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Preface

The Global Panel recently celebrated her 10th anniversary at
the 1997 Annual Meeting in December, We were proud to be
able to, once again, host distinguished speakers like President
Emil Constantinescu, President Leonid Kuchma, Prime
Minister Pascoal Mocumbi, Minister Chen Jinhua, Philip
Condit, Helmut Maucher and Kenichi Ohmae, amongst many

others.

In the past ten vears we have also had many other dignitaries
as guest speakers. Some participants might well remember
Margaret Thatcher’s 2-hour speech in 1992 in which she decla-
red her opposition to Europe. Or Yasser Arafat’s milestone pre-
sentation, ‘Peace of the Brave’ in 1995, the same vear George
Bush shared his memories of an era. 1996 saw Prime Minister
Mahathir of Malaysia declaring the next century, not the cen
tury of Asia, but the century of the world. These are but a few
of the speakers who have all reviewed and discussed the major

developments of our time.

I'he last two years has seen the Global Panel change from an
annual conference into an ongoing meeting place that hosts
special business sessions. As a result, international business
developments, the role of leadership and new global trading
patterns have been discussed by leading corporate leaders like

Cor Herkstriter, Morris Tabaksblat and Cees van der Hoeven.

here have been other changes too. The Global Panel has star
ted co-operating closely with the City of Aachen {Germany)
with regard to special sessions and has organised roundtable
sessions in Cuba and Jordan, a special Global Panel session in
Kuala Lumpur and a business session with Benjamin
Netanyahu in the Netherlands. It has also initiated the TV pro-
gramme ‘De Beslissers! in co-operation with Ivo Niehe
Productions. The changes have also led to a new funding
structure and a new organisational format, for the Global
Panel is now a foundation. The aims of the Global Panel
Foundation, however, remain the same. To create, to maintain
and to extend an international meeting place in and outside
the Netherlands at which prominent speakers discuss the latest
developments with decision makers from (international and

non-governmental) politics, business and science,

Theme of this years’ 11th Annual Meeting will be ‘Doing
Business in the Knowledge Based Economy: Strategic
Challenges for Competition and Growth in the 21st Century.
I hope that we may welcome you on December 1 and 2 in

I'he Hague, or on December 3 in Aachen

(On a final note, | would like to extend my thanks to evervbody
who has made the Global Panel possible these past ten vears.

[ hope there will be many more to come.

Bas K. Spuybroek
Chairman Global Panel Foundation
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The role of leadership in global transformation:

Toward the 21st century

Chairman:
Allen Weinstein
Speakers:

Frits Bolkestein, Philip Condit, Kenichi Ohmae

The first plenary session was characterised by differing perspectives on the role of leadership. Frits Bolkestein raised questions about 1|

relationship between the financial markets and govermnent policy, whilst Philip Condit illustrated how world-wide prosperity coul

achieved by working together and Kenichi Ohmae asked whether there was such a thing as a great leader.

In his opening statement Frits Bolkestein asserted that as we
approach the next millennium "...people from all over the
world are becoming more and more interdependent, Every
action, whether economic or political, has a knock-on effect
whose ripples extend over the whole planet.” He also claimed
that, "...economics is only one dimension, only one channel
which connects people. Values and norms such as democracy,
respect for human rights, rejection of corruption and nepo
tism are equally important. "Such norms and values are, howe-
ver, not universally accepted as they are often considered
representations of typical Western traditions (of government ).
The Asian elites, for example, are apprehensive of the Western
emphasis on democratic reform, fearing it will lead to growing
(economic)instability but Bolkestein argued that democratic
reform is not only inevitable, it is also desirable. “Inevitable
because, in the transition to more market oriented policies, an
ever-growing number of people will become involved in deci
sions on investment, production, technology and marketing,. It
is inconceivable that these people, who will shoulder heavy
responsibilities in the economic field, will acquiesce in being
excluded from political decision-taking. Desirable because
democracy and respect satisfy the universal desire for recogni-
tion as a human being, that is, as a being of worth and dignity.
Bolkestein continued by adding that democracy and respect
for the rule of law are major prerequisites for sustained econo
mic success because they rally broad-based popular support.
For Bolkestein Latin America is a case in point. "In the last
decade, we have witnessed major strides towards democracy
and the market economy in many Latin American countries.
These new policies have paid off handsomely and have resul-
ted in substantial economic growth. Indeed, most Latin
American economies appear to be much healthier today than

they were 15 years ago." Bolkestein did agree however that

democracy does not guarantee economic prosperity. "For every

ten Europeans, one is out of work, The total number of unem
ployed within the European Union is 18 million. No politician
worth his salt can disregard these warts on the face of Europe.”
The VVD chairman did offer a number of solutions. "In order
to reduce these high unemployment rates, governments should
modernise social welfare systems, cut down on bureaucracies
and red tape, foster stable, non-inflationary macro-economic
environments with low interest rates, and enhance competiti-

veness of product and services markets." He also thought it

Frits Bolkestein

crucial that governments promote technological innoy
the private sector, by stimulating research and develop
through educational infrastructure and by giving prop

incentives to enterprises.

he need to promote R&D to adapt to rapidly changis
bal markets was also emphasised by Philip Condit. At
beginning of his speech the Boeing chairman offered v
mises: "Technology will link us together as a global cor
tv" and "Innovation and change offer opportunity to
progress”. On the subject of technology Condit went b
vears. "Think about where we were: no jet airplanes, ne
shuttle, no overnight air express, no PCs, ATMs, VCRs,
phones or pagers, no downloads, uploads, laptops, no
cards, CNN or McDonald's.” But a lot has changed in !
"The progress that has been made has been incredible,
Amazing change. Rapid change. We can now downloac
res from outer space or watch a tiny device chugging a
Mars. These technological advances will continue to ti
together. Today with one keystroke, | can communicats
45,000 people and before long with 230,000 plus."
"What does that mean? What does that do to organisat
structures? Condit felt that these are things that are g
be invented in the next decade, but he was also convin,
further technological advances will change the way bus
done on a global scale. "Transportation infrastructure ;

tems will change too.” Condit believed that new urban



mic and political centres will
be formed around airports
in the same way that centres
used to be formed around
harbours. "Transportation
will continue to bring us
into a single global commu
nity. We are no longer a
local, regional or national
s0Ciet '.

Condit was equally adamani
about the role innovation
and change can play in offe
ring an opportunity to
advance. "The freedom to
innowvate and allowing the
market to determine success

or failure is a major reason

why market economies

Phalip Condit

work. Imagine for a minute,
who would have hired two
bicycle makers from Ohio to develop an airplane? Who would
have hired a Harvard dropout like Bill Gates to develop soft
ware used in every corner of the world? The answer, I believe,
is that no-one here would have appointed these people to do
those jobs. I firmly believe in freedom to innovate, freedom to
dream, freedom to fail, freedom to learn from the past and
each other."

On the subject of change Condit went on to say; "The world is
changing at a rapidly increasing rate and we have to keep up,
even if it is inconvenient. Either we must adapt to change or
simply disappear.” To illustrate the fact that change is inconve
nient and not always espoused, the Boeing CEO quoted the
following historical errors in judgement: "This telephone has
too many .'\l'nlr'Ll.lI'I'l.'I'I:;'\,"' to be seriously considered as a means
of communication. The device is inherently of no value to us."
[Western Union memao, 1876). "We don't like their sound, and
guitar music is on the way out.”" (Decca Recording Co. rejecting
he Beatles in 1962). "I think there is a world market for maybe
five computers.” [ Thomas Watson, chairman of [BM, 1943.)
Condit concluded that: "...by working together, we can take
advantage of technology, innovation and change to strengthen
our relationships and prosper even more. [ happen to believe
that we control our own destiny, and can accomplish great

things working together for none of us is as smart as all of us”,

Kenichi Ohmae did not believe in an archetypal great leader.
He believed that leadership is a function of time, place and
occasion. "There are many different styles of leadership, and
leaders can be great for very different reasons. K. Matsushita,
the founder of Panasonic, was a very attentive leader. He was a
great listener and paid huge attention to detail.” A case in

point is when Matsushita had to decide which video system 1o
produce. "He personally spoke to 700 engineers before deci-
ding on VHS instead of Beta or V2000." Others, like Tateishi of
Omron, are what Ohmae called pathfinders while others, such

as Dr Mahathir of Malaysia are visionaries,

There are also differences between the requirements of leaders
hip in a steady state and during a state of change. "During a ste
ady state it is best to have a shared leadership with the oars-
men all trying to do more, better. When, however, there are
major directional changes, such as those we find today, we
need shared values and a cox who can turn quickly and firmly.
In the past a shared leadership has been a success story in
Japan. Many of the most successful businesses such as Honda,
Sony, Sanye and Panasonic have had a shared leadership for
extended periods of time. "Some corporate leaders have wor
ked together undisturbed for over 30 years which is why these
companies have managed to become global players”, stated

