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FOREWORD


NOT SINCE THE dawn of the Industrial Revolution have managers had more to learn (and unlearn) about the art of business leadership. And seldom have they been offered so much diverse and confusing advice. The reason for the current upheaval in management thinking is the arrival on the world scene of a revolutionary new ‘system for creating wealth’. Historians can slice the past into countless slivers. But in terms of transformational change, there have been only a few true turning points in history, each associated with the emergence of a different system for wealth creation.


The invention of agriculture provided the human race with a new way to convert the earth’s resources into wealth, and almost everywhere launched a ‘First Wave’ of change in civilization that gave rise to peasant-centered economies and eventually supplanted hunting and foraging as the primary means of human subsistence.


Similarly, the Industrial Revolution triggered a ‘Second Wave’ of change that gave us a factory-based system for wealth creation. In turn, this led to mass production, the drive for larger and larger markets, and the need for bigger, ever more bureaucratic business organizations. Until very recently, most of what was taught in management texts and in schools of business reflected ‘Second Wave’ thinking.


Based on assumptions of linearity and equilibrium, and heavily quantified, the dominant management paradigm paralleled the mechanistic assumptions of western economics, which, in turn, attempted to parallel Newtonian physics. This multileveled parallelism—the belief that management ‘science’ fitted perfectly with economic ‘science’ and that both were compatible with what was known about physics—made the industrial management paradigm enormously persuasive.


Indeed, all three of these disciplinary ‘layers’ formed parts of an even larger set of epistemological and philosophical ideas which has elsewhere been described as ‘indust-reality’—reality as perceived through the eyes of people reared in an industrial culture. In short, the dominant business paradigm of the Second Wave era was part of a much larger architecture of thought.


In 1970, we publicly attacked the prevailing paradigm for the first time in our book Future Shock, and suggested that businesses were going to restructure themselves repeatedly and move ‘beyond bureaucracy’; that they would have to reduce hierarchy and take on the character of what we termed ‘ad-hocracy’. At the time, all this sounded sensationalist to many readers. We had a similar experience in 1972, when we delivered a consulting report to AT&T, then the world’s largest privately held corporation, saying that it would have to break itself up. For years, that report was literally kept hidden from the very managers who needed to prepare the firm for the break-up which, in fact, came 12 years later—the biggest and most excruciating corporate breakup in history. And when in 1980, in our book The Third Wave, we coined the term ‘de-massification’ to describe the coming move beyond mass production, mass distribution, mass media and socioeconomic homogeneity, we again were thought by some to be too visionary.


We suspect that many of the contributors to this volume have faced comparable skepticism. The reason is simple: anyone who attacks a dominant paradigm too early can expect to be regarded with suspicion by the reigning intellectual and academic establishment. But paradigms—including management paradigms—are not permanent. And the industrial era management model, especially in the US, is now blowing its bolts and rivets.


Today’s knowledge revolution, having launched a gigantic ‘Third Wave’ of economic, technical and social change, is forcing businesses to operate in radically new, continually shifting ways that stand Second Wave notions on their head. The industrial faith in such things as vertical integration, synergy, economies of scale and hierarchical, command-and-control organization is giving way to a fresh appreciation of outsourcing, minimization of scale, profit centers, networks and other diverse forms of organization. Every shred of industrial-era thinking is now being rescrutinized and brilliantly reformulated.


It is precisely when an old paradigm crumbles and the new one is not yet fixed in place that we get great bursts of creative thinking. This is such a moment, and some of today’s most innovative thinking about management is reflected in these pages.


Of course, as in any collection, some contributions are better than others, some fresher and more pioneering than others. But the overall thrust of this volume is exciting. It offers us a work-in-progress picture of a new business paradigm in the making.


What is still missing from this paradigm is a strong link between emergent Third Wave management thinking and Third Wave economics. One reason for this is a disparity in the relevant rates of change. While business theorists and management consultants like those in this book are exploring many aspects of the new business reality and rapidly reporting their findings, economists, with some notable exceptions, remain imprisoned by their own previous successes, seldom venturing into Third Wave territory.


A good example of the current disparity has to do with knowledge—the primary factor of production in the new system for wealth creation. An increasing amount of work is being done by consulting firms on questions of knowledge management—the assessment of knowledge assets, new approaches to organizational and individual learning, attempts to create a metric for dealing with knowledge. By contrast, mainstream economists, for the most part, ignore or underestimate knowledge as a factor of production.


