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John Chambers knows what it feels like to survive a crash. In 2000, Cisco
Systems had the largest market cap in the world and more than 50% annual sales
growth. Then the dot -com bubble burst, and the Cisco chief executive watched
the networking giant's stock drop 86%, from 80 to just over 11 by September
2001. Chambers laid off thousands of employees, shrank the number of suppli-
ers, and simplified or jettisoned many products. He also radically changed the
way he managed, turning a command- and- control hierarchy into a more dem-
ocratic organizational structure. The company emerged from that recession
more profitable than ever and went on to outperform many tech rivals. In ret-
rospect, Chambers wonders if he could have done even more. "Without excep-
tion," he says, "all of my biggest mistakes occurred because I moved too slowly."

The challenge for many business leaders is figuring out what moves to make
now. Whether you see signs of life in the economy or think the worst is yet to
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come, there's no question that the game has changed for busi-
ness. The tools managers once used with great success, from
how they pay their people to where they seek out new product
innovations, are being reevaluated. Manufacturing processes
that worked seamlessly a year ago may be a recipe for piled-
up inventory as spending slows. And strategies once deemed
unthinkable, such as cutting the salaries of rank-and-file
managers, are being embraced by some of the world's largest
companies, including FedEx and Hewlett-Packard.

Our special issue on breakthrough management ideas ex-

amines how leaders are responding to a fast-shifting world.
At a time when many managers have already shored up cash,
downsized risk, and found ways to cut costs while enhanc-
ing execution, the smart ones are looking to position them-
selves for the future. On the following pages, we outline bold
new ideas and approaches that have heightened relevance in
today's changing landscape. We have organized these ideas
into the three areas we believe reflect top priorities for busi-
ness right now—strategies for driving growth, methods for
managing talent, and ideas for improving relationships with
customers and suppliers. We profile game-changing man-
agers—the people making an impact with radical ideas. And
we highlight blue - sky concepts that might one day alter how

business is done.
After all, the best businesses have to do more than just sur-

vive this recession. Jeffrey Immelt, General Electric's chief
executive officer, believes that what the corporate world faces
now is a fundamental "reset." He argues that the shift in the
financial services sector and the increased role of government
in business "will be with us for the rest of our careers."

He's right. Many consumers will be forced to accept a more
frugal lifestyle for years to come. Sectors such as retail, hous-
ing, media, and manufacturing are being transformed. And

layoffs could permanent-
ly alter not just the size of
some companies but also
the nature of relation-
ships between employees
and their bosses.

Smart leaders recog-
— nize that they can use

this crisis as a catalyst to
spark new ways of thinking and doing business. Niko Gamier,
co-founder of consultancy Katzenbach Partners, notes that
the challenge is to look beyond the critical work of plugging
financial holes to forge fresh strategies. Right now, he argues,
"people are using approaches that are insufficiently power-
ful to get them where they need to go." Some CEOs are deter-
mined to avoid that trap. Ray Davis, who heads regional bank
Umpqua Holdings, asserts that "there is no more normal." His
top priority: position Umpqua to succeedin the coming years.
Despite the turmoil, he has launched an eco - oriented lending
unit to fund green ventures and is building an asset-manage-
ment division. The Oregon bank is suffering like many of its
peers, though it didn't offer subprime loans to customers. But
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doing nothing beyond hunkering down simply isn't an option.
"I feel like I'm sitting in the middle of a railroad track," says
Davis." Standing still is how you kill the company."

Consider the approach taken by Gerard Kleisterlee, CEO of
Royal Philips Electronics. While his company has long sold its
health-care equipment, lighting, and electronics in develop-
ing countries, Kleisterlee is shifting more people, advertising
dollars, and research to developing regions this year. In addi-
tion to cutting costs, the hope is that the benefits will trickle
back to Europe andNorth America. As he puts it: "We're look-
ing at opportunities to bring some of what we have [developed
for] emerging markets " to the rest of the world.

With U.S. and European markets in deep freeze, companies
are even more interested in tracking market trends in emerging
economies. About a year ago, MasterCard launched a processit
calls "dynamic strategy." It created seven global networks that
study developments such as technology, consumer behavior,
and business spending. The heads of each network present
their findings at twice-yearly forums attended by Master-
Card's top brass. Already, the initiative is helping executives
understand the impact of developments such as payments by
cell phone. "Normally those smaller markets get pushed to the
side," says Senior Vice-President Randy Shuken,whooversees
the project. Even simple technology solutions, he explains,
"could affect our industry fundamentally."

WORKING WITH OUTSIDERS
As the old methods fall short, executives need to bring a wider
array of skills and backgrounds to the table. Companies are
testing fresh methods to develop global leaders while tapping
innovative collaboration tools and social networks to speed
up productivity and decision-making. Perhaps no company

has done more in this vein than Cisco. As part of his move to
democratize management, Chambers set up a new hierarchy
within the company. "Councils" are teams of executives who
make decisions on $10 billion opportunities. "Boards" consist
of executives who have authority to make calls on $1 billion
bets, and "working groups" are organized to deal with a spe-
cific issue for a limited period of time. Chambers —who typi-
cally isn't involved in the decisions—believes his approach is
a path others will need to follow. "When you have command
and control by the top 10 people, you can only do one or two
things at a time," he says. "The future is about collaboration
and teamwork and making decisions with a replicable process
that offers scale, speed, and flexibility."
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The recession is prompting companies to reconsider how

they work with outsiders, too. A critical new skill is learning
to work with regulators and other public-sector executives
whose role in business has vastly expanded. In the financial
sector, that could mean interacting with government as owner.
In other cases, it means looking for ways to tap the stimulus
money now being doled out across the globe. Immelt, for one,
has ramped up a company wide effort to track stimulus spend-
ing, monitor public-funded projects, and share expertise
among GE business units.

SKIN IN THE GAME
Creative retailers, meanwhile, are getting more involved with
struggling suppliers and customers. Some are exploring ways
to help with financing where they can, while others are put -
ting more emphasis on services as product sales drop off.
Brian Dunn, who will take over as Best Buy's CEO this sum-
mer, says the consumer-electronics retailer is in "the early
innings" of its expansion into technology services such as
its Geek Squad tech support team. As customers spend less
on new gadgets and want the ones they own to last longer,
they're "really hungry not just for a transaction," Dunn says.
"They're interested in who is going to help them get the ben-
efit of what they're buying over the life of it."

In the past, solving customers' problems was often just
talk. Now, it has become critical throughout a number of

industries. Those who can't do it risk losing the business al-
together; those who do may gain market share. India-based
outsourcer HCL Technologies has been testing new ways to
help customers trim costs, from deferring payments to help -
ing them look for ways to cut overall IT spending. Naturally,
the $5 billion-a-year company hopes happy customers will
bring it more business. But the more immediate concern is
that some clients may not survive if they don't find ways to
take costs out of their bottom lines.

That's one reason CEO Vineet Nayar believes there's no
choice but to put more of his own skin in the game. When a
software client wanted to shelve a product it was developing,
Nayar had HCL take over the project in exchange for a share
of its future revenues. In another case, a media customer
couldn't afford to install software that would save it money. So
Nayar made the investment instead and plans to pay himself
back out of the money his client will save. "I'm a big believer
that buying will come back with a vengeance," he says." But it
will come back only to people who have created trusted part -
nerships at the weakest point for their customers."
-With Peter Burrows in San Mateo, Calif.
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