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Survey Methodology

= Aim: Better understand
— how coherent companies are
— what the relationship between coherence and performance (profitability and revenue growth) is

= Methodology

— Web-based survey, including 21 questions on the topics of strategy development, decision
making and priority setting, capabilities, growth, and cost cutting.

— Used the Booz & Company coherence algorithm to translate respondents’ answers into a
coherence score that allowed us to segment participants’ companies into three clusters:
coherent companies, companies that are on the journey to coherence, and incoherent
companies.

— Established a link between reported performance (based on respondents’ ranking of their
company’s profitability and revenue growth relative to their industry) and coherence (as
determined by our proprietary algorithm) as well as various coherence drivers (as probed by the
survey)

» The survey can be found at www.booz.com/coherence-profiler.
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2798 respondents have completed the coherence profiler, one third
coming from companies headquartered in North America

Position of Respondent Location of Company’s Headquarter
Number of Number of
respondents respondents 1091
i 541
403
I 1 163
Other VP/ Manager Non- Asia/ Europe Latin Middle  North No
C-Suite Director mgmt  answer Austr./ America East/ America answer
S.Pacific Africa
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Respondents indicate that top executives face significant strategic
challenges

Which of the following are significant challenges for top executives at your company?

Communicating the strategy and getting buy-in for it. 50%

Ensuring day-to-day decisions are in line with the 550¢
strategy. 0
strategy. °
into action. 0

6%

None of the above.

% of
respondents
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Having too many conflicting priorities is the largest frustration
factor for managers, according to survey respondents

Which of the following are frustration factors for managers in your organization?

Managing to short-term, top-down targets that are not _39cy
achievable. 0
Having to review too many proposals that don't 2704
support the overall strategy. 0
Needing to turn down ideas their teams have worked _18%
out.

Having many of their decisions being second-guessed.

None of the above.

% of
respondents

Booz & Company 4
December 15 2011



A significant number of executives don’t believe in the success of
their strategy - it lacks differentiation and is not well understood

Which of the following holds true?

Your company has a clear way to create value in the o
market. 70%
This way to create value is understood by your 46%
customers and employees.
You feel your strategy will lead your company to _ 46%
success.
Your strategy defines how you fundamentally 570
differentiate yourself in the market. 0

Your company has a right to win in all the markets in
L 20%
which it competes.
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Most respondents indicate that their company’s capabilities don’t
support their strategy and aren’t leveraged by all their businesses

Which of the following holds true?

Your company has a clearly stated set of capabilities,
i.e., things you do better than anyone else, that
customers value and competitors can’t beat

56%

These capabilities fully support your strategy, the way
you create value in the market

These capabilities reinforce each other to form an
interlocking system

All of your businesses leverage those same
capabilities

% of
respondents

Booz & Company 6
December 15 2011



The vast majority of participants report that growth sometimes
leads to waste and functional depts. receive competing demands

How often does the following apply?

Rarely

Sometimes

Often

Do functional
departments of your
waste in your company? company often get

competing demands
from different business
units (BUs)?

Note: Sums may not total 100% due to rounding

Do growth initiatives
sometimes lead to

Which of these best describes your company’s
philosophy about strategy and strategy
development?

Pursue a broad
portfolio of
strategic options
and spread the

risk.

Look at what
you're great at
and find a market
where you can
capitalize best on
those capabilities.

Choose an
attractive market
and figure out how
to be successful in
it.
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Respondents from firms with fewer firm-wide strategic priorities
report higher revenue growth

Does your company have a clearly Reported revenue growth of companies,
stated list of firm-wide strategic priorities? depending on number of firm-wide initiatives
If so, how many priorities are on that list? % of
respondents
1 to 3 priorities
] Below industry
| average
No list with |
40%
priorities s ° 48%
38% 51%
4 to 6 priorities - 460, | At about
industry
- average

Above industry

7 to 10 priorities average

More than 10 priorities

1to3 410 6 71010 Morethan No list
priorities priorities priorities 10 priorities  with
priorities
Note: Sums may not total 100% due to rounding
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Executives who say their company’s capabilities support the
strategy are most likely to say revenue growth is above average

Do these capabilities support your strategy, Reported revenue growth of companies, depending
the way you create value in the market? on whether their capabilities support their strategy
% of
respondents

No, do not support. |

Yes, fully support.

Below industry
average

41%

. 48%

At about
industry

0,
SR average

Partly support.
Above industry
average

Yes, fully Partly support. No, do not
support. support.

Note: Sums may not total 100% due to rounding
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Respondents from firms deemed coherent indicate much stronger
revenue growth than those from incoherent ones

Coherence of companies as determined by Reported revenue growth of companies,
Booz & Company algorithm depending on their coherence
% of
respondents
i Below industry
(0]

Incoherent Coherent ] average

i . At about

| 31% industry

average

. 45%

Above industry
average

On the journey toward coherence

Incoherent On the journey Coherent
toward
coherence

Note: Sums may not total 100% due to rounding
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