If ‘thinking outside the box’ has become a buzzword among smart business people and their advisers, economists do so at far greater risk to their reputations in the profession. As a result, Third Wave economics is still in its pre-natal stage, and the intellectual framework that might unify management theory and economics is not yet in place. The task of creating that framework still lies ahead.


What business practitioners—as well as their economists and advisers—will need, however, is an even more comprehensive model of the oncoming Third Wave reality, not just focusing on economics and management issues, but showing how these must respond to social, technological, political, cultural and religious shocks—of which there will be plenty in the years immediately ahead.


Many of these can be anticipated, as can their impact on business, and they need to be taken into account, since a sudden massive swing in any one could wreak as much havoc on a company or industry as could an economic change. Unfortunately, these broader issues still lie outside the frame of reference of most business thinkers and economists alike.


Nevertheless, the distinguished contributors to these pages provide important conceptual components out of which the next business paradigm will be built. The chapters teem with provocative, illuminating ideas, good questions, fresh insights and alternative ways of thinking about the competitive/cooperative combat to come. As the Third Wave system for wealth creation spreads, marked by hypercompetition, successive technological revolutions and social dislocation and conflict, it is creating high unpredictability and non-linear conditions. Business leaders and strategists who wish to flourish in so turbulent and revolutionary an environment will ignore this book at their peril.


Alvin and Heidi Toffler
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RETHINKING BUSINESS


Rowan Gibson


BACK IN THE 1960s and early 1970s, there was a general sense of certainty about where we were going and how to get there. Successful corporations, powerful post-war economies and long-established institutions were driving to the future like large luxury sedans on a wide open freeway. They imagined they saw a long, straight road stretching out before them into the distant horizon, one that could be traveled in much the same way as the road they had left behind. The future, it seemed, belonged to them.


Nothing could have been farther from the truth.


The lesson of the last three decades is that nobody can drive to the future on cruise control. Business books are replete with examples of apparently invincible corporations who fell asleep at the wheel and paid a heavy price. For many, the punishment came unexpectedly from foreign competitors, who had appeared to be insignificant dots in the rear-view mirror, but who raced past in the mid-1970s and early 1980s to become the new industry leaders. Others were overtaken by smaller, more entrepreneurial players who took advantage of the intersections—or entry points on to the freeway—that rapidly advancing technology began to create. In the space of just a few years, the roads that many once thought they owned became crowded, competitive arenas. And the journey turned into a race.


During that period, hundreds of companies dropped from the Fortune 500, falling behind to become laggards or bystanders on the road to the future, as Gary Hamel and CK Prahalad refer to them. Not a few of the former leaders left the race altogether and skidded off into oblivion. The ‘excellence’ myth, which was born and so widely believed at the beginning of the 1980s, was dead before the end of the decade.


Economically, too, our journey to the future has turned out somewhat differently than we expected. In the immediate post-war period, the USSR was growing faster economically than the US, and if this trend was extrapolated the Soviet Union would actually overtake the US in terms of GNP (gross national product) by the mid-1980s. In the event, contrary to everyone’s expectations, the Soviet Union suddently shifted into reverse gear, falling apart seemingly overnight as the 1980s gave way to the 1990s. By that time, the US had found itself competing with two formidable new economic superpowers which it had helped create, namely Japan and the House of Europe, centered principally on Germany.


During the 1980s, people were predicting that Japan’s fast-growing GNP would be the highest in the world by the year 2000. Several Asian tiger economies were also racing to the future in the fast lane, consistently boasting growth rates of over 8 percent each year. But by 1998, Japan’s economic situation was a miserable embarrassment to its government, and East Asia’s miracle boom had come to a dramatic and humiliating end. Thailand’s government issued a statement in the November 24, 1997 issue of Time magazine that read: ‘The growth seemed as if it would go on indefinitely…we didn’t see the danger signs soon enough’. Evidently, neither did many of the world’s major banks, investors and corporations.


There have also been other major changes over the years which were largely unanticipated. Three decades ago, for example, our lives and our societies were held together by powerful institutions—the government, the law, the education system, the church, the family, the work organization. We respected them. We entrusted them with our future. We allowed them to manage and control us. But not any more. Like ancient rock formations pounded by turbulent seas of change, these old sources of authority have been relentlessly eroded by new technologies and ideologies that have shifted power irreversibly from the institution to the individual.


And what about capitalism itself? That great road to progress and prosperity—or so we thought back then. Many voices are now asking where capitalism is actually leading us. Or why we are racing to get there. And what that race is doing to our lives, to our communities and to our environment. These are uncomfortable questions. These are uncomfortable times.


