NEWDAND | =

ASSOCIATTE @

ANNUAL

CEO Benchmarking
Report 2019

CEOs reveal what keeps them up at night
Hint: Business problems are people problems

Newland Associates, Pl Certified Partner
www.newland-associates.com/assessments
888.739.8504 ext. 244

E
EDICTIVE
DEX



Introduction

In January of 2019, The Predictive Index™ surveyed 156 CEOs, presidents, and chairpeople. We
asked a slew of questions that cut to the heart of what drives them, what their challenges are,
and what keeps them up at night. Their answers revealed the patterns of high-performing CEOs

and allowed us to explore the executives’ inner thoughts and biggest weaknesses.

We've broken our findings down into four sections:

CEO top priorities, challenges, and anxieties 3

Analysis of CEOs at high-performing companies

CEOs’ biggest weaknesses—and what else they’re secretly thinking 15
The real lives of CEOs 20
Survey methodology 29
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SECTION 1

CEO top priorities,
challenges, and
anxieties




CEO top priorities, challenges, and anxieties

We begin by looking at the issues that consume CEOs. What are their biggest priorities and

biggest challenges? As you'll see, strategy and talent are top of mind.

We asked our panel of 156 CEOs to identify their single biggest priority. The data tell us strategy

and people come first—and then there’s everything else.

As a leader, you have a lot of important areas to focus on.
But of the following, which is your #1 priority?

Strategy development 39%
Talent strategy 30%

Operational execution 16%

e°

Strategy alignment )

Predicting market trends [BR)

Competitor analysis [CE)

H 8

\ll

_@"_ KEY FINDING: Strategy development and talent strategy
= are CEOs' top priorities.
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CEO top priorities, challenges, and anxieties

We also asked CEOs to identify their top three challenges, and a distinct pattern emerged. A
whopping 80 percent of the challenges they identified map back to people strategy and talent
management; and their #1 challenge is finding the right talent. (In the chart below, all talent

optimization challenges are highlighted in purple.)

As CEO, what are your biggest challenges? (choose up to 3)

Finding the right talent (I R :7°:
Building better operational processes (NG 25°%
Aligning my employees with our strategy (  NEENEEEEGEGEGEGEGEGE 2
Getting the most out of my people ([ NG
Creating a great work environment ([ D :°:
Building a solid business strategy (NN 21%
Beating the competition (NGNS 17%
Getting people to work effectively together (D 16°:
Getting my executive team on the same page [ N3
Developing new products and services (NG 15%
Managing expenses and cash (NG 14%
Training managers (NI 2%
Dealing with regulations, compliance, etc. (NNEGG_ 11%
Increasing the agility of work teams ([ NN 10°% @ Related to talent optimization

= relate to talent optimization.

2’ KEY FINDING: Four of the top five biggest CEO challenges
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CEO top priorities, challenges, and anxieties

CEOs’ fixation on optimizing their talent makes sense—not just on an emotional level, but also
on a financial level. In fact, if left unchecked, by 2030, the talent shortage could result in about
$8.5 trillion in unrealized annual revenues (Korn Ferry). There’s the ubiquitous reality that “our

people are our most valuable asset,” and another truism: People are most companies’ biggest

expense.

We asked the CEO panel what percentage of their total costs are employee-related. For 64
percent of companies, employee-related costs constitute at least half of their overall costs.

On average, employee-related costs make up 55 percent of total company costs.

Approximately what percentage of your costs are
employee-related/labor costs?

. 75-100% of all costs
. 50-74% of all costs
. 25-49% of all costs
- 0-24% of all costs

\ll

_@"_ KEY FINDING: 64 percent of companies have employee-
= related costs that constitute at least half of their overall
costs.
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CEO top priorities, challenges, and anxieties

Given what a big challenge (and cost) talent is for organizations, we wanted to understand
where CEOs feel they need help when it comes to talent strategy. Simply put—they need
help across the board. Their top three answers were leadership development, employee

performance, and pre-hire selection.

Where do you feel like you could use help with your talent strategy?

Leadership development 37%
Employee performance 33

Pre-hire selection 32%

w

Employee engagement
Succession planning 29%
Post-hire talent management
Organizational design 26%
Executive team alignment 23

Executive coaching 23%
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Culture 19%

|
_@" KEY FINDING: CEOs need help developing leaders,
managing employee performance, and leveraging pre-hire
assessments—i.e., talent optimization activities.
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SECTION 2

Analysis of CEOs
at high-performing
companies




Analysis of CEOs at high-performing companies

We were curious to know about the performance of the CEOs we surveyed, so we asked them
to reveal how they performed against their 2018 goals. In our sample, 145 (93 percent) CEOs

reported that they set goals in 2018, and more than half missed their goals.

