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the effectiveness of management tools over the years. As part of our survey, we also ask executives for their
opinions on a range of important business issues. As a result, we are able to track and report on changing
management priorities.
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Global survey results

Bain & Company has been conducting global
Management Tools and Trends surveys since
1993. Never before have we surveyed execu-
tives during a period of such economic turbu-
lence. It is a sign of the times that a cost-cut-
ting tool—Benchmarking—has become the
most popular tool for the first time in 11 years.
The latest questionnaire was conducted in
January 2009 and reflects behavior in 2008.
(See figure 1.) It was completed by 1,430
international executives from companies in a
broad range of industries and focuses on 25
tools. (See “A history of Bain’s Management
Tools and Trends Survey,” opposite page.)
Their answers provide insights into how they
think their companies are performing in the
downturn and where they believe their organ-

izations ultimately are headed.
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Our recent findings reveal both common
themes and distinct differences across regions
and industries. Overall, tool use has declined
worldwide since 2006. (See figure 2.) Although
most executives are primarily worried about
successfully tackling short-term financial
pressures, they are generally optimistic about
the future of their companies. We also found
that established economies are much less
focused on growth and innovation than
emerging economies are; that's especially true
in North America, where the emphasis on
cost cutting is the strongest.

As an indication of where executives feel their
companies are headed, the vast majority—8&8
percent—of those who downsized in 2008
plan more cuts in 2009. Manufacturers and
financial services companies are projected to
be the heaviest downsizers. A higher percent-
age of executives in those industries expect to
have significant lay offs in 2009.

Figure 1: 12 surveys, 92,933 respondents covering a 16-year span
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Figure 2: Tool usage dropped dramatically in 2008
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Among the other trends to surface: Only 24
percent of executives surveyed believe that the
market leaders of today will still be the leaders
in five years. We also found that technology
and telecommunication companies are the most
focused on innovation. And retail and con-
sumer products executives overwhelmingly
believe they’ll use the recession to improve
their competitive position.

Our survey shows that, as executives shift
their objectives and priorities, they also are
changing the tools they use to manage their
businesses. Two cost-cutting-related tools—
Benchmarking and Outsourcing—moved up
on our Top Ten list. (See figure 3.) Others,
like Strategic Planning and Mission and
Vision Statements, are heavily used regardless
of the economic cycle.

This year’s survey found three strong themes.

1999

2000 2002 2004 2006 2008

Theme 1: Cost cutting is key

As the recession intensifies, executives deci-
sions increasingly are driven by short-term
cost-cutting goals. Seven out of 10 executives
surveyed say they are worried about how
they’ll meet their growth targets in 2009, and
six out of 10 are planning for a downturn that
they expect will last at least until early 2010.
That concern is reflected in the increasing
popularity of Benchmarking as a way to achieve

cost-reduction targets.

While executives—particularly in North America—
are heavy users of Benchmarking, they are not
uniformly satisfied with the results. The tool
landed in the middle of our list for satisfaction.
As a sign of the times, Benchmarking knocked
out Strategic Planning, now No. 2, which had

topped the tool usage list since 1998. Outsourcing
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also has moved up from seventh to the fourth
most-used tool. And Business Process Reengin-
eering, another tool often associated with cost

cutting, also is in the top 10.

In follow-up interviews, executives described
the battle to contain costs. The vice president
of a large insurance company explained, “We're
eliminating discretionary investments, and we're
off-shoring and outsourcing as much as we can
to maintain the lowest possible cost structure.
We're concentrating on keeping the legacy

systems afloat.”

Our survey found that more layoffs are in the
cards, even though half of the executives
believe that “we should focus more on revenue
growth and less on cost reduction.” Globally,
almost 6o percent of those surveyed expect to

make significant layoffs in 2009, almost dou-
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ble the number—34 percent—in 2008. North
America is the layoff leader, with 70 percent
of the executives planning 2009 layoffs.

Despite the popularity of Downsizing, our
research from previous downturns shows that
layoffs sometimes come at a heavy cost. In
addition to risking the loss of employee sup-
port, investors may perceive multiple rounds
of layoffs as a symptom of mismanagement
and shun the stock. To restore confidence, they
need to see a strategy shift to correct problems

that necessitated layoffs in the first place.

Not every region is as focused on cost
reductions. European and Asian executives
are less concerned than their counterparts in
North and Latin America about meeting
growth targets.

