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JOURNAL OVERVIEW

Someone once remarked that "The future sure ain't
whatit used tobe!" This is certainly a truth that almost
m/\mﬂvxozm can witness to. For many v\mwﬂm now we have
seen events that havesignificantly altered history, few of
which were considered in any conventional scenario of
the future. The fall of the Berlin wall and the resultant
collapse of the communistblock, the Tokyo gas attack and
outbreaks of Ebola virus are but a few examples of events
thathave altered our world view forever.

Butitisn't justlarge "CNN Breaking News" type of
events that are reshaping our lives every day. One only
has to read any newspaper today to see thatnot only don't
we control the future, but that events happening
anywhere in the world have a way of affecting more and
more of us all.

We livein a time that defies easy categorization.
Alvin Toffler gave the world the metaphor of the "third
wave" to denote the emergence of the information age
supplanting the industrialage. Certainly technology is
more and more determining the shape of our lives and our
lifestyles. Here in India, we see every day the invasion of
high-tech materials, machines and products. Cellular
phones and bullock carts exist side by side. Thirty TV
channels give millions of Indians images of NBA
basketball, soap operas, MTV and the natural world of the
Discovery channel. It is certainly an amazing time for us
all.

Butit is more than information that is altering us
daily. Global travelis available to more and more people.
Vast numbers of Indians travel to the Middle East to work
inbusinesses and homes. Immigration and refugees are
altering our population patterns and introducing stress
into the social fabric of almost every country. Long
standing cultural values are being affected and backlash
reactions are commonplace such as the recent objections
to the increase of Asiansin Australia. Local communities
are stopping multinational plant locations as has
happened to Dupont in Goa, a plant that had been
planned for years.

All organisations today arc faced with this relentless
incursion of the future. This is especially true of the
business comunity. A few years ago, whenlarge,
centralized planning cells fell from favor due to their
inability to chart out sure paths for companies to follow,
theemphasis shifted tolocal solutions and the increase of
information flow on markets and competition to keep one
step ahead of others. Unfortunatly staying one step ahead
when there is an unknown abyss ahead is not very
comforting.

There are clouds on the horizon of the bright
technological world that is painted. Those who are busy
inventing and deploying the high-tech world to all of us
are not aware of the consequences of their actions. One
onlyhas to look at the disasterous consequences on rice
production when certain new strains were introduced in
Asiaa few yearsago. They succumbed tonew diseases
thatresisted conventional chemical treatment. Farmers
became over dependent on chemical solutions, causing
many other problems. Genetic engineering promises
huge dividends, but who knows the unexpected
consequences, and more importantly, who will pay?

Decisions made on local motivations are introducing.
factors that are not only not predictable, but are often
creating problems larger than they solved. High-tech
fishing has endangered what once was considered
inexhaustable fish supplies. Prawn cultivation is
posioning ground water and altering delicate ecological
balances forever.

We live in a time when global ethical issues are
confronting business on an unprecedented scale. How

does a company judge its actions and decisions? What
rule or criteria guides them in their relentless invention of
our common future? Unfortunately, few corporations
spend any time wrestling with these questions. Financial
paybacks to the local system that introduces these future-
shaping events are the principle guidelines. Growth and
global impact are the incentives and besides, the emerging
problems offer new opportunities for technological
solutions.

Although this may sound a bit cynical, it is true that
many of the growth industries today are in areas of
problems created by yesterday's lack of foresight. Around
and around we go, ever onward to a tomorrow that few
have chosen and yetall have tolive in. Itis a dilemma that
needs more forums for«discusion and mechanisms for
local-global polity. Italso needs a new ethical and moral
enlightment within our corporations.

This Issue

This issue has been one of the most enjoyable and yet
difficult ones to produce. There is a wealth of books and
articles on the topic of the future and it is not possible to
do justice to all of the fine writing that is being done.
Every week thereappearsa new book on this topic and it
is not possible to cover all of the implications in one issue.
Perhaps we will revisit this topic again soon. I would
appreciate the reader's feedback on this topic, especially
any original thoughts and writing you may have done.

Thave called this issue of the Image Journal "White
Water and White Space”. White water is a term that comes
from the unpredictable turbulance of rapidly running
river water. Itis caused by hidden rocks and currents that
make navigation such a challenge. It also denotesa bit of
the adventure that is in store for those confronting a
constantly shifting global market and "hidden"
competition that can pop up at any time.

White space is a term that is used to describe the
unknown areas of converging technologies. Today, the
merging of computers, telecommunications and micro-
electronics is producing huge new areas of opportunities
for exploration and conunercialisation. Companies are
scrambling to link up with others who may have a
technology that can produce a synergy. Giants, like IBM
and AT&T are being assaulted by smaller, rapidly moving
companies all over the world. A new reality has emerged
thathas companies working together in one field and
competing in another. It is a strange world.

The symbol for this issue comes from the cover of a
book by Ian Morrison, The Second Curve. Managing the
Velocity of Change, Nicholas Brealey, London, 1996 and is
featured as the third article in this issue. It depicts two
curves, one descending that represents the dying of one's
current position and the emergence of asecond curve
which is that which may be the future for the organisation.
The dilemma is not only discerning how and when to
move to the second curve, but how does one know if the
second curve is real. Working with thesecond curve
means understanding paradox, living with conflicting
goalsand technologies and getting comfortable with new
rules and new business methods. The author is the
president of the Institute for the Future and has researched
the emergence of second curves in business, individuals
and society. The part of the book we are featuring is called
The Second Curve.

The first article is from the book Learning as a Way of
Being, by Peter Vaill, Jossey-Bass, San Francisco, 1996. He
introduces the book by referring to our present learning
and living environment as one of Permanant White
Water. He calls for continual learning as necessary when
we are faced with contingencies, complex situations and
interdependent systems. He points out in hisbook that
traditional teaching-learning environments are not
equipped to impart the skills needed for this new world.
Although the book is focused mostly on the traditional
college and post-graduate education scenario, it describes
the situation all of us face in learning to live in
organisations that haveto constantly learnto survive.

Perhaps the best book I have read on organisations
and their struggle to recreate themselves in the face of this
technologically driven world is Competing for the Future
by Gary Hamel and C.K. Prahalad, HBS Press, 1994. This
book has become a "must read" for business people today.
Thebook covers a large number of topics, but its thesis is
that today's companies are spending their precious
executive time focusing on making improvements on
today's operations and are not equipped to think
creatively about tomorrow's world.

The authors emphasize that tomorrow's companies
will be those who organise their strategies around core
competencies and work on today what will be required 10-
20 years in the future. Today, senior managers are
occupied with restructuring and reengineering. Although
these are producing short term financial benefits, it is at
the expense of much more important work of the future.

We are reprinting two sections from the book. The
first is called Towards the Future in which they lay out
their vision for a new sense of strategy for business
organisations. They outline the new fields of competitive
strategies that move beyond such present terms as market
share, business units and stand-alone approaches. "

The second article is called Strategic Intent. In
building strategy around core competencies, companies
need tocommunicate them in terms that are profoundly
motivating to allemployees and stake holders. They need
to give a sense of direction, a feel of discovery and point to
adestiny forthe organisations. Only in this way will the
strategy convey a sense of meaning for everyone and
release the creative drive of employees. Too often this
greater purpose ismissing from the lives of those who at
lower levelsare urged tomake improvements in the
present operations.

Our next article is an essay by Charles Handy from
Beyond Creativity, Random House, London, 1995, called
Clouds on the Horizon. Handy challenges us to take a
second look at some of the promises we are being given by
those who are creating our new world.

James Collins and Jerry Porras in their book Built to
Last, Century Ltd. London, 1995, build a case for long
lasting and successful companies, based on their extensive
research into US corporations. Their thesis is that these
companies all have a core ideology of values and purpose
that guides theirstrategicand operational decisions. They
also have a dynamicinteraction between this core
ideology and their Drive for Progress.

One of the bestbooks I have read in many years is
Synchronicity, the Inner Path of Leadership, by Joseph
Jaworski, Berrett-Koehler, San Francisco, 1996. Itisan
inspiring book about what it means to follow one's
dreams. Peter Senge wrote the introduction which we are
reprinting called Shifts of Mind.

Finally we are including a method for getting a group
to determine what the critical change factors are ina
chosen focus area. The "Wave" Method is shared with us
by Mirja Hanson, an ICA colleague from Minneapolis.

Jack Gilles
Editor

The future is blowing wildly in
our faces,

Sometimes brightening the air

And sometimes blinding us.

William Irwin Thompson




PERMANENT WHITE WATER - Peter B.

The metaphor of permanent white water asserts that
the model of a smooth-running macrosystem and com-
ponent parts is intrinsically invalid. The systen is not a
clock of mechanically engineered parts. The design specific-
ations for how the macrosystem should run cannot take
account of all the changes being introduced into it by
people inside and outside. The actual operating macro-
system is a joint product of its rational design specific-
ations and the emergent changes, intended and unin-
tended, that occur during system operation. In particular,
the operating macrosystent is profoundly affected by the quality
of human will and judgment that is concurrently present
throughout the system. The design specifications pertain to
initial conditions; they cannot predict how the pervasive
exercise of human will and judgment will modify the
system. Just think of the kinds of changes in the air
transport macrosystem that even the most casual traveler
willhave noted: new airports, new concourses, new air
traffic control systems, new ticketing and baggage-
handling arrangements, new security systems, new
approaches to boarding planes, new approaches to
feeding passengers and providing for their safety aloft,
and of course, new planes themselves. There are
innumerable changes inaddition that are invisible to the
travelerbut acutely real for those who have tolearn to
operatethesystems that contain them. The traveler, too, is
constantly experimenting: for example, with different
itineraries and schedules, different kinds of luggage, and
different routes to and from the airport.

Some of these changes are official, meaning that they
go through a careful design review process and are
incorporated at least somewhat planfully into the system
(although designs and plansare no guarantee thatchanges
will notcreate major disturbances). Butjustas many
changes are informal - shortcuts, innovations, Band-Aids
of one sort or another that individuals and groups apply to
the system flow to solvethelocal problems they exper-
ience. These spontaneous innovations create a lot of
unanticipated permanent white water for others upstream
or downstream in the system. Valuable innovations are
thepositive result of this age of individual "empower-
ment" that we live in, but the cost is likely to be continuing
system disturbances owing to members' nonstop
tinkering. However, because the tinkering can be seen as
members' way to cope with the stresses and contradictions
they experience in the system's operation, we have to
permit as much local innovation as we can. For if
members and users of thesystem do not dowellin coping
withstressand change, the macrosystem (dependent of
their willand judgment) will degrade, even to the point of
collapse.

Faced with these conditions, it is understandable that
some systems designers should introduce more controls
oninnovation, more reports to fill out, and more
committees to clear before a modification canbe adopted.
Their impulse to control works againstinnovation at the
operational level, of course, and is experienced by those
with theirhands on the equipment as a proliferation of red
tape;in effect, an increase in the permanent white water.

Thus, at any moment, the system is drawing out of both its
operators and its nominal designers/ controllers behavior
thatincreases the complexity and fragility of the system,
and just as importantly, frays people's nerves and
punishes their efforts to make the system run smoothly.

Another strategy system designersand controllers use
to defend against degradation is to remove the human
componentby automating the system. This, however, can
neverbe more thanalocaland sharply circumscribed
solution. There will always be a larger sociotechnical
macrosystem containing the automated component, and
in this larger system, human will and judgment will
continue to be decisive. We cannot escape the conse-
quences of human suffering and ineptitude in the
permanent white water of our systems.

This is not a book that is primarily about the theory of
these turbulent macrosystems per se or about how systems
designers can design them to run more smoothly. Rather,
Idirectour focus toward the feel of these systems to those
wholive in them, work in them, and use them and toward
the kinds of demands they place on mind, body, and spirit.
An underlying assumption of this approach is that the
theory of these systems, interesting and powerful as it is,
does not replace on-the-spot wisdom, creativity, and
steadiness when things are going wrong at a particular
moment,and white water is splashing in all directions.
(Some readers may be reminded of chaos theory at this
point. Chaos theory and permanent white water concern
thesame phenomena, but the descriptions and
explanations in chaos theory are about the white water
itself, not about the feelings and reactions of those who are
experiencing itdirectly. Chaos theory may eventually
produce guides toaction for social systems, but it has not
yetdone so in detail.)

