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The European Adventurism:
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The Emerging Environment

Forces at Work on the Global Economy

Penetration of WTO enabling
information/ freer economic
interface flow

technologies

& »

»

Eco-friendly
processes

&

Push towards
market
economies
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The Two Critical

Dimensions
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Scope

Rescoping of Business Concept

Generic

4

Transfor-
mation

Renewal

Process
Efficiency?

Re-innovation of Business Processes

Provider
Centric
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Nature of Internet Transformation

The Internet as Change Accelerator

Forces at Work

Corporate Responses

Lessons

Democratization of Globalization of
decision making supply to demand
(Extended work space) (Customers’ reach)
Speed of Multiple
innovation choices
(Shorter - - (Customers’
lifecycles) ‘ ~ power)
Economic Shift in power balance
transparency in the value chain
(Towards efficient (Disintermediation,
markets) reintermediation)

DeLL

Direct with customers

THE NEW

EGGHEAD com-~

Closed 156 brick &
mortar stores

Extremitization

Drastic moves

Think new

View competitors
innovatively
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Evolution of B2B e-Commerce

lllustrative

ERA’s of Internet Development

Value v\ /'
Added Supplier Supplier Supplier Buyer
. Supplier -~ Supplier Buyer Supplier
H|gh Supplier S Supplier Supplier Buyer

Multiple New

>

|
|
i
: Business Models
|
|
|
|
|
|
|

Basic e” initiatives as a source

Brochure e- \ of competitive advantage
Ware Commerce

EDI

_ Inflection _
Networks Supplier- Point Dramatic growth spurred by

Driven « Ubiquitous use

XML standards

Buyer-
Driven

» Access to global resources

Low

1990 2000-2001

\ 4
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Tale of Two Paradigms: ROIC Performance

Relative ROIC

1999 Actual
Percent
301
25 Intel
New Paradigm
20
...... e Cisco
NOPAT | e .
SEES P _
- <D G

0 Old Pafadignr

0] 10 20 30 40 50 60 70 80
Return on Invested Capital
(%)

Source: 10K's; Annual Report; Partha S Ghosh analysis
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Leveraging European Experience: Itis all about “will”

Illustrative

European Events in the Last 1000 Years

Economic Impact

a

Centers of Innovation

Miniaturization

» Value creation based on
experience

» Courage based on wisdom
» Symbiosis based on multiplicity

1000

European Experience
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“New Paradigm" Companies Are Generating Superior
Market Multiples

Market Valuation

Market to Book Value 38,5

Sales Growth D|sadvantage
12.1% vs. 58.9%

= =
- Growth?2 ROIC3 - Growth

Market (Conventional company) ROIC (New company)
Rate
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We Have Been Here Before?

[llustrative

Restructuring of the Agro Industry

BEFORE |Maﬁ22,r2ﬂemH Wagon H Mower “ Rake H Loading \M‘ Storing \

Transition of Resources

wn () é b O e

Periphery
Resources

Work Force

Tractor represents "mechanical” control center with
"farmer-friendly” user interface




Leverage of Muscles to Leverage of Mind

Interface Technology: A Key Component in the Redesign of Processes

Interactive Technology

preeeeeeeeeeeeeeeee 3 ~ — Multiparty
. New apps | Application Transactions
i Old data | Server B

Transaction

C Server
actional

Engine

N-tier
Architectures

Java SQI;/‘ P——— :
~ Newapps I Business ([EEE_
= ~ Newdata | Services

V'S

amm— [Nntranet > Internet

v
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“Exponentially” (?) of Imagination Driven Opportunities

Life Cycle of Products

Multi Dimensional Life Cycles

Exponential
Envelope

Years Between Peak

to Peak » Acceleration of

Momentum

* Resynthesis of Hard
and Soft Assets

e Conceptualization of
New Business Models

Level of Impact

1950

X0261_001023_ny_omd.ppt
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Patents Issued by Year and Type

Number of Patents 20 Month Lag from Patent
(Thousands) Application to Patent
Receipt
180
Pre-Netscape Post-Netscape
. . CAGR CAGR
160 Netscape

Mechanical 2.4% Mechanical 41%

Browser Chemical 5.1% Chemical 9.4%
140 Introduced Electrical 10.6%  Electrical 17.2%
Design 9.7%  Design 9.7%
Total 52% Total 11.9%
120
100 | I ! | I | | 1 !

