





Global Economic Shift

Prof. Scase had few words of comfort for Europe. “Europe
is becoming the old people’s home of the world.” The
population is not growing. From where will the employ-
ees of the future come? By 2015, he predicted, the Euro
will break-up because of vested interests in each country,
because of disparity of European economies and because
of the absence of fiscal common policy.

On the other hand, the U.S., with continued invest-
ment in Asia, is locked into the economies of India and
China, so will benefit from their growth. Nonetheless,
China will overtake the economies of Japan, Europe and
the US within the next 45 years. India has already be-
come a global centre for medical diagnostics and medi-
cal treatment. It has become the centre for talent of a
high quality. India has more graduates in information
technology than the entire UK population - 60 million
with one million more each year. And these people are
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These iPod components may have been designed in California
but they’re built in China.
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Shifting the Paradigm

highly employable, says Scase, because they are knowl-
edgeable and possess a strong work ethic.

The centre of economic gravity will shift from the
U.S. and Europe to India and China. What will that mean

by 2010, looking for cars, homes, health care and the
demand in the hospitality sector will grow.

Sustainable Energy

for the world economic order? “It’s like the iPod - de- The pace of economic development in China is huge.

signed in the U.S., manufactured in China and sold all “China has pulled more people out of poverty in the
last seven or eight years than all of world aid in the
whole history of mankind,” says Scase. “Vodaphone sells

500 million cell phones a month in China.” Today, we

Personal Consumption in China

have 800 million cars in the world. By 2031, China alone
will have 1.1 billion.

What about energy? Unless we find other sustainable

* Retail Sales Growth 10% pa

* Rural Poor Decreased from 49m in 1997
to 28 28m in 2004
650 million Phone Users
100 million Internet Users

resources, China will take it all. The price of gasoline
will treble in price in the next 5 to10 years — what will
that mean to us? In the next 50 years, we will probably
have run out of oil. The world production of oil today
is 84 million barrels a day. By 2031 China is set to
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Auto Sales 1.1 million pa

- 9 million pa in 2010

- 1.1 bn Cars in 2031

100 million Chinese Tourists in 2015

over the world,” laughs Scase. A study of off-shore dis-
placement of jobs for the economies of Europe and the
U.S. concluded that despite the job loss, U.S. corpora-
tions will be stronger and ultimately create jobs in the
U.S. But in Europe, he adds, it will lead to net job loss.

China now produces 70 percent of world’s comput-
ers, more than 50 percent of the world’s cameras and
is a net exporter of automobiles. A great many of these
companies — more than 500,000, in fact — are joint
ventures with foreign owners, half of which are
American. Companies have segmented their produc-
tion and moved some parts to China. It’s a new way
of thinking — globally in order to be competitive. It
offers huge business opportunities but they have to
be looked at differently.

People in China are highly entrepreneurial and have
a strong work ethic, says Scase, so they are succeeding
and will soon be consuming. Indeed, he points out that
the result of this displacement of jobs will be the growth
of a huge, new consumer market in India and China.

There will be 100 million affluent consumers in India

consume 99 million barrels. What does that mean in
terms of our standard of living in the world? We have
plenty of coal - can we manage this an environmen-
tally friendly way? We need to develop sustainable
energy but this requires political will in US and Europe.
“We hear little bits about this in Europe but nothing
at all from the U.S.,” he said. “This is very worrying.”
How rapidly and smoothly we move to sustainable
sources, is critical and it will have a huge impact on
how we do business.

Sustainable Food

The consumer culture is changing in ways that will affect
the food industry — the suspicious consumer, the sophis-
ticated consumer, the consumer who can find out the
sourcing of food within seconds on the internet, and
the consumer who is more and more concerned about
the ingredients in their food. Consumers are spending
extra money on organic products and sustainable prod-
ucts. The prevalence of organic products in the super-
markets in Europe is up by 30 percent. The foodservice
industry has to respond to this.

The War on Talent

Populations in Europe and America are not growing ex-
cept through immigration but some European countries
are not dealing as well with this fact as others. The USA,
which was built on immigration, has fared better. But
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people do not equal employees. An explosion of educa- a work ethic, who are reliable, who can carry out instruc-

tion systems around the world hasn’t produced that tions. “That’s the real differentiation between India and

greater supply of talent that is so necessary to business. China and rest of world,” says Scase. “European and

Indeed, qualifications don’t mean employable talent. The American young people are the scarred generations; they

growth of higher education has not created people with are suspicious about how companies will treat them be-
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cause of how their parents were
treated. They believe “employers
rip us off.” How can we capture
their commitment? It's all about
management and leadership. It's

about engagement.”

Sustaining customer
satisfaction

How we do business in the 21st
century entails a paradigm shift
— from a brief transactional rela-
tionship to a longer-term, trusted-
advisor, strategic relationship. We
can’t operate through simply short
term transactions. Instead, he sug-
gests, we have to learn to develop
long term relationships. Scase
described his own accountant,
who spent time at the beginning
to grow the relationship. “Now he
handles everything because I trust
him,” he says. “I pay him a lot of
money but I don’t care, because I
have that trust.” More impozr-
tantly, he adds, “In China, you
cannot do business until you have
that trust. That’s the tradition of
business in China.” Indeed, he
points out that this must be the
model of the future if companies
are to find and keep both staff and
customers. “Small firms will be the
way of the future, not giants like
Walmart,” he says. “Young people
are hip and educated and they
have access to lots of information
on the Internet.” They won't re-
spond to dull, boring manage-
ment techniques. ©
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