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A new magic
formula
How our top
companies invest

Invest wisely or suffer
the consequences
By Thomas D. Meyer and Marco Huwiler, former and current Country Managing Directors,
Accenture Switzerland

Altitude sickness: Thin air for the Swiss economy—that was the title
of our Top500 study last year. The findings in that report were clear:
Ten years after the financial crisis, the Swiss economy had weathered
the storm and was operating with greater efficiency and lower costs.
However, there were serious doubts about whether Switzerland’s
rebound would translate into sustainable growth for the country—
and also for the Top500 companies, which use growth as a benchmark
for success.
An obvious question emerged for this year’s
Top500 study: Is there a hidden formula that
particularly successful companies apply to rise
above the average? A kind of secret recipe that
sparks entrepreneurial energies and ensures a
sustainable future?
This magic formula does indeed exist. The facts
and figures we gathered and analyzed from the
pool of Top500 companies clearly demonstrate
that companies that invest more actively, more
strategically and more quickly than others to pursue
their vision of the future are already winners today.
They are not last year’s Growth Champions (GCH)
for nothing. And thanks to their investment mastery,
they will be able to maintain their top positions in
the near future.
That is the cure to last year’s “altitude sickness”
diagnosis. Our analysis suggests that the investment
strategies of the Growth Champions can serve as a
roadmap for companies that have not yet reached
this level of maturity, but are on the right track.
Instead of distributing dividends, it’s important to
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put cash into innovation and intelligently balance
investments between the traditional core business
and a new, future-oriented business. In this regard,
the most successful of the Growth Champions set
a shining example. However, this study is more than
a self-congratulatory reflection. It demonstrates how
a Swiss economy on the brink of losing its vitality
can be revived. The investment behavior of the best
companies in the country ultimately reflects on
everything. On competitors wanting to shorten the
distance to the top. And on politicians, who know
that regulatory stability on all levels can stimulate the
investment behavior of companies in a positive way.
Yet potential stumbling blocks lie ahead—in our
country’s relationship with the EU and the United
States, for example. Or in the referendum activities
and initiatives borne out of economic criticism
or hostility in the country. Or, finally, in the need
for companies to augment investment activity
with programs designed to prepare workforces
and workflows for the future needs of the digital
world. For a resource-poor economy, this is vitally
important.

A question of
survival
Companies have to make investments. It is the only way to secure
the future. But where does the future lie? In the core business?
In highly hyped and essential new business models? In a combination
of the two? Where should the flow of Swiss Francs be directed for
investment? Managers have tricky decisions to make.

Top managers face some of their most challenging
hours when articulating a vision for the next five,
10 or 20 years. However, that future starts in the
present. Today. That’s because it is today that
decisions will be made about the amount, direction
and speed with which investments will be made. It
takes courage for managers to demand investment
decisions, the effects of which may not begin until
after their own tenure.

4

Such decisions are always made in a fog of
uncertainty. Many people believe it is impossible
to develop a five-year plan. But what if there were
tools that could help identify successful investment
strategies? What if it was possible to select a
winning strategy from the sample of the Top500?
What if we could distill from the behaviors of the
Swiss Growth Champions a universally valid formula
for future-oriented investment activities? Such a
formula actually does exist.

Obviously, it is complicated

Locally and globally, there
is a feeling of uncertainty
regarding the immediate future.

The world and
its economy are
not in good shape.
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At present, three
megatrends are
dampening the
economic mood.

1. LOW GROWTH
Macroeconomic data shows low growth rates on a
global level. In China, after years of weak economic
growth, a further slowdown is expected for 2020.
According to estimates by the OECD, growth will
fall below 6 %, which will have a negative effect on
other Asian economies as well. In the United States,
a similar picture is emerging. Forecasts foresee
growth of just 2 %. Growth Domestic Product (GDP)
in the Eurozone, meanwhile, is expected to grow
by just 1 %. According to OECD estimates from
November 2019, global growth rates will remain at
about 3 % next year, due to the expected growth
rates in emerging countries like India and Brazil.
2. GLOBAL RISKS
Additional risks for the global economy arise from
the ongoing trade war between America and China,
the very real possibility of Great Britain leaving
the EU under chaotic circumstances, the unresolved
relationship between Switzerland and the EU,
and the increasing geopolitical tensions in the
Middle East.
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3. SUSCEPTIBILITY TO GLOBAL ILLNESS
For Swiss companies—large ones as well as SMEs—
the world is the market. If the global economy
stalls, so will Switzerland’s growth. It’s likely that
the world’s GDP will maintain a modest growth rate
of 1.5 % in 2020. Export volumes, especially from
the mechanical engineering, electrical and metal
industries, as well as watches and services, are not
growing. Companies that depend directly on the
automotive industry are even slipping backwards.
According to the economic forecast 2019/2020
by the KOF Swiss Economic Institute, the only
exception to this trend of export stagnation can
be found in the less sensitive and highly innovative
pharmaceutical industry.