Today, as we look to the future, there is no certainty at all about where we are going or how to get there. We no longer see a long, straight freeway stretching into the horizon. Instead, we find ourselves staring at the end of the road! For the close of the twentieth century might be said to represent the end of a whole order of things. The end of the industrial paradigm. The end of the post-war world. The end of management. The end of the welfare state. The end of Communism and of post-war capitalism. Perhaps even the end of history (according to Francis Fukuyama).


What lies beyond the end of the road? In his book Powershift, Alvin Toffler describes it as terra incognita—the uncharted landscape of tomorrow. Up ahead we see a world of chaos and uncertainty. A world of accelerating change. A world where economics will be based not on land, money or raw materials but on intellectual capital. Where competition will be fierce and where markets will be merciless. Where small companies will outsmart giant corporations on a global scale. Where customers will have infinite access to products, services and information. Where networks will be more important than nations. And where you’ll either be doing business in real time, or you’ll be dead.


In place of certainty, there is a sense that our industrial societies are in deep trouble, as we drive collectively towards what scientists call the edge of chaos—a period of violent transition when the old order of things finally gives way to the new. Yet, at the same time, there is also a sense of tremendous adventure and of opportunity for all.


Preparing for tomorrow


As we prepare to drive off the road and on to the unfamiliar terrain that lies ahead, it becomes clear that we are going to require a new kind of vehicle, some very different driving skills and a whole new sense of direction. But, even more fundamentally, we will need to challenge all our personal and organizational assumptions about the world we are heading into—the very different world of the twenty-first century. In short, we need to rethink the future. But since the future is so all encompassing, how do we actually go about rethinking it?


In this book, I have gathered together the views of some of the world’s leading business thinkers—not by rehashing their many books, articles and speeches, but by engaging them in personal conversations about their visions for the twenty-first century. In these one-to-one dialogues, which took place over a period of several months, they shared unique insights with me about tomorrow’s world. And how to prepare for it today.


The thoughts which they express on these pages are stimulating, provocative and sometimes controversial. Inevitably, there are also tensions and differences between them, as well as some overlap between the various chapters and sections. But nowhere else, to my knowledge, will you find all these ideas contained in one book.


My goal was to make this examination of the future as multifaceted as possible, in order to synthesize a more holistic point of view about where things might be going. For this reason, you will find conversations in this book with specialists from widely different fields: trend forecasting, global economics, management practice, marketing strategy, business process reengineering, information technology, organizational learning and the art of leadership.


What you will not find are any easy answers. There is no ‘yellow brick road’ to the future, no quick short-cut, no ‘one best way’. Instead, by giving you a panoramic view of the whole landscape, I have attempted to help you find a pathway through that landscape that is uniquely your own.


To this end, I have refrained from using the introduction to this book as a forum for summarizing our discussions, or for recycling or repeating the ideas of the contributors. My objective is not to present some great universal solution that is the sum total of all the thoughts contained within these pages. Rather, it is to let the specialists speak for themselves, affording you the opportunity to listen to each of them, to reflect on the implications of their words and to draw your own conclusions, thereby clarifying and deepening your personal vision. After all, by definition, rethinking the future is a process which we have to go through individually.


However, in the process of conducting and editing the interviews, three common themes emerged which, to me, represent the most important messages of the book. The first of these themes is ‘the road stops here’—the realization that the future will be different from the past. This may sound obvious, and most of us have always known it to be true. But we behave as if it were not so. Many of today’s leaders still cling to the idea that things have somehow gone wrong but that they can be fixed, so that we can return to the way things are supposed to be. This is delusionary. The past is gone. The road that we have been traveling for decades is coming to an end. From here on, the journey to tomorrow will be an off-road experience, and we need to change our mindset accordingly.


The second theme is ‘new times call for new organizations’. We won’t get far driving a luxury sedan in a Paris–Dakar rally. What we need is a completely new kind of organizational vehicle that can handle the rough and uncertain business landscape into which we are traveling. One that reflects the information age of the future, rather than the industrial age of the past.


The third theme is ‘where do we go next?’. Faced with an uncertain journey into a confusing world, organizations are going to find it increasingly difficult to make confident strategic decisions. The underlying message of this book is that we are going to need a vision, a destination, a point of view about the future, a direction in which to channel the efforts of the people we work with. We will not develop such a vision by looking at a map. There are no maps of terra incognita. Instead, leaders will have to look ahead and explore the horizon for themselves. They will have to create their own ideas about where they should be going, and then point the way forward for their organizations in a compelling way.


