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Som
eone once rem

arked that 'T
he future sure ain't 

w
hat it used to be!" This is certainly a truth  t hat  alm

ost 
every one can w

itness t o. For m
any years now

 w
e have 

seen events that have significantly a ltered history, few
 o f 

w
hich w

ere co nsidered in any conventional s cenario of 
the fu ture. The fall of the Berlin w

all and the resultant 
collapse of th e com

m
unist block, th e Tokyo gas  at tack and 

outbreaks of Ebola virus are but a few
 exam

ple s o f events 
that have alt ered o ur w

orld view
 forever. 

But it isn't j ust large "C
N

N
 Breaking N

ew
s" t ype o f 

event s t hat are reshaping our lives ever y day. O
ne only 

has to read an y new
spaper today t o see t hat no t only don't 

w
e control the futu re,  but that event s happening 

anyw
here i n the w

orld have a w
ay o f affecting m

ore and 
m

ore of us a 11. 
W

e li ve in
 a tim

e that defies eas y categoriz at ion. 
A

lv in Toff ler gave the w
orld the m

et aphor o f the "third 
w

ave" to denote t he em
ergence of th e inform

ation age 
supplanting t he indust rial age. 

C
ertain ly technology is 

m
ore and m

ore de term
i ning the shape of our li ve s and our 

lifestyles. H
ere in Indi a, w

e  see every day the invjlsion o f 
high-tech m

a teri als,  m
achin es and  prod ucts. C

�llular 
phones a nd  bullock carts  exi st sid e by sid e. Th irty T

V
 

channel s give m
illio ns of Indians im

a ges of N
BA

 
basketball, soap oper as, M

TV
 and the natural w

orld of the 
D

iscovery chan nel. I t is c ertainly an  am
azing tim

e for us 
all. But  it is  m

ore than info rm
ati on th at is altering us 

dai ly. G
lobal tra vel is available to m

ore and m
ore people. 

V
a st nu m

bers of Indians travel to t he M
iddle E ast to w

ork 
in businesses and hom

es. Im
m

igratio n an d refugees are 
altering our population patterns and introducing stress 
'in to the  soc ial fa bric of alm

ost ev ery country. L
ong 

standi ng cultu ral  values are bein g a ffec ted and backlash 
reactions are com

m
onplace such a s the recent objections 

to the in
c rease of A

sians in  A
ustralia. Lo cal com

m
un it ies 

ar e sto pping m
u ltinational plant locations as has 

happened to D
up ont  in G

oa, a plant that had been 
planned for years. 
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A
ll organisations today arc faced w

i th this relentless 
incursio n of the future. This i s e sp ecia lly true  of the 
business com

 u nity. A
 few

 years ago, w
hen large,  

centralized plann ing cells fel l from
 favor due  to their 

in ability to chart out sure pa th s for com
panies to  follow

, 
the e m

p hasis sh ifted to lo cal  solutions and  the incre ase  of 
in form

ation flow
 on m

arkets and com
petition to keep one 

step ahead of others . U
nfor tuna tly staying one step ahead 

w
hen there i s an unknow

n abyss ahead is not very 
com

fort ing. 
There are clo uds on the horizon of the bri gh t 

technological w
orld that is painted. Those w

ho are busy 
inventing an d deploying the high- tech w

orl d t o all of us 
are not aw

are of the co ns equences of their actions. O
ne 

only has to look at the disasterous consequences on rice 
produ ction w

hen certain new
 strains w

ere introduced in 
A

sia a few
 y ears ago. They succum

bed to new
 diseases 

that res is ted conventional chem
ical treatm

ent. Farm
ers  

becam
e over dependent on chem

i cal solutions, causing 
m

any other problem
s. G

enetic engineering prom
ises 

huge div idends, but w
ho know

s the unexpected 
consequences, and m

ore im
portantly, w

ho w
ill  pay? 

D
ecisions m

ade on local m
otivations are introducin

g.  
factors that are not only not predictable, but are oft en  
creating  problem

s larger than  t hey s olved. H
igh-tech 

fishing has endangered w
hat once w

as considered 
inexhaustable fis h su pplies. P

raw
n cultivation is 

posioning ground w
ater and alterin g delicate eco logi cal 

balances forever. 
W

e live in
 a t im

e w
hen global ethical is sues are 

confront ing business on an �m
precedcnted s cale. H

o w
 

do es  a com
pany judge its actions an d decisions ? W

hat 
rule or criteria guides them

 in t heir rel entl ess invention of 
our com

m
on future? U

nfortunately, fe':V
 corporations 

spend any tim
e w

restling w
ith these questions. Financial  

paybacks to the local system
 that introduces these future­

sh aping ev ents  are the p rin ci ple guidelines. G
row

th and 
global  i m

pact  are the incent ives and  bes ides, the em
erging 

pr oblem
s off er new

 oppor tunities for technol ogical 
solutions. 

A
ltho ugh this  m

a y s ound a bit cynical, it  is true that 
m

any of  the grow
th indu stries today are in areas of 

problem
s cre ated by  ye sterda y's lack of foresight. A

round  
and aro und w

e go, ever onw
ard to a tom

orrow
 th at fe w

 
have chosen  an d yet all have to l ive  in. It is a d ilem

m
a that 

needs m
ore fo ru m

s for,di scu si on and m
echanism

s for 
local-global polity. I t 3lso needs a new

 ethical and m
oral 

enli ghtm
e nt w

ithin our corpora tions.  

T
h

is  Is su
e  

This issue has be en one of  the m
ost enj oyabl e and ye t 

d iff icult on es to p rod uce.  T
here is a w

ealth of books and 
articles on the to pi c of  the future a nd  it is not possible  to 
d o ju stice to all o f the fi ne w

riting th at is being done . 
Eve ry w

eek there app ears a new
 book on thi s topic a nd  it 

is not possible to  cover all of the i m
pl ic9 tions i n one issue. 

Perhaps w
e w

ill revisit this topic again soon. I w
ould 

app reciate  the reader' s feedbac k on  t his t opic, es pecially 
any original thoughts and w

r iti ng you m
ay have done. 

I have call ed this  issue of th e Im
age Journal "W

hite 
W

ater and W
hite Space". W

hite w
at er is a term

 that com
es 

from
 the unpredicta ble turbulance of rapid ly n

mn
in g 

r iver w
ater. It is caus ed by hidd en roc ks and currents th at 

m
ake navig atio n such a challenge. It al so d enotes a bit of 

th e a dve nture th at is in stor e for thos e confron tin g a 
cons tantly s hiftin

g global m
ar ket and "hi.dden " 

com
petition that can pop up at any tim

e. 
W

hi te space  is a term
 that is used to describe the 

unknow
n areas of converging techno logies. Today, the 

m
erging of com

puters, telecom
m

unications and m
icro­

electronics is producing huge new
 areas of op port.4r;i.ities 

for exploration and conunercialisation.  C
om

panies are 
scram

bling to lin
k up w

ith others w
ho m

ay have a 
technology that can produce a synergy. G

iants, like IBM
 

and A
T&

T are being assaulted by sm
aller, rapidly m

oving 
com

panies all over the w
orld. A

 new
 reali ty h as em

erged 
that has com

panies w
orking togeth er  in one fi eld and 

com
peti ng in another. It is  a s trange w

o rld. 
The sym

bo l for this issue com
es from

 th e cover o f a 
book by Ian M

orrison, The Second C
urv e M

anaging the 
V

elocity of C
hange. N

icholas Brealey, London, 1996  and is 
featur ed as t he third article in this issue. It  depicts tw

o 
curves, one descending that represents the dying of one's  
current pos it ion and the em

ergence of a second curve 
w

hich is that w
hich m

ay be the future for the organisat ion. 
The dilem

m
a is not only discern

ing how
 and w

hen to 
m

ove to the second curve, but how
 does one know

 if the 
second curve is real. W

orking w
ith th e seco nd curve 

m
eans understanding pa radox, li ving w

ith conflicting 
goals  an d technologies  and getting com

fo rtable w
ith new

 
rules  and new

 bu
siness m

ethoils. The author is the 
president o f the Ins titute for the Fu ture and has  researched 
the em

ergence o f second curves in business, indivi du als 
and society. The  part of the book w

e are featuring i s called 
T

h
e S

eco
n

d
 C

u
rv

e. 
The first article is from

 the bo ok Learning as a W
ay of 

Being. by Peter V
aill, Jo ssey-Bass , San Francis co, 1996. H

e 
i ntroduces the book by referring to our present learning 
a nd living env ironm

ent as one of P
erm

an
a n

t W
h

ite  
W

ater. H
e  cal ls f or c ontinual  le arning as necessary w

hen 
w

e are  fac ed w
ith contingencie s, com

p lex situa tions an d 
interdependent system

s. H
e po in ts out in h is book that 

tradi tio na l teaching-learning environm
en ts are not 

equipped to im
part the skills needed fo r this new

 w
orld. 

A
lthough the book is focused m

ostly  on  the traditional 
college and post-graduate education scenario, it describes 
the si tuation all of us f ace in l earnin g to l ive i n 
o rgani satio ns th at have to constantly l earn to survive . 

Pe rhap s the best book I have rea d on o rgani sations 
and their struggle to recreate the m

se lve s in the fa ce of this 
tech nologically dri ven w

orld is C
om

peting  for the Future 
by G

ar y H
am

el and C
. K

.  Prahalad, H
BS P ress, 1994 . This 

book has beco m
e a "m

ust read" fo r busine ss people today. 
The book covers a la rge num

ber of topics, but its thesi s is 
that today's com

pa ni es are spend
in g their preci ous 

executive tim
e foc using on m

aki ng im
provem

ents on 
t oday's opera tions an d are not equipped to think 
creatively a bout tom

orrow
' s w

orld. 

The authors em
phasize that to m

or row
's com

panies 
w

ill b e tho se w
ho o rganise their strategies around co re 

co m
petenci es and w

or k on today w
h at w

ill be  required  10-
20 years i n the future. Today, senior m

anagers are 
occupied w

ith restructuring and reengi nee ri ng. A
lthou gh 

these are producing sh ort te rm
 financia1 benefits, i t is  a t 

the expense o f m
uch  m

ore im
portant w

o rk of the  futur e. 
W

e are reprinting tw
o sections from

 the book. The 
first  is called T

o
w

ard
s th

e F
u

tu
re in w

hich they lay out 
their vision for a new

 sense of strategy for bus iness 
organisations. They outline the new

 fields of com
petitive 

strategies that m
ove beyond such  p�esent term

s as m
arket 

shar e, busi ness units and stand-a lon e approaches.· 
The second article is called S

trateg
ic In

ten
t. In 

building strategy  arm
m

d core com
petencies, com

pani es 
need to com

m
unicate them

 i n term
s that  ar e profou ndl y 

m
ot ivating to all em

plo yees and stake holders. They need 
to give a sense of direction, a feel o f di scovery and point to 
a destiny for the organ isations. O

n
ly in this w

ay w
ill the 

s trategy convey a sense of m
ean ing for every one and 

release the creative driv e o f em
ployees. Too often this 

greater purpose is m
i ssing from

 the lives of those w
ho at 

low
er levels are urged

 t o n,ake im
pr ovem

ents in the 
present operations. 

O
ur next arti cle is an essay by C

harles H
andy from

 
Beyond C

reativ ity. R
andom

 H
ouse, Lo ndon, 1995, called 

C
lo

u
d

s o
n

 th
e

 H
o

rizo
n

. H
andy challenges us to take a ·· 

s econd look at som
e of the prom

is es w
e are being g iven by 

those w
ho are creatin g our new

 w
orld. 

Jam
es C

ollins and Jerry Porras in their book Built to 
Last, C

entury Ltd. L ondon, 1995, build a case for long 
lasting  and successful com

panies, based on their ext ensiv e 
research into U

S corporati ons.  Their thesis is th at these 
co m

panies all  have a core ideology of values a nd purpose 
t hat guides their strategic and o perational decisi ons. They 
a lso have a dynam

ic inte raction  b etw
een thi s core 

ideology and their D
riv

e fo
r  P

ro
g

ress. 

O
ne of the best books  I have read i n m

any years i s 
Synchronicity the Inner Path of Leadership.  by Jos eph 
Jaw

orski, Ber rett-K
oehler, San Francisco, 1996. It is an 

in spi ri ng book about w
hat it m

eans to follow
 one 's 

dream
s.  Pe ter Sen ge  w

ro te the introduction w
hic h w

e are 
reprin ting called S

h
ifts o

f  M
in

d
.  

Fin ally w
e are in cl udi ng a m

ethod fo r gettin g a group 
to de term

in e w
ha t the c ritical chan ge factors are i n a 

chosen  foc us area. T
h

e "W
av

e " M
eth

o
d

 is share d w
ith us 

by M
irj a H

ans on,  an I C
A

 c olleague fro m
 M

innea polis. 

Tac k G
illes 

Edi tor 

Th
e fu

tu
re is b

lo
iv

in
g w

ild
ly

 in
 

o
u

r fa
c es, 

S
o

m
etim

es b
righ

t en
i n

g th
e a

ir 
A

n
d

 so
m

etim
es b

lin
d

in
g u

s. 

W
illia

m
 I

rw
in

 T
h

o
m

p
so

n
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B
. V

a
ill

The m
etaphor of perm

anent w
hite w

ater asserts that 
the m

odel of a sm
ooth-running m

acrosystem
 and com

­
ponent parts is intrinsically invalid. 

T
lze sy

stem
 is n

ot a 
clock of m

ech
an

ically
 en

g
in

eered p
arts. The design specific­

ations for how
 the m

acrosystem
 should run cannot take 

account of all the changes being introduced into it by 
people inside and outside. The actual operating m

acro­
system

 is a joint product of its rational design specific­
ations and the em

ergent changes, intended and unin
­

tended, that occur during system
 operation. In particular, 

th
e op

eratin
g
 m

acrosy
stem

 is p
rofou

n
dly

 aff
ected by tlze qu

ality
 

of hu
m

an
 w

ill an
d
 ju

dg
m

en
t th

at is con
cu

rren
tly

 presen
t 

throu
ghou

t th
e sy

stem
. The design specifications pertain to 

initial conditions; they cannot predict how
 the pervasive 

exercise of hum
an w

ill and judgm
ent w

ill m
odify the 

system
.· Just think of the kinds of changes in the air 

transport m
acrosystem

 that even the m
ost casual traveler 

w
ill have noted: new

 airports, new
 concourses, new

 air 
traffic control system

s, new
 ticketing and baggage­

handling arrangem
ents, new

 security system
s, new

 
approaches to boarding planes, new

 approaches to 
feeding passengers and providing for their safety aloft, 
and of course, new

 planes them
selves. There are 

innum
erable changes in addition that are invisible to the 

traveler but acutely real for those w
ho have to learn to 

operate the system
s that contain them

. The traveler, too, is 
constantly experim

enting: for exam
ple, w

ith different 
itineraries and schedules, different kinds of luggage, and 
different routes to and from

 the airport. 
Som

e of these changes are official, m
eaning that they 

go through a careful design review
 process and are 

incorporated at least som
ew

hat planfully into the system
 

(although designs and plans are no guarantee that changes 
w

ill not create m
ajor disturbances). But just as m

any 
changes are inform

al-
shortcuts, innovations, Band-A

ids 
of one sort or another that individuals and groups apply to 
the system

 flow
 to solve the local problem

s they exper­
ience. These spontaneous innovations create a lot of 
unanticipated perm

anent w
hite w

ater for others upstream
 

or dow
nstream

 in the system
. V

aluable innovations are 
the positive result of this age of individual "em

pow
er­

m
ent" that w

e live in, but the cost is likely to be continuing 
system

 disturbances ow
ing to m

em
bers' nonstop 

tinkering. H
ow

ever, because the tinkering can be seen as 
m

em
bers' w

ay to cope w
ith the stresses and contradictions 

they experience in the system
's operation, w

e have to 
perm

it as m
uch local innovation as w

e can. For if 
m

em
bers and users of the system

 do not do w
ell in coping 

w
ith stress and change, the m

acrosystem
 ( dependent of 

their w
ill and judgm

ent) w
ill degrade, even to tlw

 point of 
collapse. 

Faced w
ith th<rse conditions, it is understandable that 

som
e system

s designers should introduce m
ore controls 

on innovation, m
ore reports to fill out, and m

ore 
com

m
ittees to clear before a m

odification can be adopted. 
Their im

pulse to control w
orks against innovation at the 

operational level, of course, and is experienced by those 
w

ith their hands on the equipm
ent as a proliferation of red 

tape; in effect, an in
crease in the perm

anent w
hite w

ater. 

Thus, at any m
om

ent, the system
 is draw

ing out ofbotl1 its· 
operators and its nom

inal designers/ controllers behavior 
that increases the com

plexity and fragility of the system
, 

and just as im
portantly, frays people's nerves and 

punishes their efforts to m
ake the system

 run sm
oothly. 

A
nother strategy system

 designers·and controllers use 
to defend against degradation is to rern.ove the hum

an 
com

ponent by autom
ating the system

. This, how
ever, can 

never be m
ore than a local and sharply circum

scribed 
solution. There w

ill alw
ays be a larger sociotechnical 

m
acrosystem

 containing the autom
ated com

ponent, and 
in this larger system

, hum
an w

ill and judgm
ent w

ill 
continue to be decisive. W

e cannot escape the conse­
quences of hum

an suffering and ineptitude in the 
perm

anent w
hite w

ater of our system
s. 

This is not a book that is prim
arily about the theory of 

these turbulent m
acrosystem

s per se or about how
 system

s 
designers can design them

 to run m
ore sm

oothly. R
ather, 

I direct our focus tow
ard the fe

el of these system
s to those 

w
ho live in them

, w
ork in them

, and use them
 and tow

ard 
the kinds of dem

ands they place on m
ind, body, and spirit. 