This is not the place for an extended digression on the
possibility that a scientific understanding of social systems
cannotsuccessfully replace human common sense and a
form of human consciousness that when it acts in such
systems transcends science. Rather, I will simply observe
that so far, systems science has not rescued leaders and
managers from needing the ability to "3and-Aid,"
"muddle through," "learnas we go along,” "fly by the seat
of our pants,” and "keep our fingers crossed." So, as a
practical matter, I take survivalin permanent white water
to be, for the foreseeable future, less a matter of applied
science and more a matter of some other kinds of
consciousness and skill. One way of viewing this is as a
reflection on that consciousness and skill.

The Characteristics of Permanent White Water

There are five intertwining characteristics of what I
have been calling permanent white water that taken
together capture the feel of permanent white water
conditions.

1. Permanent white water conditions are full of sur-
prises. Thisis perhaps the most obvious characteristic of
permanent white water conditions - the continual
occurrence of problems that are not expected, problems
that are not "supposed" to happen. The original Saturn

car, a brand new automobile that was the object of
possibly more thought and investment of resources and
state-of-the-art management thinking than any other
project in the history of the automotive industry, was not
supposed to be the immediate object of a recall. Not that
recalls are unimaginable or that we are paralyzed when
the need for one occurs; no. Recallsjust are not supposed
to happen when that much care has been devoted to a car's
design and production. This does not mean that a recall
won't exist somewhere on some systems designer's chart
of all possible outcomes. Rather, it means that all those
involved in the design, manufacture, distribution, and
ultimate use of the car are not expecting a recall to be
necessary. Itis not intheirplans,and when it occurs, their
actions in response are sometimes guided by a back-up
plan, butjust a often, their response is a matter of ad hoc
invention. The examples of such surprises are endless,
whether in manufacturing and distribution, in the
unexpected behavior of economic factors, in the surprising
things customers or employees can do, or insuch acts of
God as the 1991 volcanic eruption in the Philippines.
Surprises need not be negative or disastrous either in
order to be extremely taxing to those involved; witness the
stresses placed on such companies as Apple Computer,
Nike, and Coleco by the explosive growth in sales of the
original personal computers, athletic shoes during the
jogging boom, and Cabbage Patch dolls.

2. Complexsystems tend to producenovel prob-
lems. This second characteristic of permanentwhite water
condition usually occurs along with the first one of sur-
prise. Novel problems are those that are not only not
anticipated but also not even imégined by those concerned
with the system. Every executive can tell these stories;
some are horrifying, like the ones about the nature and
consequences of the AIDS epidemic, but just as many are
amusing, like the one about the word "naval” spelled with
an "e" on the 1590 graduation diplomas at the U.S. Naval
Academy or (as was reported to me by an executive in the
highly competitive long-distance telephone industry) the
one about the miles of fiber optic cable laid in the West
rendered useless after gophers unexpectedly developed a
taste for cable insulation. We might hypothesize that the
large macrosystems of modern society, with their
innumerable delicate interdependencies and closely
calibrated operating specifications, are actually novelty
generators, that itis in their nature to throw up problems no
one has seen before or even imagined. The feeling of
novelty is captured in comments we have all heard dozens
of times from executives in modern organizations: "It's a
whole new ball game." "It's business as unusual
is any rule book at all, we're writing it as we go.

3. Permanent white water conditions feature events
that are "messy" and ill-structured. These events do not
present themselves in neat packages that can easily be
delegated or farmed out to a consultant. An unexpected
lawsuit, for example, has ramifications in all directions,
affecting a wide range of loosely related policies and
practices in an organization. Dealing with the meaning
and consequences of such an event, then, involves people

in a wide range of operations, operations that have their
own imperatives and contingencies and that may be
simultaneously feeling the effects of other white water
events. "Everything's connected to everything else," is an
intellectually luxurious insight when made outside such
systems but a minefield for those who are trying to resolve
somethingin particular within a system. One reason
"systems thinking" is such a difficult mentality to acquire
is that we often do not want everything to be connected to
everythingelse. Wewantrelatively simple cause-effect
chains so that we can "take action" that will "get results."

4. White water events are often extremely costly.
They may be expensivein terms of dollars or in terms of
some other scarce resource in the system. An Exxon Valdez
oil spill costs hundreds of millions of dollars out of pocket
and the same amount in man-hours devoted to the
problem, and that is before any reparation are paid to
injured parties. The cost of misreading of what the public
wants a soft drink to taste like (as happened to Coca-Cola)
or the cost of responding responsibly to a product
poisoning crisis (as happened to Johnson & Johnson with
Tylenol) can run into the tens and hundreds of millions of
dollars. Worse than the sheer magnitude of cost is the
difficulty of planning and budgeting to cope with the
problemand correctthe damage. Surprising, novel, and
messy problems unfold and feed on themselves in their
ramifications, rather than displaying theirimplications all
at once. The federal bailout of U.S. savings and loan
institutions offers an excellent example of the near
impossibility of understanding all at once the magnitude
of ahighly complexsituation. One can only keep revising
costestimates upward and time lines farther out into the
futureas the dimensions of the mess unfold. Cost can be
measured in absolute terms (as in some of the examples
cited), but cost can also berelative. Even when the
absolute magnitude of cost is not that great, permanent
white water events are costly in the sense that the time
takento deal with them must be diverted from other
pressing issues and is acutely felt as a diversion of time
and resources. In general, we may say that these events
are extremely obtrusive. In their messiness, costliness, and
ramifications, they simply cannotbe ignored.

5. Permanent white water conditions raise the
problem of recurrence. They make us ask whethera
particular white water event could have been anticipated,
whether anything like it will occur again, whether a new
system should be designed to forestall this type of event in
the future. These events increase the red tape, in other
words, as investigations are conducted and conditions that
led to the event are reconstructed. Bureaucratic complex-
ities are introduced as various policies and functions are
created to prevent the problem from recurring. While
such protections may be undoubtedly valuable in some
circumstances, it is important to understand thatno
number of anticipatory mechanisms can forestall the next
surprising, novel wave in the permanent white water.
There is no way the system can be protected against all
eventualities withoutparalyzingit. Events of the sort we
have been considering will keep happening indefinitely:



while particular events may not recur, unpreventable
recurrence of similar eventsis a fact of life in the complex
and interdependentsystems of the modern world.

Our Reactions to Permanent White Water

Permanent white water consists of events that are
surprising, novel, messy, costly, and unpreventable.
While some people may be moved to debate whether this
means the world is in fact becoming mbre turbulent than it
was during, say, World War IT or the Great Depression - or
the fourteenth century for that matter - the question is
probably indeterminable. Butthat is not the point. It is the
subjective feel of these events as much as their objective
existence that we are concerned with. Therefore, the real
point is whether experienced executives and others in
organizations perceive that what they are trying todo is
becoming more complex, problematic, and contingent as tinie
goes on. With this there seems to be widespread
agreement: permanent white water conditions are
regularly taking us all out of our comfort zones and asking
things of us that we neverimagined would be required.
Permanent white water means permanent life outside
one's comfort zone. The results of Porter and McKibben's
timely survey of educational needs of managersare just
one example of people's current perceptions. Porter and
McKibbenreport: "Time and again in our interviews we
were struck by the almost tangible awe with which
middle-age (let alone older-age) and even youngish
managers in their late thirties were viewing the rapidity
with which their work environments - both outside and
within the organization - were changing". Moreover, I and
my colleague Eric Dent are in the process of developing an
instrument to measure the extent to which practicing
managers are experiencing a pickup in the pace,
complexity, unpredictability, and confusion of work life
over the previous five years or so. Preliminary results
with three hundred practicing managers show an average
score (over 21 items) of +2, suggesting thatindeed people
are feeling the white water intensifying. Only about 5
percent of respondents give themselves the maximum
score, but so far no one has given himself or herself a
negative score, that is, a score indicating that the person's
work world was becoming more tranquil.

Thatwe are indeed experiencing high levels of
confusion and turbulence can be found right in our
everyday organizational language. I have given some
examples already. In addition, my studentsat George
Washington University and I found we could quickly
generate a large number of familiar phrases about
turbulence and confusion that are heard all the time in
organizations. People describe other people as "rocking
theboat," "goingballistic,""getting hit by friendly fire,"
"bouncing off the walls," "wandering around in a house of
mirrors,” "being the blind leading the blind," and "dodging
bullets." They talk about "being on arollercoaster," "a see-
saw," or "merry-go-round," about "being in the theater of
the absurd," about "rearranging the deck chairs on the
Titanic." They wonder, "Who's on first?" and "Are the

patients running the asylum?" They feel "the situation
unravelling,” "things coming apart at the seams,” "the train
leaving the tracks,” "a meltdown happening." They see
tasks as "Catch-22s"or "Looney Tunes times." They think
of events as "spinning out of control" or, at the other
extreme, "being dead in thewater.” They compare their
activities to "something in a puzzle palace" or "something
out of Alice in Wonderland" or "a Keystone Kops movie"
and they whistle the theme from The Twilight Zone.

These familiar metaphors, and many others the reader
will think of, have some themes in common - summed up
by the metaphorical observation of a military friend of
mine that in themidst of confusionand turbulence, many
people'sbehaviorcanbedescribed as "all thrust and no
vector." These metaphors are reactions to a felt lack of
continuity and of direction, the absence of a sense of
progress and of cumulative achievement, a lack of
coherence and of meaning, and a lack ot control. Clearly,
permanent white water is not just the facts and events
surrounding members of organizations. Permanent white
water is the mieaninng we as system members attach to our
experiences. We experience both surprising, novel, messy,
costly, recurring, and unpreventable events and feelings of
lack of direction, absence of coherence and loss of
meaning.

Our growing feeling of loss of meaning derives from
several sources. White water events often contain a clash
oflogics and priorities as asserted by various stakeholder
groups such as customers, m:ﬁﬁ:m_.w‘ owners, noEﬁm”:o_‘m\
and employees. One wants quantity; another quality. One
wants cost control; another bold new investment. One
wants to cease and desist; another to redouble effort. In
what coherent and convincing terms arc we to think about
an organizational reengineering (a positive, hopeful
signal) that entails a layoff of 25 percent of the hourly and
middle-management workforce (a powerfulnegative
signal),both events supposedly a creative response to a
Japanese competitor that is itself increasingly manifesting
the strains and confusion of pecrmanent white water?

Meaninglessness also derives from the broken
promises and disappointments of science and technology.
Systems that weresupposed to produce more control
produce whole new kinds of problems that did not exist
before the systems wereinstalled. Costoverrunsare
chronic; malfunction of delicate technicalinterfacesis
endemic. Is life really easier now that we have, say, a
multimedia fax machine - a totally mythical piece of
technology that is nonetheless probably only months away
from hitting the market? William Barett called it "the
illusion of technique" - this belief in the power of science
and technology to take away problems without adding
any contingency, danger, or moral confusion to our lives.

Our own growth, education, increasing sophistication,
and knowledge of other cultures and value systems may
also be contributing to our feelings of uncertainty and
confusion. Relativism may be a more practicaland
defensible philosophy than absolutism, but at the personal
level, the transition from one to the other can nevertheless

(continued on page 17)

TOWARD THE FUTURE - Gary Hamel & C.K. Prahalad

We are standing on the verge, and for some it will be
the precipice, of a revolution as profound as that which
gave birth to modern industry. It will be the environ-
mental revolution, the genetic revolution, the materials
revolution, the digital revolution, and, most of all, the
information revolution. Entirely new industries, now in
their gestation phase, will soon be born. Such prenatal
industries include microrobotics - miniature robots built
from atomic particles that could, among other things,
unclog sclerotic arteries; machine translation - telephone
switches and other devices that will provide realtime
translation between people conversing in different
languages; digital highways into the home that will offer
instant access to the world's store of knowledge and
entertainment; urban underground automated distribu-
tion systems that will reduce traffic congestion; "virtual”
meeting rooms that will save people the wear and tear of
air travel; biomimetic materials that will duplicate the
wondrous properties of materials found in the living
world; satellite-based personal communicators that will
allow one to "phone home" from anywhere in the planet;
machines capable of emotion, inference, and learning that
will interact with human beings in entirely new ways; and
bioremediation - custom-designed organisms that will
help clean up the earth's environment.

Existing industries - education, health care, transpor-
tation, banking, publishing, telecommunications, pharma-
ceutical, retailing, and others - will be profoundly trans-
formed. Cars with onboard navigation and collision
avoidance systems, electronic books and personally
tailored multimedia educational curricula, surgeries
performed in isolated locales bysa remote controlled robot,
and disease prevention via gene replacement therapy are
just some of the opportunities that are emerging to
reshape existing products, services, and industries.

