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ABSTRACT

The business success in the competitive environtiepeinds very much on efficiency and flexibility
of firms. The tense economic situation forces canegato change the perspective of the strategic
management and use new opportunities for marketmgnagement, business integration,

networking and offshoring.

This paper presents the results of resources etialuaof the modern management trends
application in the field of metallurgy, includinbe identification of specific areas of metallurdica
companies in the context of a differentiated appho#o the role of the customer as a potential
positive competitiveness factor.
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INTRODUCTION

Participation of industrial companies in the in&gional market is potentially very profitable ait{iy
although companies cannot expect to be successhediately after they start international tradifigey
have to adapt to needs and options of the inten@atmarket so they can become long-term partitspan
Due to advancing globalization, the companies Hase time to adapt to new market situation and
besides, many industrial companies are exposedtémational competition, and that is why it is in
essence necessary to take part in the internatradal

Europe is a global leader in the fields of metgiktal and in particular steel industiyhis sector with a
turnover of about 200 billion euro directly empl@amproximately 400 000 highly qualified individuals
produces 200 million tons of steel per annum ineriblan 500 manufacturing locations in 23 EU
Member States, which handles both direct and iodemployment and source of income for millions
of European citizens.

However, this sector is currently facing unprecéeichallenges not only in Europe, but also atajlob
markets. Several world’s economic indicators andehgrognosis indicate the need to make a number
of changes in the field of metallurgical industry the near futureThe business success in this
competitive environment is mostly given by the noeasf efficiency and flexibility. Tight economic
situation (low profitability, reluctance of banks kend to industry, growth of energy prices), which
occurred as a result of the global crisis, forderimetallurgical enterprises to change their petse

of strategic management and use new opportunitiesnarketing, management and business
integration.

1 ANALYSIS OF SELECTED INDICATORS OF METALLURGY SE CTOR

Latest economic forecasts indicate thatthe Eumdeabt crisisis increasingly eroding the real
economy. Risk aversionin the financial sector leml further decline in credit offer. This
factor consequently actsto reduce economic gramth employment. Investment and private
consumption will be suppressed until the returfingincial market confidence. But the outlook forsho
steel producers is relatively favourable.

There are a number of negative factors identifieithé world economy within field of metallurgy sarct
such as:

* increasing cost of capital and the presence ohpiateisk of credit constraints;

« worldwide reduction in leverage for states, bamdystry and families;

* instability of the euro, its weakening againsttth8. dollar;

» slowing economies of the BRIC countries;

* risk of stagflation;

» sudden slowdown of real demand;

« and fierce competition caused by the overlappirigsrof steel plants, service centres and

wholesalers.

What are the prognoses for metallurgical industrindividual territories of the world? The economic
growth of Brazil is not progressing as expectedniay seize the new opportunities. Russia's acressi
to the WTO may improve the situation.
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India will continue to try to go forward in its ehas an emerging power. China's demand will coatinu
to grow, although at a lower rate than it has unblv. The investments of large international
manufacturers of steel equipment in the constnuaifdechnical equipment, sales and service ceintres
China and India show, that those countries aréwanthy and indicates where the new business is
going to take place. In the long term view the ntedelease the latent potential of many African
countries will arise ( WORLDSTEEL, 2013).

China and India will continue to be the key driverdy with a different rate than in the last decade
Middle East and Africa should not be underratec @Gitises in Greece or “The Arab spring” could not
be predicted. Orders for steel producers decrahsedo the fear factor: the concern that banksheill
forced to limit loans and the demand in China nieyefore fall as well. The future therefore depends
on governments, central bankers and state adratnsts.

Steel suppliers must offer their services globaltgl organise themselves according to segments; e.g.
car parts, building industry, power industry, étanufacture of intermediate products was placed in
countries like Brazil, China and Russia. As an gamay serve the new joint venture - ThyssenKrupp
steel mill in Santa Cruz, Brazil, which produceabsl exclusively for export, 3 million tonnes a y&ar

the steel mill TKS in Mobile, Alabama and 2 millidonnes a year to Duisburg, Germany via
Rotterdam (METAL BULLETIN, 2013).

New production capacity will continue to be busipecially in low-costs countries and high market
demand countries. World steel production will cond its inexorable rise in 2014 despite the downbea
economic prospects. Stabilizing element of glolmnemic development will remain to be Asian
markets, primarily China and also some parts oftsAmerica.

The year 2014 will be in particular characterizgdhe efforts to stabilize public finances in th8AJ
and also the economies in developed European @suritris expected that emerging economies will
continue to grow significantly faster than thosetlo# developed countries (METAL BULLETIN,
2013).