A
n underlying assum

ption of this apprqach is that the 
theory of these system

s, interesting and pow
erful as it is, 

does not replace on-the-spot w
isdom

, creativity, and 
steadiness w

hen things are going w
rong at a particular 

m
om

ent, and w
hite w

ater is splashing in all directions. 
(Som

e readers m
ay be rem

inded of chaos theory at this 
point. C

haos theory and perm
anent w

hite w
ater concern 

the sam
e phenom

ena, but the descriptions and 
explanations in chaos theory are about the w

hite w
ater 

itself, not about the feelings and reactions of those w
ho are 

experiencing it directly. C
haos theory m

ay eventually 
produce guides to action for social system

s, but it has not 
yet done so in detail.) 
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This is not the place for an extended digression on the 
possibility that a scientific understanding of social system

s 
cam

1ot successfully replace hum
an com

n1on sense and a 
form

 of h un1an consciousness tli at w
hen it acts in such 

system
s transcends science. Rather, I w

ill sim
ply observe 

that so far, system
s science has not rescued leaders and 

m
anagers from

 needing the ability to "13and-A
id," 

"m
uddle through," "learn as w

e go along," "fly by the seat 
of our pants," and "keep our fingers crossed." So, as a 
practical m

atter, I take surviva I in perm
anent w

hite w
ater 

to be, for the foreseeabl� future, less a m
atter of applied 

science and m
orE; a m

atter of som
e other kinds of 

consciousness and skill. O
ne w

ay of view
ing this is as a 

reflection on that consciousness and skill. 
T

h
e

 C
h

a
ra

cte
ristics o

f P
e

rm
a

n
e

n
t W

h
ite

 W
a

te
r 

There are five intertw
ining characteristics of w

hat I 
have been calling perm

anent w
hite w

ater that taken 
together capture the feel of perm

anent w
hite w

ater 
conditions. 
1.

P
e

rm
a

n
e

n
t w

h
ite

 w
a

te
r co

n
d

itio
n

s a
re

 fu
ll o

f su
r­

p
rise

s. This is perhaps the m
ost obvious characteristic of 

perm
anent w

hite w
ater conditions -the continual 

occurrence of problem
s that are not expected, problem

s 
that are not "supposed" to happen. The original Saturn 

car, a brand new
 autom

obile that w
as the object of 

possibly m
ore thought and investm

ent of resources and 
state-of-the-art m

anagem
ent thinking than any other 

project in the history of the autom
otive industry, w

as not 
supposed to be the im

m
ediate object of a recall. N

ot that 
recalls are unim

aginable or that w
e are paralyzed w

hen 
the need for one occurs; no. Recalls just are not supposed 
to happen w

hen that m
uch care has been devoted to a car's 

design and production. This does not m
ean that a recall 

w
on't exist som

ew
here on som

e system
s designer's chart 

of all possible outcom
es. Rather, it m

eans that all those 
involved in the design, m

anufacture, distribution, an-9-
ultim

ate use of the car are not expecting a recall to be 
necessary. It is not in their plans, and w

hen it occurs, their 
actions in response are som

etim
es guided by a back-up 

plan, but just a often, their response is a m
atter of ad hoc 

invention. The exam
ples of such surprises are e.ndless, 

w
hether in m

anufacturing and distribution, in the 
unexpected behavior of econom

ic factors, in the surprising 
things custom

ers or em
ployees can do, or in such acts of 

G
od as the 1991 volcanic eruption in

 the Philippines. 
Surprises need not be negative or disastrous either in 
order to be extrem

ely taxing to those involved; w
itness the 

stresses placed on such com
panies as A

pple C
om

puter, 
N

ike, and C
oleco by the explosive grow

th in sales of the 
original personal com

puters, athletic shoes during the 
jogging boom

, and C
abbage Patch dolls. 

2.
C

o
m

p
le

x
 s

y
ste

m
s te

n
d

 to
 p

ro
d

u
ce

 n
o

v
e

l p
ro

b
­

le
m

s. This second characteristic of perm
anent w

hite w
ater 

condition usually occurs along w
ith the first one ofsur­

prise. N
ovel problem

s are those that are not only not 
anticipated b.ut also not even im

tgined by those concerned 
w

ith the system
. Every executive can tell these stories; 

som
e are horrifying, like the ones about the nature and 

consequences of the A
ID

S epidem
ic, but just as m

any are 
am

using, like the one about the w
ord "naval" spelled w

ith 
an "e" on the 1990 graduation diplom

as at the U
.S. N

aval 
A

cadem
y or (as w

as reported to m
e by an executive in the 

highly com
petitive long-distance telephone industry) the 

one about the m
iles of fiber optic cable laid in the W

est 
rendered useless after gophers unexpectedly developed a 
taste for cable insulation. W

e m
ight hypothesize that the 

large m
acrosystem

s of m
odern society, w

ith their 
innum

erable delicate interdependencies and closely 
calibrated operating specifications, are actually novelty 
gen

erators, that it is in their nature to throw
 up problem

s no 
one has seen before or even im

agined. The feeling of 
novelty is captured in

 com
m

ents w
e have all heard dozens 

of tim
es from

 executives in m
odern organizations: "It's a 

w
hole new

 ball gam
e." "It's business as unusual!" "If there 

is any rule book at all, w
e're w

riting it as w
e go." 

3.
P

e
rm

a
n

e
n

t w
h

ite
 w

a
te

r co
n

d
itio

n
s fe

a
tu

re
 e

v
e

n
ts 

th
a

t are
 "m

e
ssy

" a
n

d
 ill-stru

ctu
re

d
. These events do not 

present them
selves in

 neat packages that can easily be 
delegated or farm

ed out to a consultant. A
n unexpected 

law
suit, for exam

ple, has ram
ifications in all directions, 

affecting a w
ide range of loosely related policies and 

practices in an organization. D
ealing w

ith the m
eaning 

and consequences of such an event, then, involves people 

in a w
ide range of operations, operations that have their 

ow
n im

peratives and contingencies and that m
ay be 

sim
ultaneously feeling the effects of other w

hite w
ater 

events. "Everything's connected to everything else," is an 
intellectually luxurious insight w

hen m
ade outside such 

system
s but a m

inefield for those w
ho are trying to resolve 

som
ething in particular w

ithin a system
. O

ne reason 
"system

s thinking" is such a difficult m
entality to acquire 

is that w
e often do not w

ant everything to be connected to 
everything else. W

e w
ant relatively sim

ple cause-effect 
chains so that w

e can "take action" that w
ill "get results." 

4
. W

h
ite

 w
a

te
r e

v
e

n
ts a

re
 o

fte
n,

 �
x

tre
m

e
ly

 co
stly

. 
They m

ay be expensive in tern1s of dollars or in tern�s of ' 
som

e other scarce resource in the svstem
. A

n E
x

xon
 V

aldez 
oil spill costs hundreds of 111.illions,of dollars out of pocket 
and the sam

e am
ount in m

an-hours devoted to the 
problem

, and that is before any reparation are paid to 
injured parties. The cost of m

isreading of w
hat the public 

w
ants a soft drink to taste like (as happened to C

oca-C
ola) 

or the cost of responding responsibly to a product 
poisoning crisis ( as happened to Johnson &

 Johnson w
ith 

Tylenol) can run into the tens and hundreds of m
illions of 

dollars. W
orse than the sheer m

agnitude of cost is the 
difficulty of planning and budgeting to cope w

ith the 
problem

 and correct the dam
age. Surprising, novel, and 

m
essy problem

s unfold and feed on them
selves in their 

ram
ifications; rather than displaying their im

plications all 
at once. The federal bailout of U

.S. savings and loan 
institutions offers an excellent exam

ple of the near 
im

possibility of understanding all at once the m
agnitude 

of a highly com
plex situation. O

ne can only keep revising 
cost estim

ates upw
ard and tim

e lines farther out into the 
future as the dim

ensions of the m
ess unfold. C

ost can be 
m

easured in absolute term
s (as in som

e of the exam
ples 

cited), but cost can also be relative. Even w
hen the 

absolute m
agnitude of cost is not that great, perm

anent 
w

hite w
ater events are costly in the sense that the tim

e 
taken to deal w

ith them
 m

ust be diverted from
 other 

pressing issues and is acutely felt as a di.version of tim
e 

and resources. In general, w
e m

ay say that these events 
are extrem

ely obtru
siv

e. In their m
essiness, costliness, and 

ram
ifications, they sim

ply cannot be ignored. 

5
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f re

cu
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n
ce

. They m
ake us ask w

hether a 
particular w

hite w
ater event could have been anticipated, 

w
hether anything like it w

ill occur again, w
hether a new

 
system

 should be designed to forestall this type of event in 
the future. These events increase the red tape, in other 
w

ords, as investigations are conducted and conditions that 
led to the event are reconstructed. 13ureaucratic com

plex­
ities are introduced as various policies and functions are 
created to prevent the problem

 from
 recurring. W

hile 
such protections m

ay be undoubtedly valuable in som
e 

circum
stances, it is im

portant to understand that no 
num

ber of anticipatory m
echanism

s can forestall the next 
surprising, novel w

ave in the perm
anent w

hite w
ater. 

There is no w
ay the system

 can be protected against all 
eventualities w

ithout paralyzing it. Events of the sort w
e 

have been considering w
ill keep happening indefinitely: 



w
hile particular events m

ay not recur, unpreventable 
recurrence of sim

ilar events is a fact of life in the com
plex 

and interdependent system
s of the m

oder
n w

orld. 

O
u
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Perm
an

ent w
hite w

ater consists of events that are 
surprisin

g, novel, m
essy, costly, and unpreventable. 

W
hile som

e people m
ay be m

oved to tj.ebate w
hether this 

m
eans the w

orld is in fact becom
ing m

bre turbulent than it 
w

as durin
g, say, W

orld W
ar II or the G

reat D
epression -or 

the fourteenth century for that m
atter -the question is 

probably indeterm
in

able. But that is not the point. It is the 
subjective feel of these events as m

uch as their objective 
existence that w

e are concerned w
ith. Therefore, the real 

p
oin

t is w
hether ex

p
erien

ced
 execu

tiv
es an

d
 others in

 
organ

ization
s p

erceiv
e that w

hat they are tryin
g to d

o is 
becom

in
g m

ore com
p
lex

, p
roblem

atic, an
d
 con

tin
gen

t as tim
e 

goes on
. W

ith this there seem
s to be w

idespread 
agreem

ent: perm
anent w

hite w
ater conditions are 

regularly taking us all out of our com
fort zones and asking 

things of us that w
e never im

agined w
ould be required. 

Perm
anent w

hite w
ater m

eans perm
anent life outside 

one's com
fort zone. The results of Porter and M

cK
ibben's 

tim
ely survey of educational needs of m

anagers are just 
one exam

ple of people's current perceptions. Porter and 
M

cK
ibben report: "Tim

e and again in
 our interview

s w
e 

w
ere struck by the alm

ost tangible aw
e w

ith w
hich 

m
iddle-age (let alone older-age) and even youngish 

m
anagers in their late thirties w

ere view
ing the rapidity 

w
ith w

hich their w
ork environm

ents-both outside and 
w

ithin
 the organization -w

ere changing". M
oreover, I and 

m
y colleague Eric D

ent are in
 the process of developing an 

instrum
ent to m

easure the extent to w
hich practicing 

m
an

agers are experiencing a pickup in
 the pace, 

com
plexity, unpredictability, and confusion of w

ork life 
over the previous five years or so. Prelim

inary results 
w

ith three hundred practicing m
anagers show

 an average 
score (over 21 item

s) of +2, suggesting that indeed people 
are feelin

g the w
hite w

ater intensifyin
g. O

nly about 5 
percent of respondents give them

selves the m
axim

um
 

score, but so far no one has given him
self or herself a 

negative score, that is, a score indicating that the person's 
w

ork w
orld w

as becom
ing m

ore tranquil. 
That w

e are indeed experiencing high levels of 
confusion and turbulence can be found right in our 
everyday organizational language. I have given som

e 
exam

ples already. In addition, m
y students at G

eorge 
W

ashington U
niversity and I found w

e could quickly 
generate a large num

ber of fam
iliar phrases about 

turbulence and confusion that are heard all the tim
e in 

organizations. feople describe other people as "rocking 
the boat," "going ballistic," "gettin

g hit by friendly fire," 
"bouncing off the w

alls," "w
andering around in a house of 

m
irrors," "being the blind leading the blind," and "dodgin

g 
bullets." They talk about "being on a roller coaster," "a see­
saw

," or "m
erry-go-round," about "being in the theater of 

the absurd," about "rearranging the deck chairs on the 
T

itan
ic." They w

onder, "W
ho's on first?" an

d "A
re the 

patients n
m

ning the asylum
?" They feel "the situation 

unravelling," "things com
ing apart at the seam

s," "the train
 

leaving the tracks," "a m
eltdow

n happening." They see 
tasks as "C

atch-22s" or "Looney Tunes tim
es." They think 

of events as "spinning out of control" or, at the other 
extrem

e, "being dead in the w
ater." They com

pare their 
activities to "s01Ttethi.ng in a puzzle palace" or "som

ething 
out of A

lice ill W
on

d
erlan

d
" or "a K

eystone Kops m
ovie" 

and they w
histle the them

e from
 T

he T
w

ilig
ht Z

on
e.

These fam
iliar m

etaphors, and m
any others the reader 

w
ill think of, have som

e them
es in com

m
on -sum

m
ed up 

by the m
etaphorical observa ti.on of a m

ilitary friend of 
m

ine that in the m
idst of confusion and turbulence, m

any 
people's behavior can be described as "all thrust and no 
vector." These m

etaphors are reactions to a felt lack of 
continuity and of direction, the absence of a sense of 
progress and of cum

ulative achievem
ent, a lack of 

coherence and of m
eaning, and a lack of control. C

learly, 
perm

anent w
hite w

ater is not just the facts and events 
surrounding m

em
bers of organizations. Perm

anent w
hite 

w
ater is the m

ean
in

g w
e as system

 m
em

bers attach to our 
experiences. W

e experience both surprisin
g, novel, m

essy, 
costly, recurring, and unpreventable events and feelings of 
lack of direction, absence of coherence and loss of 
m

eaning. 
O

ur grow
ing feeling of loss of m

eaning derives from
 

several sources. W
hite w

ater events often contain a clash 
of logics and priorities as asserted by various stakeholder 
groups such as custom

ers, suppliers, ow
ners, com

petitors, 
and em

ployees. O
ne w

ants quantity; another quality. O
ne 

w
ants cost control; another bold new

 investm
ent. O

ne 
w

ants to cease and desist; another to redouble effort. In 
w

hat coherent and convincing term
s are w

e to think about 
an organizational reengineering (a positive, hopeful 
signal) that entails a layoff of 25 percent of the hourly and 
m

iddle-m
anagem

ent w
orkforce (a pow

erful negative 
signal), both events supposedly a creative response to a 
Japanese com

petitor that is itself increasingly m
anifesting 

the strains and confusion of perm
anent w

hite w
ater? 

M
eaninglessness also derives from

 the broken 
prom

ises and disappointm
ents of science and technology. 

System
s that w

ere supposed to produce m
ore control 

produce w
hole new

 kinds of problem
s that did not exist 

before the system
s w

ere installed. C
ost overn

m
s are 

chronic; m
alfunction of delicate technical interfaces is 

endem
ic. Is life really easier now

 that w
e have,.say, a 

m
ultim

edia fax m
achine -a totally m

ythical piece of 
technology that is nonetheless probably only m

onths aw
ay 

from
 hitting the m

arket? W
illiam

 Barett called it "the 
illusion of technique" -this belief in the pow

er of science 
and technology to take aw

ay problem
s w

ithout adding 
any contingency, danger, or m

oral confusion to our lives. 
O

ur ow
n grow

th, education, increasing sophistication, 
and know

ledge of other cultures and value system
s m

ay 
also be contributing to our feelings of Uf!.Certainty and 
confusion. R

elativism
 m

ay be a m
ore practical and 

defensible philosophy than absolutism
, but at the personal 

level, the transition from
 one to the other can nevertheless 

(continued on page 17) 
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W

e are standing on the verge, and for som
e it w

ill be 
the precipice, of a revolution as profound as that w

hich 
gave birth to m

odem
 industry. It w

ill be the environ­
m

ental revolution, the genetic revolution, the m
aterials 

revolution, the digital revolution, and, m
ost of all, the 

inform
ation revolution. Entirely new

 industries, now
 in 

their gestation phase, w
ill soon be born. Such prenatal 

industries include m
icrorobotics -m

iniature robots built 
from

 atom
ic particles that could, am

ong other things, 
unclog sclerotic arteries; m

achine translation -telephone 
sw

itches and other devices that w
ill provide realtim

e 
translation betw

een people conversin
g in different ... 

languages; digital highw
ays into the hom

e that w
ill offer 

instant access to the w
orld's store of know

ledge and 
entertainm

ent; urban underground autom
ated distribu­

tion system
s that w

ill reduce traffic congestion; "virtual" 
m

eeting room
s that w

ill save people the w
ear and tear of 

air travel; biom
im

etic m
aterials that w

ill duplicate the 
w

ondrous properties of m
aterials found in the livin

g 
w

orld; satellite-based personal com
m

unicators that w
ill 

allow
 one to "phone hom

e" from
 anyw

here in the planet; 
m

achines capable of em
otion, inference, and learn

ing that 
w

ill interact w
ith hum

an beings in entirely new
 w

ays; and 
biorem

ediation -custom
-designed organism

s that w
ill 

help clean up the earth's environm
ent. 

Existing industries -education, health care, transpor­
tation, banking, publishing, telecom

m
unications, pharm

a­
ceutical, retailing, and others -w

ill be profoundly trans­
form

ed. C
ars w

ith onboard navigation and collision 
avoidance system

s, electronic books and personally 
tailored m

ultim
edia educational curricula, surgeries 

perform
ed in isolated locales by,a rem

ote controlled robot, 
and disease prevention via gene replacem

ent therapy are 
just som

e of the opportunities that are em
ergin

g to 
reshape existing prodttcts, services, and industries. 

M
any of these m

ega-opportunities represent billions 
of dollars in potential future revenues. O

ne com
pany has 

estim
ated the potential m

arket for inform
ation services in 

the hom
e, via interactive TV

, to be w
orth at least $120 

billion per year in
 1992 dollars -hom

e video ($11 billion), 
hom

e catalog shopping ($51 billion), video gam
es ($4 

billion), broadcast advertising ($27 billion), other infor­
m

ation services ($9 billion), and m
ore. M

any of these 
m

ega-opportunities have the potential to fundam
entally 

transform
 the w

ay w
e live and w

ork, in m
uch the sam

e 
w

ay w
e live and w

ork, in m
uch the sam

e w
ay that the 

telephone, car, and airplane transform
ed tw

entieth­
century lifestyles. 