Many of these mega-opportunities represent billions
of dollars in potential future revenues. One company has
estimated the potential market for information services in
the home, via interactive TV, to be worth at least $120
billion per year in 1992 dollars - home video ($11 billion),
home catalog shopping ($51 billion), video games ($4
billion), broadcast advertising ($27 billion), other infor-
mation services ($9 billion), and more. Many of these
mega-opportunities have the potential to fundamentally
transform the way we live and work, in much the same
way we live and work, in much the same way that the
telephone, car, and airplane transformed twentieth-
century lifestyles.

Each of these opportunities is also inherently global.
No single nation or region is likely to control all the
technologies and skills required to turn these opportun-
ities into reality. Markets will emerge at different speeds
around the world, and any firm hoping to establish a
leadership role will have to collaborate with and learn
from leading-edge customers, technology providers, and
suppliers, wherever they're located. Global distribution
reach will be necessary to capture the rewards of leader-
ship and fully amortize associated investments.

The future is now. Theshort term and the long term

don't abut one another with a clear line of demarcation five
years from now. The short term and long term are tightly
intertwined. Although many of tomorrow's mega-
opportunities are still in their infancy, companies around
the world are, at this moment, competing for the privilege
of parenting them. Alliances are being formed, compe-
tencies are being assembled, and experiments are being
conducted in nascent markets - all in hopes of capturing a
share of the world's future opportunities. In this race to the
future there are drivers, passengers, and road kill. (Road
kill, an American turn of phrase, is what becomes of little
creatures who cross the highway in the path of an
oncoming vehicle.) Passengers will get to the future, but«
their fate will not be in their own hands. Their profits from
the future willbe modest at best. Those who drive indus-
try revolution - companies that have a clear, ﬁﬂmBma:mwmQ
view of where they want to take their industry and are
capable of orchestrating resources inside and outside the
company to get there first - will be handsomely rewarded.

Thus, the question of which companies and countries
create the futureis far fromacademic. The stakes are high.
The wealth of a firm, and of each nation in which it oper-
ates, largely depends on its role in creating tomorrow's
markets and its ability to capture a disproportionate share
of associated revenues and profits.

Perhaps you have visited the Henry Ford Museum at
Greenfield Village in Dearborn, Michigan. Although the
home of Ford Motor Co.'s world headquarters, Dearborn's
additional claim to fame is Greenfield Village and the
museum where you can see the industrial history of the
United States. The exhibits are a testimony to pioneers
who created new industries and revolutionized old ones:
Deere, Eastman, Firestone, Bell, Edison, Watson, the
Wrightbrothers, and, of course, Ford. It was the foresight
of these pioneers that created the industries that created
the unprecedented prosperity that created the American
lifestyle. Any visitor strolling through the museum who
has enjoyed the material comforts of a middle-class
American lifestyle can't help but recognize the enormous
debt he or she owes to these industrial pioneers. Similarly,
any German citizen owes much to the pioneers who built
thatcountry'sinnovative, globe-spanning chemical com-
panies, world-class machine tool industry, and automakers
that set the benchmarks for excellence fornearly a century.
Thesuccess of Japanese firms in redefining standards of
innovation and performance in the electronics and auto-
mobile industries propelled Japan from an industrial also-
ran into a world economic superpower and paid for all
those Waikiki holidays and Louis Vuitton handbags.

Failure to anticipate and participate in the opportun-
ities of the future impoverishes both firms and nations.
Witness Europe's concern over its abysmal performance in
creating high-wagejobs in new information technology-
related businesses, or Japan's worry over the inability of its
financial institutions to capture the high ground of inno-
vation and new business creation, or America's anxiety
that Japanese companies may steal a march in thecommer-
cialization of superconductivity. Even protectionist-
minded politicians realize that a nation that can do little
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more than protect the industries of the past will lose its
economic standing to countries that help create the
industries of the future.

The future is not an extrapolation of the past. New
industrial structures will supercede old industrial
structures. Opportunities that at first blush seem evolu-
tionary will prove to be revolutionary. Today's new niche
markets will turn out to be tomorrow's mass markets.
Today's leading edge science will become tomorrow's
household appliance. At one time IBM described the
personal computer as an "entry system" - the expectation
was that anyone buying a PC would move up to more
powerful computers, and that PCs could happily coexist
withmainframes. Ten years later, desktop workstations
and local client-server computers were displacing main-
frames from more and moreapplications. Although
today's wireless telephones - both cellular and cordless -
may seem no more than an adjunct to traditional tethered
telephones, in ten years all wired phones will likely seem
anachronistic. Twenty yearsago few observers expected
mutual funds to significantly erode the "share of savings"
captured by banks and savings and loans. But savers
became investors and by 1992, mutual funds in the United
States represented 96% of the money that private investors
putinto the stock market. Mutual funds accounted for
11.4% of total financial assets in the United States, up from
only 2.0% in 1975, whereas the share taken by commercial
banks and savings and loans fell from 56.2% in 1975 to
37.3% in 1992. Again, there is no way to create the future,
no way to profit from the future, if one cannot imagine it.

To compete successfully for the future, senior man-
agers must first understand just how competition for the
future is different from competition for the present. The
differences are profound. They challenge the traditional
perspectives on strategy and competition. We will see that
competing for the future requires not only a redefinition of
strategy,butalso a redefinition of top management's role
in creating strategy.

Competition for Today vs Competition for Tomorrow

Pick up a strategy textbook or marketing handbook
and the focus will almost certainly be on competition
within extant markets. The tools of segmentation analysis,
industry structure analysis, and value chain analysis are
eminently useful in the context of a clearly defined market,
but whathelp are they when the market doesn't yet exist?
Within an existing market most of the rules of competition
havealreadybeen established: what price-performance
trade-offs customers are willing to make, which channels
have proved most efficient, the ways in which products or
services can be differentiated, and what is the optimal
degree of vertical integration. Yet in emerging opportun-
ity arenas like genetically engineered drugs, multimedia
publishing, and interactive television, the rules are waiting
to be written. (In existing industries, the rules are waiting
to berewritten.) This vastly complicates thebusiness of
making strategic choices. So how is the context for
strategy-making different when the focus is on tomorrow

rather than today, and when there is little or no clarity
about industry structure and customer preferences?

Market Share versus Opportunity Share

Strategy researchers and practitioners have focused
much attention on the problem of getting and keeping
marketshare. For most companies, marketshare is the
primary criterion for measuring the strength of a
business's strategic position. But what is the meaning of
market share in markets that barely exist? How can one
maximize market share in an industry where the product
or service concept is stillunderdefined, where customer -
segments have yet tosolidify, and customer preferences
are still poorly understood?

Competition for the future is competition for
opportunity share rather than market share. Itis compe-
tition to maximize the share of future opportunities a
company could potentially access within a broad
opportunity arena, be that home information systems,
genetically engineered drugs, financial services, advanced
materials, or something else

The question that must be answered by every com-
pany is, given our currentskills, or competencies as we will
call them, what share of future opportunities are we likely
to capture? This question leads to others: Which new
competencies would we have to build, and how would our
definition of our "served market" have to change, for us to
capture a larger share of future opportunities? Whether
for acountry or acompany, the issue is much the same:
how to attract and strengthen the skills that form the
competencies (e.g. opto-electronics, biomimetics, genetics,
systems integration, financial engineering) that provide a
gateway to future opportunities.

To gain a disproportionate share of future profits it is
necessary to possess adisproportionate share of the
requisite competencies. Because such competencies
represent the patient and persistent accumulation of
intellectual capital rather than a God-given endowment,
governments can legitmately play a role in strengthening
such competencies (through educational policy, tax
incentives, recruitment of inward investment, government
sanctioned private-sector joint ventures, etc.) Singapore,
forexample, hasemployed just such means to enhance the
range and quality of nationally resident competencies. But v
to know which competencies to build, policy-makers and
corporate strategists must be prescient about the broad
shape of tomorrow's opportunities. Top management
must be just as obsessed with maximizing opportunity
share as withmaximizing market share. As we will see,
thismeans a commitment to build competence leadership
in new areas, long before the precise form and structure of
future markets comes completely into view.

Business Units versus Corporate Competencies

Competition for the future is not product versus
productor business versus business, butcompany versus

company - what we term"interfirm competition." This is
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true for several reasons. First, because future oppor-
tunities are unlikely to fit neatly within existing SBU
boundaries, competing for the future mustbe a corporate
responsibility, and not just the responsibility of individual
business unit heads. (This responsibility may be exercised
by a group of corporate officers or, preferably, a cohort of
SBU heads working horizontally across the organization.)
Second, the competencies needed to access the new
opportunity arena may well be spread across a number of
business units, and it is up to the corporation to bring these
competencies together at the appropriate point within the
organization. Third, the investment and timeframe
required to build the new competencies necessary to
access tomorrow's marketsmay well tax the resources and
patience of a single business unit.

Itis important that top managers view the firmas a
portfolio of competencies, for they must ask, "Given our
particular portfolio of competencies, what opportunities
are we uniquely positioned to exploit?" The answer points
to opportunity arenas that other firms, with different
competence endowments, may find difficult to access. For
example, it would be hard to imagine any other firm than
Eastman Kodak creating a product like Photo-CD, which
required an in-depth understanding of both chemical film
and electronic imaging competencies. Canon may
understand electronic imaging and Fuji may understand
film, but only Kodak had a deep understanding of both.

So the question for top managers is, "How do we
orchestrate all the resources of the firm to create the
future?” This was the question George Fisher faced when
he left Motorola to become Kodak's new chief executive.
AtIBM, Lou Gerstner put together a top team to look for
transcendent opportunities. Given IBM's still impressive
set of competencies, the question was, "What can we do
that other companies might find difficult to do?"
Companies like Matsushita and Hewlett-Packard, long
champions of bottom-up innovation and business unit
autonomy, have recently been searching for opportunities
that blend the skills of multiple business units. Even Sony,
which has traditionally granted near total autonomy to
individual productdevelopment teams, has realized that
moreand more of its products must function as partof
complexsystems. It has thereforemoved to restructure its
audio, video, and computer groups for better coordination
of new product development.

Creating the future often requires that a company
build new core competencies, competencies that typically
transcend a single business unit - both in terms of the
investmentrequired and the range of potential
applications. Within Sharp, for example, itis not up to
each business unit to decide how much to invest in
perfecting flat screen displays. Sharp competes as a
corporation against Toshiba, Casio, and Sony to build
world leadership in this area.

The sheer size, scope, and complexity of future
opportunities may also require a corporate rather than an
individual unit perspective. Mega-opportunities don't
yield easily to "skunk works" or undirected entrepreneur-
ship. A lone employee with a bit of free time and access to

asmallslush fund may create Post-it Notes but is unlikely
to bring the interpreting telephone from conception to
reality or make much progress on creating a new comput-
ingarchitecture. Consistent, focused competence-build-
ing requires something more than "thriving on chaos.”

Stand-Alone versus Integrated Systems

Most textbooks on the management of innovation and
new product development assume that the company
controls most of the resources needed for the commercil-
ization of that innovation. Such an assumption is increas-
ingly likely to be wrong. Many of the most exciting new
opportunities require the integration of complex systems
rather thaninnovationaround astand-aloneproduct. Not
only does no single business unit have all the necessary
capabilities, neither does a single company or country.
Few companies can create the future single-handedly;
most need a helping hand. Motorola, IBM, and Apple
banded together to create a new semiconductor-based
computer architecture. Hoping to take advantage of the
potential convergence between the videogame ind us-try
and the telecommunication industry, AT & T has formed
partnerships with, or taken small equity stakes in, a
number of computer game makers. Even Boeing has often
found it necessary to reach out to foreign partners for the
development of its next-generation aircraft.

The need to bring together and harmonize widely
disparate technologies, to manage a drawn-out standards-
setting process, to conclude alliances with the suppliers of
complementary products, to co-opt potential rivals, and to
access the widest possible array of distribution channels,
means that competition is as much a battle between
competing and often overlapping coalitions as it is a battle
betweenindividual firms. Competition for the future is
both intercorporate and intercoalition. As we will see, an
understanding of how to put such a coalition together and
keep it pointed toward a common future is central to the
task of competing for the future.

Organizational commitment and
perseverance are driven by the desire to
make a difference in people's lives - the
bigger the difference, the deeper the

commitment.