The global population should reach 9 billion peaplehe year 2050. In the context of international
relations will demographic development have sigaiit impact not only in terms of availability of
global resources such as water, energy or metalg)do in terms of change within supply of gooadd a
on capital markets. Today's emerging markets areggthrough similar path as the established
economies have come in the past 150 years. Howéwerdevelopment is much faster due to
technological progress (EUROFER, 2013).

2 NEW RISK FACTORS ON THE INTERNATIONAL MARKET

There are new threats in the form of new risk facemerging on the global markets in relation to
dynamic development of metallurgy industry, prok&m economic situation, long-term financial
instability and other negative factors that weenidied in the introduction of this article. Thefsetors
are mostly caused by the inappropriate interfeientgovernments into the market economy.

The most improper actions are in particular pratectm, subsidies and the effort to provide
environmentally friendly production. In the lastcddes the markets became more open, the business
barriers were removed, but the distortions of cditipe caused by non-transparent subsidy and
protectionism in various fields unfortunately pstsirhere are a few on-going issues such as ditfere
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environmental standards, direct financial supgax,exemptions, loan support, free infrastructurg a
land, subsidized energy and least but not lastattal tenders in advance (EUROFER, 2013)

Among the most important examples of subsidiesngslathe support of Chinese government in
metallurgical sector as well as its tendency tqpkibe artificial exchange rate of the currency.SEhe
factors reduce the competitiveness of other praduaad ultimately cause the loss of thousandstf |
and billions of dollars of investment in productiamd technology. Another factor that may signiftban
affect the economic characteristics of metallulgmampanies is the European legislation highly
regarding the environmentally friendly production.

Cooperation or partnership with the consumers neag Ipossible tool to minimize these impacts by
means of implementation of technological innovatjomhich should be leading to positive economic
and environmental effects. Boundary conditionsavedr European steel producers are worsening due
to two most important factors: carbon tax relatedhe reduction of COsince the year 2013 and the
new Renewable energy law. Those factors makettltion even more dramatic.

The resulting additional costs lead to distortiohsompetition in comparison with direct compestar
other countries. European commitment to environatgmotection is well meant, but it has to be based
on a uniform set of global rules that do not distncompetition at the expense of the environment
(METAL BULLETIN, 2013).

3 DIFFERENCES OF BUSINESS MARKET

To define the application of modern managementfen a very specific sector as the metallurgical
industry certainly is the focus must be aimed atahalysis of current development changes of market
environment as well as the recent trends in thamymenvironment of business markets.

The greatest difference is the fact that the recsiof this service are not the end consumersrutiher
business subjects. The market consists of not, latgentegrated customers with high volume demand;
there is a geographical concentration of customatts very close supplier-customer relationships,
demand is inelastic and dependent on consumer demparchases are professional, rational and bulk
(KOZEL et al, 2011).

Purchase process happening on business marketsy isomplicated since there is a great influence of
several groups of associates such as the purchasgors, product users, final decision-making
influencing factors, purchasers themselves andeabtbthe decision-makers who are actually the most
important in this whole process (without them tla@sactions cannot be made).

Therefore it is very essential for any companyigiggting in business market to be perfectly avadre
their customer needs and then be able to creatdeaetbp a long-term mutually beneficial relatiapsh
with them (VILAMOVA et al, 2011).

4 SELECTED DEVELOPMENT TRENDS IN THE FIELD OF META LLURGIC
COMPANIES’ MANAGEMENT

In the previous chapter the key differences ofriess markets were established. There are new trends
in the metallurgical industry that are directlyateld to those differences. The business succdhssin
competitive environment depends very much on efficy and flexibility. The tense economic situation
forces metallurgical companies to change the petispeof the strategic management and use new
opportunities for marketing, management, busingsgtation, networking and offshoring.
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a) Marketing trends

The key aspect on all markets is nowadays the mgstsatisfaction, which is more and more
demanding. This fact brings the need to use thkcapipn of those marketing tools which will change
and adapt according to the target customer, gnodprearket.
The fundamental characteristic of the contempoeaey of the world’s economic development is
dynamic globalization. There are other new factdifscting the success of firms operating in busines
markets, such as:

* Monitoring and consequential use of comparativeaathges,

» Use of interactivity of economical subjects suppaitby modern technologies,

» Absolute necessity to focus on customer value,

* Monitoring and use of new integration trends inmeking, strategic alliances etc.

The only company that can succeed within the catigretin the global market is the one that can

understand the needs of its customer in the whobeeps of development, production, sales,
implementation and use of products. This basicragBan of success of the industrial enterprise is
based on specifications of business markets ameqlatrong demand for differentiated approach to
individual firms/customers through market segmémeaand rigorous principles of relational marketing

(MUDAMBI et al, 2009).

b) Selected trends in management

Specific nature of leadership tasks and respoit&bilemphasise the need of structured tool for
leadership competence management. Specificallpresil leaders will represent advantage for
organizations (VUKOW et al, 2011).

