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Many MBA students harbor dreams of becoming an entrepreneur and CEO. These students
channel their MBA coursework toward this goal, concluding from the popular media narrative
that this is the career for them. Perhaps these students believe that entrepreneurs and CEOs
live glamorous and exciting lives filled with thrilling activities like bare-knuckled negotiations,
ponderous strategy sessions, and capital formation gamesmanship. Before MBA students and
aspiring entrepreneurs commit themselves to this future, they should know exactly what a CEO
does with their work hours—that is, how they allocate their time and what, precisely, they do
all day long in small and medium-sized enterprises (SMEs). Note that we are using the terms
CEO and entrepreneur interchangeably, since most CEOs in an SME are entrepreneurial leaders
even if they do not technically fit the moniker ‘entrepreneur’ because they are not founders.

We think of CEO time allocation as being a bit like a puzzle. All the pieces need to fit together
in the right position to allow the CEO to be productive and lead a thriving and growing
organization. To analyze exactly what CEOs do with their time, we defined an array of CEO
activities (see Figure 1). We believe that these are the essential functions that SME CEOs engage
in when building and leading an entrepreneurial business. We recognize that CEO time
allocation morphs throughout a CEQ’s journey as their company grows and succeeds, and we
address this phenomenon in the case note The Evolution of a Search Fund CEO and Company.

Figure 1: The CEO time allocation puzzle
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To discover what SME CEOs do, we crafted a survey about time allocation and distributed it to active CEOs.
Our survey methodology is more fully described below. Our hypothesis before the CEO survey was that
SME CEOs spend most of their time on people issues, operational issues, sales, and systems building
(establishing infrastructure for the business to grow), and we suspect that many aspiring entrepreneurs
and CEOs have a more glamorous view of the CEO role and time allocation, expecting it to focus on
strategy, capital formation, and capital allocation.

In this case note, we will do the following:

= Define an SME for the purposes of our analysis.

= Describe the methodology of the CEO survey.

= Analyze the survey results on what CEOs do with their time.

= Share some thoughts and recommendations on how an SME CEO could optimally use their time.

= Compare what MBA students think SME CEOs do with their time with the CEO survey results (in
Appendix A).

We hope this note helps aspiring entrepreneurs and CEOs to understand more fully what a CEO actually
does. We also hope it assists existing CEOs to better understand how they are using their time and to
reflect on how they might change their time allocation to improve their productivity.

What are small and medium-sized enterprises?

Although there are many definitions and interpretations of what a small business is, we are defining an
SME, for the purposes of this note, as a business with annual revenue of less than $50 million. We think
this captures a segment of the marketplace that is likely to be pre-professionalized and pre-
institutionalized. A business of this size likely has a few key leaders, including the CEO, but is still very
much dependent on a handful of crucial employees. A business with less than $50 million in sales might
still be experiencing customer concentration challenges, building infrastructure, and discovering
actionable strategies for future growth.

A company with less than $50 million in revenue will likely have up to hundreds of employees, but
probably not thousands of employees. The geographic scope can be international or national but is more
likely to be regional in nature.

These companies can present wonderful opportunities, and we encourage aspiring entrepreneurs to
acquire or start them for a fulfilling entrepreneurial career, but they are still very much emerging
companies—they are not quite fully mature or institutionalized. These are the ideal companies for young
entrepreneurs to run early in their careers and are the types of companies most aspiring entrepreneurs
will lead, as compared to Fortune 1000-sized businesses.

The survey methodology

To discover what SME CEOs do with their time, we developed a survey with seven questions (detailed
below). We distributed our survey to members of the Young Presidents Organization and the
Entrepreneurs’ Organization, as these affinity groups have many SME entrepreneur members. We also
distributed our survey to multiple search fund investors with SME businesses in their portfolios.

In the survey, we asked CEOs to rank how they allocated their time based on the categories depicted in
Figure 1, presented earlier. Additionally, we asked the following questions:
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=  What is the single most important part of being a CEO?

=  What is the single most enjoyable part of being a CEQ?

=  What is the single most challenging part of being a CEOQ?

=  What is the one thing you wish you had more time for as a CEO?
= Onascale of 1to 10, how hard is being a CEO?

= Onascale of 1to 10, how much fun is being a CEO?

To get a picture of what aspiring entrepreneurs think CEOs do, we used the same questionnaire to survey
current Yale School of Management MBA students.

Framing SME CEO time allocation

When thinking about the activities that CEOs spend their time on, we reflected on our own experiences
as CEOs. We also spoke with a handful of current CEOs to develop 11 areas where we believe most CEOs
spend their time. These 11 categories are neither comprehensive nor perfect, but we believe they are
directionally accurate indicators of what CEOs do. We used these classifications to then query CEOs on
how much time was allocated to each area. The 11 groupings of CEO activities in alphabetical order are
as follows:

=  Capital allocation is the activity of deciding how to use a firm’s cash resources (i.e., acquisitions,
organic growth, dividends, debt paybacks, or equity buybacks). An example of this might be a CEO
investing in a programmatic acquisition strategy or issuing dividends to shareholders.

= Current customer maintenance is the process of interacting with current customers to nurture
and develop the relationship. This can be related to a specific initiative or project or, more
generally, involves checking in on performance status. For example, time spent on customer
maintenance is when a CEO flies to California to meet with key personnel from their company’s
top customer to engage in an account review and discuss anticipated buying commitments.

= Mission, values, and culture and support the organization’s feel and environment. An example of
this would be when the CEO of a company engages in training sessions with employees on the
firm’s values and goals, which enhance the organization’s culture.

