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Strategic Planning:
Purposeful Renewal of the Organisation

Our program:

� The quickening pace of change
� Models of adaptation
� On renewing an organisation
� The infrastructure of renewal

� Managing for renewal
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� Technology and connectivity
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Our program:

� The quickening pace of change

� The commercial infrastructure

1989 1994 1999 2004 2009

Sinopec 
Procter & Gamble 
Petrochina 
Petrobras
Johnson & Johnson 
I&C Bank of China 
HSBC 
Gazprom 
Citigroup 
China Mobile 
China Construction Bank 
BHP Billiton 
Bank of America 
Apple 
American Intl Group 
I Bank Japan
Fuji Bank
Dai-ichi Kangyo Bank
Sanwa Bank
Tokyo Elect Power
Sumitomo Bank
Mitsubishi Bank
Philip Morris
Toyota
NTT
Pfizer
Merck
Coca Cola
BP-Amoco
Cisco
Intel
AT&T
WalMart
Shell Group
Exxon
IBM 
General Electric
Microsoft
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Our program:

� The quickening pace of change

� The commercial infrastructure

Expenditure $US bn 2008

S&L crisis
2009-12 Obama
stimulus plan 

2008 tranche of the bank 
bailout

Marshall 
plan

Louisianna 

purchase

NASA, less moon 

shot

Moon 
shot

Korean war

The New Deal

Iraq war

Viet Nam

Our program:

� The quickening pace of change

� The commercial infrastructure

Our program:

� The quickening pace of change

� The commercial infrastructure

New industrial model

Inputs and resources

End-user customers

Old industrial model

Inputs and resources

End-user customers

� Lower barriers to entry and exit
� Ideas and techniques are quickly copied
� Commercial “inertia” is lessened

Our program:

� The quickening pace of change

� The commercial infrastructure

Social issues
Competition policy
Intellectual property
Environmental concerns

� ‘Market externalities’ and regulation
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Our program:

� The quickening pace of change

� The commercial infrastructure
� ‘Market externalities’ and regulation
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� ‘Market externalities’ and regulation
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Our program:

� The quickening pace of change

� The commercial infrastructure
� ‘Market externalities’ and regulation

Logarithm of the ratio between the current situation 
to the probable long term sustainable limit
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Our program:

� The quickening pace of change

� The commercial infrastructure
� ‘Market externalities’ and regulation

2025

0.5 1.0 1.5 2.0 2.5 3.0 3.5

Brazil

India

FSU

EU-15

USA

China

Billions of tonnes of CO2 equivalent emissions

2000

Carbon dioxide



6

Our program:

� The quickening pace of change

� The commercial infrastructure
� ‘Market externalities’ and regulation
� Demographics and shifting power
� Technology and connectivity

Our program:

� The quickening pace of change

� The commercial infrastructure
� ‘Market externalities’ and regulation
� Demographics and shifting power

Northern America
Europe

Latin America

Asia

Africa

World population (billions)

3

6

9

1950 1975 2000 2030

Total world population

Population educated to secondary level

World graduate population

3

6

9

1850 1875 1900 1925 1950 1975 2000 2025

Northern America
Europe

Latin America

Asia

Africa

World population (billions)

3

6

9

1950 1975 2000 2030

Total world population

Population educated to secondary level

World graduate population

3

6

9

1850 1875 1900 1925 1950 1975 2000 2025



7

Percent of the population who are 
dependent through old age
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� The commercial infrastructure
� ‘Market externalities’ and regulation
� Demographics and shifting power
� Technology and connectivity
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What is an exabyte?

1 metre

1000 threads

1 megabyte

1 exabyte = 1 million million megabytes

one million square kilometres
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1700 planets

Volume of information produced per annum, exabytes
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� Intensified interaction.

� Increased complexity.

� Pursuit of best practice.

