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and the Strategy of Greek Firms

n the World Compet-
I itiveness Scoreboard

since 1993. Greece has
ranked 41st and then 40th
for three consecutive
years. Its ranking im-
proved considerably be-
tween 1996 and 1999 when
it reached the 31st posi-
tion. Consequently the
ranking fell to the 32nd
position in 2000 and went
back to 30th place in the
latest standings for the
year 2001. The Greek econ-
omy together with the
majority of Greek firms
has entered into a period of prolonged stag
nation, vis-a-vis its competitors, which will
continue for the foreseeable future unless
something dynamic is done. The major rea-
son is not that the Greek economy is not
improving but rather that its associates in
Lhe B as well as other advanced countiries
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will further increase, unless {un-
damental ameliorations are introduced and
are implemented satisfactorily. As the New
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economies

succeeding, the Greek Government and
firms would he obliged to follow the prac-
tices of advanced eco-nomies/firms and con-
tinuously adapt to the new realities of glob-
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al competition. Other-
wise, the current stag-
nation will continue
for some time to come.

Tue COMPETITIVE-
NESS O GREECE IN
THE Yirar 2001

The latest world
competitiveness rank-
ings, referring to the
year 2001. Greece’s
ranking denotes that,
on average, the eco-
nomies/firms of 29
countries are more
competitive than Greece. Equally important
among the countries whose rankings are be-
low Greece only two (Portugal and Italy)
are part of the EU. The remaining are de-
veloping ones or part of the former East-
ern, communist block. Furthermore, if we
examine the differences between the ten
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country, Norway, is 13.1 points above that
of Greece, while the country in the 40th po
sition (Philippines) is only 9.4 points helow
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ranked ZzZnd, while Hungary (both former
Fastern Block countries) is ranked 26th.
Greece has, therefore, a long way to go to
catch up with the countries above it. In ad-
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dition, there would be a great deal of com-
petition from developing nations whose
ranks are close to Greece that would also
want to advance their economies and be-
come more antagonistic in the global mar-
ketplace.

Undoubtedly, Greece has, in the last
decade, progressed a great deal both in ab-
solute terms and in relation to its neigh-
bors. However, this is not enough if Greece
and Greek firms want to compete in the
league of advanced economies and first rate
global firms. In such case, much more must
be done with a single purpose in mind (sim-
ilar to the one of being admitted to the Eu-
ro): becoming capable of successfully com-
peting with the best firms in the world and
the most advanced of economies. Otherwise,
it would be practically impossible to reverse
the prevailing stagnation and move anoth-
er ten positions to where Norway is at pre-
sent. What we must not forget is that oth-
er countries/firms will also do the outmost
to improve themselves and that, in final
analysis, world competitiveness is relative
and that, like in sports, there cannot be
Many winners.

NOKIA: A NiEw FooNomy Firm

The market capitalization of Nokia is
€166 hillion. Such capitalization is greater

i han e firma listed in the
Athens Stock Exchange. In Greece, one of
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has managed to become the world leader in
mohile telephony, without a large domestic
market or any previous expertise in such
industry. Jorma Ollila, its CEO, had the

courage to decide, less than a decade ago,
that mobile telephony would become 4
killer application. He, therefore, trans.
formed Nokia from a conglomerate to a sin-
gle focused firm and betted all its resourceg
on mobile telephony. Today, despite the big
crisis surrounding the telephone and high
tech industries, Nokia has managed tq
weather this crisis and achieve a market
share which is greater than the combined
sum of its following three competitorg
which are larger, older, and with greater
experience than Nokia.

How has Nokia managed to become the
leader in Mobile telephony? Clearly, it pro-
vides something unique that is valued by
customers, in particular young ones, around
the world who prefer its phone sets than
those of its competitors. Nokia’s lead is not
simply technological. Rather Nokia stays
ahead of its competitors by its ability to
continuously innovate. It is a firm that un-
derstands what consumers want and suc-
ceeds in translating such wants, through in-
novation, into products and services that
provide high value added to its existing and
potential customers. Like other New Leon-
omy firms, Nokia has understood the jin-
portance of innovation and has ovganized it-
self to supply. on a continuous basis, new

products/services that consumers avound
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Unless Greece can produce its own Nokias,
it would not manage to climb up the scale
of rankings and become a full fledgel mem-
ber of the advanced economies. Bul it is
worth imagining the implication of having a
Bokia type firm in Greece that will more
than double the capitalization of the Greek
stock exchange and which will become 2
vivid example for other firms to follow.
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THE NEW EcoNOMY:
SUCCEEDING IN TODAY’S
BUSINESS ENVIRONMENT

