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Introduction

This study is a deep exploration of the world of
globalizing miecaps. It draws upon 83 interview
conducted exclusively fage-face with Gsuite
leaders from every continent. Lasting up to two
hours, the interviews were conducted by Amroj
Partners overtte Summer and Fall of 2013, usir
a structured framework designed bgsearchers
at IMD, the topranked global business school
based in Lausanne, Switzerland.

Our focus: the human element:

— Talent Management at Top Levels
— Culture and its Implications fBerformance
— Board Governance

This is your personal invitation to enter theghti
Deck of t od awcCaps- agplaaeb a
beyond public declarations or annual reperts
hear what Gsuite leaders are confideatly, and
often spontaneously, reading- in their own
words.

Welcome On Board.
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Large public companies (and, it seems, more and more state-owned
enterprises) control a significant proportion of global assets and often
garner the lion’s share of attention from both business academics and
professional service firms. At the other extreme, start-ups are all the
rage in the New Economy and attract a large number of ambitious
business graduates, as well as “emigrés” from the large company
sector who are seeking a new beginning.

But what about those in the middle? The research base shows far
more limited work on mid-caps, especially on their leadership, talent
and cultural aspects (and why these are vital). Yet globalizing mid-
caps can be trend-setters, in part because they are facing some of the
classic global business dilemmas for the first time and may choose to
address these in new and different ways.

We therefore set out to examine, up close and systematically, a
diverse set of mid-cap companies as seen through the eyes of their
leaders (typically founders, CEOs, or other Board Members). We did
this by means of structured interviews and a qualitative study
methodology known as ‘content analysis’, which treats the leaders’
own words as data to be tallied, categorized, and compared across
companies. The result is a set of findings that speak directly to the
key issues on the minds of mid-cap leaders, “telling it like it is” and
raising questions for all who work in, or with, these enterprises going

forward.

Whatever your business, | hope you will find the insights in this report,
drawn directly from the words of those running some of today’s most
successful and ambitious mid-cap firms, to be helpful and inspiring,
and the questions it raises to be useful questions to apply to your own
organization and/or those of your customers.
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Maury Peiperl
On behalf of IMD
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Already a powerful economic force, today’s globalizing mid-caps are set
to join the leading organizations of tomorrow. Many are firmly
established in their national or regional markets, some are already
operating beyond regional boundaries. Whatever their status, their
journey is a fast-evolving one.

We have long suspected that globalizing mid-caps had special cultures
and ambitions. In our day-to-day interactions with senior executives all
over the world we experience a wide spectrum of leadership talent
needs, and are witnessing significant shifts in Board composition and
functionality.

We wanted to connect and consolidate these experiences, in order to
fully claim our right to deliver the ‘trusted advisorship’ that mid-cap
organizations deserve, to help them identify their ‘Leaders For What's
Next.'

We therefore decided to launch our Global Study - a formal initiative
dedicated to exploring, in depth, the exciting world of mid-caps. We
sought to identify some of the common themes uniting these very
diverse organizations across continents.

We sincerely thank IMD, and all of our participating organizations, for
helping us to build our first hypotheses, set out some important findings,
and raise a number of key questions for mid-caps to ask themselves.

As one who may already be leading a mid-cap organization, is seeking to
join their world, or would simply like to understand it better, you will
find a wealth of ideas here to help you on your way. | wish you a
thought-provoking journey.

IRY/A

Ulrich Dade
On behalf of the Amrop Partnership
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Welcome to the Flight Deck: Headlines

Successful midcaps take an ambitious, long-term view. Growth and globalization are high on the
agenda, fuelled by stretch targets, sheer determination and a sense of ‘no limits’.

79% were studying the successes (and failures) of other companiesgrowth and globalization
strategies, culture, human capital development, innovation and entrepreneurship. But 21% had no role
model and several believed themselves to be unique.

If many mid-caps already have a successful international business, only 9%elt truly ready
for globalization.

Managerial and cultural capacity for globalization are top-ranking, critical issues.These closely

follow concerns regarding global operations and production, market, economic and trading conditions.

Three main factors are positioning successful midcaps to win the war for customers and

talent.

—  Freedom - key functions and talent are given space to shape the evolving organization: Boards are
given relative freedom by share- and stakeholders, passing it on (or reconfirming it) to CEOs and
operating teams. Talent is free to act, fail, and evolve.