Goal achievement

42%

10%
We fell far We got close We 100% We over-
short of but didn't hit achieved achieved on
our goals. our goals. our goals. our goals.

In the chart above, N= 145, representing CEOs who set goals for the 2018 calendar year.

N\ . /
= @‘ KEY FINDING: 52 percent of the CEOs who set goals in
¥ 2018 didn’t achieve them.
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Analysis of CEOs at high-performing companies

We then analyzed the responses of high-performing CEOs (those who met or exceeded their

2018 goals) to infer what makes them successful.
Understanding what CEOs are thinking about is a good place to start. Here are the top three

issues that CEOs say keeps them up at night: employee performance and productivity,

competitive pressures, and hiring the right people.

What keeps top-performing CEOs up at night?

Employee performance and productivity 36%
Competitive pressures 32%

Hiring the right people 30%

Customer satisfaction 26%

The economy 23%

. Related to talent optimization

In the chart above, N = 69, representing CEOs who were designated as “top performers” based on achieving 100
percent or more of their goals in the 2018 calendar year. (All talent optimization challenges are highlighted in purple.)

\ J /
= @' KEY FINDING: Two of the three top issues keeping high-
¥ performing CEOs up at night are people problems.
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Analysis of CEOs at high-performing companies

High-performing CEOs are much more likely to implement tools that help them evaluate

whether they have the right people in place.

Which of the following best describes how well you're able to
assess if you have the right team in place for your strategy?

| have tools that accurately 39%
evaluate whether I've got the
right people in the right roles. 58%

o,

/.

I have a gut feel about whether g
| have the right people.

gnt peop 38%
I don't know if | have - High performers
the right people.
. Everyone else

\ll

v

KEY FINDING: 58 percent of high-performing CEOs use
tools to assess job fit and team fit.
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Analysis of CEOs at high-performing companies

We wondered how employees felt about working at high-performing companies. A good proxy

for understanding employees’ perceptions of their companies is to look at Glassdoor ratings.

As it turns out, there was an undeniable correlation between company goal achievement and

high Glassdoor ratings.

What is your company’s Glassdoor employee review rating?

We overachieved on our goals.

We 100% achieved our goals. Vi

We got close but didn't hit our goals. 3

We fell far short of our goals.

c
(=} w
w

In the chart above, N = 79, representing data from CEOs who set goals in the 2018 calendar year and whose company
had a Glassdoor employee review rating. Additionally, the correlation between the Glassdoor rating and achievement
of goals was r=0.24 (p<0.05, pearson 2-tailed correlation).

\ll

v

KEY FINDING: High-performing companies had better
Glassdoor ratings than those who fell short of their goals.
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Analysis of CEOs at high-performing companies

We asked all CEOs whether they needed help with business strategy and execution or talent

strategy and execution in the past five years. The majority needed help on both fronts.

To what extent have you needed help with your...

. Business strategy and execution . Talent strategy and execution

18%

Extensive help needed

Could have used some help

23%
Didn't need much help

8%
Absolutely no help needed

6%

\ J /
= @' KEY FINDING: Nearly 70 percent of CEOs needed help with
¥ talent strategy and execution; 65 percent needed help with
business strategy and execution.
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Analysis of CEOs at high-performing companies

But when it comes to talent strategy and execution, high-performing CEOs are much more likely
to have purchased new software or systems or adopted a new process or playbook than other
CEOs.

When you needed help with talent strategy and execution, which of
the following have you invested in? (check all that apply)

43

Purchased a new software or systems .
%

39
Adopted a new process or playbook

26%

29%
Hired a human resources consultant

33%

23%
Hired a general management consultant

|
[3)]
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21%

Not done anything even though | should have

o
.°°;
oy

. High performer (N=69)

. Everyone else (N=76)

4

In the chart above, total N=145 (69 top performers, who hit or went over their 2018 goals, and 76 non-top performers,
who did not achieve their 2018 goals), representing CEOs who set goals for the 2018 calendar year.

\ll

v

KEY FINDING: High-performing CEOs leverage new
software, systems, processes, and playbooks to solve their
people problems.
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CEOs’ biggest
weaknesses—and

what else they're
secretly thinking




CEOs’ biggest weaknesses

We wanted to get inside the minds of CEOs and understand their own self-perceptions.