Lost momentum
Murky growth prospects don’t generally stimulate corporate
investment activities. This is particularly evident when even the
most successful companies in the industries, the so-called Growth
Champions (GCH), are generating lower margins across the board.
In 2018, high demand had a positive influence on investments. In
2019, however, the investment momentum largely faded, according to
surveys by the KOF Swiss Economic Institute. This was most noticeable
for investments in equipment, factories and building activities. It is
expected that expenditures in research and development (R&D) will
also remain lower than in the previous year.
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What now?

Over the past year, in the context of the “digitization hype” that only few dared to
examine critically, the main drivers for investment activities were the technological
developments that sparked a beneficial interest rate environment. Accenture’s
Disruptability Index shows that Swiss industries are generally more exposed to
disruption than their global competitors.
Why? Given the small size of the domestic market, Switzerland’s large companies and
SMEs are, by definition, international players. And on that stage, competitive pressure is
huge. Additionally, banks and insurance companies are heavily regulated on a national
level. This dampens innovation. Hence, any pressure or incentive to innovate tends to
come from outside the country—or not at all.
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Figure 1: Switzerland vs. global average1 industry sector matrix—2018 results
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Chemicals

Insight I
Growth Champions have always been the main growth
drivers for the Swiss economy:
· The revenue of the Growth Champions (excluding banks
and insurance companies) have been growing five times
faster than their industry competitors since 2014.
· In banking, the assets under management increased
for the Growth Champions. So did the gross premiums
for Growth Champion insurance companies. Industry
competitors saw declines in both areas.
· In terms of performance, the Growth Champions also
clearly beat their competitors.

72 percent of the Growth Champions are from industries less
affected by or less exposed to disruption. These industries
include consumer goods, pharmaceutical, and machine tools
and industrial equipment.
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Figure 2: Trends from this year’s Top500 analysis
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SOURCES: ACCENTURE RESEARCH ANALYSIS ON HANDELSZEITUNG DATA; S&P CAPITAL IQ AND ANNUAL REPORTS
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Insight II
The most intense investment activities also come from
the Growth Champions:
It is natural that companies operating in a market
environment characterized by uncertainty are careful
when it comes to investments. There are those who
prefer to hoard money as a protective shield against
volatile markets. It seems that amassing billions in cash
has become a good business for insurance companies.
The cleverest ones invest in opportunities for future growth.
At the front of the line are the Growth Champions. They
invest more than other Swiss or foreign companies in
Switzerland.
The Growth Champions in Switzerland are also investment
champions. Their investment rate in 2018 was:

1.4 times higher than other Swiss companies
1.2 times higher than foreign companies in Switzerland
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Figure 3: Investment trends (CAPEX + F&E)
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Not an openand-shut case
Investment success depends on two things:
· Being able to generate (or gain access to) liquidity
· Deciding on the focus and speed of investments
Sources of capital necessary for future investments
may dry up. That can happen, for example, when
disruption suddenly or gradually destroys the
traditional core business. Or if the core business
weakens to the point that there are no funds
available to invest in a new and sustainable
business.
Investment-related decision-making is fraught with
feelings of uncertainty. The need to make decisions
is always a given. But what are the priorities upon
which investment decisions should be based?
Should cash infusions mainly be used to revitalize
the core business?
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Or should cash be infused into a new business area
because that’s where the future lies? There’s no
crystal ball to see what the future holds. Decisions
concerning the right balance between both
extremes must be made in the here and now, and
by a human hand.
To lend more certainty to the decision-making
process, Accenture Research developed an
approach to assess the investment strategies of
successful companies.