= Operational issues are the activities that support a firm’s strategy or, simply put, the work that
needs to be completed. We think of this as a ‘how the trains get there on time’ function. For
example, working on implementing a new enterprise software system or ensuring the day’s
scheduled work is being completed on time are operational issues handled by the CEO.

= People issues are any activities that include coaching, developing, evaluating, firing, hiring, and
managing employees. An example of this is when a CEO has a weekly one-on-one meeting with
their chief operating officer to discuss performance, open positions, and probationary people that
might be terminated.

*  Procurement and vendor management is time spent by a CEO interacting and partnering with
key vendors and suppliers. For example, a manufacturing business CEO might interact with a
representative from a vendor company that is a material part of the cost of goods sold.

= Raising capital is when a CEO interacts with potential equity investors and creditors who might
invest in or lend capital to the business. An example of this would be initiating a broad search for
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a creditor to refinance the business with a unitranche debt facility that will refinance the current
debt and provide additional capital for growth initiatives.

= Sales are activities that might lead to new, incremental customers (compared to current
customers). This might include sales management or direct sales engagement. For example, sales
is when a CEO visits a prospective customer for a pitch or when a CEO plans and hosts an annual
internal sales meeting.

= Shareholder and board interactions are when a CEO discusses the company’s activities with
current shareholders and board members. Preparing for and hosting board meetings are
examples of this.

= Strategy defines what a company is trying to accomplish and how it will position itself in the
marketplace. We think of this as a ‘where the train is going and why’ activity. An example of this
is when a CEO convenes the executive team in the fourth quarter to assess current strategic
initiatives and define the strategies for the upcoming year.

= Systems building involves the activities a company might engage in to establish new or increased
infrastructure in order to perfect current operations or add capacity for growth. This involves
establishing and improving systems and processes. For example, when a CEO works on best
practices or standard operating procedures, they are investing in systems building.

Survey results

We are grateful to 301 CEOs who kindly participated in our survey to share insight into their time
allocation practices. Here are the survey results:

Demographics

Our sample is heavily skewed toward service businesses. This likely reflects our survey distribution
channels which over-solicited search fund CEOs, who tend to favor service businesses and their attendant
economic characteristics. A full 54% of the CEOs participating in the study identified as being in a service
business. See Figure 2 for the complete breakdown of industry representation.

Figure 2: Industry representation by CEO respondents

Manufacturing _ 10%
Construction - 9%
Finance, Insurance, and Real Estate - 9%

Transportation, Communications, o
Electric, Gas, and Sanitary service - 5%

Retail Trade . 3%
Manufacturing . 3%
Wholesale Trade . 2%
Real estate . 2%
Agriculture, Forestry, and Fishing . 2%
Mining 0%

Source: Created by the case writers
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Most of the CEOs participating in our survey lead businesses with S5 to $25 million in revenue and 26 to
150 employees. These are exactly the size of business we aimed to examine: They are growing but clearly
not startups, as they have a reasonable degree of size. Figure 3 depicts the breakdown of the size of the
companies run by the CEOs that participated in the survey.

Figure 3: Revenue and employee counts as reported by CEO respondents

What are the annual revenues in your business?
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Source: Created by the case writers

How many people does your business employ?

52%
37%
7%
4%

Less than 25 26 to 150 15110 250 More than 250

Many of our survey participants are relatively new CEOs, with 62% having less than five years of CEO
tenure, yet 50% of the companies in the survey have been in operation for more than 20 years. This
highlights another tilting toward search fund CEOs among the survey participants. These CEOs have
acquired, rather than started, a business with a long history of operation but only have a few years of
experience leading a business. Figure 4 shows the breakdown of the company operating duration and CEO

tenure.

Figure 4: Years of company operation and years as CEO as reported by respondents

How many years has your business been in operation?
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Source: Created by the case writers

Activities that take up the most time

How many years have you been in the CEO role?

62%

13%
I -

Less than 5 6t0 10 11t020  More than 20

The CEOs surveyed indicated that people issues, strategy, operational issues, and sales are the largest
functional categories of CEO time allocation (see Figure 5). This is largely in accordance with our pre-
survey hypothesis. Having been CEOs and having invested in and worked with scores of CEOs, we know
that people issues require lots and lots of CEO time. Leading and managing people is, in some ways,
predominantly what being an SME CEO is all about. It should be noted that people issues can be broken
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down into two groups: regressive activities and progressive activities. Regressive activities tend to revolve
around separation issues or remedial coaching, while progressive activities tend to center on
developmental coaching and hiring for growth purposes. Regardless of the type, people issues soak up
the most CEO time, according to our survey participants.

It is no shock to us that operational issues require a great deal of CEO time. A large part of a CEOQ’s
responsibility at an emerging company is ensuring that the work gets done, and the CEO in a small business
is often the operational backstop when things break down and go awry. One CEO said, “Most of my time
is spent firefighting on operations and people issues, although | know it is not the best use of my time. I'm
working to block out time to focus on strategy, culture, and customer relationships. Ultimately, | believe
the most important job of a CEO is creating a vision and effectively allocating capital to achieve that vision.
The reality is, I'm just a long way from getting to that point.”

We are somewhat surprised that strategy comes in as the third most time-consuming category in our
CEOs’ replies. We will address this more completely in the section below on the conundrum of strategy.

Finally, sales is a crucial CEO time allocation activity. SME CEOs tend to manage the sales function and
actively participate in key customer pitches and wins. They are often the best company representative in
the sales process and tell the story in the most compelling fashion.

Some of the activities that absorb the most time can be thought of as playing offense—proactive
endeavors that enhance the business. Sales is certainly offense. Unfortunately, many time-intensive
activities are playing defense—trying to stabilize the brushfires. Most operational and people issues fall
into the defense category. CEOs would be wise to think of their time allocation in terms of offensive and
defensive buckets, with the goal being to play as much offense as possible.

