater
than ever before. As a consequence, firms increasingly often
opt for a chief strategy officer (CSO), a senior executive
who heads a dedicated strategy or corporate development
department, which may employ more than a hundred full-
time strategists.!

We observed that the CSO position has recently become
more prevalent in European firms and that there is a lack of
knowledge on this new executive role. Therefore, the University
of St. Gallen and Roland Berger Strategy Consultants ini-
tiated a major research program on the CSO'’s role in 2011.
Specifically, we conducted a survey with 90 CSOs of the
250 largest firms in Austria, Germany, and Switzerland in
2011, and another one with 54 CSOs from the same sample
in 2012.2 In addition, we conducted interviews and hosted
several roundtables with selected CSOs from major corpora-
tions such as Daimler, Deutsche Bank, Migros and Siemens.

The purpose of this article is to give a portrayal of the
CSO’s role in continental European firms and to illus-
trate how they deal with the uncertainties that their firm’s
currently face. Since there have been first efforts to under-
stand the CSO’s role in US and UK firms, we point out

The need for professional strategy develop-
ment and execution is now greater than ever
before. As a consequence, firms increasingly
often opt for a chief strategy officer (CSO).

the important similarities and differences between the con-
texts.> We also highlight what is generally needed to strate-
gise effectively in these difficult times. CSOs are on the rise
and increasingly qualify as future CEOs. Our findings there-
fore not only inform current strategists, other executives and
consultants, but also practitioners and students eager to learn
about this new role as a career opportunity.

The nature of the CSO

Although the CSO position is a relatively new phenome-
non, it has quickly become widespread in European firms.
Almost all the firms in our study’s sample whose annual
sales exceed one billion Euros have a CSO among their
executive ranks. 76 per cent of the CSOs in our 2012 study
report directly to the CEO and, thus, have a rather pow-
erful position. They are, however, very rarely located on
the first level of the organisational hierarchy, namely in
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the formal top management team (e.g.
“Vorstand” or “Geschaftsleitung”).
This also distinguishes the CSOs in
European firms from their peers in
the US, where almost 50 per cent were
official members of their firm’s execu-
tive board in 2008.*

While we use “chief strategy officer”
as an umbrella term for the strat-
egy heads, the firms in our sample use
many different titles for this position,
for example, “head of corporate devel-
opment”, “vice president strategy” and
“senior vice president corporate strat-
egy”’. However, we also observe that
European firms increasingly often
use the title “chief strategy officer”.
Although these variations indicate
potential differences in the CSO’s role
between firms,’ we find that several core
activities are usually part of the CSO’s
role and the respective strategy depart-
ment (see Figure 1).

Firstlyy, CSOs are responsible
for their firm’s corporate develop-
ment activities. In our sample, 94 per
cent of the CSOs consider strategy

Figure |
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formulation/planning important or
very important, and 89 per cent per-
ceive strategic initiatives as (very)
important activities that are part of
their job. Moreover, CSOs often act as
a sounding board for the CEO or the
senior executive team. Interestingly,
exploration and growth-oriented activ-
ities, for example new business (model)
development, seem to be (very) impor-
tant aspects of the CSO'’s role.

Secondly and similarly, the CSO'’s
role involves portfolio management
activities, such as strategic alliances,
mergers and acquisitions, and dives-
titures. Thirdly, CSOs are typically
engaged in managing their firm’s strat-
egy process, which includes diverse
tasks, such as competitive and market
analyses and strategy implementation
and monitoring. Finally, these exec-
utives may have an array of diverse
activities that are related to other func-
tional areas, such as marketing, corpo-
rate social responsibility and finance.
We summarise these specialist tasks as
“CEO assistance”.
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Source:Menz, M., Miiller-Stewens, G., Zimmermann, T. and Lattwein, C. (2013),“CSO’s Role in Times of
Uncertainty, Report of the CSO Survey 2012”. St. Gallen/Munich: University of St. Gallen/Roland Berger

Strategy Consultants.

While no standard career path seems
to lead to a CSO position, several qual-
ifications and types of experience are
frequently found among the CSOs in
European firms. About two third of
the CSOs in our sample have a master’s
degree in economics or business admin-
istration and about 40 per cent hold a
doctoral degree, which is customary for
senior executives in German-speaking
firms. CSOs’ functional background
varies; about one third has general man-
agement experience, while the rest have
worked in diverse functional areas, such
as strategy, marketing or finance. There
is also some variance in their firm-spe-
cific experience; more than 40 per cent
of the CSOs had less than two years’
experience in the focal firm when they
were appointed as CSO.

The CSO’s role in times of
uncertainty

CSOs in European firms currently face
several challenges and opportunities.
Uncertainty in the firm environment
has serious implications for European
firms’ and their CSQO’s strategy activ-
ities. These issues affect all aspects of
firms’ strategy processes and, thus, the
CSO'’s role itself.

Changes in the CSO’s role
A comparison between our 2011 and
2012 studies’ results reveals that CSO
activities in the areas of strategy process
management, corporate development
and portfolio management have become
more important. This is consistent with
our observation that the CSO’s role
has generally become more demand-
ing. In addition, strategy implemen-
tation, which is typically at the heart
of the CSO’s role, has gained impor-
tance. Conversations with CSOs in
European firms revealed that, over the
past few years, their role has evolved
from focusing on strategic planning to
being responsible for the entire strategy
process, specifically implementing their
firm’s strategy.