1990 1991 1992 1993 1994 1995 1996 1997 1998

Year of Patent Issue
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Economics of the Infomediary

The Economics of Yahoo!

Key Factors of Success Economic Drivers _
Yahoo! Revenue Potential

Intermediary \ $ Millions

Advertising Spend to Sales Ratio
586.3

56.4

Network
A 4
Broker Commission g "VEA0°
6% 242.3
L 529.9
| |
Captivating
T 023.5
215
Affiliate Payment R —

Aggregator
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Changing Value of Business System Functionality

Value Added Along Industrial Business Process

Value (Unit

Investment) Create new

values

Present

\

Research& \  Design& \_ Marketing & \ Customer

Sales / Service

Development / Engineering ,/ Manufacturing

Leverage Cost Effectiveness
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Network Manufacturing: Capital Efficiency

Advantage
Conventional Model Direct/Internet Model llustrative
Financial Flow/Production Cycle Financial Flow/Production Cycle
Dollars Dollars
P?g’;‘;]ee”t Additional
) Gross
Supplier Margin per
. Product
N Gross Margin R Payment from the
: DEVS

35 days

V'S
4

A
v’

y | ) 24-48 Hours /

Cycle-Financing

Time

Planning Purchase Placement / Planning Customer

Channel/ Channel

_ \ L. : Shipment
Production|  Gomponents > : Product Order Productlon F:o
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Efficiency Gains in Industrial Production

Inventory Productivity

150 . .
Industrial Production Index
140 A
130
120 .
Efficiency
L Gains

100 A

7

Index (Ratio set t01992 as 100)

80 T
Inventory /Sales Index

70

GOOOH N O < W0 W o I 0 0O O 9O 4 N MO < W W o N~ 0 o O
© ® o D® O D KO B O P DB O PP OP P PP PP P SO
C > a5 > = C€ 2 a5 > 5 €S 2 a5 > =S =2 a5 > = c
c O T 8 © O S © 8 ©@ 0 o 2 ® 8 & O S T 8 &
> Z%“ S = o Z % D s =5 Z2 n 2 s = Z %'_’ s = o
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Manufacturer's or Infomediary’s Business (?)

Estimated Revenue Stream Over 100,000 Miles

Dodge Intrepid (Not Discounted) in Dollars

New Price mmmmywmm $20,341 ? .
— : Typical Auto Maker
" : Participation Equals 43%

: of Revenue Stream
0..0...0...0..I.Q..00..00..vOO..00‘.0...0...0...0..O...O...O...O...O......

Financing $8,189 { —
|

1

1

1

Vehicle Service $4,600 {

After-Market Accessories

Gas/Oil .
s . 6.
Cell Phone (5 Years) New possibilities? 1400
Audio Software -
Parking -
v

Tolls
Crash Deductible

Disposal $800{

1
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Creating More Value out of the Distribution Channel

Current Distribution Channel “Serving through efficient logistics”

Create system

Distributors

solution

B e Salesforce
] *Wide reach
expertise *Generate leads

I

|

!

1

. *Premier Service to Large
| Customer

|

1

1

Marketing

& Sales

'« Product information
*Order processing
*Order tracking

*Personalized
service

Immediate
access to
products

«Contacts with
customers leads
to innovation
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Strategic Options (lllustrative: Industry Clusters)

Characteristics of a Chemical Company’s Business

Mass
Marketing

Customer
Concentration

Key
Accounts

Plastic Materials Urethane

Polystyrene & ®

Plastic Foams .
Textile

. Fibers @
Industrial
Organics o

Colorants &
Textile/Leather
Chemicals @

Industrial Fibers
® Commodity
Intermediates

Fiber
Intermediates

® Specialty

Intermediates

Carpet Fibers

Automotive
Specialties

Energy

Dispersions &
Paper Chemicals

Chemicals

Atoms

Knowledge Intensity

Automotive OEM
Coatings

Bits

Strategic use of third
party exchanges?

