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Key Points




Drivers of Value Creation

* Financial Engineering

 Sector Effects

e Cost Improvements

* Business Capabilities




Some Characteristics of Business
Capabilities

* Intangible
e Difficult to measure

* The ultimate competitive differentiator

e.g.
Human Resources Customer Orientation
Innovation




Sponsors CFGF 2002

* Human Resources Watson Wyatt

HWorldwide




2002: The Test of Business Capabilities?

Technology Slowdown
Recession

September 11th

The EURO




Business Capabilities
Two Contrasting Stories

HP




Value of Value Creation Drivers?

* Financial Engineering
* Sector Effects
 Cost Improvements

* Business Capabilities

How Much is it Worth Knowing More
On Business Capabilities???




The report
Competitive Fithess of Global Firms
CFGF 2002

Objective: Intangible market-based capabilities
Target: 500 largest firms in Europe/USA
Participation: 12235 executives in 335 firms
Methodology: Multiple respondents from each firm
Evaluation: 182 indicators for 12+1 capabilities
Publisher: Financial Times Prentice Hall, London

Information: www.insead.edu/ctgt

www.corvaltec.com




Business Capability Profiles on
326 Firms in 8 Sectors

Automobiles & Automotives
Computers & Electronics
Consumer Goods

Engineering & Machinery
Finance & Insurance
Pharmaceuticals & Healthcare
Process Industries

Services




CFGF 2002

86 Firms

“World-Class” on Capabilities




The 12 CFGF Business Capabilities
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Source: The Report on the Competitive Fitness of Global Firms 2002, London, Financial Times Pentice Hall.



CFGF 2002
Dramatic Differentiation Between Firms

‘_._ COverall Average —@- Lowest Rating for any Firm —&- Highest Rating for any Firm

| Overall OMEC: 66 |

Mission & Vision (70)
100
Customer Orientation (64) a0 Corporate Culture (68)

Organization & Systems (63) Planning & Intelligence (64)

Human Resources (64) Technical Resources (64)

Innovation (62) Marketing Operations (63)

Market Strategy (70) International (67)

Performance (73)
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CFGF 2002
Short Term Growth and OMEC

Average 66 N 322 NR 4 FTest 10.676

Current annual growth of firm revenues

68 69

66

510 10 % 10t0 15 %
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CFGF 2002 — Example of
Capability Profile

Hewlett—-Packard Firm OMEC: 70

Mission & ‘g:jisi{jn (67)
Customer Orientation (71) Corporate Culture (75)

Organization & Systems (65) Planning & Intelligence (72)

Human Resources (71) Technical Resources (70)

Innovation (69) | | Marketing Operations (64)

Market Strategy (68) International (64)
Performance (77)

© 2002 Jean-Claude Larreche. Source: The Report on the Competitive Fitness of Global Firms 2002, London, Financial Times Pentice Hall.



CFGF 2002 — Example of
Capability Profile

Oracle Firm OMEC: 70

Mission & ‘Eﬁsimn (76)
Customer Orientation (64) i Corporate Culture (71)

Organization & Systems (68) | < Planning & Intelligence (64)

Human Resources (60) Technical Resources (72)

Innovation (78) Marketing Operations (73)

Market Strategy (69) International (62)
Performance (85)
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CFGF 2002 Inter-Sector Comparisons
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CFGF 2002- Capability Gaps
Consumer Goods

Top 5 OMEC: 72

Mission & Vision (74)
a0

Customer Orientation (70) Corporate Culture (72)
80

Organization & Systems (68) Flanning & Intelligence (72)

Human Hesources (71) Technical Hesources (68)

Innovation (G6) Marketing Operations (72)

Market Strategy (75) International (72)

Performance (79)
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CFGF 2002 - Capability Gaps
Finance & Insurance

Top 5 OMEC: 74

Mission & Vision (78)
a0
Customer Orientation (74) Corporate Culture (74)
80
L 0 . .
Organization & Systems (73) Planning & Intelligence (73)
60
50

Human Resources (72) Technical Hesources (70)

Innovation (70) Marketing Operations (72)

Market Strategy (76) International (73)

Ferformance (83)

© 2002 Jean-Claude Larreche. Source: The Report on the Competitive Fitness of Global Firms 2002, London, Financial Times Pentice Hall.



CFGF 2002
Leading Capability Indicators

2002
Ranking

Lifetime customer value

Management presence in the field

Support from headquarters

Innovative customer communication

Multi-cultural management

Benefits linked to market performance

Cust. satisf. measures widely available

Lost customers tracking

~l ||~ ||| W] MN|[—=

Practicing innovative marketing

© 2002 Jean-Claude Larreche. Source: The Report on the Competitive Fitness of Global Firms 2002, London, Financial Times Pentice Hall.