The road stops here


For a long time we have known deep down that the future will be different from the past. Every science fiction writer, from Jules Verne to William Gibson, has reminded us of that. But what we have stubbornly refused to believe is that the future will be different than we expect it to be. Most of us still behave as if the future will be a linear extrapolation of the present, like a long straight road that stretches into the horizon.


This erroneous attitude towards the future is rooted in our culturally ingrained notions of predictability and control. In their book The Great Reckoning, James Dale Davidson and William Rees-Mogg talk about ‘false conclusions programmed into our lives like a computer virus’. They argue that our world view has been shaped for centuries by a Newtonian perception of reality, in which change appears to be linear, continuous and, to some extent, predictable. Where A leads to B leads to C leads to D.


Chaos theory tells us that the opposite is true. As Michael Crichton writes in Jurassic Park: ‘Chaos theory teaches us that straight linearity, which we have come to take for granted in everything from physics to fiction, simply does not exist. Linearity is an artificial way of viewing the world. Real life isn’t a series of interconnected events occurring one after another like beads strung on a necklace. Life is actually a series of encounters in which one event may change those that follow in a wholly unpredictable, even devastating way.’


As our world becomes more complex and interdependent, change becomes increasingly non-linear, discontinuous and unpredictable. Therefore the future becomes less like the past. And less like we expected it to be. We find that A might lead to E, then on to K and suddenly to Z! This realization calls for an entirely new way of looking at the future in our corporations, in our societies and in our personal lives.


Rethinking the Future is about replacing the old mindset—the idea that we could to some extent control, order and predict the future—with a new mindset based on discontinuous change. It is about accepting aberration as the norm.


The fact is that the future will not be a continuation of the past. It will be a series of discontinuities. And only by accepting these discontinuities and doing something about them will we stand any chance of success and survival in the twenty-first century.


The exciting thing about discontinuity is that it breeds opportunity. It means that nobody owns the twenty-first century. But in order to grab hold of the future we have to let go of the past. We have to challenge and, in many cases, unlearn the old models, the old paradigms, the old rules, the old strategies, the old assumptions, the old success recipes.


On this, all of the book’s contributors agree. Here, for example, are some of the statements that await you on the pages ahead:


Charles Handy: ‘You can’t look at the future as a continuation of the past…because the future is going to be different. And we really have to unlearn the way we dealt with the past in order to deal with the future.’


Peter Senge: ‘We have to stop trying to figure out what to do by looking at what we have done.’


Michael Hammer: ‘If you think you’re good, you’re dead. Success in the past has no implication for success in the future… The formulas for yesterday’s success are almost guaranteed to be formulas for failure tomorrow.’


CK Prahalad: ‘If you want to escape the gravitational pull of the past, you have to be willing to challenge your own orthodoxies. To regenerate your core strategies and rethink your most fundamental assumptions about how you are going to compete.’


These messages could not be more explicit. They are telling us that the road stops here. That we have to stop seeing the future like some great imaginary freeway stretching into the horizon. That, despite the title of Bill Gates’s bestseller, there is no road ahead.


Roads are linear, and linear thinking is useless in a non-linear world. Instead, we have to make an intellectual leap from the linear to the nonlinear. From the known to the unknown. From terra firma to terra incognita.


This book offers insights into some of the major areas of discontinuous change that will affect us all in the twenty-first century. The contributors examine the following issues:


[image: image] Why is the nature of competition changing so drastically? And what should we be doing about it?


[image: image] What exactly is the new ‘network economy’? How will it work? And why will it be so fundamentally different from the industrial economy?


[image: image] Will it be better to be big and powerful or small and flexible in the global economy? Should companies be broadening their product lines in order to serve the world? Or should they become more specialized and focused?


[image: image] Will technology make geographical location increasingly irrelevant? Or will it make particular locations more important for particular industries in the twenty-first century?


[image: image] Why will the global economic battle of the twenty-first century be so different from previous economic battles? How important will Asia’s role be in that battle? Will the modernization of Asia shift the world’s center of economic, political and cultural gravity from the West back to the East?


[image: image] Now that the old fight between communism and capitalism is basically over, will a new fight emerge between the different forms of capitalism? Does the concept of capitalism have a bright future at all? Or has economic progress turned out to be an empty promise?


[image: image] As technology democratizes not just our workplaces, but our societies and our world, does it mean the end of government as we know it? Are we heading into a world that is essentially ungoverned, out of our control?



New times call for new organizations



Tomorrow’s new times will bring new ways of competing. And the companies who are going to be successful are the ones that will grasp them first and overcome all the normal organizational barriers to doing things differently. As Michael Hammer says, ‘In an environment of change, you don’t want a very rigid organizational structure. You want one that allows you to adapt.’


