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Hard Facts for the Soft Factors

TPG Senior Advisor Norman Walker explains the secrets
of success for portfolio company CEOs.

Humatica: What do you look for in a winning CEO?

Walker: We look for CEOs who have demonstrated success,
who have delivered and created value. The "how" of that
leadership is also very important.

“Effective leaders will align, engage and galvanise
their organisations.”

The quality of leadership is extremely important and we place a
lot of emphasis on getting strong leaders in key positions.
Furthermore, you need a very strong team around the leader to
create and drive success. We are looking for people who have
the confidence to hire really strong executives in their team, as
they recognise the obvious benefit - a strong team makes their
job much easier. It is always a surprise to me to meet CEOs who
don't hire strong subordinates.

Humatica: What is the perfect CEO?

Walker: For me it is the CEO who is striving for excellence
rather than perfection. What you really come down to is
decisiveness. The executive who is striving for perfection is
actually indecisive. The decisive leader will say we have got
enough information - and if we haven't we will tweak and
course correct as events unfold.

Humatica: What are the main differences to leading in the
corporate world?

Walker: Many of the CEO qualities are the same as in the
corporate world, amongst others, the drive to achieve results
and a deep understanding of your business.

A really important characteristic, which is a challenge and a
rare attribute, is the ability to work both strategically and have
a deep grasp of operations at the same time.

There are three other main areas of difference to the corporate
world for the CEO. The first is resources. The quality of the
people may not be to the level of those you have been used to,
and some processes and practices will likely to be broken or
non-existent. Many corporate CEOs find the lack of a large
infrastructure around them to be a real challenge.

Secondly there is the speed at which you operate, with decision
making being the prime example. This is often the attraction
for CEOs coming into PE.
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The last area is politics. Internal politics are inherent in large
organisations. Happily we don't have time for this. There is an
alignment between the sponsor, the leadership team and the
organisation, because we are all interested in the same goal of
building the success of the company.

Humatica: What are the characteristics of the best private
equity backed CEOs you've worked with?

Walker: Great leaders are highly creative and action orientated.
They are able to look at a situation, develop a differentiated
approach with their teams and then go out and implement. In
the private equity world, if you have a great idea, you have a
very small board that can quickly support you. And thus, you
are able to implement very fast.

“We are not looking for people who want
to be on the front page of
Time Magazine, or have big egos.”

Then there is willingness to take personal risk. People running
PE businesses have their own money at risk. This "owner
attitude” is a significant difference from a corporate employee.

Humatica: What does a new portfolio company CEO have to
keep top-of-mind when they start?

Walker: Firstly, as the CEO you are expected to deliver. There is
no running for cover because there isn't any.

Secondly you do indeed have a boss - private equity investors
are just that. They are your board and as a CEO you have to
engage them through the course of an investment.

Private equity needs the assurance that a newly backed
business is off to a flying start. In a five-year investment
period, if you miss the first year, you're way behind and a CEO
who misses this point is making a fatal mistake. You need to
realise that time is critical.

Humatica: What are best-practice ways to interact with the
investor board?

Walker: It's a very regular conversation. What you want is an
open, transparent relationship built on trust. The key is the
openness to having those conversations and seeing the sponsor
as a supporter as opposed to somebody who is trying to get in
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your way. Sometimes the sponsor will need to be educated on
your business which may test the CEOs patience.

That said, | think the sponsor has to be respected for the
knowledge and contribution that they can make. It's a matter
of finding the right balance, which requires give and take on
both sides. The bigger issue is when there are two or three
sponsors and they're not aligned - then the CEO has a much
bigger challenge.

Humatica: How should a new CEO quickly understand the
organisation and people?

Walker: The most effective way of doing that is to get out
there - that is what good leaders do. They cover their
businesses and meet as many people, both internally and
externally. They may choose to draw on external support to
help them analyse the organisation and assess people. A
diagnostic of organisation andfor people will provide the
platform for the new CEO.

Humatica: What role do “HR processes” play in private equity
and in driving the performance of the organisation?

Walker: From my point of view they are absolutely
fundamental. We start a new investment by implementing a
performance management system that aligns the
organisation, creates clarity of individual and collective
goals, and has a direct link to compensation. That's the
building block.

We also have what | call a "PE light" organisation and talent
review which we believe is very important. The other best-
practice for me is a yearly 360® review for senior executives,

especially if a new role or team is created.

Humatica: How do you embed the management practices
necessary to accurately assess employee performance?

Walker: It takes time, consistency and diligence in adopting
solid performance reviews. That is driven through conversation
and you need to have your managers trained. At Novartis, all
five thousand first line managers were trained in three modules
over nine months on how to be a manager, there is no shortcut
to that.
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