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Defining the role of chief strategy
officers in US healthcare

The Ch |ef Strategy Healthcare payers and providers in the United States have been making moves to innovate,
. . especially through digital transformation, with mixed success. While a handful of organizations
Ofﬁ cerisa I’e|atlve|y new have managed these transformations well, others have struggled to move beyond isolated

pilots to develop scalable platforms and create durable enterprise value. To help guide their
efforts, many healthcare organizations have been reinventing the role of the chief strategy

role, and one that is

g rOWi ng in | m pO rtance officer (CSO). Traditionally, such a role was tightly focused on corporate strategy and M&A.
However, in the current climate of broadscale technology applications and rapid cycle times,

a nd preva |ence. CEOs organizations have been repurposing the role of the CSO to focus on enterprise-wide digital and
innovation efforts. And now, COVID-19 has acted as a further forcing mechanism for innovation in

can ensure they ﬁ nd healthcare, as it has in so many other industries, and has spurred organizations that were lagging

the rlg ht Strategy to make serious, bold moves to transform how they operate and how they reach patients.

fﬁ b d . We studied how 62 healthcare organizations with a CSO or similar role before the
omecer y consideri ng pandemic structure this role, as well as the backgrounds of people in the role, in
a feW key faCtorS. order to understand the current landscape.’ Through this research and conversations

with a handful of leaders in this role, we've developed some key considerations for
healthcare CEOs contemplating adding a CSO to accelerate strategic innovation.

1 This role goes by a variety of names, including chief innovation officer, chief transformation officer, chief corporate development officer,
and senior or executive vice president of strategy, innovation, or transformation.
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Who are CSOs today?

Our study showed that chief strategy officers are increasingly finding their way into healthcare
C-suites. Indeed, 90% of organizations we looked at had a CSO or similar role. People come to the

role from a wide range of previous positions, with most coming from operations or P&L leadership,
business development or CEO, or business-model innovation roles. A noticeable share also came from
external consultancies. Because the CSO is a relatively new position, just 8% come from a previous
CSO role, and average tenure in the role is four years.

Chief strategy officers profile

Unique Organizations with a Internal vs. external
organizations chief strategy officer (%) appointment (%)

No | Yes Internal | External

Chief strategy 90 44
officers

/3

Tenure, by years (%) Average tenure

< A 3094 years
=2 Reports to (%)

3-4 T President/CEO 59
5-6 Other chief officer |3

7-9o B Provost/chancellor

10+ Executive vice president I

N/A N/A or not found

Note: Numbers do not sum to 100%,

because of rounding.

These diverse backgrounds reflect the role’s varied remit. At one end of the spectrum, some CSOs At one end of the spectrum, some
have pervasive reach and influence, with strategy, ventures, M&A, digital, and sometimes technology .
and marketing reporting to them. People with this remit oversee both the traditional aspects of the _CSOS have pervaswe reach and

role as well as transformation work, suggesting that, at these organizations, digital is considered influence, with strategy, ventures,
core to overall strategic progress. At the other end, some organizations have stuck to the traditional M&A, digital, and sometimes

structure of CSOs being responsible primarily for running annual strategy review processes, without technology and marketing reporting

any operational or customer-facing responsibilities. to them. At the other end. some

We found few organizations that had had a CSO for a decade or more, and, given the increasing pace organizations have stuck to the
ofd|g|ta| and Fompetltlve transform§t|on in the healthcare secFor, the industry is stlllvexpenmentmg traditional structure of CSOs being
with what duties should fall under this role. Moreover, the varying degrees of regulation of healthcare . ) . ;
organizations and whether the organizations are focused primarily on clinical or commercial offerings ~ '€sponsible primarily for running
affect where they will benefit most from transformation and therefore where their strategy officer annual strategy review processes,
should focus. The disparity has been especially acute between payers and providers—payers, without any operational or

for instance, often look for someone with a more commercial perspective, while providers have
traditionally chosen clinicians—though, in recent months, we have seen the gap narrowing as
COVID-19 reshapes the sector.

customer-facing responsibilities.
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Payers also tend to look for CSOs who can focus on business-model transformation. Some, for
example, have been seeking to bolster relationships with patients by moving beyond direct clinical
care into areas such as wellness coaching on digital platforms.

CSOs with a more clinical mindset are typically a better fit for providers. These organizations aren't
necessarily opposed to commercialization, but nearly universally lead with clinical considerations

as a guiding framework. Since clinicians are accustomed to seeing and treating patients directly,
innovation under their watch is often in areas such as R&D and clinical care—for example, building

a telehealth offering—as opposed to new business models. Organizations with a more clinical focus
have also tended to adopt a slower, test-and-learn approach than do more commercial organizations
because of their traditionally conservative cultures that measure risk in patient outcomes and because
of a lack of broadscale innovation muscle across their organizations.

COVID-19 changed that: on the whole, for instance, the United States had a glaring lack of telehealth
options before the crisis; once it hit, one provider mounted a telehealth offering within two weeks.
While such opportunities used to be considered largely commercial and secondary to clinical
opportunities, they have now become the only way to reach patients—demonstrating how the gap
between the two mindsets is closing.

Defining the role for the future

Today, the need for healthcare organizations to get transformation and innovation right is greater
than ever. Nice-to-haves such as telehealth are becoming must-haves. Having a CSO to take the reins
on a diverse set of initiatives and help organizations establish priorities will be beneficial.

But, because the CSO role can vary so widely, CEOs must be clear on their CSOs’ mandate and
the skills the role will require, along with candidates’ ability to build relationships and lead change.
Our interviews and experience suggest a few key areas of consideration and questions to ask.

