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GAME-
CHANGING
IDEAS

By Jena McGregor
llustrations by Christoph Niemann

‘THERE IS
NO

WORE NORMAL

Breakthrough
management ideas for

a world in which the game
will never be the same

John Chambers knows what it feels like to survive a crash. In 2000, Cisco
Systems had the largest market cap in the world and more than 50% annual sales
growth. Then the dot-com bubble burst, and the Cisco chief executive watched
the networking giant’s stock drop 86%, from 80 to just over 11 by September
2001. Chambers laid off thousands of employees, shrank the number of suppli-
ers, and simplified or jettisoned many products. He also radically changed the
way he managed, turning a command-and-control hierarchy into a more dem-
ocratic organizational structure. The company emerged from that recession
more profitable than ever and went on to outperform many tech rivals. In ret -
rospect, Chambers wonders if he could have done even more. “Without excep-
tion,” he says, “all of my biggest mistakes occurred because I moved too slowly.”

The challenge for many business leaders is figuring out what moves to make
now. Whether you see signs of life in the economy or think the worst is yet to
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doing nothing beyond hunkering down simply isn’t an option.
“I feel like I'm sitting in the middle of a railroad track,” says
Davis. “Standing still is how you kill the company.”

Consider the approach taken by Gerard Kleisterlee, CEO of
Royal Philips Electronics. While his company has long sold its
health-care equipment, lighting, and electronics in develop-
ing countries, Kleisterlee is shifting more people, advertising
dollars, and research to developing regions this year. In addi-
tion to cutting costs, the hope is that the benefits will trickle
back to Europe and North America. Ashe putsit: “We'relook-
ing at opportunities tobring some of what we have [developed
for] emerging markets” to the rest of the world.

With U.S. and European markets in deep freeze, companies
are even more interested in tracking market trends inemerging
economies. About ayear ago, MasterCardlaunched aprocessit
calls “dynamic strategy” It created seven global networks that
study developments such as technology, consumer behavior,
and business spending. The heads of each network present
their findings at twice-yearly forums attended by Master-
Card’s top brass. Already, the initiative is helping executives
understand the impact of developments such as payments by
cell phone. “Normally those smaller markets get pushed to the
side,” says Senior Vice-President Randy Shuken, who oversees
the project. Even simple technology solutions, he explains,
“could affect our industry fundamentally.”

WORKING WITH OUTSIDERS

Asthe old methods fall short, executives need to bring a wider
array of skills and backgrounds to the table. Companies are
testing fresh methods to develop global leaders while tapping
innovative collaboration tools and social networks to speed
up productivity and decision-making. Perhaps no company
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Read, save, and add content on
BW'’s new Web 2.0 topic network

What Matters Now |
Management consulting firm McKinsey has launched an
online site called “What Matters" that assembles essays m
from smart thinkers on topics ranging from innovation to
globalization. Read why Google CEO Eric E. Schmidt

thinks companies need to “collaborate or perish;’ what

Stanford professor Jeffrey Pfeffer says will come “after the
corporation;’ and why Craigslist founder Craig A. Newmark

thinks we're headed for a “participatory technocracy”

To check out McKinsey's new site, go to http://bx.
businessweek.com/management-ideas/reference/

has done more in this vein than Cisco. As part of his move to
democratize management, Chambers set up a new hierarchy
within the company. “Councils” are teams of executives who
make decisions on $10 billion opportunities. “Boards” consist
of executives who have authority to make calls on $1 billion
bets, and “working groups” are organized to deal with a spe-
cific issue for a limited period of time. Chambers—who typi-
cally isn’t involved in the decisions—believes his approach is
a path others will need to follow. “When you have command
and control by the top 10 people, you can only do one or two
things at a time,” he says. “The future is about collaboration
and teamwork and making decisions with a replicable process
that offers scale, speed, and flexibility.”
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SCENARIO
PLANNING

The practice
involves envi-
sioning multiple
future events and
developing plans
for responding to
them. Shell first
experimented with
scenario planning
in 1967, helping

it navigate the

oil shock of the
1970s.

360-DEGREE
REVIEWS

Getting feed-
back from peers,
managers, and
underlings may
be the scourge

of time-strapped
managers. But
when companies
first adopted these
reviews (DuPont
was first in 1973),
they were seen as
a leap ahead.

SIGMA

Invented at Mo-
torola, the process,
designed to
reduce defects and
increase efficiency,
is most associ-
ated with General
Electric. Widely
used today, the
jargon-laden tool
has been the butt
of recent jokes on
TV sitcoms such
as 30 Rock.