We were curious about what they considered their greatest vulnerabilities to be, so we asked
them to identify their single biggest weakness as a leader. Considering the top two responses, it

appears that even CEOs find it hard to hold the line with employees.

What do you consider to be your single biggest weakness as a leader?

Holding people accountable 18%
Getting rid of under-performers 15%
Staying focused 11%
Creating a great business strategy 10

Being analytical about the business 10%

©

Communicating clearly
Empathy for employees 7%
Motivating my employees
Hiring the best people 5%

Identifying new opportunities 5%

1Y
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Empathy for customers %

\ ' /
- @' KEY FINDING: CEOs’ biggest weakness is holding people
accountable.
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CEOs’ biggest weaknesses

Another topic we wanted to understand was CEOs’ ultimate drivers. The number one answer
(of the 10 options provided) was building a lasting company; the least-selected answer was

amassing personal wealth.

When it comes to work, which single thing do
you really care about the most?

Building a lasting company 25%
Seeing my employees succeed 13%
Serving customers 13
Achieving work-life balance 11%
Making a positive impact on the world 11%
Creating superb products and/or services 7%
Being around great people 6

Developing as a leader 6%

S

| II
&

Having fun %

Amassing personal wealth 3%

\ : /
= @‘ KEY FINDING: CEOs aren't in it for the money; they care
¥ about creating a company that lasts.
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CEOs’ biggest weaknesses

We also wondered what CEOs really think about their employees—but don’t necessarily say to

them. It turns out that most of those thoughts are more likely to be positive than negative.

Which of the following do you frequently find yourself thinking about
some of your employees--but not saying to them? (check all that apply)

We're lucky to have you at the company.

Your work ethic is amazing.

I'd be lost if you ever left.

Sometimes, | can’t believe how entitled you are.
Your work ethic is terrible.

I am amazed by your humility.

You're overpaid.

You're lucky you have a job at this company.
You're underpaid.

You're easily replaceable.

You should learn to respect your CEO a bit more.
I’'m not actually certain how to run this company.

I've got you fooled.
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\ ' /
= @' KEY FINDING: CEOs generally think positively about their
¥ employees, but don't necessarily share their thoughts.
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CEOs’ biggest weaknesses

The general perception of CEOs is that they’re confident and self-assured. We tried to validate
that perception with data by asking the following question: “On a scale from 1-10 (where 1 is

least effective and 10 is most effective), how would you rate your effectiveness as a leader?”

Indeed, the stereotype of CEOs having confidence seems to match reality. The average score

CEOs gave themselves in terms of their own leadership effectiveness: 8.25

On a scale from 1-10 (where 1 is the least effective and 10 is the
most effective), how would you rate your effectiveness as a leader?

37%
22%
19%
17%
3%
— —
1 2 3 4 5 6 7 8 9 10

\ ' /
- @‘ KEY FINDING: 78 percent of CEOs rate themselves an eight
¥ or above for their leadership effectiveness.
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SECTION 4

The real lives
of CEOs




The real lives of CEOs

Lastly, we thought it would be interesting to inquire about the lives of CEOs—including the kinds

of questions we ponder but generally don’t have license to ask. Here’s what we found.
Let’s start with money. On the base salary front, the CEOs in our panel had a mean average

annual salary of $178,454 and a median average annual salary of $149,000 (N=135; extreme

outliers were excluded).

What's your base annual salary?

$75K or less $75K to $150K $150K to $225K $225K or more

N\ . /
'@‘ KEY FINDING: 43 percent of CEOs earn a base annual
salary of at least 150k.
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The real lives of CEOs

Next we asked the question: “On top of your base salary, what's your additional annual earnings
potential?” The vast majority of CEOs also had major additional annual earnings potential.

Thirty-four percent could earn an additional 51 percent or more of their salary.

On top of your base salary, what's your additional annual earnings potential?

0% of annual salary [INEGEGIGIGNGNGGGEN 3%

1-10% of annual salary [NEGEGIGIGININING 15%
11-20% of annual salary [ ENEREGGGGGEGEGE 13
21-30% of annual salary [N 17
31-40% of annual salary [[NEG 4%
41-50% of annual salary [ 3%
I
B 2%
I 3

81-90% of annual salary [l 1%

91-100% of annual salary | NG 5%

100-150% of annual salary [N 3%

More than 150% of annual salary [ ENENREEE 0%

51-60% of annual salary
61-70% of annual salary

71-80% of annual salary

\ll

v

KEY FINDING: 87 percent of CEOs have the potential to
earn additional annual income.
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The real lives of CEOs

Not only did we gain a sense of how much they make, but we also learned a lot about how hard

they work—or at least how many hours they work. The mean average: 50.01 hours per week.