Infomediary?

Customer-focused
interactive website?

Relationship
management through
logistics process?

» High



Creating More Value out of the Distribution Channel

Distributors

Current Distribution Channel

Salesforce

Marketing
& Sales

Stores

“Branding through superior services”

Future Innovation Process

Marketing
& Sales

-
-

*Generates leads

*Premier service

*Personal contact leads to
innovation

*With distributors
establish B2B
marketplaces

*Offline distribution
complement

B2B channel
.com

B2B Retail
Marketplaces Stores
Centers

~
S~aa

Solutions
Force

Partha S Ghosh
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In the process, the firm should rapidly make conventional consulting “terms”
obsolete.

_ _ _ Preliminary
Intellectual Challenge of the Industrial Practice — lllustrative
Strategy?
Proposed Definitions in the
A Prestigious Consulting New Paradigm
Firm’s Definition (Ghosh/GIP Definition)
“Anntearated set of actiziis (0 “Synchronized set of creative and
secure com: >t wve advantage” collaborative power plays to

secure superior influence in the
confluence of Digital and
Cartesian economies”

X0261_001023_ny_omd.ppt Partha S Ghosh Proprietary and Confidential P23



Industrial Competitiveness

Ability to package unique sets of skills, perspective and framework to make a
difference, will be basic source of competitive advantage.

Turbo Speed Partners in
Basic Beliefs Delivery Framework Critical Vectors Transformation

Web " - Strategic Problem
Technolo Source_s_ ol Solving & Change
e  ——  Competitive

Management
Advantage"

/ \
Sourcing

(Micro-transaction

Branding/

knowledge) Marketing

P24



Basic Beliefs

In view of the increasing influence of the "Web" on the industrial world, established
companies across industries have to undergo fundamental metamorphosis — a wide-angle
view is an essential prerequisite.

End of Conventional Business Models

Beyond the constructs of vertical industries:

As traditional economic/market structures crumble, different industries are
converging to create "new value-creation (economic) clusters" around
customer-centric delivery models

Dynamics of "Network Intelligence": Wide perspective

Competitiveness of emerging economic clusters/coalitions will be which cu_ts across
determined by how I3 (IQ  Imagination, Information, Infrastructure) is conventional
mobilized and incentives are evolved and shared between external and constructs of
internal resources industry structures

Strategic synchronization of Digital and Cartesian

economies:
Networks will be required to be strategically synchronized between
Cartesian parameters — the physics and thermodynamics of physical

processes with digitized services and commitments

P25



Critical Vectors to Win

Industrial’s Strategic Vectors

Value

Extension N _
Competitiveness in

terms of:

Conventional [y "Yserlovaly
space *"Network" quality

' I *"Transaction"

responsiveness
Efficiency

Gains

Reach

Strategic Gameboard

NEW
Strategic Community
Choices Definition
Generic
Follow Competitive Lead
— —_—

RUIES
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Leveraging Off-Line And Off-Balance Sheet Assets

Critical Components to Secure Market Capitalization Gains

Critical Components Key Drivers
Activation of Hidden * Customer knowledge?
| Balance Sheet « Intellectual capital?

» Brand loyalty?

» Working capital efficiency
(e.g., i-Kanban)?

© I\_/J:alr_kett_ 1 Improvement Capital * Network manufacturing
aplG{;iﬁz - Efficiency (e.g., outsourcing)?

* |P focused collaborative engineering

Enhancement in » Web-based alliance architecture?
i Value Proposition « Community based on
Through Internet psychographics?

e Customer owned interfaces?

X0261_001023_ny_omd.ppt Partha S Ghosh Proprietary and Confidential P27



Setting Ambitious Targets

Market Capitalization ($ Billions)

Market-to-Book Value (Most Recent Quarter 2000)

(Most Recent Quarter 2000)

S&P 500 = 9.2
|
|

14.6 1. Activation of
21.3

Computer

Storage A

Computer Services

hidden balance

Conglomerates sheet assets

9.

