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Do not slow down! Prepare for higher speed!

economy to prepare for even better results and
leave competition far behind.

expectation and reality; they look within their own four
walls. They not only create a great growth strategy that
will carry them through tough times, but they also
understand the importance of executing it well.

Confusion in markets shakes co nfidence, diminishes the
value of financial assets, and creates hesitation for
businesses and consumers. Records, however, inform
that shifts in the economic scene also propose unique
opportunities for those who are able to look past the

- near -term difficul ties and seek out occasions. The
mtense short —term pressures generate a cruel operating environment. While it is very

easy to be overcome by the pessimism of the day, the business cycle is still alive. The
business will need to make its own choices about investment priorities during
disorderly economic times. Corporations can choose to retrench, or they can choose

to prepare for success and leadership roles.

We start our research with purpose to find out what high achieving companies think

about this kind  of choices and approaches, where is (if any) the difference for their
managers and how this special time will reflect high achievers genome. This research

report includes findings and recommendations based on the experience, practices,
opinion and intenti  on of 94 high achieving companies.

How high achieving companies use turbulence

Hi gh achieving compani es donot
around t hem when t h er apobetween
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Research Approach and Methodology

The research instrument used for the study was a survey form that was designed by
EBS, working in close conjunction with experienced survey consultants. Respondents
were asked basic dem ographic questions and questions related to the 11 current
business issues facing executives in respect of turbulence economy times. They were
asked to indicate the level of importance on their enterprise that these issues would
have during the next 12 mon ths.

Survey respondents represent twelve industries.

Industry

m Financing

m Energy and Environmental Protectic
m Metallurgy

m Automotive

® Chemicals
2%

1% =———

m Communications
Technology Service
Retail

m Government and public secto
Pharmaceuticals & healthcar

Transportation

Utilities

Survey respondents represent three types of Job Responsibility

Job Responsibility

H Executive Leve
4 Auditors
4 IT Management




FINDINGS

People

Hire and train.

People are critical to operational
excellence. Eliminating jobs is easier
than reinventin g processes, and the cost
savings are more quickly realized. But
when high achieving companies look to
their heart, it is their unique combination

of people, process, technology, and work
environment that makes up the business,
with process and work enviro nment
highly reliant on corporate learning and
corporate culture for success. And that
means people need to remain positive
and feel like they are relevant to the
execution of strategy.

People in high achieving companies come

to work each day with enthusi asm, focus
and creativity and are strong co - pilots
during economic turbulence. They can
make navigation above, below o r around
barriers possible , and offer sol utions to
keep the pace and even prepare for
higher speed.

High achieving companies are not
oper ating under a hiring freeze. Our
research finds a tendency that applies for
all high achieving companies today T all
of them use the opportunity to hire really
competent people. With a multitude of
candidates seeking jobs in this economy,
high achieving co mpanies take extra care
to recruit those whose competencies and
priorities best fit their position and
company.

The other definite distinction of high
achieving companies is the assuming of

the unusual attitude tow  ards staff
training programs. According t o the
tempting cut -the-costs policies, the
managers have postponed all staff
trainings for an indefinite period. Yes, the
costs are down and budgets look better.

On the other hand skills are something
that could be only developed and nobody
except heroes ¢ ould wake up gifted with

th em. This specific time is the right time
to do it. High achievers know their
people and facilitate them to build up the
skills necessary to co - pilot the growth.

Why?

The workforce is likely to include four
generations and both g enders. High
achieving companies do  not need a crisis
to realize that one cannot apply the
same management style to all and get

the same results. So what do they
choose to do ? They choose t o get to
know their employees better than the
latter know themselve s. High achievers
invest in appropriate tools that help them
discover the employees' competencies,
weaknesses and goals, and learn what
skills they are capable of acquiring and
what it takes to keep them motivated.

67% of asked managers pointed specific
training and everyday coaching as the
most helpful initiatives that retain
workers and make sure they are ready
for current and future challenges. All of
them appreciate the concept of cutting
the training as  a substitute of long -term
gain for alleviat ion of short -term pain.



Leadership

Keep a finger on leadership pulse

High achieving companies motivate
leaders to concentrate right in to the
activities that rally round their people
and to work harder than ever to
achieve goals, attack troubles and wor
together. And that's not all. About half
(48%) of the proven leaders use special
tools and methods to make sure their
employees have the talent, skills and
knowledge to stay on plan despite the
situation.

Time and again, we've seen leaders
realize that keeping a company
balanced through hard times requires
commitment from the top to speed up.

By this commitment we mean the
leaders’ engagement level. A study
revealed that more than 75% of senior
executives possess "ideal emotional
connection and alignment " to their
organizations.

