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With 2014 only a couple of weeks away, it is fascinating to wonder what dramatic innovations the New Year
will bring. Radical innovation has become a fact of everyday life — in just three years since its launch, the iPad
has transformed personal computing. Meanwhile, more value has been created in the last decade by college
grads and dropouts powered by a combination of instant noodles, Red Bull and venture capital, than by the
leading companies from the 1990s. Thus both consumers and stock markets have embraced innovation in

dramatic style.

And yet instinctively we fear change, not least because we feel it often involves risk and uncertainty. You still
hear the phrase “No-one ever got fired for buying IBM” decades after IBM’s equipment businesses died, and
the company had to transform its business dramatically in order to survive. But the world is changing more
and more rapidly, and decision-making is becoming more and more complex for governments and companies,

and even for individuals.

With this as context, it’s clear that a slavish reliance on instinct and experience is not that well suited to a
data-rich and deeply interconnected world. It gives a monochromatic view of opportunities, and allows
organisations to be blown along by the winds of their own history. If you do this, your destiny will be chosen by
the many accidents in your past, and managers will be nothing more than passengers on an unpiloted vessel.

For much of the last two years, we have
written about the many opportunities that are
there to be seized by individuals, companies
and governments. Unlocking their innate
value may not be easy, but one thing is clear
— differentiation and outperformance will not
be unlocked by sitting on the sidelines. The
winners of the next decade will be those that
look, and then have the courage to leap.

So how do we shake off our collective
fear of the unknown? After we’ve done our
research, how can we have the confidence to
lead from the front?

Embrace uncertainty

The answer is deceptively simple. First
and foremost, we must focus much more
strongly on the future, to compensate for
the challenges that come from operating
in a fast-moving environment. Does this

sound counter-intuitive? If you drive down
a motorway, you must look further ahead if
you are to avoid any obstacles on the road in
good time. Staring at the bitumen thirty feet
in front of you would be suicide, quite literally.
So too it has to be in business. Focussing
on the short term, in the form of quarterly
earnings reports and near term budgets,
simply increases the risk of a corporate
crash and increases the chance of your
organisation facing its own Nokia moment.
As a reminder, barely a decade ago, Nokia
was the clear world leader in mobile phones,
with a market value of around $100bn. Since
then, Nokia’s market value has fallen by some
90%, and it recently agreed to sell its devices
business to Microsoft for just US$7bn.
Over the same period, Apple re-imagined
its business, thanks to the relentless and
innovative vision of Steve Jobs. It became

i one of the most highly valued companies in
i the world as a result, with a market value of

close to $500bn. Whether it can continue to
innovate and focus on the future, of course,
remains to be seen.

Know the future
Some may say that anticipating the future
is incredibly difficult. With technological

i change and innovation continuing to
i accelerate, how on earth can you reliably

predict developments five or ten years
hence? As almost any entrepreneurial

i scientist or innovator will tell you,

however, you very frequently can. Apple’s
revolutionary smart-phone was envisioned by
technologists a decade or more in advance
of its launch. Its timing was driven principally
by the miniaturisation of computers (in

© sizeand power usage), improving battery
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“Drop the frog into very hot water, and it will
leap out. Slide him into cool water and turn
up the heat, and the frog will simply cook.”

technology and the refinement of touch
screens. Indeed Nokia had experimented
with a product that looked to all intents and
purposes exactly like an iPhone some four
years previously, but stuck with the tried
and tested candy-bar format. As another
example, we know today that 2020 will

see the advent of the next big revolution

in televisions, a format known as Super Hi
Vision or 8K. This is the next step-change
in resolution (after the latest generation

4K televisions) and was already used to
broadcast parts of the London Olympics. In
essence, it is IMAX for the living room. And,
like many technologies, it will drive wider
change: you will need a fibre connection to
take advantage of its capabilities.

Think the unthinkable

Early this year, | had the pleasure of
attending the 2013 TCS Innovation Forum
in Silicon Valley. From machine to machine
communications, virtual architectures,
augmented reality, the internet of things and
computer learning to mobility, social media,
cloud, big data and Bayesian statistics, a
heady cocktail of trends was on the agenda.
These concepts are already impacting not
only large enterprises, but also day to day
media commentary about many subjects.
The implications of these trends are,
however, much more subtle and will have

profound implications for many organisations.