In the formula shown below, the investment capacity
is an index. This index is a function of three factors:
40 % of it is represented by surplus liquidity (“cash
in the bank”) divided by the company’s revenues;
another 40 % is comprised of cash flow from
operations divided by the company’s revenues; and
the remaining 20 % is represented by the amount of
funding a company generates in a given time period,
used to finance its business (e.g. cash, common or
preferred stocks, property, issuance and repayment
of debt) divided by the company’s invested capital.

To assess the direction, we use an index that gives
equal weight to the direction of the investments (i.e.
core business or new business) and the volume of
those investments. The assessment of the direction
of investments is further broken down into three
equally weighted components:
•
•
•

We define the investment velocity as an index too,
as a function of two factors: 50% of it is comprised
of the investment direction (how investments are
split between the core business and new business),
and 50 % is represented by the investment rate
(how quickly they are triggered in comparison to
competitors).

Investment
capacity
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Relative growth of investments in research
& development (R&D)
Relative growth of investments in marketing
& sales
Relative growth of investments in non-tangible
assets

To assess the investment rate, we measure three
dimensions, equally weighted: the growth of R&D;
capital expenditures; and the intangible assets, PP&E
and Goodwill—each in comparison to competitors.

Investment
velocity

Investment
intensity

What the formula reveals

The Swiss Growth Champions have had the financial
firepower to make investments for years. In relation
to their sales, they have higher cash reserves and
a higher level of operating cash flows available to

them than their Swiss and foreign competitors.
They also invest more in R&D than their national
and international competitors.

Figure 4: Investment capacity
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Figure 5: Investment direction
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However, the figures also reveal that when it comes
to goodwill and intangible assets (which are more
prevalent in the new business rather than in the core

business), the Growth Champions fall behind their
international competitors and, to a lesser degree,
their national competitors.

Figure 6: Investment direction
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This suggests that when they make their investment
decisions, the Growth Champions prefer tangible
assets and don’t have as much courage to develop
new and possibly more exciting business areas.
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Global

Swiss GCH
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Altogether, this is evidence of heightened risk
aversion and, quite possibly, a stronger tendency
to engage in merger and acquisition activities that
bolster the traditional core business.

Investment
strategies:
four archetypes
Our analysis of the different investment strategies revealed
investment personalities, or archetypes.
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1. RESERVED
Acts hesitantly, despite having enough cash in the
till. This archetype tends to focus on only one thing:
maintaining the core business as it is. The question
to be answered is “which new markets can be
conquered to strengthen the old business?”

3. DETERMINED
Engages in aggressive investment behavior—and
can afford to do so, thanks to its large cash holdings.
The determined one achieves its target: a higher
growth rate than its direct competitors. The great
challenge for this archetype is determining whether
and how to set up a new business quickly.

2. RESTRAINED
Behaves extremely carefully and must look for
new sources of capital to be able to invest at all.
Achieving the financial wherewithal to invest
requires reimagining the core business. New
business areas that might offer opportunities
for growth barely come to mind.

4. COMPELLED
Pursues an aggressive investment strategy.
However, financial opportunities to invest in future
growth are limited. The main question for this
archetype is whether and to what extent alternative
sources of capital can be secured to overcome its
cash deficit.

Figure 7: Examination of investment capacity and velocity

Investment capacity
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19

RESERVED

DETERMINED

Investment focused on core business only,
but with investment capacity to explore future
opportunities

Balanced investment strategy directed at
expanding today‘s and tomorrow‘s businesses,
with continuing investment capacity

RESTRAINED

COMPELLED

Investment focused on today‘s business only,
with limited investment capacity to experiment
in future businesses

Balanced investment strategy directed at
today‘s and tomorrow‘s businesses, but weaker
investment capacity

Investment velocity

High

Tell me which investment archetype you are –
and I’ll tell you whether you have what it takes
to become a Growth Champion!
One thing seems clear. Growth Champions can
mainly be found among the determined archetypes.
They know what they are doing and how to invest.
They invest boldly and pursue a balanced investment
strategy between the existing core business and
future new business. 67 % of the Swiss Growth
Champions exhibit these characteristics.
When looking across a five-year period, things
become even clearer. The share of the Growth
Champions that are represented by the determined
investment archetype increased by 11 % from 2013
to 2018.