OUTSOURCING

While the practice
of hiring outside
tech services
dates to the
1960s, outsourc-
ing took root
later. In 1989, IEM
landed a deal to
manage Kodak's
data-processing
needs. By the
1990s, much of
that work started
moving offshore.

REENGINEERING

Technically
defined as a radi-
cal rethinking of
processes, the fad
was often associ-
ated with the lay-
offs it spurred and
with consultant
Michael Hammer,
who cited Ford in
his 1990 article
“Reengineering
Work: Don't Auto-
mate, Obliterate”

OPEN
INNOVATION

Many companies
are ditching fears
of “not invented
here” Instead, they
are buying or li-
censing inventions
and collaborating
with companies
and custom-

ers. Procter &
Gamble aims to
capture half of its
innovations from
outsiders.
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GROWTH

EMERGING

By Reena Jana
Photograph by Kiyoshi Togashi

This month, General Electric’s health-
care division will begin marketing a first -
of-its-kind electrocardiograph machine
inthe U.S. Although packed with the lat-
est technology, the battery-powered de-
vice weighs just six pounds, half as much
as the smallest ECG machine currently
for sale. It will retail for a mere $2,500,
an 80% markdown from products with similar capabilities.
But what really distinguishes the MAC 800 is itslineage. The
machine is basically the same field model that GE Healthcare
developed for doctors in India and Chinain 2008.

As such, the diagnostic tool exemplifies a way of thinking
that may be ideally suited to dealing with the widening re-
cession: creating entry-level goods for emerging markets and
then quickly and cheaply repackaging them for saleinrich na-
tions, where customers are increasingly hungry for bargains.
The term for this new approach is trickle-up innovation.

The process turns conventional product development on

TRICKLE-UP
INNOVATION
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INSPIRATION
FROM

ECONOMIES

Innovation used to trickle
down to developing markets
fromrich countries. But the
flow can go the other way, too

its head. Over the years, multinationals have prospered by
turning out premium-priced products for the world’s afflu-
ent. Rather than also designing products for poorer people
elsewhere, many businesses found they could simply pass
yesteryear’s models down, as if they were unloading fleets
of used cars. Lately, big companies such as Microsoft, Nokia,
and Procter & Gamble are discovering that they can profit by
targeting the world’s masses first. And they can score again by
selling these low-priced products elsewhere.

“The dominant logic holds that innovation comes from the
U.S., goes to Europe and Japan, then gravitates to poor coun-
tries,” says C.K. Prahalad, a strategy professor at the University
of Michigan’s Ross School of Business and author of The For -
tune at the Bottom of the Pyramid: Eradicating Poverty Through
Profits. “But now we're starting to see a reversal of that flow

This topsy-turvy approach could even stir demand inmar-
ketsthat seem tapped out. GE Healthcare dominates the mar-
ket for big-ticket diagnostic machines, selling 34% of ECG
machines now used in hospitals and clinics in the U.S. While
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TALENT

As data mining makes it
to HR, sophisticated math
can help determine each
employee’s value

WORKER

The chart looks like colorful pop-art
doughnuts flying through space. The
message, though, is anything but playful.
Based on amathematical analysis of work
at anundisclosed Internet company, each
circlerepresentsanemployee. Those who
generate or pass along valuable informa-
tion withinthe company are portrayed as
large and dark-colored. And the others? “On a relative scale,
they don't add a hell of a lot," says Elizabeth Charnock, chief
executive of Cataphora, the Redwood City (Calif.) company
that carried out the study for a client. The upshot for manag-
ers faced with a mandate to downsize: Small and pale circles
might be a good place to start cutting.

For most of its eight-year history, Cataphora has focused
on digital sleuthing. The company hunts for statistical signs
of fraud. But in the past few years, Cataphora has been dis-
patching its data miners into a new market: statistical studies
of employee performance.

PREDICTIVE
ANALYTICS
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By Stephen Baker

llustration by Kate Banazi

HOW MUCH
IS THAT

WORTH?

The trend, though early, is unmistakable, and it extends far
beyond Redwood City. Number crunching, a staple for decades
in the gquantifiable domains of engineering and finance, has
spread in recent years into marketing and sales. Companies
can now model and optimize operations, and can calculate
the return on investment on everything from corporate jets
to Super Bowl ads. These successes have led to the next math
project: the worker. “You have to bring the same rigor you
bring to operations and finance to the analysis of people,” says
Rupert Bader, director of workforce planning at Microsoft.