At the deepest level, the fundamental
building blocks for any enterprise won’t
change. There will still be customers,
employees, suppliers, processes and
decision-making. But where and how and
why interactions occur and decisions are
made will evolve dramatically. Social media
and online inter-connectivity will accelerate,
to touch many more areas of people’s lives,
as the sophistication of the relevant products
and platforms improves. These interactions
will happen everywhere, all the time, showing
the importance of mobility. Data will be
gathered on almost everything, redefining the
big in big data, and the Bayesian statisticians
will have their day.

As a result, the mindsets of Boards,
managers and employees must become
fundamentally more flexible. More than just
the buzz words of today, every individual
must find ways to embrace continuing
change. This implies a need for a dramatic
socialisation of business processes at all
levels — whether at the transaction layer, the

collaborative layer or the intelligence
layer. The practical implications of all
of this are entertaining to speculate
about - dramatic changes in business
models, the arrival of service robots,
driverless cars and drones delivering
pizza. And these aren’t idle fantasies
— the technologies are already well
advanced. All that remains is to see
who wins and who loses as day to
day normality is redefined.

The Frog’s Christmas Wish
The story of the frog and the pan
of water is an old one. Drop the
frog into very hot water, and

it will leap out. Slide him into
cool water and turn up the

heat, and the frog will simply
cook. In my new book, The
Long Term Starts Tomorrow,

| explore why it is so T
tempting for organisations

and governments to ignore
the long term trends (the

pan slowly warming on

the stove) and focus on

the short term. Jorgen’s Frog'
appears towards the end of the book,
personifying one of the greatest challenges of
the modern day.

Frogs are hard-wired to prefer approaches
that are tried and tested — in other words,
to be able to rely on instinct and past
experience as a guide to what will work in
the future. This has worked well for animals,
whose survival depends on their habitual
evening walk to the watering hole, down a
path worn by previous generations. And
the same logic has worked well in large
organisations for hundreds of years — in
many industries a business plan laid out in
1820 would have been just as relevant to the
world ten or twenty years later, as the pace of
change was so much slower. But even wild
animals know they have to remain vigilant for
the changes that augur unexpected danger
—the old, infirm or sleepy are nothing more
than prey for lean and hungry predators.

The Frog’s Christmas Wish is that we all
learn from its experience. In a world that is
changing more and more rapidly, we must
become more comfortable with doing things
differently and more wary of habit. We must
learn to trust the data (the thermometer
in the pan) and think about the long run
implications. In short, if you are tempted

N'gel Lak

to stick with the cool comfort and ready
familiarity of the status quo, ask yourself this:
Can you can really be sure that you’re not
about to be cooked?

Collectively, we are driving down a
motorway, and technological innovation and
the sharing of information provides a heavy
foot on the accelerator. The more rapidly we
drive, the more important it is that we focus
further ahead. Those that succeed, and
anticipate developments well in advance,
will reap great advantage. As 2013 draws
to a close, we join with the frog in wishing
you the courage to make the bold choices to
embrace these opportunities, and to make
the most of all that 2014 holds. 14

Nigel Lake is Joint CEO of Pottinger and
author of The Long Term Starts Tomorrow.
He works with CEOs and Boards to help
them break free from the constraints of
short term thinking to unlock sustainable
growth and enduring shareholder value

"Named after Professor Jorgen Randers, who
inspired the original concept for my book
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Latest issue from Pottinger Perspectives:

The dragon holds an important position in history, folklore
and symbolism across many parts of the Asian region. In
China, the dragon is the highest-ranking animal in the animal
hierarchy, strongly associated at one time with the Emperor
and hence with significant power and majesty. In Vietnam,
ancient folklore suggests that the Vietnamese people were
descended from the dragon, and the symbol of the dragon
represents, among other things, universe, life, existence

and growth. Nearly every country in the region has its own
particular twist on this mythology.
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Over the last year, the allure of Asia has been overwhelming.
Companies around the world have refocused on the
opportunities for profitable growth that might exist in the
region. Yet, history is littered with the bodies of companies
that sought offshore diversification into unfamiliar markets and
failed to make the numbers stack up. In Australia’s case, a
number of those local subsidiaries of British parents were sold
off and went on to become enormously valuable in their own
right, driven by a more motivated management team and a
better strategy.