During this period, Growth Champions have
increasingly adopted a Determined investment
strategy. Most of this change is attributed to a shift
in Reserved investment strategy (from 39% to 17%).
This shift suggests that strategies focused on investing
in new business areas were largely successful.
National competitors are moving in the opposite
direction. Among this cohort, the number of
determined companies decreased during the
five-year period, while the share of the compelled
ones increased by 4 %. Overall, the national
peers seem to have regressed during the 2013
to 2018 period.

Only 31 % of national competitors pursue an investment strategy
with similar determination as the Growth Champions. Among the
global competitors, 40 % belong to the determined archetype group.

Figure 8: Concentration of companies in the Pivot Intensity Quadrants, 2018
Number of companies in a quadrant/total number of companies
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SOURCES: ACCENTURE RESEARCH; WISE PIVOT DIAGNOSTIC, 2019; S&P CAPITAL IQ
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High

Move to the determined archetype
to grab growth opportunities!

Of the 18 Growth Champion companies we
examined, 12 exhibit characteristics of the
determined archetype. Five years ago, only
about half of them did.

Figure 9: Composition by investment strategy
Growth champions vs. peers
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But still, there
are different paths
to happiness
Four examples:
1.
Givaudan, the world’s biggest flavor and fragrance
manufacturer from Western Switzerland, steadily
expanded beyond its traditional core business,
courageously acted to transform digitally,
consistently pursued collaborations with innovative
partners and startups, and implemented technological
systems to understand new customer needs. This
makes Givaudan the poster child of the determined
investment archetype.
2.
The Interroll Group, from the Canton of Ticino,
which is engaged in the manufacture and
automation of material-handling equipment,
recognized early on that digitization would pave
the way to integrated solutions. It takes advantage
of opportunities to not only reduce costs, but also
create new, integrated service solutions that open
up previously unexploited sources of income.
Additionally, through its ongoing investments
in employee training and the establishment of a
global network of partners, the company strives
to grow further and expand in new niche markets.
This makes Interroll an example of the compelled
investment archetype.
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3.
Schindler, the elevator and escalator manufacturer
from Central Switzerland, is primarily focused on its
traditional business. It has expanded its product and
service portfolio and integrated analytics, sensors
and smart algorithms into its products, which, in
turn, allow customers to gain personalized access
to lifts or optimize their use and maintenance. The
company increasingly invests in digital tools for
customer retention. The intention behind these
innovative initiatives is to open up new sources
of income and new markets. The scaling of these
innovations is yet to come. Through its actions,
Schindler represents the reserved investment
archetype.
4.
Bossard Holding—a fastener technology and
logistics company based in Zug—experiences
perpetual margin erosion because its traditional
business is quickly becoming commoditized.
To counteract this development, the company
increasingly relies on digital solutions to drive
customer retention and enable interactive
exchanges with its customers. There are other ways
Bossard could stop its slide into commoditization.
It could, for example, develop smart screws,
digitally optimize its flow of goods, or use big data
in innovative ways. Instead, the company focuses
mainly on strengthening its traditional strategic
positioning by, for example, acquiring a German
manufacturer of fastener components. This makes
Bossard an example of the restrained investment
archetype.

Schindler and Bossard too, while currently emblematic of the
reserved and restrained archetypes, are well on their way to
becoming determined.
More than that: Continuous innovation comes from a combination
of defensive and offensive strategies.
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These are the three
steps to success
of the Growth
Champions:
1. IMPLEMENT DEFENSIVE INVESTMENT
STRATEGIES
Quickly reform the old core business. Make it
more efficient—especially when facing significant
margin pressures. Implement new technologies.
These actions will strengthen your company’s
investment capacity.
2. IMPLEMENT OFFENSIVE STRATEGIES
Develop and strengthen your investment
capabilities. Push the boundaries of your business
and open up new sources of income by, for example,
augmenting the core business with new business
models and developing higher-margin services.
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3. INVEST
• in revitalizing existing talents and skills: Your
sales force needn’t sell only products; they can
sell related services as well.
•

in your customers’ digital identities: Ensure
nonstop interactions with customers to
continually understand their needs and create
better experiences for them.