Figure 5: Activities that take up the most CEO time

People issues (coaching,
hiring, firing)
operationalissues | 50

Strategy

Systems building _
Current customer _ %6
maintenance
Mission, values, culture -
B

Capital allocation

Shareholder and board . 25
interactions

Raising capital . 17
Procurement and vendor . 15
management

Source: Created by the case writers

Our survey results closely align with CEO time breakdown in Harvard Business School Professors Michael
Porter and Nitin Nohria’s “The Leader’s Calendar.”* Their study, published in 2018, tracked 27 CEOs of
primarily public companies with an average annual revenue of $13.1 billion, criteria that contrast
dramatically with our survey of SME CEOs. However, the top three activities engaged in by their study’s
participants were functional and business unit reviews, people and relationships, and strategy, which align
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with our results of people, operations and systems building, and strategy taking up the largest portions of
CEOs’ time.

Justin Schulte (Yale School of Management 2019) is the CEO of A-1 Elevator Service, a
‘ maintenance and repair company servicing passenger and freight elevators, escalators,

dumbwaiters, and moving walks across the Gulf Coast. He acquired the company in June
/ 2020 as a resident searcher with Search Fund Accelerator. A-1 Elevator Service has been in
business for more than 12 years and employs 27 people.

The previous owner is still involved with the business. Schulte has focused on back-office activities and
operations, while the previous owner maintains customer relationships and drives sales. Schulte feels he
is growing into a traditional CEO role and has started shedding some responsibilities while staying
intimately involved with day-to-day operations.

This might sound better as “This is an operationally intense business. | would say | spend
90 percent of my time in operations. This time includes scheduling and managing projects,
giving guidance on dispatch when necessary, tracking critical parts orders, being the back-
up contact for after-hours calls, and putting out the occasional fire with customers. When
things slow down at the end of the day, | spend time on financial oversight, prepare for
the next day’s operations, and reflect on what needs to be improved. And there is always
something that needs to be improved. We're lean in the back office compared to other
businesses our size, so | may get in the weeds more than other CEOs.

| don’t spend much time on human resources (HR). We’ve made several hires, but only
one was not a mechanic. | lump people issues in with operations because | spend nearly
all my working hours interacting with people or on the phone trying to solve problems. |
think of myself as “Chief Servant.” Many days my time is not my own, but we’re fortunate
to have very few true HR issues. We all run fast during the day and most frustrations, for
all our employees, are due to the nature of the business, rarely personal.

| believe, for this business in particular, the most important thing | can allocate time to is
operations. Our continued success hinges on our execution—we must deliver. Like other
forms of transportation, many take elevators for granted until they fail and at that point
it's an emergency. This is a life-safety business, more so than | realized during diligence,
and we have to be ready 24/7 and deliver on our promises.

Activities that take up some time

Many activities that CEOs engage in are not that time-consuming but do require some time commitment;
these functions sit somewhere in the middle. The CEOs surveyed reported that systems building; current
customer maintenance; mission, values, and culture; sales; and shareholder and board interactions
require a moderate portion of their time.

We interpret this to reflect the fact that most of these functions do not place time-sensitive demands on
CEOs. They are activities that do not call for immediate attention and are easily deferred or eligible for
delegation. For example, activities in the category of mission, values, and culture will not impact the profit
and loss statement of a current period, nor will investing time in systems building. As important as these
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activities might be, they can be addressed later on a rolling basis. Sales, though important and time-
sensitive, is highly suitable to be shifted off the CEQ’s calendar by delegating the function to the vice
president of sales. Figure 6 shows the activities that the CEOs surveyed believe require some of their time.

Although systems building only takes up some CEO time, we think this is a very desirable offensive time
category. Systems building is all about establishing infrastructure, systems, and processes. It is not solving
the symptoms of an issue (which would be playing defense); it is attacking the root cause of an issue to
ensure the issue never manifests again. We encourage CEOs to think offense whenever they can and
systems building would be a tenable example.

Figure 6: Activities that take up some of a CEO’s time
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Source: Created by the case writers

Activities that take up barely any time

The CEOs surveyed indicated that raising capital and procurement are the activities to which they allocate
the least amount of time (see Figure 7 below). This makes sense, as capital formation is, at best, an
episodic event and hopefully one that drifts away over time as a company grows and generates cash
internally. Procurement is a function that is easily assigned to an operations team or a purchasing
professional, so it can be removed from the CEQ’s commitments. See Figure 7 for the activities that
require the least amount of CEO time.

Capital allocation is also an activity that the CEOs indicated as requiring little time. We think of capital
allocation as a lumpy event, one that is closely linked to strategy in that it determines what a company
will do with cash and capital resources. We consider capital allocation an incredibly important and
impactful CEO function, but not necessarily a time-intensive function. Capital allocation is more of a
philosophy than something that will consume large parts of an SME CEQ’s calendar. One prescient student
posited, “I think a CEQ’s most important job is capital allocation and it is probably the most difficult. | think
traditional views of CEO time allocation like strategy, leadership, and operational issues unfortunately
overshadow the most important driver of value: capital allocation.”

A McKinsey study found that “the top decile of high-performing CEOs are 35 percent more likely to
dynamically reallocate capital than average performers. To ensure that resources are swiftly reallocated
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to where they will deliver the most value rather than spread thinly across businesses and operations,
excellent CEOs institute an ongoing (not annual) stage-gate process.””