Each of these opportunities is also inherently global. 
N

o single nation or region is likely to control all the 
technologies and skills required to tum

 these opportm
l­

ities into reality. M
arkets w

ill em
erge at different speeds 

around the w
orld, and any firm

 hoping to establish a 
leadership role w

ill have to collaborate w
ith and learn 

from
 leading-edge custom

ers, technology providers, and 
suppliers, w

herever they're located. G
lobal distribution 

reach w
ill be necessary to capture the rew

ards of leader­
ship and fully am

ortize associated in
vestm

ents. 
The future is now

. The short term
 and the long term

 

don't abut one another w
ith a clear line of dem

arcation five 
years from

 now
. The short term

 and long term
 are tightly 

intertw
ined. A

lthough m
any of tom

orrow
's m

ega­
opportunities are still in their infancy, com

panies around 
the w

orld are, at this m
om

ent, com
peting for the privilege 

of parenting them
. A

lliances are being form
ed, com

pe­
tencies are being assem

bled, and experim
ents are being 

conducted in nascent m
arkets -all in hopes of capturing a 

share of the w
orld's future opportunities. In this race to the 

future there are drivers, passengers, and road kill. (R
oad

 
k
ill, an A

m
erican turn of phrase, is w

hat becom
es of little 

creatures w
ho cross the highw

ay in the path of an 
oncom

ing vehicle.) Passengers w
ili"get to the future, but• 

their fate w
ill not be in their ow

n hands. Their profits from
 

the future w
ill be m

odest at best. Those w
ho drive indus­

try revolution -com
panies that have a clear, prem

editated 
view

 of w
here they w

ant to take their industry and are 
capable of orchestrating resources inside and outside the 
com

pany to get there first-w
ill be handsom

ely rew
arded. 

Thus, tl1e question of w
 hi.ch com

panies and countries 
create the future is far from

 academ
ic. The stakes are high. 

The w
ealth of a firm

, and of each nation in w
hich it oper­

ates, largely depends on its role in creating tom
orrow

's 
m

arkets and its ability to capture a disproportionate share 
of associated revenues and profits. 

Perhaps you have visited the H
enry Ford M

useum
 at 

G
reenfield V

illage in D
earborn

, M
ichigan. A

lthough the 
hom

e of Ford M
otor C

o.'s w
orld headquarters, D

earborn's 
additional claim

 to fam
e is G

reenfield V
illage and the 

m
useum

 w
here you can see the industrial history of the 

U
nited States. The exhibits are a testim

ony to pioneers 
w

ho created new
 industries and revolutionized old ones: 

D
eere, Eastm

an, Firestone, 13ell, Edison, W
atson, the 

W
right brothers, and, of course, Ford. It w

as the foresight 
of these pioneers that created the industries that created 
the unprecedented prosperity that created the A

m
erican 

lifestyle. A
ny visitor strolling through the m

useum
 w

ho 
has enjoyed the m

aterial com
forts of a m

iddle-class 
A

m
erican lifestyle can't help but recognize the enorm

ous 
debt he or she ow

es to these industrial pioneers. Sim
ilarly, 

any G
erm

an citizen ow
es m

uch to the pioneers w
ho built 

that country's innovative, globe-spanning chem
ical com

­
panies, w

orld-class m
achine tool industry, and autom

akers 
that set the benchm

arks for excellence for nearly a century. 
The success of Japanese firm

s in redefining standards of 
innovation and perform

ance in the electronics and auto­
m

obile industries propelled Japan from
 an industrial also­

ran into a w
orld econom

ic superpow
er and paid for all 

those W
aikiki holidays and Louis V

uitton
handbags. 

Failure to anticipate and participate 1.n tl1e opportun­
ities of the future im

poverishes both firm
s and nations. 

W
itness Europe's concern over its abysm

al perform
ance in 

creatin
g high-w

age jobs in new
 inform

ation technology­
related businesses, or Japan's w

orry over the inability of its 
financial institutions to capture the high ground of inno­
vation and new

 business creation, or A
m

erica's anxiety 
that Japanese com

panies m
ay steal a m

arch in the com
m

er­
cialization of superconductivity. Even protectionist­
m

inded politicians realize that a nation that can do little 
7
 



m
ore than  pro tect the industries of the  past w

ill los e i ts 
econom

ic standing to countries that help cre ate the 
in dustrie s of the future. 

The fu tur e is not an extrapolati on  of the p ast. N
ew

 
indu strial structu re s w

ill supercede old  industrial 
structures. O

pportun i ties that at  fir st blush seem
 evolu­

tionary w
i ll p r o ve  to  be r evoluti onary. Today's n ew

 niche 
m

arkets w
ill turn out to be tom

orrow
's m

ass m
arkets. 

Today's leading edge science w
ill becom

e tom
orrow

's 
household appliance. A

t one tim
e IBM

 described the 
personal com

puter as an "entry system
" - the expectation 

w
as that anyone buying a PC

 w
ould m

ove up to m
ore 

pow
erful com

puters, and that PC
s could happily coexist 

w
ith m

ainfram
es. Ten years later, desktop w

orkstations 
and local client-server com

puters w
ere displacing m

ain­
fram

es from
 m

ore and m
ore applications. A

lthough 
today's w

ireless telephones - both cellular and cordless -
m

ay seem
 no m

ore than an adjunct to traditional tethered 
telephones, in ten years all w

ired phones w
ill likely seem

 
anachronistic. Tw

enty years ago few
 observers expected 

m
utual funds to significantly erode the "share of savings" 

captured by banks and savings and loans. But savers 
becam

e investors and by 1992, m
utual funds in the U

nited 
States represented 96%

 of the m
oney that private investors 

put into the stock m
arket. M

utual funds accounted for 
11.4%

 of total fin
ancial assets in the U

nited States, up from
 

only 2.0%
 in 1975, w

hereas the share taken by com
m

ercial 
banks and savings and loans fell from

 56.2%
 in 1975 to 

37.3%
 in 1992. A

gain, there is no w
ay to create the future, 

no w
ay to profit from

 the future, if one cannot im
agine it. 

To com
pete successfully for the future, senior m

an­
agers m

ust first understand just how
 com

petition for the 
future is different from

 com
petition for the present. The 

differences are profound. They challenge the traditional 
perspectives on strategy and com

petition. W
e w

ill see that 
com

peting for the future requires not only a redefinition of 
strategy, but also a redefinition of top m

anagem
ent's role 

in creating strategy. 

C
o

m
p
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 fo
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Pick up a strategy textbook or m
arketing handbook 

and the focus w
ill alm

ost certainly be on com
petition 

w
ithin extant m

arkets. The tools of segm
entation analysis, 

industry structure analysis, and value chain analysis are 
em

inently useful in the context of a clearly defined m
arket, 

but w
hat help are they w

hen the m
arket doesn't yet exist? 

W
ithin an existing m

arket m
ost of the rules of com

petition 
have already been established: w

hat price-perform
ance 

trade-offs custom
ers are w

illing to m
ake, w

hich channels 
have proved m

ost efficient, the w
ays in w

hich products or 
services can be dtfferentiated, and w

hat is the optim
al 

degree of vertical integration. Y
et in

 em
erging opportun­

ity arenas like genetically engineered drugs, m
ultim

edia 
publishing, and interactive television, the rules are w

aiting 
to be w

ritten. (In existing industries, the rules are w
aitin

g 
to be rew

ritten.) This vastly com
plicates the business of 

m
aking strategic choices. So how

 is the context for 
M

rategy-m
aking different w

hen the focus is on tom
orrow

 

rather than  today, and w
hen there  is little or no clar ity 

abo ut i ndu stry stru cture and custom
er  pr efe r ences ? 

M
a

rk
et S

h
a

re v
ersu

s O
p

p
o

rtu
n

ity
 S

h
a

re 

Strate gy res earchers and practitioners h ave focused 
m

uch attention on the problen .1 of getting and keep ing 
m

arket share. For m
ost com

panies, m
arket share is the 

prim
ary criterion for m

easuring the strength of a 
business's strategic position. 131.it w

hat is the m
eaning of 

m
arket share in m

arkets that barely exist? H
ow

 can one 
m

axim
ize m

arket share in an industry w
here the product 

or service concept is still underdefined, w
here custom

er 
segm

ents have yet to solidify, and custom
er preferences 

are still poorly understood? 
C

om
petition for the future is com

.petition for 
op

p
ortu

n
ity

 share rather than m
arket share. It is com

pe­
tition to m

axim
ize the share of future opportunities a 

com
pany could potentic'llly access w

ithin a broad 
op

p
ortu

n
ity

 a
ren

a
, be that hom

e inform
ation system

s, 
genetically engineered drugs, financial services, advanced 
m

aterials, or som
ething else. 

The question that m
ust be answ

ered by every com
­

pany is, given our current skills, or com
p
eten

cies as w
e w

ill 
call them

, w
hat share of futur

e opportunities are w
e likely 

to capture? This question leads to others: W
hich new

 
com

petencies w
ould w

e have to build, and how
 w

ould our 
definition of our "served m

arket" have to change, for us to 
capture a larger share of future opportunities? W

hether 
for a country or a com

pany, the issue is m
uch the sam

e: 
how

 to attract and strengthen the skills that form
 the 

com
petencies (e.g. opto-electronics, biom

im
etics, genetics, 

system
s integration, financial engineering) that provide a 

gatew
ay to future opportunities. 

To gain a disproportionate share of future profits it is 
necessary to possess a disproportionate share of the 
requisite com

petencies. Because such com
petencies 

represent the patient and persistent accum
ulation of 

intellectual capital rather than a G
od-given endow

m
ent, 

governm
ents can legitm

ately play a role in strengthening 
such com

petencies (through educational policy, tax 
incentives, recruitm

ent of inw
ard investm

ent, governm
ent 

sanctioned private-sector joint venh
ires, etc.) Singapore, 

for exam
ple, has em

ployed just such m
eans to enhance the 

range and quality of ngtionally resident com
petencies. But 

to know
 w

hich com
petencies to build, policy-m

akers and 
corporate strategists m

ust be prescient about the broad 
shape of tom

orrow
's opportunities. Top m

anagem
ent 

m
ust be just as obsessed w

ith m
axim

izing opportunity 
share as w

ith m
axim

izing m
arket share. A

s w
e w

ill see, 
this m

eans a com
m

itm
ent to build com

petence leadership 
in new

 areas, long before the precise form
 and structure of 

future m
arkets com

es com
pletely into view

. 

B
u

sin
ess U

n
its v

ersu
s C

o
rp

o
ra

te C
o

m
p

eten
cies 

C
om

petition for the future is not product versus 
product or business versus business, but com

pany versus 
com

pany
- w

hat w
e term

 "interfirm
 com

petition." This is 
8 

true fo r  seve r al reason s. First, becaus e future oppor­
tunities a r e un lik ely to fit n eatly w

ithin  e xi sting SBU
 

boundaries, com
peting for the future m

ust be a co rpor ate 
r es ponsibility, and  not just the respons ibility of individu al 
bus iness  un it heads. (This r e spon sibility m

ay be exercised 
b y a grou p of c o r porate officers or , pr eferably, a c oho rt of 
SBU

 heads w
orking  hori zontally across the org anization.) 

Second, the com
petencies needed to access the new

 
opportunity arena m

ay w
ell be spread across a num

ber of 
business units, and it is up to the corporation to bring these 
com

petencies together at the appropriate point w
ithin the 

organization. Third, the investm
ent and tim

efram
e 

required to build the new
 com

petencies necessary to 
access tom

orrow
's m

arkets m
ay w

ell tax the resources and 
patience of a single business unit. 

It is im
portant that top m

anagers view
 the firm

 as a 
portfolio of com

petencies, for they m
ust ask, "G

iven our 
particular portfolio of com

petencies, w
hat opporttmities 

are w
e uniquely positioned to exploit?" The answ

er points 
to opportunity arenas that other firm

s, w
ith different 

com
petence endow

m
ents, m

ay find difficult to access. For 
exam

ple, it w
ould be hard to im

agin
e any other firm

 than 
Eastm

an K
odak creating a product like Photo-C

D
, w

hich 
required an in-depth understanding of both chem

ical film
 

and electronic im
aging com

petencies. C
anon m

ay 
understand electronic im

aging and Fuji m
ay understand 

film
, but only K

odak had a d�ep understanding of both. 
So the question for top m

anagers is, "H
ow

 do w
e 

orchestrate a
ll the resources of the firm

 to create the 
future?" This w

as the question G
eorge Fisher faced w

hen 
he left M

otorola to becom
e K

odak's new
 chief executive. 

A
t IBM

, Lou G
erstner put togE,ther a top team

 to look for 
transcendent opporh

mities. G
iven IBM

's still im
pressive 

set of com
petencies, the question w

as, "W
hat can w

e do 
that other com

panies m
ight find difficult to do?" 

C
om

panies like M
atsushita and H

ew
lett-Packard, long 

cham
pions of b

ottom
-up innovation and business unit 

autonom
y, have recently been searching for opportunities 

that blend the skills of m
ultiple business units. Even Sony, 

w
hich has traditionally granted near total autonom

y to 
individual prod

uct developm
ent team

s, has realized that 
m

ore and m
ore of its products m

ust function as part of 
com

plex system
s. It has therefore m

oved to restructure its 
audio, video, and com

puter groups for better coordination 
of new

 product developm
ent. 

C
reating the future often requires that a com

pany 
build new

 core com
petencies, com

petencies that typically 
transcend a single business unit - both in term

s of the 
investm

ent required and the range of potential 
applications. W

ithin
 Sharp, for exam

ple, it is not up to 
each business unit to decide how

 m
uch to invest in 

perfectin
g flat screen displays. Sharp com

petes as a 
corporation against Toshiba, C

asio, and Sony to build 
w

orld leadership in this area. 
The sheer size, scope, and com

plexity of future 
opportunities m

ay also require a corporate rather than an 
individual unit perspective. M

ega-opportunities don't 
yield easily to "skunk w

orks" or undirected entrepreneur­
ship. 

A
 lone em

ployee w
ith a bit of free tim

e and access to 

a sm
all slush fund m

ay create P o st-i t N
otes  bu t is unlikely 

to bring the inter preting  t elephone from
 con ception  to 

reali ty o r m
ake m

uch progress on creating a n ew
 com

put­
i n g architecture. C

onsisten t, focused com
petence-buil d­

ing requires som
et hin g m

or e than  "thrivin g on chaos ." 

S
ta

n
d

-A
lo

n
e v

ersu
s In

t eg
ra

ted
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y
stem
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M
ost textbooks on the m

anagem
ent of innovation and 

new
 product developm

ent assum
e that the com

pany 
controls m

ost of the resources needed for the com
m

ercil­
ization of that innovation. Such an assum

ption is increas­
ingly likely to be w

rong. M
any of the m

ost exciting new
 

opportunities require the integration of com
plex system

s 
rather than innovation around a stand-alone product. N

ot 
only does no single business unit have all the necessary 
capabilities, neither does a single com

pany or country. 
Few

 com
panies can create the future single-handedly; 

m
ost need a helping hand. M

otorola, IBM
, and A

pple 
banded together to create a new

 sem
iconductor-based 

com
puter architecture. H

oping to take advantage of the 
potential convergence betw

een th� videogam
e ind us-try 

and the telecom
m

w
1ication industry, A

T &
 T has form

ed 
parhw

rships w
ith, or taken sm

all equity stakes in, a 
num

ber of com
puter gam

e m
akers. Even Boeing has often 

found it necessary to reach out to foreign partners for the 
developm

ent of its next-generation aircraft. 
The need to bring together and harm

onize w
idely 

disparate technologies, to m
anage a draw

n-out standards­
setting process, to conclude alliances w

ith the suppliers of 
com

plem
entary products, to co-opt potential rivals, and

 to 
access the w

idest possible array of distribution charn1els, 
m

eans that com
petition is as m

_uch a battle betw
een 

com
peting and often overlapping coalitions as it is a battle 

betw
een individual firm

s. C
om

petition for the future is 
both intercorporate and intercoalition. A

s w
e w

ill see, an 
understanding of how

 to put such a coalition together and 
keep it pointed tow

ard a com
m

on future is central to the 
task of com

peting for the future. 

O
rg

a
n

iz
a

tio
n

a
l co

m
m

itm
e

n
t a

n
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p

e
rse

v
e

ra
n

ce
 a

re d
riv

e
n

 b
y

 th
e d

e
sire

 to
 

m
a

k
e a

 d
iffe

ren
ce

 in
 p

eo
p

le's liv
es -

th
e 

b
ig

g
e

r th
e

 d
ifferen

ce, th
e

 d
e

e
p

e
r th

e
 

co
m

m
itm

e
n

t. 
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A
 com

pany's first curve is its trad
itional bu

siness base 
representing th

e m
ajority of its cu

rrent revenu
es -in 

P
itney Bow

es's case, su
pporting the paper-based

 m
ail 

stream
. Y

ou
 m

ight b
e d

oing fine on that cu
rve, m

aybe 
even very w

ell, and
 m

aybe even for a long tim
e. Bu

t 
sooner or later things begin to change -you

 sense that you
r 

first cu
rve isn't goin

g to d
o it forever -and

 you know
 you

 
have to respond

. Y
ou

 m
ight invest m

ore heavily in R
 &

 D
; 

P
itney B

ow
es d

id
, investing $325 m

illion
 in

 d
eveloping 

P
aragon and other technologies from

 1990 to 1992. A
 good

 
m

ove: th
e investm

ent has paid
 off hand

som
ely. But it w

as 
still an: in½estm

ent in
 the first cu

rve, in
 w

hat the com
pany 

had
 alw

ays d
one w

ell, and
 these d

ays it sim
ply w

on't be 
enou

gh. 
T

hat's the second
-cu

rve d
ilem

m
a. T

o continue to 
grow

 and thrive, P
itney Bow

es has to start thinking abou
t 

getting on that secon
d

 cu
rve. A

lm
ost every successful 

first-curve bu
sin

ess w
as a second

-cu
rve bu

siness in its 
d

ay. P
itney B

ow
es revolu

tionized
 the collection of postal 

revenu
es w

ith th
e invention of the postage m

eter in the 
1970s. IBM

 has been on
 the second

 curve tw
ice, first as a 

tabu
lating m

achine com
pany, then as a second

-curve 
office equipm

ent player that cam
e to first-cu

rve 
d

om
inance in the 1960s and

 1970s. Eventu
ally, every 

bu
siness has to face the second

 curve becau
se it's caused

 
by external changes over w

hich a com
pany has no control, 

and
 w

hat this m
ean

s is that the first-curve investm
ent is no 

longer enou
gh, and

 the com
pany m

u
st face very real -and

 
very com

p
licated

 -strategic d
ilem

m
as. D

o you m
ake the 

ju
m

p
 n

ow
 and

 risk losing you
r best cu

stom
ers -and

 you
r 

solid
 first cu

rve? If you
 ju

m
p

 too soon you m
ay be 

w
alking aw

ay from
 all the profit and

 (w
orse yet) p

u
tting 

you
rself in

 head
-to-head

 com
petition w

ith
 yourself or 

you
r best cu

stom
ers. If you stay on

 the old
 curve too long, 

you m
ay never get a chance to play on

 the second
 cu

rve. 
B

ut w
hen d

o you
 ju

m
p

, and how
? C

an
 you

 play both 
cu

rves? A
re th

ese second
 cu

rve gu
ys for real? 

