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Preface

Since 1999, The Conference Board CEO Challenge® Survey has asked CEOs across the
globe to identify the most critical issues they face and their strategies to meet them.
Since 2017, the C-Suite Challenge™ has expanded the survey pool beyond CEOs to

the entire C-suite. This year's survey was conducted between September and October
of 2019. A global report on what keeps CEOs awake at night worldwide entitled Risks,
Opportunities, and Hot-Button Issues was published in early January, ahead of the
COVID-19 outbreak. It showed that CEOs and C-suite executives were concerned by

the risk of a recession, disruption in trade flows, more intense competition, and global
political instability. A second global report, Collaborating to Compete, was published in
March. The main idea behind that report is that in a world economy characterized by slow
growth and daunting challenges, no company has all that is needed to survive and thrive.
The central argument of that report is perhaps even more true in the current COVID-19
crisis. Yet, collaboration with nontraditional partners like startups or even competitors
poses challenges within each organization. A third report will soon be published to
discuss the challenges related to cybersecurity.

The Conference Board Gulf Center for Economic and Business Research was established
in Kuwait on October 2018, and this is its first Gulf edition of the C-Suite Challenge™
report. Fifty-one of the 1520 C-suite executives that responded to the survey are from the
Gulf region. This report focuses on these answers and compares them to the global pool.

At the time of writing this report, May 2020, much has changed due to the COVID-19
global crisis. What keeps CEOs at night is surely related to the pandemic in these

weeks. Nonetheless, we believe that this report still has value. First of all, it illustrates the
view of executives from the Gulf region and serves as a good reference for what was on
executives’ minds ahead of the COVID-19 outbreak. Moreover, our findings in relation

to the need to collaborate with other organizations and concerns over data privacy and
cybersecurity remain even more valid. Hopefully the insights in this report will provide
some guidance on what needs to be done in the private sector as the virus threat abates.
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Executive Summary

External hot-button issues

Recession risk, global political instability, and a tougher regulatory environment head
the Gulf’s list of external hot-button issues—those external stress points that CEOs and
C-suite executives believe require a special focus for 2020. C-suite executives in the Gulf
region are most worried about recession risk, in line with executives globally.

The distinctiveness of the Gulf region as an oil producer means it is more exposed

to global economic slowdowns and volatility. In fact, global recession risk, global

political instability, and worries about global trade are more relevant to oil-producing
countries since they create uncertainties in oil demand and volatility in energy prices.
Executives in the region rank global political instability as their second-most important
external hot-button issue, reflecting the Gulf region’s politically charged and war-torn
environment. Businesses in the region are sensitive to future developments and how they
impact relationships with suppliers and customers. Tougher regulatory environment is
ranked third in the region and may be attributed to the fact that Gulf economies are still
in the development phase, and there are concerns over the potential impact of new and
proposed laws and regulations on the bottom line of businesses, such as the introduction
of a value-added tax in some countries, capital market listing, corporate governance
rules, and expatriate labor quotas and costs.

Internal hot-button issues

Cost reduction, disruptive technologies, and cash flow volatility are the top hot-button
issues in 2020 within organizations in the Gulf. One explanation for the relatively high
ranking of these concerns is that many Gulf businesses have not yet recovered from the
2008 global financial crisis. Cost reduction measures such as changing business models,
employee reduction, debt refinancing, asset write-offs, and consolidation of subsid-
iaries were taken after the 2008 crisis and continue to date. Stock market indices in Gulf
markets are still below half of their all-time high in 2008.

Executives in the Gulf, just like CEOs and C-suite executives globally, ranked creating
new business models because of disruptive technology as their second-most urgent
hot-button issue internally. Rapid advances in internet penetration, bandwidth cost
reduction, mobile and smart devices, data memory capacity and cost, cloud computing,
and app development, just to mention a few, are dissipating well-established traditional
business models. A technology company that offers financial services as effectively as

a bank, a battery company that produces electric cars, and a warehouse that competes
with high-street retailers—are all examples of how technology is changing business
models. It is not surprising to see why CEOs are quite concerned about disruptive
technologies because if they do not adopt quickly to new and rapidly changing
ecosystems, they may not exist in a couple of years.
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The third item on the Gulf C-suite executives list of internal hot-button issues in 2020 is
volatility in cash flow. This issue was ranked number seven globally, indicating that this is
more of a Gulf-specific issue and one that requires attention because studies show that
82 percent of business failures are caused by poor cash management.! Perhaps fears

of the tense geopolitical situation in the Gulf and its potentially serious implications for
demand for goods and services, obligations toward suppliers, noncompromising debt
payment, falling oil revenues, and loss of future government contracts are all real risks
that affect business cash flows.

Collaboration

This year's C-Suite Challenge dedicated special attention to the importance of external
and internal collaboration to future business competitiveness because of its impact on:

® Accessing new markets and customers;

® Co-developing/enabling new technologies;

® Reducing cost for customers through economies of scale;
® Improving performance and efficiency;

® Setting industry standards; and

® Reducing development time for new products or services.

We differentiate between external collaboration and internal collaboration.

External collaboration

The majority of Gulf C-suite executives reported that they are fully committed to collabo-
ration with traditional partners (i.e., suppliers, vendors, and consultants). A quarter say
they are currently experimenting with colloaboration with traditional partners; 1 in 10 say
such collaboration is beginning to drive real growth; another 1 in 10 are in the planning
phase. Only 7 percent report that collaboration is nonexistant. This is encouraging indeed.

The Gulf C-suite is less committed to collaboration with nontraditional partners (i.e., those
in related or complementary sectors, universities, think tanks, startups, and government).
Only 10 percent are fully commited to it, about one third (30 percent) are currently
experimenting, and about the same number (29 percent) are in the planning phase.

Regarding collaboration with competitors, almost two thirds (63 percent) of Gulf C-suite
executives report it is nonexistant in their organizations, 1 in 10 are fully commited,

and others say they are either currently experimenting (10 percent), or it is in the
planning phase (5 percent).