Ohmae. But to

's Japanese leaders have a problem when it

comes to maintaining their position in the new global market,
"Working on a global scale requires doing business with outsi-
ders, and that is something the Japanese don't like doing. As a
result Japanese leaders have lost their vision and sense of
direction, because global leadership is fundamentally different
from domestic leadership.” Ohmae gave us another example,

In the past, corporate leaders were expected to attend the
funerals or weddings of important domestic clients and dealers
Mow they have to decide whether they can still do this because
it is impossible to attend such events globally.” In addition
visiting local dealers would be a sign of patriotism which Ohmac
believed to be extremely counterproductive and demotivating fo
those with other nationalities since it makes them feel excluded.
There are other reasons why Ohmae thought that the current
generation of executives in Japan will have serious difficulties
handling the globalisation process. "The generation of 45-65
vear-olds who are now in charge are a lost generation, They
are used to straight line growth, they're comfortable with pyra
mids and don't ask questions. As a result they don't know
what is going on in the world, The yvounger generation of 30
{5 year-olds gives me more reason for optimism. They are the
cartoon generation who put a lot of stock in friendship and
who see their efforts rewarded with (smalljvictories.” However
the future is brightest for what Ohmae called "...the Nintendo
kids. This generation of 15-25 year-olds is used to role-playing
games., [f they don't like their lives or the result, they reset the
button. As a result they are extremely adaptable. They don't
assume that solutions exist a priori.”

Ohmae concluded by saying that changes for the better would

Kemichi Ohmae



not be forthcoming, in Japan or anywhere else, if corporate is optimal; design your leadership teams on the basis of

leaders neglected to do the following: "Ensure that there is a plau: and occasion; and most imp-l:arl:anl:l}', make certai

delicate balance in the aforementioned generational mix in the group chemistry in all management teams is right,

your corporation; make sure that communication at all levels person can change or spoil the "pH’" completely.”
Frrrs BOLKESTEIN

President of Liberal International. Chairman of the Parliamentary Group of VVD

Before Frits Bolkestein entered politics he worked for the Roval Dutch Shell Group from 1960 until 1976, His last function
Director of Shell Chemic in Paris.

Bolkestein made a name for himself in Government as Minister of International Trade, and Minister of Defence. His prese
occupation is political leader of the Government party, the VVD, and Chairman of the VVD faction in the Lower House o
Dutch Parliament. Bolkestein is also President of Liberal International and a Member of the Royal Institute of Internation:
Affairs, London. He has written numerous articles and books and is a graduate of the universities of Amsterdam, Leiden ar
London.

Priuie CONDIT
Chairman and CEO, The Boeing Company

Phil Condit joined Boeing in 1965 as an acrodynamics engineer on the SST program. He spent three years on the 747 prog
progressing through two lead engineer assignments. He became manager of quiet short-haul system development in 1971
later served as a manager in the 727 marketing organization. Upon completion of a one-year study program at MIT, Cond
returned to Boeing as manager of new program planning. In 1976 he was promoted to Director of Program Management
the 707/727/737 Division and served in that capacity until his appointment in 1978 as Chief Project Engineer on the 757. |
became Director of 757 Engineering in early 1981. In 1983 he became a Vice-President, assuming responsibility for the 75°
Division. For his design efforts on the 757, Condit was selected as a recipient of the 1984 American Institute of Aeronautic
Astronautics National Aircraft Design Award.

Just six months after assuming the helm of the 757 Division, Condit became Vice-President of the entire Renton Division,
which, at that time, designed and built the 707, 727,737 and 757 airplanes. From 1984 to 1986 he served as Commercial
Airplane’s Vice-President of sales and marketing. In 1986 Condit became Executive Vice-President and General Manager o
Boeing Commercial Airplane Group and in 1992 he was named President and a member of the Board of Directors. On
February 1, 1997 Philip Condit assumed the duties of Chairman of The Boeing Company having already been named Chi
Executive Officer in 1996,

Kenictr OHMAE
Former Chairman McKinsey ¢ Company, Japan; Managing Director Olimae - Associates

Described as "Mr. Strategy” worldwide, Kenichi Ohmae is regularly sought out as a public speaker and management consu
As an author he has published over 70 books, many of which are devoted to business and socio-political analysis. He has a
contributed numerous articles to major business and political reform publications.

For a period of twenty-three years, Ohmae was a partner in McKinsey & Company, Inc., the international management co
ting firm. As a co-founder of its strategic management practice, he has served companies in a wide spectrum of industries,
including industrial and consumer electronics, financial institutions, telecommunications, office equipment, photographic
equipment, industrial machinery, food, rubber, and chemicals. His special area of expertise is formulating creative strategic
and developing the organizational concepts to implement them both for private and public sectors, Some of Japan's most
famous and internationally successful companies continue to seek his help in shaping their competitive strategies. Likewise
counsel is also much in demand among Asian, European and North American-based multinational and governmental inst
tions,

Kenichi Ohmae is the Founder of “Reform of Heisei", a citizen’s political movement established on November 25, 1992, to
mote and catalyze the fundamental reform of Japan's political and administrative systems. He is also the founder and Man,
Director of the “Heisei Research Institute”,

Ohmae attended Waseda University (BS), Tokyo Institute of Technology (MS), and the Massachusetts Institute of Technols
(Ph.D, in nuclear engineering). Prior to joining McKinsey, he worked for Hitachi as a senior design engineer on Japan's pri
pe fast breeder reactor. He currently serves on the boards of MIT Corporation and Nike, Inc. He received an honorary doc
te from Notre Dame University in 1995,



['he need for political leadership

Chairman: Allen Weinstein

Speakers: Emil Constantinescu, Rita Stissmuth,
Alexander Bozhkov, Jeffrey Sachs

Respondent: Frits Bolkestein

This session was one of those unigue occasions where all the spea-

kers seemed to share the same view; that if European integration

Wils o rl:‘e' -:'L?'Fn'.'ll".'li'rl.'lf. |'|i'jll.3'lh .'-'II|II||I||I be n'n'.'l' DU,

Integration of the Central and Eastern European countries
into the EU is absolutely central to the process of political sta
bility and economic growth. With the exception of a few the
EL will benefit all”, stated Jeffrey Sachs. All the speakers
agreed that entry into Europe needed to be redefined,

‘It is our belief that the process of integration into the EU
should be launched in a non-exclusive manner and that all
candidates should be given an equal chance to join. It should
not be a race with winners and losers, for re-dividing Europe
along different lines could be extremely dangerous”, concurred
Emil Constantinescu. "In the winter of 1996-1997, people in
Bulgaria stood up wanting real change. They wanted to beco
me a member of NATO, to be part of Europe, part of the mar-
ket economy”, added Alexander Bozhkov. Although he admit
ted that mistakes were made the Bulgarian was adamant that
new innovations have borne fruit. "We have made real changes
which have led to a decrease in the interest rate from 300 to 5
per cent. The budget deficit was also cut from 5 to 0.5 per cent
of the GDP" The fear however is that insecurity about their
future European status will deter foreign investments. "Who
will invest in Bulgaria when the circumstances are so unclear?”,
asked Sachs. According to Rita Sissmuth, it is important that,
"...Europe stays on the course it has taken and keeps its promises.
In 1994 it was decided that [ LUTOPe needed to -.'|'||.|3'j'.'-'. which is
logical, but we cannot have a fragmented Europe. We should
not be allowed to exclude
those who want to beco-
me members of the EU"
There are more reasons
for frustration, most nota
bly in the area of what
exactly the Central and
Eastern European coun
tries must do to qualify
for entry. Bozhkov argued,