A
 potentially d

au
nting scenario, bu

t one, never­
theless, that every bu

siness, in every ind
u

stry, w
ill face. 

T
here are things you

 can do -strategies to follow
, w

ays to 
h

and
le th

e com
in

g ch
an

ges. But before lookin
g at th

ose, 
it's helpful to u

nd
erstand

 h
ow

 w
e got w

here w
e are. O

ften
 

the w
hy of change is as im

portant as the w
h
at. T

h
e key 

challenge of th
e second

 cu
rve is to recogn

ize the 
com

ponents of ch
ange. 

S
o

u
rce

s o
f th

e
 S

e
co

n
d

 C
u

rv
e

: W
h

a
t's D

riv
in

g
 C

h
a

n
g

e
? 

So w
here d

oes th
e second

 cu
rve com

e from
? In 

stu
d

ies of com
p

anies u
nd

ergoing this kind
 of m

arket 
transform

ation, you can see three forces d
riving the 

second
 curve: n

ew
 technologies, new

 consum
ers, and new

 
geographical m

ark
et frontiers -forces that are changing 

ou
r w

orld
, singly and

 in
 com

bination, faster than ever. 
T

he new
 technology is faster better and

 cheaper. 
U

nd
erstand

ing th
e effects of new

 technologies -especially 
inform

ation technologies -is critical for m
anaging on

 tw
o 

cu
rves. Y

ou
 could

 argue that w
ithou

t the vast and rapid
 

proliferation of inform
ation techologies in

 the last tw
enty 

years, there w
ould

 be no second
 curve. It is, in fact, the 

ability of new
 technologies to fu

nd
am

entally transform
 a 

given ind
ustry that creates the d

iscontinu
ities that d

efine 
m

ost second
 cu

rves. For exam
ple, p

ow
erfu

l new
 elec­

tronic tools m
ake highly tailored

 cu
stom

er service possible 
for com

panies su
ch as Fed

eral E
xpress, A

T
 &

 T
, and

 
U

nited
 A

irlines. 
It takes thirty years for technologies to becom

e 
overnight su

ccesses. Forecasting the ne?(t big technology 
application is a lot like picking w

ho w
ill m

ake it to the 
O

lym
pics in 2016 by sorting through baby pictures. But 

d
espite the d

ifficu
lties inherent in a long tim

e cu
rve, you 

can learn
 a few

 things abou
t the d

iffu
sion

 of technology 
and

 try to spot the m
om

ents w
hen som

ething really big 
starts happening. 

T
h

e N
e

w
 C

o
n

su
m

e
r W

a
n

ts 
A

n
y

th
in

g
, A

n
y

tim
e
, A

n
y

p
lace

 

Sm
arter, richer, choosier, m

ore d
em

and
ing: tod

ay's 
consu

m
ers-have high expectations in

 qu
ality, service, 

d
esign -and th

ey w
ant low

 cost. T
heir expectations are 

transform
ing the m

arketp
lace d

ram
atically, creating a 

second
 curve for the com

panies that servethem
. T

he n
ew

 
consum

er is a pow
erfu

l enou
gh

 force to change th
e types 

of prod
u

cts and
 services com

ing to m
arket, and to 

transform
 the w

ay prod
u

cts and services are sold. A
nd

 
there are m

ore of them
 every year. 

T
he volatility of contem

porary consu
m

ers -their 
w

illingness to change -is at the heart o
f th

e second
 cu

rve. 
T

here w
ou

ld
n't f2Ven be su

ch a pronou
nced

 second
 cu

rve if 
custom

ers h
ad

n
't sh

ow
n

 su
ch

 a w
illingness to ju

m
p from

 
one typ

e of p
rod

u
ct and

 service to any oth
er w

ithout 
w

arning. Y
ou

 can't begin to u
nd

erstand
 .how

 or w
hen to 

m
ove from

 one cu
rve to anoth

er w
ith

ou
t u

nd
erstand

ing 
the new

 consu
m

er. 
T

hey're better ed
ucated

. T
hey're m

ore affluent -the 
larger nu

m
ber of hou

sehold
s w

ith
 large annu

al incom
es 

m
eans there are m

ore consu
m

ers w
ho have som

e d
iscre­

tion over pu
rchases, w

hich in turn m
eans they can be m

ore 
d

em
and

ing and
 m

ore volatile in
 their p

u
rchases. T

hey're 
u

sed
 to sop

histicated
 inform

ation. A
n

d
 they're m

ore 
skeptical -a m

u
ch

 hard
er sell, if you w

ill. C
onsu

m
ers, 

m
ore than ever, are w

illing to shift loyalties and
 experi­

m
ent w

ith the n
ew

 and
 d

ifferent. 
-T

he d
em

and
 of these new

 consu
m

ers -and
 vend

ors' 
responses to those d

eil).and
s -have had

 hu
ge effects. 

C
om

panies have gone through a d
istribu

tion revolu
tion to 

w
in over and

 retain the loyalty of the new
 consu

m
er. T

im
e 

to m
arket is d

ow
n w

hile choice is u
p

; take a look at th
e 

choices you have at the su
perm

arket for a sin
gle item

 n
ow

 
as com

pared
 to ten

 years ago, w
hether it's snack food

s, 
prepared

 m
eals, or the ever-expand

ing array in the freezer 
aisle. T

he nu
m

ber of w
ays of reaching �

e custom
er is 

rad
ically d

ifferent; think of everything from
 factory ou

tlets 
and

 w
arehouse stores to d

irect m
ail catalogs and

 T
V

 
shopping. A

nd
 the value of a brand

 nam
e has changed

 
d

ram
atically. In th

e past, brand
 nam

es d
enoted

 valu
e by 

prom
ising a stand

ard
 of quality. N

ow
 th

at stand
ard

 of 

10 

qu
ality is conferred

 b
y

 th
e retailer him

self, w
ho can carry a 

w
id

e variety of brand
s (som

e of his ow
n

 m
aking), all of 

w
hich have an im

age of qu
ality but som

e of w
hich can be 

d
iscounted

 becau
se they d

on't need
 to be ad

vertised
 

ind
ivid

u
ally. 

So the d
ilem

m
a of selling to the n

ew
 consum

er goes 
som

ething like this: D
o you try to d

o the best you can w
ith 

w
hat you have, or d

o
 you scrap the w

hole system
 for 

som
ething new

er and
 better? 

T
h

e N
ew

 M
ark

et F
ro

n
tier C

o
m

e F
ro

m
 T

h
e G

ro
w

th
 in

 
E

m
e

rg
in

g
 M

a
rk

e
ts 

T
he em

erging m
arkets of A

sia, Eastern
 Eu

rope, and
 

L
atin A

m
erica are singly and in com

bination creating 
second

 curves for com
panies the w

orld
 over. They w

ill be 
key m

arkets -and
 key com

petitors. For exam
p

le, C
hina: it 

w
ill be a larger econom

y than the U
n

ited
 States som

etim
e 

early in the n
ext century -the only question is w

hen, not if. 
A

ll the em
erging m

arkets have extrem
ely high grow

th 
potential for consu

m
er prod

ucts, capital good
s, infra­

stru
ctu

re, high technology, and services. 
But know

ing there's a big new
 second

 curve in the 
long run d

oesn't gu
arantee the right response at the right 

tim
e. Sorting ou

t the sequence and
 the relative level of 

com
m

itm
ent to m

ake to each of the em
erging m

arkets and
 

subregions o
f the cou

ntries inyolved
 is a hugely com

plex 
task

 C
learly A

sia and
 Latin A

m
erica w

ill grow
, but at 

d
ifferent rates in d

ifferent areas. 
W

hich is n
ot to say that A

m
erican prim

acy in w
orld

 
m

arkets w
ill fad

e anytim
e soon. T

he U
nited

 States w
ill 

continue to be a large and
 grmy

ing econom
y and

 the m
ost 

influ
ential on

 th
e p

lanet, in large part becau
se of its 

cu
ltu

ral exports. A
m

erican popular cu
ltu

re has becom
e a 

key com
ponent of th

e U
.S. econom

ic base: C
oke, M

arlboro, 
M

ad
onna, Levi Strau

ss, A
m

erican m
ovies, and

 M
arried

 ... 
w

ith
 C

h
ild

ren
 reru

ns are everyw
here. Sixty percent of 

Ju
rassic P

ark
's revenu

es w
ere earned

 outsid
e the U

nited
 

States. A
nd

 another U
.S. export-the Internet-

is a 
w

ind
ow

 on the fu
tu

re of the global m
arket, an electronic­

ally m
ed

iated
 bazaar that allow

s id
eas and

 cash to zap 
arou

nd
 the w

orld
, enabling virtual d

eals to be d
one on a 

global basis. 
P

art of the shift to the second
 cu

rve is red
efining w

hat 
a m

arket is. For m
any years, the "m

arket" -to A
m

erican 
com

panies -m
eant th

e U
nited

 States. G
rad

ually, betw
een 

1970 and
 1990, cam

e the realization that the true m
arket 

for A
m

erican firm
s at least crossed

 the N
orth A

tlantic and
 

inclu
d

ed
 the cou

ntries of W
estern E

u
rop

e. N
ow

 w
e are 

su
d

d
enly confronted

 w
ith a new

 concept of "m
arket" -one 

that includ
es m

any of the em
erging cow

1tries of the w
orld

. 

W
h

e
re

 W
e A

re N
o

w
 

Th
e bottom

-line reality of the second
 curve is, of 

course, change. T
his includ

es transform
ation on m

any 
levels: society, th

e m
arketplace, even th

e ind
ivid

ual. A
nd

 
m

ost certainly on
 a bu

siness level. C
orporations are 

experiencing transform
ation w

ithin -on
 an internal 

11 organization level -as w
ell as w

ithou
t -throughout each

 
ind

ustry as a w
hole. 

In the rap
id

ly changing global m
arketplace, m

any 
bu

sinesses are find
ing that their trad

itional organizations 
are m

ore of an obstacle than an ad
 vantage in leveraging 

opportw
1ities. T

rad
itionally, organizations have been 

stru
ctu

red
 on

 m
od

els governed
 b

y
 m

echanistic, linear 
m

etaphors, su
ch

 as the m
ilitary-style organizations of the 

early tw
entieth centu

ry. R
eengineering is the u

ltim
ate 

m
echanistic m

etaphor. T
hese m

od
els vvorked

 w
ell in 

regionally isolated
 m

arkets w
ith little com

petition, bu
t 

now
 that m

arkets are global, d
ynam

ic, and
 connected

 in
 a 

com
plex ecology of econom

ic relationships, the old 
. , 

m
od

els are n
o longer effective -a classic second

-cu
rve 

problem
. T

o com
pete in this w

orld
, com

panies m
u

st 
d

evelop new
 organizational m

od
els. T

h
e m

etaphors for 
these m

od
els are m

ore organic than m
echanistic, m

ore a 
set of d

ynam
ic processes than a static org chart. For 

exam
ple, trad

itional hierarchical organizations -the arm
y 

and
 som

e large corporations -are m
oving to a "fishnet 

organization" -a netw
ork of constantly changing, ad

 hoc 
hierarchies linked

 and
 m

anaged
 by inform

ation tech­
nology, an orgnization that gives th

em
 greater flexibility 

to m
eet the d

em
and

s of the m
erging, fast-paced

 global 
m

arket. A
s w

e m
ove into the tw

enty-first century, these 
new

 form
s of organization w

ill increasingly present tw
o­

cu
rve d

ilem
m

as for com
p

anies an
d

 their em
ployees. 

T
he w

orld
's m

ajor ind
u

stries are being hu
gely affected

 
by the second

 cu
rve. N

ew
 technology, n

ew
 consu

m
ers, 

and
 new

 geography are creating change that isn't the 
lim

ited
, albeit d

ram
atic, sort a com

pany m
ight exp

erience 
becau

se of a strategic error or a m
arket shift. T

his is 
m

assive and
 fu

nd
am

ental change -a red
efinition of term

s -
for an entire ind

u
stry or m

arket, resu
lting from

 the conflu
­

ence of pow
erfu

l d
riving forces. In

 particu
lar, retail and

 
d

istribution, health care, an
d

 financial services are 
d

ram
atically affected

 by the second
 cu

rve. 
R

etail an
d
 d

istrib
u
tion

. T
he second

-cu
rve d

ilem
m

a 
faced

 by retail and
 d

istribution is the elim
ination of th

e 
m

id
d

lem
an. A

s a resu
lt of th

e n
ew

 con
su

m
er, the 

electronic infrastru
ctu

re, m
ore intense com

petition, and 
new

 d
istribu

tion charn
1els, retailers are scram

bling. A
n

d
 

they are com
ing u

p w
ith som

e interesting responses, from
 

W
al-M

art's virtu
al integration (em

bed
d

in
g the retailer's 

system
s electronically in the vend

or's inventory and
 

su
p

p
ly system

) to Sp
iegel's all-ou

t d
irect m

arketing, w
here 

m
ail-ord

er and
 catalog sales are taken to the lim

it. 
H

ealth
 care. In health care, talk of tw

o curves abou
nd

s. 
T

he trad
itional fee-for-service w

orld
 is being replaced

 by 
m

anaged
 care; th

e inpatient environm
ent is changing over 

to th
e am

bulatory environm
ent; and

 pharm
aceu

tical R
&

D
 

firm
s are m

ovin
g from

 trad
itional m

echanism
s for find

in
g 

d
rugs (screening obscu

re, natu
rally occu

rring com
p

ou
nd

s 
for therap

eu
tic effects) to a biotechnology-based

 m
echan­

ism
 w

hereby large m
olecu

les are d
esign

ed
 to have a 

specific therapeu
tic effect. B

u
t even w

ith
 all these changes, 

the real health care second
 cu

rve, w
here all A

m
ericans can 

be covered
 in

 a cost-effective w
ay, has not yet been clearly 

articulated
. 



Financial services. Y
ou see the confluence of new

 
brands, new

 channels, new
 consum

ers, and new
 tech­

nologies (everything from
 the Internet to the sm

art card) 
transform

ing the global fin
ancial services industries, 

particularly the retail segm
ent. Traditional financial 

services com
panies are trying to avoid disinterm

ediation -
that is, w

atching their deposits go elsew
here -by the 

second curve, w
hich w

ill devastate the unsuspecting of 
W

all Street, H
artford, London, H

ong K
ong, and Zurich. 

E
m

b
ra

cin
g

 C
h

a
n

g
e

: T
h

e
 K

ey
 to

 S
u

cce
ss 

in
 th

e
 S

e
co

n
d

 C
u

rv
e

 W
o

rld
 

A
s usual, Y

ogi B
erra put it w

ell: "Prediction is very 
hard, especially w

hen it's about the future." It is, of course, 
not only difficult but sim

ply im
possible to predict the 

future, if by predicting you m
ean reaching out into the 

future to pluck fully realized events like so m
uch ripe fruit. 

W
hich is to say that w

e can't think system
atically 

about the future, that w
e can't m

ake sense of the trends, 
developing issues, and em

erging technologies, and in so 
doing becom

e m
ore inform

ed about w
hat is likely to 

happen. W
hen w

e are constantly looking ahead and 
review

ing the longer-term
 driving forces that create 

change in the business environm
ent, the w

orld becom
es 

less random
. Patterns em

erge, new
 threats are foreseen 

and avoided, new
 opportunities are identified and 

exploited. By taking the best available thinking and 
inform

ation, you can create forecasts that help businesses 
and individuals m

ake inform
ed long-term

 strategic 
decisions. 

So w
hat kin

d of forecasts can you m
ake about the 

second curve? G
iven that you can't predict the pace of 

change for either of the tw
o curves, and given that you're 

dealing w
ith a m

ultitude of false starts on the second 
curve, can you develop a strategy? 

A
 resounding yes: there's a lot w

e don't know
, but 

there's also a lot that w
e do. The second curve is about 

facing the challenge of change. Y
ou're doing w

ell, running 
fast -but take a good look over your shoulder and see 
w

ho's gaining on you. You'll be surprised. 
G

lobal beverage giants like C
oke and Pepsi got hit 

hard by the private-label colas. 
H

ealth insurance giants like Traveler's and M
etro­

politan got sidesw
iped by m

anaged care organizations 
like O

xford H
ealth Plans, U

nited H
ealthC

are, and U
.S. 

H
ealthcare, w

ho outperform
ed them

 w
ith a different 

paradigm
. 

Japanese sem
iconductor m

anufacturers w
ho 

them
selves had been the second curve in the early 1980s 

w
ere overw

helm
ed

 by new
 second-curve sem

iconductor 
technology from

 Intel, A
dvanced M

icro D
evices, and the 

brains of Silicon V
alley in the late 1980s and 1990s. By 

focussing on ad
vanced m

icroprocessors, the U
.S. sem

i­
conductor industry engineered a second-curve com

eback. 
But this isn't an easy change. Y

ou don't becom
e second­

curve overnight. You m
ight not be up to it -as a com

pany 
or an individual. That's w

hy m
anaging on tW'b curves is 

the exciting and enjoyable challenge of the em
erging 

global business scene, w
here technology, political change 

that opens new
 geographic m

arkets, and sophisticated 
new

 consum
ers are creating new

 curves by the thousands. 
M

anaging on tw
o curves is extrem

ely difficult and few
 

pull it off, and if it sounds as if there's a lot of uncertainty: 
learn to live w

ith it. In the final analysi$, m
anaging on tw

o 
curves is a juggling act. You can get com

fortable w
ith it if 

you develop an aw
areness of change and the tools to deal 

w
ith it. That's the skill: to use change to provide the 

creative tension that keeps you and your com
pany m

oving 
forw

ard. 

T
lze Second C

u
rve has effects that aref

ar-rencl1ing and far-felt, 
affecting us as individuals, cfzallgi11g tlze m

arkeplacc, reorgan­
izing corporations, an

d even transfcJrm
ing 111ajnr industries. 