Comm. Equip.
Electronic - 6.4
Instruments &
Misc. Fabric. . 41
Products

Aerospace and
Defense . <

2. Effective
utilization of
physical assets

Chemical Manufact. . 3.2

3. Innovative
on-line
presence

Construction
Supplies & l 2.6

Fab. Plast. & Rubber I 2.5

Construction &
Agriculture Company Industry S&P 500

Average

X0261_001023_ny_omd.ppt Partha S Ghosh Proprietary and Confidential P28



De-Averaging the Customer Base

Understanding Customer Value Perception (Credit Cards)

Disguised Client Example

Sensitivity to APR Sensjtivity to Sensitivity to Monthly
Service Charges Payment
20 2.0
~~_ Make buying More sensitive to
: decisions based on s monthly payment
AR Relatively indifferent ' INCIEASES
S to service charges -
z 216 = 1.6
: A service changes
Indifferent to 14
2.0 APR changes =
Relatively indifferent
: 1.2 to monthly payment
L5 g increases
1.0 1.0 1.0
0] 510[0) 1,000 (0] 500 1,000 0] 500 1,000

o 1 *
Behavior Score* Behavior Score

X0261_001023_ny_omd.ppt Partha S Ghosh

Behavior Score*
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Unbundling Invisible Customer Requirements . C X
for Sustained Pricing Gains

lllustrative
Revenue Effect by Hypersegment Likely Options in the B2B
Environment
Conventional New
Paradigm Paradigm
Price * Pre-release technical
$/Unit Addltlonal o= Technical announcements
Margm Conoscent * Private chat site
B = Conven- * Delivery timing
ience buyers * Free returns
* Priority availability

o = Pricing * Price competitive on
Anchors anchor item only to pull
through high margin items

v =Affinity Group * Targeted mailing
» Targeted media
 Targeted timing
123 [\ 12 . . . . N

Segments
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Customer Relationship — The Most Valued Asset . ‘ -

Customer Interface Mechanisms

Mechanism

Definition

I ——

X0261_001023_ny_omd.ppt

Personalization

Cross-Selling/
Promoting

Targeting

Personalized
Targeting

Loyalty Programs

User chooses content based on preferences

» User chooses content; site suggests additional content
» User gives preferences; site suggests content

» User does nothing; site gathers basic user info and suggests
content by E-mail
* Site suggests content via on-site promotion

» User provides detailed preferences; site delivers personalized
content

* “Frequent Flyer’-type programs

Partha S Ghosh

Proprietary and Confidential
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Cycle Time Could Be Dramatically Reduced . . .
Cycle Time — Order Entry to Delivery

Lost time due

Configuration _
Order to to shuttling
Delivery product

Up to 16 days

"Direct advantage"
"Supplier disadvantage
Inventory moves (?)"

account for

27.8% of time

Available
to Promise
up to
20 days

IIIII\I|I||!Ié

I —

1 da
Traditional Direct
(Compag; EDS) (Dell)
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Innovative On-line Presence: Dell Computer @) €p @D

Customer Driven Configuration: Dell Computer

Unique

Combination of Key Attributes Options
Options : (Linear New Paradigm
(Log Scale) * Real time )
1,000,000,000 — [EEVS{elyglvZ:1ile]y 350
enhances perceived —
100,000,000 —— [EENSRIN — 300 Ov.er. 200 million
10,000,000 « End user involvement possibilities between
. i 250
e in product "design $1,000-%$2,300
increases loyalt
100,000 200
10,000 0
© Versus
1,000
100 _ _
100 e Old Paradigm "Bricks
- 50 and Mortar"

1

Floppy \\ Monitor 30-70 possibilities

RAM Drives  /

Hard Drive )

Processor )

between $1,100-$2,300

P33



The Path from R&D to Product Launch . . -

Technology Leverage for Improved Customer Interface

e Online procurement
Low » Personalized profiles
y » Customer-centric focus of
High website
. . Genzyme Eastman
» Disease Community

Focus ;