CEOs do not spend much time with their investors and boards. This aligns with a conclusion from Porter
and Nohria’s study:

On average, our CEOs spent only 3% of their total work time on investors. Most of them found
this surprising; they tended to believe they spent more. But while more time is likely to be better
when it comes to customers, the same is not true with investors. Too many meetings with
investors can easily become a time sink and can draw the CEO into trying to manage the stock
price rather than focusing on business fundamentals. Staying in touch with a few key buy-side
investors, doing quarterly calls, and holding an annual investor day may be all a CEO needs to do—
unless, of course, the company is dealing with serious investor unrest or activism. By and large,
the CEOs in our study seem to have discovered such focus over time, after getting caught up early
in their tenures in too much investor relations.®

Figure 7: Activities that take up barely any CEO time
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Source: Created by the case writers

The single most important part of being a CEO

Mission, values, and culture was the most popular response for the most important time allocation
opportunity as a CEO (see Figure 8). We are very pleased with this finding. Mission, values, and culture
are the connective tissue that holds an organization together as it grows in size and geography, and these
elements represent the essence of a company and what makes a business unique. Many companies have
nothing proprietary about them, and it is only their culture (which flows from mission and values) that is
distinctive. Unfortunately, developing mission, values, and culture is not like procuring a new truck,
machine, or warehouse. A CEO cannot go out, make a purchase, and then have culture appear the next
day. Mission, values, and culture are also not things that can be outsourced or delegated—they are
squarely in the CEO’s wheelhouse. Developing a company’s mission, values, and culture is a bit like
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planting a tree. A CEO must be intentional about it: They must water it, give it sunlight, care for it, and
protect it. Mission, values, and culture will not magically sprout up, and if they do, it might not be the
culture a CEO had hoped for. One CEO shared, “I am constantly nurturing the culture, training, and
development programs to develop leaders.”

Despite the claimed importance of mission, values, and culture, our survey respondents do not allocate
that much time to this function. It ranked seventh out of eleven for activities receiving the most time.
Clearly, this is a mismatch of perceived importance and attention. Developing mission, values, and culture
is a wonderful offensive move. Investing in this function yields large rewards and is completely proactive
in nature.

Figure 8: The single most important part of being a CEO
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John Garrett (Sam Houston State University 1997) is the CEO and founder of the Community
Impact Newspaper, a network of hyperlocal news and information papers distributed across
the Southern U.S. Garrett started the business with his wife in 2005 out of their game room

and has bootstrapped the business over 15 years to grow it into a 200-employee company with
over $27 million in annual revenue and a distribution network across millions of mailboxes in
several major cities.

As founder and CEO, Garrett drives organic growth for the business by focusing on values and mission. He
is committed to building a great business for customers, team members, and communities. He does this
by ensuring that mission, values, and culture remain central to their identity.

Culture is huge for me. My executive team says that we are the culture of the company.
How we think and how we treat people flows all the way down. We are a mission- and
values-driven organization, and we do not just put it on the walls. We celebrate our values
every month with our ‘five stones,” which are our five core values, and every month, we
recognize employees who demonstrate them.

We just came up with our purpose statement, and it was a bit of an ‘aha’ moment for me.
| previously thought we had a great mission and great values, so | wondered why we
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needed a purpose statement. The pandemic made me think about how it would be sad if
our paper hadn’t survived, and that is how we came up with our purpose statement,
which is “To be a light for our advertisers, our readers, our employees, and our partners.”
We matter and have an enduring purpose because our purpose is who we are as an
organization.

The single most enjoyable part of being a CEO

CEOs clearly relish spending time on strategy and commonly identify it as the most enjoyable part of being
a CEO (see Figure 9). It is an activity that many CEOs aspire to focus on, as it defines the vision and path
for an organization and requires critical higher-level thinking. Undoubtedly, many CEOs would prefer
pondering company goals over operational firefighting or dealing with deleterious people issues. As one
survey respondent succinctly notes, “As you learn where your time is most valuable and important, your
allocation will change, and it gets more enjoyable. Early on, most of my time was spent fixing operational
issues and getting good processes in place. Once those were in better shape, | had time for long-term
vision and other more important things.”

We agree that strategy is an enjoyable and fun part of being a CEO. It is pleasurable to think about ‘where
the trains are going and why.’ Strategy is forward-looking: It is a windshield activity filled with opportunity
and promise. It is energizing, intellectually stimulating, and challenging, and it is often impossible to be
wrong while conjecturing (there is plenty of time for the reality of execution in the future).

Figure 9: The single most enjoyable part of being a CEO
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The single most challenging part of being a CEO

It is no surprise that CEOs consider people issues to be the most challenging part of their role (see Figure
11). Anybody who has served as a CEO can attest to that. People are positively surprising and surprisingly
disappointing. We do not intend to sound cynical, because we resoundingly believe that most people
mean well—an inspired team can move mountains. But there are also people who quit, steal, lie, litigate,
violate policies, make foolish decisions, and generally cause inordinate amounts of consternation. Some
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employees may carry preconceived opinions, emotions, and baggage from previous jobs, or can bring
personal challenges into the workplace. People issues can be extremely enervating, yet no successful
business can exist without them. Fortunately, we firmly believe that most people bring positive energy
into a business, offering insightful ideas, supporting the culture, and generally being team players.
Unfortunately, as the cliché goes, there are always a few bad apples.

As one CEO respondent commented, “People issues take up 300 percent of the time | expected they
would, and team building is a far more useful and important activity than | had initially anticipated.”
Additional comments noted how impactful key hires (COO, Head of Sales, etc.) have been to the CEQ’s
day-to-day work, with one stating that “time allocation became significantly more optimal once | recruited
a day-to-day operator.” Perhaps the value and challenge around people issues for CEOs can be accurately
summed up by this survey comment: “Hire the right people. Give them the tools to do their job. Then get
out of the way!”