Kk

In conclusion, under the influence of
turbulence high achieving companies
intensify all their activites in HR
management and direct their efforts to
form a team of wiling and able
employees and determined leaders who
are ready to continue and even to
speed up their self improvement. High
achieving companies have a plan and
work according to it although almost
every executive indicate s that he or she
has to tweak it if necessary , certainly,
but they understand that a plan w ill
help keep company and workforce on
course.



Processes

Time to streamline

Keeping people at the centre does not
mean that all painful human resources
decisions can be eliminated; rather, it
means thinking through the
implications. The decisions are often
clouded by ineffective systems that
have grown wildly and physically in
times of prosperity and force talented
individuals to act as coordinators rather
than contributors. In severe economic
times, people need to be unleashed to
navigate change and prepare for the
next economic upturn.

High achieving companies include
widespread investments in processes
and functions that reduce overall costs
by rationalizing systems within the
strategic context in  addition to
preparing those systems for future
succe sses. They tread the rig  ht course

of processes designing so  that they can
initially avoid the breeding of any
complexity in the organisation. Today,
this right course recompenses them
with valuable flexibility and excellent
effectiveness.

Less than 20% of respondents choose
the option of truly fundamental process
reengineering as a next year 0 guty to
reach better efficiency. Most of high
achieving companies apply careful
process scheming and this is one of
their feature s even in prosperity
period s. This ex plains the answer of
another 65% of the questioned
managers, who plan to put their
processes under proper observation.
The last 15% of the group believe that
the processes in their companies are
adequate and will not be the target of
any internal activity  this year.

Q: What, if at all, the changesin companybusinessprocessesyou plan as

responseo currentdynamicconditions?
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Technology

The extreme short -term and long -term

pressures create a harsh -operating
environment. We  repeatedly heard t hat
this requires a new mindset which

includes different expectations about the
importance of technology. For high

achi eving companies information
te chnology has an important role as the
strategic enabler of success, the

conservator of scarce resources, and the
accelerator of recovery. Returns from
hard -fought cost -reduction battles are to
be turned into infrastructure
imp rovements, more rational integrated
processes, and fundamental changes in
market presence or positioning to fill
new niches or those surrendered by
competitors. Realizing that  high
achievers organizations seize new
opportunities during economic  strife
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does not minimize the
difficulties they will encounter.

significant

What is the technology agenda of the
day for high achieving companies? It is

not much different from yesterday: For
78% the most important detail -to-be-
examined is the way to look at IT
invest ments in  the light of strategic
priorities, not just costs and continue
investing to remain competitive. It
makes sense for another 18% of the
respondents only with the aspiration to
ensure that a strong collaborative
infrastructure is in place as well as
investments in business intelligence as a
way to better understand customers,
costs, and operations. Few respondents
face the issue with replacing aging
systems that will reduce the capability to
grow when the economy recovers.

Q: What will be the focus of your IT Project

—in new, unique, that will facilitate
competitiveness

- B| and collaborative solution:

—new versions, that will replace aging technolo



Costs

This is the most debated issue these
days. Our research attempts to find out
what high achieving companies do with
costs, when they start to do this, what
they intent to do next year.

Evocative changes. We w ere not
surprised by the answers of the survey
respondents | they accepted the
tur bulence time as a key challenge for
changes in engineering and product
specifications, finding acceptable new

sources of supply, and introducing new
working practices across the different
national business units.

The executive level relies on the strategy

- strategy of outsourcing and simplifying

and automating  processes. These
strategies are well known  from
prosper ous economic times and they are

a choice with a long term advantage.
Simplifying the processes includes actions

of standardiz ation, simplif ication ,
automat ion and provides self-serve web -
based approaches 0 all result ing in lower
overall costs. Comprehensive outsourcing
strategy ensures reduced costs and
avoid s ending up with complicated in -
sourcing at a later date.

The auditors that  look deeply in numbers
and best practices guides pointed the
methods of measuring the review of both
organization and process structures that
should determine the optimal design,

control costs and ensure appropriate
accountability and oversight. If this i S
carefully combined with finding the
appropriate charge -back mechanism and
controlling demand it should result in the
reduction of total company costs.

