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Chapter 4

The Business Imperative for Change

Heather Carmody

t the recent National Summit on Debt,
attended by 350 of Australia’s business
leaders, the central preoccupation was with
the burden of our national debt, the need
to increase the supply and quality of our
tradeable goods, to become internationally
competitive and to make better use of our
capital,

The Macro View

Australia has to become more productive. A number
of speakers made strong pleas for better use of our
human resources and our human capital. Eve Mahlab
described past practices as a “profligate waste of
human resources and potential”.

Within companies, all aspects of business are
increasingly coming under scrutiny. Matching not only
domestic, but also international competitors has
increased in importance. There is a growing
understanding that it is not enough to have the best
technology, or the best marketing brains or the biggest
hole in the ground. The management of people is now
seen to be critical to success - certainly by most CEO'’s
of larger organisations.

The Global Context for Reform

Part of the pressure for labour market reform is
politically derived. To a significant extent, however,
the pressure for change has an economic source. It's
therefore relevant to dwell for a moment on the
economic environment in which Australians now find
themselves.

A key feature is that it is a more competitive
environment. Kenichi Ohmae, Managing Director of
McKinsey and Co. in Japan, talks of the global
marketplace.! He argues that the world marketplace is
concentrated in several linked economies within the
OECD - particularly Japan, North America and
Western Europe. The OECD countries produce and
spend 75 per cent of the annual income of the world.
Within these three economies and increasingly North-
East Asia, there has been a rapid disappearance of
national borders. Economic activity is based on the
much freer flow of information, corporations, people

- and investments across national boundaries. For
example, if the US economy picks up, jobs are created

in Mexico or Australia. The advent of the single market
in Europe in 1992 will mean that jobs may be conserved
within the European context, but not within the
traditional nation-state.

Ohmae also pointed out that for the first time in
human history, wealth is created in the marketplace,
not in land or resources. For example, Switzerland has
an even smaller domestic market (six million) than
Australia’s yet they have the highest per capita GNP in
the OECD.

Closer to home, compared with our neighbours and
competitors South Korea, Taiwan, Hong Kong,
Thailand, Singapore and Malaysia, Australia has had
the lowest GDP growth (real) since 1983. Australia,
like other countries, has a population which in
consumption terms are free traders. We can and do
buy from anywhere in the world and so do our
overseas counterparts. We all want the best our money
will buy - whether that’s commodities, tradeable goods
or services. Basically then, our future economic success
depends on our ability to win enough market share
against all comers — not just the company down the
road. Inother countries that recognition has resulted in
radical changes. For example, Japan used to have 270
motor bike producers; now they have four, all highly
successful.

It is essential that Australia stops its current slide
down the international ladder. We have to do much
better in the international marketplace. Arguably, the
way to do this is by having enough enterprises
succeeding as exporters or competitors in the import
market, or both. 2

Partly then, the power resides with us, the
consumers. Products and services have to keep
meeting our needs or we will buy elsewhere. The hip-
pocket nerve reigns. For instance, bread used to be full
loaf, half loaf, tank loaf — brown or white. Now there
are dozens of varieties.

Examples like that remind us that as managers we
have to find ways to differentiate ourselves in the
marketplace. One organisation differentiates itself
from another by its cost structure, quality, service,
design, access to product, etcetera. Basically, the
marketplace decisions that drive the economy are not
based on where something is made. We buy
something because of a company’s ability to discern
and satisfy our needs better than its competitors and to
let us know about that. IBM and McDonald’s are not
successful merely because they are American.






