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The Long View

William D. Green
Chairman & Chief Executive Officer
Accenture

High performance in navigating a downturn

The steep downturn in the global economy continues to
dominate my conversations with CEOs and government
leaders around the world. The effects of the downturn are
far-reaching, touching virtually every person in every
organization in some way.

Leaders today are challenged to adapt to an environment
that seems to change on a daily basis, and seldom for the
better. The pressure to reduce costs, operate more effec-
tively and stay a step ahead of competitors is more intense
than ever. For many organizations, where the immediate
objective is simply to survive, the right response is, of
course, anything but “business as usual.”

This issue of Outlook addresses the downturn from

a number of perspectives. We explore the future shape
of capital markets in the wake of the credit crisis and
the new role of private equity financing. We examine
the recent failures of risk management and the changes
required to avoid repeating mistakes down the road.

This issue also looks at key forces for economic recovery.
One particularly timely article discusses recent consumer
behavior and analyzes the changing dynamics of spend-
ing. Another article deals with workforce management in
a slow economy and the importance of having the right
talent in place to help ensure that a company emerges in
a more competitive position.

At Accenture, we have forged our strongest client relation-
ships not in easy times but in times of challenge. Therefore,
our most important agenda item is to remain relevant
and responsive to our clients as they chart their course
for the future. For example, we are working closely with
our clients on rapid and sustained cost management,
customer acquisition and retention, operational excel-
lence, and effective merger and acquisition planning
and integration. And we are leveraging our experience,
instincts and insights from previous economic cycles to
help our clients make decisions, for today and tomorrow.

No one can predict how long the current downturn will
last or what the economic landscape will look like in
recovery. | am encouraged, however, that most leaders

I speak with still have the horizon in their sights as they
focus on opportunities to improve and innovate on behalf
of their customers and stakeholders. In other words, they
are continuing their pursuit of high performance.

I hope the ideas in this issue of Outlook resonate during
your own journey and are also a source of inspiration
as you continue to navigate through the downturn,
and beyond to brighter days.
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We work from a broad editorial palette at Outlook.
Each table of contents reflects our mission to identify
and explore the most pressing issues facing today’s
business and government leaders across a range of
topics—from strategy to talent management to infor-
mation technology.

As this issue’s table of contents began to take
shape, I was struck by the fact that the 10 articles,
selected and assigned separately, were, in fact, all
key elements of two larger and interconnected
themes: the transformative impact of the current
economic downturn and the rapidly changing shape
of globalization.

Take consumer behavior, for example. One of the
articles offers an in-depth look at how the volatility
in discretionary spending brought on by the down-
turn is forcing retailers around the world to rethink
everything from marketing to pricing. Another article
looks at ways companies can use the economic slump
as an opportunity to refashion their organizations
with the capabilities and people that can make their
organizations more competitive. And two pieces—
one on the capital markets, the other on private
equity—examine the fallout from the financial crisis
and how it will affect the way companies raise money
in the future.
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These changes and adjustments also represent
integral parts of the latest phase of globalization,

in which competition in a multi-polar world is being
waged in a number of crucial arenas, including
consumption, talent and capital. “High performers
are writing a new playbook for globalization,” note
the authors of an article that outlines three broad
strategies for withstanding the short-term disruption
of the downturn while laying the groundwork for
long-term growth.

Competing successfully and ultimately achieving
high performance begins at the ground level with
an effective global operating model, a subject
addressed in a companion article. And as shown
by another piece, perhaps no country illustrates
these themes more starkly than China: Although
its companies are being battered by the recession,
the country remains a central player in the
global economy.

These are not short-term responses to the downturn. From
capital markets to risk management, from talent man-
agement to consumer spending, they herald permanent
changes in the way the world does business.

David Cudaback
Editor-in-Chief, Outlook



On the Edge

Everything elastic

Kishore S. Swaminathan
Chief Scientist
Accenture

What if your business processes

and capabilities—your IT, workforce,
R&D—were in essence elastic, able
to stretch, change and expand at
will and weather just about any
global economic storm? Now imag-
ine the impact this could have on
your company’s performance.

Traditionally, organizations have
been isolated islands, with fixed sets
of business capabilities determined
by what they can do on their own,
within their own organizational
boundaries. Expansion typically
meant significant capital outlays for
building new factories, entering new
businesses or geographies, upgrad-
ing and expanding IT.

Such organizations are inherently
reactive. Less demand? Factories
reduce shifts, workers are furloughed
and expensive capital equipment goes
underutilized. A spurt in demand is
often met by a shortage of products,
disruption of services, unhappy cus-
tomers, frantic hiring and impulsive

capacity building. In fact, one could
argue that any successful business
today is by definition less than ef-
ficient, because its success is predi-
cated on overcapacity to meet peak
demand, which also means under-
utilization of resources—particularly
capital-most of the rest of the time.