. : Cisco

* Individualized case ADl @
management services L J

e Online training
 Download and test
software

Control of
Customer
Interface
@® Novartis
Firms market via
distribution channels

Fairchild and not to direct end-
users or via Internet

* Online technology help

* Product newsletters
available by e-mail

Lucent @
®

Low

v

Technological Leverage High

a

Low

X0261_001023_ny_omd.ppt Partha S Ghosh Proprietary and Confidential P34



Structuring to Secure Market Cap Gains

Rejuvenating Conventional Assets to . .. . .. to create Extra-Ordinary Gains in

_ Market Capitalization
Business Processes

Hidden Assets and Skills

Research
—

Intellectual

g -
—>
-_>

Interface
Efficiency

Capital
Efficiency
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The Industrial Practice has been helping clients use the Strategic Resourcing Framework to follow a step-
by-step process to enable companies to develop "competitive networks"; Strategic Resourcing is the true
embodiment of the emerging "network economics."

Evolution Dynamics of Strategic Resourcing

Critical Areas of

Focus
Value
; > Business concept and model
Value Resourcing i
o through innovative creation
o networking >Knowledge management
s > D&E teams across organizations
©
= _ New product and
) Dynamic service creation
Resourcing for through innovative > Economics of skill synergies
value enhancemen(EERIIEIS across multiple players
e ) - > Creation of shared incentives
. Outsourcing to T > Velocity of business system
S enhance dynamics
g effectiveness of
% value creation
— .(:reating margina| > ECOHQmiES OfSk”IS (W|th one
Intelligent Operation® INcréases in value supplier at a time)
(Sourcing) to improve gl‘(rlﬁ‘fsgrr‘l érppi)éc;ved > Speed of delivery
= cost-effectiveness S >Responsiveness of business
g Reviewing sourced system
=8 expenses to improve
© —Use Next Generation _
o — Specs "Supply Chain" > Spends across business system
8‘ — Rates > Supply and demand dynamics of

supplier industries
> Contracts in view of industry cost
curves

Economies of Supply

12-24 Months 24 Months+

Bottom-Line Impact

P36



Ensuring Value Addition Is Self-Perpetuating

Key Capabilities A Typical Problem Solving Approach

L
>

Strategy

Brand
Building

Technology

X0261_001023_ny_omd.ppt Partha S Ghosh Proprietary and Confidential
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Realizing the “Upside”

P&L Revitalization Balance Sheet Restructuring
- PRl _ » Capital * Net Debt
. Bits Equipment
- Revenues - .
Experience | Shafeholders
« Net Receivables Equity
~Volume -
—=Units e Cash
Profit g — Material
Yield
—Variable -
Global « Relationships * Expanded
Sourcing Value
- Cost —— Working « Knowledge
: Capital
Capital | >
Cost —--z-==-z-zz=:z:

Fixed
Assets

X0261_001023 ny_omd.ppt Partha S Ghosh Proprietary and Confidential P38




European Challenge: Creating Wealth Equal to Its Productive

Capacity

Gross Domestic Product Market Capitalization
1999 (Billions, $US)

16,645

B NASDAQ (Technology)
Bl NYSE

US 9,192

9,719

Growth Rate 4.2%

6,519 5,650
[ 5/0 |[paiem

OECD
Europe

Growth Rate 2.2%

Europe us Europe us

1995 1999

* |Innovation
Centers

» Savings

and Taxes

» Entrepre-

neurial
Culture

e Courage
o IT
Leverage

* Hidden
Assets
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The New S-Curve: The Challenge of Transformation

Waves of Wealth Creation Possibilities

A VALUE CREATION/ Symbiosis of Multiple
CAPITA Disciplines Mindsets
Convergence
of Technologies
(Now) 1 \
Birth of New
Concepts”
Imagination &
IC Engine olutions DFIVEI?"J
(Early 1900s) |
Steam Engine = Reconfiguration
(Mid 17005)_| -
l Product Driven
| Molecular Chemistry |
Infrastructure Related
Industries: Textile, Leather,
| Shipping & the Likes >
INVESTMENT IN
KNOWLEDGE

X0261_001023_ny_omd.ppt Partha S Ghosh Proprietary and Confidential P40



Relationship Building Strategy with Industrial Clients

We should consider to adopt both a "bottom-up" and "top-down" approach in

building relationships in global industries.