Driving into terra incognita calls for a completely new kind of organizational vehicle that bears little or no resemblance to the big ‘luxury sedans’ of the past. The winners of the twenty-first century will be those who can transform their organizations into something that more resembles a jeep—an all-wheel drive, all-terrain vehicle that is lean, mean and highly maneuverable. One that can move and shift direction quickly in uncertain territory, reacting rapidly to the changing nature of the business environment, the changing nature of competition and the changing needs of the customer.


Despite the mechanical metaphor, this new vehicle will have to have the nature of a biological organism, not a machine. It will be a distributed network of minds, of people working together and learning together, some inside the organization and some outside. It will be intelligent. It will be driven by the engine of human imagination. It will invite customers and partners to climb aboard and come along for the ride. And it will be conscious about the way it affects the natural environment.


This new vehicle—the organization of the twenty-first century—cannot be created through continuous improvement. It can only be created through radical change. Hammer calls it ‘reversing the industrial revolution’. He believes that the only way to turn rigid old organizational structures into ones that allow us to adapt is by abandoning the whole organizational model of the past century, along with the assumptions on which it was based. Peter Drucker anticipated this years ago when he wrote that ‘every organization has to prepare for the abandonment of everything it does’.


What we are talking about here is a task of immense proportions. Senge compares it to ‘going through the eye of a needle’. But, whether we like it or not, if we want to stay in business in the next century, the change has to be made. For, as Prahalad puts it: ‘If you don’t change, you die!’


Unfortunately, there is no pit stop on the race to the future; nowhere to rest up and reinvent ourselves. In fact, the process of business transformation has become a race in itself. Those that take too long at this process may become laggards or, at worst, may never get back in the race. Instead, we will have to achieve the radical metamorphosis of our organizations while the race is in progress.


Rethinking the Future examines some of the key issues connected with organizational change for the twenty-first century:


[image: image] How do we go about changing our mental models into ones that are more systemic in nature, so that we can learn to look at the whole organization and not just at some part of it that needs to be ‘fixed’?


[image: image] What kind of role will technology play in the business transformation process?


[image: image] How do we go about creating a radically decentralized, network organization? And does federalism provide us with a useful model for making it work?


[image: image] What is it that truly binds a network organization together? Is it merely information technology? Or does it require something deeper and far more meaningful?


[image: image] How does a company make the shift from just spreading information around a network to building new knowledge? Is it really possible to set up a ‘learning infrastructure’? And if so, will companies begin to look more like universities than business institutions?


[image: image] What sort of principles will guide the successful twenty-first-century corporation? Should top management give their people a meaningful share of voice in the ownership and the running of the enterprise? And what does it take to build a ‘high trust’ culture?


[image: image] As corporations and their networks become increasingly complex, how will we control them? And should we even try? Or will companies instead develop a bottom-up kind of control like we find in a flock of birds, or a swarm of bees?


[image: image] If the traditional concept of management is reaching the end of the road, will there be any role at all for managers and for hierarchy in the future organization?


[image: image] Will the shift to a new management model be a global phenomenon? Or will there be different rates of progress in different parts of the world?



Where do we go next?



It will not be enough to race into the future with a new kind of organizational vehicle. We also need a clear point of view about where we are going—a vision about where we want to be tomorrow and about which direction to take today in order to get there successfully. Otherwise we may find ourselves driving aimlessly into the future—missing opportunities and stumbling into crises—while others are racing ahead and taking charge of their destinies.


Today, many corporations pursue operational efficiency as if it were a destination in itself. Lacking a sense of strategic direction, most of them sooner or later find themselves spinning their wheels. As one CEO put it; ‘On your marks, get set, get slim…then what?’ Organizations of this kind are all revved up with nowhere to go.


Reengineering, benchmarking, continuous improvement, total quality management, lean production, time-based competition—these have all proven vital for survival. But getting better at what we do is just about keeping ourselves in the race—it’s not about winning the race. To win, we will need to get out in front of the competition, decide where we should be going and make sure we get there first. CK Prahalad’s view is that ‘Ultimately, the race to the future becomes a mad dash to the finish line.’


In the twenty-first century, the winners will be those who stay ahead of the change curve, constantly redefining their industries, creating new markets, blazing new trails, reinventing the competitive rules, challenging the status quo. To use Charles Handy’s words, it will be those who ‘invent the world’, not those who respond to it.