The new economy is not a slogan.
It is not just about high tech
firms, dot.coms or Internet com-
panies. The new economy (and
the new economy firms) is
based on four interrelated
principles. First, a continuous
innovation that produces new
products/services that customers
want and are willing to pay for. Sec-
ondly, a strong drive to become and stay su-
per-efficient/effective through regular im-
provements in productivity. Third, a cul-
ture that respects the customer and pro-
vides him/her with high value added prod-
ucts/services at an honest price. And fourth,
a global reach in order to expand the po-
tential market as much as possible and har-
ness economies of scale and scope, to the
greatest possible extend, in a way that
would allow to reduce costs and offer bet-
ter prices to consumers.

CoNTINUOUS INNOVATION

Today, all mature industries, from bank-
ing to automobiles, are characterized by
over-capacity, razor sharp competition, and
falling profit margins. As automation is
amplified and the capital to finance new in-
vestments has become easier Lo secure,
more and more firms in a greater number
of countries are capable of carrying out
such investments and producing high qual-
ity products and services at rock-bottom
prices. The end result is that today practi-
cally all products and all non-personalized
services have been commoditazed, or are
about to become so. Even high tech products
like computers have turned into commodi-
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ties with competition done exclusively on
price (excellent quality has turned into a
competitive requirement). In such an envi-
ronment, the only firms that can escape
the cut throat competition are those
that are capable of continuous in-
novation that allows them to
avoid the inevitable commodita-
tion of their products/services.
The necessity of continuous in-
novation must be emphasized, as
imitation is a fact of today’s busi-
ness practices. This means that the
length of time before competition
will copy innovative products/services is
short, and does not permit any complacen-
cy from the part of innovators.

Continuous innovation requires a differ-
ent mentality and another form of organi-
zation than that prevalent in the tradition-
al, industrial concerns. In such an organiza-
tion, ideas and imagination are more criti-
cal than buildings and machines, while en-
trepreneurship and taking risks are more
important than hierarchical management
and analytical thinking. The challenge,
therefore, for all firms, and particularly for
Greek ones that are behind in the World
Competitiveness Scoreboard, is to become
innovative and bring to market new, high
valued added products/services that con-
sumers will be willing to buy.

The list of firms that have succeeded
through continuous innovation is long. Some
prominent examples, to mention a few, in-
clude Enron, Yahoo, Dell, Charles Schwab
Palm, Starbucks, General Electric. On the
other hand, the majority of yesterday’s cor-
porate giants (General Motors, Philips,
Siemens, Eriesson, Eastman Kodak, Rover)
have seen their fortunes and profits fall, un-
able to adapt to the new model, where the
critical link in the supply chain has become
the ability to continuously innovate.
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SUPER-EFFICIENCY /EFFECTIVENLESS

Computers and networks are permitting
great improvements in the effectiveness
and efficiency of internal operations (Back-
Office), as well as in the way communica-
tions within a firm and between itself and
its suppliers and customers is conducted.
Exploiting to the highest degree the bene-
fits of technology is another deciding fac-
tor that differentiates successful from “av-
erage” firms. However, impeccable opera-
tional effectiveness/efficiency is fast be-
coming a competitive requirement that
provides fewer and fewer competitive ad-
vantages, as more and more firms can, and
are in the process of, implement such com-
puter and network technologies. At the
same time, firms do not have a choice but
to ceaselessly improve their productivity, as
not to be left behind their competitors,
through investments in computers and
networks. In addition, they need to appro-
priately train their personnel, suppliers,
and even customers in order to exploit the
advantages of these technologies to the
maximum possible extent.

The majority of Greek firms is still be
hind the latest of computer/network tech-
nologies. Governmental efforts, coupled
with EU initiatives and funding (e.g, the
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with their EU and North America counter
pPells, ddid become capdable ol mmproving
their efficiency/effectiveness, and grow Lo
become more productive, and therefore
competitive, at a global level.