—  Connectivity — Boards have their finger on the pulse of the business and know the key market players
and customers. Talent is exposed to new ideas and perspectives. Boards are connected internally and
externally, as custodians of growth and globalization. Executives ensure talent is involved in
innovation, engaged in informal learning, and moving across functions, divisions and geography.

—  C-suite Stewardship — mid-cap leadership means proximity, articulating in person a mission touched
and felt throughout the organization. Many ‘pilots’ value their human touch: customer contact, direct
stimulation of innovation and entrepreneurship, the live communication of mission and the surfacing,
sponsorship, and development of high potentials.

Successful midcapsstrike a compelling balance between local autonomy and corporate
influence. To reconcile consistency and agility, they are centralizing processes (e.g. HR, ICT) and
decentralizing decisions, particularly to market-facing areas.

Globalizing mid-caps have powerful employer branding to attract leadership talent: We see
high-visibility, internal talent pools, mobility between functions, divisions or geographies, competitive
financial incentives and world-class learning and development.

Many mid-caps are ideally positioned to be innovation and entrepreneurship champions.
Manageable size combined with global reach can enable broad-based innovation spanning products,
processes, levels, and markets; networks characterized by intensive cross-border information exchange;

and the freedom to experiment, fail and learn in local markets and quickly transfer that learning across the
organization.

Mid-cap Boards are tailoring themselves for globalization.CEOs and Boards maneuver freely,
while being positively challenged by objective, independent voices. Board composition is shifting to reflect
globalization - via national, functional and sectoral diversity.
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Contents

This report is divided into two major sections. The first, ‘View From 30,000 Feet,” addresses ‘macro issues
— phenomena that apply across an organization (such as organizational ambition). The second, ‘Closer to
the Terrain,” more deeply examines the specifics of three critical organizational areas: leadership talent
management (The Flight to Leadership), innovation and entrepreneurship (Becoming the Carrier of the
Future), and Board Governance (The Flight Controllers). To help you navigate, the document is color-
coded as below.

)

Closer to the Terrain

7 The Flight Controllers: Board Governance
Mid-cap Boards are tailoring themselves for globalization and growth

8 What c¢s Next?
Towards a leadership profile for globalizing mid-caps — the Amrop view

9 Appendix
Methodology
Demographics
Acknowledgements
About the Authors

e

“wy
Amrop Welcome to the Flight Deck» 6 IM)



Introducing the High-Flying Mid-Caps

Capturingth@m ot i on of a-c@Gléobalizing mid

The companies participating in the study were selected on the basis of a market capitalization of US$1-10
billion. (Where the companies were not publicly listed, their asset base — as determined by public, or if
unavailable, private sources — was used as a rough equivalent). We selected the majority of the sample for
high growth — that is, greater than 10% average revenue growth over the prior three years. Most of the
selected companies had roughly 30% of revenues, assets, and/or employees overseas. Where this was not
the case, the ambition to globalize was high on the agenda. The number of employees ranged across the
spectrum, from fewer than 5,000 to more than 25,000 (see chart below). To ensure global
representativeness, companies were chosen to represent a wide spread of home countries from all regions
of the world, and numbered in close proportion to their region’s contribution to the global economy (see
Appendix for this, and further demographic information).

Market Capitalization

1%  Unknown
- 10% Lessthan 1bn
\
|/
21% Not publicly available | /

N

2% More than 10 bn

/

11% 5bnto 10 bn

N

55% 1bnto5bn
Number of Employees

13% 25000 or more

/

29% Less than 5000

AN

29% 10000 to 24999

/

/

29% 5000 to 9999
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The Flight Controllers:
Board Governance

So far we have seen that sharand
stakeholders are giving freedom to nradp
Boards to function i |
trusted by Boards to perform. Operations in tt
are given room for maneuveBoards are
structurally connected to internal information,
external views and to growth and globalizatiol
In this chapterwe seehow the Board agenda i
topped byan interplay between performance
and fnance, investments and talent.

We willlearn the value placed
upon theconstructive
confrontationof independent
Board Members, how Boards al
seeking geater diversityto
reflect globalization, and the
challenge for Boards to be
representative, yet lean.



Board GovernanceCthe Story So Far
In our ‘Winning Factors’ chapter, we have seen how many mid-cap Boards
display freedom and connectivity. In this chapter, we will look at further

Freedom

Connectivity
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