Of course, it requires far less effort to follow in the tracks of the leader than it does to find your own migration path to the future, and there was a time when this was an option. But not any more. Tomorrow’s global markets will show no mercy to the me-too crowd.


So how will the twenty-first century organization develop a sense of foresight about where it needs to be heading? How will it create a meaningful vision and purpose; a goal that is uniquely its own, and that will give it a sustainable competitive advantage; something that it can stand for in a crowded and confusing world?


The answer, in a word, is leadership. Not traditional leadership, but twenty-first-century leadership. Because the new organizational vehicles will have to be steered by new kinds of leaders.


The new leaders will not be content to sit back and let the cruise control do the driving. They will be looking forward, scanning the landscape, watching the competition, spotting emerging trends and new opportunities, avoiding impending crises. They will be explorers, adventurers, trailblazers. Advanced technology will give them an interactive, real-time connection with the marketplace; and they will get feedback from sensors at the peripheries of the organization. But they will be led just as much by their own intuition. Sometimes they will decide to ignore the data and drive by the seat of their pants.


Tomorrow’s successful leaders will be what Warren Bennis calls ‘leaders of leaders’. They will decentralize power and democratize strategy by involving a rich mixture of different people from inside and outside the organization in the process of inventing the future. They will be comfortable with the concept of discontinuity and will understand how to use it to create opportunities. They will love change and encourage a pro-change culture in their organizations. According to Bennis, they will gather people around them ‘who have the future in their bones’, and they will be adept at fostering creative collaboration among these people—achieving what Gary Hamel calls a ‘hierarchy of imagination’.


Above all else, leaders will have a vision, a passion, an exciting aspiration. And this aspiration, once shared by everybody in the organization, will unleash tremendous human energy. It will provide the fuel to push the organization out in front of its competitors. And drive it on to win the race.


In connection with rethinking leadership and strategy for the twenty-first century, this book examines the following issues:


[image: image] Are organizations spending too much time managing the present and not enough time creating the future? Why is it so challenging to think strategically about the future? And how do you create the incentive within an organization to do so?


[image: image] Who should a company involve in the process of developing and implementing strategy? What should be the role of senior management in this process?


[image: image] How strategically focused can a huge corporation be? And should small companies take a more flexible view of strategy than their bigger competitors?


[image: image] How important will technology be to creating a competitive advantage in the future? Will it have a long-term effect on strategy, or will it be more of a tactical element?


[image: image] How can companies balance the need for radical change with the need for strategic continuity? When does it actually become necessary to change your competitive strategy?


[image: image] What can companies do to make the most of emerging opportunities? And how can they de-risk those opportunities?


[image: image] What will be the essential differences between twentieth-century leadership and twenty-first-century leadership? Will it take a special kind of leader to succeed in the global economy? And what impact will information technology have on the way leaders lead?


[image: image] Why will it be so important to a be ‘leader of leaders’? And how can we encourage leadership at all levels of the organization?


[image: image] What can leaders do to ensure that their corporate culture will be a strategic asset rather than a change anchor?


[image: image] Is it the organization’s responsibility to give people a purpose in life?


Six steps to rethinking the future


The six sections in this book provide us with a broad agenda for rethinking the future. They set out to create a framework for reexamining business, economics and society in the light of discontinuous change. They help us view the world from a fresh, new perspective—one that supersedes the conventional wisdom of the past. And they identify specific actions which we can take in the present in order to build a winning position for the future.


Rethinking Principles looks anew at the principles which guide our organizations, our societies and our personal lives. It recognizes, optimistically, that we have the power to create the future. But it asks us to question what we are actually creating and why. It focuses on finding sense in the increasingly uncertain world in which we live, and it offers some practical advice on finding pathways through paradox.


Rethinking Competition deals with the fundamental changes taking place in the nature of competition. It provides new ways of looking at competitive advantage as we prepare for the global economy of the twenty-first century, and it helps us to focus on building opportunities for tomorrow. It also identifies some of the key steps which corporations and governments can be taking right now to gear up for future competition.


Rethinking Control & Complexity is concerned with how to structure and manage our organizations for the twenty-first century. It centers on the need to challenge the old assumptions and organizational models, which no longer make sense in a post-industrial world, and to create a new mode of operating based on high-performing processes and empowered individuals. It describes an organizational infrastructure where collective aspiration and systems thinking can be nurtured, where people in the organization can be proactive rather than reactive, and where they can learn how to learn together in a transformational way.