It is also noteworthy that acquisitions
have become less relevant to the CSOs
in our sample, while the importance of
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divestitures has increased. CSOs are in charge of refocusing or
restructuring their firm’s business portfolio. These and activi-
ties to coordinate the firm’s businesses are becoming increas-
ingly important aspects of the CSO’s role. This indicates that
there is a need to realise efficiency synergies, for example, by
means of joint procurement and supply chain management.
In sum, these and other short-term shifts in the CSOs’ activi-
ties are a consequence of the increasing uncertainty and vol-
atility in firms’ environment. They present a major challenge
for these executives.

Leaner strategy process

CSOs agree that the increased uncertainty due to market vol-
atility and other issues has a significant impact on their firm'’s
corporate development. Most CSOs consider a leaner strat-
egy process key to being able to cope with the current situa-
tion. Our study shows that instead of addressing the environ-
ment’s increased complexity with an equally complex strategy
process, CSOs focus on a few relevant aspects.

Accordingly, many of them, especially the CSOs of the
larger firms in our study sample, do not think that the recent
developments necessitate an increase in the number of strate-
gists in their department. This is remarkable, given the small
size of these central strategy departments. The average strat-
egy department consists of about 11 full-time strategists (the
Median is six employees) and only a few firms, for example,
Deutsche Bank or Siemens, have many more strategists at
their headquarters. Hence, CSOs do not seem to require more
resources to address the recent challenges.

Megatrends as opportunity

A key task of the CSO is to consider the potential effect of
long-term developments, frequently labelled “megatrends”,
such as climate change, urbanisation, and demographic
change, and integrate these into their firms’ strategic plan-
ning processes. Using the CSOs’ assessment of their firm'’s
financial performance to draw distinctions between them,
we notice that the CSOs of high-performing firms are more
likely to see megatrends as an opportunity than those of
low performing firms. Otherwise, CSOs of low-performing
firms are more likely to see megatrends as a threat than
those of high-performing firms. Overall, CSOs of high-per-
forming firms seem to be more long-term oriented and have
a more optimistic view of the future than those of low-per-
forming firms.

CSO’s collaboration with other functions

To address recent developments, firms increasingly launch
strategic initiatives that involve cross-functional collabora-
tion. There has recently been an increase in the number of
centralised corporate functions and of respective functional
top managers.® Questions regarding which functions should
and should not be centralised and how to integrate diverse
functions into the firm’s strategy processes and strategic

initiatives are critical.” CSOs regard collaboration between
strategic planning, risk management and operational plan-
ning as particularly critical to successfully dealing with
current uncertainties.

Our study reveals considerable differences between high-
performing and low-performing firms (see Figure 2). CSOs of
more successful firms cooperate with selected growth-oriented
functions, such as marketing, significantly more than CSOs
of less successful firms. CSOs of low-performing firms more
often collaborate with bottom-line functions, such as control-
ling, risk management and accounting, than their peers of
more successful firms. Generally, we find that CSOs of high-
performing firms are more likely than those of low-perform-
ing firms to focus their cross-functional collaboration efforts

Figure 2
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Source: Menz, M., Miiller-Stewens, G., Zimmermann, T.and Lattwein, C. (2013),“CSO’s Role
in Times of Uncertainty, Report of the CSO Survey 2012”. St. Gallen/Munich: University of
St. Gallen/Roland Berger Strategy Consultants.

on specific selected functions.
Measuring CSO'’s value creation
The CSOs in our study sample considered it important to
measure the value creation of a firm’s centralised strategy
department in general. However, this becomes even more rel-
evant in times of uncertainty when there is increased pressure
to justify the costs of a firm’s various centralised corporate
functions. Most CSOs consider measuring their department’s
value creation a (very) difficult task. They indicate that the
strategy department’s value creation is primarily measured by
the CEQ'’s perception thereof.

Fortunately, many CSOs currently professionalise their
firm’s strategy activities, for example, by developing stan-
dardised methods to measure the performance of their strategy
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Many firms still do not have a transparent and quantifiable way to regularly measure the im-
pact of the strategy department’s value creation. CSOs are aware of the need for measures
that rely on either objective criteria or the judgments of key stakeholders other than the CEO.

departments. While many firms still do not have a transparent
and quantifiable way to regularly measure the impact of the
strategy department’s value creation, CSOs are aware of the
need for measures that rely on either objective criteria or the
judgments of key stakeholders other than the CEQ, such as
divisional heads.

The future of the CSO

Since uncertainty in the firm environment and organisa-
tional complexity are likely to further increase in the future,
professional strategy activities will become more important.
European firms seem to increasingly often appoint CSOs as
members of their firm’s executive board, which has been quite
common in US firms for a while. For example, the reinsur-
ance firm Swiss Re recently announced: “Appointing John
R. Dacey [Head Group Strategy & Strategic Investments] to
the Group Executive Committee underscores the central role
played by Group Strategy & Strategic Investments in advanc-
ing our strategy and exploiting our research expertise”.?
These firms highlight the importance of strategy by putting
their CSOs in more powerful and influential positions.

In addition, the growing importance of strategizing capa-
bilities can be observed in the increasing number of firms
that appoint former CSOs — be it from inside or outside of
the firm — to senior executive roles or even as their CEO. A
former CSO of the electrical engineering giant Siemens, for
example, became a member of the firm’s executive board.
And recently, firms in different industries, such as the second-
largest German airline Air Berlin, sportswear firm Puma and
railway firm Deutsche Bahn, have appointed former CSOs as
their CEO. In conclusion, the number of firms that select a
CEO who has experience as a CSO will ultimately indicate
the importance of professional strategy activities. E3%
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