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RECENTLY, the nedia carried blizzards of news about the governnent
conmi ssi oni ng McKinsey & Co to conduct an in-depth study of M nps'

busi ness nodel . Subsequently, M nos nanagenent cane out with a new nantra:
"Way split up an organisation that is working fine? Gve us the noney and
we' Il show you the results.’

Can M nos net anorphose into a real R&D power house and profitable
busi ness entity if it were allowed to enpl oy personnel at internationa
mar ket rates? Interesting, but debatable.

To start with, allow ne to introduce David G ossman and John Patrick of
I BM Ken Kutaragi of Sony, and Georges Dupont-Roc of Shell. These are four
maveri cks who saved their conpani es from obsol escence, as featured in Gary
Hanel ' s book Leadi ng the Revol ution (2000). They share a comon trait:
Wth the help of synpathetic seniors, they redrew busi ness concepts of
their conpanies in their capacity as junior executives and rebels rolled
in one.

In 1994, IBM had |ost US$15 billion over three years and its market
capitalisation dropped by 70 per cent, elimnating US$73 billion of
shar ehol der weal th. That was when Grossman, a programmer stationed at an
| BM out post in Ithaca, New York, together with staff executive Patrick
canme out with the radical idea to persuade IBMinto acknow edgi ng
Internet's inportance, into building a visible Wb presence, and
ultimately into becom ng an e-busi ness powerhouse. Louis V. Gerstner Jr,
then 1 BM CEQ, believed in themand, as history cane to pass, abstractions
turned into real -world success.

Sony Corp engi neer Kutaragi faced years of criticismhurled at the
series of digital devices his team devel oped. He persevered to co-opt and
neutralise opposition, find synpathetic support from seni or nmanagenent to
hel p bridge rebels and the establishnent, and finally “infiltrate' the
hi ghest echelons in Sony to garner the right resources on his side. That
led to the i mensely successful PlayStation now accounting for 40 per cent
of Sony's annual profits.

Hanel al so mentions in his book about how he directed Royal Dutch/ Shell
with the participation of rank-and-file |ike Georges Dupont-Roc, to spur
i nnovation in weekly, conpany-w de brainstorm ng sessions called ~Gane
Changers' that have generated nore than 320 revenue-produci ng i deas. One
of those ideas hel ped Shell find sone 30 nmillion new barrels of oil in
Gabon, 1999.

The examples could go on, but they all centre on bosses who have the
proper listening skills, and rightly, who understand the inportance of
continual, radical innovation as the conpetitive advantage in the new
m |l enni um

Hanel ' s busi ness concept is nade up of four najor conponents each wth
several sub-conponents. The key conponents are Core Strategy, Strategic
Resources, Customer Interface and Val ue Network (conplenented through
suppliers, partners and coalitions), a central thesis that entails the
conpl ete val ue chai n of upstream downstream equati on. Hanel sunms up his
observation by stating, "“The fundanental challenge organisations face is
rei nventing thenselves and their industries not just in times of crisis,
but continually.’

Many may find Hamel's theories differ little from M chael Porter's,

t hough. If you remenber, Porter taught us to be | ow cost providers, adopt



a highly differentiated position, or focus on a particular niche in order
to identify and mgrate to a position of sustainable conpetitive
advant age.

However, Porter's pre-cyberspace strategic franework has since been
conpl enented with newer ones. For exanple, Hanel's " Leading the
Revol ution' deals with non-linear ideas in managi ng corporate businesses.
This warrants our giving it some thought as Mal aysia eagerly awaits the
parting words fromPrime Mnister Datuk Seri Dr Mahat hir Mbhamad, the
chief architect who crafted the building blocks for Vision 2020.

The PM s grand vision of an industrialised Malaysia is built on noving
the country towards K-econony, making it a gl obal hub for comunications
and nultinedia, particularly in ICT innovation. The Miltinmedi a Devel opnment
Corporation (MDC), National IT Council (NITC) and M npos stand out anong
gover nment agenci es as they make the inportant cogs-in-the-wheel that
power the engine of ICT growmh. Howw Il they fit in a changed scenario
after Dr M? Has MKi nsey di spensed a good prescription for Mnos to nove
f or war d?

Interestingly, in the last five years, MKinsey have had their very own
7-S Framewor k chal |l enged by new paradigns in the U S

McKi nsey's 7-S Franmework, unveiled in the 1980's, says that conpetitive
advant age arises fromcreating a proper fit anmong key organi sationa
characteristics and focusing themon a clearly defined purpose or m ssion
(Sounds familiar to Hanel's?) Externally, this requires a fit between the
organi sation's strategy and the environment around which the organi sation
operates. Internally, the organisation nmust find a perfect fit in seven
key factors: Structure, strategy, systens, style, skills, staff and
superordi nate goal s.