Figure 10: The most challenging part of being a CEO
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Brittany Collins (Stanford Graduate School of Business 2015) is the CEO of PFC Management,
a managing company for a group of IVF centers and reproductive health companies, and
Managing Partner for West Sands Partners, the search fund vehicle that she and her husband
used for their acquisitions. They made the first clinic acquisition in February 2019 with a
follow-on in 2020. The business employs more than 60 people and has been in operation for
more than 30 years.

As CEO, Brittany is more externally focused and looks at sales, driving revenue, and training the sales
team, while her husband serves as president and is more internally focused on data and the mechanics of
their healthcare operations. However, Brittany has spent a lot more time than she had originally expected
dealing with people issues.

| find myself dealing with people issues as a CEO three times as much as anything else,
and it can be exhausting. Thankfully, we brought on a seasoned COO that | have been able
to learn a lot from, especially regarding how to handle clinic employees.
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But not all people issues are draining. | would separate the people issues into three
components: team building (understanding what is needed as a team and how to hire the
right people, which takes up a lot of time), conflict resolution (especially when it comes
to physicians), and mentoring (which is quite enjoyable, but navigating mentorship,
specifically with my COO, has been an interesting challenge).

| think hiring is the most challenging part of being a CEOQ. It is really important, and it is
really hard, and | think people underestimate that. Getting it wrong is just so painful for
the team and the business.

The one thing you wish you had more time for as a CEO

The CEOs we surveyed wished they had more time for strategy; mission, values, and culture; and sales.
CEOs intuitively want to focus on offense (see Figure 11). Strategy drives the direction and future of the
business and obviously has a large impact on the results. Furthermore, meaningful strategy contemplation
requires that CEOs consciously step away from the business’ daily whirlwind—something that, in reality,
can be difficult to do. Developing a company’s mission, values, and culture, like strategy, is an activity that
canyield huge results in the future with little manifestation in the short term. Culture is a nebulous notion
in business but one with powerful consequences. It is something that is hard to develop and takes a lot of
time to become meaningful. It is understandable that CEOs crave more time for this valuable concept.

Strategy and mission, values, and culture also ranked at the top for the most important part of being a
CEOQ, and sales came in fifth. Sales being ranked highly in this section is a little surprising, as it is an activity
that CEOs typically wish they had more time for but is not considered as being that important to the job.
This implies that many SME CEOs thoroughly enjoy the sales process in their business and likely wish to
engage customers more, but that ultimately, they do view it as enjoyment rather than necessity, which
aligns with its third-place rank as the most enjoyable part of being a CEO. Again, the study by Porter and
Nohria corroborates this:

Most of our CEOs were dismayed to discover how little time they spent with their customers—
just 3%, on average. It surprised some even more to learn that this was less than the amount they
spent with consultants. The scant time devoted to customers is partly a function of the huge scope
of internal responsibilities: As an executive ascends from managing a line of business (which
involves more-frequent customer contact) to the job of leading the entire company, it is natural
for customer-facing time to decline. Nonetheless, the CEOs in our study clearly felt that 3% was
too low. Customers are a key source of independent information about the company’s progress,
industry trends, and competitors.’
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Figure 11: The one thing you wish you had more time for as a CEO

Strategy

I
Mission, values, culture _ 49
I o

Sales

Systems building _ 29

People issues (coaching,
hiring, firing)

Current customer - 2
maintenance
Capital allocation - 12
Shareholder and board - 12
interactions

Raising capital - 9

Procurement and vendor . 7
management

29

Operational issues . 6

Source: Created by the case writers

How hard and fun it is to be a CEO

Being a CEO is not that hard and is pretty fun, according to our CEO survey participants. Our CEOs scored
the fun of being a CEO as an eight on a scale of one to ten. We concur. Being a CEO is a fantastic gig, in
our opinion. It is creatively fulfilling, intellectually stimulating, and emotionally satisfying, and it can also
be financially rewarding. In a CEO role, you get to build an organization that is a reflection of your vision,
strategy, and personal values. Leading a company where things are in a state of flow is exhilarating.
Similarly, watching an organization grow and coaching and developing people to become valuable leaders
is thrilling. This is a wonderful role and life—we completely understand why so many people want to
pursue it. But do not take our word for it. Here are some quotes from our CEO participants:

=  “Being a CEO can be incredibly fulfilling yet very challenging and lonely.”

=  “llove it. It’s an honor to lead and have the ability to impact so many lives, from clients to
employees.”

=  “It has been the most rewarding experience of my professional life. It hasn’t been easy and | might
not choose to repeat the past few years, but the learnings have been invaluable.”

= “It's an amazing journey that takes everything you have and gives you more than you could have
imagined.”

= “Itis the most rewarding job | have ever had.”

=  “My time as a CEO has been the most challenging and rewarding time of my life. I've pushed
myself to the limit and have grown myself and others in ways | didn’t think were possible. The
role ironically gives you maturity and humility. The confidence that got me here has evolved and
my biggest pride is seeing my team develop.”

= “Being a CEO is the best job in the world. You have the opportunity to work exclusively with the
people you choose and set the direction of your company and potentially shape an industry.
Customers, competitors, and stakeholders will take you seriously because of your role. If you are
able to detach from the stress of the noise (people issues, customer complaints, having to fire
people, board stress, things not working as well as you'd like), you will find it is highly rewarding
and enjoyable and provides a great quality of life.”
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But despite all the fun, it is also hard, although not quite as hard as aspiring entrepreneurs might expect.
Our CEOs indicated that being a CEO is a seven out of ten in terms of difficulty. We consider that
moderately difficult but not excruciatingly difficult. We can attest that being a CEO is indeed hard.
Sometimes it feels like you are playing three-dimensional chess without enough pieces and with
constantly changing rules. It can be overwhelming physically and mentally—and your efforts do not always
reap the desired benefits. There is a tremendous amount of pressure and responsibility to customers,
employees, shareholders, and yourself. And it is a 24/7 occupation: It is always on your mind. But the
challenge is akin to learning a new language or a musical instrument: difficult but satisfying. However, we
suggest caution; one survey participant described being a CEO as “excruciatingly painful fun!” Another
CEO framed the role this way: “Being a CEO is a lonely job. You have to make some tough decisions and,
often, you cannot consult with any colleagues.”