Theme 2: Optimism about
future growth

Our survey sheds light on a paradox. Even as
executives express deep concerns about their
short-term financial outlook, they are voicing
optimism about the long term. (See figure 4.)
We found that 75 percent of the executives
expect to use the recession to improve their
competitive position. Since not everyone will
end up ahead, such across-the-board optimism
seems unrealistic. One executive in the hard-
hit financial services sector explained why he’s
so upbeat: “In the short term, the extent to
which our customers are having difficult times
reflects on us. But from a long-term perspec-
tive, we're very confident. We have the right
business model, and even if we lose some cus-
tomers in the short term, we are confident

that we’ll win some back in the long term.”
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Figure 4: Executives express strong concerns and surprising long-term optimism

Culture is as important as strategy for business success 80%
Innovation is more important than cost reduction for longterm success 76%
Our company will use this recession to improve our competitive position 75%
Government regulation of business will increase over the next five years 71%
The current downturn will change consumer behaviors for at least three years 71%
| am very concerned about how we will meet growth targets in 2009 70%
International growth will be vital to our performance over the next five years 66%
We are planning for a downturn that will last at least until early 2010 64%
We could dramatically boost innovation by collaborating with other companies 58%
We should focus more on revenue growth and less on cost reductions 53%
Our entire organization is actively engaged in improving innovation 52%
Unclear decision-making authority is hurting our performance 50%
Insufficient customer insight is hurting our performance 46%
Our decisions are being driven by shortterm financials, not long-term strategies 44%
We will pursue sustainability initiatives even if they hurt our profits 44%
Our top executives are comfortable taking higher risks for potentially higher refurns 40%
Other emerging markets now offer better opportunities than China and India 38%
Our company will have significant layoffs in 2009 36%
Our company waited too long to respond o this economic downturn 25%
Almost all of today’s market leaders will still be leaders five years from now 24%

Another key finding: many companies are
looking hard at ways beyond cost cutting to
stabilize their businesses. To help achieve that
goal in 2009, executives predict that they’ll
increase their use of all 25 management tools
in our survey. Tools that promote growth are

expected to have the biggest gains.

“We're using this downturn as an opportunity
to aggressively pursue our customers and
understand their needs and business drivers,”
said the director of a telecommunications
company that is using deeper customer
insights to spur both growth and customer
loyalty. “We're focusing on relationships, tai-
loring our solutions to customers’ needs and
providing superior service.”

Although we've learned from previous sur-
veys that tool use rarely increases as much as

executives anticipate, the responses provide

insights into their objectives. For example,
only 10 percent now use Decision Rights
Tools—a systematic way for organizations to
make key operating decisions and put them
into action. But 39 percent of the executives
say they plan to use the tool this year.

What this tells us is that even as they struggle
through the worst downturn in their experience,
many executives are recognizing the need to
continue developing capabilities like innova-
tion and organizational effectiveness in lock-

step with trimming their ranks.

As they look to the future, our survey found
wide regional variation among respondents’
expectations regarding international growth.
When asked if international growth will be
vital to their performance over the next five
years, 82 percent of Asian respondents agreed.
That compares with 75 percent in Europe, 58



percent in Latin America and 55 percent in
North America. (See figure 5.)

Innovation is another test of a company’s
focus on growth. (See figure 5.) Globally, two
of the five tools with the largest projected
jump in use between 2008 and 2009 are Voice
of the Customer Innovation and Collaborative
Innovation. Asian companies expressed the
strongest commitment to innovation. While
still heavily using tools like Downsizing to
contain costs, 84 percent of Asians surveyed
agreed that “innovation is more important than
cost reduction for long-term success,” followed
by Latin America (78 percent) and Europe (75
percent). North America trailed with just 67
percent. And two-thirds of Asian managers
said that “we could dramatically boost innova-

tion by collaborating with other companies.”
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Theme 3: Confidence in India
and Latin America

Despite the global downturn, confidence
remained relatively high among executives in
India and Latin America when we surveyed
them in January, even as projections for GDP
growth dropped in both places. Executives in
China, who felt the pains of the downturn ear-

lier, appeared less confident.

When asked if they are planning for the down-
turn to last until early 2010, a full 70 percent
of the Chinese executives agreed, compared
with only 56 percent of the Indian respondents.
This difference is underscored by downsizing
plans for 2009—40 percent at Chinese firms
say they will have significant layoffs, but just
23 percent of Indian respondents expect sig-

nificant layoffs.