Over-capacity and increased competi-
tion have dramatically changed the per-
ceived and actual importance of customers

who, in addition, have become exceeding-
ly demanding. Excellent quality is taken
for granted in our days. Firms must,
therefore, compete by offering better ser-
vices and by lowering their prices in or-
der to keep existing customers and/or gain
new ones. Customer loyalty cannot be pre-
sumed anymore as competition for the
same customer is multiplying while the
market is finite.

In order to keep existing customers, suc-
cessful firms are offering a host of person-
alized services and a great deal of addition-
al benefits to their customers. Moreover,
through CRM systems they aim to both seg-
ment (thus, offering mass customization)
and to cross-sell (thus, providing a one-
stop-shopping) additional products/services
to their customers. Greek firms are behind
in both providing personalized, customized
services, and in using CRM techniques for
cross selling.

GLOBAL Reacn

Globalization offers a potentially unlim-
ited market place for smaller firms like the
majority of those operating in our country.
The biggest advantage of such a huge mar-
ket place is the economies of scale and
scope that can he gained, and the large op-
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el, and different attitudes and hehavior
from the part of the owner/entrepreneur,
as well as from practically all employees of

a firm. Only operating at the national, or

even Lhe Balkan level, not only seriously
limits the market size and economic wealth
of the target market but also reduces their
ability to compete against more agile op-
ponents and improve.

SPRING 2001




ALLOCATING RESOURCES:
TuE TRADITIONAL VS
THE VC APPROACH

The ability to innovate, as it was men-
tioned, is a critical factor, if not the most
critical one, for succeeding in the New
Economy. The problem with many of the
established companies is that they discour-
age innovation with their conservatism and
the formal and highly political manner with
which they allocate resources. Venture Cap-
italists (VCs), on the other hand, are will-
ing to take substantial risks, if they believe
on the superior potential of a proposed pro-
ject. Moreover, VCs judge a proposed pro-
ject on its merit rather than its support-
er(s). Furthermore, they do not restrict the
flow of proposals
from only the up-
per management
levels but are open
to all ideas as long
as they can be
turned into com-
mercially success-
ful  products  or
services. TFinally,
VCs provide active
support (incuba-
tion) Tor the vari
SUs projects they
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Lhey can have a
better chance ol
being {urned, as
fast as possible

{acceleration), into commercially successiul
products/ services.

"I poter tial of Venture ( ap tal for
Gireece ts enormous. The reason 1s threefold.
First, Greece is a conservative society
where the majorivy of Tirms is still family
owned and not accustomed to the culture of
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spending money for R&D or encouraging
their personnel to innovate. Second, the
owners/managers of such firms are not
willing to provide the right incentives
(share ownership, stock options, bonuses) to
those most likely to innovate. Finally, the
great majority of Greek firms lacks the re-
sources and is not willing to assume the
risk required to experiment in order to suc-
cessfully innovate.

On the side of potential Greek innova-
tors/entrepreneurs, there are also consid-
erable advantages provided by Venture Cap-
ital financing. These innovators/entrepre-
neurs can assure, not only financing for
their ideas, but also a supportive frame-
work from the VCs (the incubation process)
that will help them develop their ideas and

turn them into winning products/services,
Finally, venture capital financing provides
L ray of hope tor bright, young people who
do not come from rich families and wino
could not otherwise obtain the required fi-
nancing to start their own business by com
mercializing their ideas.




GLOBALIZATION

ExeLoitING GREECE'S COMPETITIVE
ADVANTAGES

Greece is endowed with a marvelous cli-
mate, a magnificent physical beauty, smart,
and capable people, as well as competent en-
trepreneurs and experienced political lead-
ers. Venture Capital is the best way to ex-
ploit such competitive advantages and turn
them into sustainable rewards enabling
Greek firms to compete and to “win” on a
global scale. Today, it is clear that without
innovation there will be no new firms that
could increase wealth and reduce the high
unemployment rates, in particular among
young people, existing at present. Venture
Capital does, therefore, play a critical role
and needs to he introduced in Greece to fos-
ter innovation and help our country to im-
prove its global competitive position.