Glenn Gonzales (Darla Moore School of Business, University of South Carolina 2013) is the
founder and CEO of Jet It, an aviation company that offers a hybrid-fractional ownership model
for Honda Jets based on private jet travel days. Gonzales started the business with his co-
founders in 2018 and has grown it to more than 65 employees over the past three years. He has

been bootstrapping operations since August 2019.

Gonzales has experienced a series of changes in his time allocation as CEO over the past few years,
especially around operational issues, capital allocation, and sales, as his team has grown and his
responsibilities have matured. For example, 90 percent of Gonzales’ time in the past might have been
spent on operational firefighting, but now that processes have been established, operational issues are
rarely brought to his attention unless there is a dollar amount attached to them.

As a former fighter pilot, Gonzales may have a different idea of what is fun or hard, but he has found the
entrepreneurial experience to be truly rewarding, although there are certain realities every aspiring CEO
should consider.

| have done some challenging and unique things, but being a CEO is every bit of a 10 in
terms of how hard it is. The number of variables associated with business far exceeds
what my experience has been simulating a war-time environment as a fighter pilot.

But being a CEO is also an absolute blast. | think being really hard is what makes it really
fun. If you are a problem solver, if you enjoy the process and do not mind the grind—and
trust me, aviation is definitely a grind—you can find the fun in it. But the reality is chaos;
although we have been fortunate in turning that chaos into something beautiful, it truly
is a daily battle.

The truth is that you have a responsibility to the people who have entrusted their lives to
you. Every decision you make should be focused on helping those people succeed and
getting them to where they need or want to be. It is a volunteer effort on their part,
despite compensation, and if you are not doing the right thing or making the right
decisions, you could put them out on the street. It is that level of responsibility that every
entrepreneur should take to heart, because just as you can create jobs and improve
people’s lives, you can also destroy them.

Being a CEO is not glamorous. Being a CEO is hard. It can be rewarding, but intrinsic
motivations must continually fuel your work. You need to be able to do all things at all
times and be ready to pick up the ball and run with it if needed.
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The conundrum of strategy

The CEOs surveyed indicated that strategy ranks third for time consumption (see Figure 5). This surprised
us because we think of strategy as an episodic event rather than a recurring event. For example, a CEO
and a company might periodically deliberate and initiate a new strategy, but strategizing does not happen
on a daily or weekly basis. Furthermore, we think it is somewhat rare to find strategy on the calendar of
a CEO of an SME.

We think of strategy as a ‘where are the trains going and why’ question, and everything else is execution
(‘how will the trains get there on time’). In our opinion, the ‘where we are going and why’ question does
not occur that frequently. That level of strategy usually has a multi-year heartbeat. If strategic exploration
is taking place more frequently, it might imply that the strategy is not working or that an enduring strategy
is not in place.

Perhaps the CEOs indicated that large quantities of time are being spent on strategy because that feels
like something an evolved CEO should be spending time on. Or perhaps they actually spend little time
thinking about strategy, and instead treat it aspirationally. More realistically, we think CEOs spend large
guantities of time on projects and initiatives that support strategy. These may be strategic initiatives
(strategic being an adjective), but they do not truly constitute spending time on strategy (strategy being
a noun).

Of course, CEOs should check in on their existing strategy to make sure it still holds up, but this
reaffirmation likely does not consume huge quantities of time. We think of this being akin to a pilot
monitoring their flight path, frequently checking in on the gauges and seeking feedback to ascertain if the
strategy (the flight path) is holding up on track. This, of course, is crucially important, but likely not time
intensive.

Courtney Mohr (Northwestern University Kellogg School of Management 2002) is the CEO of
Selective Search, an industry-leading luxury matchmaking firm focused on North America.
Selective Search, which has been in operation for more than 20 years, is backed by the private

equity firm Permanent Equity.

Courtney joined the company as CEO in November 2020, having been CEO of another company for a little
more than three years prior to the switch. Now in her second CEO position, Mohr runs the company jointly
with Barbie Adler, the founder and president. Although she has only been in the position for a few months,
she and Adler jointly lead the company, with Mohr focusing on sales, marketing, finance, and the
functional business operations and Adler being centered on client service and overseeing all aspects of
matchmaking. Mohr’s run-rate approach to time allocation is similar to our interpretation of time spent
on strategy.

How | spend my time changes depending on where we are in our annual cycle. There are
certain activities that are daily or weekly, others that are monthly, and still others that
are quarterly or annual occurrences. Generally, strategic planning activities have an
annual rhythm and would usually begin in Q3/Q4 for the subsequent year. | work with the
executive leaders in late summer—early fall to craft our directional strategy, which then
feeds into the more tactical plans.
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We typically aim to complete our strategic planning by the end of Q3 so that Q4 can be
for building budgets and tactical plans around the strategy.

Once these plans are established, | spend more time on strategy implementation
activities. For example, establishing and monitoring metrics and dashboards, forming
project teams and plans, and tracking progress. Regardless of where we are in our
planning cycle, | set aside time each week to check in with key leaders to make sure we
are anticipating obstacles and being attentive to our culture.

