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CUSTOMER FOCUS AND CORE COMPETENCIES ARE
CRITICAL TRAITS IN NEW ECONOMIC (IMPACT)

Critical traits in new economy

Khandwalla P. N. claims that companies that focusdelivering
value added to their customers and nurturing ttaie competencies, will
have a clear advantage in the current economiveeggsee: Tselani, 2003,
pp. 1-4]. A willingness to invest in essential IAfrastructure to achieve
greater alignment with strategic corporate objestialso appears critical,
according to a recent survey created by BetterMamagt, the foremost
international online resource for business managenméormation. “The
great value of this survey is that it reminds besses of the essential charac-
teristics needed to take advantage of the econgpticn,” said Dr. Dominic
Swords and Professor Bill Weinstein, both direcadrthe Henley Centre for
Value Improvement at Henley Management Colleges Bhidy was con-
ducted online in August 2003 to provide a curreahagement perspective.
The findings and interpretation were first preserite attendees at the Bet-
terManagement LIVE Business Conference 2003 in \legas, USA. A
total of 350 decision makers from 33 countriesigpsted in the survey. A
broad range of industries was represented, spasnadj to large organiza-
tions. After two years of recession resulting irdegpread staff reductions,
shifting initiatives, IT budget cuts, and contingoanticipation of recovery
followed by weak indicators, respondents were asikgutovide opinions on
their organizational readiness to deal with thengivay priorities resulting
from an upturn [Khandwalla, 1993].

Dr. Swords and Professor Weinstein with Henley €efdr Value
Improvement (UK) noted that companies focusing ogparing for the
economic upturn, share many of the following gehemaracteristics:

1. Concentrating on improving their ability to delivealue added to
their customers.

2. Attending to core skills and competencies, instefadimply cutting
back. Focusing on core markets and core customers.
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3. ,Smartening up” business processes, and using Idr¢ate a more
flexible and responsive company. This concern foed under sup-
ply chain issues, where joint venturing is mentthne

4. Making IT a priority and making certain that ITakgned effectively
with business strategy. Many still perceive IT istveent as a route
to cost cutting, rather than a strategy for gemagagrowth.

5. Preparing for growth through marketing researchthvan eye to-
wards entering new markets. There is a real semsa@ such enter-
prises that they want to be keyed up when theirsgagun is fired for
"go for growth". This is not about retrenchmentt the need to keep
the pipeline for new markets flowing.

6. Exploring opportunities for partners, including samnterprises out
to buy companies selectively, especially as they becheap now.
Building networks is perceived as a relatively ipemsive way to
build critical mass without risking investment téer ahead of the
growth curve. It is probable that smaller firms aesking expansion
by these means.

7. Keeping and perhaps recruiting key personnel agdbeired plat-
form for successful growth responses.

Dr. Swords and Professor Weinstein emphasize lileaetare the
very positive and generic signs of businesseswisit to be poised to
take advantage of the economic upturn. This is themaf leadership and
corporate mentality, and is not confined to, or enmrarked in, businesses
of one product type or sector, or relative sizeationality.

Impact
The Impact of Change

Written comments by managers who took the survegest that
organizations feel vulnerable to traditional conipes in the areas of
price competition, attracting and retaining staffeed to market and in-
novation. Additional pressures will come from newrket entrants and a
struggle for talented resources. Organizationspglieon the posture they
have taken during the current economic downturst duer half (55%)
indicate that they have taken a defensive postuhde the other 45%
believe they are in an offensive mode. Company d@es not seem to
have a bearing on the position taken by the comphmyng economic
trials. Among those who have adopted a defensigtup®, one-third be-
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lieve their organizations will be somewhat slownioving to an actively
expansionary position. Just under half (48%) replogir organizations
will be swift in re-posturing. Again, smaller commes seem to have an
edge on the larger companies, with more comparii@é® or fewer em-
ployees indicating they will be able to move quyckbome of the issues
surrounding a slower response to expansion inatedgorate inertia and
the time it takes to get geared back up. This eslahgain, to corporate
size, as smaller companies seem to be more nimitle fewer employ-
ees and resources to realign. Some companies ladlltake a “wait and
see” approach to be sure that the economy is trulgecovery mode.
Companies that are swift on the rebound cite gdadrning as the foun-
dation of their agility. The overall impact is nb&at markets are about to
rebound in cyclical predictability, but that marleetvantage may be pass-
ing to those who have already invested wisely tesgiaally aligning IT
infrastructure, human capital management, andnfiatkimization of sup-
ply chain relationships. One respondent claimsna@démental and perma-
nent economic change has occurred. “I think a peemt structural
change is happening to the U.S. economy [KanteinSlick, 1992]. You
don't permanently lose 3 million jobs with no camsence”.

The Impact on Resources

Once the economy turns around, many companies yaavglan
to add new staff and upgrade IT, in that order [)K&l®99]. Staff and IT
projects were casualties of the latest economiesson for many of the
survey respondents. More than half (54%) of the gaomes reported hav-
ing experienced reductions in staff due to theantreconomy. An even
greater percentage (59%) delayed or cancelled pErditures (although
cancellations were only reported by 1% of the syrparticipants). A
significant number, (70%), were concerned aboutntpsexperienced
people to competitors as the recovery gains momenfb% very con-
cerned. Several respondents cited these criticallecttyes [Jennings,
Faratin, Johnson, Norman, O’Brien, Wiegand, 1996]:

1. ,The biggest issue is that we might lose profesdistaff during the
recovery because there would be more lucrativetipasielsewhere”.