The flip side is that fit inplies a sense of pernmanence and
predictability. Gven the formulaic configuration of the 7-S, the
capabilities and weaknesses of an organi sation can be read easily. If an
organi sation is too rigidly tied to a single objective it becones |ess
flexi ble. The organi sati on becones an easy target for conpetitors if it
cannot swiftly change strategy, or many of the 7-S conponents, to neet new
mar ket needs.

On this domain, Richard D Aveni, the author of "Hyperconpetition
Managi ng the Dynamics of Strategic Manoeuvring' (1994), provides several
chal | engi ng but no less refreshing views about corporate survival. D Aven
says today's fit has beconme obsol ete and easy to out manoeuvre. He cited
the cola war between Coca Cola and Pepsi, the rivalry between cellul oid
and digital imaging industries (Kodak vs. Polaroid, Sony vs. Kodak and
Canon vs. Kodak), and the rivalry between Quartz/Digital watchmakers and
Swi ss wat chmakers, and later Swatch (Swiss) vs. Tinmex (U.S.) to illustrate
hi s observations on conpetition in highly dynam ¢ environnents.

D Aveni's fundanental nodel states that conpetition is war. He says:
“The new code of conduct is an active strategy of disrupting the status
gquo to create a series of sustainable advantages. This is not an age of
defensi ve castles, noats, and armour - it is an age of cunning, speed, and
surprise. Welconme to the world of hyperconpetition.'’

D Aveni's studi es show how cor porate manoeuvres and counter- nmanoeuvr es
escal ate so ferociously that the traditional sources of conpetitive
advant age can no | onger be sustained. As a result, organisations mnust
continuously create conpetitive advantage through | eadership and supremacy
in four arenas of conpetition: Price and quality, timng and know how,
stronghol d creation/invasion, and deep pockets.

He further argues that old sources of advantage nust be destructed (no
apol ogi es if Hamel sounds conspicuously famliar here, again) to enable
the organisation to dynam cally create a stream of short-term advant ages.



Drawi ng al nost wholly from secondary sources, D Aveni proposed a new
framework ai med at catching conpetitive opponents "flat-footed' . His "~ new
7-S Framewor k, extended from McKi nsey's, focuses on seven attributes:
(superior) Stakehol der Satisfaction, Strategic Soothsaying (i.e. good
sense of where the world is headed), (positioning for) Speed, (positioning
to) Surprise rivals, (ability to) Shift the rules of conpetition
Signalling strategic intent, and nmaki ng Simultaneous and Sequenti al
strategic thrusts.

In summary, D Aveni advocates strategic supremacy achi eved through
di sruption and dom nance. If, in the past, Mnos used to focus primarily
on outplaying conpetitors at a fixed ganme, as in | SP dom nance between
Jaring and TM Net, the new | ine of conpetition has shifted to the
under standi ng of relationship between an environnment's turbul ence and the
conpani es' choice of strategy. If Mnps' board and seni or managenent team
so wish to challenge the status quo to inprove its position, it mght as
wel I consider changing the rules of the gane. How?

D Aveni offers some hints in his “Four Arena Analysis'. He introduces
the concept of organisations finding ways to nove up the “escal ation
| adders' as advantage is continually created, eroded, destroyed, and re-
created through strategi c manoeuvring of the four arenas of conpetition
In other words, survivalists in hyperconpetition nmust have the art to
neutralise the opponent's previous advantage by naking it "obsol ete,
irrel evant, or non-unique'.

W sdom can be gained if ideas are juxtaposed for clarity of thoughts.
For instance, Mnos tal ks about segnmenting its for-profit businesses and
maki ng them profitable. D Aveni, on the other hand, maintains that instead
of maxim sing profits as the sole goal of corporations, hyperconpetition
wi Il necessitate new goals. These nmay take the form of naxim sing the
opponents' |osses while minimsing one's own |osses, or living with | ow
profits while aimng at maxi m sing market share for businesses.

In a gl obalised econony, many organi sati ons nust have realised fully
that conpetition extends across national boundaries. D Aveni stresses this
aspect in his newest book “Strategic Suprenmacy: How I ndustry Leaders
Create G owh, Wealth and Power through Spheres of Influence' (2001), by
focusing on growh, geo-product portfolios, positioning on the gl oba
chessboard, and creating strategic supremacy over part of the conpetitive
uni verse. Wthout a doubt, hyperconpetition is nobst intense in ICT
i nnovati on where strategic supremacy rules, and D Aveni's approach is by
reinforcing the inportance of tine.

But sonetinmes, it is nmuch easier to discard the textbooks and recal
what boxi ng | egend Muhammad Ali once said about survival in the ring:
“You've got to float like a butterfly and sting like a bee.' This is
corporate altruismas a KO can be inflicted even before the first bell of
a 15-round bout.
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