T
here are fu

ndarn
ental transform

ations un
der w

ay as w
e m

ove 
from

 the first to t/ze second cu rue, tensions tlzat arc sum
m

arized 
in

 tlze table below
. U

nderstanding liow
 different the curves are 

is an im
portant

first step i11 being able to deal w
itlz them

. 
R

ecognizing that the second curve has very diffe
rent character­

istics from
 the first is the L1est w

ay to begin
 to nw

nag
e 011 tw

o 
curves. 
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A

dam
 Sm

ith, the high priest of m
arket econom

ies and 
of m

odern capitalism
, m

ay w
ell be the m

ost quoted and 
least read of all authors. W

ho, for instance, know
s that he 

w
rote this: 

. 
A

 profitable specu
lation

 is presen
ted as a pu

blic good 
becau

se grow
th w

ill stim
ulate dem

and, and everyw
here dif

fu
se 

com
fort and im

provem
ent. N

o patriot or m
an of feeling could 

'therefore oppose it. (B
u

t) the nature of this grow
th, in 

opposition, for exam
ple, to older ideas such as cultivation, is that 

it is at once u
ndirected an

d infinitely self
-generating in the 

endless dem
and for all the useless things in

 the w
orld. 

A
dam

 Sm
ith, you should be alive today, to take a w

alk 
through the shopping m

alls or the tourist streets of our 
cities. You w

ould see w
indow

s stacked high w
ith trivia, 

w
ith all the detritus of a throw

aw
ay society, w

here grow
th 

depends on persuading m
ore and m

ore people to buy 
m

ore and m
ore things that they m

ay w
ant but can hardly 

need. Yet, w
ithout that induced dem

and, there w
ouldn't 

be the grow
th w

hich w
ould spread A

dam
 Sm

ith's 'com
fort 

and im
provem

ent' to those w
ho really need it. W

e need 
our econom

ies of glitz and sleaze to provide w
ork of a sort 

for m
any of our people. 

'W
ork of a sort-' is, indeed, all that m

uch of it can ever 
be. The best m

anag�m
ent in

 the w
orld can't m

ake 
m

eaningful w
ork out of stacking shelves or packing boxes, 

or out of selling T-shirts, m
ugs or plastic toys, or even 

plastic food. This is toil and drudgery, not the decent 
w

ork w
e dem

and as the right of all. It is toil done for 
m

oney, the m
oney w

hich alone provides access to the rich 
econom

y w
e have prom

ised ourselves. 
It is a strange irony, just one of m

any w
hich itch aw

ay 
at our m

odern state. To give ou'r
 people the necessities of 

m
odern life w

e have to spend m
ore of our m

oney and 
m

ore of their tim
e on the non-necessities, on the 'useless 

things', the junk of life. W
orse

-to produce these things w
e 

consum
e the w

orld's resources, pollute its environm
ent, 

m
uck up its countryside and dirty it tow

ns and cities. This 
w

as not the brave new
 w

orld that capitalism
 prom

ised 
w

ith its freedom
 of choice in the m

arkets of the w
orld. 

W
e thought, once, that w

e could have it all, that 
m

oney could buy us choice in everything, and technology 
w

ould deliver it. If w
e w

anted no children, then 
technology w

ould allow
 us the joys of m

ating w
ithout tl1e 

consequences, and if later w
e changed our m

inds, 
technology could put that right, too. D

eath could be 
postponed, if not indefinitely, at least for a decade or so, 
and society w

ould m
ake sure that the old did not clutter 

up the lives of their children by m
aking the state 

responsible for their w
ellbeing. The state, in fact, w

ould 
take care of everything w

e did not w
ant to do for 

ourselves. The Basic G
erm

an Law
, for exam

ple, lists 17 
basic individual rights but not one individual duty except 
to pay taxes, som

etim
es. U

nlim
ited econom

ic grow
th, in 

short, w
ould provide the w

herew
ithal for all our w

ants, 
and technology w

ould som
ehow

 deal w
ith any unw

anted 
consequences. 

It w
as alw

ays an unlikely dream
. There are alw

ays 
unintended consequences to rational policies. The 
understandable attem

pt, in C
hina, to ration children to 

one per fam
ily is producing a generation of 'child 

em
perors', only sons, spoilt rotten, the daughters too often 

aborted. The A
m

erican freedom
 to live w

here you choose, 
and to choose w

hom
 you live w

ith, in that vast cm
m

try, 
results in ghettoes of the rich, ghett�)eS of the old and, 
inevitably, ghettoes of the underclass. C

om
m

unity as an 
ideal turn

s into a selfish exclusivity, reniiniscent of the 
city-states of m

edieval Europe -great for those inside, but 
tough for the outsiders, w

hich is w
hy the insiders built 

high w
alls around them

selves. 
A

nd w
hen w

e finally confront som
e of the costs of our 

extravagances in the First W
orld, a1-1fi ask the Third W

orld 
of developing countries to do things differently les·t w

e ' 
destroy our firm

am
ent, they, not unnaturally, w

ant som
e 

of those extravagances for them
selves before they m

ake 
the sacrifices w

hich w
e ask for. W

e are caught in a trap of 
our ow

n devising, unw
illing to accept that freedom

 of 
choice can't easily be rationed. H

ow
 nice it w

ould be, I 
som

etim
es think, w

hen crushed in a tourist m
ob in 

Florence or Seville, if only a fortunate few
 (including 

m
yself, naturally) had the m

eans and the choice to travel. 
Freedom

 of choice for all can easily create m
isery for m

ost. 
O

rganizations have not been im
1nune to the lure of 

false prom
ises. G

ood jobs for all, w
ell-paid jobs, w

as one 
of those prom

ises. A
s a result, m

ore and m
ore people, 

particularly w
om

en, w
anted those jobs. But organizations 

also needed to be efficient, and that m
eant doing the sam

e, 
or, if possible, m

ore, w
ith few

er people. In the last 25 years 
Europe's econom

y grew
 by 70'¼,, but on Ly 10'¼, new

 jobs 
w

ere created, not nearly enough for all those that w
anted 

them
. The faster w

e grow
, it begins to seem

, the few
er 

people w
e need to w

ork our organizations. 
O

ur people are n
ow

 our assets, proclaim
 those sam

e 
organizations, offering the prom

ise of a caring, nurturing 
com

m
unity at w

ork; a Japanese tradition translated to 
W

estern w
ays. But assets, it turned out, w

ere things to be 
m

ilked as w
ell as nurtured, and those lucky enough to 

have one of those proper jobs inside the organization 
found them

selves w
orking ever harder and longer, 

squeezing the traditional 100,000 hours of a w
orking life 

into 30 years instead of 50. That w
orks out at 67 hours a 

w
eek, leaving little tim

e for fam
ilies, or for anything else, 

com
e to that. O

rganizations are rightly seen as the 
instrum

ents of w
ealth creation, w

hether the w
ealth be 

m
oney, health, education or service of one type or another, 

but w
e now

 see m
ore clearly that, in their turn, the 

individuals inside the organization have becom
e its 

instrum
ents, subordinated to the goals of the organization, 

used and/ or discarded as needed. This w
as not intended. 

N
or w

as it intended that the brilliant invention of 
lim

ited liability w
ould end up w

ith com
panies 'ow

ned' by 
people w

ho had never been near them
, let alone m

et w
ith 

their people or devised their products and their strategies. 
C

om
panies as pieces of property, to be bought and sold by 

speculators, m
akes m

oney the m
easure of all things and 

shortens the tim
e-horizons of all those involved. 

M
any other things w

ere not intended. It w
as not 

intended that w
om

en should be squeezed out of the new
, 

efficient organizations. A
 m

ore liberal age w
anted it quite 
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otherw
ise, but those 67-hour w

eeks m
eant that too often it 

had to be a choice betw
een job or children. W

e m
ust hope 

that m
any w

om
en w

ill, in future, choose children, or find 
som

e better w
ay to com

bine the tw
o, because the birthrate 

in m
ost affluent societies is now

 less than 1.5 children per 
w

om
an. Too m

any children m
ay be C

hina's problem
, but 

too few
 children is little better -a society of greying elders 

w
ith ever few

er people to support them
, and no w

ay, this 
tim

e, that technology can change things inside of 50 years. 
W

e shall all be w
orse off than our fathers and m

others 
w

ere, a state w
hich m

any A
m

ericans already are shocked 
to find them

selves in today. 

T
h

e
re

 Is B
e
tte

r N
e

w
s
 

It is now
 clear that econom

ic grow
th for all forever is 

not on the cards. Even if it w
ere, it w

ould be no guarantee 
of happiness. In the last 20 years the British econom

y grew
 

by 40P/o, the G
erm

an by 50%
 and the Japanese by 60%

, but 
it is by no m

eans obvious that the G
erm

ans and the 
Japanese are any happier. In fad

, surveys show
 the 

reverse, w
ith the Japanese envious of the lifestyles of 

alm
ost everyone. Perhaps w

e w
ill soon cease to pursue 

the chim
era of everlasting econom

ic grow
th and harken to 

A
dam

 Sm
ith's rem

inder of 'cultivation' as a prim
ary goal. 

If w
e do, it w

ill be m
ore from

 the force of circum
stance 

than from
 choice, but events shape values as m

uch as 
values shape events, and the events w

hich are com
ing up 

w
ill confront us all w

ith new
 choices. In the past, m

ost of 
us w

ere seem
ingly content to sell all our w

orking tim
e to 

the organization, to do w
ith it w

hat they w
illed, w

ithin 
reason. O

ur choices w
ere m

ainly to do w
ith how

 w
e spent 

the m
oney they gave us and the tim

e w
hich they left us. 

N
ot unnaturally, m

oney dom
inated our values, and the 

thin
gs that m

oney m
ight be able to buy. The m

ore m
oney 

the m
ore choice. It w

as, inevitably, fur m
ost people, a 

m
aterialistic w

orld. 
It w

as also an institutional w
orld. M

ost people got 
their sustenance and their structure from

 organizations of 
one sort or another. Those organizations resonated w

ith 
pow

er, authority and control. W
e m

ay not alw
ays have 

liked w
hat they said or w

hat they required of us, but it w
as 

clear w
here authority resided. That is about to change. 

O
ur w

orld is about to see a change as significant as the 
technological event w

hich, in m
any w

ays, launched 
Europe into a new

 age 600 years ago w
hen the printing 

press w
as invented and developed. For the first tim

e, 
then, people w

e're able to read the Bible in their ow
n 

language in their ow
n hom

e in their ow
n tim

e. N
o longer 

did they have to go to church to hear the w
ord of G

od, in 
Latin, interpreted by a licensed m

inister of the C
hurch. 

They could now
 m

ake up their ow
n m

inds about right and 
w

rong, G
od and the devil. A

s a result, the authority of the 
C

hurch crum
bled, and w

ith it the authority of m
ost 

institutions. Individual freedom
 led to creativity, w

hich 
blossom

ed into the Renai_ssance; but this freedom
 also 

produced schism
s anct"•anarchy, conflict and repression as 

people everyw
here sought tQ flex their m

uscles and to take 
charge of their ow

n destiny. O
thers, naturally, yearned for the days of order and discipline and, w

l-iere they could, 
tried to restore them

. 
The television set and the telephone, w

ith the 
com

puter at the end of it, the w
ired and unw

ired w
orld 

w
hich w

e now
 contem

plate, are the m
odern equivalents of 

the printing press. W
hen M

otorola ad
:i ieves its dream

 of a 
personal telephone for everyone w

ith a personal num
ber 

for each of us at birth, then a telephone w
ill truly belong to 

a person not a place. Insignificant as that s�unds, it m
eans 

that the office w
ill becom

e as necessary as the churches 
becam

e. Televi�ion already allow
s each of us to m

ake up 
our ow

n m
inds about the affairs of the w

orld, eroding the 
m

ystique of presidents, prim
e m

inisters, queens and 
corporate chairm

en. C
D

-Rom
s and the Internet m

ake the 
know

ledge of the w
orld available to all, depriving teachers 

everyw
here of their com

petitive advantage over their 
students, authority eroded there as w

ell. 
A

s in the Renaissance, it w
ill be a excitin

g tim
e, a tim

e 
of great opportunities for those w

ho can see and seize 
them

, but of great threat and fear for m
any. It w

ill be m
ore 

difficult to hold organizations and societies together. The 
softer w

ords of leadership and vision and com
m

on 
purpose w

ill replace the tougher w
ords of control and 

authority because the tough w
ords w

on't bite any m
ore. 

O
rganizations w

ill have to becom
e com

m
unities rather 

than properties, w
ith m

em
bers not em

ployees, because 
few

 w
ill be content to be ow

ned by others. Societies w
ill 

break dow
n in

to sm
aller units but w

ill also regroup into 
even larger ones than now

 for particular purposes. 
Federalism

, an old doctrine, w
ill becom

e fashionable once 
again, in spite of its inherent contradictions. 

Interestingly, m
any of the products of this new

 w
ired 

age w
ill be less destructive of our environm

ent. C
D

-Rom
s 

consum
e no trees. The new

 econ01nic grow
th areas of 

health, education, personal services and leisure activity 
need far few

er raw
 m

aterials and are n1ore to do w
ith 

psychological and physical enrichm
ent than w

ith 'things'. 
These new

 grow
th areas also com

e in sm
aller, m

ore 
people-friendly organizations than the m

anufacturing 
giants of the past. T

hings' w
ill be increasingly m

ade by 
'thin

gs' anyw
ay, and not by hum

an autom
atons. A

s 
society ages, m

ore people w
ill have enough of things, 

m
ostly, and w

ill be in the slim
m

ing-dow
n stage of life. 

They m
ay, in fact, be m

ore interested in A
dam

 Sm
ith's 

'cultivation' than in 'useless things', and if cultivation is 
m

arketable w
e shall have econom

ic grow
th as w

ell. 
W

e m
y discover that w

hen w
e can, increasingly, 

choose how
 to spend our tim

e, it m
ay not alw

ays m
ake 

sense to sell it as expensively as w
e can or as m

uch of it as 
w

e can. There are other thin
gs w

hich w
e can do w

ith tim
e, 

even if it is only to sit and talk w
ith friends. M

any w
ill use 

their tim
e to increase their skills and enlarge their range of 

talents because intelligence is now
 the pathw

ay to w
ealth 

and pow
er. Tim

e and talent w
ill becom

e the com
m

odities 
in

 m
ost dem

and, and they w
ill be the property of each 

individual, not of the corporation, changing the balance of 
pow

er quite radically. Education w
ill, once again, becom

e 
a prized and precious thing, at all ages and of all types. 

(continued on page 17) 
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C
ore ideology is an essential com

ponent of a visionary 
com

pany. But core ideology alone, as im
portant as it is, 

does not -indeed can
n

ot -m
ake a visionary com

pany. A
 

com
pany can have the w

orld's m
ost deeply cherished and 

m
eaningful core ideology, but if it just sits still or refuses to 

change, the w
orld w

ill pass it by. A
s Sam

 W
alton pointed 

out: "You can't just keep doing w
hat w

orks one tim
e, 

because everything around you is alw
ays changing. To 

succeed, you have to stay out in front of that change." 
W

e believe that com
panies get into trouble by 

confusing core ideology w
ith specific, noncore practices. 

By confusing core ideology w
ith noncore practices,. �om

­
panies can cling too long to noncore item

s -things that 
should be changed in order for the com

pany to adapt and 
m

ove forw
ard. This brings us to a crucial point: A

 vision­
ary com

pany carefully preserves and protects its core 
ideology, yet all the specific m

an
ifestation

s of its core 
ideology m

ust be open for change and evolution. For 
exam

ple: 
• H

ew
lett-Packard's "Respect and concern for individual 

em
ployees" is a perm

anent, unchanging part of its core 
ideology; serving fruit and doughnuts to all em

ployees at 
ten A

M
. each day is a noncore practice that can change. 

• W
al-M

art's "Exceed custom
er expectations" is a perm

­
anent, unchanging part of its core ideology; custom

er 
greeters at the front door is a noncore practice that can 
change. 
• Boeing's "Being on the leading edge of aviation; being 
pioneers" is a perm

anent, unchanging part of its core 
ideology; com

m
itm

ent to building jum
bo jets is part of a 

noncore strategy that can change. 
• 3M

's "Respect for individual i,n
itiative" is a perm

anent, 
unchanging part of its core ideology; the 15 percent rule 
(w

here technical em
ployees can spend 15 percent of their 

tim
e on projects of their choosing) is noncore practice that 

can change. 
It is absolutely essential not to confuse core ideology 

w
ith culture, strategy, tactics, operations, policies, or other 

noncore practices. O
ver tim

e, cultural norm
s m

ust 
change; strategy m

ust change, product lines m
ust change, 

goals m
ust change; com

petencies m
ust change; adm

in­
istrative policies m

ust change, organizational structure 
m

ust change; rew
ard system

s m
ust change. U

ltim
ately, 

the on
ly thing a com

pany should n
ot change over tim

e is its 
core ideology-

that is, if it w
ants to be a visionary 

com
pany. P

re
s
e

rv
e

 th
e

 C
o

re
/S

tim
u

la
te

 P
ro

g
re

s
s
 

The underlying dynam
ic of ''Preserve the core and 

stim
ulate progress" is the essence of a visionary com

pany. 
C

ore ideology in a visionary com
pany w

orks hand in hand 
w

ith a relentless drive for progress that im
pels change and 

forw
ard m

ovem
ent in all that is not part of the core 

ideology. The drive for progress arises from
 a deep 

hum
an urge -to expl_ore, to create, to discover, to achieve, 

to change, to im
prove. The drive for progress is not a 

sterile, intellectual recognition that "progress is healthy in 
a changing w

orld" or that "healthy organizations should 

change and im
prove" or that "w

e should have goals"; 
rather, it's a deep, inner, com

pulsive -alm
ost prim

al -
drive. It is the type of drive that led Sam

 W
alton to spend 

tim
e during the last precious few

 d
'.1- ys of his life discuss­

ing sales figures for the w
eek w

ith a local store m
anager 

w
ho dropped by his hospital room

 -a drive shared by J. 
W

illard M
arriott, w

ho lived by the m
otto "K

eep on being 
constructive, and doing constructive things, until it's tim

e 
to die ... m

ake every day count, to the very end." 
It is the drive that m

otivated C
iticorp to set the goal to 

becom
e the m

ost pervasive financi.a� institution in the 
w

orld w
hen it w

as still sm
all enough that such an auda<!­

ious goal w
ould seem

 ludicrous, if not foolhardy. It is the 
type of drive that led W

alt D
isney to bet its reputation on 

D
isneyland w

ith no m
arket data to indicate dem

and for 
such a w

ild dream
. It is the type of drive that im

pelled 
Ford to stake its future on the audacious goal "to dem

oc­
ratize the autom

obile" and thereby leave an indelible 
im

print on the w
orld. 