� Intensified competition

More people, better educated and intensely connected together…

Our program:

� The quickening pace of change
� Models of adaptation

The traditional “1990s” model

Manage costs and quality
Benchmark against the competition
Outsource highly defined activities
Cut back to anything that cannot be outsourced
Re-engineer activities and assign accountability

The traditional “1990s” model

Manage costs and quality
Benchmark against the competition
Outsource highly defined activities
Cut back to anything that cannot be outsourced
Re-engineer activities and assign accountability

Percent stock price 
growth, 1996-2005

Insightful, adaptive corporation

Metric-driven, “1990s” corporation

Firms with two managerial styles

Percent net income 
growth, 1996-2005

-200 0 200 400 600 800 1000

A study of 231 multi-nations, 2005
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Percent stock price 
growth, 1996-2005

Insightful, adaptive corporation

Metric-driven, “1990s” corporation

Firms with two managerial styles

Percent net income 
growth, 1996-2005
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A study of 231 multi-nations, 2005

Customer satisfaction

Process innovation
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Policy & strategy

Social impact

Percent relative contribution  to the achievement of  above-average 
rates of return by a firm relative to its industry, over ten years
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A study of 9000 firms: US, UK & Japan

� Clear roles for individuals, teams, processes.
� Compelling insight into the business environment, and responses to it. 
� Culture: fostering an environment that encourages openness, trust, challenge.

McKinsey undertook an analysis of costs in 100,000 industrial units
Three dimensions explain most of the variance in cost performance:

For example, here are chemical industry units in Houston, Texas:

wors
e

30 50 70 90

Business unit benchmark on three key measures

Unit underperformance of industry average operating costs

-2.0

-1.5

-1.0

-0.5

US$/unit output

� Clear roles for individuals, teams, processes.
� Compelling insight into the business environment, and responses to it. 
� Culture: fostering an environment that encourages openness, trust, challenge.

McKinsey undertook an analysis of costs in 100,000 industrial units
Three dimensions explain most of the variance in cost performance:

For example, here are chemical industry units in Houston, Texas:

� Clear roles for individuals, teams, processes.
� Compelling insight into the business environment, and responses to it. 
� Culture: fostering an environment that encourages openness, trust, challenge.

McKinsey undertook an analysis of costs in 100,000 industrial units
Three dimensions explain most of the variance in cost performance:

The traditional “1990s” model

� Manage costs and quality
� Benchmark against the competition
� Outsource highly defined activities
� Cut back to anything that cannot be outsourced
� Re-engineer activities and assign accountability

These models do not fit well together. 

1990s model: to reduce complexity and make routine 
as much as is possible. Adapt work practices to IT.

Alternative model: apply routines where they fit, but 
strive to embrace complexity and innovation.
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Pharmaceutical 
evaluation and design

Wide body passenger 
aircraft design

"Retrofit" large scale 
civil engineering

Investment
banking

World-class legal services

Peasant 
agriculture Textiles and footware

Commercialising 
computer games

Oil and gas exploration

Map making

Retail
banking

Plantation agriculture

Small scale building services

Making insulated wire

Petrochemicals

Complexity index
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1990s model: to reduce complexity and make routine 
as much as is possible. Adapt work practices to IT.

Alternative model: apply routines where they fit, but 
strive to embrace complexity and innovation.

These models do not fit well together. 

Tightly specified activities
Flat cost curves
Poor margins

Ill-defined potential
Dispersed cost curves

High margins

Complexity index
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Profit

Price

Sales volume

Unit cost

Firm A Firm B C D

Market size

Tightly specified activities
Flat cost curves
Poor margins

Ill-defined potential
Dispersed cost curves

High margins

Renewal

Price

Commoditisation

Firm A Firm B C

Market sizeProfit

Price

Sales volume

Unit cost

Firm A Firm B C D

Market size
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Renewal

Commoditisation

Selling price $2005
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Margin as % 
selling price
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Manufacturing cost $2005

Cost of a standard desktop computer, $2005

Renewal

Commoditisation

2010 Net margin % sales

2.0 4.0 6.0 8.0

Sun

IBM

Apple

Fujitsu

HP

Dell

Gateway

Lenovo

2.0

4.0

6.0

8.0

highest � service  � lowest

Net margin on sales, %

Renewal

Cost of gaining insight 

Cost of managerial oversight 

Lifetime project costs in manufacturing
(% share)

25

50
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100

India Germany USA

Cost of physical transformation

Intangible, unspecifiable
Dependent on insight
Fusion of many perspectives

Our program:

� The quickening pace of change
� Models of adaptation
� On renewing an organisation
� The infrastructure of renewal

� Managing for renewal



13