We know that we have
started later and that we
still have many economic
reforms to make, but we
need to know what crite-
ria the ELl expects us to
meet in order to join.
Clarity on this point will

benefit all sides because

then it’s in the candidates’

Jeffrey Sachs

own hands how quickly they

10y

Ennil Constantinescu

can enter. We do not object to the fact that negotiations will
start with five countries next year, but we want a clear yes o the
possibility of accession, we want to be informed as to what cri
teria must be met and we want an assurance that if they are
met, negotiations about integration will start automatically.”
But what about the economic costs of integration? Sachs
thought that "...the EU is too preoccupied with structural
costs. These countries will do fine without EU money, What
they need are guarantees that they belong, that they have
access to security and that their goods and services will not be
blocked. The EMU is an interesting proposition but it should
not continue to crowd out the intellectual and political agen-
da." Constantinescu too felt that cultural aspects have a role to
play in the integration of Europe. "It is a mistake to only look
at Europe strictly in terms of economics and to forget culture.
Romania does have specific cultural values but feels it belongs
to western culture and civilisation." Bozhkov agreed that the
influence of culture should not be overlooked. "The determi
nation of the Central and Eastern European countries to beco-
me members and belong to Europe is admirable and savs a lot
about the people and the culture.”

Stssmuth voiced a very clear opinion when the subject chan
ged to political leadership. "In a time of rapid political change
we need more political leadership, not less. However [ cannaot
separate leadership from partnership.” She was just as resolute
when it came to the political decision-making process. “We
need transparency, If a consensus is to be reached on the sub
ject of integration, it is vital that there is openness. The EU
needs be very clear about the kind of Europe it wishes, for wit
hout clear goals nothing will be accomplished. These goals
should be accompanied by steps and mechanisms, There is cle
irly a conflict between the old and new thinking with regard
to the redefinition of Europe. We cannot treat Europe as it was
before 1989, but must look for answers in the present situation
in which all countries in Europe want to be a part of one Union.
Are there similarities between the accession of Eastern and
Central European countries and Southern European countries
like Spain and Portugal? Siissmuth believed comparisons
between them should not be made. "We cannot use the same
maould for Central and Eastern Europe in the 90's that we used

for Spain and Portugal in the 80's. It is a new situation requi-



ring new methods and instruments. Constantinescu noted that
"...if we look, for example, at the integration of Spain and
Portugal, we can see that it was a process of 7 to 10 years. The
year 2000 will not see any new members entering into the EU
because it is not possible for either them or the EU to meet the
demands in such a short period of time.” Sachs argued that in

the year 2000 it will have been ten years since the fall of com-

munism and so the preparation time for Eastern and Central Rita Stissmuth (videoscreen)

countries is about the same. "I think that negotiations should

begin tomorrow with all candidates.” Alexander Bozkhov
Jerrrey SACHS

Director, Harvard Institute for International Development, Harvard University, USA
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Change and the global economy

Chairman: Dieter Heuskel

Speakers: Francis Fukuyama, C.K, Prahalad, Joe Duncan

In the new global economy many countries and many businesses
face one very similar challenge. They must change. How to

manage this change however remains the key question,

Fukuyama: In trying to understand the great transition from
an industrial to a post-industrial society I have been reading a
lot of books which the IT community has brought out on the
subject of the role of k['l”'l\']i.'{igl.' in the Global Economy. [ have
found most of them very interesting and they have informed a
lot of my thinking, but 1 think the I'T community (or at least
the authors) miss the underlying changes in the social sphere.
I'he basic shift we are seeing as we move from an industrial to
a post-industrial model is the change in the labour markets.
Essentially this is the replacement of i‘||::r-,|L.|I labour by mental
labour. The most important change this has brought about is
that women have entered the work force and have proven them-
selves al least as capable as men. This in turn has stimulated a
tremendous number of other changes in sectors of society:
I'here is a shift in social norms which has resulted in the break
down of the nuclear family. There is the substantial change in
male norms which has been brought about by birth control tech
nologies {i.e. the ability of women to control their reproductive
systems) and there is a decrease in social trust and an increase in
CYTICISM,

The other major source of change is quite obwiously the com
petition between political systems which, in 1989, saw the col
lapse of communism and in 1997 nearly saw the collapse of the
Asian alternative,

['here have been important changes too in management struc-
tures. In many companies there is a shift going on from the
Fordist hierarchical centralised organisations to ones that are
flat, virtual or networked. The essence of this is that companies
are moving from a formal way of organisation to an informal
one. The presupposition of these more informal modes of
organisation in flat and virtual companies shifts the burden
from formal to informal management and makes informal social
norms much more important in the relationship between wor-
kers and management within. The reason is quite clear, The
increasing technological intensity and skill requirements for
cutting edge work in the modern technological economy has
led 1o a work force that consists of engineers and Ph.D.'s and it
is clear that they know more than the management. It would the
refore be foolish to try and control them in the old sense.
What many people don't realise however is, that for this kind of
informal system to work a high degree of social embeddedness
is presupposed as well as people behaving according to certain
social norms which allow them to be self-organising without
the formality of rules. In traditional societies those rules come
from religion, ethnicity and family. In modern societies they
come from institutions and firms, for nowadays institutions
create the boundaries in which social norms regulate how people

feel towards one and other and themselves.

C prahalag

Dieter Hevskel and C. K, Prahalad

My final point is in regard to technology. A number of virtual
fantasies have been propagated by people from the IT world
about the impact of technology on the ability to create these
kinds of social networks out of a technological determinism
that sees social solidarity springing from the technology itself.
This could entail total outsourcing including core competence.
[ know it's an extreme example but it is a form of virtualisation
that is being made possible in a networked world, However, |
don't think it works because it presupposes a level of trust and a
lack of opportunism among all agents which will not exist,
[hat's why we have institutions. We have institutions because
we need constraints on individual choice and behaviour, that
make people behave in unpredictable ways. We need to give
them lovalties to something other than themselves for if self-
interest rules, sharing of information which is necessary for
R&D will be near impossible. That is why [ think in the end,
none of the IT is going to replace face-to-face contacts that cer

tain firms and institutions do offer.

Prahalad: | would like 1o talk about some elements of the new
economy and I'm going to do this in two stages. The first is by
making clear what the driving forces are in this new economy,
and the second is by talking about what the implications of
this economy are for large companies.

There are five basic driving forces or trends the first being demo-
graphics. In Japan and the Western world there is an ageing
population. In many European countries the birth rate is not
keeping pace with the replenishment of the existing population.
On the other hand there is a tremendous growth in Asia and
Latin America. | believe, and there are many who don't share
this view, that a large population may be advantageous if you
can create large markets, especially if growth stays at 3-4 per
cent. As a result India and China, instead of becoming problem
areas, may well become vibrant economies.

The second driving force is deregulation. Deregulation around the
world will create a fundamentally different way to compete on a
different ethos on what is a local industry and what is a global
industry and this will lead to significant mergers and acquisi
tions. Deregulation will also create massive social disruptions,
Access to financial capital used to be the main reason for success
but now access to talent is going to be the significant (third)
driving force. There is already a shift from hiring MBA's to
hiring engineers with Ph.[).'s, and although capital accumula-
tion remains important, talent accumulation will become of

greater significance, The US is very fortunate in this respect, for



talent flows to the States for a wide variety of reasons not least
mmigration and language,

Old ideas about the |"’l.||.1|h'|i|:-‘.1 cvcle have also cha |'|!_'\_'|,".
Products are no Ii:-."l!:\_'l' solely being dev eloped in the West and
then given to the rest. Former 'developing’ nations are now
generating and implementing new products themselves, So
there are two important questions, What are the sources of

nnovation and what will happen when these new markets

become very large? If 30 per cent of the sales of a company are

in these 'new’ countries the centre of gravity will change and
COMpanies w ill have to move there, The question is no longer
how multinationals will change the countries but how these
countries will change the multinationals.