THE SECOND CURVE

= Ian Morrison

A company'’s first curve is its traditional business base
representing the majority of its current revenues - in
Pitney Bowes's case, supporting the paper-based mail
stream. You might be doing fine on that curve, maybe
evenvery well, and maybe even for a long time. But
sooner or later things begin to change - you sense that your
firstcurveisn't going to do it forever - and you know you
have torespond. You mightinvest more heavily inR & D;
Pitney Bowes did, investing $325millionin developing
Paragon and other technologies from 1990 to 1992. A good
move: the investment has paid off handsomely. Butit was
still an investment in the first curve, in what the company
had always done well, and these days it simply won'tbe
enough.

That's the second-curve dilemma. To continue to
grow and thrive, Pitney Bowes has to start thinking about
getting on that second curve. Almost every successful
first-curve business was a second-curve business in its
day. Pitney Bowes revolutionized the collection of postal
revenues with the invention of the postage meter in the
1970s. IBM has been on the second curve twice, first as a
tabulating machine company, then as a second-curve
office equipment player that came to first-curve
dominance in the 1960s and 1970s. Eventually,every
business has to face the second curve because it's caused
by external changes over which a company has no control,
and what this means is that the first-curve investment is no
longer enough, and the company must face very real - and
very complicated - strategic dilemmas. Do youmake the
jump now and risk losing yourbest customers - and your
solid first curve? If youjump too soon you may be
walkingaway from all the profit and (worse yet) putting
yourself in head-to-head competition with yourself or
your best customers. If you stay on the old curve too long,
you may never get a chance to play on the second curve.
But whendo you jump, and how? Can you play both
curves? Are these second curve guys for real?

A potentially daunting scenario, but one, never-
theless, that every business, in every industry, will face.
There are things you can do - strategies to follow, ways to
handle the coming changes. But before lookingat those,
it's helpful to understand how we got where weare. Often
the why of change is as important as the what. Thekey
challenge of the second curveis to recognize the
components of change.

Sources of the Second Curve: What's Driving Change?

So where does the second curve come from? In
studies of companies undergoing this kind of market
transformation, you can see three forces driving the
second curve: new technologies, new consumers, and new
geographical market frontiers - forces that are changing
our world, singly and in combination, faster than ever.

The new technology is faster, better, and cheaper.
Understanding the effects of new technologies - especially
information technologies - is critical for managing on two
curves. You could argue that without the vast and rapid
proliferation of information techologies in the last twenty

years, there would be no second curve. Itis, in fact, the
ability of new technologies to fundamentally transform a
given industry that creates the discontinuities that define
most second curves. For example, powerful new elec-
tronic tools make highly tailored customer service possible
for companiessuch as Federal Express, AT & T, and
United Airlines.

It takes thirty years for technologies to become
overnight successes. Forecasting the next big technology
application is a lot like picking who will make it to the
Olympics in 2016 by sorting through baby pictures. But
despite the difficulties inherent in a long time curve, you
can learn a few things about the diffusion of technology
and try to spot the moments when something really big
starts happening.

The New Consumer Wants
Anything, Anytime, Anyplace

Smarter, richer, choosier, more demanding: today's
consumers-have high expectations in quality, service,
design - and they want low cost. Their expectations are
transforming the marketplace dramatically, creating a
second curve for the companies that serve them. The new
consumer is a powerful enough force to change the types
of products and services coming to market, and to
transform the way products and services are sold. And
there are more of them every year.

The volatility of contemporary consumers - their
willingness to change - is at the heart of the second curve.
There wouldn'teven be such a pronounced second curve if
customers hadn'tshownsucha willingness to jump from
one typeof product and service to any other without
warning. You can't begin to understand how or when to
move from one curve toanother without understanding
the new consumer.

They're better educated. They're more affluent - the
larger number of households with large annual incomes
means there are more consumers who have some discre-
tion over purchases, which in turn means they can be more
demanding and more volatile in their purchases. They're
used tosophisticated information. And they'remore
skeptical - a much harder sell, if you will. Consumers,
more than ever, are willing to shift loyalties and experi-
ment with the new and different.

- The demand of these new consumers - and vendors’
responses to those demands -have had huge effects.
Companies have gone through a distribution revolution to
winover and retain the loyalty of the new consumer. Time
to market is down while choice is up; take alook at the
choices you have at the supermarket for asingleitem now
as compared to ten yearsago, whether it's snack foods,
prepared meals, or the ever-expanding array in the freezer
aisle. The number of ways of reaching the customer is
radically different; think of everything from factory outlets
and warehouse stores to direct mail catalogs and TV
shopping. And the value of a brand name has changed
dramatically. In the past, brand names denoted value by
promising a standard of quality. Now that standard of
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quality is conferred by the retailer himself, who can carry a
wide variety of brands (some of his own making), all of
whichhave an image of quality but some of which can be
discounted because they don'tneed to be advertised
individually.

So the dilemma of selling to the new consumer goes
something like this: Do you try to do the best you can with
what you have, or do you scrap the whole system for
something newer and better?

The New Market Frontier Come From The Growth in
Emerging Markets

The emerging markets of Asia, Eastern Europe, and
Latin America are singly and in combination creating
second curves for companies the world over. They will be
key markets - and key competitors. Forexample,China: it
willbe a larger economy than the United States sometime
early in the next century - the only question is when, not if.
All the emerging markets have extremely high growth
potential for consumer products, capital goods, infra-
structure, high technology, and services.

But knowing there's a big new second curve in the
long run doesn't guarantee the right response at the right
time. Sorting out the sequence and the relative level of
commitment to make to each of the emerging markets and
subregions of the countries involved is a hugely complex
task. Clearly Asia and Latin America will grow, but at
different rates in different areas.

Which is not to say that American primacy in world
markets will fade anytime soon. The United States will
continue tobe a large and growing economy and the most
influential on the planet, in large part because of its
cultural exports. American popular culture has become a
key component of the U.S. economic base: Coke, Marlboro,
Madonna, Levi Strauss, American movies, and Married . . .
with Children reruns are everywhere. Sixty percent of
Jurassic Park's revenues were earned outside the United
States. And another U.S. export - the Internet -is a
window on the future of the global market, an electronic-
ally mediated bazaar that allows ideas and cash to zap
around the world, enabling virtual deals to be done on a
global basis.

Part of the shift to the second curve is redefining what
amarketis. For many years, the "market" - to American
companies - meant the United States. Gradually, between
1970 and 1990, came the realization that the true market
for American firms at least crossed the North Atlantic and
included the countries of Western Europe. Now we are
suddenly confronted with anew concept of "market" - one
that includes many of the emerging countries of the world.

Where We Are Now

The bottom-line reality of the second curve is, of
course, change. This includes transformation on many
levels: society, the marketplace, even the individual. And
most certainly on a business level. Corporations are
experiencing transformation within - on an internal
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organization level - as well as without - throughout each
industry as a whole.

In the rapidly changing global marketplace, many
businesses are finding that their traditional organizations
are more of an obstacle than an advantage in leveraging
opportunities. Traditionally, organizations have been
structured on models governed by mechanistic, linear
metaphors, such as the military-style organizations of the
early twentieth century. Reengineering is the ultimate
mechanistic metaphor. These models worked well in
regionally isolated markets with little competition, but
now thatmarkets are global, dynamic, and connected in a
complex ecology of economic relationships, the old .
models are no longer effective - a classic second-curve
problem. To compete in this world, companies must
develop new organizational models. The metaphors for
these models are more organic than mechanistic, more a
set of dynamic processes than a static org chart. For
example, traditional hierarchical organizations - the army
and some large corporations - are moving to a "fishnet
organization" - a network of constantly changing, ad hoc
hierarchieslinked and managed by information tech-
nology, an orgnization that gives them greater flexibility
to meet the demands of the merging, fast-paced global
market. As we move into the twenty-first century, these
new forms of organization will increasingly present two-
curve dilemmas for companies and their employees.

The world’s major industries are being hugely affected
by the second curve. New technology, new consumers,
and new geography are creating change that isn't the
limited, albeit dramatic, sort a company might experience
becauseof a strategic error or a marketshift. This is
massiveand fundamental change - a redefinition of terms -
for an entire industry or market, resulting from the conflu-
ence of powerful driving forces. In particular, retail and
distribution, health care, and financial servicesare
dramatically affected by the second curve.

Retail and distribution. The second-curve dilemma
faced by retail and distribution is the elimination of the
middleman. As aresultof the new consumer, the
electronic infrastructure, more intense competition, and
new distribution channels, retailers are scrambling. And
they are coming up with some interesting responses, from
Wal-Mart's virtual integration (embedding the retailer's
systems electronically in the vendor's inventory and
supply system) to Spiegel's all-out direct marketing, where
mail-order and catalog sales are taken to the limit.

Health care. In health care, talk of two curves abounds.
The traditionalfee-for-service world is being replaced by
managed care; the inpatient environment is changing over
to the ambulatory environment; and pharmaceutical R&D
firmsare moving from traditional mechanisms for finding

. drugs (screening obscure, naturally occurring compounds

for therapeutic effects) to abiotechnology-based mechan-
ism whereby large molecules are designed to havea
specific therapeutic effect. But even with all these changes,
the real health care second curve, where all Americans can
be covered in a cost-effective way, has not yet been clearly
articulated.



Financial services. You see the confluence of new
brands, new channels, new consumers, and new tech-
nologies (everything from the Internet to the smart card)
transforming the global financial services industries,
particularly the retail segment. Traditional financial
services companies are trying to avoid disintermediation -
that is, watching their deposits go elsewhere - by the
second curve, which will devastate the unsuspecting of
Wall Street, Hartford, London, Hong Kong, and Zurich.

Embracing Change: The Key to Success
in the Second Curve World

Asusual, Yogi Berra put it well: "Prediction is very
hard, especially when it's about the future.” It is, of course,
not only difficult but simply impossible to predict the
future, if by predicting you mean reaching out into the
future to pluck fully realized events like so much ripe fruit.

Which is to say that we can't think systematically
about the future, that we can't make sense of the trends,
developing issues, and emerging technologies, and in so
doing become more informed about what is likely to
happen. When we are constantly looking ahead and
reviewing the longer-term driving forces that create
change in the business environment, the world becomes
less random. Patterns emerge, new threats are foreseen
and avoided, new opportunities are identified and
exploited. By taking the bestavailable thinking and
information, you can create forecasts that help businesses
and individuals make informed long-term strategic
decisions.

So what kind of forecasts can you make about the
second curve? Given thatyou can't predict the pace of
change for either of the two curves, and given that you're
dealing with a multitude of false starts on the second
curve, can you develop astrategy?

A resounding yes: there's a lot we don't know, but
there'salsoa lotthat we do. The second curve is about
facing the challenge of change. You're doing well, running
fast - but take a good look over your shoulder and see

who's gaining on you. You'll be surprised.

Global beverage giants like Coke and Pepsi got hit
hard by the private-label colas.

Health insurance giants like Traveler's and Metro-
politan got sideswiped by managed care organizations
like Oxford Health Plans, United HealthCare, and U.S.
Healthcare, who outperformed them with a different
paradigm.

Japanese semiconductor manufacturers who
themselves had been the second curve in the early 1980s
were overwhelmed by new second-curve semiconductor
technology from Intel, Advanced Micro Bevices, and the
brains of Silicon Valley in the late 1980s and 1990s. By
focussing on advanced microprocessors, the U.S. semi-
conductor industry engineered a second-curve comeback.
But this isn't an easy change. You don't become second-
curve overnight. You mightnotbe up to it -as acompany
or anindividual. That's why managing on two curves is
the exciting and enjoyable challenge of the emerging

global business scene, where technology, political change
that opens new geographic markets, and sophisticated
new consumers are creating new curves by the thousands.

Managing on two curves is extremely difficultand few
pull it off, and if it sounds as if there's a lot of uncertainty:
learn to live with it. In the final analysis, managing on two
curvesis ajuggling act. You can get comfortable with it if
you develop an awareness of change and the tools to deal
with it. That's the skill: to use change to provide the
creative tension that keeps vou and your company moving
forward.

The Second Curove has effects that are far-reaching and farfelt,
affecting us as individuals, changing the markeplace, reorgan-
izing corporations, and even transforniing major industries.
There are fundamental transformations under way as we move
froni the first to the second curve, tensions that are sunimarized
in the table below. Understanding how different the curves are
is an important first step in being able to deal with thent.
Recognizing that the second curve has very different character-
istics from the first is the best tway to begin to manage on two
curoes.

