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In the recent past we have seen the shockmg |mpact and
| Iong Iastlng repercussmns of i

- Global market volatlllty |
2. Near collapse of the banklng system
3. Near paralysis in business lending



Been a vicious circle of &

. Weak-banks e i :_":.f%éfji-.: -5,
“ Withdrawal of Iendlng 50T
* Declines in real activity |

% Government interventions in the monetary system
(monetary easing, fiscal stlmulatlon partlal bank
nationalisations)



o Extreme shifts in demand

Unusual competitor and customer reactlons
0 Supply chain vuInerablhtles T
< Drastic revisions to plans an-d strategles

< Massive public and private sector debt will force up the
cost of capltal and weaken recovery |

Over reactions?



. «\Whiat can we learn frong all th|37

< Need to lift our eyes from the gloom *

X Opportunities "tb- drive trariéfa"rmations .

* Long-term trends — growth will return because
recessmns tend to be shorter than Iater growth phases



- The bad news is that the structural Issues and attltudes to
rlsk that brought these unstable condltlons such as:

o Excesswe borrowing In the west -j' ¥
“ Savings glut in China i |
< Inconsistent (weak) regulation

< Poor government and oversight



It raises the very reasonable guestion:.
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- ““can markets fail?”

Yes théy can, and can we trust free markets in 'th:"é'-fu,t'ure?



John Maynard Keynes sald bacl___<_ ln _xtH-l_e'_l_QBOs" that: ..

5 capltallsm IS prone to peﬂodlc collapses and is
Inherently unstable -

¢ the business cycle IS a fact of life so plan for it



.-+ Economists have repeatedly stressed the eff|C|ency of
markets over government mterventlen

< Few would argue that poI|t|C|ans have not got the
answers, indeed many think they are the fundamental
problem :



X8 PoI|t|C|ans and pollcy makers are generally short-
S|ghted and mcompetent ]

| ;,. Few of ther_n have had a--j(_)b'_'f'(':'),'u'tside politics..



R The banks got greedy and took enormous nsks
o Investors were naive ~_ % T S

< Shareholders and non- executrve drrectors exercrsed no
real control over wayward senior managers il



- % In truth, behind all thls the. meihodology of modern
economlcs has let us aII down' %) .

‘%1t has evolved into “an over mathematloal narrow-
minded, exclusive d|SC|pI|ne =Keynes back in 1942

< And if we are not careful the profe55|ons of marketlng
and sales might go the same way -



Expectatlons are the key

K Declsmns are characterised ftrst and foremost by
uncertalnty followed by nsk P i

% The future is unknowable

X Study of the past is no guarantee of What will happen
in the future |



e Weaker companies tend to make more drast|c cuts |n
mvestment plans . :

¢ This destroys value .
» And so undermlnes their chances of survwal



L% Many companies have responded to recession W|th
drastic cost reductlons ¢ W %

< The more astute Companles made palnful deC|S|ons
early on and reinforced lean disciplines but also
selectively mvested o




“smart pruning is Ilkely to be far superlor toa halrcut
approach” Rt -,

Book review by David_Sfﬁ}th of Managing in a Downturn: Lea_di:hg business
thinkers on how to grow when markets don't. FT Prentice Hall, edited by
Ranjay Gulati, in Management Today, 1 October 2009.: .



" The future Is determmed as: much )Y} What people thlnk
' mlght happen as by. what IS’ objectlvely out there . .

< If transformation in a turbulként"blc')balised environment
is the key to success then what are the essentla}s in
securing transformatlon’P |



| "'So What does aII thls me%n fo[ Sales’?

< -Sales I\/Ianagement s abou{ gettmg Wetter busmess not
just more busmess §F &

Fundamentally we must decide what business vi)é_---aif’e
in and what business we should notbe in = &



< Some companies are very successful by chance. They happen to
~bein the rlght place at the rlght t|me e

2 %‘:'

%+ Most.other companies or'o"rgeni'satiehé h.eeh[_te plan their
marketing and sales activities rather than rely on chance

*» Need é'matching process between an organisation’s c'apa:hi'liti'es
and customer wants, in order to achieve the objectlves of both
parties ¥



~ There are five types of e-pmpany or organ-isati'on:

*, those who make thlngs happen E

2. those who think INSVANELE thlngs happen

3. those who watch things happen

4. those who wonder what happened and - |
5. those that did not know that anything had happened



| Théwinning company .«

"?’0 haS' foéUs a clear stfétégy; c'c“)'héﬁ"’éion- simplicity
pace conviction, enterprlse determlnatlon and
competltlve spifit Ny !

< Innovates: new product and service development_'-'-

< has enduring competitive advantage



The winning company.

e 4 puts the customer flrst and abeve all, engages in
customer value management %)

* has detailed .and on- gomg market knowledge

% identifies the profitable customers and works hard to !
retain them by providing good value

“* more efficient and Iower cost operator than: competltors
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--Tne losing company-

No vision v _

% Avoids risks - S *®
s Little market/customer/competltor knowledge

% No sense of urgency -

gt



The I.osing company,’,

< Runs to standstill, working aII"H(‘)f'Urs
< Lacks a distinctive product llne
“ A lot of housekeeping act|V|ty

% Maintains that the marketing approach is not affordable
(no |mmed|ate payback) -



Thelosing company ;"=
<+ Proliferation of many"lc')'\'/v'\'/olursﬁé low profit lines .
% Short-termism (current flnanC|aI year focus)

% Little or no investment (under invests in plant; new
products, promotional activities and services) -

 Increases prices even when revenues are st-ati_ﬁc



- Have we lost sight b,f"the es%’e"ﬂti@'l business truths? «
“Probably not but there ér,e"_p_lenty of business and
academic quacks who cloud the essential picture -



| Flve ways of mcreasmg proﬂtablllty __
these are the only Ways there are no others

raise prices Bt )

reduce costs * -

improve the product mix
increase the sales volume
reduce the capital employed

O~ W N P



The Harvard “Rule of Four requwements for busmess
_success: g . -

Provide a product or s"ervi-cex'thétndeozne else has -

. Provide a product or serwce that everyone WI|| want
Price for profit" il e
Price for sales.
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Competitor orientation
(what are they up to?)