Figure 5: North Americans are less focused on innovation and international growth than

rest of the world
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Worldwide,
tool usage
declined, with
firms employing
an average

of 11 fools,
down from

15 in 20006.

BAIN & COMPANY

Management Tools and Trends 2009

Indian and Latin American executives also are
less critical of company management—
almost two-thirds of the Chinese respondents
believe that unclear decision-making authority
is hurting their performance, in contrast to
less than half of the Indian and Latin Americans
executives. Finally, the overwhelming majori-
ty of Indian and Latin American managers say
they’ll use the recession to improve their com-
petitive position, while Chinese companies are
somewhat less confident.

Latin American companies’ focus on growth
is apparent in their tool choices. They are most
likely to use Strategic Planning and Growth
Strategy Tools in 2009.

In Asia-Pacific, we found some distinct
differences in how tools are used throughout
the region:

« Chinese companies use Benchmarking,
Strategic Planning, Supply Chain Man-
agement and Total Quality Management
more than their counterparts elsewhere

in Asia;

« Fewer Indian companies use Customer
Segmentation, the sixth most-popular
tool, globally;

« Indian companies are more satisfied with
four tools than other firms throughout the
Asia-Pacific region: Core Competencies,
Benchmarking, Strategic Alliances and
Collaborative Innovation.

The big picture:
Tool use and satisfaction

The global downturn definitely has taken a
toll on management tool use in 2008, both in
the number and kinds of tools executives used.

Worldwide, tool usage declined, with firms
employing an average of 11 tools, down from
15 in 2006. The drop suggests that companies
held off on launching new initiatives or took
a wait-and-see approach before refocusing
efforts. As we found in the past, the larger the
company, the more tools are used. However,
last year, even usage among large companies
dropped dramatically.

Some tools stand out as winners, and some as
losers. (See figure 6.) Three tools were above
average in both use and satisfaction: Strategic
Planning, Customer Segmentation and Mission
and Vision Statements, all of which help guide
management’s thinking on strategic issues,
especially during times of significant change.
In contrast, tools with below-average usage and
satisfaction include two newer tools—Online
Communities and Collaborative Innovation—
as well as Downsizing, even though executives
said they plan to increase layoffs in 2009.

One executive described Downsizing as a
dual-edged sword that requires weighing the
potentially negative effects on the workforce
against immediate cost pressures. “When lay-
offs affect the fundamental labor team—man-
agement and long-term labor—that’s when it
most hurts morale,” said the vice president of
a group of car rental companies. “The pain of
those layoffs is felt throughout the organiza-
tion, and people don’t forget it. But we have to
be respectful of the business and make sure

our cost structure is in line.”

As we've found in past surveys, companies get
the best results when they employ tools as
part of a broad initiative, instead of on limited
projects. For example, Lean Six Sigma is the
top-ranked tool in satisfaction when part of a
major effort. But it ranks 24th when used
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Figure 6: Usage and satisfaction rates in 2008
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M Significantly above the overall mean

on a limited basis. The findings suggest that
executives should consider the relative bene-
fits of major vs. minor efforts before deciding
which tools to use and how much to invest in

an initiative.
Top 10 tools

The global downturn has re-ordered the Top Ten
list of most used tools, reflecting fast-changing
executive priorities and goals. Two tools that
moved up the global Top Ten are related to
cost cutting—Benchmarking and Outsourcing.
As executives focused less on the long term,
Strategic Planning—the perennial number-
one most-used tool—fell to second place.

One executive observed that for Benchmarking
to be most effective, his company has to dig

Satisfaction

76% 3.82
67% 4.01
65% 3.91
63% 3.83
63% 3.79
53% 3.83
53% 3.95
50% 3.85
48% 3.82
46% 3.83
44% 3.82
43% 3.81
42% 3.83
41% 3.66
41% 3.68
38% 3.87
34% 3.80
34% 3.59
31% 3.87
27% 3.88
26% 3.69
24% 3.71
24% 3.75
17% 3.79
10% 3.68

[l Significantly below the overall mean
(usage = 42%, satisfaction = 3.82)

deeper: “I'd like to see more granular, action-
able benchmarking in the future. That way if
we're not doing well compared to our com-
petitors, it’s a red flag to address a problem.”