The IT Management is ready to reach
frugality through aggressive negotiations
with source vendors. For most of
companies today the technology part of
the budgets could be considered as a
good opportunity for both short -
long -term cost reductions. High Achieving
companies demonstrate a different
approach to technology, as it was seen in
the answers o f technology questions
above.

the

and

To summarise, according to high
achievers the key enabler of successful
cost reduc tion is to ensure that everyone
underst ands the evocative changes, but
continue s to drive and sustain the
delivery of benefits through  common
company practices as:

e Empowering multi -function teams

across business activities and
departments;
e Generating cost - reduction ideas

and initiatives

e Prioritizing and focusing

e Using proven tools and techniques,
including strategic sourcing
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Pricing

We 6 v e ded sthisgpart of research in
our looking for attitude towards the
picture of competitiveness. High

achieving companies recognize a ruthless
competitor before
develop their business  strategies
according to internal and externa I
objectives, fully considering the entire
spectrum of competitor strategies or
changes to the peripheral environment
They perform a competitive analysis by
benchmarking their position not only
against the pre existing value chain. High
achievers understa nd the competitive
approach  through outsourcing some
parts of the value chains and building
partnerships in others. This multiplies the
number of benchmarking variables, but
when market demand and business
model s ar e under
more urgentt o get back to basics

The most controlled operating profit
lever, tactically and strategically, still is

pricing. On the financial returns
dimension our research shows that all
pricing initiatives perform almost twice
as better than variable cost
prog rams, as and three times better than
expansion and consolidation initiatives.
High achievers confirm that pricing
deserves another fresh look in th ese
turbulence days. Price is still the number
one factor in  influencing customer
satisfaction higher  than: s ervices
portfolio, trade quality, promotions, and
duration of contracts. High achieving
companies understand the importance of

the correct approaches to pricing - cost-

-out

i t O sbaset, o aompetitavd e-based] wadug -based

or optimal. Our research shows two
types of pricin g problems faced today:
blindness and short -sightedness.
Workable strategy to avoid blindness is
pricing to maximize revenue elasticity
and understanding  of the full dynamics
between weight, predictability and price
perception. Short -sightedness is the pure
replication of competitive offers, blanket
offerings and long lead times for pricing
changes. None of th ese approache s will
facilitate to outdistance the competition.

High achieving companies apply win/win

pr es spproaeh. Ruihles® scomgetitienn is not

part of th is way to do business. Still
there are storm y economic times outside
and even high achievers observe this

Issue more cautious ly.



Complexity

Companies are always on the lookout for the next big
growth opportunity 8 exploring new channels, adding new
products or developing new markets. Growth, after all, is

the single biggest success factor in today's business
environment. It is no surprise that companies are paying a

price for pursuing growth opportunities - a price called
complexity. Product and servic e portfolios have exploded,
processes and systems have proliferated, and
organizational structures and interfaces have become
increasingly complicated. This complexity is not only
wasteful - even bad, it prevents companies from pursuing

their next growth f  rontiers.

Gaining sustainable  strategic control over complexity is a hard work that takes con siderable

patience and continuous attention from the executive level. High achieving companies control
complexity in order to ensure a clear path to the next gro wth edge. They believe that although
the good [or easy] times may be behind for now, they have had ample opportunities to grow.

Globalization brought innovative and exciting markets to seize. Supply chains extended to all
corners of the world. Consumers were anxious to be attracted by all new products or services
even as they twisted for better offers.

High achievers identify what the price for the desirable growth could be : excessive, extensive
and out -of-control complexity. Product and service portfolio s are exploding, processes and
systems are proliferating and organizational structures are becoming increasingly elaborated and
problematic. In their plan to control complexity they take a step back and deal with those
challenges by:

e Transparency of cost a nd value. This concentrate son the <challenge that

easy to see or track complexity. Often the consequences of complexity are known only at
aggregate levels. It is essential to develop transparency of costs and value through complete

enterpri se-wi de view into the companyds data systems
detail and depth of data for shaping the value of the product or service. Our executive level

respondents marked an important face -up issue of creating true cross -functiona |

transparency 1 the data is often contained in systems residing in individual departments or
business units. These systems have to be clearly linked to understand how complexity
manifests itself across the value chain. This situation proofs the necessity for transparency
initiatives to be dedicatedly supported by IT Management.

e Alignment with overall strategic intent. This is pointed as the key of stay away from
misalignment between what the company is trying to achieve strategically and the approach
for c ontrolling complexity. As the organization focuses on its strategic intent, it leaves

complexity -focused efforts. At best, these efforts will be one -offs that provide some
temporary complexity relief, but as the initiatives phase out, so will the control o ver
complexity.

e Appropriate decision -making processes. Complexity control requires decision making
around the most important complexity issues. According to real practice the decision -making
authority should reflect the complexity control regime and influe nce budgets, P&Ls, balance

sheets, and as a result, personal success of individuals.

an



Customer Interact ions

High achieving companies build their e What new processes must be
strategy for growth in a world with few forged t o del i ver ofr
distinctions among products, quality and expectations? What new roles a nd
prices. Long ago they recog nized that organizational capabilities will help
there is only one real source of support these processes and create
differentiation - customer interaction. Acustomer advocateso?
Field forces are a common early object to e Do our interactions make or break
cut costs. This produces a short -term the relationship with key
margin lift but for the high achievers the customers?
improved margins come at the expense e How can these touch points be
oflong -term gr owt h and i nvest or edmmpeddosi e effectively?
e What metrics will ensure th at