GOVERNMENT: EDUCATION, LRCISLATION,
AND INFRASTRUCTURE

Firms must operate in a given environ-
ment over which they have little control.
Unfortunately, in Greece there is a great deal
that needs to be done to improve such an ex-
ternal environment and make it more con-
ducive for business, while fostering innova-
fion and increasing productivity, T is not, the
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LIPS Operacing i Urecce. However, without
el Improvements in all of Lhe three

areas, it would be extremely difficult for

Greek firms to become more competitive and
productive at the glohal level
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It is not always the fault of the govern-

ment for all the problems facing Greek
firms. Research studies find the Japanese to
score the highest in placing societal and
group values above their own individual
ones, while we, the Greeks, score the low-
est. Our individualist attitudes, coupled
with our dislike for longer term planning
and our faith that we can successfully deal
with crises when they arise, are part of our
national character that greatly influence all
aspects of our society and economy, as well
as our organizations and personal lives.
Phrases such as “éxe1 0 ©ede” (God is great
and will help us) and “n EAAda8a moté Sev
nebaiver” (Greece never dies) symbolize our
way of thinking. Furthermore, we believe
that our Greek Acipévio (spirit) suffices to
overcome our other deficiencies and is
enough to help us achieve our goals, even if
we are disorganized and late. Somehow, we
seem to believe that we are great in han-
dling crises and that we will inevitably
manage to handle even the most difficult of
situations.

GREEK F1irms:
STRATECY AND  IMPLEMENTATION

Greece and Greek firms face a quadruple
challenge, Tirst, they must enter, full
speed, into the new ecconomy, This weuld
iia-ii:_. a -n-t_iul effort Lo encourage 1nnove
tion and entrepreneurship. not onlv in hnsi
s but also .(ih.llll;:‘l'iliui all levels ol
Lhe educational system, as well as within
the public sector. In addition, Greek firms
must.:

(2) raise substantially their productivity,
through the widespread use of computers
wnd networks:

(b) become customer-centric by shifting
their effort to offering better services and
by moving to high value added snes; and

(c) elevate their visions towards the glob-
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al marketplace by identifying and exploiting
niche market segments at a global level.

The second challenge centers on ways of
recognizing and dealing with the deficien-
cies of the external environment within
which they must operate. The strategy of
Greek firms must, therefore, be built by ac-
cepting these deficiencies and by taking in-
to consideration our national characteristics
of lack of team spirit and inability of ade-
quately planning for the long term. Such
deficiencies must be corrected, on the one
hand through governmental efforts aimed
at reducing bureaucratic obstacles, and, on
the other, on a serious effort of education.
Unfortunately, there
is little chance that
the Greece and Greek
firms will improve
their competitive po-
sition in the long
term without im-
proving their major
deficiencies, as suc-
ceeding in the New
Economy  requires
both continuous inno-
vation and a substan-
tial improvement in
productivity.

The third challenge
is Ule awaieness tlal
Grepce and Grreek
firms are not the on
ly ones whose goal 15
to 1mprove them
selves competitively.
We must, therefore, not just improve our-
sclves, but do better than others, whe have
aleo the wame objective hike ours, Global
ization offers many advantages but also in-
creases the enormity of competition that
can come from any corner of the world.

The final challenge is recognizing and ex-
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ploiting Greece’s competitive advantages.
Today, apart from merchant marine, there
is no other industry our reach is global. We
have no Nokias, and we are far behind in
the technological field. However, we have
considerable competitive advantages that
we must exploit. For instance, there are
many extremely successful Greeks (both
academics and managers/entrepreneurs)
abroad that ought to be brought back to
their homeland, while, at the same time,
provide the same opportunities that al-
lowed them to excel abroad to everyone
who does not have the chance to go abroad.
Furthermore, we must exploit our great

climate and our national beauty. Greece can
become the chic destination for the 400 mil-
tron KL nationals, Cur istands and seas are
unique for marine sports but we have not
managed to capitalize on (in the Alps, for
instance they have created a huge ski in-
dustry that brings billions of € each year).
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Our moderate climate can make Greece the
Florida of Europe, while our large farming
population can produce high value added bi-
ological products in big demand. The op-
portunities are endless, what is in short
supply is ideas and imagination which to-
gether with entrepreneurship and the right
organization (e.g., Venture Capital and in-
cubation) can produce commercially suc-
cessful innovation that can benefit every-
one in Greece and raise the living standards.
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It is only under such circumstances that
Greece and Greek firms can become com-
petitive globally and improve their ranking
at the world competitive scoreboard to a
level similar to that of the other EU coun-
ties.

Spyros Makridakis is a Professor at IN-
SEAD and Chairman of the Board of Lamda
Development.
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