The top three objectives for external collaboration reported by Gulf C-suite executives
are exposure to and adoption of new technologies, increase profit, and strategic growth.
Strategic growth is also one of the top three objectives of the global C-suite, but their
other top objectives are reach new target audience and markets and expand product
and/or brand offerings.

1 Michael Flint, “Cash Flow: The Reason 82 Percent of Small Businesses Fail,” Preferred CFO, November 8, 2019.
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The top three barriers to implementing external collaboration for the Gulf C-suite are:
lack of balance in resource allocation strategies, difficulty in identifying the right partners,
and difficulties in overcoming cultural differences. Global C-suite executives also report
difficulty in identifying the right partners at the top of their list, followed by lack of internal
structures to collaborate effectively and difficulties in overcoming cultural differences. So,
global executives share two of the barriers with their peers in the Gulf region.

Internal collaboration

Open and transparent communication, highly engaged teams, and active listening

are ranked by Gulf C-suite executives as the top three traits that define an internal
collaboration environment. Globally, C-suite executives agree with their peers in the Gulf
on the second trait but rank clear shared goals and objectives and trust as their first and
third top traits respectively and place culture of supporting peers in eighth place.

When asked about the three most important skills, traits, or competencies of people
working in their organization to improve collaboration, Gulf C-suite executives report
thinking strategically, alignment, and building relationships and influencing others as most
critical. Global C-suite executives agree on the prominence of thinking strategically but
chose focus on customer needs and communicate effectively as their second and third
top skills respectively.

The Gulf C-suite and the global C-suite agree that business
leaders must have the right skills/mindset and commitment/
courage to improve internal collaboration. They also agree
that they may not be able to succeed without external
collaboration.

Cybersecurity and data privacy

This year's C-Suite Challenge survey also asked C-suite executives about their views on
cybersecurity and data privacy because of their rising importance in the business world.
Cyberattacks can compromise sensitive business data including business processes, trade
secrets, intellectual property, employee information, and customer's records. The costs
and reputational damage can be great.

Gulf C-suite executives identified outsiders hacking, the internet of things (loTs), and
outdated protection as the top-three biggest sources of cyberattacks. Global C-suite
executives agree with their Gulf peers on the first and third sources but ranked internal
employees as their second-biggest source of threat. With the rise of 5G wireless
technology and the expected explosion in the number of smart devices, opportunities
for backdoor hacking will also grow, making protection of company information

a daunting task. Complacency means accepting higher risks, including company
decline or even failure.
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Slightly more than half of Gulf C-suite executives surveyed report a significant increase
in their cybersecurity spending in the next two years. This reflects a good level of
awareness of the risks and costs associated with cyberattacks. (Full survey results

are in the appendix.)

By and large, the Gulf C-suite agrees that their organization:
® Has a clear strategy to deal with the financial impact of cyberattacks;

® Understands data/information security procedures that allow evaluation of
cyber risks and preventive action;

® (Collaborates and shares information with law enforcement;

® Has defined clear guidelines and responsibilities regarding data
privacy protection;

® Has a clear strategy to deal with the reputational impact of a significant
data breach; and

® |Integrates data privacy into its enterprise risk management (ERM) program.

The majority of Gulf C-suite executives also agree that:
® Managing cybersecurity risks takes away resources from other key risks areas;

® In the future, consumers will give up some degree of customization for more
data privacy; and

® Government should take the lead in regulating data privacy practices.
There was less consensus on other objectives:

® Less than half agree that employee training is effective in protecting
against cyberattacks.

® Few agree to offer consumers fair benefits in exchange for personal information.

® Few agree it will become harder to convince employees to share their data
with the company.

www.conferenceboard.org C-SUITE CHALLENGE™ 2020 GULF REGION 13



External Hot-Button Issues

Recession risk, global political instability, and a tougher
regulatory environment head the Gulf’s list for 2020

C-suite executives in the Gulf region are most worried about recession risk as an external
stressor, in line with C-suite executives globally. The distinctiveness of the region as an
oil producer makes it more exposed to global concerns than stressors more regional in
nature. In fact, recession risk, global political instability, and uncertainty about global
trade are more relevant to oil-producing countries since they create uncertainties in oil

demand and volatility in energy prices.

Recession risk is top-of-mind for the C-suite in the Gulf region—and around the globe
Rank the top three hot-button issues in relation to the external environment that you believe will

require your greatest attention in 2020.

China
Recession Risk
Uncertainty about global trade
More intense competition
Global political instability
More demanding customers

Europe
Recession Risk
Global political instability
Uncertainty about global trade
More intense competition
More demanding customers

USA

Recession Risk

More intense competition
Cybersecurity

Tight labor market

More demanding customers

Gulf Region
Recession risk
Global political instability
Tougher regulatory environment
Uncertainty about global trade
Volatility in energy prices

Japan
Tight labor market
More intense competition
Recession Risk
Global political instability
Uncertainty about global trade

Latin America

Global political instability
Uncertainty about global trade
Recession Risk

Declining trust in political and
policy institutions

Impact of climate change on
our business

N=1391
Source: The Conference Board C-Suite Challenge™ 2020
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Economic Outlook for the Gulf Region in 2020

GDP growth cooled in the Gulf region in 2019, as it did in regions around the world. As
of May 2020, however, the business environment globally and in the Gulf has changed
with the spread of the COVID-19 and the drop in oil prices by more than 50 percent. GDP
growth for the Gulf region is expected to contract by 5.9 percent in 2020, down from

1.4 percent in 2019.

Gulf economies are now facing significant budget deficits, similar to those undertaken
when oil prices dropped from mid-2014 to early 2016.2 This recurrent shock revived
the need and urgency to diversify away from oil. Governments in the region that were
disciplined about undertaking significant plans for economic reform will come out less
damaged than others. Despite facing similar pressures, states in the Gulf region show
remarkable diversity in their approach to meeting these challenges both in terms of
sources of spending and effects on growth drivers over previous years.