48% of research respondents plan to strategies are achieving projected
improve the deployment and benefits?
effectiveness of field resources with the
purpose of reaching growth targets Tools
without cutting field forces. They trust in
targeting their most attractive customer Encouraged by declining technology
segments, acquiring the high potential costs, changing customer expectations
customers within those segments, and and pressured by compet
serve them through the precise channels companies are investing in key customer
and finally that doing all of this while service tools. For 18% of the researched
keeping cost -to-serve at an appropriate high achi eving companies, customer
level will bring them advantage, ranging interaction technologies are too complex
from a 10 to 30 pe rcent increase in and costly. But for the other 51%
revenues. technology tools are  the enabler [and the

cost is acceptable]. They agree with the
Almost every third respondent in  statement that technology is not the real
executive level marked the following key answer 1 it is the process a nd approach
guestions that guide better customer that could make the difference.

service in hardship times:

CRM- Technology are

H too complex and costly
H the reasonable enablel

i of secondary importance
further to processes




Innovation, Research and Development

Innovation and R&D go

hand -in-hand, and
never more so than
when the economy
falters. In our research
we found that high
achieving  companies
will continue to be
innovat ion leaders
because of the

demonstrated clear focus on their core
competencies 0 not only to capture cost
savings, but also to sustain a competitive
advantage through technology and
product leadership.

The global economic fall brought a rapid
erosion of bran d loyalty. Together with
increased expectations from customers it
will be the motive force for continuous
innovation and R&D for the high
achievers for next twelve months.

High achieving companies are committed

to open -eyed innovation, often explained

as a development of not only
commercially -viable ideas and intensive
collaboration both up and down on the
value chain. Open -eyed innovation
means pulling ideas from many sources

Innovation a
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and understanding that each contributor
brings a different perspective to the
table.

The foundation of successful innovation

is not much different from the one two or
three years ago 1 it is the approach in
which  people contribute knowledge
based on their capabilities and
reputations. These tough days required
more flexible and itera tive innovation
approach.

Although 64% of research respondents
confirm reduction of direct spending on
R&D, most of them plan to reinforce
working, capturing and sharing ideas
with customers, contractors and
scientists. High achievers indicate the
two mai n expectations of using an open
eyed innovation as follows:

e Speed the development of new
products and services and thus

increase revenues and market
share;
e Shorten time to market and

improve the success rate for new
products and services.

nd R&D Budget Projects

Innovation Projects in Phase 3 [from
the R&D laboratory into the market]

H Innovation Projects in Phase 2
[evaluation of commercialization
potential]

B Innovation Projects in start up phas

2009: 4th Q



Acquisition

The Boston Consulting Group global
study based on an analysis of 408,076
deals between 1981 and 2008 found the
so called "downturn deals" - those
executed during recessions or periods of
slow growth - were twice as | ikely to
produce long -term returns in excess of
50 per cent.

High achieving companies expect to

witness further increas e in acquisition

activity in the current market as for the

most cases acquiring companies will be

bought i on t he c heap, study snake ¢earntpat the p  favourable

und erperforming activities, turning them price is a major factor in 36 % of
around, and creating scale and a global respondents to make an acquisition d eal.
footprint in the process . More companies Although  a cquisition made during
come to identify the opportunities for downt urns creates more value than those
growth by merger and acquisition. made in revival times, the focus is on
However success still relies on traditional acquiring smaller, more controllable
strategy of identify ing solid acquisition companies in a similar or related
objects and confirming that those objects industry.

fit wth - acquirer 6 s mbdels iThee s s

Marketing Spending

Historically, companies stop spending at best and the upfront rates are
money on advertising in a recession. B ut lowest.
such moves are almost always made in a e Improving advertising
panicked search for in -quarter earnings production I the time is both
and not for any strategic reason S. right and enough for those actions
According to research respondents the and skill development activities,
timing for a structured apvpicho aitt hesult atar the rdést ired
be better. High achieving companies do level of efficiency and effectiveness
not consider any com promising to their of marketing and advertising
marketing objectives in three areas: spending. The establishing baseline
metrics, relating price to volume,

e Partner ship with the greatest challenging conventional wisdom
ad agency i this is the most through analysis, improving joint
appropriate time to receive a processes, benchmarking and
bigger share of an ad agencyo6s tnmgelling supplier costs T high
talent. achieving companies believe that

e Media and emerging media i a all of this together will increase the
relatively simple step that offers value of their marketing programs
imme diate positive results while without paying more.

pricing for placements is arbitrary