As we've mentioned, while overall tool use
dropped in 2008, especially for long-term plan-
ning, this is expected to change in 2009. Execu-
tives are projecting a large increase, particularly
among growth and innovation-related tools.

One reason for the projected increase in inno-
vation tools: the need for firms to differentiate
themselves as competition intensifies. “We've
pulled a lot of innovation triggers already,” says
the rental car executive. “But if the economic
environment hits our industry harder than we
currently anticipate, we will focus more on inno-

vation to survive.”
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Plans to increase the use of specific tools high-
light what executives think is important—even
if projections fall short. An increase in the use
of Scenario and Contingency Planning sug-
gests that companies are starting to search for
innovative ways to remain competitive and
emerge from the downturn in a stronger posi-
tion, even as they’re uncertain about the sever-
ity or how long it will last. Tools like Price
Optimization support both short-term gains
and long-term growth by pinpointing prices
that cash-strapped consumers can afford and
are willing to pay—while also protecting prof-

it margins.
Tool use by region

While tool use is similar around the world,

there are distinct differences when we break

out the Top Ten tools by region. As we’ve men-
tioned, Downsizing was much more widely
used in North America. (See figure 7.) And,
as we've found in past surveys, so is Strategic
Alliances—suggesting that North American
executives are more comfortable with alliances
than executives in other regions.

European executives used some popular tools
less in 2008 than their global counterparts
did. They include two tools focused on work-
ing with other companies—Outsourcing and
Strategic Alliances—and two strategy-related
tools—Strategic Planning and Growth Strategy
Tools. That may reflect the fact that, at the
time of the survey in January 2009, European
executives were unsure about how the down-

turn would affect them or when it would hit.

Figure 7: All regions expect to increase downsizing in 2009

2008 usage 2008 satisfaction 2009 expected

Global 34%
North America 51%
Europe 34%
Asia-Pacific 35%
Latin America 25%

Large companies ($2B+) 40%
Medium companies ($600-2B) 28%
Small companies (<$600M) 31%

B Significantly higher rate

than other regions/company size

3.59 59%
3.60 70%
3.53 60%
8.5 61%
3.66 52%
3.60 67%
3.54 51%
3.78 50%

B Significantly lower rate



In contrast, strategy was key for Latin American
companies. They used both Strategic Planning
and Growth Strategy Tools significantly more
than other regions. Latin American companies
also downsized less, although they were the

heaviest users of Outsourcing.

In Asia-Pacific, Chinese executives have embraced
four costmanagement and planning tools: Bench-
marking, Strategic Planning, Supply Chain

Management and Total Quality Management.
How industries vary

Our survey respondents represented the full
spectrum of industries. While the top 10 tools
are similar across industries, we found varia-
tions that underscore how the global down-

turn is affecting sectors differently.
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By industry, the heaviest tool users are:

«  Consumer products

o Pharmaceuticals and Biotech

«  Food and Beverage

«  Chemicals and Metals

By industry, the lightest users are:

-  Utilities and Energy

.  Construction and Real Estate

« Retail

«  Financial services

Financial services executives have the most pes-
simistic economic outlook of all sectors sur-

veyed. (See figure 8.) In greater numbers
than any other industry, they are planning for

Figure 8: Financial services executives expect changes across the board —from customers,

wcleaol o | 5 |

the government and competitors

Culture is as important as strategy for business success 90% 87% 92% 92% 84% 85%
Innovation is more important than cost reduction for long-term success 72% 83% 78% 75% 79% 72%
Our company will use this recession to improve our competitive position 75% 77% 63% 87% 74% 74%
The current downturn will change consumer behavior for at least three years 81% 64% 64% 76% 62%  67%
Government regulation of business will increase over the next 5 years 86% 68% 83% 67% 60% 76%
| am very concerned about how we will meet growth targets in 2009 72%  71%  63% 71% 69% 72%

International growth will be vital to our performance over the next 5 years 60% 71% 70% 58% 77% 72%
We are planning for a downturn that will last at least until early 2010 7% 57% 51% 66% 62%  66%
We could dramatically boost innovation by collaborating with other companies  54%  70%  71%  58% 55%  56%