Looking forward to the next decade, a return to growth rates above 4 percent (average
annual growth) that the region enjoyed in the early 2000s seems unlikely. The oil price
outlook, which does not signal any substantial increase, will continue to dictate the growth
trajectory, despite government efforts to diversify away from oil. As global growth is
expected to remain relatively slow for the next decade, and the supply of alternative sources
of energy is expected to increase, oil prices are likely to remain at the lower end of the
historical range, between US$30 to US$50/bbl, for the foreseeable future.

2 The Gulf region is comprised of the members of the Gulf Cooperation Council: Bahrain, Kuwait, Oman, Qatar,
Saudi Arabia (KSA), and the United Arab Emirates (UAE). Our aggregate Gulf estimates include all six countries,
although more detailed discussions refer to Bahrain, Kuwait, KSA, and UAE.

C-suite executives in the Gulf region consider recession risk, global political instability,
and a tougher regulatory environment as the top three external hot-button issues their
organizations face in the coming year. Globally, C-suite executives also place recession
risk at the top of their list but rank uncertainty about global trade second and more
intense competition third. Since the Gulf region is in the middle of a politically charged,
war-torn zone, businesses are sensitive to future developments and how they impact
relationships with suppliers and customers. Placing a tougher regulatory environment
high on their hot-button list reflects the realities of the regional business environment
and the region’s stage of development. Despite notable wealth, rules and regulations
that govern markets are constantly changed or refined. For example, rules and
regulations governing the financial sector, capital markets, labor markets, and subsidies
change more frequently than they do in mature and developed markets. We note that
C-suite executives in all economies, except Japan and Latin America, place recession
risk at the top of their hot-button lists. We also note that concerns about more intense
competition rank high in large and more developed economies (USA, China, Japan, and
Europe) compared with the Gulf economy, where it ranked eighth.
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Table 1 External hot-button issues in the Gulf, globally, and in selected economies
Rank the top three hot-button issues in relation to your organization that you believe will require your

greatest attention in 2020.

Latin
External Hot-Button Issue Global Gulf USA  Europe America China Japan

Recession risk

Uncertainty about global trade

More intense competition

Global political instability

Tight labor market

Cybersecurity

More demanding customers

Tougher regulatory environment
Declining trust in political and policy institutions
Impact of climate change on our business
Effects of economic sanctions

Currency volatility

Effects of Brexit

Other

Uncertainty in corporate tax policies
Income inequality

Volatility in energy prices

Terrorism

Note: T indicates tied ranking. Source: The Conference Board C-Suite Challenge™ 2020.
Source: The Conference Board C-Suite Challenge™ 2020

Recession risk

At the time of the survey in October 2019, and for the second consecutive year,
recession risk was the top external concern for CEOs and other C-suite executives
globally. This was true despite the fact that leading economic indicators at that time
indicated that a small improvement in the global outlook was more likely than recession.
In the Gulf region, recession risk also topped external concerns despite an anticipated
improvement in GDP growth from 1.4 percent in 2019 to 1.8 percent in 2020 (as of the
December 2019 outlook).3

3 This survey was fielded in September and October of 2019, therefore the effect of COVID-19 and its impact on
the global economy was not an issue yet. For more details, visit our COVID-19 Pandemic page and the global and
Gulf economic outlook for April 2020.
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Global political instability

Our survey results show that Gulf region C-suite executives rank global political instability
their second-most important concern after recession risk, while their peers from around
the globe rank it fourth, after recession risk, global trade, and intensifying competition.
Such fears are well-founded due to decades-long wars, invasions, the Arab Spring, and
acts of terrorism. The US-Iran standoff and the possibility of another war in the Gulf are
real potential threats and would have devastating effects on the local population, oil
exports, public revenues, and businesses investment and growth. Under such high-risk
conditions, the cost of doing business increases, medium- and long-term investments
decelerate, and capital migrates to more secure markets.

Tougher regulatory environment

Global C-suite executives are much less concerned with a tougher regulatory environment
(ranked eighth) compared with their peers in the Gulf (ranked third). Despite the apparent
wealth in Gulf economies, many important market rules and regulations that directly
affect the bottom lines of businesses are still in the making. These include tax laws (VAT
and corporate taxes), capital market listing rules, subsidies, public land prices, energy
prices, quotas on expatriate labor, and other rules and regulations. Businesses are very
concerned with changes to these rules and regulation in an era characterized by public
budget deficits and stagnating or declining oil prices. Globally, not only in the Gulf
region, it is uncertainty around regulatory changes and not the regulations themselves
that can hinder investment and hamper longer-term strategic planning.

Uncertainty about global trade

C-suite executives’ views on uncertainty about global trade vary considerably across the
globe. While C-suite executives in China and Latin America rank this as their second-
highest concern, Japanese executives rank it fifth, whereas European and Gulf executives
show slightly more concern—they rank it third and fourth respectively. The Gulf region is
highly dependent on regional and global supply chains for its basic product and services
needs. An arid landscape with very little cultivation or sources of water and a low indus-
trial base make the region highly dependent on imports. As a result, disruptions in trade
supply chains will have an outsized impact on the Gulf region.

Volatility in energy prices

Gulf C-suite executives consider volatility in energy prices a significantly bigger concern
(ranked fifth) than their peers in the rest of the world (ranked seventeenth). Volatility

in energy prices affects all facets of life in the Gulf because governments are highly
dependent on oil revenues to provide basic services to their people (health, education,
housing) and to continue expansion of infrastructure (electricity, water, roads, and ports).
The share of oil GDP to total GDP in most Gulf countries was around 50 percent in 2018.

Despite government efforts in the region to diversify away from oil, the Gulf economies
remain highly dependent on hydrocarbon revenue.
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The Gulf economies have been struggling with their fiscal balances since 2014, when oil

prices tumbled from a comfortable $100/bbl to a low of $31/bbl in December 2015.