I'he final trend is in digitalisation. Not just in IT but the fact
that what used to be analogue can now be digital, be it images
or business. The idea of digitalisation and convergence of tech
nologies is going to have a significant impact,

If these are the five or so broad trends what are the implica

tions for large companies? | have identified five or six. Firstly,

there's volatility. Consumer goods are season bound, Forty per

cent of the personal computers, for example, are sold 20 days
before Christmas. As a result companies must plan for compe
tencies and skills, not products. Secondly there's the indeter
minateness of industry boundaries. There are no boundaries

as to what is retail and what is financial service. Nowadays it's

Francis Fukuyama and Joe Duncan

Francis FUKUYAMA

just a matter of opinion. Thirdly, we have an increasing
for standards which has led to coalitions across the bog
Fourthly, the distance between consumer and produces
change and this will lead to the alteration of cost struct
and capital intensity of almost any business in the worl
final implication is that we will see competition increas
talent which is good news for the highly educated, less
the rest. 15 years ago [ could judge a person’s wealth D
country he came from. In 10 years the basis for discrin

will be, what is that person’s educational background?

Duncan: Please allow me to start by g

IVINE VOu an ovel

three decades of business organisation. In the 1970s yo
vertical integration which meant that you had to get oo
over everything effecting your own business. This was |
expensive because companies took what they did in one
and transplanted it to another. It was an attempt to rep
their skills in different nations. The 1980s saw people fi
strategy. The 19%0s has seen the emergence of globalisatic
requires a different view of the market. It is a matrix vi
whereby vou look to the world to find your suppliers a
markets and you try and match them up.

What does !;lnl'l._ll'\.l'll-.rl'l mean in _;'ll'._'ll,[n_'._ll husiness ter
means that the management of the production process
been globalised. By having a central point of control it
possible, with the aid of telecommunications and IT, tc
track of the production process as well as the transpor
process and to ensure that the product that arrives on
doorstep is indeed the product as vou wish it to be, Cros
information has also become more important, and ong
IT plays a large role since you need it to acquire inforn
about businesses you have, or want, to deal with. With
information you can start building alliances, for global
or global networks need trust and trust comes from kn
and information which is transmitted across borders and
Globalisation has also seen the small companies grow la
the reason is quite straightforward. As companies realise t
to compete, they have trimmed their central organisatios
has led to outsourcing and opportunities for smaller ent

I'his has led to small, independent suppliers becoming
in the global market-place, Whether they remain so on
will tell for I feel that the long-term survivors of this gl

tion process will be the ones who can adapt with visios
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Our borderless world and its regions

Chairman: Dieter Heuskel
Speakers: Kenichi Ohmae, Cees van der Hoeven,
Helmut Maucher, Carlo Trojan

The question whether globalisation will contribute to prosperity is
not debated anymore. The debate today is how we can make it work,

Ken Ohmae started with a question: "What will replace the
traditional nation states as the borders disappeart” He gave us
a few options by looking at the world as it is now. "In the US
they have what is called a "zebra model'. This means that there
is no ‘across the border' prosperity. Several regions such as the
Rockies, Colorado and Silicon Valley are growing very fast; the
rest of the country, with a few exceptions, is lagging behind.
Small countries like Singapore, New Zealand, and Ireland are

doing quite well. Regions like Taiwan or Bangalore are even
distinguishing themselves. We have also been confronted with
emergence of dotted line countries like the EU, ASEAN and
MERCOSUR where very distinctive activities are taking place.
In any case, there is a clear decline in the 19th century state
models such as the former USSR and the emergence of a bor-
derless world.”

Ohmae argued that the reason why national boundaries seem
to be dissolving is that the fundamental forces which are at
work are all borderless. "Corporations and consumers are con-
tinuously moving across borders, so borders are disappearing.”
There are more reasons. “There is also a paradigm shift,
Industrial society is being replaced by information society,
Indeed, 80 percent of the global workforce is now at wark in
the service sector, There is a sovereignty shift from nation to
people. Solid line borders are being replaced by dotted line
borders. A country no longer has to acquire wealth by the sale



of minerals or soil, they can now become rich by selling infor-
mation.” There is also the fact that nations are on the decline.
"Why? Because of several reasons: Key industries, such as bor-
derless telecommunications, have become fundamentally.
Political systermns have a bias towards 'special interests. The size
of the global unit has shifted: we are now I‘||k:lli', about a stra
tegic unit which has three to ten million people in it. The last
reason is ambiguity. The definition by the United Nations as to
what a nation is, is both ambiguous and confusing.”

Ohmae's final reason raised perhaps the most interesting
question for if there are no more nations what will we be lefi
with? "Regions. Unless you recognize regions as such (Taiwan
being the prime example) we will not be able to come up with

larize between national

a solution. Why do we need to dij
sovereignty and regional autonomy? They can go hand in
hand as in Puerto Rico. Goverments should allow regions to
interact with the global economy and the only way they can
achieve this is by investing in people because only people can
create added value." Ohmae took the US as an example
"Reagan’s deregulation policies created big problems vet the
economy is thriving. The deregulation of three fundamentally
borderless industries, financial institutions, transportation and
telecommunications, has really helped the US to become
strong for it has seen the emergence of new industrial zones
like Silicon Valley, Smart Valley, Las Vegas, Phoenix, Austin and
San Antonio.”

A more recent -.'.\.Ir1|j1||.' of interaction between government
and region is the Malaysian 2020 project. "Malaysia has pro
claimed an area of 15 by 50 kilometres 'Cyber Country'. This
area now forms a country within a country and is completely
‘governed’ on the basis of multi media applications. Here
‘cyber law” rules and the area is equipped with a world class
telecommunications infrastructure. With the help of this expe
rimental site, Malaysia hopes to gain an insight into the possi-

ble role of government in the future.”

According to Carlo Trojan the Furopean Union is the epitome
of a successful borderless union of nation states. "The EU is
the outcome of a project that has, from the outset, been driven
by a global political concept including peace, security, stability
and prosperity. The EU remains the first and only model of
deep regional integration aimed at creating the conditions for
lasting peace and prosperity.” As to the reasons for its success,
Irojan said: The European project has been built on a compre
hensive legal framework and stable institutions, This has guar
anteed a continuity across generations and a progressive cre
ation of instruments and policies aimed not only at strengthe-
ning peace and prosperity inside the EU, but also at contribu
ting to this objective world-wide.” In point of fact in a mere 40
years, the EL has reached a level of integration comparable in
many respects to a Federal State (single market, soon a single
currency), while still retaining the individual identities of its

Member States (language, culture).

[rojan recognised that European integration is an evolutionary

process but felt that the acceleration of history has forced the

EU to acknowledge its responsibility as a global player. He also

felt that whilst globalisation is good news - it means a
dependent world which provides widened opportuniti
also poses important challenges. "One of the most oby
consequences of globalisation is the weakening of the |
State's power to regulate its internal economic policy s
sfully as increased economic competition grows, An in
asingly borderless world can also give a free ride to crin
lution and economic disorder as well as leading to gron
inequalities. Hence the need for leaders to create and i
ment internationally acceptable rules and norms. S0 fa
the exception of the EU, the international economic or
been characterized by a shallow integration process wh
consisted mainly of removing barriers at the border wi
attermpt to bring national regulations and practices ing
Although he is at pains to point out that the EU is still
course of development, Trojan certainly believed that t
has recently exercised an undeniable influence in worls
both as a bench mark and as a driving force. "We have
example for other regions of the world. The EU has ac
magnet and we are currently engaged in an unprecedes
enlargement process with 10 to 12 countries. We are al
Union, in the process of providing the necessary frame
ensure that free circulation of goods and capital go har
hand with a monetary integration process. Finally, the

developed a method of economic and financial integra

which includes a process of economic, social and techr

Kenichi Olenae

Carlo Trojan



c. van der hoeven

Cees van der Hoeven

convergence that shified from harmonisation to mutual recog
nitlon, necessary to create a single market of a relevant size in
a !-:ll"hnll economy.” The method seems to have worked for

today the EU represents the largest economy in terms of GDP

and the largest trading partner in the world.