We should focus more on revenue growth and less on cost reductions 55% 60% A1% 52% 53% 55%
Our entire organization is actively engaged in improving innovation 53% 54% 64% 50% 57% 53%
Unclear decision-making authority is hurting our performance 49% 59% A48% 54% 47%  53%
Insufficient customer insight is hurting our performance 47%  54%  52% 49% 47%  43%
We will pursue sustainability initiatives even if they hurt our profits 38% 43% 55% 46% A7%  40%
Our decisions are driven by shortterm financials, not long-term strategies 39% 55% 33% 48% 43%  49%

Other emerging markets now offer better opportunities than China and India 37% 40% 33% 41% 37% 43%
Our executives are comfortable taking higher risks for potentially higher returns ~ 33%  42%  43% 38% 37%  46%

Our company will have significant layoffs in 2009 42% 32% 27% 34% 44%  32%
Our company waited too long fo respond fo this economic downturn 26% 28% 17% 26% 22% 26%
Almost all of today’s market leaders will still be leaders five years from now 19% 23% 24% 30% 25% 23%

B Significantly lower than executives
not in that industry

B Significantly higher than executives
not in that industry

Note: T&T = Tech & Telecom; HC/P/B = Healtchare, Pharma & Biotech; Ret/CPG = Retail & CPG
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a downturn that will last until early 2010.
They also are strong believers that the down-
turn will affect consumer behavior for at least
three years. And they are the biggest users of
Downsizing—7o percent said that they down-
sized in 2008 or are likely to do so again in
2009. One insurance executive described
being caught between short- and long-term
pressures: “In the long term, unless we come
up with tools that allow us to position our-
selves as a leader of the industry and achieve
growth potential, we cannot differentiate our-
selves and state our value. But right now, client

retention is more important than growth.”

Technology and telecom executives are the least
concerned about the long-term impact of the
recession. (See figure 8.) They are the most
focused on innovation. In fact, seven out of 10
believe that they could dramatically boost
innovation by collaborating with other compa-
nies. “We would consider collaborating with
competitors if necessary,” said one telecom-
munications executive, “but there would have
to be legal protection on both sides.” They also
are the most concerned that current manage-
ment is hurting performance with unclear
decision making and insufficient customer
insight. Their tools choices reflect these tech-
nology and telecom firms’ priorities. While all
other industries rated Benchmarking as their
most-used tool, technology and telecom exec-
utives named Customer Relationship Manage-
ment as key. Strategic Alliances and Know-
ledge Management also are among this sector’s

top 10.

Healthcare, pharmaceutical and biotech may be
the safest industries to be employed in for the
short term. (See figure 8.) Fewer executives
in these industries predict they will have sig-
nificant layoffs in 2009. Three tools are used
more by these companies than other indus-
tries: Outsourcing, Core Competencies, and

Lean Six Sigma.

Many retail and consumer product goods (CPG)
executives are overwhelmingly optimistic
about the recession’s long-term impact. (See
figure 8.) Almost nine out of 10 believe that
their companies will use the recession to
improve their competitive position. Since not
everyone will emerge winners, this optimism
may be unrealistic. Their tool choices show an
emphasis on cost cutting to help offset declining
consumer demand. As in most other indus-
tries, Benchmarking is the most popular tool.
Supply Chain Management—a tool aimed at
squeezing costs through efficiency—is the sec-

ond most-used tool by retail and CPG firms.

Manufacturing firms are more focused than
their counterparts in other industries on inter-
national growth. Almost eight of 10 executives
agreed with the statement “International growth
will be vital to our performance over the next five
years.” They also are the most likely to have
significant layoffs in 2009. They employ the
following cost-reduction and efficiency-related
tools more than other companies: Balanced
Scorecards, Supply Chain Management, Total
Quality Management and Lean Six Sigma. @
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Bain’s business is helping make companies more valuable.

Founded in 1973 on the principle that consultants must measure their success in terms

of their clients’ financial results, Bain works with top management teams to beat competitors
and generate substantial, lasting financial impact. Our clients have historically outperformed
the stock market by 4:1.

Who we work with

Our clients are typically bold, ambitious business leaders. They have the talent, the will
and the open-mindedness required to succeed. They are not satisfied with the status quo.

What we do

We help companies find where to make their money, make more of it faster and sustain
its growth longer. We help management make the big decisions: on strategy, operations,
technology, mergers and acquisitions and organization. Where appropriate, we work with
them to make it happen.

How we do it

We realize that helping an organization change requires more than just a recommendation.
So we try to put ourselves in our clients’ shoes and focus on practical actions.
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