Mandate and skills

“The goal of a CSO is to develop an operating system for growth and lead the delivery of clearly
defined business outcomes with tangible ROI that are closely linked to enterprise strategy,’ says

Avi Sahi, who until recently was the CSO at Anthem, Inc’s Diversified Business Group. As part of
defining which outcomes the CSO should focus on, our interviews suggest that CEOs and CSOs would
benefit from differentiating between strategic planning, which typically has a three-or-more-year
time horizon and revolves around generating ideas, and strategic implementation. CSOs typically are
responsible for both, but a given CSO may need to focus on one more than the other depending on
what role the CEO plays (more visionary or operational) and what specific challenges the organization
is facing. For example, an organization seeking to grow through M&A may need a more visionary CSO
to bring candidates to the table, while an organization seeking growth through digital channels may
need an experienced technology operator in the role.

Since few CSOs—or other executives—excel equally in planning and implementation, CEOs should
consider which skill set the CSO specifically needs and which can be rounded out on the broader
strategy team or through a project management office. This distinction will also help clarify which
other functions should fall within the CSO’s remit.

Finally, the pace of strategic change is increasing, thanks to both digital transformation and the crisis.
And so, CSOs who are agile in both planning and implementation—open to trial, error, iteration, and
learning—are increasingly valuable.

2 For more on agile leadership, see Steven Krupp, “From blame to gain: Leading with agility in a crisis,” Heidrick & Struggles, April 2, 2020, heidrick.com.

Because the CSO role can vary
so widely, CEOs must be clear
on their CSOs’ mandate and the
skills the role will require, along
with candidates’ ability to build
relationships and lead change.

“The goal of a CSO is to develop
an operating system for growth
and lead the delivery of clearly
defined business outcomes with
tangible ROI that are closely
linked to enterprise strategy.”

Avi Sahi
Former CSO, Diversified Business Group,
Anthem, Inc.
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Reporting lines and relationships

A trust-based relationship between the CEO and CSO is critical. CSOs need to intimately understand
what the CEO sees as the purpose and goals of the organization so they can further develop its vision
and recognize what ideas won't mesh with it. CSOs also need to have the CEO’s trust and confidence
so that they can push back and challenge the CEO if necessary. One of the executives we spoke with
explains, “You have to have a good relationship with the CEO and know what he or she is thinking.
You need to understand the psyche—they have to trust your point of view, and you have to be able
to challenge that person when you think they’re doing something potentially off-track”” Sahi notes,
however, that “the internal and external customer is always the ultimate boss of the CSO,"and CSOs
need to be able to keep customer needs “front and center” while prioritizing selection and execution
of strategic growth initiatives from idea to impact.

Our interviews suggest that it's important that the CSO reports to the CEO.“The CSO role is a reflective
light of the CEO," says Brad Fluegel, former senior vice president and chief strategy and business
development officer at Walgreens.“The CEQ is responsible for strategy—no one else”Then, the CSO
should be a part of conversations with the board and other leaders as they debate strategic options.

CSOs also benefit from forming high-trust relationships with CFOs, CTOs, and business unit leaders.
Strategy budgets may be small, and it's up to CSOs to get operating executives on board and wholly
behind funding various initiatives. And, as more healthcare innovations and new offerings become tech-
enabled and because most of the transformation of existing organizations requires drastic overhaul and
modernization of existing technological systems, a relationship with the CTO will be key. And, particularly
for CSOs in clinically focused organizations, building a strong relationship with the chief clinical or
medical officer will also be fundamental to successful adoption of new services and workflow models.

Building strong relationships a few levels down in the organization will also help CSOs push plans
forward and make progress. It will likely help in building relationships at all levels if CSOs make it clear
that they do not expect to run any other function directly. One CSO told us, “You have to be a servant
leader to love this job. It's not about power and influence. You have to get high on helping your peers,
driving change, and creating a spark in people and organizations.” In addition, our interviews suggest
that the strategy function can be seen as a feeder of talent to other parts of the organization, which
can strengthen trusted relationships and enterprise-wide skill sets over time.

At the same time, CSOs with innovation in their remit may often need to act a bit separately from the rest
of the organization, establishing new offerings outside the technology of the core business, for example,
with an agile methodology and minimum-viable-product mindset. Innovation-focused CSOs also often
benefit from collaborating with academics, tech experts, or other researchers outside the organization.

As more and more healthcare CEOs seek to spur innovation with a chief strategy officer, they will give

themselves—and the CSO—the best chance of success by stepping back to make informed decisions
in a few key areas. Those decisions should be fully aligned with the organization’s mission, culture, and
current state of innovation and should consider the following:

Whether or not the CSO belongs in the C-suite, with direct access to the CEO and the board
What the CSO’s scope of responsibilities will be
Metrics for success

The skills the CSO’s team will need, how big the team should be, how it will be structured, and
how the CSO’s office operations will be funded with an appropriate budget to deliver results

Where strategic funding will come from: for example, whether there will be self-funding
for pilots, or if all innovation will be funded through the business units

How well potential CSOs will work within the organization’s culture—and, particularly,
whether the CEO has full confidence in their advice

Even when a CEO shapes the perfect role on paper and finds the right person to fill it, we believe one
more element is crucial to success: as with any other major change initiative, the CEO must take a
personal role in highlighting a clear, consistent commitment to change across the organization.

“The CSO role is a reflective light
of the CEO. The CEO is responsible
for strategy—no one else.”

Brad Fluegel
Former Senior Vice President and Chief Strategy
and Business Development Officer, Walgreens
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