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Managing instability

System
behavior

organization

Function mode

Leadership
requirements

Exact target definition

The knowledge to plan ahead
Precise realization of objectives
Factual motivation

¢ ¢ ¢ ¢ ¢

www.foehrenberg.at

Convincing idea (ermotion)
Process understanding
Step-by-step movement

High tolerance for uncertainty
Personal credibility




Environmental Complexity and Dynamics are the Price of
Connectivity

If you want to slow down the complexity  of a network, You have to
chose between three ways:

1. Reduce connectivity
. Either reduce # of connections or
. Increase # of nodes

2. Restrict development by law
3. Selective valuation by ethical decisions

Wollen Sie die Komplexit:
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THE COMING CONVERGENCE
OF INFORMATION,

BIOLOGY, AND

BUSINESS

They both work for Cap Gemini-E&Y
Center for Business Innovation in
Cambridge, Mass.

CHRISTOPHER MEYER Authors of,&cl?étérsé‘:ghe Age of

& STAN DAVIS CM is also principal of the BIOS group
associated with the Santa Fe institute

CERTER FoR RUSINESS INNOVATION

Asthors of Blar: The Speed of Change in the Connected Economy |




 So what we experienced in the past century, we will
experience as If it was the change of 20.000 years in
this century.

 We are facing two major economic forces:

1. The connected, instantly responding world has not just
accelerated — it's become more volatile. Now change is
both relentless and unpredictable.

This leads to a shift to ADAPTIVE MANAGEMENT .

. Molecular technologies, comprising biotechnology,
nanotechnology and material science are driving a new
wave of innovation and will power an economic growth
cycle comparable to the information economy.
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http://mitworld.mit.edu/video/266/

2005
Farrar, Straus and GIroux

Thomas L. Friedman ...

the Pulitzer Prize three times for his work at The New

York Times, where he serves as the foreign affairs
“]E wnﬂd Is F'at columnist. He is the author of three bestselling books;
From Beirut to Jerusalem (FSG, 1989). winner of the
National Book Award for nonfiction and still considered
the definitive work on the Middle East: The Lexus and
the Olive Tree: Understanding Globalization (FSG 1999);

Thnmﬂs L Frl Eﬂmﬂ" and Longitudes and Attitudes: Exploring the World

After September 11 (FSG, 2002). He lives in Bethesda,
Maryland, with his family

A HRIEF HISETORY OF
THE TWEMTY-FIEST CENTURY



Flattener #1: 11/9/89. The Fall of the Berlin Wall.
Globalization started. Wall between East and West
fell. The Walls came down and the Windows® i
came up.

Flattener #2: 8/9/95. The IPO of Netscape. First Web-
Browser available. New democratized access to
Information. Brought Internet alive. Triggered New
Economy Boom Bubble. The Broadband Fiber Optic
Calbles created the neighborhood with Bangalore and
Dalian.

Flattener #3:. Work Flow Software. Allows work to
flow. Connects different applications to each other.
Created Middleware. People can work with people on
more stuff than ever before..

Flattener #4: Open Sourcing. New forms of
collaboration.

Flattener #5: Outsourcing. Happened around Y2K.
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Flattener #6: Offshoring. Move a factory from A to B.
Happened with China joining the WTO.

Flattener #7: Supply Chaining. What Wal-Mart does.
Wal-Mart is Chinas 8th largest trading partner. 0
Making stuff is easy, supply-chaining is hard.

Flattener #8: Insourcing. What UPS does. “Your world '@
synchronized”. They take over your entire logistics.
Toshiba laptops being repaired by UPS.

Flattener #9: In-Forming. Google, Yahoo, MSN
Search. Search Machines. | can inform, collaborate
with data and information all with myself.

