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BUSINESS PRINCIPLES AND 
SUSTAINABILITY AMBITIONS 
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SGS BUSINESS PRINCIPLES 
SUCCESS IS… 
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SUSTAINABILITY AMBITIONS 2020 

*against a 2014 baseline 
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MARKET EVOLUTION AND 
OPPORTUNITIES 
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TIC MARKET EVOLUTION 
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OPPORTUNITIES 

 Mid/long term prospects in the TIC industry remain favourable 

 New market drivers 
• Stricter Environmental, Health & Safety regulations 
• New distribution channels such as e-Commerce 
• Automation, data analytics and new technologies 
• Gradual opening of the China domestic market 

– Compensating factor for current uncertainty on China growth 

 Drivers specific to SGS 
• Small presence in NAM relative to the market and competition 
• Geographic expansion and replication of services 
• New services development, e.g. SGS Art Services 

 Other market short term conditions 
• Volatility of the oil price and persistent difficulties in minerals  
• Price and volume pressure leading to margin erosion 
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REALIGN SGS STRATEGIC FOCUS 
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REALIGN STRATEGIC FOCUS 

 Management team 
 Business lines 
 Strategic initiatives 
 Regions  
 Dashboard 
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REALIGN SGS STRATEGIC FOCUS 

NEW MANAGEMENT TEAM 
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NEW OPERATIONS COUNCIL 
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THE MANAGEMENT TEAM 

 Experienced and multi-cultural team 
• 23 members 
• 13 nationalities covering all continents  

 New OC* members 
• Kimmo Fuller, COO North America 

– American, formerly MD SGS US 
• Derick Govender, EVP Minerals Services 

– South African, formerly Director Minerals Services SGS Chile 
• Richard Shentu, EVP Consumer & Retail Services 

– Chinese, formerly MD SGS China 
 Other non-OC senior positions 

• Anthony Hall, Innovation (formerly COO SEAP) 
• New CIO joining on 1 December 2015 

* Operations Council 
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REALIGN SGS STRATEGIC FOCUS 

BUSINESS LINES 
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REALIGN BUSINESS LINES STRUCTURE 
AGRICULTURE, FOOD & LIFE (AFL) 

 Growth: Increasing concerns from consumers and 
regulations (Food safety/security, toxins, allergens, supplements) 

 Portfolio diversification: rising production cost and scarcity 
of natural resources 

 SGS is one of the largest Agri-Food service providers 
• Services across several business lines with optimisation 

opportunities 
• Market growth potential at high single digit 
• Complete solution to the supply chain 

 Life focused on development of Laboratory Services 
• Core skills and synergy with Agriculture and Food activities 

Revenue  
CHF 875 Mio 
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REALIGN BUSINESS LINES STRUCTURE 
 CONSUMER & RETAIL SERVICES (CRS) 

 Refocus on “traditional” Softlines, Hardlines, Electrical & 
Electronics and Cosmetics, Personal Care & Household 
products (major profit contributor) 

 Strong growth in technology  
• Internet of Things (IoT), Industry 4.0 
• Evolving technology and regulations 

 Softlines and Hardgoods (mid term growth potentials) 
• New distribution channels 

Revenue  
CHF 825 Mio 
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REALIGN BUSINESS LINES STRUCTURE 
TRANSPORTATION (TRP) 

 Targeted sectors – Aerospace, Automotive, Marine, Rail 
 Large sector with double digit growth potential (Regulation, 

advanced technologies) 
 Leverage SGS expertise and network structure 

Revenue  
CHF 450 Mio 
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REALIGN BUSINESS LINES STRUCTURE: 
CERTIFICATION & BUSINESS ENHANCEMENT (CBE) 

 Expand service portfolio to become a solution provider 
(Moving away from compliance certification only) 

 Utilise SGS expertise to provide integrated solutions  
• Management systems and performance assessments 
• Learning solutions – SGS Academy  
• Technical support solutions 
• Supply chain verification  
• Management solutions  

Revenue  
CHF 300 Mio 
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REALIGN SGS STRATEGIC FOCUS 

STRATEGIC INITIATIVES 
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STRATEGIC INITIATIVES: TIC 4.0 

 SGS automation, digitalisation and data analytics strategic 
initiative is named TIC 4.0 (In reference to Industry 4.0) 

 Customers require use of data from different sources to 
make better decisions 
• Optimize supply chain efficiency and size, production processes, 

product quality, quicker recall process and enhance control 
• Allow predictive analysis 

 SGS generates large amount of data through its testing, 
inspection and auditing services. It can be used: 
• Data can be used as backbone for Traceability, Tracking, 

Predictive Maintenance and other services 
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STRATEGIC INITIATIVES: TIC 4.0 

 Digitalisation of SGS services (for example usage of sensor 
technology) provide opportunities to use data analytics as 
core value proposition 

