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® Lower barriers to entry and exit
® Ideas and techniques are quickly copied
® Commercial “inertia” is lessened
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More people, better educated and intensely connected together...
[

® Intensified interaction.
o Intensified competition
® Pursuit of best practice.
® Increased complexity.
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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

A study of 231 multi-nations, 2005
Firms with two managerial styles
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McKinsey undertook an analysis of costs in 100,000 industrial units
Three dimensions explain most of the variance in cost performance:
® 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.

For example, here are chemical industry units in Houston, Texas:
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McKinsey undertook an analysis of costs in 100,000 industrial units
Three dimensions explain most of the variance in cost performance:

® 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.

For example, here are chemical industry units in Houston, Texas:
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McKinsey undertook an analysis of costs in 100,000 industrial units
Three dimensions explain most of the variance in cost performance:

® 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.

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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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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Commoditisation

Renewal
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