It is the type of drive that spurred M
otorola to live by 

the m
otto "Be in m

otion for m
otion's sake!" and propelled 

the com
pany from

 battery elim
inators and car radios to 

televisions, m
icroprocessors, cellular com

m
unications, 

satellites circling the earth, and pursuit of the daunting 
"six sigm

a" quality standard (only 3.4 defects per m
illion

). 
Robert G

alvin
 used the term

 "renew
al" to describe 

·· 

M
otorola's inner drive for progress: 

"R
en

ew
al is the driv

in
g
 thrust of tlzis com

pan
y. L

iterally 
the day after m

y father
fo11n

ded the com
pan

y to p
rodu

ce B
 

B
attery E

lim
in

ators in
 19

28, he had to co1n
m

e11ce the search for a 
replacem

en
t produ

ct becau
se the E

lim
in

ator ·w
as predictably

 
obsolete in 1930. H

e n
ever stopped ren

ew
in

g
. N

or have w
e ... 

O
n

ly those in
cu

ltu
red w

ith an
 elu

sive idea of ren
ew

al, w
h
ich

 
oblig

es a prolif
era

tion
 of n

ew
, creativ

e ideas ... an
d an

 
u

n
stin

tin
g
 dedication

 to com
m

ittin
g
 to the risk an

d prom
ise of 

those u
n

chartable ideas, w
ill thrive." 

It is the drive for .progress that pushed 3M
 to 

continually experim
ent and solve problem

s tl1at other 
com

panies had not yet even recognized as problem
s, 

resulting in such pervasive innovations as w
aterproof 

sandpaper, Scotch tape, and Post-it notes. It com
pelled 

Procter &
 G

am
ble to adopt profit-sharing and stock 

ow
nership program

s in the 1880s, long before such steps 
becam

e fashionable, and urged Sony to prove it possible to 
com

m
ercialize transistor-based products in the early 

1950s, w
hen no other cm

npanies had done so. It is the 
drive that led Boeing to undertake som

e of the boldest 
gam

bles in business history, including the decision to 
build the B-747 in spite of highly uncertain m

arket 
dem

and. 
Indeed, the drive for progress is never satisfied w

ith 
the status quo, even

 w
izen

 the statu
s qu

o is w
orkin

g
 w

ell. Like 
a persistent and incurable itch, the drive for progress in

 a 
highly visionary com

pany can never be satisfied under 
any conditions, even if the com

pany succeeds enorm
ously: 

"W
e can alw

ays do better; w
e can alw

ays go further; w
e 

can alw
ays find new

 possibilities." A
s H

enry Ford said, 
"You have got to keep doing and going." 
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L
ike core id

e ol ogy, the drive for p
rogress is an in

tern
al 

force. T he d
rive  for p

rogress d
oesn't  w

ait  for th e ext ernal 
w

o rld
 to say "It's tim

e to change" or "It's tim
e to im

prove" 
or "It's tim

e t o invent som
ethi ng ne w

."  N
o, like the dr ive  

insid
e  a gr ea t artist or prolific inventor, it is s im

ply there, 
pushin

g ou tw
ard and onw

ard . Y
ou don' t create D

isney­
land, bu

ild
 the  747, pursue  si x-sigm

a qualit y, inven t 3M
 

P
ost-it note s, institu

te em
p loyee  st ock ow

nership in the 
18 80s, or m

eet w
ith a store m

anager on
 your de at hb ed 

. be caus e the out side e nviron m
en t d

em
and

s it . These 
things arise ou

t of an
 in

n
er urge  f or progre ss. In a vision­

ar y com
pan y, the drive to go further, to d

o b ett er , to create 
new

 pos sibilities n
ee ds n

o  extern
al ju

st ificat ion
. 

Through t he  d
riv e for pr ogr ess, a hi ghly visionary 

com
pany displ ays a p ow

erfu l m
ix of s elf -confid

ence 
com

b ined
 w

ith self-criticism
. Se lf- confid

e nce  allow
s a 

visiona ry c om
pany t o set  au

d
aciou

s goals  and
 m

ake bold
 

an d
 d

a ring m
oves, som

etim
es flying  in

 the face of  ind
u

s­
try con ven tion al w

isd
om

 or s trateg ic pru
d

ence; it sim
ply 

never occurs  to a highly vision ary com
p

a ny that  it  can't 
beat the  od

d
s, achieve gre at thing s, a nd

 b ecom
e som

e­
th ing tru ly extraord

inary. Self-criticism
, on the other 

ha nd , pushes for s elf-in
d

u
c ed

 change and im
provem

ent 
before t he outsid

e w
orld

 i m
poses the need

 for change an d
 

im
provem

en t; a visionary com
pany t her eb y be com

es its 
ow

n harshest cr it ic. A
s s u

ch, the d
rive  f or pr ogre ss 

pu
shes from

 w
it hi n for  continua l change and  forw

ard 
m

ovem
ent in eve�ything that is not  par t of  the cor e 

id
eology. 

progr ess exi st together  in
 a visionar y c om

pany like yin
 

and yan
g of C

hinese d
ualistic p

hilosop
hy; each elem

ent 
enables, com

plem
.e nts, and

 rei nforces the other: 
• T

he core i d
eology enables progress by provi d

i ng a base  
of cont inuity arou

nd
 w

hich a visionary com
pany  can 

evolve, experim
ent, and change. By being clear about 

w
hat is core (and t h erefore relatively fixed

), a com
pany 

can m
ore easily seek variation an d m

ovem
ent in all that is 

not core.  
• T

he drive for progres s enables  the core id
eolog y, f or 

w
ithout continual change and forw

ard
 m

ovem
ent, the 

com
pany

-the  carr ier  of t he core -w
ill f all behin

d in an 
ever-changing  w

orld an d
 cease to b e strong, or perhaps 

even to exist . 
A

lthough the core  id
eology and d

r ive for progress 
usually tr ace  th eir roots t o specific ind

ivid
ual s, a highly 

visionary com
pany in

stih
ttion

alizes them
 -w

eaving them
 

into the v ery fabric of t he organ ization . T
hese elem

en ts d
o 

n ot  ex ist solel y as a pr evailing eth
os or "cu

ltu
re ."  A

 hi ghly 
visi onary com

pa ny d
oes not sitnply h

ave som
e  vagu

e set 
of intentions or pas sionate zeal around  core and pr ogress . 
T

o be  su
re , a hi ghly vision ary com

pany d
oe s ha ve  t he se, 

bu
t it also has c oncret e, tangible  m

echanism
s to preserve 

the core i deology an
d  to stim

u
/11te progress.  

W
alt D

isney d
id

n't leave its core  i d
eology up to 

chance; it  created  D
isney U

niversity and required
 e ve ry 

single em
ployee to attend

 "D
isne y T

r ad
i tions" sem

ina rs. 
H

ew
lett-P

ackard
 d

id
n't just talk abou

t the H
P W

ay; it 
instituted

 a religiou
s prom

ote-from
-w

ithin policy and  
translated  ·its philosophy into the categories use d f or 

em
ployee 

The 
interplay 
betw

een core 
a nd

 progress is 
one  of the m

ost  
im

p
ortant 

find
ings from

 
ou

r w
ork. In 

the spirit  of the 
"G

en iu
s of t he 

A
N

D
,"a 

visionary 
com

p any  d
oes 

not seek m
ere 

balance 
be tw

een core 
and

 p rogre ss; it  
seeks t o be both 
highly 
id

eological and 
highly 
progressi ve at 
the  sam

e tim
e,  

al l t he tim
e. 

Ind
eed

, core 
id

eology  and 
the d

rive for 

P
R

E
S

E
RV

E
 T

H
E

 C
O

R
E

 A
N

D
 S

T
IM

U
L

A
T

E
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R
O

G
R

E
S

S
 

review
s  and 

prom
otions, 

m
aking it 

near ly 
im

possib le  f or 
anyone to 
becom

e a 

C
o

r e Id
eo

l o
g

y
 

P
rovid

es con tinuity and  st ability. 

P
lants a relatively fixed stake in the 

groun d. 

Lim
its possibilities and

 directions fo r 
the com

pany (to those con si stent 
w

ith  the con tent of the id
eo logy) . 

H
as clear content ( "T

his is our core id
e -

ology and w
e w

ill not bre ach it") 

Installin g a core id
eolo gy is, by  its 

ve ry natu
re, a con

servat ive act. 

1
6

 

D
riv

e  fo
r  P

ro
g

re
ss 

U
rges continua l chan

ge (new
 

d
irections, new

 m
ethods 

n ew
 strategies and so on), 

Im
pels constant nw

ve111e11t (to w
ard

 
goals, im

p
rovem

.e nt , an 
envisioned form

 and  so on). 

E
xpan

d s the num
ber and

 var iety 
of possibilit es that the  com

pan y 
can consid

er.  

C
an b e content- free ("A

ny pr ogre ss 
i s good as lon g as it is co nsist ent  
w

it h ou
r  core ").  

E
xpr essing the d

rive for prog ress 
can l ead

 to  d
r am

atic, rad
ical 

and revolu
t ion

ary change.  

senior 
ex-ecu

tive 
w

ithou
t fitting 

ti ghtly into the 
H

P
W

ay. 
M

arriott  d
id

n't 
just talk abou

t 
its core valu

es; 
'it inst ituted

 
rigorous 
em

ployee 
screening 
m

ech anism
s, 

i..n
d

octr ina tion 
processes, an d

 
e labo rate 
cust om

er  
feed

back loop
s. 

N
o rd

strom
 

d
id

n't ju
st 

philosophize about fanatical custom
er  servi ce; it cr eated

 a 
c u

lt of servic e rein
forced

 by tangibl e rew
ard

s and
 

penalties -"N
ord

ies" w
ho serv e the cu

stom
er w

ell becom
e 

w
ell -paid

 heroes, and
 those w

ho t reat cu
stom

ers poorly 
get spit  right ou

t of the com
pany. 

M
ot orola d

id
n't ju

st  preach qu
ality; it  com

m
itted to  a 

d
au

nting six-sigm
a qu

ality g oal a nd pu
rsu

ed
 t he  Bald

rige 
Q

u
ality A

w
ar d

. G
eneral E lec tric d

id
n't ju

st pontificate 
abou

t the im
portance of  continu

ou
s technological 

in
novation in the early 1900s;  it created

 on e of t he  w
orld

's 
first ind

ustrial R
&

D
 labora tories.  Boeing d

id
n't ju

st dr eam
 

. abou
t be in g on the leadi ng edge of  aviation; it m

ade  bold , 
irreversible com

m
itm

e nts to aud
acious projects  like th e 

B oe ing 747, in
 w

hic h f ailur e cou
ld

 have l iterally killed
 the 

com
pany. P

roc ter &
 G

am
ble d

id
n' t ju

st think  self -im
posed 

progress  w
as a good

 idea; it install ed
 a str u

ctu
re  that 

pi tted P
&

G
 produ ct lines in  fierce com

pet it ion w
it h e ach 

ot he r, thu
s  u

sing institu
tion alized

 inte rnal com
petition as 

a p ow
erfu

l  m
echanism

 to stim
u

la te p rogr ess. 3M
 didn' t 

ju
st p

a y lip
 service to encouragem

ent of in
dividual 

in
itia tive and in

novation; it d
ecentra liz ed

, g ave 
researchers 1 5 percent of t heir tim

e to pu
rsu

e any p roject 

(V
aill: c on tin ued

 from
 p

age 6) 

b e agonizing. W
h

o is ri ght in the variou
s d

eb ate s that are 
sw

eeping throu
g h societal and organizational life? W

hen 
w

e d
id

n't  know
 of these debates or u

nd
erstand

 the 
argu

m
ents on

 va riou
s sid

es, perhaps it  w
as  easier -albeit 

m
ore naive -to think w

e und
erstood

 the m
e aning of our 

w
ork and

 our lives. N
ow

 w
e know

 the var iou
s points of 

vie w
 w

it h our hea d
s, bu

t at t he  level of f eeling, are  w
e 

m
or e sere ne? "H

ang id
eas," said J oseph C

on ra d
 (L

ord Jim
) 

in
 a m

em
orable cry of  a nguish. "They are tra m

ps, 
vagabond

s, knocking at the  back d
oor of you

r  m
ind

, ea ch 
taking  a little of  you

r su
bstan ce, eac h carrying aw

ay som
e 

cru
m

b of that  belief  in
 a few

 sim
ple notions you

 m
ust 

cling to if you
 w

ant to live d
ecently and

 w
ould

 like to d
ie 

easy." 
Finally, the horrors of the  tw

entieth centu
ry have 

u
n

qu
estionably contribu

ted
 to our loss of a se nse  of 

m
eaning. The horrors are not only in the w

ars, fam
ines, 

and
 holocaust s occu

rring on the m
acro scale but in the 

atrocities of d
aily li fe on

 ou
r stre ets and

 playground
s and

 
in

 ou
r  offices. D

rive-by m
urd

er is a horrifyin
g fact in 

itself , but it is al so a m
etaphor for the casu

al violence that 
is be ing d

on e to our li ves and sense o f m
eaning, no t o nly 

b y g u
ns bu

t b y layo ff sl ip s, vo ice  m
ail from

 the tr uant 
officer , and cancellati on noti ces from

 ou
r he alth in suran ce 

com
p anies. 
Th e objectiv e events that are  co ntribu

ting to o u
r  lo ss 

of a sense of m
e aning, d

ir ectio n, an d control  are not going 
to aQ ate.  I f anything, they w

ill prolifer at e and
 i nten sify. 

W
hat,  how

ever , of the  su
bjective sid

e ? W
ha t of our 

cap
acity t o restore and s ustain a sense of m

eaning in thes e 
new

 chaotic envi ro nm
ents? C

a n w
e ind

eed
 le ar n to 

"thrive on cha os,"  a s Tom
 P

eters su
ggests?  

of their likin
g, c reated

 an inte rnal ventu
re capital fu nd

, 
and

 inst it ut ed a ru
l e that 25 percent of each d

ivision's 
arn

1.u
al  sales shou

ld
 com

e from
 p

rod
ucts introd

u
ced

 in
 the 

pr evious five ye ars. 
T

angib le.  C
o ncre te. Speci fic .. Solid

. L
ook in

s id
e a 

visionary c om
pany and you'll see a ticking, bonging, 

hum
m

ing, bu
zzing , w

hirring , clicking, clat te ring clock. 
Y

ou
'll see tang ible m

an ifes tations  of its core id
eology an d

 
d

rive for progress  everyw
here. 

W
e'v e f oun d that  organizati ons often have great 

intentions and inspiring visions for them
selves, but they 

d
on't t ake the cru

cial st ep of translatin
g t heir inten tions 

into concrete ite m
s: E

ven w
orse, they of ten tolerate 

' 
organization characteris tics , strate gie s, and

 t actics that are 
m

isaligne d w
ith t heir ad

m
irab le intentions, w

hi ch creat es 
confusion and

 cyn icism
. The  gears an

d
 m

echanism
s of 

the ticking clock do not g rin d
 agains t each other bu

t rather 
w

ork in concert -in alignm
ent w

ith e ach other -to 
preserve the core and

 stim
ulate p

rogress. T
he bui lders of 

visionar y com
pan ies seek alignm

en t i n
 strate gies, in  

ta ctics, in organization  system
s, in structu

re, in incentive 
syst em

s, in
 bu

ild
in

g  layout, in job d
esign -in

 everyt hin
g . 

(H
and

y: C
ontiinued

 from
 P. age  14) 

The dang er,  of cour se , is  that t his 'cu
ltivation' becom

e s 
a reality only for the pr ivilege d

 few
 in t he  privileged

 
w

orld
 of the rich countries. W

e shall have to ta ke on board
 

the tru
th that you

 d
on't m

ake the p
oor rich

 by m
aking the 

rich richer and
 hop

ing tl1.at the riches  w
ill trickle d

ow
n, 

beca u
s e they d

on't. P
arad

oxica lly, it  w
orks the other w

a y 
r ound -you m

ake tl 1e r ich richer by m
aking  the poor rich, 

beca u
se then they have m

ore m
oney to spend

. To star t the 
cycle, how

ever , you
 fir st have to in vest in

 t he poor, 
enlarging t he ir capabilities, enh ancing their skills, 
und

erw
riting their initiatives. T

his  w
o.rks for t he w

orld  at  
large as w

ell as  for ind
ivid

u
al societies, a nd

 eve n for  
organizations, bu

t it alw
ays calls for short-term

 sacrifice 
b

y
 the rich i n the beginning. 

Sacrifices, how
ever, are on ly m

ad
e, volu

ntarily, for 
goals and id

eals w
e believe  in, and

 w
hen w

e have 
confidence in those w

ho m
ay lead

 u
s there. L ead

ership, 
therefore, becom

es m
o re im

portant than ever in th is new
 

w
orld

, and
 p

hilosop
hy, or th e search fo r the m

eani ng of 
th

in
gs, becom

es the  d
rivi ng force of econom

ics. 
I nd

ivid
ually, w

e shall each of  u
s be m

ore responsible for 
ou

r ow
n d

estin
y, w

ith no o rganizations· there t o run  ou
r  

lives for us, and
 that w

ill for ce u
s to b

e clear ab out ou r o w
n 

priorities in
 life. C

ircu
m

st an ce s w
ill, ther efore, m

ake 
phi losophers of u

s all. 
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O
ne afternoon I asked Joe Jaw

orski, "W
hat are the 

guiding principles, or the organizing principles, w
ith 

w
hich this book, Synchronicity is concerned?" A

lm
ost 

w
ithout hesitation, he responded by describing certain 

necessary shifts of m
ind and the consequences of these 

shifts. H
e acknow

ledged that this w
as all very new

 to him
 

and that these ideas should be treated as prelim
inary 

insights, initial glim
pses into a vast new

 territory. 
First, Joe said, w

e need to be open to fu
n

dam
en

tal shifts 
of m

in
d. W

e have very deep m
ental m

odels of how
 the 

w
orld w

orks, deeper than w
e can know

. To think that the 
w

orld can ever change w
ithout changes in our m

ental 
m

odels is folly. W
hen I asked Joe m

ore pecifically w
hat 

these changes m
ight be about, he said that it's abou

t a shif
t 

from
 seein

g a w
orld m

ade u
p of thin

gs to seein
g a w

orld that's 
open

 an
d prim

arily m
ade u

p
 of relation

ship
s, w

here w
hatever 

is m
anifest, w

hatever w
e see, touch, feel, taste, and hear, 

w
hatever seem

s m
ost real to us, is actually nonsubstantial. 