The invisible hand

Slowly but surely, the invisible hand
of information technology has been
blurring the boundaries between or-
ganizations to the point that business
capabilities have now started to spill
across organizational boundaries.

To be sure, the phenomenon itself is
not new. In the past, companies have
shared business capabilities through
various special arrangements such
as alliances, trading agreements and
industry consortia.

What’s new is that IT is now
making it possible for business
capabilities to cross organizational
boundaries at an industrial scale.
This has enormous consequences
for companies and indeed for the
very fundamentals that govern
the economics of business.

When organizations can effectively
and efficiently share business
capabilities, a series of things begin
to happen. First, companies need

to plan only for average demand
and can offload excess demand

to a third-party provider on an
as-needed basis, with the hope
and promise that the provider can
gracefully and seamlessly augment
the company’s capabilities. Second,
much of the unpredictable or variable
demand moves from a fixed or capi-
tal cost to a variable or operational
cost on the balance sheet.
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High-Performance Business

Global leadership

These business leaders also told us what changes their companies made to the

have foreign board members,
and, based on their responses,
that proportion should rise to

91 percent within three years.
The comparable figures for low
performers are 71 percent (now)
and 77 percent (in three years).
In addition, more high perform-
ers than low performers have set
up board-level groups of advisors
to gain international perspectives
(61 percent versus 49 percent).

A global mindset can be incul-
cated in a variety of ways beyond
the composition of the leadership
team. For instance, nearly two-
thirds of high performers—com-
pared with fewer than half of low
performers—run leadership train-
ing programs to deepen under-
standing of cultural differences.

As an offshoot of its “innovation
academy,” one major European
insurer runs a one-year training
course for 25 senior and middle
managers. The program relies
heavily on fieldwork—visits to
NATO headquarters, for example,
or the London Stock Exchange
and major corporations—to enable
the course participants to see
firsthand how other organizations
confront the kinds of challenges
they face and to help them iden-
tify sources of value creation and
begin to apply what they learn to
opportunities for the company.
The program also aims to foster
critical and creative thinking at
all levels of management across
the group.

composition, structure or operation of their leadership teams in response to globalization.

Run leadership training programs to

deepen understanding of cultural differences

Require international experience for
promotion to leadership positions

Set up board-level advisory/expert groups

to input international perspectives

Source: Accenture analysis
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Accenture’s latest research confirms that high performers everywhere
tackle globalization in very different ways than yesterday’s multinationals.
They don’t think only in terms of product exports or the leverage of local
partners. Rather, they deliberately create clear geographic options, embed
themselves deeply in local business ecosystems, and build operating
networks that enable people, processes and ideas to flow easily around
their global operations.

There can be no one true path for success in a globalizing world, of
course. But the contours of a new approach are now evident. The strategic
playbook for globalization shows how to navigate those contours. It’s
now up to business leaders to read it.

About the authors
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How to organize
for the new realities

By Stéphane Girod, Michael V. Peterson and Joshua B. Bellin

22 www.accenture.com/Outlook



A well-chosen global operating model is critical to growth in today's markets.
What a model emphasizes, however, is likely to vary with a company's
goals, experience and home-country origins. Here's how two successful
emerging-market multinationals are executing their global strategies, with
important insights for both developing- and developed-market companies.



High-Performance Business ||

24

www.accenture.com/Outlook

“Are we properly organized and aligned to execute our
strategy across geographic borders?”

“Do we have we the right mix of global scale and local
responsiveness?”

These are among the difficult questions more and more
executives are asking as they organize to meet the new
realities of doing business in a multi-polar world. Indeed,
a recent Accenture survey revealed that 95 percent of senior
executives in multinationals headquartered in developed
markets worry that their companies don’t have the right
recipe for managing (or extending) their global footprint.

In past decades, the prescription for going multinational was
relatively straightforward: Grow from a solid foundation in
one’s home country and replicate well-established rules and
processes across a larger geographic area. Adapt to local
conditions but resolve conflicts in favor of the home-office
culture. Reduce complexity by maintaining a relatively
homogeneous leadership team.

More recently, however, the playing field has changed.
Developed-market multinationals now find themselves com-
peting with upstarts from emerging economies. Competition
in many industries is now truly global. Emerging-market
multinationals in automotive, IT and energy have gained

a significant presence in developed economies. Established
multinationals struggle to outfox nimble local competitors
in the consumer products sectors of emerging economies.