Flattener #10: The Steroids. Wireless, VVoice over the
Internet are Turbochargers.
* Digital
 Mobile
 Personal
e virtual
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]:m]i,L has had its ups and down since it achieved independence on

A 1

seust o 5. 1948 but jm soagne wavs it gughe e gemgnbered as the
lu S 4R A i RS R RRREd (RN RR R e

Untl recenithyv, India was what 1s known m the I::I;i!tLil]r-._; world as
“the sdkBesh himen e itaes et vd b ssondinad wivga Bn busi-
1E5"s — AINVR" L 5 . || 5 I P & | | ) | & I | lli‘!l?i.llg
mall after the fyst owner has gone bankrupt and its assets are being sold
T Bl - T Re: NN 2=\ "R L PV iy i)
e Balll IR Wiokd (SR WER:c cAaRdNyd RRE SN Wi
WEeTC L'I-:r:inj_{ to gt :_'Iunr'-ﬁiy. rich in arny endlessly :-xi}:lilulalrﬂ :||E|]L'I| -
verse —were theifil BRniEg R bd [LELL T I e BERubble burst, they
were left holding SR WORITN S DETNIC IV dRTERSR AT Stock. The Indians,
im eftfect, got to be the sex ond buves of the i_||:-¢_'!—1:]:1lL'H COMpanics
'hew dicdn™ achaallhv - OGF7 | = v st benehted from the

overcapacity in fiber optics, which ni€ant that they and their American

clients got to use all that cable practically for free
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Country

GDP
(Trillion $)

#%

Country

GDP
(Trillion $)

US

5,8

US

11,0

Japan

3,0

Japan

4,3

Germany

1,5

Germany

2,4

France

1,2

UK

1,8

Italy

1,1

France

1,8

UK

1,0

Canada

0,8

Spain

0,6
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o Assuming that
China keeps
growing at 8% p.a.
it will:

e Catch up with the UK
in 2007

 Catch up with
Germany in 2008

e Assuming
strengthening of the
RMB by a factor of
two after its float in
2005-08, its GDP
will:

e Double in $ terms

 Catch up with Japan
in 2008

* Become the number 2

economy in the world
by 2010




Reshapingthe
Global Economy

PERCENTAGE OF WORLD

GROSS DOMESTIC PRODUCT
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The Strengths and Weaknesses

China and India
have radically
different economic
models. But given
their relative
advantages and
flaws, both are
expected to deliver
very high growth

for decades

"BASED ON FINAMCIAL DISCLO-
SURES OF 132 TOP PUBLICLY
LISTED CHMEEE COMPANIES AND
214 TOF INDIAN COMPANIES
“*DATA FOR 2004 FISCAL YEAR
INCOMPLETE

India’s companies

are more profitable...
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China will remain the

manufacturing giant...
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..and its banks
are in better shape...
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Share in world GDP (at PPP)

(%)
Us 20.8 s 20.3 Us 19.0
EU 21.0 EL 202 EL 19,1
Asia 35.7 i; i Asia 30.5 Asia 43,2 ———————— %:_:"‘"
of which S ] of which of which ,_&. ;"r,l, = =]
China 13.7 (,f > China 16.6 thina 10.4 a8
India &2 i India 7.2 India 8.8 O
Japan 6.7 ‘ Japan &.0 Japana.5s | -
South Korea 1.8 2005 = South Korea 1.8 South Korea 1.9 2020 k
Russia 2.6 ———— ' T Russia 2.7 —| Russia 2.5 ——— \T
Latin America 7.7 \ Latin America 7.7 Latin America 7.6
Middle East and Middle East and Middle East and
Morth Africa 4.1 Morth Africa 4.2 North Africa 4.5
Sub-5aharan Africa 1.9 Sub-Saharan Africa 2.0 Sub-Saharan Africa 1.6
Other 6.2 Other 3.3 Other 2.5

Hote, The EU is axpectad bo have 28 states in 2010 and 33 10 2020,
Source: Economist Intelligence Linit,

What is purchasing power parity?

Comparisons at market exchange rates systematically overestimate the
incomes of rich relative to poor countries because non-tradeable services are
much cheaperin poor countries. Also, exchange rates fluctuate for reasons
that have little to dowith the purchasing power of a currency. Purchasing
power parity (PPP) weights are conversion factors that eliminate the
difference in price levels between countries. GDP at PPP thus measures the
volume of goods and services produced at a common set of prices.
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Alternative scenarios
(annualaverage rates of growth in real GOP, %)