Cees van der Hoeven shared Trojan's view that the world is
changing at an enormous pace. "Communist regimes have
disappeared. Technology is developing faster, there have heen
breakthroughs in IT. We know that know-how travels across
borders. We have seen the emergence of developing nations
that not only have a good education system but also lower costs
of labour, These nations are now formidable competitors to
the mature ones, We can also discern a convergence of the
world economy with less inflation, lower current account deficits
and lower government spending in most countries.”

There are similar trends in industry. "In industries there is a
strong concentration taking place. We can only just begun to
see the the emergence of large industrial conglomerates and
we will eventually benefit greatly from economies of scale.
Although they aren't always tangible they present themselves
in the use of know-how and prevent us from reinventing the
wheel."

I'he Royal Ahold chairman felt that large companies are fin
ding they have a headstart over local competitors which is
strengthened by Information Technology. "You only have to
make one major investment in your industry and can apply
that knowledge in any other place. It (IT) also invites inter-
changes within and between companies.” But even though this
new breed has a headstart and will probably become a market
leader on a global scale, it faces an enormous k'hn:I“L'."l!.'.,L hecau-
se: "Every customer is a single individual and is local. We are
dealing with a dual challenge. On the one hand we have to cre
ate micro merchandising for customers, on the other we have
to make use of the global economies of scale." Ahald means to
overcome these hurdles and be one of the §l1||'||'_.,;| P]_.]!lh_q 5. "We
will do this in two ways both of which we already employ. The
first is by setting up a system in which we can {-x(h;'“]:‘,_:.'- infor-
mation fast, so that we can identify similarities and differences
in the retail market. The developments in the Chinese market
are 10 years behind.those in the Ceech Republic which are 10
years behind those in Portugal. As a result we can use informa-

tion we have .ll.'l.|l.'lrl.'l:| about the |’.:\:[|__-;._|\;|,_u,.g market and __|p|1:-

this to markets in, for example, China. Secondly, we will

Cncourage 1,1|_-npi._- to feel

pride in belonging somewhere for we
have only one purpose which is to provide customer satisfac-
tion everywhere, People must realise that we have grown as a
company by utilizing the opportunities of the global market

place without ever forgetting to look after the local customer,

Helmut Maucher clearly saw great similarities between the
rades the two organizations he chairs, play in the borderless
world. "The International Chamber of Commerce is the only
world business voice without branch particulars or interests, |
is important their voice is heard because the United Nations
and similar organizations are not business oriented, while
business is playing a bigger and bigger role. The 1CC would
like to be somewhat of an NGO, for we represent an importan
part of economic life.," Maucher felt that it's the 1CC's task to
increase the understanding between corporate and political
life. "We have to talk to as many politicians as we can because
it is important that we understand each other. Free trade is a
lovely sweeping statement but we need rules. Rules on invest
ment, rules on competition, rules on property rights and we
want to implement these rules in a fair and decent way. We
also need to develop social standards for in this field too,
much can be improved. | realise there are organizations out
there like the International Labor Organization but they seem
to have dealt with very little in the way of rules or standards."
Maucher felt that Nestlé, the company where he is chairman o
the board, has become more conscious of the need to develop
standards and the need to recognise social responsiblities, "We
cannot feed 6 or 7 or 8 billion people if we continue to eat the
way we are doing today which is consuming 60-70 kg of meat
per capita, We need to develop good plant-based food pro-
ducts. We have to grow food because meat is seven times more
expensive than plants, The other option we have is biogenetics
because genetically modified products can contribute tremen
dously to feeding the 800 million people who are almost
always hl.:ll'_:ﬁ y. It is in the interests of Mestlé but also other
companies who will deliver this technology to contribute to
more good and healthy food for this will increase prosperity in
the globalized world. More prosperity means more education

which automatically leads to more human rights."

ae
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The making of a global economic system

Chairman: Allen Weinstein

Maoderator: Jeffrey Sachs

Speakers: Kenichi Ohmae, Joe Duncan, Francis Fukuyama,
Helmut Maucher, C.K. Prahalad, Alexei Pushkov

Jeffrey Sachs summed it up perfectly ar the beginning of the final session of the first day:
"We are fortunate enough to have seated at this table some of the world's grear economic
theorists, practitioners and observers.” Who better to help us understand this complex

beast we call the global economy than the above?

Sachs: Many people have been extremely excited in recent years
about the possibility of a unified world economy. We are in the
midst of a great transformation but the process is a bit bumpier
than expected. Today has seen the largest financial bail-out for
the world's eleventh largest economy, South Korea. 60-65 billion

Jeffrey Sachs

dollars for an economy which did not seem to be in tre
This poses interesting questions and challenges as to wh
fragility of high-flving consumer economies such as M,
Hong Kong and South Korea is a sign of much deeper t
Is a unified world economic system really on the cards?



Kenichi Ohmae and Helmut Maucher

Ohmae: [ think it's a question of a system of economic inter-

dependence. Japan, for example, has financed one third of the
American deficit for over 10 years. The problem, however, is

that Japan is not allowed to sell their excess US securities even
though the country is having a liquidity crisis. The US has pro
vided financial liquidity, but won't allow the buyers to cash in
their investments. Japan, China and Korea could cause a lot of
problems for the American economy with their excess securi-

ties, and it's time the US recognises the problem.

Sachs: But is there then not something fundamentally Wrong

with Korea and Japan's mode of financing?

Ohmae: No. The US and Europe also have problems. I'm con-
vinced that adapting to the global economy will present pro
blems for countries which are unique to each individual count-
ry, and that these problems will have to be solved in the
appropriate manner. We should recognise that economic insta-

bility is part of the global system,

Sachs: Are these problems of instability in the private market
or 15 it the government policy which remains the source of the
problem?

Maucher: [ don't agree that we have to learn to live with these
crises. Of course, you have volatility in the free market but [
think these problems are also different in Europe and the US,
Nobody has to bail out the US. What is important to under
stand in a global economy is, that on the one hand, we favour
free trade, This keeps prosperity in the world. On the other
hand, there is no freedom without certain rules. We need a
common investment policy so that foreign capital is not diseri-
minated. The industrial world has long-term objectives where-
as the financial world sees things more in the short term. We
need to tackle two questions: What we can we do to control
opportunistic behaviour which endangers long-term prosperi
ty, and how can the understanding between the financial and

the industrial world be increased?

]

Duncan: Let people get smarter. Information is the lubricant
of the market economy. In Mexico many bankers made loans
based on balance sheets that were outdated. In the present
Asian crisis we had a lot of capital flowing into emerging mar
kets coming from people investing in mutual funds, These
people were not smart and didn't know about the risks invol
ved when investing in emerging markets. In this era of specula
tion, fear and greed, my main concern is how we can feed the
free market with information that makes for an intelligent

decision process as opposed to a non-intelligent one.

Prahalad: We believe that the process of globalisation can be
managed by countries, but [ believe it cannot be, It should be
compared with the Internet. There is no central management.
The desire for transparent, open market-based transactions is
going to transform the rest of the world and people who have
taken the liberty of hiding their economy through a wide
variety of processes are going to find the distortion they were
willing to support cannot be supported. [ think that the inter
dependencies and volatilities are a result of a historical shifi
between economic rationality and political- and institutional
distortion, Joe (Duncan) called it lack of information, I call it :
lack of transparency. [t's the same thing. If there is no transpa-
rency, you cannot have information and if vou don't have
access to information you cannot make intelligent decisions.
And the longer you postpone it (a transparent system) through
political and institutional processes, the more painful it will be
| agree with Mr Maucher that the financial and industrial
world seem to have a distortion but [ feel that the financial sys
tem is quite capable of inventing mechanisms for creating new
kinds of opportunities. However, any time vou have a society
with a closed social system with insider trading and social rela-
tionships like China, Japan or Germany, if it is not transparent
you will have problems of transition. Only when people and
knowledge are able to move freely, can we safely say that we are
moving towards a global economy, and for that, each country

will have to pay a different price.

Sachs: Perhaps Russia is the prime example of a closed system

being pried open?