With this in mind, in “Flying with the dragon”, we explore new
ways of thinking about the opportunities that Asia presents,

FLYING WITH THE and how they can be unlocked by embracing the region’s

incredible diversity of cultures, economies and histories.
DRAGON

RIDING THE NEXT WAVE OF GLOBAL GROWTH

About Pottinger

Pottinger is a multiple award-winning strategic and financial advisory firm.

We help our clients to adapt, innovate and transform their organisations to ensure their sustained
success in today’s increasingly complex and fast-moving business and economic environment.
We do this by providing insight and advice that encompasses the design of strategy and the
negotiation and execution of M&A transactions.

Our clients say that we offer a completely different proposition to traditional consulting and
investment banking advisors, seamlessly integrating true strategic thinking, commercial insight,
financial expertise and execution excellence. Our assignments typically relate to one or more of:
e Strategy and public policy

* Mergers and acquisitions
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T Al el ol RS For further information, please contact

e Restructuring and capital advice either of our joint CEOs.

¢ Risk, sustainability and related decision-making dralkellve )
e cassandra.kelly@pottinger.com

Together our team has advised on over 200 M&A and financing transactions, as well as many e nigel.lake@pottinger.com

significant strategic advisory assignments. Our experience covers most of the world’s larger

economies, and we enjoy the complexity of assignments that extend across borders and cultures. ¢ p +6129225 8000
w pottinger.com

We are regarded as an industry leader in productivity and as a role model for investment in our
people. We have been recognised by the Australian Workforce and Productivity Agency as a
benchmark for effective skills development in financial services and for the last seven years we
have been awarded “Recommended Employer” by the Australian Business Awards.
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The Keys To The Nation
Opening the doors to long
term growth
Read more...
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AUSTRALIA

DELIVERING INFRASTRUCTURE
TO SUPPORT GROWTH

Building Australia
Delivering Infrastructure to
support growth

Read more...
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Building Australia #2
Improving Australia’s Financial
Infrastructure

Read more...
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Building Australia - Full
white paper

Delivering Infrastructure to
support growth

Read more...
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Free Energy

How much money is buried
in landfill

Read more...

DON’T'NORMALISE
HE NORM

OVERCORRECTING FOR UNDERPERFORMANCE

Don’t Normalise The Norm
Overcorrecting for
Underperformance

Read more...

AUSTRALIA:
THE ASIAN
HOME OF
INNOVATION

Australia: The Asian Home
Of Innovation

Securing Australia’s future as an
Asia-Pacific finance hub

Read more...

Hopenomics or Leadership?
Securing Australia’s prosperity
in an uncertain world

Read more...
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The Dragon’s Best Friend
Unleashing the potential for
growth

Read more...
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When the App Bubble Bursts
Will Investors Become Angry
Birds

Read more...

Pottinger

PERSPEGTIVES

EMBRACE

Embrace madness
Read more...
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'WHAT DO SAUDI ARABIA,
THAILAND, IRAN, INDONESIA,
ARGENTINA, JAPAN AND RUSSIA!
ALL HAVE IN COMMON?

What Do Saudi Arabia,
Thailand, Iran, Indonesia,
Argentina, Japan And Russia
All Have In Common?

Election 2013: Pundits V
Predictive Statistics

Read more...
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GROANING OR GROWING?

Using risk, communication & sustainability
to drive shareholder value

Groaning or Growing
Using risk, communication
& sustainability to drive
shareholder value

Read more...

ABBEY ROAD REVISITED

Revolution or rejection?
The unpredictable path to greatness.

Abbey Road

Revolution or rejection? The
unpredictable path to greatness
Read more...

Please visit www.pottinger.com/think to see all our latest news and articles from the team
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