A
 deeper level of reality exists beyond anythin

g w
e can 

articulate. 
O

nce w
e understand this, w

e begin to see that the 
future is not fixed, that w

e live in
 a w

orld of p
ossibilities. A

nd 
yet alm

ost all of us carry around a deep sense of resigna­
tion. W

e're resigned to believing w
e can't have any 

• 
influence in the w

orld, at least not on a scale that m
atters. 

So w
e focus on the sm

all scale, w
here w

e think w
e can 

have an influence. W
e do our best w

ith our kids, or w
e 

w
ork on our relationships, or w

e focus on building a 
career. But deep dow

n, w
e're resigned to being absolutely 

pow
erless in the larger w

orld. Yet if w
e have a w

orld of 
people w

ho all feel pow
erless, w

e have a future that's 
predeterm

ined. So w
e live in hopelessness and helpless­

ness, a state of great despair. A
nd this despair is actually a 

product of how
 w

e think, a kind of self-fulfilling 
prophecy. 

For the m
ost part, this despair is undiscussable, 

especially am
ong successful people. W

e don't w
ant to talk 

about it, because w
e w

ant to m
aintain a facade of having 

our lives together. So w
e create all kinds of diversions. 

O
ur culture itself offers abundant diversions. It tells us 

that all w
e need to-w

orry about is how
 w

e look. W
ork out, 

get the body in shape, dress w
ell. Life is about appear­

ances. D
iversions also exist in the story w

e tell about the 
w

orld -that the w
orld is dom

inated by politics and self­
interest, for exam

ple. A
ll these diversions are sim

ply w
ays 

of covering up the deeper sense of despair arising from
 

our feeling that w
e can do nothing about the future. 

But w
hen w

e go through this shift of m
ind, w

e begin 
to realize that the sense of despair w

e've been feeling 
arises out of a fundam

entally naive view
 of the w

orld. In 
fact, absolutely everything around us is in continual 
m

otion. There's no!hin
g in nature that stays put. W

hen I 
look at the leaves on the tree, I am

 really seeing a flow
ing 

of life. Those leaves w
on't be on that tree in a couple of 

m
onths. A

t this very m
om

ent, they're changing. Before 
long, they'll be part of the soil. Before long, they'll be part 
of another tree. There's absolutely nothing in nature that 
stays put. 

O
ne of the great m

ysteries of our current state of 

consciousness is how
 w

e can live in a w
orld w

here 
absolutely nothing is fixed, and yet perceive a w

orld of 
"fixedness." But once w

e start to see reality m
ore as it is, 

w
e realize that nothing is perm

anent, so how
 could the 

future be fixed? H
ow

 could w
e live in anything but a 

w
orld of continual possibility? This real.ization allow

s us 
to feel m

ore alive. People like D
avid Bohm

 and the 
m

anagem
ent expert W

. Edw
ards D

em
ing had just such 

vitality. W
here did they get .it? Perhaps they had less of 

their consciousness tied up in m
ain

taining the illusion of 
fixity, so they had a little m

ore life left in them
 .. Because of 

how
 w

e think, w
e're strangling the life out of ourselves. 

W
hen w

e start to see the w
orld m

ore as it is, w
e stop 

strangling ourselves. 
That afternoon w

hen w
e talked, Joe said, "W

izen
 this 

fu
n

dam
en

tal shif
t of m

in
d occu

rs, 011 r sen
se of iden

tity shif
ts, 

too, and w
e begin

 to accep
t encl, other as legitim

.ate hw
n

an
 

bein
gs." I've only just now

 reached a point in m
y life w

here 
I can begin to appreciate w

hat it w
ould actually m

ean to 
accept one another as legitim

ate hum
an. bein

gs. Part of 
that ironclad grip on ourselves w

hich m
aintains the 

illusio� of fixity involves seeing our ow
n selves and each 

other as fixed. I don't see you; I see the stored-up im
ages, 

interpretations, feelings, doubts, distrusts, likes and 
dislikes that you evoke in m

e. W
hen w

e actually begin to 
accept one another as legitim

ate hum
an beings, it's truly 

am
azing. 
Perhaps this is w

hat love m
eans. V

irtually all the 
w

orld's religions have, in one w
ay or another, recognized 

the pow
er of love, this quality of seeing one another as 

legitim
ate hum

an beings. 
"Then," Joe said, "w

hen
 w

e start to accept this fu
n

da­
m

en
tal shif

t of m
in

d, w
e begin

 to see ou
rselves as part of the 

u
n

foldin
g. W

e also see that it's actu
ally im

possible for ou
r lives 

n
ot to have m

ean
in

g." The only w
ay I can experience m

y life 
as m

eaningless is to w
ork as hard as l possibly can to tell 

m
yself it has no m

eaning. A
t a deeper level of reality, m

y 
life can't help but have m

eaning, because everything is 
continually unfolding, and I am

 connected into that 
unfolding in w

ays that I can't even im
agin

e. It takes no 
effort of w

ill, no particular skill, no learning, no 
know

ledge. It is actually m
y birthright. It's w

hat it m
eans 

to be alive. Robert Frost said that hom
e is that place you 

shouldn't have to earn. W
e don't have to earn ·this type of 

m
eaningfulness in our lives. Jt is already present. 
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Joe said, "O
peratin

g ii� this differen
t state of m

in
d an

d 
bein

g, w
e com

e ton
 very dif

feren
t sen

se of
 w

hat it m
ean

s to be 
com

m
itted." In our traditional im

age of com
m

itm
ent, 

things get done by hard w
ork. W

e have to sacrifice. If 
everythin

g starts to fall apart, w
e try harder, or w

e tell 
ourselves that w

e're not good enough, or that w
e don't 

care enough to be that com
m

itted. So w
e vacillate betw

een 
tw

o states of being, one a form
 of self-m

anipulation, 
w

herein w
e get things done by telling ourselves that if w

e 
don't w

ork harder, it w
on't get done; and the other a state 

of guilt, w
herein w

e say w
e're not good enough. N

either 
of these states of being has anything to d

o w
ith the deeper 

nature of com
m

itm
ent. 

W
hen w

e operate in the state of m
ind in

 w
 hi.ch w

e 

realize w
e are part of the unfolding, w

e can't n
ot be 

com
m

itted. It's actually im
possible not to be com

m
itted. 

N
othing ever happens by accident. Every single thing is 

part of w
hat needs to happen right now

. W
e only m

ake 
the m

istakes that w
e have to m

ake to learn w
hat w

e're here 
to learn right now

. This is a com
m

itm
ent of being, not a 

com
m

itm
ent of doing. W

e discover that our being is 
inherently in a state of com

m
itm

ent as part of the 
unfoldin

g process. The only w
ay to be uncom

m
itted is to 

lose that realization, to once again fall into the illusion that 
w

e aren't participating in life. This discovery leads to a 
paradoxical in

tegrity of su
rren

der, surrendering in�q 
com

m
itm

ent: I actualize m
y com

m
itm

ent by listening, out 
of w

hich m
y "doing" arises. Som

etim
es the greatest acts of 

com
m

itm
ent involve doing nothing but sitting and 

w
aiting until I just know

 w
hat to do next. 

In m
ost of our organizations today, m

anagers w
ho 

adopt this attitude w
ould be considered nonm

anagers 
because they are not doing anything to fix problem

s. 
W

e're hooked on the notion that com
m

itm
ent and activity 

are inseparable. So w
e create a continual stream

 of 
activity, m

aking sure that everybody sees us doing lots of 
things so they'll believe w

e're actually com
m

itted. If w
e 

stay busy enough, m
aybe w

e'll even convince ourselves 
that our lives have som

e m
eaning, because everything is 

hopeless, and w
e're helpless, and w

e couldn't possibly 
affect anything anyhow

. 
O

ne of the interesting indicators of this paradoxical 
connection betw

een our sense of helplessness and our 
ceaseless activity is how

 m
uch difficulty w

e have actually 
saying, "You know

, I can't do anything about that." W
e 

often find that people in orgalllizations have to create a 
belief that they can m

ake change happen in order to justify 
their m

eaningless activity. So they're caught in an 
enorm

ous set of contradictions. A
t one level, they believe 

they can't influence anything. A
t another level, they create 

a story that says, "W
e can m

ake it happen," and they busy 
them

selves doing things that they know
 w

on't have any 
im

pact. It's like rats on a treadm
ill; they get tired after a 

w
hile. R

ecently a very successful m
anager told m

e that 
she had suddenly realized that all her life she had just been 
treading w

ater. W
e live in a contradictory state of frenzied 

com
m

itm
ent, of treading w

ater, know
ing w

e're actually 
not going any place. But w

e're terrified that if w
e stop, 

w
e'll drow

n. O
ur lives w

ill be m
eaningless. 

W
hen

 this n
ew

 type of com
m

itm
en

t starts to operate, there 
is a fl

ow
 arou

n
d u

s. 
T

hin
gs ju

st seem
 to happen

. W
e begin to 

see that w
ith very sm

all m
ovem

ents, at just the right tim
e 

and place, all sorts of consequent actions are brought into 
being. W

e develop w
hat artists refer to as an "econom

y of 
m

eans," w
here, rather than getting things done through 

effort and brute force, w
e start to operate very subtly. A

 
flow

 of m
eaning begins to operate around us, as if w

e w
ere 

part of a larger conversation. This is the ancient m
eaning 

of dialogue: (dia • logos) "flow
 of m

eaning." W
e start to 

notice that things suddenly are just attracted to us in w
ays 

that are very puzzling. A
 structure of underlying causes, a 

set of forces, begin
s to operate, as if w

e w
ere surrounded 

by a m
agnetic field w

ith m
agnets being aligned 

spontaneously in this field. But this alignm
ent is not 

spontaneous at all -it's just that the m
agnets are respond­

ing to a m
ore subtle level of causality. 

W
hen w

e started the M
IT C

enter for O
rganizational 

Learning a few
 years ago, a m

ost rem
arkable thing began 

to happen. People just started show
ing up. In one period 

of about tw
o or three m

onths, three incredible w
om

en 
show

ed up. I had m
et them

 eleven years before at a 
particular m

eeting, and I had begun
 to think about them

 
again because the w

ork they w
ere doing connected in 

im
portant w

ays to new
 developm

ents at the C
enter. But I 

didn't know
 how

 to reach any of them
, or even w

here they 
lived. W

ithin tw
o m

onths, each�
{ them

 had called ani 
said that she had learn

ed about w
hat w

e w
ere doing and 

w
anted to see how

 she could help. 
The causes for such incidents arc very hard for us to 

understand, but it appears that w
hen w

e start to operate in 
this new

 state of m
ind, grounded in this different 

com
m

itm
ent, som

ething starts to operate around us. You 
could call it "attraction" -the attractiveness of people in a 
state of surrender. 

Lastly, w
hell w

e are in
 a state of com

m
itm

en
t an

d 
su

rren
der, w

e begin
 to experien

ce w
hat is som

etim
es called 

"syn
chron

icity." In other w
ords, synchronicity is a result. 

It's im
portant to understand the underlying causes of 

synchronicity, because if w
e don't, w

e m
ight actually try to 

bring about synchronicity in the sam
e w

ay w
e try to 

control the rest of our lives. People tend to elevate 
synchronicity into a sort of m

agical, m
ystical experience. 

In fact, it's very dow
n to earth. W

ater flow
s dow

nhill 
because of gravity. O

f course, gravity itself is a pretty 
m

ysterious phenom
enon. It seem

s to be a type of field, as 
if all physical objects in the universe have som

e attraction 
for one another. But even though no one know

s exactly 
how

 gravity w
orks, w

e can observe the result: w
ater flow

s 
dow

nhill. W
e don't argue about the result because it is 

observable. That's m
uch the w

ay synchronicity seem
s to 

operate in this field of deep com
m

itm
ent. 

In the sam
e sense, this attractiveness, the field that 

starts to develop around people w
ho have experienced 

these shifts of m
ind, creates a phenom

enon that Joe calls 
predictable m

iracles. 
"M

iracle" is a funny w
ord because it 

connotes the unusual or m
ysterious. But in fact, w

hat is 
"m

iraculous" m
ight be just w

hat is beyond our current 
understanding and w

ay of living. 1£ w
e w

ere not m
aking 

such an im
m

ense effort to separate ourselves from
 life, w

e 
m

ight actually live life day to day, rninute to m
inute, as a 

series of predictable m
iracles. 
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W
h

e
n

 w
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e
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The dream

 that energizes a com
pany is often som

e­
thing m

ore sophisticated, and m
ore positive, than a sim

ple 
w

ar cry. The dream
 of British A

irw
ays, enunciated shortly 

after its privatization in early 1987, w
as to becom

e "The 
W

orld's Favourite A
irline." G

iven BA
's reputation for 

lackluster service (a bit of British understatem
ent, that) 

custom
ers could have been forgiven for regarding BA

's 
aspiration w

ith incredulity. Y
et by 1992, B

u
sin

ess T
raveler 

w
as rating BA

 as the best transatlantic airline, and num
ber 

tw
o w

orldw
ide only to Singapore A

irlines. If not "the" 
w

orld's favorite, BA
 had becom

e one of those very few
 air­

lines that people w
ould actually go out of their w

ay to fly. 
S

trateg
ic in

ten
t is our term

 for such an anim
ating 

dream
. Strategic intent is strategic architecture's capstone. 

A
 strategic architecture m

ay point the w
ay to the future, 

but it's an am
bitious and com

pelling strategic intent that 
provides the em

otional and intellectual energy for the 
journey. Strategic architecture is the brain; strategic intent 
is the heart. Strategic intent im

plies a significant stretch for 
the organization. C

urrent capabilities and resources are 
m

anifestly insufficient to the task. W
hereas the traditional 

view
 of strategy focuses on the "fit" betw

een existing 
resources and em

erging opportunities, strategic intent 
creates, by design, a substantial "m

isfit" betw
een resources 

and aspirations. 
A

s the distilled essence of a firm
's strategic archi­

tecture, strategic intent also im
plies a particular point of 

view
 about the long-term

 m
arket or com

petitive position 
that a firm

 hopes to build over the com
in

g decade or so. 
H

ence, it conveys a sen
se of direction

. A
 strategic intent is 

differentiated; it im
plies a com

petitively unique point of 
view

 about the future. It holds out to em
ployees the 

prom
ise of exploring new

 com
petitive territory. H

ence, it 
conveys a sen

se of discovery
. Strategic intent has an em

o­
tional edge to it; it is a goal that em

ployees perceive as 
inherently w

orthw
hile. H

ence, it im
plies a sen

se of destin
y. 

D
irection, discovery, and destiny. These are the attributes 

of strategic intent. A
 S

e
n

se
 o

f D
ire

ctio
n

 

A
sk a third-or fourth-level em

ployee in your 
com

pany, "W
here are w

e trying to get to as a com
pany?" 

O
ur experience has been that few

 em
ployees w

ill be able 
to articulate anything m

ore than vague ideals ("be m
arket­

led") or short-term
 operational goals ("im

prove profit­
ability," "low

er costs," or "achieve faster cycle tim
e"). In 

m
ost com

panies em
ployees don't share a sense of purpose 

above and beyond that of short-term
 unit perform

ance. 
Lackin

g a com
pelling sense of direction, few

 em
ployees 

feel a com
pelling sense of responsibility for com

peti­
tiveness. M

ost people w
on't go that extra m

ile unless they 
know

 w
here they ai:e heading. 

W
e've all heard, in one form

 or another, the fam
iliar 

m
iddle m

anagem
ent lam

ent: "W
e could be so m

uch m
ore 

successful if head office w
ould just butt out and let us get 

on w
ith the job." But the lam

ent has a chorus: "W
e could 

be so m
uch m

ore successful if only w
e had a clearer sense 

of direction. W
e just don't seem

 to have a clear idea of 
w

here w
e're trying to get to." 

H
ow

 can w
e m

ake sense of these seem
in

gly conflicting 
dem

ands? W
hat are m

id-level m
anagers really saying 

about top m
anagem

ent? W
e believe it's pretty sim

ple: 
M

ost com
panies are overm

anaged and underled. It is fair 
to say that in m

ost corporate headquarters, far m
ore effort 

goes into the exercise of control than into the provision of 
direction. W

hat unit m
anagers and their reports are 

rebellin
g against is the dead hand of corpora_te bureau­

cracy and the frustration of trying to m
ake choices in the 

absence of an overarching sense of purpose. 
A

 senior executive at N
issan rem

arked in 1992 that 
"G

M
 is a pow

erful com
pany, but they aren't clearly 

directing that pow
er. If som

e (em
ployees) turn left, and 

som
e turn right, a com

pany cannot m
ove forw

ard." N
ot 

that N
issan doesn't have its ow

n problem
s, but the point 

being m
ade w

as that although G
M

 w
as pow

erful in term
s 

of resources, its lack of a unifying sense of purpose m
eant 

that individual efforts w
ere unlikely to be cum

ulative. 
Lack of direction alm

ost ensures that units w
ill w

ork at 
cross-purposes, that priorities w

ill be set capriciously, and 
that consistency w

ill too often be sacrificed on the altar of 
expediency. N

o w
onder unit m

anagers are frustrated. 
Bureaucracy and its control over capital spending, 

fin
ancial rew

ards, planning, procedural guidelines, and 
organizational dest�n is supposed to prevent people from

 
turnin

g left and tip
ning right. It is supposed to be a 

system
 of checks and balances that prevents individuals 

from
 pursuing idiosyncratic and com

peting objectives. 
But w

ithout a point of view
 about corporate direction, 

bureaucracy is likely to be little m
ore than an enforcer of 

corporate orthodoxies. Individual and w1it freedom
 are 

circum
scribed by m

easures of financial viability that are 
agnostic w

ith respect to ends, and by the enforcem
ent of 

operating traditions that are blind to the possibility of 
profound industry change. In reality, the bureaucracy 
w

orks not so m
uch to keep people from

 turning left. or 
right, but to ensure that anyone w

ho tries to do so has to 
w

alk through m
olasses to get anyw

here. 
Bureaucracy blocks initiative and creativity at every 

turn. Bureaucracy constrains the range of available tactics, 
but generally leaves open the question of ultim

ate goals. 
H

ence, in m
any com

panies it is the m
eans that are 

constrain
ed rather than the ends. W

ith no particular point 
of view

 about long-term
 corporate direction, the·definition 

of "core" business changes every few
 years, acquisitions 

and divestm
ents are m

ade w
ith no logic other than short­

term
 financial expediency, and m

arket and product 
developm

ent efforts are often ham
strung by a lack of 

constancy. A
t the sam

e tim
e, orthodoxies about w

hich 
channels to use, the definition of the product concept, and 
w

here in the value chain to take profits constrain tactical 
freedom

. O
ften the com

bination of directional am
biguity 

and tactical orthodoxy poses a substantfal threat to future 
prosperity: "W

e don't know
 w

here w
e're going, but w

e're 
not going to stray from

 fam
iliar paths." 