2. ,We will not be able to get the quality or quantdf people needed
to handle the amount of business required to recefectively”.

3. Experience levels of personnel in key positionsehalgo declined in
40% of the participating companies.
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4. Retention of qualified staff is critical as othesngpanies win em-
ployees from organizations that had to tightensbdliring the eco-
nomic downturn.

5. While 48% anticipate skill shortages, 54% are aersng outsourc-
ing to countries with lower labor costs as parthddir staffing strat-
egy.

6. There are clear intentions to hire first as recpuakes hold — 66%
plan to hire or transfer staff first.

7. IT purchases rank first among 33% as primary needrans a strong
second to hiring.

The Value of Agility

While 64% of participants indicated their companiese at least
somewhat prepared, only one in ten businesses ‘festg prepared” for
an economic recovery. Just over half (55%) indithét they have taken
a defensive posture, while the other 45% belieey tire in an offensive
mode [Nevis, 2000]. Company size does not seenawe la bearing on
the position taken by the company during econonmdst Just under half
(48%) report their organizations will be swift ie-posturing. Again,
smaller companies seem to have an edge on the lkeogganies. Some
of the issues surrounding a slower response tonskpainclude corporate
inertia and the time it takes to get geared baclSome companies will also
take a “wait and see” approach to be sure thae¢baomy is truly in recov-
ery mode. Companies more swift on the reboundgatal planning as the
foundation of their agility [see: Jennings, Wodady,i 1998].

The Value of Partnering

According to most participants, supply chain stuoes will be-
come more global and innovation will be criticalthre selection of sup-
ply chain partners. Over eight in ten (87%) of teepondents indicated
that innovation will be an important factor in sgleg new supply chain
partners. Comments include:

— “I am expecting that supplier relationship investtnemade with the
most important suppliers will start to show resilts
“Partnering will allow us to improve our efficienay our shared ser-
vices.”
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The Impact of Competition

August Wilhelm Scheer from IDS speaks: robust nelhagement
framework and nature of competition will affect arganization’s ability
to act effectively [Scheer, 2000]. Assumptions #rat competition will
come mostly from traditional industry leaders (64%pwever, 59% an-
ticipate that new opportunities, non traditional rkeds, products and
channels will be most important. New opportunitiegsus traditional
markets will provide the primary areas for growdleccording to 60% of
the participants. A number of these companies atdat that during the
downturn, they have explored new markets seekirditiadal revenue
sources [Seybold, 1990]. Respondent comments opetition include:

— “Some percentage of our market has disappearedeiote

— “Our vulnerability is the entry of new competitor. changing ex-
ternal environment. Traditional competitors face game challen-
ges.”

— Issues cited include: “Stepping up to customer etgtiwns and deal-
ing with completion in the new economy.”

The Impact of Government

Nearly half (49%) of the respondents view the gowgent’s in-
volvement as helpful, with another quarter (26%)irsg it will make no
difference. The final 25% believe the governmemtke will be a hin-
drance in economic recovery. Tax policy (30%) anddet policy (29%)
rank as the two most important issues in governneeonomic policy
during a recovery, according to respondents [Tselatip)].

Dr. Swords and Professor Weinstein reached seweratlusions
based on the survey. “We think it is importantlbosinesses in general to
take note of the key characteristics of firms tvant to get a head-start
into the economic recovery - such as their focusdetivering value
added to customers, nurturing their core custonaes competencies,
investing in IT to gain greater alignment with sgdgic intentions as well
as greater flexibility and responsiveness to chattgappears clear that
firms have a positive medium term view — it is abbut whether a recov-
ery is in prospect but when it will achieve criticaass. And the ability to
be prepared for that start will be crucial to swste
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Summary

New economy relations differ from inter-regionabromic new
global relations (i.e., the economic new relatianswong different parts of
the same nations), thus requiring somewhat difteieois of analysis and
justifying new economy as a distinct branch of esoits. That is, na-
tions usually impose some restrictions on the ftdwoods, services, and
factors across their borders while generally impgsio such restrictions
internally. In addition, global flows are to someent hampered by dif-
ferences in language, customs, and laws. Fututernetional global
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flows of goods, services and resources give riggtoments and receipts
in foreign currencies, which change in value ovreet

Kompetencje i preferencje klientow gtdwnymi determnantami
nowej ekonomii

Streszczenie

W dobie globalizacji i w czasie funkcjonowania nushentow
nowej ekonomii agresywna rywalizacja o klienta deiauje rozwizania
we wszystkich podmiotach zorganizowanych. @ wyr@ni¢ liste kry-
tycznych przedsivzi¢¢ koniecznych do akceptacji w operatywnym dzia-
laniu tych podmiotow oraz zestaw instrumentéw, ytbr zastosowanie
maoze pozwolé firmom na ,ucieczk do przodu”.