Long-term focus Good communications
(plan ahead) p) and organisation
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- Study of 4,700 public com;p"éniés published r_eceh’tly:

“Gulati, R., Nohria, N V& WoH'I'géIz'ogé'n F. (2010): |
. Roarlng out of recessmn Harvard Busmess Rewew |
88(2), 62 69. |



* Generally most admit (reIuctantIy) that the current crlsrs
- marks a turning point :

How to remake the organlsatron to cope with the new |
* normal’ o, {2 |

 Little research on strategles to heIp companies survive:
a recession and get ahead during a slow__growth !
recovery ! |



| Gulatl et al studied 4,700 companles examlnlng the past
| three global recessmns e - -

2.°1990-91 - ) |
3. 2000-2002



o -Broke the data down |nto three perreds:_

-'=: ’- ,. "

“a) Three years before before a recessron
D) Three years after after a recesslon
c) The recessron years themselves
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17% of companies dldn t survwe a recessmn (Went
bust, acquired, etc) - -'--E.“- P
‘. Survwors were pamfully slow to recover

80% did not regain pre-recessmn growth rates for
sales-and profits three years after recession =+




Indeed 40% had not returned to absolute pre recessron
sales and profit levels ’, . a8 <
Only 9% of sample flourrshed after a slowdown (domg
better on kKey flnanC|aI parameters than had before
recession) :



Flrms that cut costs faster and- deeper than rivals'don’t
necessarlly flourish (1owest probablllty of pulling ahead
of competition when tlmes get better) -

. Firms that boldly invest more than rivals during a -
recession don’t.always fare well either .



The post-recession Wihher_s:- "

1 Companles that master the deheate balance between
~ cutting costs to survive today and investing to grow
tomorrow do well after a recessmn |

2. These companies reduce costs selectively by focusing
more on operational efficiency than‘their rivals do -




Gulati et al classify companies 'aho_l their approach'és to managing
during and immediately after.a recession into four types:

1. Preverition-focused campanieSmake primarily defensive
. moves; more concerned than rivals with aveiding losses and"
-~ minimising downside risks. Approach every decision through a
“loss- mlnlmlzmg Iens”) Ry |

2. Promotion-focuged companies (develop.aculture of optimism -
invest more in offensive moves that provide upside benefits.
compared torivals — the pie is shrinking and must capture an
even larger share from rivals to keep growing)



3 Pragmatlc companies comblne defenswe and

__-offensive moves — mahage cost cuttlng plus
| mvestment at the same tlme g Vg

1r':.
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4 Progresswe companles deploy optlmal comblnatlon of
defence and offensive moves . : —— g

“Invest in both existing and new busmesses

Develop new markets

Take advantage of depressed prices to buy property, plant and
equment . L8



S.-ovwhat could we learn from r_t_h"‘_'e_s“'el_' experiencesg,

RS Strong hands are needed on the t|IIer — leadership
% Focus on key performance lndrcators _
Selectrvely cost cut and invest at the same tlme

* Good communications (the key to creating the nght_:'
behaviours.and levels of trust)

% Efficient and Jnteg:ra:_ted supply:chain o_peratio'ns




There is growing evidencé {
that three factors are: ‘
key -

1 Leadershlp IS the CEO

. up to the Job? o e b

2. Is the strategy:simple i
and clearly

communicated; with
staff fully. commltted’?

3. Organlsatlonal culture:
IS creativity, innovation
and customer- centnmty
rewarded? “ig.s s GlF




But are our CEOs
and senior managers-
7 upto the task? -



-+ Need to manage eXternaI ri_S_;k e

L} -I :-I

X Understandlng emerglng trends through the blather of
noise is a crltlcal advantage -

*» Balance the dlfflcult defensive cost cuttlng deC|S|ons
with offensive mvestment deC|S|ons (a Janus-faced
strategy) '



o Recognlse that buyers have reacted in unexpected
ways to recession, tax and credlt avallablllty

X Web 2.0 technologles (new somal medla) prowde new:
(0]0] S but are subject to fickle fashion B



* Above all we need:

il Goals that are S|mple ConS|stent and long- term”

25 Profound understandlng of the competltlve
environment e

3. Objective appralsal of resources

4. Effective |mplementat|on of cost savmg measures and
selective investment -

5. Managers who know what they are d0|ng (and don t
hide behind the__recessmn excuse).



" Questions for discussi'oh':_

w1 A focus solely on cost cuttlng causes problems What
problems’> w7 o —

2. Afocus purely on promotlon develops an optlmlstlc
culture which brings problems? AR

3. A combination of cost cutting and selective mvestment
sounds easy to develop but is actually dlfflcult Why’7