Rethinking Leadership helps us to see leadership in a new light: as a way to release the brainpower of the organization and to generate intellectual capital. This section suggests how to decentralize power successfully in a network organization, and how to lead transformation efforts that actually work. It points out why the true source of power in the future organization will be a meaningful sense of purpose, and why a new generation of leaders will be needed to provide it.


Rethinking Markets examines major changes in the nature of the customer and in the essential marketing relationship between the customer and the corporation. It previews the dominant demographic forces for the early twenty-first century, along with the attitudes and demands of new kinds of consumers in new kinds of markets. And it looks at how technology is revolutionizing the way we market products and services.


Rethinking the World is about the unprecedented changes which are taking place in business and society at the most global level: the shift in the nature of worldwide economic competition; the changing role of governments in a world that is increasingly based on networks; the potential of Asia once again to become the dominant region of the world; the impact of ‘network economics’ on every sector of business; and the way discoveries in science are changing our view of the world at the dawn of the twenty-first century.


Today, a simple choice faces every individual, every corporation, every government and every society on earth. That choice is: rethink the future or be forced to rethink the future.


Those who choose the first option will have the best chance of surviving and thriving in the turbulent terrain ahead. They will spot the emerging opportunities and impending crises while there is still time to take appropriate action. On the other hand, those who procrastinate, in the belief that the future will be a continuation of the past, will quickly find themselves overtaken by change. They will be forced to rethink where they are going, and how they are getting there, when it is probably too late to avoid the inevitable.


The purpose of this book is to help you make the right choice. To assist you in rethinking and then shaping the future, before it shapes you.


Perhaps the most important lesson I have learned personally while preparing this book is that rethinking the future is a never-ending process. Tomorrow will always be a moving target. Which means that, when we’ve finished rethinking the future, we have to start all over again.


Rowan Gibson


Rowan Gibson has been called a ‘guru among the gurus’. He is a bestselling business writer and strategy consultant to international corporations and has worked closely with some of the world’s most renowned business thinkers and corporate leaders. He is founder and chairman of Rethinking Group, a company focused on helping organizations rethink core strategies. He also works in association with several management consulting companies and with EURO RSCG, one of the world’s largest advertising agency networks. He is a popular congress and seminar speaker, as well as a regular magazine columnist. For more details, visit the Rethinking Group Website: http://www.rethinkinggroup.com or contact Rowan Gibson, either by e-mail at rg@rethinkinggroup.com or by fax at +49 (0)2834 7369.
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“The great excitement of the future is that we can shape it.”






FINDING SENSE IN UNCERTAINTY


Charles Handy


[image: image] WE ARE LIVING in very confused times, because many of the things that gave structure to our lives are disappearing. Institutions which we relied on, particularly the work organization, are no longer so sure or so certain.


For one thing, work organizations disappear rather rapidly these days. One-third of the Fortune 500 companies aren’t even there seven years later. Second, even if they do survive as institutions, they don’t necessarily give us the kind of lives that we were led to expect by our parents. If we look at other institutions too—the law, the political structures, the monarchy—these are all being questioned. They turn out to have feet of clay. They turn out to be run by ordinary mortals. Understandably, therefore, people are very unsure of where the future is going.


To give ourselves some sense of cohesion, I believe that, to the best of our abilities, we have to try to work out what the future is going to be like. So that’s what I’m trying to do. I want to persuade people that there is, after all, some sense in what appears to be all this nonsense around us.


You see, the picture may seem chaotic, but chaos is perhaps the wrong word to describe it. In science, chaos isn’t chaotic. Chaos actually says that there are underlying patterns in things, and that there are reasons why particular things happen. But there are also spaces in the reasons, so that you can actually make a difference to the way things turn out. And that is what I find so terribly exciting in the midst of all this uncertainty, even anarchy, that is around us. Because it means that the future is not completely preordained; even in science it is not preordained—which means that one little flutter of a butterfly’s wings, or just me doing something, can actually make the world shift a little.


In a sense, therefore, I am pessimistic about the future because I see it being a troubled time. But deep down I am very optimistic, because I see it as a time of great opportunity for a lot of people who never thought that they could actually make a difference to the world.


Paradoxes


If we are going to make any sense out of all this confusion around us, we have to find a way to organize it in our minds, so that we can start to understand what is actually happening in the world and then try to do something about it.


My way of doing this is to accept that there are never any simple or right answers to life, that life is full of contradictions and surprises, that it is, in fact, full of paradoxes. But if we can learn to understand and accept these paradoxes, then I believe that we can eventually find pathways through them. We can live with them and manage them.