Between 2016 and 2019 oil prices have adjusted, hovering between $50 and $60/bbl.
OPEC has since tried to intervene in the market by limiting oil supply to improve prices.
However, excess supply remained as non-OPEC oil flooded the global market, including
oil from soaring US shale production. Despite OPEC supply cuts, oil inventories remained

high, curtailing any improvement in oil prices. The region has gone through multiple

episodes of high geopolitical tension over the last five years. However, the turbulence
turned out to be short-lived, with minimal impact on oil prices. At the time of publishing

this report (April 2020), oil prices have dropped by more than 50 percent since the

beginning of the year.

Chart 1
Oil prices have faltered from high levels in mid-2014 due to slowing
oil demand and rising oil stocks
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Chart 2
Budgets of Gulf countries remain dependent on hydrocarbon revenues
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Internal Hot-Button Issues

Our survey results show that business cost reduction, disruptive technologies, and cash
flow volatility are the top three internal issues on the minds of C-suite executives in the
Gulf region (see Table 2). Global C-suite executives are almost equally concerned about
the need to create new business models to deal with disruptive technologies, but they
are much less concerned about cost reduction (ranked fifth) and volatility in cash flow
(ranked tenth). Globally, C-suite executives are more concerned with talent attraction and
retention (ranked first) and creating a more innovative culture (ranked third). Gulf region
executives are also more concerned about labor regulations than their global peers.

Table 2 C-Suite Challenge 2020 survey results on internal hot-button issues

Rank the top three hot-button issues in relation to your organization that you believe will require
your greatest attention in 2020.

Latin
Internal Hot-Button Issue Global Gulf USA  Europe America China Japan

Attraction and retention of top talent 1

Create new business models because
of disruptive technologies

Create a more innovative culture
Develop “Next Gen” leaders
Cost reduction

Data analytics/data collaboration

Better alignment of compensation and
incentives with business strategy

Manage mergers and acquisitions
Build a more inclusive culture
Volatility in cash flow

A more effective performance
measurement system for employees

Wage inflation

Redistribute work between humans
and machines

Data privacy

Workforce diversity

Implement equal pay for equal work
Labor regulations

Other

Provide health care benefits for
employees

19

Source: The Conference Board C-Suite Challenge™ 2020
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Cost reduction C-suite executives in the Gulf region selected cost reduction as the top
internal hot-button issue requiring special attention in 2020. A conceivable explanation is
that many Gulf businesses have not yet recovered from the global financial crisis in 2008.
To stay afloat, most companies—if not all—restructured themselves to deal with asset
devaluation, debt overhangs, and decline in demand. Cost reduction measures such as
changing business models, employee reduction, debt refinancing, asset write-offs, and
consolidation of businesses (within a group) were taken after the 2008 crisis and continue
to date. If stock market prices are good proxies of business well-being, we observe that
most markets are well below half their all-time high of 2008.

Charts 3-5
A decade later, the Kuwait, Abu Dhabi, and Saudi stock markets remain well below all-time highs of 2008
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Source: CEIC
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Disruptive technologies and new business models Established companies in the

Gulf are as challenged by the growing urgency to create new business model because
of disruptive technologies as their peers in the rest of the world (ranked second as an
internal hot-button issue). Disruptive technologies and technology convergence are
enabling both traditional and nontraditional competitors to create and capture value
within all parts of the supply chain. For example, today traditional car manufacturers are
facing tough competition in the electric vehicle market from Tesla, a new nontraditional
competitor. Similarly, hundred-year-old banks are worried about technology companies
with huge clientele that may offer financial services in new, more effective, and customer-
friendly ways. The story is the same in practically all manufacturing and service sectors
in the region. Accordingly, existing businesses in the Gulf, as in all other parts of the
world, need to rethink their business models by adopting what new technologies can
offer to protect their very existence. One effective strategy: forming new alliances

with nontraditional partners and even competitors, an issue discussed in more depth
later in this report.

Cash flow C-suite executives in the Gulf region ranked volatility in cash flow third as a top
hot-button internal issue in 2020, giving it much more importance than their peers in the
world. (It ranked eighth in Europe, tenth globally, eleventh in Latin America and the USA,
and fifteenth in Japan.) Fears of decline in business revenues—perhaps due to regional
geopolitics combined with global recession risk—and concerns about increased overhead
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cost and inventory excess with high debt obligations can negatively impact cash flows.
Studies show that 82 percent of business failures are caused by poor cash management.*

Attracting and retaining talent Globally and across almost all regions of the world,
attraction and retention of top talent is the top internal hot-button issue, except in

the Gulf region where it is ranked fourth. Demand for high-skilled labor is increasingly
exceeding supply, making it more difficult to fill job openings and accelerating labor cost.
Supply of skilled labor from developing economies in Asia to other markets is decreasing
as these countries are themselves growing faster economically and living standards are
improving. Another important factor is that disruptive technologies are creating demand
for skill sets that are very different from traditional ones. However, in the Gulf region,
average wages are higher than neighboring countries and that is likely why attracting and
retaining talent is not in the top-three internal hot-button issues for the region.

Aligning compensation with business strategy C-suite executives globally rank better
alignment of compensation and incentives with business strategy as a much more
pressing internal hot-button issue (ranked seventh globally) than their Gulf region peers
(ranked eighteenth). The Gulf labor market is dominated by lower-skilled expatriate

labor from nearby countries and from South Asia, and there is limited focus on quality
improvement, recognition of innovation, and value for money. These factors may form the
basis for the low ranking of compensation alignment with business strategy.

Reducing cost, creating new business models, and volatility in cash flow are
top stress points for Gulf C-suite executives
Rank the top three hot-button issues in relation to your organization that you believe will

require your greatest attention in 2020.