Pushkov: Yes, it is being opened, and
at a very high cost, But we are opti-
mistic. In 1996, the most important
political threat (communism) to
Russia entering the world economic
system was removed. Russia is now a
member of most major financial
institutions like the World Bank, the
IMF and the G&. We have the same
rate of investment as China, but we
did start six vears later. We have also
experienced the negative effects ol
an open economy because last year

six to eight billion dollars were

removed from our market. The pro

blem with Russia is that it takes

Joseph Duncan



maoney two months to flee the country but six to get it back.
Although we have lost stability, our prospects are now much
greater than under communism. One of the main reasons for
that is that Russia will become extremely important as a sup-
plier of natural resources. The Caspian Sea will be the third
most important oil reserve area in Eurasia after the Persian
Gulf and Siberia. Indeed, China considers Russia’s electricity,
gas and oil reserves as one of the main sources for its develop-
ment into the 20th century. There is no doubt in Russia, that

Russia will be part of the global economy.

Fukuyama: Exchanging ideas about transitions at a forum
such as Global Panel is great fun, but actually implementing
these ideas has been much more difficult than anticipated. In
my view politics is the master science, not economics, There
have been huge debates between Keynesians and monetarists
and industrial policies and neo-classic policies. In the end,
Sachs' formula (Anglo-Saxon model), which includes privatisa
tion, trade liberalisation and transparency, won. The only pro-
blem is that these ideas have to be implemented through insti
tutions and institutions are awfully hard to construct, Many
countries have no institutions to begin with. It's easy to say
that a state needs to guarantec property rights but vou have
states that are incapable of implementing these guarantees
because they have no institutions to enforce or adjudicate
them. Then vou have states with the wrong institutions, They
are powerful but the institutions are abused by political inte
rests. So now you have a situation in which countries buy the
"Sachs formula®, they want the transparency, they want all the
good things on an ideological level, but they sit on top of
bureaucracies. Recently 1 was in Mexico and Turkey, and in
both countries the ministers of justice had just been indicted

for drug trafficking. When you hear about things like this, you

Avexer K. PUSHKOV

Director of Foreign Affairs, Russian Public Television

realise that it's not easy to institutionalise a rule of law
ce in places like that,

We need a political Sachs here. We need political strate
create institutions, Where culture comes in, is in the in
tional building capacity. That's where different societie
different capabilities. One of the reasons Japan, Korea ¢
Singapore did so well is that

their culture allowed them to

implement political strategies
to build competent state insti-
tutions. The question however
is whether even a clear set of
political strategies can help you
create a rule of law in, for exa-
mple, a society which is cor-
rupt, It is not a question econo-

mists are capable of answering,

Francis Fukuyvama »

Alexei Pushkov was born on August 10, 1954 in Moscow to a family of diplomats. He spent his childhood in Beijing and P
before graduating from the Moscow State Institute of International Relations. In 1979 Pushkov obtained his Ph.D. in Histc
International Relations.

From 1979 until 1983 he was a lecturer in International Relations at the Moscow State Institute of International Relations,
re moving on and becoming consulting editor of the international review 'Problems of Peace and Socialism’ in Prague. In |
he joined the group of foreign policy advisors and speech-writers of the Central Committee of the CPSU. The task of the g
was 1o develop a ‘new thinking’ in the USSRs relationship with the West and to back, conceptually, the necessity of putting
end to the Cold War. In this capacity Pushkov wrote extensively for Soviet liberal papers and reviews (lzvestia, Moscow nes
Literary Gazette, etc.) and from 1990 until 1991 he was the host of a TV talk-show on political issues which featured leadir
Soviet politicians.

In November 1991 Pushkov was appointed Deputy Editor-in-Chief for Foreign Affairs at the liberal weekly newspaper
‘Moscovskye Novosty' (Moscow News). In this position he was head of the paper’s edition in foreign laguages (English anc
French) and he wrote a regular column in the paper. Pushkov also wrote for foreign papers and reviews on Russian domes
and foreign policies.

Since April 1995, Pushkov has been Director of Public Relations and Foreign Affairs at the Russian Public Television Netw
(ORT). ORT is a company of mixed ownership (51% government and 49% private) which has started to broadcast on the
all-national channel and covers the totality of the Russian territory, as well as Central and Eastern Europe and part of the
Middle East. Its overall audience is estimated at 250 million people.



China’s modern strategy, explained by Chen Jinhua

One of the most important issues now confronting interna
tional politics is how an increasingly strong People’s
Republic of China (P.R.C.) will act within the framework of
growing international interdependency between the family-
members of nation states. The political management team
in Beijing recognises the necessity of expanding both its
diplomatic and economic links with the rest of the world,
Domestic changes in its politics, economy and social deve
lopment strengthened the P.R.C. to such an extent that it is
today a major global actor. The debate how to deal with the
awakened dragon, i.e. containment or engagement of China
is not longer opportune. Today the engagement argument
really offers the best chance of integrating the PR.C. into
the family of nation states. The complex rationale for an
engagement policy was explained by Chen Jinhua, Minister
of State for Planning, during the 1997 Global Panel
Meeting,

The prevailing view of present-day Chinese elites supports
the implementing of a global model, adjusted to the charac-
teristics of the Chinese conditions, Chen and his colleagues
reject common western models of globalisation. Operation
of markets are deeply affected by the structure of the typical
Chinese society, which constitute constraints affecting the
functioning of economic actors during market operations,
Meanwhile, establishing closer ties with China is a logical
consequence of its position in world politics as well as its
internal situation. The PR.C. is a country of much impor-
tance, Its culture is absolutely unique and links the Chinese
people together, political dynamics are rapidly increasing
and the system has sustained very rapid economic growth.
I'he minister agreed with the growing importance of the
doctrine and sets of principles for organising and managing
a market economy in his country.

The Chinese government takes the position that the ratio-
nale for a modern market system will maximise economic
growth and thereby improves human welfare, But mean
while Chen sees a connection between the process of econo-

Future leadership

Chairperson: Yvonne van Rooy

Speakers: Jan Baan, Doug Sweeny, Perry Odak

The final speakers at this year's Global Panel held widely diffe-
ring views about how to approach business. What was striking
however was the extent to which social capitalism played a role

in the lives of ar least two out of the three speakers.

Baan: The information element is the fourth production fac-
tor after human resources, money and equipment and infor-
mation technology has enabled us to change all these, and

other forms of business. Ironically, the main problem we are

mic growth produced by the free market system, and the

paolitical development. Evolution of the market by widening
the economic doors to the international political system
threatens the stability of Chinese society.

Without pronouncing it explicitly, Chen's address leads to
two conclusions. First, the distribution of industrial and
technological activities within the framework of a modern
market system is a central concern of the Chinese govern-
ment. But, due to the culture, the fundamental question of
who is to produce what, where and when is alive and kic-
king. The government will solve the problem of controlling
the macro-economic variables like price-inflation, employ-
ment, monetary stability, etcetera. Second, the PBR.C.s stra-
tegy is directed towards the realisation of a multipolar
muodel. This is determined by China’s influential role in
Chinese people’s culture.

Thus, the modern world is not vet understood as a monistic
system. Chinese leaders still embrace the theory of dualism.
Incorporation and transformation of the traditional
Chinese society into modern capitalist structures must be a
result of a natural process of adaptation without the danger
of disintegration and destabilisation of the Chinese society.
The address of the Chinese Secretary of State for Planning

Affairs was obvious on this point of dualism.

chen jnhua

Chen finhua

facing today is how we are going to overcome the complica-
tions [T has posed with regard to the advent of the year 2000.
But we mustn't complain too much for IT now enables you to
drive your business processes and improve your business, We
shouldn't forget, however, that business processes should start
generating T, and not the other way around. IT should be
used as a process of ongoing improvement and, in the end,
should help your process improve permanently.