Controlled globalisation 2011-20

. _— EU15
,<‘— EL25

LATIM AM ERICA

Globalisation in retreat 2011-20

. +4= WORLD
EU1E

EU2E

ASLA
LATIM AM ERICA

Globalisation sunk 2011-20

.= WORLD
y o — EULS 0.
Euz2s .1
ASTA 2.4
LATIN AM ERICA

Globalisation unbound 201 1-20

WORLD
-64— EULE
y —_— EU25

LATIM AMERICA

a 1 2 3 4 5 &
Source: Economist Intzligence Unit,
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COST CHALLENGE

I PERCENT INCREASE [N WAGES, 206045
B AVERAGE ANMNUAL PAY
FOR MANUAL LABDR®

WEES in China BELJING
are gnin%éjp. _ o L2
though the interior

remains far CHENGDU NANJING

cheaper than 51,489 52,353 W
the booming 10%(s1,42 J 12% 82,353 9% [$2979

coastal crties.

CHONGOING kit
9% (52,681
1% [s1787 ) eI
m $2 413
Dt Hos i Ao i g LLC GLANGZHOU

T AL CORIFE NESAT 10K,

paggene Ol 8% [$3349

Business Week, March 27, 2006
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WHILE | WAS SLEEPING i3

third of the people in this region [around Dalian | have taken Japanese as

a seeond language in high school. So all of these Japanese companies are

coming . Ohmae’s company 15 domg primanly dataentry work in

China, where Chinese workers take handwritten Japanese documents,
which are seanned, faxed, or cmailed over from Japan to Dalian, and

then tvpe them mto a digital database m Japanese characters. Ohmac’s
company has developed a software program that takes the data to be en-
tered and breaks it down into packets, These packets can then be sent
around China or Japan for typing, depending on the specialty required,
and then reassembled at the company’s database in its Tokyo headquar-
ters. “We have the ability to allocate the job to the person who knows the
area best.” Ohmae’s company even has contracts with more than sevenh,
thousand housewives, some of them speeralists in medical or legal ter-
‘Ihe firn

g o
KInese |1(HI‘*. II.:J COl "I

mnologies, o do data-entry work at home. has recently ex-

panded into computer-aided desiens for a Jap
'%"; hen vou negotiate with the customier in Japan for building a hmaw,
he explamed, “vou would sketeh onta floor plan - mast of these compa-

nies don't use computers” So the hand-drawn plans are sent electroni-
cally to Cliinal where they are converted into digital designs, which the

tled back to the

namifacturing blucprints

are e Japanese building finm, which tums them into
W took the best-performing Chinese data op-
umlrm.' said Ohmae. ' ;iIHIJ!ETM they are processing seventy hotises a dav.”
Chinese doing computer drawings for Japanese homes, nearly sev-
enty years after a rapacious Japanese army occupied Ching, razing many

homes in the process. Maybe there is hope for this flat world .

I needed to see Dalian, this Bangalore of China, firsthand, so 1 kept
moving around the Fast. Dalian is impressive not just for a Chinese
cily. With its wide boulevards, beautiful Ereen spaces, and nexus of uni-
versities, technical colleges, and massive software park, Dalian would
stand out in Silicon Valley. 1 had been here in 1998, but there had been
so much new building since then that [ did not recognize the place.

Dalian, which is located about an hour's flight northeast of Beijing, sym-

bolizes how rapidly China’s most modem cities—and there are still
plenty of miserable, backward ones—are grabbing business as knowl-
A h[f |“|"’ [I”h‘i lll{, '\1”( A THIT!H 1”\“' 1|]'E‘
el SAP |

ing backroom work done here to support

ulE'L centers, not just as m
tell the whole storv: GE, Microsoft IP. Sony, and Aceenture —
to name but a few —all are hiay

their Asian operations, as well as new software research and development

Because Hf:h roximily to Japan and Korea, each only about an hour
away by air, its large number of Japanese speakers, its abundance of Inter-
net bandwidth, and many
lﬂh“{]‘l .;]PPL';‘]I o I\.“[]“ 1{'1}{:&' W [“LL'LH'. ILlIi‘l[] [l‘_]‘\ [](’[;Eﬂ”t dan j”[ilLtl‘sL’
loeus for Japanese outsourcing. Japanese firms can hire three Chinese

software engineers for the price of one in Japan and still have change to
pay a roomful of call center operators (590 a month starting salary). No
wonder some twenty-cight hundred Japanese companies have set up op-
erations here or teamed up with Chinese partners.