FROM FIRST CURVETO SECOND CURVE

FIRST CURVE SECOND CURVE

Marlet
Capital Knowledge
Producer Consumer
Atlantic Pacific
Japan China
International Trade Electronic Commerce
Computers Internét
Money People
Organization
Mechanistic Organic
Engineering - Ecology
Corporations “Individuals/Networks
Horizontal /Vertical Virtual Integration
Integration
Business Processes ¢ Culture
The Individual
Hard Work Hyper-effectiveness
Security Uncertainty
Current Career Future Career
Faith Hope
Loyalty Courage
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CLOUDS ON THE HORIZON - Charles Handy

Adam Smith, the high priest of market economies and
of modern capitalism, may well be the most quoted and
least read of all authors. Who, for instance, knows that he
wrote this:

A profitable speculation is preseinted as a public good
becauise growth will stimulate demand, and everywhere n&«:mm
comfort and improvement. No patriot or man of feeling could
therefore oppose it. (But) the nature of this grotwth, in
opposition, for example, to older ideas such as cultivation, is that
it is at once undirected and infinitely self-generating in the
endless demand for all the useless things in the world.

Adam Smith, you should be alive today, to take a walk
through the shopping malls or the tourist streets of our
cities. You would see windows stacked high with trivia,
with all the detritus of a throwaway society, where growth
depends on persuading more and more people to buy
more and more things that they may want but can hardly
need. Yet, without that induced demand, there wouldn't
be the growth which would spread Adam Smith's 'comfort
and improvement' to those who really need it. We need
oureconomies of glitz and sleaze to provide work of a sort
for many of our people.

‘Work of a sort' is, indeed, all that much of it can ever
be. The best Bw:mmavgo:" in the world can't make
Smm::..mmc_ work out of stacking shelves or packing boxes,
or out of selling T-shirts, mugs or plastic toys, or even
plastic food. This is toil and drudgery, not the decent
work we demand as the right of all. It is toil done for
money, the money which alone provides access to the rich
economy we have promised ourselves.

Itis a strange irony, just one of many which itch away
at our modern state. To give our people the necessities of
modern life we have to spend more of our money and
more of their time on the non-necessities, on the 'useless
things', the junk of life. Worse - to produce these things we
consume the world's resources, pollute its environment,
muck up its countryside and dirty it towns and cities. This
was not the brave new world that capitalism promised
with its freedom of choice in the markets of the world.

We thought, once, that we could have it all, that
money could buy us choice in everything, and technology
would deliver it. If we wanted no children, then
technology would allow us the joys of mating without the
consequences, and if later we changed our minds,
technology could put that right, too. Beath could be
postponed, if not indefinitely, at least for a decade or so,
and society would make sure that the old did not clutter
up the lives of their children by making the state
responsible for their wellbeing. The state, in fact, would
take care of everything we did not want to do for
ourselves. The Basic German Law, for example, lists 17
basic individual rights but not one individual duty except
to pay taxes, sometimes. Unlimited economic growth, in
short, would provide the wherewithal for all our wants,
and technology would somehow deal with any unwanted
consequences.

It was always an unlikely dream. There are always
unintended consequences to rational policies. The
understandable attempt, in China, to ration children to

one per family is producing a generation of 'child
emperors', only sons, spoilt rotten, the daughters too often
aborted. The American freedom to live where you choose,
and to choose whom you live with, in that vast country,
resultsin ghettoes of the rich, ghettoes of the old and,
inevitably, ghettoes of the underclass. Community as an
ideal turnsinto a selfish exclusivity, reniiniscent of the
city-states of medieval Europe - great for those inside, but
tough for the outsiders, which is why the insiders built
high walls around themselves.

And when we finally confront some of the costs of our
extravagances in the First World, and ask the Third World
of developing countries to do things differently lest we *
destroy our firmament, they, not unnaturally, want some
of those extravagances for themselves before they make
the sacrifices which we ask for. We are caughtin a trap of
ourowndevising, unwilling toaccept that freedom of
choice can'teasily be rationed. How niceitwouldbe, I
sometimes think, when crushed in a tourist mob in
Florence or Seville, if only a fortunate few (including
myself, naturally) had the means and the choice to travel.
Freedom of choice for all can easily create misery for most.

Organizations have not been immune to the lure of
false promises. Good jobs for all, well-paid jobs, was one
of those promises. As a result, more and more people,
particularly women, wantedthose jobs. Butorganizations
also needed to be efficient, and that meant doing the same,
or, if possible, more, with fewer people. In the last 25 years
Europe's economy grew by 70%, but only 10% new jobs
were created, notnearly enough for all those that wanted
them. The faster we grow, itbegins to seem, the fewer
people we need to work our organizations.

Our people are now our assets, proclaim those same
organizations, offering the promise of a caring, nurturing
community at work; a Japanese tradition translated to
Western ways. Butassets, it turned out, were things to be
milked as well as nurtured, and those lucky enough to
have one of those proper jobs inside the organization
found themselves working ever harder and longer,
squeezing the traditional 100,000 hours of a working life
into 30 yearsinstead of 50. That works out at 67 hours a
week, leaving little time for families, or for anything else,
come to that. Organizations are rightly seen as the
instruments of wealth creation, whether the wealth be
money, health, education or service of one type or another,
but we now see more clearly that, in their turn, the
individualsinside the organization have become its
instruments, subordinated to the goals of the organization,
used and/or discarded as needed. This was not intended.

Nor was it intended that the brilliant invention of
limited liability would end up with companies 'owned'by
people who had never been near them, let alone met with
their people or devised their products and their strategies.
Companies as pieces of property, to be bought and sold by
speculators, makes money the measure of all things and
shortens the time-horizons of all those involved.

Many other things were not intended. It was not
intended that women should be squeezed out of the new,
efficientorganizations. A more liberal age wanted it quite
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otherwise, but those 67-hour weeks meant that too often it
had to be a choice between job or children. We must hope
that many women will, in future, choose children, or find
some better way to combine the two, because the birthrate
in most affluent societies is now less than 1.5 children per
woman. Too many children may be China's problem, but
too few children is little better - a society of greying elders
with ever fewer people to support them, and no way, this
time, that technology can change things inside of 50 years.
We shall all be worse off than our fathers and mothers
were, a state which many Americans already are shocked
to find themselves in today.

ThereIs Better News

Itis now clear that economic growth for all forever is
not on the cards. Even if it were, it would be no guarantee
of happiness. In the last 20 years the British economy grew
by 40%, the German by 50% and the Japanese by 60%, but
itis by no means obvious thatthe Germans and the
Japanese are any happier. In fact, surveys show the
reverse, with the Japanese envious of the lifestyles of
almost everyone. Perhaps we will soon cease to pursue
the chimera of everlasting economic growth and harken to
Adam Smith's reminder of 'cultivation’ as a primary goal.

If we do, it will be more from the force of circumstance
than from choice, but events shape values as much as
values shape events, and the events which are coming up
will confront us all with new choices. In the past, most of
us were seemingly content to sell all our working time to
the organization, to do with it what they willed, within
reason. Our choices were mainly to do with how we spent
the money they gave us and the time which they leftus.
Not unnaturally, money dominated our values,and the
things thatmoney might be able to buy. The more money
the more choice. It was, inevitably, for most people, a
materialistic world.

It was also an institutional world. Most people got
their sustenance and their structure from organizations of
one sort or another. Those organizationsresonated with
power, authority and control. We may notalwayshave
liked what they said or what they required of us, but it was
clear where authority resided. That is about to change.

Our world is about to see a change as significant as the
technological event which, in many ways, launched
Europe into a new age 600 years ago when the printing
press was invented and developed. For the first time,
then, people were able to read the Bible in their own
language in their own home in their own time. No longer
did they have to go to church to hear the word of God, in
Latin, interpreted by a licensed minister of the Church.
They could now make up their own minds about right and
wrong, God and the devil. As a result, the authority of the
Church crumbled, and with it the authority of most
institutions. Individual freedom led to creativity, which
blossomed into the Renaissance; but this freedom also
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produced schisms and aharchy, conflict and repression as
people everywhere sought to flex their muscles and to take
charge of theirown destiny. Others, naturally, yearned for

thedaysoforderand discipline and, e<:mam.mrmv\ could,
tried to restore them.

The television set and the telephone, with the
computer at the end of it, the wired and unwired world
which we now contemplate, are the modern equivalents of
the printing press. When Motorola achieves its dream of a
personal telephone for everyone with a personal number
for each of us at birth, then a telephone will truly belong to
apersonnot a place. Insignificant as that seunds, it means
that the office will become as necessary as the churches
became. Television already allows each of us to make up
our own minds about the affairs of the world, eroding the
mystique of presidents, prime ministers, queens and
corporate chairmen. CD-Roms and the Internet make the
knowledge of the world available to all, depriving teachers
everywhereof their competitive advantage over their
students, authority eroded there as well.

Asin the Renaissance, it will be a exciting time, a time
of greatopportunities for those who can see and seize
them, but of great threat and fear for many. It will be more
difficultto hold organizations and societies together. The
softer words of leadershipand vision and common
purpose will replace the tougher words of control and
authority because the tough words won't bite any more.
Organizations will have to become communities rather
than properties, with members not employees, because
few will be content to be owned by others. Societies will
break down into smaller units but will also regroup into
even larger ones than now for particular purposes.
Federalism, an old doctrine, will become fashionable once
again, in spite of its inherent contradictions.

Interestingly, many of the products of this new wired
age will be less destructive of our environment. CD-Roms
consume no trees. The new economic growth areas of
health, education, personal services and leisure activity
need far fewer raw materials and are more to do with
psychological and physical enrichment than with 'things'.
These new growth areas also come in smaller, more
people-friendly organizations than the manufacturing
giants of the past. 'Things' will be increasingly made by
'things' anyway, and not by human automatons. As
society ages, more people will have enough of things,
mostly, and will be in the slimming-down stage of life.
They may, in fact, be more interested in Adam Smith's
‘cultivation’ than in 'useless things', and if cultivation is
marketable we shall have economic growth as well.

Wemy discover that when we can, increasingly,
choose how to spend our time, it may not always make
sense to sell it as expensively as we can or as much of it as
we can. Thereare other things which we can do with time,
even if it is only to sit and talk with friends. Many will use
their time to increase their skills and enlarge their range of
talents because intelligence is now the pathway to wealth
and power. Time and talent will become the commodities
in most demand, and they will be the property of each
individual, not of the corporation, changing the balance of
power quite radically. Education will, once again, become
a prized and precious thing, atall ages and of all types.

(continued on page 17)
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‘DRIVE FOR PROGRESS - James Collins & Jerry Porras

Core ideology is an essential component of a visionary
company. But core ideology alone, as important as it is,
does not - indeed cannot - make a visionary company. A
company can have the world's most deeply cherished and
meaningful core ideology, but if it just sits still or refuses to
change, the world will pass it by. As Sam Walton pointed
out: "You can'tjust keep doing what works one time,
because everything around you is always changing. To
succeed, you have to stay out in front of that change."

We believe that companies get into trouble by
confusing core ideology with specific, noncore practices.
By confusing core ideology with noncore practices, com-
panies can cling too long to noncore items - things that
should be changed in order for the company to adapt and
move forward. This brings us to a crucial point: A vision-
ary company carefully preserves and protects its core
ideology, yet all the specific manifestations of its core
ideology must be open for change and evolution. For
example:

* Hewlett-Packard's "Respect and concern for individual
employees" is a permanent, unchanging part of its core
ideology; serving fruit and doughnuts to all employees at
ten A.M. each day is a noncore practice that can change.

* Wal-Mart's "Exceed customer expectations" isa perm-
anent, unchanging part of its core ideology; customer
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 permanent, unchanging part of its core
ideology; commitment to building jumbo jets is part of a
noncore strategy that can change.

® 3M's "Respect for individual initiative" is a permanent,
unchanging part of its core ideology; the 15 percent rule
(where technical employees can spend 15 percent of their
time on projects of their choosing) is noncore practice that
can change.

It is absolutely essential not to confuse core ideology
with culture, strategy, tactics, operations, policies, or other
noncore practices. Over time, cultural norms must
change; strategy must change, product lines must change,
goals must change; competencies must change; admin-
istrative policies must change, organizational structure
must change; reward systems must change. Ultimately,
the only thing a company should ot change over time is its
core ideology - that is, if it wants to be a visionary
company.

