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“It’s going to be brutal. When | said a while
back that the 1980s were going to be a
white-knuckle decade and the 1990s would
be even tougher, I may have understated
how hard it’s going to get*

Jack Welch
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Hypercompetition

ROI

m The Customer-Value Map
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Hypercompetition

m Hypercompetition: 2 Trends

. Customer-Value-Competition: The 2. Polarization: Increasing Pressure to
Move of the Fair-Value-Line Reduce Price or to Differentiate
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Change of Price

Change of Quality and Change of Prices in the last three years

(2004, N=371 Managers, GER, AUT, CH)
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Innovation Champions: Their strategic focus

Strategic Orientactions — Key Challenges

Utilization of employee’s
potentials

Successful market
introduction of innovations

Increase of customer
[Rank 3] 54,0%0 orientation
[Rank 4] 47.,5%

Process improvement and
cost reduction

[Rank 1] 58,690

B Innovation Champions

B Average company Bailom, Matzler 2006
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Innovation Champions: Source of Innovation

Source of Innovations

efel2 Vision & Core Competencies

71,8949

67,5%0 Customer Problems and
Customer's input
52,1%

50,0% A systematically management
Product innovation process

28,2%0

. Innovation Champions
. Average Company

Matzler et al. 2005
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Price and Quality Changes in the last three years
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Strategic Priorities:
Innovation, Core
Competencies, Market
1.6% ’ Orienation
14,3%
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Cost Reductions,
Process Improvement
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Research Questions

Research questions
Hypotheses

Method

A
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Die Forschungsfrage

.,»1he Nature of competitive Advantage**

Core questions:

m Why are some companies even in unattractive industries more successful than
others?

=  What is the role of

Core Competencies
Market Orientation
Corporate Culture
Market Postition
Top-Management?
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Top Managers from over 700 Strategic Business Units in 10 European
Countries

Sample

m Respondents (714 Top-Managers)

m Countries

37% Germany

29% Austria

10% Switzerland

24% other European Countries

m Firm sizes

31% up to 100 Employees
31% 101-1000 Employees
38% over 1000 Employees
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Results

Structural Equation Modelling
with PLS

Innsbruck (A) ﬁ 12

St. Gallen (CH) JOHANNES KEPLER

mp Bratislava (SK) UNIVERSITAT LINZ © [IMP]
~——————y  Budapest (H) Mutzwerk flir Forchung, Lahre urd Pracis



Basic model - sustainable success factors

E

Entrepreneurship &4 Market Market position

culture orientation
RZ2 =.51 ) R2 =.24 ] op**x

Innovation ' Innovation of the Company

orientation of the Z output-to-market

success
R2 =.48

top management R2 =.55

Strength of the Core
corporate culture g competencies
R2 =.19 R2 = .47

*** p < .001 significance level

Innsbruck (A) ” 13
zt. ?é:"en (cstz) JOHANMNES KEPLER
mp ratislava (SK) UNIVERSITAT LINZ © [IMP]
 —

Budapest (H) Natzwrk fiir Farsehung, Lahrs und Praxis




m Key finding # 1:

B Unigqueness is more important than market position!
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The Role of Market Position

m . #1 or #2: Fix, Sell, or Close* (Jack Welch, GE 1981)

EVA and Market Position at Siemens
(Analysis of 210 SBUs at Siemens)

Economic Value
Added .

A A A A
No. 1 No. 2 No. 3 No. 4

—
Market Position of SBUs

Source: Mirow, 2003

B Our Study shows: Uniqueness is more important than
Market Postion!
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m Key finding # 2:

m Core competencies drive strategies!
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1/0 Model of Above-Average Returns

m Core competencies are resources, capabilities etc. that are

_ Valuable in the market
Rare
Difficult to imitate
Non substitutable and
Transferable to different markets
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Core competencies and strategy

Market-based View: Resource-based View: Success
Success depends on industry depends on firm characteristics
characteristics

. 1. Analysis of core
1. Industry analysis .
competencies

. . 2. Selection of industries
2. Selection of attractive .
where core competencies

industries can be exploited

3. Strategy formulation 3. Formulation of strategies

based on industry based on core
characteristics competencies

4. Strategy implementation
and acquisition of 4. Strategy implementation

resources
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m Key finding # 3:

m Market orientation drives innovation success, core competencies and

corporate success
Top-performer use the concept of open innovation and

Integrate lead users
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m Top Companies