Top m
anagem

ent has not been deaf to the pleas of 
m

id-level m
anagers and first-line em

ployees for m
ore 

freedom
. D

ecentralization is in vogue. "D
evolve, 

devolve" is chanted like a m
antra in corporate board-

20 

room
s. Bureaucracy bashing, delegation, and em

pow
er­

m
ent are strutting the catw

alks of m
anagerial fashion. It is 

right they should attract adm
irers. D

eleg
ation

 and em
pow

­
erm

en
t are not just buzzw

ords, they are desperately 
needed antidotes to the elitism

 that robs so m
any com

­
panies of so m

uch brain pow
er. Thus, corporate staff 

groups, the guardians of conform
ance, have had their 

num
bers slashed. C

orporate vice presidents have been 
told they're "coaches" and should leave the "playing" to 
unit m

anagers. A
uthority has been pushed dow

n, capital 
spendin

g lim
its have been raised, the num

ber of review
s 

cut, and the rituals of planning and capital allocatio� 
sim

plified. U
nit m

anagers have been told to behqve as if 
it's their business. 

A
lthough the principle of ceding responsibility for 

strategic decision m
aking to those closest to custom

ers and 
com

petitors is good m
edicine, like any other m

anagem
ent 

w
onder drug an overdose m

ay prove toxic. D
ism

antling 
bureaucracy w

ithout putting in its place a clear and com
­

pelling sense of direction is a recipe for chaos. Em
pow

er­
m

ent w
ithout direction is anarchy. 

Individual freedom
 and delegation often yield 

unexpected successes, but som
ething m

ore is needed if the 
goal is to position a com

pany for leadership in com
plex 

system
ic opportunities like interactive hom

e enter­
tainm

ent system
s (Tim

e W
arner's dream

), the develop­
m

ent of superjum
bo aircraft (w

here Boeing is attem
pting 

to take the lead in an international consortium
 of airfram

e 
m

anufacturers), or the developm
ent of an electrically 

pow
ered autom

obile (w
here Ford and G

M
 are collabor­

ating). These opportunities have 10-to 20-year tim
e 

fram
es and require the integratio

n of com
plex skills from

 
both w

ithin and w
ithout the firm

. Isolated and undirected 
entrepreneurial team

s are unlikely to m
ake m

uch of a dent 
in them

. 
Brow

nian m
ovem

ent generates little forw
ard 

progress. Better, w
e believe, is creativity in the service of a 

clearly prescribed strategic intent. C
reativity should be 

unbridled, but not uncorralled. Stategic intent is m
ore 

specific about ends than it is about m
eans. Strategic intent 

ensures consistency in direction. Because every vale and 
hillock cannot be anticipated, strategic intent m

ust be 
broad enough to leave considerable room

 for experim
enta­

tion in how
 to reach the destination. Strategic intent 

broadly constrains the "w
here," but not the "how

." 

S
e

n
se

 o
f D

isco
v

e
ry

 

There beats in every person the heart of an explorer. 
The joy of discovery m

ay be found in
 the pages of a new

 
cookbook, in a brochure of exotic vacations, in an 
architect's plans for a custom

-built hom
e, in the trek to a 

rem
ote trout stream

, in the first run dow
n a virgin­

pow
dered ski slope, or in the birth of a child. W

e are all 
seduced, to one degree or another, by the opportunity to 
explore the unfam

iliar. Thus, it's not surprising that w
hen 

a com
pany's m

ission is largely undifferentiated from
 that 

of its com
petitors, em

ployees m
y be less than inspired. 

R
ecently one of us m

ade a presentation to the top 15 

officers of a large m
ultinational com

pany. W
e show

ed 
them

 their com
pany's m

ission statem
ent. N

o one 
dem

urred; yes, that looked like their m
ission statem

ent. 
O

nly w
hat w

as there on the screen w
as �ct-ually the 

m
ission statem

ent of their m
ajor com

petitor! 
W

hat value is a m
ission statem

ent, w
e asked, if it is 

totally undifferentiated? W
hat chance does it offer to stake 

out a unique and defensible position in an already �ver­
crow

ded m
arket? In fact, if w

e took the m
ission state­

rn
2nts of 100 large industrial com

panies, m
ixed them

 up 
tonight w

hile everyone w
as asleep, and reassigned them

 
at random

, w
ould anyone w

ake up, t�nn
orrow

 m
orning 

and cry, "M
y gosh, w

here has our m
ission statem

eri.t 
gone?" 

W
hy should em

ployees care about a garden variety 
m

ission statem
ent? A

 strategic intent should offer 
em

ployees the' enticing spectacle of a new
 destination (as 

in Bell A
t.lantic's quest to bring a w

hole new
 range of i.nfor­

m
ation service to its subscribers), or at least new

 routes to 
w

ell-kn
ow

n destinations (as in Toyota's foray into the 
luxury car business). A

 S
e

n
se

 o
f D

e
stin

y
 

Strategic intent m
ust be a goal that com

m
ands the 

respect and allegiance of every em
ployee

. The destination 
m

ust not only be different, it m
ust also be w

orthw
hile. 

The intent of theA
pollo program

 w
as as com

petitively 
focused as K

om
atsu's drive against C

aterpillar, but it had a 
deep em

otional appeal as w
ell. In articulating the goal of 

reaching the m
oon before the end of the 1960s, John F. 

K
ennedy rem

inded A
m

ericans of their destiny to explore 
new

 frontiers. G
iven Japan's long linguistic and geograph­

ical isolation, the em
otional im

petus behind that country's 
efforts to develop a translating telephone capable of 
bridging language gaps has been no less forceful. By the 
end of 1992 Japanese com

panies, in parh1ership w
ith the 

governm
ent, had in

vested m
ore than $130 m

illion over 
seven years in this endeavor. 

Perhap one of the m
ost am

bitious, and em
otionally 

com
pelling strategic intents ever articulated w

as C
hrist's 

com
m

and to his tiny and im
poverished band of follow

ers 
to "G

o into all the w
orld and preach the gospel." W

hile 
few

 corporate intents are likely to invoke such lofty ideals, 
w

e believe that any strategic intent m
ust contain pathos 

and passion. Too m
any m

ission statem
ents fail entirely to 

im
part any sense of m

ission
. For this reason w

e prefer 
goals that are focused on m

aking a real 1ifference in the 
lives of custom

ers. A
pple's quest to develop truly user­

friendly com
puters is one exam

ple. U
ndoubtedly, m

any 
of those w

ho w
orked so feverishly first to bring the Lisa 

and then the M
acintosh to m

arket w
ill look back on those 

endeavors as the m
ost rew

arding years of their profes­
sional lives. 

In this sense, strategic intent is as m
uch about the 

creation of m
eaning for em

ployees as it is about the 
establishm

ent of direction. W
e often ask m

anagers, if w
e 

fast forw
ard 10 or 15 years, w

hat collective accom
plish­

m
ent w

ould you like to point to as evidence that the last 15 
21 



years of your w
orking life w

ere the m
ost exciting, rew

ard­
ing, and purposeful of your entire career? In other w

ords, 
w

hat is the legacy you w
ant to leave behind? W

e believe 
that every em

ployee has the right to feel that he or she is 
contributing to the building of a legacy -som

ething of 
value that is bigger and m

ore lasting than anything that 
one could accom

plish on one's ow
n. M

any com
panies are 

beginning to realize that all their em
ployees have brains. 

H
ow

 m
any com

panies, w
e w

onder, understand that their 
em

ployees have hearts as w
ell?. W

hen queried as to his 
job, a journeym

an stonem
ason at w

ork on St. Paul's in 
London replied, "I build cathedrals." H

ow
 m

any 
corporate stonem

asons today feel they are building 
cathedrals, w

e w
onder? 

A
 few

 years ago one of us w
as advising the senior 

m
anagem

ent team
 of a U

.S. electronics m
anufacturer and 

visited its m
anufacturing facility "deep in the heart of 

Texas." C
oincidin

g w
ith a shift change, the visit provided 

an opportunity to chat w
ith em

ployees about their jobs 
and their com

pany. W
e asked a group of about 30 

em
ployees w

ho they thought w
ere their m

ajor com
peti­

tors. Surprisingly, very few
 could nam

e their m
ajor global 

com
petitor in their particular product line. The question, 

in w
hat respects are you m

ore or less com
petitive than this 

rival, drew
 a com

plete blank. These reactions provided an 
excuse to share w

ith these first-line em
ployees the sam

e 
com

petitive data (m
arket share, grow

th, cost, innovation, 
productivity, and so forth) that had recently been the 
subject of discussion w

ith senior m
anagem

ent. The 
consequences of failing to rem

ain com
petitive w

ere also 
discussed, in term

s of the disadvantage their custom
ers 

w
ould face if they w

ere forced to buy the sam
e com

pon­
enls from

 m
ore vertically integrated Japanese supplier/ 

com
petitors. A

t the end of our discussion an outsized and 
gruff-looking em

ployee rem
arked, in a very quiet voice, 

that: I h
ave w

orked here for eig
ht years. 

T
he p

ressu
re for yield 

im
p
ro

vem
en

t, qu
ality im

p
rovem

en
t, cost im

p
rovem

en
t n

ever 
g
oes aw

ay
. 

B
u

t I n
ever had an

y sen
se of bein

g p
art of a w

orld­
w

ide team
, fig

htin
g a w

orldw
ide w

ar. A
n

d I n
ever really 

u
n

derstood the con
sequ

en
ces of w

in
n
in

g or losin
g
. 

T
his w

as sad to hear. T
his group of em

ployees had 
been continually exhorted to do better, try harder, run 
faster, and kick m

ore goals, yet there w
as no scoreboard 

that m
eant som

ething to them
. People just don't get 

interested in the gam
e if there's no scoreboard. A

nd the 
scoreboard of top m

anagem
ent -shareholder returns -is 

likely to exert very little em
otional pull on an em

ployee 
several levels rem

oved from
 the person defending him

self 
or herself in front of shareholders. 

M
ost hum

an resource m
anagers can tell you if 

em
ployees are satisfied. In m

any com
panies, som

e form
 of 

a happiness index is used to m
easure em

ployee satisfac­
tion w

ith pay and conditions. But strategic intent aim
s to 

create em
ployee excitem

ent, not just em
ployee satisfac­

tion. The m
ore excited a w

orker is, the less are rem
uner­

ation and hygiene the sole barom
eters of contentm

ent. In 
high-dram

a, high-purpose organizations like D
ata 

G
eneral in the early years, described in T

h
e S

ou
l of a N

ew
 

M
achin

e, excitem
ent often runs roughshod over satisfac­

tion. Bosses w
ho im

pose im
possible deadlines, 80-hour 

w
orkw

eeks, and m
inim

alist creature com
forts m

ay be 
w

illingly accom
m

odated in the quest for greatness. 
The responsibility of an em

ployee .to w
ork diligently 

for the success of the firm
, the cornerstone of a contract of 

em
ploym

ent, has a counterpart. It is senior m
anagem

ent's 
responsibility to im

bue that w
ork w

ith a higher purpose 
than a paycheck. The appeal to em

otion as w
ell as intellect 

m
ust be based on m

ore than the prospect of personal 
financial gain. It is im

possible to create a financial rew
ard 

system
 so finely tuned that the single-m

inded pursuit of 
personal gain w

ill not, in the longer run, dilute firm
 

success. In the absence of an overarching strategic intent, 
the establishm

ent of profit-center accountability for every 
unit and perform

ance-linked com
pensation for every 

em
ployee m

ay have significant and unexpected toxic side 
effects: interunit com

petition that fails to recognize the 
rew

ards of cooperation; fruitless debates about revenue 
sharing, transfer pricing, and allocation of overheads; and 
too m

uch of a preference for the quick and the expedient. 
A

n em
otionally com

pelling and broadly shared intent is a 
counterw

eight to these tendencies. 
A

 goal sim
ply to be the biggest or to reach a certain 

size is also. unlikely to capture the im
agination of 

em
ployees. Becom

ing a $25 billion com
pany or, as it w

as 
in the case of IBM

, a $100 billion com
pany is not a strategic 

intent for it im
plies no particular direction. The pursuit of 

grow
th for grow

th's sake is likely to end in, for exam
ple, 

unrelated acquisitions that don't pan out, costly share 
gains in inherently unattractive m

arkets, or overspending 
on R

&
D

 in a business that is in perm
anent decline. W

hile 
the quest for grow

th is in
trinsic to alm

ost any strategic 
intent, the real em

otional um
plz com

es w
hen a com

pany 
can articulate w

hat it is grow
ing tow

ard. C
reating new

 
com

petitive space, taking on the best and w
inning, or 

delivering totally unexpected benefits to custom
ers all 

have a deeper appeal than sim
ply hitting som

e num
erical 

m
ilestone. It is, perhaps, a tautology, but only 

extraordinary goals provoke extraordinary efforts. 

S
tra

te
g

ic in
te

n
t m

u
st b

e
 a

 g
o

a
l th

a
t 

co
m

m
a

n
d

s th
e

 re
sp

e
ct a

n
d

 a
lle

g
ia

n
ce

 o
f 

e
v

e
ry

 e
m

p
lo

y
e

e
. T

h
e

 d
e

stin
a

tio
n

 m
u

st 
n

o
t o

n
ly

 b
e

 d
iffe

re
n

t, it m
u

st a
lso

 b
e

 

w
o

rth
w

h
ile

. 
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This is a m
ethod that is interactive and can enable a group to sort out lots of environm

ental factors that are affecting 
their situation or organization in a short tim

e. This can be used as a prelim
inary exercise to a m

ore detailed planning 
process or as a w

ay to focus on key arenas of change that need attention. It is m
ost helpful to have a vab

ety of 
perspectives "around the table" so that a com

prehensive view
 of the environm

ent can be accessed. 
T

his m
ethod is based on the observation that change often appears to have a w

ave-like character. Forces of change 
or early experim

entations are often overlooked by m
ost people w

ho are operating w
ith a set of ui1questioned 

assum
ptions due to their acceptance of C!Onventional w

isdom
. In the U

nited States, for exam
ple, m

any consum
er trends 

are first seen in C
aliforn

ia. The open environm
ent of this state often has led the nation in estabishing new

 patterns of
behavior such as the role of consum

er concern w
ith the environm

ent. A
lso, due to its diverse population, there are

m
any cultural influences that later becom

e "m
ainstream

" for foe rest of the country. 
In business, "edges" or boundary ideas are m

any tim
es located in sm

all com
panies long before the large 

m
ultinational firm

s take them
 as standard practices. Tom

 P
eters often finds his radical recom

m
endations being 

practiced in sm
all com

panies throughout the w
orld.'Perhaps m

ore im
portant are finding those id_-eas �nd trends in one 

part of society that w
ill affect other, disrelated,,

 parts of society. For exam
ple, the grow

th of tw
o incom

e fam
ilies has 

raised the need for com
panies to exam

ine polices of parental leave for m
aternity for both parents or the establishm

ent of 
day care facilities on-site. A

nother exam
ple is the trends in health care have shifted com

pany health benefits tow
ards 

prevention rather than just cost coverage. 

T
h

e M
e
th

o
d

 

l. Start the session w
ith a context of how

 change..occurs in a w
ave-like patten1. G

ive several exam
ples of your ow

n 
from

 a variety of fields. (A
lvin Toffler's Future Shock and The Third W

ave can provide som
e good im

ages and stories.) 
A

sk the group to give their ow
n exam

ples. 
2. D

raw
 a board im

age of an extendeq. w
ave and divide it into four parts. O

n the left are B
o

u
n

d
a
ry

 Id
e
a
s, follow

ed 
by E

m
e
rg

in
g

 T
re

n
d

s, then at the top of the w
ave are E

sta
b

lish
e
d

 N
o

rm
s and finally on the right are D

y
in

g
 P

ra
ctice

s. 
3. H

ave the group brainstorm
 dim

ensions of the w
ave as they presently see it, listing their suggestions under the 

appropriate part of the w
ave. Tw

o im
portant facilitation tips. It is often helpful to list specific ideas, events or exam

ples 
rather than having the group try and list trends im

m
ediately. O

ften trends can only be seen from
 the relationship 

betw
een events. Secondly, try and list ideas and exam

ples from
 areas that are not directly related to the focus area. 

"W
hat is going on in other parts of society that could affect our future in this (the focus topic) area?" M

ake lines and 
arrow

s to connect different ideas and to show
 relationships. 

4. H
ave participants indica,te those that are m

ost relevant to the future discussion and w
ork of the group and note 

them
 w

ith a star. A
sk w

hich are m
ost pow

erful, need furthur exploration or capture their im
agination. 

5. T
ransfer these noted item

s to a flipchart and have a brief discussion on w
hat the im

plications are for our 
organization. Be sure you are covering both threats and opportunities. 

B
O

U
N

D
A

R
Y

 ID
E

A
S

 

• N
ew

 H
orizons 

• "Bleeding edge" 

• Em
erging generation 

• Ideas not in "good 
currency" 

• R
adical ideas 

E
M

E
R

G
IN

G
 T

R
E

N
D

S
 

• Idea w
hose tim

e has 
com

e 

• Experim
ental ideas 

• G
etting som

e resource 
support and backing 

• G
aining m

om
entum

 

• Practice gaining 
popularity 

2
3
 

N
orm

s 

E
S

T
A

B
L

IS
H

E
D

 N
O

R
M

S
 

• Statusquo 

• "T
ried and true" 

• Ideas in "good 
currency" 

• H
ard to dislodge 

• Standard operating 
procedures 

• W
hat's "In" 

D
ying Practices 

D
Y

IN
G

 P
R

A
C

T
IC

E
S

 

• Ideas w
hose tim

e has 
gone 

• N
o longer relevant 

• O
utdated w

ay 

• W
hat's "O

ut" 
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