USA

¢ Attraction and Retention of top talent

* Develop "Next-Gen" Leaders

¢ Create new business models because
of disruptive technologies

* Create a more innovative culture

* Data analytics/data collaboration

China
Attraction and retention of top talent
Create a more innovative culture
Create new business models because
of disruptive technologies
Better alignment of compensation and
incentives with business strategy
Data analytics/data collaboration

Europe
Attraction and retention of top talent
Create new business models because
of disruptive technologies
Create a more innovative culture
Develop "Next-Gen" Leaders

Cost reduction

Gulf
Cost Reduction
Create new business models
because of disruptive
technologies

Volatility in cash flow
Attraction and retention of
top talent

Develop "Next-Gen" leaders

Latin America

Attraction and retention of top talent
Develop "Next-Gen" Leaders

Create a more innovative culture
Create new business models because of
disruptive technologies

Cost reduction

Japan
Develop "Next-Gen" Leaders
Create a more innovative culture
Attraction and retention of top talent
Create new business models because of
disruptive technologies
Build a more inclusive culture

N=1391
Source: The Conference Board C-Suite Challenge™ 2020

4 Michael Flint, “Cash Flow.”
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Collaboration

Collaboration is about growing networks in which parties and partners depend on

one another’s expertise, experience, and viewpoints to meet mutual business goals.
Collaboration strategies build teamwork internally to get work done more easily and
more efficiently. Everything that is done is reviewed and revised collectively by all parties
involved. Benefits include building collective talents, allowing productive feedback and
critique, reducing corporate risks, and boosting employee morale and confidence while
decreasing stress and providing greater opportunities to understand global perspectives.

Growing prominence

This year’s C-Suite Challenge survey focused on collaboration because of its impact on:
® Accessing new markets and customers
® Co-developing/enabling new technologies
® Reducing cost for customers through economies of scale
® Improving performance and efficiency
® Setting industry standards

® Reducing development time for new products or services

Models of collaboration

There many models or types of collaboration which vary according to the organizations
involved as well as the size and complexity of the endeavor. Here are three examples of
collaboration models:®

Cooperative model Each party is given the responsibility to carry out
non-overlapping task(s) in a big project. When tasks are completed, the
parties review and critique the results and agree on them. All benefit from
the final results.

Sequential model Parties agree to carry out the project in phases;
responsibility for each phase is given to one or more parties.

Functional model The division of the labor between parties is assigned not
according to project tasks or phases but rather by skills or job function of the
collaborating group members.

5 Philip C. Kolin, Successful Writing at Work, University of Southern Mississippi, 2010.
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Research by The Conference Board shows that external collaboration—ranging from
strategic alliances to joint ventures and crowdsourcing, including partnerships between
competitors, industry sectors, big and small firms, government, academia, customers,
and communities—can create a business ecosystem that drives innovation outcomes that
far exceed the scope of what any single organization or sector can achieve.

For collaboration to work, the planning phase of collaboration needs to include brain-
storming and outlining, identifying target beneficiaries or customers, format, and scope
of the project. Ground rules need to be set for the process to work. Leaders, motivators,
and a suitable time schedule for collaborating group members must be agreed upon.
Finally, group harmony is important for projects to be achieved on time.
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External collaboration

In our survey we define three types of external collaboration:

With traditional partners: Sharing knowledge, information, targets,
ideas, and goals with suppliers, vendors, and consultants to improve
business performance.

With nontraditional partners: Same as above, but with unconventional
partners including those in related or complementary sectors, universities,
think tanks, startups, and government.

With competitors: Partnering with competitors to achieve common
business objectives.

Questions to Help Create an External Collaboration Strategy

Embarking on a collaboration strategy with nontraditional partners and competitors
requires asking some hard questions about an organization’s basic operating assump-
tions, business models, available talent and skills, risk tolerance, and organizational
culture. Here are eight question that need to be asked to start the collaboration journey:

1 What might our industry look like in five to ten years? How will we prepare
for future scenarios?

2 Is our current business model sustainable? How can we serve our
customers better and create greater value for them by collaborating
externally and internally?

3 Who are our competitors? Who are our partners? Should some organizations
be both? Can we leverage network economics to drive growth?

4 What capabilities are we missing that would be “mission impossible”
to build from scratch?

5 How do we choose the right partner? Do we look for someone with a similar or
complementary culture?

6 Do we have clarity around the opportunity a partnership provides? Are
we clear about our own objectives and understand our partner’s motiva-
tions and strategic interests? Does the operating plan truly capitalize on
each other’s strengths?

7 Have we clearly identified boundary conditions? Is it clear what's on or off the
table, including intellectual property (IP) and access to customers?

8 Do we have the resources and commitment to take full advantage of the
partnership? Do we understand the implications of not doing this deal?
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Highlights of the C-Suite Challenge 2020 survey results on

external collaboration in the Gulf region

Collaboration with traditional partners

About half (46 percent) of the Gulf C-suite are fully committed to collaboration with
traditional partners. One in ten Gulf C-suite executives report that they are beginning to
see real growth as a result and that they are planning to collaborate within the next one
to two years; a quarter (26 percent) said they are currently experimenting with it. All in all,
business collaboration with traditional partners, such as vendors and consultants, is the
norm in the Gulf and globally. Only 7 percent report that collaboration with traditional
partners is nonexistant. This is encouraging indeed. A 2017 study by the Unilever Foundry
showed that about four of five corporations and startups anticipate more collaborative
work in the future and that startups believe they are up to the task, with almost nine in
ten claiming they’re able to deliver business solutions that can scale.®

Chart 6

The majority of Gulf C-suite executives do not collaborate with competitors

To date, our collaboration initiatives are with:

Traditional partners ] Nontraditional partners  [Jl] Competitors

63
46
29 30
23 26
10 10 10 10 s
2
—mm il
Nonexistent In the Currently Aborted Beginning Fully

planning  experimenting to drive committed

phase real growth

N=51
Source: The Conference Board C-Suite Challenge™ 2020

Collaboration with nontraditional partners

Only 10 percent of the Gulf C-suite are fully commited to collaboration with nontradi-
tional partners. However, about one third (30 percent) of them said that they are currently
experimenting with it, and about the same ratio (29 percent) said it is in the planning
phase. How does this compare to the outside world? A larger percentage of C-suite
executives globally believe collaborations with nontraditional partners are beginning to

drive real growth compared to executives in the Gulf region.