I'his new era of information technology has also brought
about the need for a new workforce. We need other people,
not just people who are good in IT or good in business, but
people who are good in both. In other words we need people
who can bridge these two worlds. To that end, we at Baan,

have now started recruiting people straight from university



liimt Baan

and have started training them in both these facets.

| have often been asked how we have managed to grow so
quickly because Baan Company has gone from employing 213
{local) personnel to 3540 (global) personnel in only a decade.
My answer is simple. We do what we do for less than our com
petitors. How we do it is slightly more complicated. Firstly, we
invest a great deal in R&D. Secondly, we are one of the few in
the field of IT who have developed globally. Synchronising our
work world-wide allows us to do business in countries such as
India where the price is more attractive,

[here are, of course, other reasons for our growth and 1 will
put these down to my own personal philosophy on doing busi
ness. My first philosophy is a belief in a 'servant-leader’. People
don't work for me, [ work for my people. My other philosophy
is that the customer is the most important person [ do busi
ness with. As a result [ like to support him or her with what |
call the 3 I's: Risks in Innovation which enables me to leap-
frog the competition; taking Initiative. Never ask for permis-
sion, ask only for forgiveness, under one condition; you have
shown Integrity.

[ do have one final philosophy. Making money is a pleasure,

having money can be a problem. As a result, Baan Company

was sold to a charitable foundation a couple of years ago. My
brother and myself could be billionaires but we're pleased
we're not. That, [ feel, is the problem with IT. There's a lot of
wealth but the question is how you are contributing this

wealth to society.

Sweeny: At IBM we believe that we are on the threshold of
something really exciting, a new era. Some have called it the
digital economy, others, the knowledge era. We've called it the
network era for it's the connectivity that's now the defining

element of what is going on. This era will change everything:

businesses, government, lifestyles, the way we learn, the way we

work, the definition of industry and the role various countries
play in the global economy. The driving force of this network

era is not technology however. The driving force or trigger

event begins with deregulation, telecommunications ds
tion, banking deregulation which are going on all over
world. The second trigger event is the rise of consumer
The consumer is increasingly empowered with technol
information and as a result is able to execute the choic
recent study in the US showed that out of 5 million stu
who were on-line, 7 per cent were between the ages of

years old. It is no longer the 5 year old whao is the early
ter'. The third event is the shift from physical to digital
intellectual assets. If you wire up all the individuals in -
organisation into teams and then wire the entire organ
together vou get a tremendous amount of value. Studie
even suggested that you could get a forty per cent retu
vour investment if you do that. If you then connect all

suppliers, vou will get additional value and if you can «
to the billion or so people we expect will wire in, in the
you'll get even more value,

The network era will, we believe, impact every industn
planet, specially those in the more digitally oriented fie
finance, insurance and the media. Our predictions also
te that it will be a trillion dollar industry by the vear 2(

result, the world, both as businesses and individuals, is

asingly investing in I'T, for it has become increasingly ¢
you can't do business without a network and without ¢
ters. In terms of investment the US is 5 vears ahead of
which is 5 vears ahead of Western Europe. We feel that
nies and individuals in Western Europe will have to be

raged to invest more if they want to remain competitiv

global environment, However, in terms of innovation,

tries like Finland, Sweden and Norway are ahead of the

My next point, and it was something 1 was asked to tal
) | &

deals with leadership. We came up with six dimensions

thought were important in terms of what we call trans

tional leadership. The first is value net partnerships, By
by themselves are no longer the relevant strategic unit.
now essential that they operate within a value net for i

ness does not add value, the customer can now by pass

e second dimension is th

go straight to the supplier. T1
importance innovation over optimisation. Companies
longer afford to sit back and make the most of what th

they must continually come up with something new, T

is digital competencies. It was only recently that Kodak

its chemical competencies were increasingly less valual

van rooy
R

Yvonne van Hooy



digital world. They used to have to compete with companies
such as Fuji and Agfa in their core business, now they're also
having to compete with Microsoft in the digital imaging world.
Customer intimacy is also a dimension that should be conside-
red. The Internet booksellers Amazon have been building a
very comprehensive data base of individual customers and
their preferences, for they feel that the more they know about

> fifth

the customer, the better the service they can provide. T

dimension is leveraging knowledge. The term ‘knowledge
management’ is misused a lot. We think it relates to organisa-
tional learning for we feel there are a lot of corporations who
have a lot of knowledge which they aren't effectively sharing. [f
you could know what you do know as a corporation, then
learn what you don't know, and then apply that to the decision
process, creating new knowledge as you go to implement that
and then begin to build a repository inside the organisation of
the lessons learned from decisions, then you become a lear-
ning-based organisation and learn from vour mistakes. Finally,
there's !:|_'|_':|r14'-i|,|_!;'.'_ processes and behaviour, L s1ng ||_'-L|||||,||4\:;'.
in combination with what we call leader \|'|||,l behaviour {insp-
ring shared vision, empowering the workforce) achieved a bet-
ter P/E (price, earnings ratio) and better market cap. Going

one step further, and this reinforces what Jan has previously

said, we feel that if you combine technology, people (beha
viour) and processes you will bring about an optimal leaders

hip type of agenda.

Odak: [ want to take a totally different approach to talkin

about business and business in the future than either Jan or

Ben & Jerry's

[oug. I want to talk about a disparate model tha
has developed in the States

Ben & Jerry's has made a case for a dual bottom line. A bottom
line which 15 more than just a financial performance but one
which also includes social performance. The company's foun-
ders coined a phrase 'do good by \_|||||',:._l| good.” In other words
reputation matters. Recent surveys in the US have shown that
three quarters of consumers, with all I|'|||'-:_'|:\. |'-|_'i|1:‘._:| L'\||,|_|'_. will
buy from a company which has a strong social reputation, and
they prefer to buy from that company. Ben & Jerry's has made

a success out of a reputation of being socially responsible,

I'he company was built in a very non-traditional manner

d. sweeny

yweeny and II"{'I'."'I {.".'JIH k

Doug

virtually never spent a dollar on advertising and never used
any traditional marketing techniques. Ben & Jerry's was startec
in a gas station in Vermont by two very young entrepreneurs

rave back to the community. To allow

whao, from the outset, g

the company to grow they took it public using local Vermont
securities firms and publicly stated they had a three part mis-
sion statement. One was quality, two was a return to its inve-
stors and employees and three was a concern for the commu-
nity. It was something which had never been done before.

But what exactly does caring capitalism mean? It means the

following: 7.5 per cent of all pre-tax profits go to philanthropy

I whom this money is given is decided u pon |,'|!.' a group of
employees; the company pays a premium for all the milk it

buys to make its ice-cream and the reason is this. It buys its

ilk from small family farms instead of from large corporate
farms; other ingredients and items used in the products are
heavily sourced through minority supplies. The company feels
it has to use its buying practices to help those who are disenf
ranchised, those who need |'-.'||'l from |._I:'!_'l_'|' corporations; in
addition our "scoop shops’ (ice-cream parlours) in the US are
operated by non-profits. These are non-profit organisations
that hire and train the disenfranchised and unemplovable so

that they can get back in the mainstream of the economy. To

make sure the company is as good as its word, it hires an outs
ide firm once a vear, that does a social assessment audit which

is published in the annual report for everyone to see.

Ben & Jerry's has probably built one of the strongest brand
franchises that has ever been built in a very non-traditional
way. People in the US think that it's a billion dollar plus corpo
ration when in fact it's less than $200 million. This brings me

to my final point. Reputation matters and it's a matter of doin

good. We think it's a matter of doing good with our employ
ees, with our customers, with our communities, with our sup-
pliers, with our share holders and with our products. Five year:
ago in America there was little or no concern about procure-
ment practises. Today, Nike, Reebok and a number of other
companies have a global code of conduct in which they opera-
te. We believe we were the company that started this whole
process of caring capitalism and I believe that businesses in
general need to take an active role in being socially responsible

and giving back to the communities they operate in.

p. odak



Jan BAAN
Chairman and CEQ, Baan Company N.V,

Jan Baan, founder and Chairman of the Board of The Baan Company N.V., is an acknowledged leader in developing the wi
wide market for Enterprise Resource Planning ( ERP) software,

The § 10 billion per year ERP market is used by businesses to plan and schedule the complex logistics of the extended man
turing enterprise on a global scale with emphasis on maximizing competitive advantage. Baan founded the company whick
ries his name in 1978, and began development of his first software package in 1979. Reflecting its growth from a small Dut
firm to a global enterprise, The Baan Company conducted its initial public offering in 1995 on the Nasdag and Amsterdam
Stock Exchanges, and posted revenues of $ 388 million in 1996, The company is currently viewed by industry watchers as t
fastest growing ERP supplier, with “best of breed” solutions for a marketplace with rapidly changing needs.