 New IT tools currently being deployed will help SGS to 
better structure its databases across the network 

 Partnerships with selected technology providers allow SGS 
to use data thus enhance services and broaden scope 

 The traditional 3 Vs of Big Data 
• Volume, Velocity and Variety 
• SGS adds the 4th one: Veracity 
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STRATEGIC INITIATIVES: TIC 4.0 
SGS AND BIG DATA - STRATEGIC FIT 
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STRATEGIC INITIATIVES: E-COMMERCE 

 Fast growing distribution channel with weak penetration 
• Less than CHF 20 Mio revenue directly related to e-Commerce portals 

– Main clients are Chinese portals (e.g. Made-In-China, Alibaba) 
– Traditional services such as supplier audits and inspection 

• Initial effort focused on consumer goods sector 

 Regulations change will put more pressure on portals 
• More accountability on products sold on their sites 
• Chinese Government alleged that 70% of products traded on some 

portals could be fake or sub-standard 

 Migrate from B2B to potentially B2C 
• As B2C transactions increase in e-Commerce portals, how to ensure 

product quality when portal is not the “retailer/distributor” 
• Shift quality driver to consumer 



STRATEGIC INITIATIVES: E-COMMERCE 
ALIBABA SUPPLIER ASSESSMENT  
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REALIGN SGS STRATEGIC FOCUS 

REGIONS 



26 © SGS SA 2015 ALL RIGHTS RESERVED – SGS INVESTOR DAYS – 29 – 30 OCTOBER 2015 

REALIGN REGIONS FOCUS 

 Optimise regional structure from 10 to 8 
• Faster decision making 
• Better strategic alignment and synergy 

– Merge Northern & Central Europe with Southern Central Europe 
(done) 

– Integrated Central America with South America (done) 
– Merge 3 Asian regions down to 2 (end 2016) 

 Increase footprint in NAM and China 
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NAM - EXPAND FOOTPRINT  

 Limited footprint compared to market size and competition 
• USA: key focus 
• Mexico: strong growth potentials 

 Diversification as a key approach (OGC, MIN and IND account 
for over 70% of NAM revenue) 

 Strategic position in NAM helps to drive growth overseas 
• Especially related to strategic accounts and international projects 

 Acquisitions will be a key element in the expansion strategy 

NAM 

153 locations 

104 laboratories 

8,000 employees 

2020: +>50% Rev. 
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CHINA - STILL MANY OPPORTUNITIES 

 A CHF 15 Bn* domestic TIC market (2/3rd of it is untapped) 

 Shift from export to local market 
• Represents 40% of SGS China revenue 
• Strong growth in Industrial, Food and Transportation (Auto, Rail) 

 Consumer products have faster growth in high value goods 
• South & West China switching to telecom and electronic goods 
• North China & inland provinces focus on Softlines and Hardgoods 

 Acquisitions to help acquiring relevant licenses and 
positioning for future market deregulation 

* AQSIQ estimate, General Administration of Quality Supervision, Inspection and Quarantine 

CHINA 

110 locations 

125 laboratories 

13,000 employees 

2020: +>50% Rev. 
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REALIGN SGS STRATEGIC FOCUS 

DASHBOARD 
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DASHBOARD:  
CRITERIA FOR BUSINESS PERFORMANCES 

 Structured dashboard to assess business portfolio  
(More than 50 sub-business segments such as Softlines, Hardlines, 
E&E, CPCH in Consumer Goods and Retail) 

 Dashboard based on growth, margin, cash flow and strategic 
significance 

 3 categories 
• Fast Profitable Growth 
• Stable Growth 
• New Growth 

 On-going success monitoring 
• Sub-business segment not meeting criteria should be disposed 
• Review to be done each semester 
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DASHBOARD:  
CRITERIA FOR BUSINESS PERFORMANCES 

 Positive cash flow and strategic significance are pre-requisites to stay in the portfolio 
 Max 18 months before executing full/partial disposals or shutdowns in the Stable Growth category 
 Maximum 3-year incubation in the New Growth category before entering the Fast Profitable Growth 

category or executing full/partial disposals 



32 © SGS SA 2015 ALL RIGHTS RESERVED – SGS INVESTOR DAYS – 29 – 30 OCTOBER 2015 

DASHBOARD:  
CRITERIA FOR BUSINESS PERFORMANCES 
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FINANCE 

FINANCIAL FRAMEWORK 

TRANSFORMING INITIATIVES TO ENHANCE PROFITABILITY AND CASH 

CAPITAL ALLOCATION PRIORITIES 
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WHAT HAS SGS ACHIEVED IN 2015 ? 
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FINANCIAL FRAMEWORK  