Thoughts on Time Allocation for SME CEOs
Working on versus working in the business

Not all CEO time is equally productive or effective. Unfortunately, we speak from personal experience as
well as witnesses in an investor’s role. Sometimes CEOs feel like they are running in place and not getting
anything done. Time can be monopolized by putting out fires and just doing the tasks and activities that
need to be done to successfully get through the day. One CEO lamented, “As a small business owner, |
must play multiple roles and I’'m forced into the details instead of focusing on the high-level issues.”

We remember the days of feeling like the proverbial one-armed paper hanger when everything was a
juggle and a challenge. What we did not realize or understand at the time was that we were working in
the business—that is, we were an input in the business that was essential for the business to get through
the day. In some ways, this was satisfying because we felt important and needed. Unfortunately, this is a
surefire way to ensure the business does not grow, improve, or evolve.

Tom Bird, a board member at A. J. Wasserstein’s company, introduced him to the concept of working on
the business rather than working in the business. Working on the business is about designing systems and
processes, building infrastructure for growth, making an acquisition that expands the business to adjacent
geographical areas, and hiring that next-level CFO who will help double the size of the business. One CEO
commented, “As the business grows, you focus and spend time on setting up new management systems,
which implies setting up new processes, making data-based decisions, enacting cultural change, and hiring
and developing talent.” Working on the business is at its essence playing offense.

Working in the business means ensuring today’s shipments get out the door, filling in for the dispatch
supervisor who is out sick, and running to the bank to get the deposit in. While these activities must
happen, they are not a good use of a CEQ’s time. Working in the business is playing defense.

We like to think of working on the business as being akin to being an architect who has a vision and maps
out a project design. It is about working on a plan to build and create. Staying with the analogy, working
in the business is akin to being a plumber—one who responds to the architect’s plan and installs pipes to
get the water flowing. While architects and plumbers are both important, a CEO should be working on the
plan design, not getting immersed in its execution.

One of our survey participants echoes our thoughts: “I try to allocate my time into three broad groups. In
order of time optimally allocated, these groups are sales development, operations, and finance. | try to
limit my involvement in daily operations and customer maintenance in an effort to do more work on the
business (not urgent but important) versus in the business, which can be a whirlwind of activities.”
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Another CEO shared, “Working in your business means spending time managing your business as it is
today. Working on your business means investing time to build a better business for tomorrow.” Of
course, CEOs concurrently work on and in their businesses. They toggle between being an architect and a
plumber. We encourage CEOs to fight to spend as much time as possible architecting their company and
working on the business. This will result in not only a bigger and more valuable enterprise but also a more
fulfilling CEO experience.

The Eisenhower Matrix

One approach to time management that might be helpful to CEOs is using the Eisenhower Matrix as a
framework for time allocation (see Figure 12). This tool was developed by General Dwight D. Eisenhower,
the Allied Forces Supreme Commander during World War Il and the 34th President of the United States.
Eisenhower developed the framework to help organize his time and help discern between what was
important and what was urgent—a subtle difference that can be confused by all kinds of leaders.

Figure 12: The Eisenhower Matrix: How CEOs should think about their time

Urgent Not Urgent

DO DECIDE

Do it now Schedule a time to do it

Solve angry customer issue Mission, values, and culture
Address network down problem Financial planning
Speak with upset investors Customer prospecting
Help an employee through a crisis Team member recruiting
Major client presentations and Reading and thinking
sales opportunities

Important

Delegate
Who can do it for you?

Scheduling tasks
Organizing logistics for Q4 offsite
Dealing with sales tax compliance

Not Important

Source: Created by the case writers based on publicly available examples of the Eisenhower Matrix

This matrix consists of four quadrants that show the relationships between importance and urgency. The
first quadrant, Do, requires CEOs to address urgent and important tasks, such as an angry customer or an
employee crisis. The second quadrant, Decide, holds the most valuable activities: planning, new
customers, or team member recruiting. These are long-term, value-adding activities that will positively
impact the business. The third quadrant, Delete, includes timewasters like web surfing. The fourth and
final quadrant, Delegate, includes activities that CEOs need not attend to personally but do need to assure
the completion of.

Focusing on activities in the second quadrant—not urgent and important activities—is working on the
business like an architect. Focusing on activities in the first quadrant—urgent and important activities—is
working in the business like a plumber. The third and fourth quadrants should be avoided entirely. One
insightful student participating in the survey commented, “I think most CEOs spend their time on what'’s
urgent and not strategically important but wish they didn’t.”

18 ON THE NATURE OF CEO TiME ALLOCATION IN AN SME



Ya]c SCHOOL OF MANAGEMENT
The Eisenhower Matrix reconfigured

We propose that CEOs reconfigure the Eisenhower Matrix to create a lopsided second quadrant (see
Figure 13). This suggests that CEOs spend as much time as possible on important and not urgent activities
and avoid the rest. For us, strategy; mission, values, and culture; systems building; sales; and some people
issues are clear Quadrant Two activities where a CEQ’s time can have a great impact (think architect). We
think such a reconfiguration can prompt a reframing of time allocation to best create value for customers,
employees, and shareholders.

Figure 13: The Eisenhower Matrix reconfigured

Good time
management

Urgent Not Urgent Urgent Not Urgent

Important
Important

Not Important
Not Important

Source: based on Eisenhower matrix (blakesnow.com)®

Internal versus external activities; growth versus hygiene activities

Another way CEOs can think about time allocation is using a matrix with internal and external activities
and growth and hygiene activities (see Figure 14). Growth activities are those that result in the company
increasing revenue, EBITDA, or equity value either directly or indirectly. For example, when a CEO designs
a new sales initiative targeting a fresh customer segment, this is a growth initiative (playing offense).
Hygiene activities are maintenance or table stakes endeavors. They need to be done, but do not
necessarily move the company forward. Hygiene activities can be important despite the fact that they
might not drive incremental revenue, EBITDA, or equity value. For example, managing cash flow is a
hygiene activity: It must be done but does not necessarily create value.