Baan's preparation for work as a visionary in the business software industry centres around a fascination with manufacturi
combined with a demanding eye for detail. He began his working life as an administrative clerk at a Dutch meat packer, wl
he delved into inventory control after hours to understand the flow of goods in and out of the company. After holding a su
sion of positions as an assistant accountant and then controller of wholesale and food manufacturing companies, Baan att
business college, He started his own business as an accountancy consullant in 1978, specializing in financial engineering, W
the development of his first software package, he entered what was to become the ERP industry. Baan's personal philosoph
innovation, integrity and initiative has guided The Baan Company’s growth and success, where the focus is on teamwork a
healthy balance of work and personal life for employees.

Doucras M. SWEENY
Vice-President, Strategic Development, IBM Corporation

Douglas Sweeny assists the Chairman and Corporate Executive Committee in formulating IBM’s worldwide business strat
Prior to this, he served as Vice-President of Operations and Business Development for [BM Network Application Services.
also held the position of Vice-President, Market Development for Personal Systems Line of Business and was General Man
of the Intelligent Communications Services and Speech Recognition Business Units.

Priot to that, Sweeny was [BM Director of Business Strategy at Corporate Headquarters where he conducted the strategic |
ning conferences and helped architect IBM’s market-driven quality and global services strategies,

He also held executive positions in storage systems and large systems product planning, U.S. marketing strategy and was
Executive Assistant to the President of ULS. Marketing.

Sweeny is a graduate of Brown University and attended Harvard, the University of Michigan, and the University of Conne
graduate schools.

He is a Trustee of the Marketing Science Institute, a member of the Conference Board and the Strategic Leadership Forum

Perry D. ODAK
Chairman Ben & Jerry's

Perry D Odak is the CEO of Ben & Jerry's Homemade, Inc., the Vermont-based manufacturer of ice cream, frozen yogurt
sorbet. The company currently distributes ice cream, low-fat ice cream,

frozen yogurt and sorbet products in all 50 states and has over 160 franchised shops in 20 states.

Ben & Jerry's international operations include licences in Israel and Canada, and distribution in the United Kingdom, Frar
Belgium, the Netherlands and Luxembourg. The company just announced plans to enter Japan, Singapore, Malaysia, and t
United Arab Emirates.

Prior to joining Ben & Jerry's on January 2, 1997, Odak held senior leadership in a wide variety of consumer product and
ling companies, both publicly traded and privately held. He started his career in 1969 on the food side of Armour-Dial, In
Fortune 500 consumer product business but has also worked for Jovan, Inc. and Atari. He became a partner in Catalyst
Technologies, a principal in a private consulting business and he has also worked with Investcorp International, the highly
cessful merchant bank. While at Investcorp he developed and executed a successful strategy for Dellwood Foods, a large da
that included a buy out and merger with Tuscan, the largest dairy in metropolitan New York. Immediately before joining Ben
Jerry's, he had been part of the senior management team working with U.S. Repeating Arms Co. {Winchester) and Brownin,
manufacturer of outdoor and recreation sporting goods.

Perry Odak earned a B.5. and M.5. degree in Applied Economics from Cornell University.
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Global Panel parallel & special sessions
NIPO Survey ‘Daily Business in China’
In the opinion of Chinese managers, Western European companies offer insufficient price-value for money

The Global Panel Meeting 1997, which focused partly on trade with the Far East, provided an excellent occasion for NIPO, the market
research institute, to carry out research among both Chinese and European companies. For this survey, 200 Chinese, and 200 European
business executives were interviewed. The fieldwork in China was conducted by ACR, the research agency of NIPO in Hong Kong, whil
NIPO conducted a similar survey in Western Europe.

For Chinese companies, a good price-quality ratio is the most important requirement for foreign business partners. It would seem that
China places far more emphasis on a favourable price-quality ratio than Western Europe; Western European businesses, in contrast,
emphasise such things as the reliability of the business partner, keeping agreements and the delivery of goods and services on time.

1 | Most important criteria a foreign business partner should meet

according to Chinese according to Western
comparnies European companies
% Y

favourable price-quality ratio 57 28

solid financial basis 10 11

reliability 16 22

keeping agreements 5 19

deliveries on time 0 5

In connection with this, it is very important to note that Chinese managers expect a favourable price-quality ratio from Japan and the
United States in particular, and to a much lesser extent from Western Europe. Western European companies on the ather hand do
believe that there is much to be had for the money in the countries in and around Europe.

21 Countries where people except the highest price-quality ratio

according to Chinese according to Western
companies European companies
% %

Japan i3 5

United States 0 11

{other) European countries 19 43

other Far Eastern countries 3 b

Chinese companies in favour of liberalisation of trade

Although the Chinese economy has seen far-reaching liberalisation in the past years, the Chinese government still exerts a great deal of
influence on the international trade of Chinese businesses. This influence extends to such things as the choice of a Western (partner)
company for joint ventures.

Chinese businesses are clearly for greater liberalisation in the choice of trade partners. Three quarters of businessmen (76%) are of the
apinion that the Chinese government should interfere less with the choice of a partner, and only 17% is against greater liberalisation;

7% has no opinion.

3 | The Chinese government should interfere less with a Chinese company’s choice of an international business partner

%o
agree 76
disagree 17
no opinion ri

It should also be noted here that many Chinese companies consider it important that Western companies support the foreign policy
of the Chinese government.
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4 | How important do you find support of Western companies for Chinese foreign policy?

important 47
neither important nor unimportant 29
unimportant 19
na opinion 5

The Netherlands is reasonably well known among Chinese businessmen: mo
half of those interviewed say they know something (52%) or a great deal (3¢
the Netherlands. Respondents who said that they knew (a bit) about The Net
were asked to tell which Dutch firms they were acquainted with, Philips is the m
known company (73%), followed by Shell {14%), Heineken (12%), and Unilev

Only one out of ten (9%) respondents was unable to name anv Dutch comp

About NIPO

The market research institute, NIPO, is the largest market research company
MNetherlands. NIPOY is a full service market research agency: quantitative rese
group discussions, marketing consultancy, are only a few parts of the researc
tions MIPO can offer. NIPO is one of the largest Business-to-Business resear
cies in Europe. The NIPO Business Monitor, a continuous B-to-B survey, co
20,000 interviews each year. For pan-European research, NIPO has its own f
agency in Luxembourg. Chinese and Southeast Asian research is co-ordinate

MIPO's burean in Hong Kong, Asian Commercial Research (ACR),

A-2774 fieldwork: 17-26 November 1997 Opportunities for Chinese-Europe
Business Relations NIPO-ACR-Global Panel. 400 interviews, 200 with Chine
nessmen and 200 with Dutch businessmen. Random survey margins apply t

The NIPO survey on "Daily Business in Ching”  results of this survey. For 200 responses, the random survey margins are plu
al China lunch session (hosted by LGT Asset 5.6 for results of about 20% and plus/minus 7.1 for results of about 500,

Management)

The Renault Master

While in 1995 and 1996, Renault welcomed its guests in a top-
of-the-line static car show, the 1997 participation of the French
number 1 car maker included the V.I.P. intro of their 1998
International Van of the year; the Renault Master.

With this introduction of a complete range of Light
Commercial Vehicles during the 1997 Global Panel, Renault

achieved two specific goals:

- offering the complete ambiance for its guests

- owverall exposure during the two-dayvs program

The Renault program included a special presentation in the
PW.A. hall for 90 special invitees including a live product reve-
al on stage.

During the 453-minutes program, Renault Director Henry Buis
also presented the fast Global Growth of Renault focussing on

South America, the Far East and Russia.

MNeedless to say that during the two days, Renault with its
monospace vehicles like Scenic and Espace, served as official

CATTIET,

Henry Buis, Director Fleet Sates Renault Nederland
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