•

in partnerships: Plug into existing ecosystems to
expand your innovative and commercial circles.
In this way, you can shift from a traditional
business approach to a digitally integrated
business model.

What’s next?
This is what it’s about now:

•

The existing operating model needs to
support new business areas by, for example,
scaling pilots.

•

The management team must be consistently
evaluated on the results delivered by the new
business areas. A key performance indicator
(KPI) framework can help ensure the right
measures are in place.

•

The same applies to the existing IT
organization. An open, modular, cloudbased and agile IT architecture is necessary
to quickly initiate and scale investments.

•

Collaboration across all departments within
the company needs to become a catalyst
for efficient and sustainable innovation.
New operating units, comprising resources
from different departments, may have to be
created as well.

•

The entire workforce has to realign and
adapt. New skills are needed to correctly
establish and implement investment
priorities. The required skills have to be set
up internally or acquired from outside the
business.

1. Fully unlocking the value and benefits of the
selected investment strategy in the long term.
2. Implementing this strategy in different
markets and segments and scaling and
capitalizing on the most promising business
opportunities. This is how investments in
innovation become the driver for sustainable
growth and profitability.
3. Accepting that there is no alternative.
Without a well-reasoned investment strategy,
investments will turn out to be just costs
without positive results. They will actually
reduce margins in the existing business instead
of providing a platform from which to generate
higher revenues at reduced costs.
4. Ensuring the company’s existing organization
adapts to the new requirements of the selected
investment strategy. That means:
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About the study

GROWTH CHAMPIONS ANALYSIS
To identify Switzerland’s growth champions we
studied the main financial performance indicators
(KPIs) of 850 of the largest Swiss companies,
as indicated in the Top500 list compiled by
Handelszeitung (270 firms from the banking and
insurance sectors; 580 represent other segments
of the Swiss economy). We considered firms as
potential growth champions if (i) their top-line and
net profits were available for the years 2014 to 2018,
and (ii) if they were headquartered in Switzerland.
Real estate companies were not included due to
their high volatility of results.
Firms’ top line was measured as total assets for
banks, gross written premiums for insurance
companies, and revenues for all other companies.
Firms were identified as growth champions if in
the period 2014–2018 their top-line’s compound
annual growth rate (CAGR) and net profit margin
were (a) positive, (b) higher than companies of
similar size, and (c) higher than the weighted
average of their sector.
This methodology slightly differs from the one we
used in the last editions of the study. To take into
account the effect of companies’ size on top-line
and net profits growth, companies were no longer
compared to the total sample, but rather compared
to companies of similar size (i.e., companies in the
same cross-sector quartile). Moreover, to consider
the effects of different business models, banking
and insurance players have been segmented into
different sub-sectors. Banks were classified as
wholesale and commercial banks, regional banks,
cantonal banks, private banks and foreign banks.
Insurance companies were divided into health
insurers and others.
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INVESTMENT DIAGNOSTIC
Accenture Research has developed a proprietary
diagnostic tool to better understand a company’s
investment strategy. The diagnostic assesses
a company’s investment capacity and velocity.
Investment capacity is a function of liquidity (“cash
in the bank”), cash replenishment capability (“cash
flow from operations”) and access to financing
(“cash from investors”, debt or equity). To asses
investment capacity, we combine these three
factors to determine an index score using the
following weightings: Liquidity: Cash / Revenue
(40 %); Cash replenishment: Operating Cash
Flow / Revenue (40 %); Access to Financing:
Cash from financing / Invested Capital (20 %).
To asses investment velocity, we determine an
index score (using the following weightings:
Investment direction (50 %) and investment rate
(50 %)). Investment direction measure: increasing
share of R&D in (R&D + Capital Expenditures),
increasing share of Marketing & Sales in Operational
Expenditures and increasing share of Intangibles
in (Tangibles + Intangibles) with equal weights
(33.33 %). Investment rate measure: increase of
R&D, CAPEX, and the sum of Intangibles, PP&E and
Goodwill, each in comparison to competitors using
equal weights (33.33 %) for each measure.
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