Preserve the Core/Stimulate Progress

The underlying dynamic of "Preserve the core and
stimulate progress” is the essence of a visionary company.
Core ideology in a visionary company works hand in hand
with a relentless drive for progress that impels change and
forward movement in all that is not part of the core
ideology. The drive for progress arises from a deep
human urge - to explore, to create, to discover, to achieve,
to change, to improve. The drive for progress isnot a
sterile, intellectual recognition that "progress is healthy in
achangingworld" or that "healthy organizations should

change and improve" or that "we should have goals”;
rather, it'sa deep, inner, compulsive - almost primal -
drive.

Tt is the type of drive that led Sam Walton to spend
time during the last precious few days of his life discuss-
ing sales figures for the week with a local store manager
who dropped by his hospital room - a drive shared by J.
Willard Marriott, who lived by the motto "Keep on being
constructive, and doing constructive things, until it's time
todie...make every day count, to the very end."

It is the drive that motivated Citicorp to set the goal to
become the most pervasive financial institution in the
world when it was still small enough that such anaudae-
ious goal would seem ludicrous, if not foolhardy. It is the
type of drive that led Walt Disney to bet its reputation on
Disneyland with nomarketdatato indicate demand for
suchawild dream. Itis thetype of drive that impelled
Ford to stake its future on the audacious goal "to democ-
ratize the automobile” and thereby leave an indelible
imprint on the world.

It is the type of drive that spurred Motorola to live by
the motto "Be in motion for motion's sake!" and propelled
the company from battery eliminators and car radios to
televisions, microprocessors, cellular communications,
satellites circling the earth, and pursuit of the daunting
"six sigma" quality standard (only 3.4 defects per million).
Robert Galvin used the term "renewal" to describe
Motorola's inner drive for progress:

“Renerwal is the driving thrust of this company. Literally
the day after nty father founded the conipany to produce B
Battery Eliminators in 1928, e lad to commence the search for a
replacement product because the Eliminator was predictably
obsolete in 1930. He never stopped renewing. Nor have we . .
Only those incultured with an elusive idea of renewal, which
obligesa proliferation of new, creative ideas . . . and an
unstinting dedication to committing to the risk and promise of
those unchartable ideas, will thrive.”

It is the drive for progress that pushed 3M to
continually experiment and solve problems that other
companies had not yet even recognized as problems,
resulting in such pervasive innovations as waterproof
sandpaper, Scotch tape, and Post-it notes. It compelled
Procter & Gamble to adopt profit-sharing and stock
ownership programs in the 1880s, long before such steps
became fashionable, and urged Sony to prove it possible to
commercialize transistor-based productsin the early
1950s, when no other companies had done so. Itis the
drive that led Boeing to undertake some of the boldest
gambles in business history, including the decision to
build the B-747 in spite of highly uncertain market
demand.

Indeed, the drive for progress is never satisfied with
the status quo, even when the status quo is working well. Like
a persistent and incurable itch, the drive for progressin a
highly visionary company can never be satisfied under
any conditions, even if the company succeeds enormously:
"We can always do better; we can always go further; we
can always find new possibilities." As Henry Ford said,
"You have got to keep doing and going."
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An Internal Drive

Like core ideology, the drive for progress is an internal
force. The drive for progress doesn't wait for the external
world to say "It's time to change" or "It's time to improve"
or "It's time to invent something new." No, like the drive
inside a great artist or prolific inventor, it is simply there,
pushing outward and onward. You don't create Disney-
land, build the 747, pursue six-sigma quality, invent 3M
Post-it notes, institute employee stock ownership in the
1880s, or meet with a store manager on your deathbed

. because the outside environment demands it. These
things arise out of an inner urge for progress. In a vision-
ary company, the drive to go further, to do better, to create
new possibilities nneeds no external justification.

Through the drive for progress, a highly visionary
company displays a powerful mix of self-confidence
combined with self-criticism. Self-confidence allows a
visionary company to set audacious goals and make bold
and daring moves, sometimes flying in the face of indus-
try conventional wisdom or strategic prudence; it simply
never occurs toa highly visionary company that it can't
beat the odds, achieve great things, and become some-
thing truly extraordinary. Self-criticism, on the other
hand, pushes for self-induced change and improvement
before the outside world imposes the need for change and
improvement; a visionary company thereby becomes its
own harshest critic. Assuch, the drive for progress
pushes from within for continual change and forward
movement in everything that is not part of the core

progress exist together in a visionarv company like yin
and yang of Chinese dualistic philosophy; each element
enables, complements, and reinforces the other:

® The coreideology enables progress by providing a base
of continuity around which a visionary company can
evolve, experiment, and change. By being clear about
what is core (and therefore relatively fixed), a company
can more easily seek variation and movement in all that is
not core.

® The drive for progress enables the core ideology, for
without continual change and forward movement, the
company - the carrier of the core - will fall behind in an
ever-changing world and cease to be strong, or perhaps
even to exist.

Although the core ideology and drive for progress
usually trace their roots to specific individuals, a highly
visionary company institutionalizes them - weaving them
into the very fabric of the organization. These elements do
notexistsolely as a prevailing ethos or "culture.” A highly
visionary company does notsimply have some vague set
of intentions or passionate zeal around core and progress.
Tobe sure, a highly visionary company does have these,
butitalso has concrete, tangible mechanisms to preserve
the core ideology and to stinmdate progress.

Walt Disney didn't leave ils core ideology up to
chance; it created Disney University and required every
single employee to attend "Disney Traditions" seminars.
Hewlett-Packard didn't just talk about the HP Ways; it
instituted a religious promote-from-within policy and
translated its philosophy into the categories used for
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philosophize about fanatical customer service; it created a
cult of service reinforced by tangible rewards and
penalties - "Nordies" who serve the customer well become
well-paid heroes, and those who treat customers poorly
get spit right out of the company.

Motorola didn'tjust preach quality; it committed to a
daunting six-sigma quality goal and pursued the Baldrige
Quality Award. General Electric didn't just pontificate
about the importance of continuous technological
innovation in the early 1900s; it created one of the world's
first industrial R&D laboratories. Boeing didn't just dream
about being on the leading edge of aviation; it made bold,
irreversible commitments to audacious projects like the
Boeing 747, in which failure could have literally killed the
company. Procter & Gamble didn'tjust think self-imposed
progress was a good idea; it installed a structure that
pitted P&G product lines in fierce competition with each
other, thus using institutionalized internal competition as
a powerful mechanism to stimulate progress. 3M didn't
just pay lip service to encouragement of individual
initiative and innovation; it decentralized, gave
researchers 15 percent of their time to pursue any project

of their liking, created an internal venture capital fund,
and instituted a rule that 25 percent of each division's
annual sales should come from products introduced in the
previous five years.

Tangible. Concrete. Specific.. Solid. Look inside a
visionary company and you'll scc a ticking, bonging,
humming, buzzing, whirring, clicking, clattering clock.
You'llsee tangible manifestations of its core ideology and
drive for progress everywherc.

We've found that organizations often have great
intentions and inspiring visions for themselves, but they
don't take the crucial step of translating their intentions
into concreteitems. Even worse, they oftentolerate  *
organization characteristics, strategies, and tactics that are
misaligned with their admirable intentions, which creates
confusionand cynicism. The gears and mechanisms of
the ticking clock do not grind against each other but rather
work in concert - in alignment with each other - to
preserve the core and stimulate progress. The builders of
visionarv companies seek alignment in strategies, in
tactics, in organization systems, in structure, in incentive
systems, in building layout, in job design - in everything.

(Vaill: continued from page 6)

be agonizing. Who is right in the various debates that are
sweeping through societal and organizational life? When
we didn't know of these debates or understand the
arguments on various sides, perhaps it was easier - albeit
more naive - to think we undefstood the meaning of our
work and our lives. Now we know the various points of
view with our heads, but at the level of feeling, are we
more serene? "Hang ideas," said Joseph Conrad (Lord Jini)
ina memorable cry of anguish. "They are tramps,
vagabonds, knocking at the back door of your mind, each
taking a little of your substance, each carrying away some
crumb of that belief in a few simple notions you must
cling toif you want to live decently and would like to die
easy."

Finally, the horrors of the twentieth century have
unquestionably contributed to our loss of a sense of
meaning. The horrors are not only in the wars, famines,
and holocausts occurring on the macro scale but in the
atrocities of daily life on our streets and playgrounds and
in our offices. Drive-by murder is a horrifying fact in
itself, but it is also a metaphor for the casual violence that
is being done to our lives and sense of meaning, not only
by guns but by layoff slips, voice mail from the truant
officer, and cancellation notices from our health insurance
companies.

The objective events that are contributing to our loss
of a sense of meaning, direction, and control are not going
to abate. If anything, they will proliferate and intensify.
What, however, of the subjective side? What of our
capacity torestore and sustain a sense of meaning in these
new chaotic environments? Can we indeed learn to
"thrive on chaos," as Tom Peters suggests?

(Handy: Contiinued from page 14)

The danger, of course, is that this 'cultivation’ becomes
areality only for the privileged few in the privileged
world of the rich countries. We shall have to take on board
the truth that you don't make the poor rich by making the
richricherand hoping thattheriches will trickle down,
becausethey don't. Paradoxically, it works the other way
round - you make the rich richer by making the poor rich,
because then they have more money to spend. To start the
cycle,however, you firsthave to invest in the poor,
enlarging their capabilities, enhancing their skills,
underwriting their initiatives. This works for the world at
large as well as for individual societies, and even for
organizations, but it always calls for short-term sacrifice
by the rich in the beginning.

Sacrifices, however, are only made, voluntarily, for
goalsand ideals we believe in, and when we have
confidence in those who may lead us there. Leadership,
therefore, becomes more important than ever in this new
world,and philosophy, or the search for the meaningof
things,becomes the driving force of economics.
Individually, we shall each of us be moreresponsible for
our own destiny, with no organizations there to run our
lives for us, and that will force us to be clear about our own
priorities in life. Circumstances will, therefore, make
philosophers of us all.



SHIFTS OF MIND - Peter Senge

One afternoon I asked Joe Jaworski, "What are the
mcamzm principles, or the organizing principles, with
which this book, Synchronicity. is concerned?" Almost
without hesitation, he responded by describing certain
necessary shifts of mind and the consequences of these
shifts. He acknowledged that this was all very new to him
and that these ideas should be treated as preliminary
insights, initial glimpses into a vast new territory.

First, Joe said, we need to be open to fundanental shifts
of mind. We have very deep mental models of how the
world works, deeper than we can know. To think that the
world can ever change without changes in our mental
models is folly. When I asked Joe more pecifically what
these changes might be about, he said that it's about a shift
from seeing aworld made up of things to seeing a world that's
open and primarily made up of relationships, where whatever
is manifest, whatever we see, touch, feel, taste, and hear,
whatever seems most real to us, is actually nonsubstantial.
A deeper level of reality exists beyond anything we can
articulate.

Once we understand this, we begin to see that the
future is not fixed, that we live in a world of possibilities. And
yet almost all of us carry around a deep sense of resigna-
tion. We're resigned to believing we can'thaveany  «
influence in the world, at least not on a scale that matters.
So we focus on the small scale, where we think we can
have an influence. We do our best with our kids, or we
work on our relationships, or we focus on building a
career. But deep down, we're resigned to being absolutely
powerless in the larger world. Yet if we have a world of
people who all feel powerless, we have a future that's
predetermined. So we live in hopelessness and helpless-
ness, a state of great despair. And this despair is actually a
product of how we think, a kind of self-fulfilling
prophecy.

For the most part, this despair is undiscussable,
especially among successful people. We don't want to talk
about it, because we want to maintain a facade of having
our lives together. So we create all kinds of diversions.
Our culture itself offers abundant diversions. It tells us
that all we need to-worry about is how we look. Work out,
get thebody in shape, dress well. Life is about appear-
ances. Diversions also exist in the story we tell about the
world - that the world is dominated by politics and self-
interest, for example. All these diversions are simply ways
of covering up the deeper sense of despair arising from
our feeling that we can do nothing about the future.

But when we go through this shift of mind, we begin
to realize that the sense of despair we've been feeling
arises out of a fundamentally naive view of the world. In
fact,absolutely everythingaround us is in continual
motion. There's nothing in nature that stays put. When I
look at the leaves on the tree, I am really seeing a flowing
of life. Those leaves won't be on that tree in a couple of
months. Atthis very moment, they're changing. Before
long, they'llbe part of the soil. Before long, they'll be part
of another tree. There's absolutely nothing in nature that
stays put.