Furthermore, these activities can be external facing or internal facing. External activities are those the
specifically require CEO interactions with constituencies outside the company, while internal activities
look within the company.

We encourage CEOs to attempt to allocate as much time as possible to growth-driven initiatives and resist

the temptation to get bogged down with hygiene activities. More specifically, external growth initiatives
are often uniquely valuable and best suited for the CEO as the leader and face of the organization.
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Figure 14: Internal versus external activities; growth versus hygiene activities
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D

Source: Created by the case writers

Hygiene Activities

Some additional thoughts on CEO time allocation

Being a CEO can be overwhelming and demanding. There can be days when there are constant time
demands. We encourage CEOs to periodically pause and step away from the tumultuous activities of the
business. Being a CEO is not exclusively hopscotching from one meeting to the next, it is not an endless
volley of emails, nor is it a perpetual conference call or zoom meeting. Of course, CEOs do engage in these
activities, and quite a bit. But CEOs also need to set aside time and space just to be and think. If a CEO
looks like a whirling dervish, the business controls the CEO. In his book Lead Yourself First: Inspiring
Leadership Through Solitude, Mike Erwin, a faculty member at the United States Military Academy (West
Point), documents how leaders as diverse as Dwight Eisenhower, Martin Luther King, and Pope John Paul
Il all embraced solitude—alone time—to ponder opportunities and challenges.® CEOs and other leaders
need time and space to synthesize and process endless streams of information and data—and that can
often only be done alone in stillness. One CEO shared, “I tend to leave a lot of white space on my calendar.
At least 50 percent of all my days are not booked on the calendar. This frees me up, | think, to be flexible
with problems that do come up and allows me sufficient time to really dive deep if | need to (most often
into strategy, people, or culture issues).”

We acknowledge that being an SME CEO can often feel like a full combat sport and the notion of breaking
away for a moment of solitude is a dream. But we challenge CEOs to schedule one hour a day, a week or
a quarter for reflection and deep thought—an opportunity to work on the business and focus on growth
and value-creating initiatives. Sometimes being still and thinking is the most potent form of offense a CEO
can embrace.

Microsoft founder and former CEO Bill Gates took a full week twice a year to be by himself and reflect.
This practice included eschewing computers and cell phones. This was alone time and thinking time. If
Gates could disconnect from behemoth Microsoft, SME CEOs can surely find a few hours per quarter to
pursue solitude.
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Conclusion

A big part of any CEO role is how the CEO uses their time to impact and grow the business. We hope this
note illuminates how successful SME CEOs choose to use their time. While people issues, operations,
strategy, and sales consume the most time, we hope it is in the context of working on the business and
not in the business. These activities can all be important, but not all are urgent, and understanding this
will serve the CEO and their business well. We urge CEOs to find more time to develop their company’s
mission, values, and culture—a second quadrant activity that is invaluable in the long run but easily
deferable in the moment.

Good luck in your CEO journey, and we hope you allocate your time wisely!
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Appendix A: What MBA Students Thought about SME CEO Time Allocation

In addition to surveying CEOs on their time allocation activities, we surveyed 118 Yale School of
Management MBA candidates to find out what the students thought CEOs do. We found that MBA
students generally think CEOs spend a lot of time on strategy, capital allocation, and fundraising. There
were some instances of complete alignment regarding time allotment between what MBAs thought and
what CEOs did, but more often than not, students were a bit off the mark.

For activities that take up the most time (Figure 15), MBA students accurately predicted that people
issues, operational issues, and strategy consume much of a CEQ’s time. However, the MBA students
thought raising capital took more time than the CEOs indicated and that systems building took less time.
This might be because aspiring entrepreneurs think about fundraising as a threshold and gating event
early in the entrepreneurial journey. In reality, that function attenuates with time.

Figure 15: Students versus CEOs on activities that take up the most time

These activities take up the most time

Students think
People ing, 2
o 53

Source: Created by the case writers

For activities that take up some time (Figure 16), MBA students over-emphasized capital allocation but
listed most other activities accurately.

Figure 16: Students versus CEOs on activities that take up some time
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Source: Created by the case writers

In terms of activities that barely take up any time (Figure 17), MBA students significantly underestimated
systems building. We consider systems building an important and valuable use of CEO time.
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Figure 17: Students versus CEOs on activities that take up barely any time
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The students thought people issues were the most important part of being a CEO, while the CEOs thought
activities that developed mission, values, and culture were the most important (see Figure 18). These are

closely aligned topics.

Figure 18: Students versus CEOs on the single most important part of being a CEO
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Source: Created by the case writers

Students agreed with CEOs that strategy is the most enjoyable part of being a CEO (see Figure 19).

Figure 19: Students versus CEOs on the most enjoyable part of being a CEO
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Source: Created by the case writers
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It is unanimous: Students and CEOs agree that people issues are the most challenging part of being a CEO
(see Figure 20).

Figure 20: Students versus CEOs on the most challenging part of being a CEO
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For the one thing CEOs wish they had more time for, students and CEOs agree that it is strategy and
mission, values, and culture (see Figure 21).

Figure 21: Students versus CEOs on the one thing CEOs wish they had more time for

What is the one thing you wish you had more time for as a CEO? @

CEOs say

Source: Created by the case writers

Students think being a CEO is harder and less fun than CEOs do (Figure 22). We encourage students to try
it anyhow—the fun greatly outweighs the difficulties!

Figure 22: Students versus CEOs on CEO fun and difficulty
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