On average, how many hours a week do you work?

42%

22%
17%
under 30 31to 40 41 to 50 51to 60 over 60

N=153. Three outliers who reported working under 20 hours per week were excluded.

N\ . /
= @‘ KEY FINDING: 42 percent of CEOs work between 41 and 50
Y hours per week.
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The real lives of CEOs

And are they getting sleep at night? On average, just a wink or two more than seven hours a

night.

On average, how many hours of sleep do you get a night?

41%

24%
5%

21%
6%
_ e
e

5 hours 6 hours 7 hours 8 hours 9hours 10hours 11 hours

\ll

v

KEY FINDING: 41 percent of CEOs sleep for seven hours
per night.
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The real lives of CEOs

How do CEOs do when it comes to escaping the daily grind? The average amount of vacation
time CEOs took in 2018 was 18.9 days.

How many vacation days did you take in 2018?

0 to 5 days 11%

6 to 10 days

11 to 15 days

16 to 20 days

21 to 30 days

31 or more

\ll

v

KEY FINDING: CEOs take nearly 19 vacation days per year
on average.
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The real lives of CEOs

When CEOs aren’t working, what do they do to unwind? We asked them to identify their top three

activities. The most popular choices: athletic activities, personal hobbies, and watching TV.

Which of the following do you enjoy doing the most outside of work?
(Select up to 3)

athletic activities (NN +4%

Personal hobbies  ([NENNENER D 35

watching v (R 327

Domestic travel
Reading
International travel
Getting close to nature
Artistic endeavors
Learning about non work-related topics
Meditation

Going to the movies

Building personal collections

\ll

v

KEY FINDING: CEOs tend to enjoy sports; 44 percent
participate in athletics when they’re not working.

@ Annual CEO Benchmarking Report 2019




The real lives of CEOs

We wanted to learn how many books CEOs read (and what kind of reading they do). The average

number of books these CEOs read in 2018 was 9.7—with a strong preference for non-fiction over

fiction.
How many books did you read in 2018? Which are you more likely to read?
0 to 4 books 21%

5to 9 books 30%

10 to 14 books 22%

15 to 19 books 15%

20 or more books 12%

In the above charts N=154 (two responses were blank)

\ll

v

KEY FINDING: 49 percent of CEOs read 10 or more books
per year, and about two in three CEOs prefer to read
nonfiction books.
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The real lives of CEOs

Last but not least, we wanted to know how much CEOs attributed their career success to
natural ability and hard work, and how much they attributed it to luck. On average, they reported

it was 39.8 percent luck (and by inference, 60.2 percent natural abilities and hard work)

A lot of people aspire to become CEOs, and you've become one, so
we're curious to ask you a question about your success. If you assume
that becoming a CEO is part natural ability and hard work, and part
luck, what percentage of your success is attributable to luck?

. Natural ability and hard work

. Luck

N\ . /
= @' KEY FINDING: Hard work trumps luck when it comes to
¥ becoming a CEO.
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SECTION 5

Survey
methodology




Survey methodology

In January 2019, The Predictive Index conducted a survey of company CEOs, presidents, and

chairpeople. We secured respondents through three sources:

1. Emails to those with the job title “CEOQ”
or “Chief Executive Officer” in our Expected annual revenue:
existing contact database (both clients

and prospects) o
<$1TMMM %

2. Responses from CEOs via a panel

provider called Critical Mix

$1MM - $10MM 42%
3. Through Respondent.io., which is a

platform that connects researchers to
reliable and credible respondents $10MM - $50MM 329

Through those means, we collected 156
$50MM+ 15%

completed survey responses. Here is some

information about the respondent pool:

Industries:

Technology/Software (N 6%
Business/Professional Services (NN 15%
Manufacturing (I 13%
other (NG 13%
Construction (NG 10%
Healthcare/Life Sciences (NG 5%
Finance/Insurance (NN & What is your job title?
Retail (NG 5%
Education (NG 4%
Hospitality/Food Services (INND 3%
Transportation/Distribution (D 3%
Energy @ 1%
Government (@l 1%
Sports/Entertainment ([l 1%
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