Within the new trends in company management we reantly come across a new term: compliance.
Growth of legal regulation, its high complexity aspkecialization, as well as requirements for eigeert
and narrow professional knowledge, along with tfierts to prevent breaches of generally binding
legal regulations to ensure consumer protectiomkehd&ransparency and equal competition, led to the
creation of compliance function as an integral elethof control system of various companies from
many different fields.

This is an effort to find ways to transparent cdeme with the law in practice and extension ofcsth
in society and especially in the corporate sector.

The fundamental function of compliance is secuangd control of activities, and compliance espegciall
of the corporate subject with generally obligatdéegal regulations. Within this established legal
framework the compliance officer search for optis@ltion for each business plan and minimize the
following risks: regulatory (sanctions), reputati@eputation damage) or other nature. Complianee is
new function and its importance and economic beneét only for the business, grow in proportion to
the increasing legislative requirements and conifglexf legal regulations in various fields. This
function represents extensive economic contributidousiness in the field of prevention, searcliang
new approaches and everyday decision-making.

The compliance officer position is therefore higlcational and very much appreciated. Preventive
management of compliance is the assurance in geeafdiability risk of the employees. In the long-
term view it leads to the business value optimiratiApart from that the compliance management
prevents the damage of strategic advantages irecbromic competition (METAL BULLETIN,
2013).
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c¢) Consolidation and networking opportunities

The corporate sector is making all the efforts eximize the productivity and minimize the costs. It
seems that the consolidation is inevitable. Thadege Nippon Metal Industry recently announced that
its division will fuse with the same division of$¢hin Steel. There is also a rumour about conspscuo
alliances of the European producers or joint vestf European and Asian enterprises. One of the
other ways to achieve greater competitivenessamlibbal business market is the networking orregtti
up alliances and acquisitions. These modern fofrimtegration are the most important issue of today

So far it appeared that the basic function of thgses of cooperation is strategic joint venturesnaall

and middle companies in the context of threatsietiton impending form larger enterprises. Results
of EQS modelling suggested that shared vision a@mburce sharing among network members
significantly benefited members' businesses, aatlttiese benefits were associated with generalized
perception of the advantages of network memberahgb also positively affected members' future
participation plans, thus furthering the likelihaaithetwork continuance (MILLERt al, 2007).

The networking is becoming quite strong in the thewy industry in order to use the synergic effect
competitive advantages in the partner network, ymutner's market knowledge, etc. Industrial firm
boundaries are dynamic, changing with every nevaraé or acquisition. As boundaries evolve,
managers must develop organizational structureseffectively leverage knowledge (MUDAMBit
al., 2009).

At present the industry that use networking in thest profitable way is the automotive industry,

however, the metallurgy is another field where ¢hefforts can be effectively used. The largest
independent wholesalers/service groups such a&¢hman Kloeckner & Co. are growing into huge

acquisition and create large international multtahelistribution and service networks. Large steel
traders, such as Stemcor have also made stratgisigions of wholesalers and service centres this
year (METAL BULLETIN, 2013).

d) Offshoring

The use of offshoring is another tool of moderniress. It has been very much used to lower the
operating costs of the industrial enterprises tiegufrom placing part of the business on a diffiere
continent. The reason for transferring some ass/iébroad is mostly the cheaper labour, but itb@an
also foreseen as the effort to get closer to ttetomers. In the field of industrial production gt i
possible to offshore almost every activity abroad.

CONCLUSION

Within the world’s economy the metallurgy indugttstys an important role: as the major industrg it i
placed at the beginning of the industrial valueirthia many key sectors and thus creates a decisive
contribution to international competitiveness. Stmmpanies with more than 3,5 million employees
generate an annual turnover of 900 billion eurbe flture starts with steel. Whether in the autoraot
sector, engineering, energy industry or the elaatsathe new steel and manufacturing technologies a
the basic presumptions of innovative capacity amngess.

A key aspect of the present in all markets hasrbedie need of the best possible satisfactioneof th
needs of customers whose requirements keep growid. fact incites the necessity to apply such
corporate marketing tools which will develop andyvaccording to who is their target customer and,
therefore, in which market they are applied.
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This paper presents the results of resources ewaiua the modern management trends application in
the field of metallurgy, including the identificati of specific areas of metallurgical companiethin
context of a differentiated approach to the rol¢hef customer as a potential positive competitisene
factor.
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