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“The New Game”

New Workforce
New Society

New Markets

New Organizations
New Technologies
New Work

New ldeas

New Demographics

New Commodities
New Customers
New Opportunities
New Politics

New Information
New Direction
New Processes
New Protectionism




The Changing Nature of the Firm

 Why Do Firms Exist?
— Theory and Reality

» What Does “The New Game” Look Like?
— Objectives, Strategies, Rules, Scoring

 Is Your Firm Ready to Play?
— Coaching, Conditioning, Teamwork

Why Do Firms Exist?

e Ronald H. Coase

e “The Nature of the Firm,”
Economica, November 1937

e The answer lies in the
existence of transactions
costs.




Information is Everything
(The Internet Changes Everything!)

» The Global Economy is characterized
more and more by...

—-BETTER!!
—FASTER!!
—CHEAPER!!

« especially true for anything that is a commodity

CPI Inflation: Core Commodities and Services
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What Does “The New Game”
Look Like?

Ideas + Technology + Information = The New Game
(Better) (Faster) (Cheaper) (Real-Time Economy)

But is this really anything "new""?

Forbes 100 List, 1917-1987

outperformers
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underperformers
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survivors
21%

dead
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To achieve excellence, YES!




The Supply Chain
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What Can SCM Do for Your

Business Enterprise?

» Reduce Costs

— lower transaction costs

— lower inventory

— lower transportation costs
* Increase Revenues

— higher order fill rates

— reduced decision cycle times
» Boost Productive Efficiency

— streamlined processes

— automated optimization programs




The Benefits of Real-Time
Information

« Tighter Inventory Levels
 Increased Efficiency

e Reduced “Bullwhip Effect”
— Production ~ Actual demand

Better Inventory Control
Durables Inventory-to-Shipments Ratio

Source: U.S. Census Bureau
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Better Inventory Control
Durables Inventory-to-Shipments Ratio

Source: U.S. Census Bureau
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Inventory Buildup Not as Severe in Recent Recession

Inventory Buildup,
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Increased Effeciency
Production Growth Volatility is 43% Lower
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Reduced "'Bullwhip Effect™ for Durables
Production Growth Volatility Closer to Sales Growth Volatility

Standard Deviation,
10-Year Moving Average
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I’'m Next?
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Do These SCM Improvements
Translate into Macroeconomic Pains?

» Globalization

— jobs, jobs, jobs

— outsourcing

— integration (markets, technologies, nations)
» Perfect Competition

— increased competition and opportunities




T HAVE sOME

E-mail: SCOTTADAMS@AOL.COM

{WE OUTSOURCED OUR)
| CUSTOMER-SERVICE |
FUNCTION TO INDIA

A FEW YEARS AGO.

- [ APPARENTLY , THEY }
| SUBCONTRACTED THE
JOB TO MEXICO.

THEN MEXICO SUB-
CONTRACTED TO
VIETNAM, WHO SUB-
CONTRACTED TO THE
PHILIPPINES. ..
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(.. .LHO SUBCON-
TRACTED IT TO US.
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IT TURNS OUT THAT
WE'RE THE LOWEST-
COST PROVIDER,
BECAUSE WE LIE
ABOUT OUR HOLD
TIMES.

IN SUMMARY , WE
PAY OURSELVES TO
HOSE OURSELVES.

www.dilbert.com

ARE YOU
THINKING

WHAT IT'M
THINKING?

WE SHOULD
RAISE OUR
PRICES?
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How Quickly Do Jobs Recover After Peaking?

Percent change from peak month

=& Average of Previous 6 Downturns (excluding 1980)
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How Quickly Do Jobs Recover After Peaking?

Percent change from peak month
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Turnover in the US Labor Market
(Private Sector)
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Turnover in the US Labor Market
(Private Sector)
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Thousands, SA

Turnover in the US Labor Market
(Private Sector)
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Creative Destruction

 Specialization and Customization
— importance of transactions costs

Do What You Do Best, Trade for the Rest!
— Dell, Wal*Mart, Toyota

 Systems Thinking

No Pain...No Gain!
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A "Job-Less™ Recovery or a "'Productivity-Led" Recovery?

Productivity Index, Peak
quarter of employment = 100
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A "Job-Less" Recovery or a "Productivity-Led" Recovery?
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8,000 | services, research, development, testing, management consulting, public
7.000 4 engineering, installation, maintenance, equipment repair, medical, and
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US Firms Export Far More BPO Services Than They Import

Millions of $
9,000 - 8500

Includes the following services:

Advertising, computer & data processing, database & other information

relations, legal, construction, engineering, architectural, mining, industrial

film/tape rentals

US Exports of Business/Professional/Technical Services
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Source: Bureau of Economic Analysis

Do These SCM Improvements

Translate into Macroeconomic Gains?

» Greater Economic Stability

 Increased Productivity

e Lower Inflation
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U.S. Real GDP Growth Has Become More Stable

SAAR, % change

16% -
Note: For each period, 1959-1983 and 1984-2003, horizontal lines
represent the average (middle line) and plus and minus one standard
deviation from the average.
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More Than 86 Percent of Reduced GDP Volatility From Three Sectors
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Productivity Growth Has Risen
5-year (annualized) (Output/Hour, Non-farm Business)

growth rate
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Is Your Firm Ready to Play?

» Knowledge
— key scarce resource
* Routine vs. Non-routine
— work smarter, not harder
e Consumers Rule!
— Create “experiences”

19



Conclusions

» Think Globally, Act Globally
— better, faster, cheaper

Do What You Do Best, Trade for the Rest!
— specialize and trade

e Getin The Game
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