MONITOR GROUP PERFORMANCE AND ALIGN INTERESTS WITH SHAREHOLDERS 
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FINANCIAL FRAMEWORK 
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FINANCIAL FRAMEWORK 
REVENUE AND ADJ. OPERATING INCOME 
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FINANCIAL FRAMEWORK 
CASH CONVERSION AND ROIC 

 
1. Core operating cash flow / Adjusted EBITDA 
2. Definition: (Net Income / (Non current assets + Net Working Capital)) 
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REINFORCE ALIGNMENT OF INTERESTS 

1. Performance Share Units 
2. Restricted Share Units 

SHAREHOLDING 
OWNERSHIP 
GUIDELINES 

 Applicable to Operations Council members effective 2015 
 Required level of 3 times Annual Base Salary for the CEO 
 Required level of 2 times Annual Base Salary for the OC members 
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TRANSFORMING INITIATIVES TO ENHANCE 
PROFITABILITY AND CASH GENERATION  
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GLOBAL BUSINESS SERVICES 

MARGIN IMPROVEMENT THROUGH TRANSFORMATION  
OF THE SUPPORT FUNCTIONS 
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SIMPLIFY, STREAMLINE AND OPTIMIZE 
SUPPORT FUNCTIONS 



43 © SGS SA 2015 ALL RIGHTS RESERVED – SGS INVESTOR DAYS – 29 – 30 OCTOBER 2015 

2015 BENCHMARKING STUDIES ON SUPPORT  
FUNCTIONS WITH EXTERNAL PARTNER 
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3 MACRO-REGIONAL SHARED SERVICES 

China, Middle East, Africa will be dealt with separately 
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SGS EXPERIENCE IN GLOBAL BUSINESS  
SERVICES 

GOVERNMENTS & INSTITUTIONS 
 Start centralization of specific GIS 

back office functions globally in Asia 
 >10% of GIS Global workforce 

DEPLOY GLOBAL STRATEGY  

 Global, Multi-stream 

 One Project & one Operations model 

2000 2013 2014 2016 2015 

START SSC CENTRALIZATION IN EUROPE 

 Start centralization of specific SSC back 
office functions for Europe 

  ∼ 7% of European SSC workforce 
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DEPLOY GLOBAL BUSINESS SERVICES  
STRATEGY 
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FOCUSED PROGRAM TO REDUCE COST 
BASE 

1. Focusing on Europe and Asia in the first wave 
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PROCUREMENT 

MARGIN IMPROVEMENT THROUGH SIGNIFICANT PROCUREMENT SAVINGS 
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ENHANCING VALUE THROUGH PROCUREMENT 
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SAVINGS 2015-2017: CHF180 MIO 
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WORKING CAPITAL  
 
ACHIEVE BEST-IN-CLASS PERFORMANCE  
IN THE TIC INDUSTRY 
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WHAT HAS SGS ACHIEVED SINCE  
JANUARY 2015 ? 
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WHY IS THE NWC IMPROVEMENT 
SUSTAINABLE ?  
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 WHAT ARE THE NEXT STEPS IN THE NWC  
IMPROVEMENT PROCESS? 
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CAPITAL ALLOCATION PRIORITIES 

MAINTAIN A BALANCED CASH EQUATION 
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CAPITAL ALLOCATION PRIORITIES 
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CAPITAL ALLOCATION PRIORITIES 
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TECHNOLOGY-DRIVEN PARTNERSHIPS 

 
1. Radio Frequency Identification (RFID) is the wireless use of electromagnetic fields to transfer 

data, for the purposes of automatically identifying and tracking tags attached to objects. 
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KEY ACQUISITION CRITERIA 
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ACQUISITION CASE STUDIES 
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CAPITAL ALLOCATION PRIORITIES 

 
1. Dividend per share including ordinary and special dividends 
2. Payout ratio: Dividend per share / Basic earnings per share 
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WELL BALANCED CASH EQUATION 

1. Net Capex 
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WELL BALANCED CASH EQUATION 
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STRATEGIC DIRECTION 
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SUMMARY STRATEGY 
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2015 AND 2016 GUIDANCE 

 Guidance 2015 – Management confirms 
• H2 organic growth in line with H1 
• Stable margin compared to prior year 
• Solid cash flow generation 

 

 Guidance 2016 
• Organic growth in the range of 2.5% to 3.5% 
• Stable margin compared to prior year 
• Solid cash flow generation 

Constant currency 
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OUTLOOK 2016 - 2020 

 Mid single digit organic growth on average with 
improvement over the period supported by the new focused 
structure and new strategic initiatives 

 Accelerating M&A activities with acquired revenue over the 
period in the range of CHF 1 billion 

 Adjusted Operating Income Margin of at least 18% by end 
of the period supported by the new focused structure, new 
strategic and efficiency improvement initiatives 

 Strong cash conversion 
 Solid returns on invested capital 

Constant currency 
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