Use the concept of Open innovation
Integrate Lead Users
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Open Innovation at Eli Lilly

Diabe: Bearheifen Ansicht
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Lead User Innovation at Johnson & Johnson Medical/Germany

m Rogers’ Innovation Diffusion Model

Demand
Inno- Early Early Late Laggards
adopters majority majority
13.5% 34% 34% 16%

Time
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Identification
of Lead-
Users

Lead User Innovation at Johnson & Johnson Medical/Germany

Review of Journals, Internet,
participant lists of conferneces

Leaders in surgical robotics

1120 Persons
130 Persons
Fulfillment of Lead user indicators:
Not satisfaied with existing products

- Experience and knowledge
20 Persons - Interested in better solutions
- Own ideas for innovations
\ 4

3 experts in
sanitation

Result: New foil to cover surgical
Innovation roboters
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é 4 engineers
surgeons

Solution to prevent the

dispersion of dust and New system to stabilize hip
water particles during during surgery
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i =
JOHANMNES KEPLER
UNIVERSITAT LINZ © [IMP]
Mutzwerk flir Forchung, Lahre urd Pracis



m Key finding # 4:

m Top performing companies have an entrepreneurship-culture
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Internal
Maintenance
(smoothing
activities,
integration)
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Entrepreneurship-Cultur

Organic processes
(flexibility, spontaneity)

Type: Clan A

Dominant Attributes: Cohesiveness,
participation, teamwork, sense of family

Leader style: Mentor, facilitator,
parent-figure

Bonding: Loyalty, tradition,
interpersonal cohesion

Strategic emphasis: Toward
developing human resources,
commitment, morale

Type: Adhocracy

Dominant Attributes:
Entrepreneurship, creativity, adaptability

Leader style: Entrepreneur, innovator,
risk taker

Bonding: Entrepreneurship, flexibility,
risk

Strategic emphasis: Toward

innovation, growth, new resources External

Positioning

-
Type: Hierarchy

Dominant Attributes: Order, rules and
regulations, uniformity

Leader style: Coordinator,
administrator

Bonding: Rules, policies, and
procedures

Strategic emphasis: Toward stability,
predictability, smooth operations v

(competition,
Type: Market differentiation)

Dominant Attributes:
Competitiveness, goal achievement

Leader style: Decisive, achievement-
oriented

Bonding: Goal orientation, production,
competition

Strategic emphasis: Toward
competitive advantage and market
superiority

Mechanistic processes
(control, order, stability)
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m Key finding # 5:

m Top performing companies have leaders not managers!
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The Impact of Leadership and Economic Conditions on Stock
Price Appreciation

(Adapted from: Flynn/Staw, 2004)

The empirical evidence: 1. Investors are more attracted to companies headed by charismatic
leaders than to comparable companies

2. Leadership is more important when the economic circumstances are

difficult and when the company’s business prospects are problematic.

Stock price appreciation

260 T
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The Impact of Charismatic Leadership and Industry Strength on Stock

Price Appreciation

(Adapted from: Flynn/Staw, 2004)

The empirical evidence: 1. The more difficult the industry-specific conditions, the more
important is leadership

2. Charismatic leaders outperform comparable companies more in
periods with difficult industry-specific conditions

Stock price appreciation (%)

30 7T Charismatic CEOs
25 T
20 T
15 T
[ B — el
10 T _ ===
Industry comparison
Strong industry Weak industry
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Lead

ership versus Management

L eader ship

Means alertness for opportunities +
imagination and vision to capitalize
on them

Creates a new paradigma

Works on the system
Isanatural unforced ability to inspire people

Requires respect, trust and a genuine
interest in people
Means attitude of serving and love

Means creative problem solving

Works within the paradigm
Works within a system

Sets people and "things" in motion,
methods and techniques

Uses people as means
Means an attitude of doing

M anagement
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Summary

m 1. Uniqueness is more important than market position!
m 2. Core competencies drive strategies!

m 3. Market orientation drives innovation success, core
competencies and corporate success

Top-performer use the concept of open innovation and

Integrate lead users

m 4. Top performing companies have an entrepreneurship-culture

m 5. Top performing companies have leaders not managers!
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