CFGF 2002
Lagging Capability Indicators

2002
Ranking

Future financial performance

Quality of products & services

Strong will to improve

Monitoring of results relative to plans

Market effectiveness as priority

Delivering high quality products

Employees proud of products offered

Availability of financial resources

|l ol A W= =

Market segmentation strategies

© 2002 Jean-Claude Larreche. Source: The Report on the Competitive Fitness of Global Firms 2002, London, Financial Times Pentice Hall.




The E-Business Capability is Weakest
Sm—ye >y
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CFGF 2002
Short Term Growth and E-Business

Average 56 N 322 NR 4 FTest 3.95

Current annual growth of firm revenues

58

51010 % 10t0 15 %

© 2002 Jean-Claude Larreche. Source: The Report on the Competitive Fitness of Global Firms 2002, London, Financial Times Pentice Hall.



CFGF 2002
Service Activities and E-Business

Average 56 N 314 NR 12 FTest 15.668

Relative importance of services activities

2110 80 %

© 2002 Jean-Claude Larreche. Source: The Report on the Competitive Fitness of Global Firms 2002, London, Financial Times Pentice Hall.



CFGF 2002 E-Business Capability:
Leading Indicators

2002
Ranking

20 Internet alliances with other firms

20 Internet used effectively for recruitment

20 Internet strategies for different customer groups

23 Internet used to increase customer loyalty

23 Management training on internet potential

23 Creating separate entities to exploit internet

26 Customer support through internet

© 2002 Jean-Claude Larreche. Source: The Report on the Competitive Fitness of Global Firms 2002, London, Financial Times Pentice Hall.



CFGF 2002 E-Business Capability:
Lagging Indicators

2002 2[]02 2001 Bl
Ranking g

1 Empluyer—‘-s access to internet ---
Impact of e~technologies on internal communication m“
) 60 +8

Mgmt productivity increased by e—-technologies 68

Resources committed to e-technology applications -
Product information on internet -
Effective purchasing activities through internet -

Project teams effectiveness through e-technologies

© 2002 Jean-Claude Larreche. Source: The Report on the Competitive Fitness of Global Firms 2002, London, Financial Times Pentice Hall.




Top Firms 2002
Overall Business Capability

N°1

© 2002 Jean-Claude Larreche. Source: The Report on the Competitive Fitness of Global Firms 2002, London, Financial Times Pentice Hall.




86 Firms “World-Class” on Capabilities

CFGF 2002

2002
OMEC
Ranking

B W

1

Automobiles & Automotive

Mokia

—r

Cormputers & Electronics

Ffizar

Frarmaceuticals & Healthcars

[BM

Cormputers & Electronics

Swizs Re

Finance & Insurance

Atlas Copeo

Ergineering & Machinery

Banco Comamcial Portuguss

Financs & Insurance

M izroaalt

Cormputers & Electronics

Riz Timta

LU O I G T Y ) N N R

Frocess Indusiries

SAP

Computers & Electronics

Diageo

Consumer Goods

ST Microslectionics

Cormputers & Electronics
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Saint-Gobain

Frocess Industries

Source: The Report on the Competitive Fitness of Global Firms 2002, London, Financial Times Pentice Hall.




Top Firms 2002
E-Business

© 2002 Jean-Claude Larreche. Source: The Report on the Competitive Fitness of Global Firms 2002, London, Financial Times Pentice Hall.




CFGF 2002
Only 24 Firms “World-Class” on E-Business

Firm

2002
Ranking

Sectar

Cracle

1

Computsrs & Electronics

IEH

Computers & Electronics

Microsoft

Computers & Electronics

Caompaq

Computers & Electronics

Telefonica

Sarvices

Fir=lli

Automobiles & Automative

SAF

Computers & Electronics

Swi=s Re

Finance & Insurancs

Atlasz Copco

Ergineering & Machinery

J.P. Morgan Chass

Finance & Insurancs

BErWY

Automobiles & Automative

Mokia

Computers & Electronics

Credit Suisse Group

Finance & Insurancs

Hewl=tt—Fackard

Cormputers & Elactronics
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Source: The Report on the Competitive Fitness of Global Firms 2002, London, Financial Times Pentice Hall.




The Competitive Fithess of Global Firms
Key Points

Business capabilities are more than ever essential to the
long term creation of value.

Major capability gaps exist between large global firms .

Tremendous opportunities for improvement in the area of
Human Resources, Customer Orientation and Innovation.

The E-business capability is still very weak among large
global firms, but improving rapidly.

Challenge for the future: Capabilities up or Performance




The Competitive Fithess of Global Firms
CFGF 2002
Further Information

* To download this presentation and obtain
further information:
— www.corvaltec.com

* To order the report from Pearson:
— www.business-minds.com/ctgf

* To learn more from the CFGF Sponsors:
— www.watsonwyatt.com
— www.stratx.com