Top-
Down

* Develop a "big picture"
» Take position on directional issues
 Gain trust as thought leader

A

Draw strategic
implications?

appropriate links? to engage with
e.g., Fairchild organizations at different

* Focused entry with tangible results in
site development, branding and sourcing

» Create multiple success stories

* Develop relationships at all levels

levels

Bottom-Up

N * Develop top-down
perspectives and identify
3 bottom-up gaps

Establish - Demonstrate our ability

P41



Providing Clients with a Choice in the e-Space

Tier 1 Vibrant web experience for users:
Dynamic 1. Expand customer base, ‘ Revenue
Web 2. Improve user experience, Gains
Experience 3. Create loyalty (community)
I Leverage of three vectors : "
Tler 2 1. ValuegExtension Comp_e_tltlv
Strategic 2. Efficiency Gains Position
Effectiveness 3. Reach
Explore the new business model(s) Business
T| er 3 1. Identify new value propositions Transfor-
T T 2. Create new delivery processes mation

3. Create new alliance architectures

X0261_001023_ny_omd.ppt Partha S Ghosh Proprietary and Confidential P42



Creating the Momentum for the Industrial Practice

90-Day Plan

DEVAN DEVASY
‘Organize/Focus Existing Capabilities :

* Intellectual Capital / \:
- Existing Clients ( 5\7r|y I
« Geographic Leaders %
Establish Near Term Priorities
 Industry — Focus insights and target clients // | \\\
: : 'Focus On
» Financial Plan \ Sl ‘
» People Plan — Building Scale N4

Build Practice Backbone

» Leadership Group — cover 80% of target markets
» Client Development Centers

« Knowledge Management
* Practice Calendar

X0261_001023_ny_omd.ppt Partha S Ghosh Proprietary and Confidential P43



Gaining the Momentum

Purpose: | Quality i Thoughtful Credibility Commercialization
Awareness ! Follow
1 Through
1

— Analog
—> ABB

— Biogen
—>» Levers

Step 2
—
PRI Step 3 Step 4
—» Siemens i
« Conferences e Memorandums i i

B erer :  Executive * Trigger
E— * Publications One to one committee request for structure

- . Targt_ated CEO meetings presentation proposal
. enzyme meeting (Exclusive)
— CEG
—>» GKN

—> Gillette

—» Japanese
Auto Cos

— Fairchild
— Reebok
— Raytheon

— Millennium

\4

1-3 months

\ 4
A

— 3 months

X0261_001023_ny_omd.ppt Partha S Ghosh Proprietary and Confidential P44



	Content
	The European Adventurism:  “Exploring New Frontiers”
	Nature of Internet Transformation
	Evolution of B2B e-Commerce
	Leveraging European Experience:  It is all about “will”
	“New Paradigm" Companies Are Generating Superior �Market Multiples
	“Exponentially” (?) of Imagination Driven Opportunities
	Patents Issued by Year and Type
	Economics of the Infomediary
	Content
	Network Manufacturing: Capital Efficiency �Advantage
	Efficiency Gains in Industrial Production
	Manufacturer's or Infomediary’s Business (?)
	Creating More Value out of the Distribution Channel
	 
	Content
	Industrial Competitiveness
	Basic Beliefs
	Critical Vectors to Win
	Leveraging Off-Line And Off-Balance Sheet Assets
	Setting Ambitious Targets
	De-Averaging the Customer Base
	Unbundling Invisible Customer Requirements �for Sustained Pricing Gains�
	The Path from R&D to Product Launch 
	Structuring to Secure Market Cap Gains
	Ensuring Value Addition Is Self-Perpetuating
	Realizing the “Upside”
	European Challenge:  Creating Wealth Equal to Its Productive Capacity
	Relationship Building Strategy with Industrial Clients
	Providing Clients with a Choice in the e-Space
	Creating the Momentum for the Industrial Practice