Such a mission might have been laughable a decade ago. But
as the role of computers in the workplace expands, employ -
ees leave digital trails detailing their behavior, their schedule,
their interests, and expertise. For executives to calculate the
return on investment of each worker, their human resources
departments are starting to open their doors to the quants.

Master Burnett, managing director of HR consultancy Dr.
John Sullivan & Associates, estimates that only 1% to 2% of
large corporations have begun harnessing analytics to evalu-
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LEAN
AND MEAN
GETS

More manufacturers are
cutting costs by producing
only what they know will sell

When surgical device maker Conmed
decided in 2007 to streamline produc-
tion, executives explored the usual op-
tions. The Utica (N.Y.) company could
ship more manufacturing to China. Or it
could invest in automation.

Conmed chose a third path instead: It
completely overhauled its production.
Long assembly lines at its 600-worker Utica plant have given
way to compact U-shaped workstations. Piles of plastic boxes
stuffed with enough parts to last weeks have been replaced by
just a few bins containing the exact number of parts needed.

No longer do workers furiously crank out products that
languish in warehouses. Instead they build only as many as
customers need at the time. Conmed calculates that every go
seconds hospitals worldwide use one of its disposable devices
for inserting and removing fluids around joints during ortho-
scopic surgery. So that’s precisely how long it takes for a new
one toroll off its assembly line. A growing number of products,

ON-DEMAND
MANUFACTURING
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NEW
IDEAS

FOR
PARTNERS

EXTREME

By Pete Engardio
Photograph by Brad Trent

such as instruments for cutting bone, are assembled only after
hospitals place orders. “The goal is to link our operations as
closely as possible to the ultimate buyer of the product,” says
David A. Johnson, vice-president for global operations.

Leanmanufacturing —producing goods with minimal waste
of time, materials, and money—was pioneered by Japanese
companies such as Toyota Motor decades ago. Now a growing
number of U.S. businesses are trying a more extreme form of
lean. Besides making factories superefficient, they are gear-
ing output to current demand rather than three- to six-month
forecasts. “We're seeing a precipitousrise in companies adopt -
ing areligious commitment to producing only what they know
will sell,” says William A. Schwartz, managing director for
business development at TBM Consulting in Durham, N.C.,
which shapes make-to-demand strate-
gies for producers of chemicals, building
materials, and packaged foods.

In capital-starved times, companies
canill afford to tie up cash by letting parts

Global operations
chief Johnson
with employees at
Conmed's Utica
{N.Y.) plant
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An open letter from Las Vegas.

Recently, a prominent financial firm canceled a meeting in Las Vegas and moved it to another city

because of the perception that Las Vegas is a "fun” trip or an unwarranted extravagance.

We admit, Las Vegas is more fun than any other place on the planet. Guilty as charged. However,

serious business is done here every day.

Las Vegas has been the No. 1 destination for meetings and conventions for many years now. We have

more meeting space, more convention space and more hotel rooms in a concentrated area than any

other destination in the world. It's the perfect infrastructure for successful meetings.

There were more than 22,000 serious business
meetings here last year alone. And don't forget

the impressive list of conventions held here like the
International Consumer Electronics Show (CES),
hosting the latest innovations in electronics; MAGIC,
the preeminent trade event in the international fashion
industry; and the National Association of Broadcasters,
whose convention alone creates $68.6 billion in

commerce worldwide?

The tourism industry isn’t the only engine that keeps

the men and women of Las Vegas working. Conventions
and meetings account for a large percentage of the
travel here. And like most of America, jobs are in

the balance.

Facts:

Las Vegas is home to three world-class
convention facilities totaling 6.7 million square
feet, with an additional 3 million square feet of
meeting space at individual properties.

The city hosted 22,454 conventions and
meetings that attracted more than 6 million
business people and conventioneers in 2008.

It accounted for an economic impact of $8.5
billion, employed more than 46,000 Southern
Nevadans (75,000 with indirect employment),
and represents close to 15 percent of the city’s
total visitation.

Don't get us wrong. We don't think taxpayer dollars should be spent for any unnecessary expenses.

But at a time when America is getting back to basics, there is no room for playing the perception game.

Las Vegas has been doing business for decades and has the track record to prove it. That's the reality.

If you're looking for places that are less fun than Las Vegas, you could find them easily. Close your

eyes and point at a map. If you're looking for a destination that has the chops for business, check out

the facts.

Sincerely,

Las Vegas

*Source: National Association of Broadcasters

ONLY)
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Paid for by the Las Vegas Convention and Visitors Authority
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