This is especially necessary as times become more turbulent, because at such times the world becomes ever more complex and difficult to understand. In fact, everywhere we look today, paradox seems to be the companion of economic progress.


What paradox says to me is that two opposite thoughts can both simultaneously be true. For example, you can be in love with a person and also, at times, dislike that person too. You can want both continuity and change, and have them. So what we need to do is to learn how to balance the opposites.


It’s like a riding a seesaw. You need to understand that, for the seesaw to work, to move, there has to be a pattern of ups and downs, that both opposites are necessary in order to make the process work. Once you know how and why it works, then you can play the game. Life is like a seesaw, a game where the movement and the excitement come from a balance of opposites, because it will always inevitably be full of paradox. I believe that the key to progress and even to survival in life and work is to be aware that contradictions can coexist, and to learn to live with them.


For instance, I argue that organizations have to be centralized and decentralized at the same time. They need to be both global and local. Differentiated and integrated. Tight and loose. They have to plan for the long term and yet stay flexible. Their workers should on the one hand be more autonomous, and on the other hand be more of a team. But the point is, we mustn’t let people get confused by all that. We’ve got to find a way to live and work with these kinds of contradictions, to reconcile the opposites instead of trying to choose between them.


I don’t think most people can manage paradox very easily, so we will have to try and make life a little simpler to understand. The first thing to do is to make people aware that there is paradox, and that there is no simple solution. There is no golden route to glory and happiness in life. But, at the same time, we need to give some structure to things so that managing paradox becomes easier for people to handle.


The doughnut principle


I use what I call the doughnut principle, which basically says that life is like an inverted doughnut, in which the hole is on the outside and the dough is in the middle. In the doughnut view of life, the core is fixed and the bounded space around the core is where we make the difference.


The core gives us the bit of security and certainty which we all need, while the space gives us the flexibility which is necessary to ride the seesaw.


So we can say, for example, that there are some clear core activities in organizations—these are the essential jobs and the necessary people to carry them out—but surrounding this core there needs to be an open space filled with flexible workers and suppliers.


Already we see many new-style organizations that don’t own the whole doughnut. They are essentially networks that have a small core of key people who, hopefully, provide them with their lasting core competence, and a collection of partnerships with allied organizations, suppliers, a part-time peripheral workforce, independent professionals and customers which gives them the flexibility to survive in a chaotic world.


The strategic issue for organizations in the twenty-first century will be how to balance their activities: what to put in the core and what to put in the space around it. For example, an organization has to be small enough to be human and flexible, but at the same time in some areas it has to be big, because you need a certain clout in the marketplace, you need research or global reach. That’s why, everywhere we look today, we see organizations grappling with the need to decentralize and centralize at the same time.


This idea, in itself, is not new at all. In fact, since Aristotle we have been experimenting with the same principle in politics, and it’s called federalism.


In federalism there is always a strong center but considerable space is left for local decisions. It’s centralized in some respects and decentralized in others. It’s big and yet at the same time it’s small. It’s regulated in some aspects and deregulated in others. So, if you like, it’s the doughnut principle in practice. Except that federalism is made up of a variety of doughnuts of varying sizes and shapes in a multipolar construction.


Organizations achieve this by creating work groups where people are responsible for discharging a particular task, but where they also have a lot of space to decide how they think it should best be done. What you get is a series of cores throughout the organization, so that responsibility is spread across many decision points. But there’s always some overarching thing there—a core to the whole set of doughnuts—that coordinates activities and holds the whole thing together.


Rethinking jobs


Of course, the doughnut principle also applies to the individual. If you’re going to employ people who are intelligent, and who like to think for themselves, then you’ve got to give them a lot of responsibility, a lot of power. Otherwise they will leave you, because nobody wants to be a robot or an instrument—they each need their individual doughnut.


In the past, jobs were all core and no space. You had a long, detailed job description that gave you no space for self-expression, no space to make a difference. You weren’t empowered at all. There was no opportunity to reshape your individual doughnut or that of your immediate group.


Today, conversely, we sometimes take empowerment too far. To say, for instance, that there is no core in your doughnut, that it is all space, can be frightening, because then there is no structure and no certainty. To say, in addition, that there’s no boundary to your doughnut is even more frightening, because then there can be no end to the job or task.


One of the challenges for organizations, therefore, is to give people space for their initiative, but also to be able to define success. The reason that some people work so hard, too hard it often seems to me, is that there is no boundary to their doughnuts. Their managers keep saying that they could work harder, they could have made more money, or made more deals, sold more of this or that. They can never look back and say, ‘It was a great year’, because they always think it could have been greater.
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