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The big Western incumbents that have done

well over the past three decades must nov(v)fct(;]r:3
stantly look over their shoulders. The sharj e
profit pool captured by firms from advanced € oy

mies could decline from 68% today to roughly 62% 11
2025. That’s still larger than the projected 50% share
of advanced economies in world GDP, but we may

be understating the magnitude of the coming drop.

If Chinese, Indian, and other emerging-market com-=
panies make inroads in idea-intensive industries—
through acquisitions, organic growth, or aggressive
moves by tech companies—they will quickly capture
alarger share of overall profits.

PUSHING BACK

The challenge for the big North American and
European companiesis to maintain and even extend
their lead in the face of much tougher and more var-
ied competition and a less favorable environment.
We anticipate several possible responses to the
trends we have set out above.

Be paranoid. Let’s face it—over the past 30 years
many executives in large Western corporations have
been focusing internally. Even among those who
could list their potential emerging-market, tech, or
smaller competitors, most would struggle to quantify
the cost or agility gap between their organizations

Although global Cor pOI te : . NnCr (2 by Moty ||a|| 4( )
a revenue Could Increas 0
; ore t
over the next decade, to $|85 tr |ll|on, pl0|lt malglns Wlll tlghten ()\/e/ra”
S

to where they were in 1980,
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when the profit boom began.
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and to describe how such Compl |

and those rivals :
nies have successfully attacked other large Westery |

corporations: The emerging-market attackers Pla‘
by rules honed at home,. so part of the challenga g
to better understand their home en"ironment—ju's
as they have worked to understand the streng t
weaknesses, and operating environment of Weste l
companies. Half of world GDP growth over the ne
decade,and many of the new competitors, will come!
from smaller cities in the emerging world—plages’
such as Kochi and Kumasi—that most Western e ]
ecutives would be hard-pressed to locate onam:
Even the most global firms retain a strong local b !
in their operations,
enue at home. The local market also influencesh v
firms choose to innovate, o
their supply chains, and their investment strateg
For Western executives, an “emerging-market”
or even a view of the «Chinese” or “Indian” m:
isnot enough. :
seek out patient capital. As we

§trate short-term financial perform
mc.reased since the 2008 crisis, an
u_smg alonger time horizon to m:
sions would improve returns, innov

but CEOs and boards have an op
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to investors who are more foch

Radically self-disrupt.
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