6 The State of Innovation: A Deep Dive into Corporate-Startup Partnerships from the Unilever Foundry, Unilever

Foundry website, 2019.
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Collaboration with competitors

Around six in ten (63 percent) of Gulf C-suite executives said collaboration with compet-
itors is nonexistant. Only one in ten (13 percent) said they are fully commited, while others
said they are either currently experimenting with it (10 percent), or it is in the planning
phase (5 percent). These percentages are lower that what is observed globally.

Geography

C-suite executives were asked in which region they were concentrating their external
collaboration efforts. Gulf businesses are collaborating with emerging economies
excluding China (55 percent), advanced economies (42 percent), and China (22

percent). Seventeen percent of those surveyed are not collaborating with any part of
the world (Chart 7).

Chart 7
Collaboration between Gulf businesses and world economies

In which region are you concentrating your efforts to establish external
collaboration initiatives? (select all that apply)

China Advanced Emerging markets, We do not
economies excluding China have external
collaborations

N=51
Source: The Conference Board C-Suite Challenge™ 2020

Objectives

The top-three drivers for external collaboration reported by Gulf C-suite executives are
exposure to and adoption of new technologies, increase profit, and strategic growth.
While strategic growth is also on the top-three objectives of the global C-suite list, their
top-three list includes reach new target audiences and markets and expand product
and/or brand offerings.
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Table 3 For the C-suite in the Gulf, exposure to new technologies is a top
objective for external collaboration

What are the objectives for your organization in pursuing external collaboration
initiatives? (Select three)

1st 2nd 3rd

World Strategic growth Reach new target Expand product and/or
audiences and markets brand offerings

Gulf Exposure to and adoption of Increase profit Strategic growth
new technologies

Source: The Conference Board C-Suite Challenge™ 2020

Barriers

The top three barriers to implementing external collaboration for the Gulf C-suite

are: lack of balance in resource allocation strategies, difficulty in identifying the right
partners, and difficulties in overcoming cultural differences. Global C-suite executives
also place difficulty in identifying the right partners at the top of their list, followed by
lack of internal structures to collaborate effectively and difficulties in overcoming cultural
differences. So, they share two of the barriers with their peers in the Gulf region.

In a globalized economy, understanding and respecting cultural differences such as
beliefs, values, practices, expressions, racial sensitivities, preferences, and language are
necessary for successful collaboration across different cultures because collaboration is a
long-term commitment.

Table 4 For the Gulf C-suite, lack of balance for resource allocation is the top barrier
to external collaboration

What are the top three barriers to implementing external (nontraditional partners and/or
competitors) collaboration?

1st 2nd 3rd

World Difficulty in identifying the Lack of internal structures to Difficulties in overcoming
right partners collaborate effectively with cultural differences
external partners

Gulf Lack of balance in resource Difficulty in identifying the Difficulties in overcoming
allocation strategies right partners cultural differences

Source: The Conference Board C-Suite Challenge™ 2020
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The sustainability link

The link between external collaboration and improving sustainability performance should
be of interest in the Gulf region, especially since the oil and gas sector is not considered
“sustainability-friendly.” However, improving sustainability performance ranks seventh

in the Gulf as an objective for collaboration and sixth globally. Other regions give
sustainability performance a higher priority: China ranked it as their number one driver,
and Japan ranked it second.

The scale, scope, and complexity associated with improving sustainability performance
means that no one sector—government, business, civil society, or academia—will be able
to manage the transformation alone. Companies can collaborate across their industry to
create cost efficiencies and leverage the power of a larger network for mutual benefit.
Initiatives may include industry-wide programs such as development of sustainable
materials, agreement on production standards that facilitate recycling, or sharing newly
developed technologies.

The collaboration efforts of Procter & Gamble (P&Q) illustrate the link between
sustainability and strategic growth, expanding markets, and increased profits. The
company has established a model for fostering collaborative networks for innovation
and sustainability. Its Connect + Develop model uses a technology-enabled platform to
gain multi-stakeholder input (e.g., from academics, customers, individuals, small- and
medium-sized enterprises, and startups) to co-create and crowd source. This approach
has enabled P&G to establish more than 2,000 successful agreements with innovation
partners. As a result, more than 35 percent of its new products have elements that
originated from outside P&G.

Unilever has piloted projects with hundreds of startups, crafting strategic partnerships
that help scale technologies, accelerate innovation, and create disruptive products,
services, and technologies. Its Sustainable Living Brands grew 69 percent faster than
the rest of the business in 2018 and delivered 75 percent of the company’s growth.’

7 Jennifer L. Schenker, “How Unilever Is Teaming with Startups to Reach New Markets,” The Innovator,
August 2019.
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A checklist for successful collaboration with
nontraditional partners:

Y,

Senior management is proactively involved on an ongoing basis. Their
actions demonstrate the importance of the alliance.

The right talent is in place. Key people have strong expertise and
collaboration skills. There is sufficient staffing on both sides.

Objectives and goals are understood and adjusted when
circumstances change.

Roles, responsibilities, and expectations are clear and are revisited regularly.
Both parties should contribute to the partnership’s mission in unique ways.

Communication is robust. Frequent and collaborative communication
takes place between all the work groups—vertical and horizontal,
formal and informal.

Work systems are aligned, including email, safety data, budgeting, quality
assurance, and forecasting.

Conflict resolution is constructive. Issues are recognized early and dealt with
immediately according to established principles.