“I've taken a lot of American people to Dalian, and they are amazed
at how fast the China economy is growing in this high-tech area,” said
Win Liu, director of US./EU projects for DHC, one of Dalian’s biggest
homegrown software firms, which has expanded from thirty to twelve
hundred employees in six years. “Americans don't realize the challenge
tas the extent that thev shanld ”

Deren, forty-nine, is a former college

president. (For a Communist authoritarian svstem, China does a prethy

Dalian’s dynamic mavor, Xia

soad i0h of nromatine nmnm-nn ment Fhe Mandarin meritocratic cul-

ture here still rans verv deep.) Over a traditional ten-course Chinese din-

nerata 1“(._” !IH[L‘[, ”IL‘ II'{'.H‘-I}I ]H]td Hig k]t!'&.t 1‘»|| I‘Ltlml] !I»l\ k'{l[]IL‘;illi[ filx[

where he intends to take it “We have lwenb-two universities and col-

leges with over bwo hundred thousand students in Dalian,” he explained.
More than half those students graduate with c'ilt'hu'uring or seience de-
[Frees, an id even those who don't. those who study history or literature, are

itill being directed to spend a vear studying Japanese or English, plus
‘The mavor estimated

computer science, so that they will be emplovable,

that more than half the residents of Dalian had aceess to the Internet at

the office. home, ar school.

parks and a world-class golf course (all of

“The Japanese enterprises originally started some data processing in-

dustries here,” the mavor added, “and with this as a base they have now

moved to R & D and software development . ., In the past one or two
vears, the software companies of the U.S. are also making some attempts
to move outsoureing of software from the US. to our city We are ap-
proaching and we are catching up with the Indians. Exports of software
products [from Dalian] have been increasing by 50 percent annually
And China is now becoming the country that develops the largest num-
ber of university graduates. Though in general our English is not as
competent as that of the Indian people, we have a bigger population,
[so] we can pick out the most intelligent students who can speak the best
English.”

Are Dalian residents bothered by working for the Japanese, whose
government has still never formally apologized for what the wartime
Japanese government did to China?

“We will never forget that a historical war occurred between the two
nations,” he answered, “but when it comes to the field of economy, we
only focus on the economic problems—especially if we talk about the
software outsourcing business. If the U.S. and Japanese companies make
their products in our city, we consider that to be a good thing. Our
voungsters are trying to learn Japanese, to master this tool so they can
compete with their Japanese counterparts to successfully land high-
salary positions for themselves in the future.”

I'he mavor then added for good measure, “My personal feeling is that
Chinese youngsters are more ambibious than Japanese or American
voungsters in recenl vears, but | don't think they are ambitious enough,
secause they are not as ammbitious as my gencration. Because our gener
ation, before they got into university and colleges, were sent to distant

ural areas and factories and military teams, and went through a very hard
ime, so in terms of the spiril o overcome and face the hardships, [our
zeneration had to have miore ambition | than voungsters nowadays

Mavor Xia had a charmingly direct way of describing the world, and
tthough soe of what he had to say gebs lost in tanslation, he gets it —
“The rle of the market economy,’ this

and Americans should too:

Commi is that if somewhere has the rich-

ast human resources and the c}:c;mr\‘ labor, of course the enterprises

and the businesses will naturally go there.” In manufacturing, he ]mnm]

out, ‘Chinese people first were the emplovees an
loreign manufacturers, and after several years, after we have h‘ l H

and steps, we can start our own firms. Software will g

down the same road .. . First we will have our young people 1'111]\[{3a;'ti
y the foreigners, ‘md then we will starl our own
huilding the US..

lects, m] the tk“;rfn]nng countries a1

companies. 1t is like

4 building. Today, 1 are the designers, the archi-
¢ tht' bricklavers for the buildings

Rut one it.t} I hupu we will be the architects
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« Der aulderhalb der regionalen

Wirtschaftsraume (EU, NAFTA, ASEAN, ...)
stattfindende Antell an der Realwirtschatft ist

9,6%
« Antell der Dienstleistungen am BIP: >2/3
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Portfolio, June 2005
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