There seems to be a consensus sidebar, pages 26-27.) Makes
that an effective global operating sense—but how do companies,
model—the means by which exec- from developed and developing
utives coordinate a corporate cen- economies alike, create the right
ter with geographic units as they combination of global coordina-
pursue international growth—is tion and local responsiveness?
critical to successful growth in

a multi-polar world. (Accenture In a search for answers, research-
has developed a model consisting ers at Accenture’s Institute for

of four essential elements; see High Performance and profes-



sionals in the field have launched
an investigation into the prac-
tices adopted by emerging-market
multinationals, asking, in effect,
whether they have discovered a
different organizational formula
for the new global economy. In this
article, we report on findings from
extensive interviews with the top
leaders in two successful companies
(see “About the research,” page

29). What we found suggests that
there may be a new approach to
global organization—one in which
emerging-market multinationals
have valuable lessons to teach to
all global companies.

The new wave

At the heart of our research are the
leadership teams from two com-
panies regarded as exemplars of

a new wave of emerging-market
multinationals. One is an energy
and chemicals company that has
grown rapidly through success-

ful joint ventures. The other is a
telecommunications company that

has expanded through a strategy
focused on value-added services and
international diversification. (At the
request of both companies, we have
changed their names for the purpose
of this article.)

We found that despite differences

in industry and strategy, both of
these emerging-market multination-
als seek to maintain flexibility and
nimbleness even as they grow in
revenue, product diversity and orga-
nizational complexity. They follow
conventional wisdom, but only up
to a point. For example, as they ex-
tend their reach to new and distant
locations, they consciously intro-
duce standardization in the form of
business processes, technologies, or-
ganizational structure and metrics.
However, despite conventional wis-
dom, they place a high priority on
employee engagement, on collabora-
tive networks and personal ties, and
on active but dispersed leadership as
keys to the successful management
of geographic expansion.

EnerCo: Harnessing people power

EnerCo was founded as the na-
tional oil company of an emerging-
market country nearly 60 years
ago but has since been privatized.
In recent years, it has sought to
profit from its proprietary technol-
ogy by expanding internationally;
its preferred method has been the
joint venture. The company has
also developed a robust chemicals
business. Meanwhile, its oil and
gas and its chemicals business
units have each sought out their
own opportunities.

Extraordinary effort by its people
and a bullish, long-term-oriented
leadership are vital elements of
EnerCo’s story of growth and in-

novation on a global scale. Great
pride is taken in the can-do spirit
of its people—the optimism, tech-
nical competence, resourcefulness
and resoluteness born of the home
country’s pioneer heritage.

In interviews, executives expressed
this spirit in different ways. As one
put it, “People in our country don’t
like to be defeated by anything.”
Another explained that “you can
put our people in very difficult and
remote places, and they will make
things work.” As soon as a need is
identified, he added, “you will find
people across the company who will
start contributing or will make oth-
ers available to go and fix it.”
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Despite the company’s size and
global footprint, an entrepreneur-
ial ethos pervades the organiza-
tion. According to a company
veteran: “People go out there and
set up something and get started.

that spirit abroad, not impose it
through centrally issued directives.

Building trust
At the leadership level, the com-
pany has built the trust with host

And it’s mostly those who haven’t
done that before at all. Many don’t
have a full appreciation of business

governments and local partners
that is essential to business suc-
cess in a foreign country. EnerCo

process systems or anything like
that. And you see this ambitious
engineer with an attitude of ‘We
can do anything.’ ”

is also willing to go where others
are reluctant to invest, and even to
meet on partners’ home turf. “We
are prepared to invest where risk
is very high,” noted one executive.
“Places like Mozambique, Iran,
Nigeria and Papua New Guinea.”

Executives believe this attitude is
a great selling point to potential
partners because EnerCo doesn’t
hesitate to send its nationals
abroad to imbue foreign operations
with the same spirit and ethic.
However, they stress that home-
country expatriates must cultivate

According to another EnerCo
executive, a government minister
once complained to him that “when
I do business with Western compa-
nies, they don’t come to my coun-

What is a global operating model?

A global operating model is the vehicle through which a
company executes its business model and international
grOWth strategy. Business model
A core requirement of a global operating model is that it

enables multinational executives to coordinate operations

between the corporate center and the geographic business
units and to form an end-to-end strategic value chain.
Four organizational elements underpin these capabilities.
One element (leadership and people) is more intangible—or
“soft.” The other three elements (organizational structure,
processes and technologies) are more formal—or “hard."
Performance measures tie all aspects of the operating
model together (see chart at right).

Leadership and people. Leadership consists of the senior
team that substantially influences the organization and
serves as an example for how it should operate. Of par-
ticular importance to an operating model are an organiza-
tion's leadership style, its degree of diversity and the way
its leaders make decisions. As for people, the key aspects
are the company's approach to talent management, its
emphasis on employee engagement and the way it fosters

Organizational influences

Product

Route to market

e

Operating model

Strategic capability map

Design, sell Buy, make Transact, service
and market and distribute and collect

Support services

Execution element:

Leadership
& people

Performance measurements

networking. Also included is the organization's cultural
HEEE Soft element mmm  Hard elements

dimension—the beliefs and shared values that bind its
members together.

Source: Accenture analysis
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