8 Stephanie Cady, Building Your JV Capabilities, The Conference Board, March 2016.
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Internal Collaboration

The internal environment

Clear shared goals and objectives, open transparent communication, and trust are ranked
by C-suite executives globally as the top three traits defining the internal collaboration
environment in their companies. The ranking for Gulf executives is very different: they
believe internal collaboration depends on open and transparent communication, highly
engaged teams, and active listening. Such a big divergence in views between C-suite
executives in the Gulf and those in the rest of the world is worth noting. Gulf C-suite
executives define internal collaboration more in terms of team engagement and active
listening, while C-suite executives globally stress trust.

Table 5 Open and transparent communication is important to Gulf C-suite executives
What are the top three traits that define an internal (within the organization) collaborative
environment?

1st 2nd 3rd

World Clear shared goals and objectives Open and transparent communication  HILE:

Gulf Open and transparent communication | Highly engaged teams Active listening

Source: The Conference Board C-Suite Challenge™ 2020

Desired employee competencies

When asked about the three most important skills/traits/competencies of people needed
in their organizations to improve collaboration (internal and external), Gulf C-suite
executives gave top ranking to thinking strategically, alignment, and building relationships
and influencing others. Global C-suite executives agree with their peers in the Gulf

on the prominence of thinking strategically but chose focus on customer needs and
communicate effectively as their second and third top skills, respectively.

Table 6 CEOs in the Gulf and globally agree that strategic thinking is the top trait
needed for collaboration

To be better at internal and external collaboration, which are the three most important skills/traits/
competencies of people you need in your organization?

1st 2nd 3rd

World Think strategically Focus on customer needs Communicate effectively

Gulf Think strategically Alignment Build relationships and influencing others

Source: The Conference Board C-Suite Challenge™ 2020
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The skills and mindset of leaders and employees

Global and Gulf C-suite executives were asked to express their level of confidence (on a
scale of 1 to 10) in their organizations ability to collaborate in the seven areas listed in the
table below. Interestingly, both groups seem to have relatively high confidence in their
current leadership but relatively low confidence that their organization can succeed in the
future without collaborating externally and with nontraditional partners.

Chart 8
C-suite executives in the Gulf are confident about collaboration in their organizations

On a scale from 1 (low) to 10 (high), how confident are you that...

W Gulf region (N=48)
W World (N=1,330)

Leaders have the skills/mindset

Employees have the skills/mindset

Have commitment, expertise, and
courage to improve collaboration

Focused on transforming more than
managing incremental change

Value success of whole
over own function

Effective system to
reward collaboration

Can succeed without
external collaboration

LOW CONFIDENCE LEVEL HIGH

Source: The Conference Board C-Suite Challenge™ 2020
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Cybersecurity Risks and
Data Privacy

How concerned about cybersecurity should the C-suite be?

The new digital economy ushers in exponential growth in computing power, connection
speed, number of smart devices, and an expanding data footprint for all corporate
functions (boards, shareholders, operations, finance, human resources, marketing, sales,
and customer services). It also increases the number of doors or entry points available
to hackers. Cyberattacks can compromise sensitive data about business processes,
trade secrets, intellectual property (IP), employee information, and customer records.
Cyberattacks can even erase or damage data and hardware. Here are some examples of
recent cyberattacks:

SONY Corp.: Executive's salaries were exposed, unreleased movies were made
available, terrorist threats were made, and $170M was compromised.

Target Corp.: Information from 110 million credit cards was breached,
$200M was stolen, and senior executives lost their jobs.

JPMorgan Chase: 83 million user accounts were breached.
European Central Bank: 20,000 emails were stolen.

Bank of America: 14 GB of data, including customer information, IP, and
financial records, were compromised.

Twitter: A quarter million accounts were compromised.
eBay: 145 million accounts were stolen.

Apple: Phones and photos of celebrities were exposed.
Snapchat: 100,000 photos leaked.

A Russian gang extorted $1.295 billion from 300 banks in the USA, Japan, and
Europe in 2015.

In the Gulf region, hackers have also attacked many businesses. After the US, Saudi
Arabia and the United Arab Emirates (UAE) have had the costliest data breaches in the
world, reaching a total average of US$5.31 million in 2017, according to an independent
report commissioned by IBM Security.” In Kuwait, a 12-member hacker ring printed fake
credit cards bearing the names of dead people. The ring created over 100 fake cards,
stealing over $1 million.

It is against this background that the Gulf edition of the C-Suite Challenge 2020 survey
dedicated special attention to cybersecurity and data privacy. In particular, we asked
CEOs and C-suite executives in the Gulf and around the globe about their views on
sources of threats, implications for business, and measures put in place to protect their
customers, employees, assets, and reputation.

9 Cristina Lago, “The Biggest Data Breaches in the Middle East,” CIO, July 18, 2019.
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Biggest sources of cyberattacks

Gulf C-suite executives identified outsiders hacking, the internet of things (loTs), and
outdated protection as the top-three biggest sources of cyberattacks. Global C-suite
executives agree with their Gulf peers on the first and third sources but ranked internal
employees as their second biggest source of threat. As such, businesses must be vigilant
about access to their information systems from outside and update their firewalls and
protection continuously. With the expected explosion in the number of smart devices
due to 5G and loTs, the number of entry points that can be exploited by hackers will
grow proportionally, making it more daunting to protect company data. More sophisti-
cated and costly schemes will be required. Complacency means higher attack risk and
costly implications and perhaps company decline or even failure. Businesses need to
adopt stricter rules and policies to deal with internal employee breaches or leaks and
protect their important information. It is also worth noting that even expensive protection
software is not hacker-proof, and company ClOs need to continuously challenge these
protection systems to identify gaps and close backdoors.

Company spending on cyberattacks

More than half (56 percent) of Gulf C-suite executives plan to increase significantly their
spending on cybersecurity in the next two years; only a quarter (24.6 percent) of global
C-suite executives plan to do so. However, when responses for increase significantly and
increase somewhat are combined, the percentages are more aligned. Responses for
C-suite executives globally reached 73 percent; those for Gulf C-suite executives reached
79 percent. This is a very positive observation because it reflects senior management
awareness, globally and in the Gulf, about the real vulnerabilities and high costs
associated with cyberattacks.