One of the great mysteries of our current state of

consciousness is how we can live in a world where
absolutely nothing is fixed, and yet perceive a world of
"fixedness." But once we start to see reality more as it is,
we realize that nothing is permanent, so how could the
future be fixed? How could we live in anything buta
world of continual possibility? This realization allows us
to feel more alive. People like David Bohm and the
management expert W. Edwards Deming had just such
vitality. Where did they get it? Perhaps they had less of
their consciousness tied up in maintaining the illusion of
fixity, so they had a little more life left in them. Because of
how we think, we're strangling the life out of ourselves.
When we start to see the world more as it is, we stop
strangling ourselves.

That afternoon when we talked, Joe said, "When this

fundamental shift of mind occurs, our sensc of identity shifts,

too, and we begin toaccept cacl other as legitimate hiunan
beings." T've only just now reached a point in my life where
I canbegin to appreciate what it would actually mean to
accept one another as legitimate human beings. Part of
that ironclad grip on ourselves which maintains the
illusion of fixity involves seeing our own selves and each
other as fixed. I don't see you; I'see the stored-up images,
interpretations, feelings, doubts, distrusts, likes and
dislikes that you evoke in me. When we actually begin to
accept one another as legitimate human beings, it's truly
amazing.

Perhaps this is what love means. Virtually all the
world's religionshave, in one way or another, recognized
the power of love, this quality of seeing one another as
legitimate human beings.

"Then," Joesaid, "when we start to accept this funda-
mental shift of mind, we begin tosee ourselves as part of the
unfolding. We also see that it’s actually inipossible for our lives
not to have meaning.” The only way I can experience my life
as meaningless is to work as hard as | possibly can to tell
myself it has no meaning. At a deeper level of reality, my
life can't help but have meaning, because everything is
continually unfolding, and | am connected into that
unfolding in ways that I can't even imagine. It takes no
effort of will, no particular skill, no learning, no
knowledge. It is actually my birthright. It's what it means
tobe alive. Robert Frost said that home is that place you
shouldn't have to earn. We don't have to earn this type of
meaningfulnessin our lives. Itis already present.

Joesaid, "Operating ir this different statc of niind and
being, we come to a very different sense of what it means to be
committed.” Inour traditional image of commitment,
things get done by hard work. We have to sacrifice. If
everything starts to fall apart, we try harder, or we tell
ourselves that we're not good enough, or that we don't
care enough to be that committed. So we vacillate between
two states of being, one a form of self-manipulation,
wherein we get things done by telling ourselves that if we
don't workharder, it won't get done; and the other a state
of guilt, wherein we say we're not good enough. Neither
of these states of being has anything to do with the deeper
nature of commitment.

When we operate in the state of mind in which we
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realize weare part of the unfolding, we can't not be
committed. It's actually impossible not to be committed.
Nothing ever happens by accident. Every single thing is
part of what needs to happen right now. We only make
the mistakes that we have to make to learn what we're here
to learn right now. This is a commitment of being, not a
commitment of doing. Wediscover that our being is
inherently in a state of commitment as part of the
unfolding process. The only way tobe uncommitted is to
lose that realization, to once again fall into the illusion that
we aren't participating in life. This discovery leads toa
paradoxical integrity of surrender, surrendering into
commitment: I actualize my commitment by listening, out
of which my "doing" arises. Sometimes the greatest acts of
commitment involve doing nothing but sitting and
waiting until I just know what to do next.

In most of our organizations today, managers who
adopt this attitude would be considered nonmanagers
because they are not doing anything to fix problems.
We're hooked on the notion that commitment and activity
are inseparable. So we create a continual stream of
activity, making sure that everybody sees us doing lots of
things so they'll believe we're actually committed. If we
stay busy enough, maybe we'll even convince ourselves
that our lives have some meaning, because everything is
hopeless, and we're helpless, and we couldn't possibly
affect anything anyhow.

One of the interesting indicators of this paradoxical
connection between our sense of helplessness and our
ceaseless activity is how much difficulty we have actually
saying, "You know, I can't do anything about that." We
often find that people in organizations have to create a
belief that they can make change happen in order to justify
their meaningless activity. So they're caught in an
enormous set of contradictions. At one level, they believe
they can't influence anything. At another level, they create
astory thatsays, "We can make it happen,” and they busy
themselves doing things that they know won't have any
impact. It's like rats on a treadmill; they get tired after a
while. Recently a very successful manager told me that
she had suddenly realized that all her life she had just been
treading water. We live in a contradictory state of frenzied
commitment, of treading water, knowing we're actually
not going any place. But we're terrified that if we stop,
we'll drown. Our lives will be meaningless.

When this new type of commitmient starts to operate, there
is a flow around us. Things just seen to happen. We begin to
see that with very small movements, at just the right time
and place, all sorts of consequent actions are brought into
being. We develop what artists refer to as an "economy of
means,"” where, rather than getting things done through
effort and brute force, we start to operate very subtly. A
flow of meaning begins to operate around us, as if we were
partofa larger conversation. This is the ancient meaning
of dialogue: (dia ® logos) "flow of meaning." We start to
notice that things suddenly are just attracted to usin ways
thatare very puzzling. A structure of underlying causes, a
set of forces, begins to operate, as if we were surrounded
by a magnetic field with magnets being aligned

spontaneously in this field. But this alignment is not
spontaneous at all - it's just that the magnets are respond-
ing to amore subtle level of causality.

When we started the MIT Center for Organizational
Learning a few years ago, a most remarkable thing began
to happen. People just started showing up. In one period
of about two or three months, three incredible women
showed up. [ had met them eleven years before ata
particular meeting, and I had begun to think about them
again because the work they were doing connected in
important ways to new developments at the Center. ButI
didn't know how to reach any of them, or even where they
lived. Within two months, cach of them had called and
said that she had learned about what we were doing and
wanted to see how she could help.

Thecauses for such incidents arc very hard for us to
understand, but it appears that when we start to operate in
this new state of mind, grounded in this different
commitment, something starts to operate around us. You
could call it "attraction” - the attractiveness of people in a
state of surrender.

Lastly, whein we are in a state of commitment and
surrender, we begin to experience what is sometines called
“synchronicity.” In other words, synchronicity is a result.
It'simportant to understand the underlying causes of
synchronicity, because if we don't, we might actually try to
bring aboutsynchronicity in the same way we try to
control the rest of our lives. People tend to elevate
synchronicity into a sort of magical, mystical experience.
In fact, it's very down to earth. Water flows downhill
because of gravity. Of course, gravity itself is a pretty
mysterious phenomenon. It scems to be a type of field, as
if all physical objects in the universe have some attraction
for one another. But even though no one knows exactly
how gravity works, we can observe the result: water flows
downhill. We don't argue about the result because it is
observable. That's much the way synchronicity seems to
operate in this field of deep commitment.

In the same sense, this attractiveness, the field that
starts to develop around people who have experienced
these shifts of mind, creates a phenomenon that Joe calls
predictable miracles. "Miracle” is a funny word because it
connotes the unusual or mysterious. But in fact, what is
"miraculous” might be just what is beyond our current
understanding and way of living. 1f we were not making
such an immense effort to separate ourselves from life, we
mightactually live life day to day, minute to minute, as a
series of predictable miracles.

When westart to accept this
fundamental shift of mind, we
begin to see ourselves as part of the
unfolding. We also see that it's
actually impossible for ourlives
not to have meaning.
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STRATEGICINTENT -

The dream that energizes a company is often some-
thing more sophisticated, and more positive, than a simple
war cry. The dream of British Airways, enunciated shortly
after its privatization in early 1987, was to become "The
World's Favourite Airline." Given BA's reputation for
lackluster service (a bit of British understatement, that)
customers could have been forgiven for regarding BA's
aspiration with incredulity. Yetby 1992, Business Traveler
was rating BA as the best transatlantic airline, and number
two worldwide only to Singapore Airlines. If not "the"
world's favorite, BA had become one of those very few air-
lines that people would actually go out of their way to fly.

Strategic intent is our term for such an animating
dream. Strategic intent is strategic architecture's capstone.
A strategic architecture may point the way to the future,
but it's an ambitious and compelling strategic intent that
provides the emotional and intellectual energy for the
journey. Strategic architecture is the brain; strategic intent
is the heart. Strategic intent implies a significant stretch for
the organization. Current capabilities and resources are
manifestly insufficient to the task. Whereas the traditional
view of strategy focuses on the "fit" between existing
resources and emerging opportunities, strategic intent
creates, by design, a substantial "misfit" between resources
and aspirations.

As the distilled essence of a firm's strategic archi-
tecture, strategic intent also implies a particular point of
view about the long-term market or competitive position
that a firm hopes to build over the coming decade or so.
Hence, it conveys a sense of direction. A strategic intent is
differentiated; it implies a competitively unique point of
view about the future. It holds out to employees the
promise of exploring new competitive territory. Hence, it
conveys a sense of discovery. Strategic intent has an emo-
tional edge toiit; itis a goal that employees perceive as
inherently worthwhile. Hence, it implies a sense of destiny.
Direction, discovery, and destiny. These are the attributes
of strategic intent.

A Sense of Direction

Ask a third- or fourth-level employee in your
company, "Where are we trying to getto asa company?"
Our experience has been that few employees will be able
to articulate anything more than vague ideals ("be market-
led") or short-term operational goals ("improve profit-
ability," "lower costs," or "achieve faster cycle time"). In
most companies employees don't share a sense of purpose
above and beyond that of short-term unit performance.
Lacking a compelling sense of direction, few employees
feela compelling sense of responsibility for competi-
tiveness. Most people won't go that extra mile unless they
know where they are heading.

We've all heard, in one form or another, the familiar
middle management lament: "We could be so much more
successful if head office would just butt out and let us get
on with the job." But the lament has a chorus: "We could
be so much more successful if only we had a clearer sense
of direction. Wejust don't seem to have a clear idea of
where we're trying to get to."

Gary Hamel & C.K. Prahalad

How can we make sense of theseseemingly conflicting
demands? What are mid-level managers really saying
about top management? We believe it's pretty simple:
Most companies are overmanaged and underled. It is fair
to say that in most corporate headquarters, far more effort
goes into the exercise of control than into the provision of
direction. What unit managers and their reports are
rebelling against is the dead hand of corporate bureau-
cracy and the frustration of trying to make choices in the
absence of an overarching sense of purpose.

A senior executive at Nissan remarked in 1992 that
"GM is a powerfulcompany, but they aren't clearly
directing that power. If some (employees) turn left, and
some turnright, a company cannotmove forward." Not
that Nissan doesn't have its own problems, but the point
being made was that although GM was powerful in terms
of resources, its lack of a unifying sense of purpose meant
that individual efforts were unlikely to be cumulative.
Lack of direction almost ensures that units will work at
cross-purposes, that priorities will be set capriciously, and
that consistency will too often be sacrificed on the altar of
expediency. Ne wonder unit managers are frustrated.

Bureaucracy and its control over capital spending,
financial rewards, planning, procedural guidelines, and
organizational design is supposed to prevent people from
turning leftand tyrning right. Itis supposedtobea
system of checks and balances that prevents individuals
from pursuing idiosyncratic and competing objectives.
But without a point of view about corporate direction,
bureaucracy is likely to be little more than an enforcer of
corporate orthodoxies. Individual and unit freedom are
circumscribed by measures of financial viability that are
agnostic with respect to ends, and by the enforcement of
operating traditions that are blind to the possibility of
profound industry change. In reality, the bureaucracy
works not somuch to keep people from turning left or
right, but to ensure that anyone who tries to do so has to
walk through molasses to get anywhere.

Bureaucracy blocks initiative and creativity atevery
turn. Bureaucracy constrains the range of available tactics,
but generally leaves open the question of ultimate goals.
Hence, in many companies it is the means that are
constrained rather than the ends. With no particular point
of view about long-term corporate direction, the definition
of "core" business changes every few years, acquisitions
and divestments are made with no logic other than short-
term financial expediency, and market and product
development efforts are often hamstrung by a lack of
constancy. At the same time, orthodoxies about which
channels to use, the definition of the product concept, and
where in the value chain to take profits constrain tactical
freedom. Often the combination of directional ambiguity
and tactical orthodoxy poses a substantial threat to future
prosperity: "We don't know where we're going, but we're
not going to stray from familiar paths."

Top management has not been deaf to the pleas of
mid-level managers and first-line employees for more
freedom. Decentralization is in vogue. "Devolve,
devolve" is chanted like amantrain corporate board-
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rooms. Bureaucracy bashing, delegation, and empower-
ment are strutting the catwalks of managerial fashion. Itis
right they should attractadmirers. Delegation and enpot-
erment are not just buzzwords, they are desperately
needed antidotes to the elitism that robs so many com-
panies of so much brain power. Thus, corporate staff
groups, the guardians of conformance, have had their
numbers slashed. Corporate vice presidents have been
told they're "coaches" and should leave the "playing" to
unit managers. Authority has been pushed down, capital
spending limits have been raised, the number of reviews
cut, and the rituals of planning and capital allocation
simplified. Unit managers havebeen told to behave as if
it's their business.

Although the principle of ceding responsibility for
strategic decision making to those closest to customers and
competitors is good medicine, like any other management
wonder drug an overdose may prove toxic. Dismantling
bureaucracy without putting in its place a clear and com-
pelling sense of direction is a recipe for chaos. Empower-
ment without direction is anarchy.

Individual freedom and delegation often yield
unexpected successes, but something more is needed if the
goal is to position a company for leadership in complex
systemic opportunities like interactive home enter-
tainment systems (Time Warner's dream), the develop-
ment of superjumbo aircraft (where Boeing is attempting
to take the lead in an international consortium of airframe
manufacturers), or the development of an electrically
powered automobile (where Ford and GM are collabor-
ating). These opportunities have 10- to 20-year time
frames and require the integration of complex skills from
both within and without the firm. Isolated and undirected
entrepreneurial teams are unlikely to make much of a dent
in them.

Brownian movement generates little forward
progress. Better, we believe, is creativity in the service of a
clearly prescribed strategic intent. Creativity should be
unbridled, but not uncorralled. Stategicintent is more
specific aboutends than it is about means. Strategic intent
ensures consistency in direction. Because every valeand
hillock cannot be anticipated, strategic intent must be
broad enough to leave considerable room for experimenta-
tion in how to reach the destination. Strategic intent
broadly constrains the "where," but not the "how."

Sense of Discovery

There beats in every person the heart of an explorer.
The joy of discovery may be found in the pages of a new
cookbook, in abrochure of exotic vacations, in an
architect's plans for a custom-built home, in the trek to a
remote trout stream, in the first run down a virgin-
powdered ski slope, or in the birth of a child. Weare all
seduced, to one degree or another, by the opportunity to
explore the unfamiliar. Thus, it's notsurprising that when
acompany's mission is largely undifferentiated from that
of its competitors, employees my be less than inspired.

Recently one of us made a presentation to the top 15

officers of alarge multinational company. We showed
them their company's mission statement. No one
demurred; yes, that looked like their mission statement.
Only what was there on the screen was .n.ﬁﬂ:m:v\ the
mission statement of their major competitor!

What value is a mission statement, we asked, if it is
totally undifferentiated? Whatchance does it offer to stake
out a unique and defensible position in an already over-
crowded market? In fact, if we took the mission state-
raents of 100 large industrial companies, mixed them up
tonight while everyone was asleep, and reassigned them
atrandom, would anyone wake up tomorrow morning
and cry, "My gosh, where has our mission statement \
gone?"

Why should employces carc about a garden variety
mission statement? A strategic intent should offer
employees the enticing spectacle of a new destination (as
in Bell Atlantic's quest to bring a whole new range of infor-
mationserviceto its subscribers), or atleast new routes to
well-known destinations (as in Toyota's foray into the
luxury car business).

A Sense of Destiny

Strategic intent must be a goal that commands the
respect and allegiance of every employee. The destination
must not only be different, it must also be worthwhile.
The intent of theApollo program was as competitively
focused as Komatsu's drive against Caterpillar, butithad a
deep emotional appeal as well. In articulating the goal of
reaching the moon before the end of the 1960s, John F.
Kennedy reminded Americans of their destiny to explore
new frontiers. Given Japan's long linguistic and geograph-
ical isolation, the emotional impetus 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 companics, in partnership with the
government, had invested more than $130 million over
seven years in this endeavor.

Perhap one of the mostambitious, and emotionally
compelling strategic intents ever articulated was Christ's
command to his tiny and impoverished band of followers
to "Go into all the world and preach the gospel." While
few corporate intents are likely to invoke such lofty ideals,
webelieve that any strategic intent must contain pathos
and passion. Too many mission statements fail entirely to
impartany sense of inission. For this reason we prefer
goals that are focused on making a real difference in the
lives of customers. Apple's quest to develop truly user-
friendly computers is one example. Undoubtedly, many
of those who worked so feverishly first to bring the Lisa
and then the Macintosh to market will look back on those
endeavors as the most rewarding years of their profes-
sional lives.

In this sense, strategic intent is as much about the
creation of meaning for employees as it is about the
establishment of direction. We often ask managers, if we
fast forward 10 or 15 years, what collective accomplish-
ment would you like to point to as evidence that the last 15
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years of your working life were the most exciting, reward-
ing, and purposeful of your entire career? In other words,
what is the legacy you want to leave behind? We believe
that every employee has the right to feel that he or she is
contributing to the building of alegacy - something of
value that is bigger and more lasting than anything that
one could accomplish on one's own. Many companies are
beginning to realize that all their employees have brains.
How many companies, we wonder, understand that their
employees have hearts as well?. When queried as to his
job, ajourneyman stonemason at work on St. Paul's in
London replied, "I build cathedrals." How many
corporate stonemasons today feel they are building
cathedrals, we wonder?

A few years ago one of us was advising the senior
management team of a U.S. electronics manufacturer and
visited its manufacturing facility "deep in the heart of
Texas." Coinciding with a shift change, the visit provided
an opportunity to chat with employees about their jobs
and their company. We asked a group of about 30
employees who they thought were their major competi-
tors. Surprisingly, very few could name their major global
competitor in their particular product line. The question,
in what respects are you more or less competitive than this
rival, drew a complete blank. These reactions provided an
excuse to share with these first-line employees the same
competitive data (market share, growth, cost, innovation,
productivity, and so forth) that had recently been the
subject of discussion with senior management. The
consequences of failing to remain competitive were also
discussed, in terms of the disadvantage their customers
would face if they were forced to buy the same compon-
ents from more vertically integrated Japanese supplier/
competitors. At the end of our discussion an outsized and
gruff-looking employee remarked, ina very quiet voice,
that:

I have worked here for eight years. The pressure for yield
improvement, quality improvement, cost improvement never
goes away. But I never had any sense of being part of a world-
wide team, fighting a worldwide war. And [ never really
understood the consequences of winning or losing.

This was sad to hear. This group of employees had
been continually exhorted to do better, try harder, run
faster, and kick more goals, yet there was no scoreboard
that meant something to them. People just don't get
interested in the game if there's no scoreboard. And the
scoreboard of top management - shareholder returns - is
likely to exert very little emotional pull on an employee
several levels removed from the person defending himself
or herself in front of shareholders.

Most human resource managers can tell you if
employees are satisfied. In many companies, some form of
ahappiness index is used to measure employee satisfac-
tion with pay and conditions. But strategic intent aims to
create employee excitement, not just employee satisfac-
tion. The more excited a worker is, the less are remuner-
ation and hygiene the sole barometers of contentment. In
high-drama, high-purpose organizations like Data

Generalin theearly years, described in The Soul of a New
Machine, excitement often runs roughshod over satisfac-
tion. Bosses who impose impossible deadlines, 80-hour
workweeks, and minimalist creature comforts may be
willingly accommodated in the quest for greatness.

The responsibility of an employee to work diligently
for the success of the firm, the cornerstone of a contract of
employment, has acounterpart. It is senior management's
responsibility to imbue that work with a higher purpose
than a paycheck. The appeal to emotion as well as intellect
must be based on more than the prospect of personal
financial gain. It is impossible to create a financial reward
system so finely tuned that the single-minded pursuit of
personal gain will not, in the longer run, dilute firm
success. In the absence of an overarching strategic intent,
the establishment of profit-center accountability for every
unit and performance-linked compensation for every
employee may have significant and unexpected toxic side
effects: interunit competition that fails to recognize the
rewards of cooperation; fruitless debates about revenue
sharing, transfer pricing, and allocation of overheads; and
too much of a preference for the quick and the expedient.
An emotionally compelling and broadly shared intent is a
counterweight to these tendencies.

A goal simply to be the biggest or to reach a certain
size is also unlikely to capture the imagination of
employees. Becoming a $25 billion company or, as it was
in the case of IBM, a $100 billion company is not a strategic
intent for it implies no particular direction. The pursuit of
growth for growth's sake is likely to end in, for example,
unrelated acquisitions that don't pan out, costly share
gains ininherently unattractive markets, or overspending
on R&D in abusiness that is in permanent decline. While
the quest for growth is intrinsic to almost any strategic
intent, the real emotional umph comes when a company
can articulate what it is growing toward. Creating new
competitive space, taking on the best and winning, or
delivering totally unexpected benefits to customers all
have a deeper appeal than simply hitting some numerical
milestone. It is, perhaps, a tautology, but only
extraordinary goals provoke extraordinary efforts.

Strategic intent must be a goal that
commands the respect and allegiance of
every employee. The destination must
not only be different, it must also be
worthwhile.
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: THE "WAVE" METHOD - Mirja Hanson

This is a method that is interactive and can enable a group to sort out lots of environmental factors that are affecting
their situation or organization in a short time. This can be used as a preliminary exercise to amore detailed planning
process or as a way to focus on key arenas of change that need attention. It is most helpful to have a variety of
perspectives "around the table" so that acomprehensive view of the environment can be accessed.

This method is based on the observation that change often appears to have a wave-like character. Forces of change
or early experimentations are often overlooked by most people who are operating with a sct of unquestioned
assumptions due to their acceptance of conventional wisdom. In the United States, for example, many consumer trends
are first seen in California. The open environment of this state often has led the nation in estabishing new patterns of
behavior suchas the role of consumer concern with the environment. Also, due to its diverse population, thereare
many cultural influences that laterbecome "mainstream” for tiie rest of the country.

In business, "edges" or boundary ideas are many times located in small companies long before the large
multinationalfirms take them asstandard practices. Tom Peters often finds his radical recommendations being
practiced in smallcompanies throughout the world. Perhaps more important are finding those ideas and trends in one
part of society thatwill affect other, disrelated, parts of society. For example, the growth of two income families has
raised the need for companies to examine polices of parental leave for maternity for both parents or the establishment of
day care facilities on-site. Another example is the trends in health care have shifted company health benefits towards
prevention rather than just cost coverage.

The Method

1. Start thesession with a contextof how change.accurs in a wave-like pattern. Give several examples of your own
from a variety of fields. (Alvin Toffler's Future Shock and The Third Wave can provide some good images and stories.)
Ask the group to give their own examples.

2. Draw a board image of an extended wave and divide it into four parts. On the left arc Boundary Ideas, followed
by Emerging Trends, then at the top of the wave are Established Norms and finally on the right are Dying Practices.

3. Have the group brainstorm dimensions of the wave as they presently see it, listing their suggestions under the
appropriate part of the wave. Two importantfacilitationtips. It is often helpful to list specific ideas, events or examples
rather than having the group try and list trends immediately. Often trends can only be seen from the relationship
between events. Secondly, try and list ideas and examples from areas that are not directly related to the focus area.
"What is going on in other parts of society that could affect our future in this (the focus topic) arca?" Make lines and
arrows to connect different ideas and to show relationships.

4. Have participants indicate those that are most relevant to the future discussion and work of the group and note
them with a star. Ask which are most powerful, need furthur exploration or capture their imagination.

5. Transfer these noted items to a flipchart and have a brief discussion on what the implications are for our
organization. Be sure you are covering both threats and opportunities.

Established §Norms
Boundary Ideas merging Trends Dying Practices
—
BOUNDARY IDEAS EMERGING TRENDS ESTABLISHED NORMS DYING PRACTICES
* New Horizons * Idea whose timehas ® Statusquo e Ideas whose time has
come gone
¢ "Bleeding edge" e "Triedand true"
* Experimental ideas * No longer relevant
¢ Emerging generation * Ideas in "good
¢ Getting some resource currency" ¢ Outdated way
¢ Ideasnotin "good support and backing
currency" e Hard to dislodge e What's "Out"
¢ Gaining momentum
¢ Radicalideas e Standard operating
¢ Practice gaining procedures
popularity
e What's "In"
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