Chart 9
C-suite executives in the Gulf anticipate expending more resources on
cybersecurity than their global peers

In the next two years your company’s resources (staffing, budget, tech) for cybersecurity will:

B Gulf region (N=48) W World (N=1,319)

56

Decrease Decrease Stay about Increase Increase Not sure
significantly somewhat the same somewhat significantly

Source: The Conference Board C-Suite Challenge™ 2020
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Our survey has more questions about cybersecurity and data privacy that we don’t have
the space to present in this brief report. However, we include some of the charts in the
appendix. Below are highlights of the areas where there is strong agreement or
disagreement between Gulf C-suite executives and their global peers.

Gulf C-suite responses about cybersecurity that are similar to their global peers

My organization has a clear strategy to deal with the About 50 percent of both Gulf | ENNEREGNGGEEGE
financial impact of a significant data breach. and global respondents agree.

Our senior management team understands About 60 percent of both
data/information security procedures that allow us  global and gulf executives agree.
to evaluate cyber risks and take preventive actions.

My organization has a clear strategy to deal with the In the Gulf, 63 percent agree;
reputational impact of a significant data breach. globally 54 percent agree.

Managing cybersecurity risks takes away resources from

other key risks to the organization. About 40 percent agree.

In the future, consumers will give up some degree of In the Gulf, 55 percent agree
customization for more data privacy. globally 50 percent agree.

My organization has defined clear guidelines and In the Gulf and globally,
responsibilities regarding data privacy protection. 70 percent agree.

My organization is willing to offer employees some benefit/ In the Gulf, 42 percent disagree.
incentive in exchange for additional personal data.

My company integrates data privacy into its In the Gulf, 56 percent agree.
enterprise risk management (ERM) program.

Gulf C-suite responses about cybersecurity that differ from their global peers

My company collaborates and shares information  In the Gulf, 54 percent agree;
with the outside security community. globally 34 percent agree.

Governments should take the lead in  In the Gulf, 65 percent agree;
regulating companies’ data privacy practices. globally 47 percent agree.

Our employee training programs are effective in  In the Gulf, 43 percent agree;
protecting us well against cyber security attacks. globally 55 percent agree.

My organization is willing to offer consumers fair benefit/  In the Gulf, 27 percent agree;
incentive in exchange for additional personal data. globally 40 percent agree.

It will become harder to convince employees to share  In the Gulf, 24 percent agree;
their data with the company for HR purposes globally 42 percent agree.
such as strategic workforce planning.
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APPENDIX 1

Appendix

Global and Gulf C-Suite Executives: Converging/Diverging Views on Cybersecurity and Data Privacy

Strongly agree
Agree

Disagree
Strongly disagree

Don’t know

Strongly agree
Agree

Disagree
Strongly disagree

Don’t know

Strongly agree
Agree

Disagree
Strongly disagree

Don’t know

Strongly agree
Agree

Disagree
Strongly disagree

Don't know

My organization has a clear strategy
to deal with the financial impact
of a significant data breach.

of a significant data breach.

Our board understands data/
information security procedures
that allow us to evaluate cyber risks
and take preventive actions.

My organization defines and

of business objectives.

My organization proactively
collaborates and shares information
with the outside security community
including industry groups and
government agencies to develop
shared defense strategies.

exercises to educate senior
management and the board
cybersecurity risks.

Our employee training programs
are effective in protecting us well
against cyber security attacks.

www.conferenceboard.org

communicates the levels of risks
we are willing to take in pursuit

Our organization holds tabletop

My organization has a clear strategy
to deal with the reputational impact

B Gulf region (N=48)
B Wworld

Our senior management team under-
stands data/information security
procedures that allow us to evaluate
cyber risks and take preventive actions.

My organization integrates cyber

risk management with strategic key
decision-making and planning processes
including day-to-day operations.

on

Managing cyber security risk takes
resources away from managing other
key risks to the organization

Percentages may not add up to 100 due to rounding.
Source: The Conference Board C-Suite Challenge™ 2020
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Global and Gulf C-Suite Executives: Converging/Diverging Views on Cybersecurity and Data Privacy, cont.

Agree
Neutral/don’t know

Disagree

Agree
Neutral/don’t know

Disagree

Agree
Neutral/don’t know

Disagree

Agree
Neutral/don’t know

Disagree

Agree
Neutral/don’t know

Disagree

In the future, consumers will give up
some degree of customization for
more data privacy.

My organization participates
in multi-stakeholder initiatives
to develop self-regulatory
data privacy standards.

40%
42

36
36

N
NN

My organization views
data privacy risk as a multi-
faceted issue rather than a
mere IT issue.

77%
59

16
22

In my organization data
privacy is not perceived as
a major issue.

23%
20
22
23
55
57

My organization is willing to

offer employees some benefit/
ncentive in exchange for additional
personal data.

22%
15

37
43

42
42
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My organization is willing to offer
consumers fair benefit/incentive in
exchange for additional personal data.

My organization participates
in multi-stakeholder initiatives
to share best practices on
data privacy.

39%
48

w
~

39
24

My organization integrates
data privacy into its Enterprise
Risk Management (ERM) program.

61%
6

I
- N
>
N
N>
[9,]

Governments should take
the lead in regulating companies’
data privacy practices.

B Gulf region (N=44)
B World

Trust in companies’ responsible,
ethical use of customer data will
be a competitive advantage

80%
70

My organization has defined
clear guidelines and responsibilities
regarding data privacy protection.

71%
75

20
22

My organization's potential

to leverage personal data

for revenue generating purposes
is underleveraged.

47% 45%
65 49
29 39
27 31
24 16
9 20
It will become harder to convince
employees to share their data with
the company for HR purposes such
as strategic workforce planning.
42%
24
37
44
21 Percentages may not add up to 100 due to rounding.
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Survey Demographics

Respondents’ Profile
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