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            Author’s Note

         

         The creation of Disruption Proof was begun before the COVID-19 pandemic, not as a response to the challenges societal institutions face in the wake of its global disruption, but as a recognition that we live in an era of continuous disruption. This recognition came from my career in startups, where we earnestly sought to use technology to disrupt markets in order to change the world for the better. It came from a decade of working with some of the largest organizations in the world that were grappling with “innovation” and “digital transformation.” It came from helping cities establish startup ecosystems, in order to create jobs and maintain their communities.

         And then, well, boom! The pandemic hits. Rome is burning.

         The pandemic was a hot mess. All the components of the disruption story are here: the incredible wins of capitalism in creating vaccines; the failure in bailouts going to executive compensation and stock buybacks; the accelerated inequity of the economy; the struggle of some businesses versus the rapid growth of others; the failures, challenges, and successes of various governmental institutions. The list goes on.

         In the end, we should not lose the bigger picture here. The pandemic is a microcosm of the larger disruption at play. Business cannot return to the way things were before. The pandemic is a lesson we mustn’t miss. Continuous disruption is the new norm. The question we must answer is: How do we ensure that disruption benefits us all? How do we protect those that are disrupted? And moreover, how do we create radically resilient organizations?

      

   


   
      
         
            Introduction

            Brave New Disruption

         

         One of my professors in college was a wise and weathered Polish émigré. He wore thick glasses and spoke with an equally thick accent, in a late-afternoon, nap-inducing monotone. Through his lectures one got a sense of the intensity of a life constrained behind the Iron Curtain, of a time before he and countless others made their way West, to democracy and the freedom and fulfillment it provided.

         The class was Comparative Economics, which detailed the differences between economic systems, primarily Western capitalism and Soviet-style communism. This was before the Solidarity trade union led the movement that ended the communist rule in Poland. My professor had spent much of his life under the Soviet system. I can still hear him telling us, “In the Soviet Union, when the five-year plan called for five tons of screws, manufacturers would produce five 1-ton screws.” My professor may have even got a laugh out of the class, but I’m pretty sure I took it literally to mean five metal screws, each one the size of a small Chevy.

         The Soviet system was fixed and predictable, the outcomes rigid and predetermined. It utterly lacked any of the dynamism we enjoy in the West. It collapsed for a variety of reasons, financial and human aspirations key among them.

         Today it’s widely accepted around most of the world that, generally, market forces will create a more efficient economic system than the government can through top-down management. A laissez-faire government works best. The extreme opposite to the laissez-faire–style government, the Soviet economy was a brute-force, execute-the-plan system. More, bigger, faster. The metric that mattered was quantity of output. The state enforced output via its power. It was a dull, dehumanizing approach.

         As a contrast, it’s not difficult to look across the broad spectrum of goods and services that comprise markets today to recognize the extraordinary success of capitalism. Take the astonishing number of jobs created. In 2019 alone, the United States logged more than 2.09 million jobs, according to the U.S. Bureau of Labor Statistics. That’s about 239 jobs for every hour of every day. The number of small businesses (those with fewer than 500 employees) is equally jaw-dropping, at 30.7 million, accounting for 99 percent of all businesses, per the U.S. Small Business Administration (SBA).1 Granted, these numbers are robust by any measure, and while the COVID-19 pandemic resulted in a dramatic shift in these stats for 2020, they nonetheless speak to the power of American hard work, innovation, entrepreneurship, and value creation. All qualities our system rewards.

         I lived through the dot-com boom and bust of the late 1990s and early 2000s, and back in my startup days, I remember getting a tour of a manufacturing facility. I was amazed by the sheer size and sophistication of the machines used to…make other machines. Skynet from James Cameron’s Terminator movies came to mind, but nonetheless, it was awe-inspiring. When I travel to great port cities around the globe, I’m easily mesmerized by the automated cranes moving shipping crates from ship to stacks to trucks and vice versa, with extraordinary precision. It’s speed, it’s progress, it’s the potential for fulfilling needs and wants on a massive scale.

         I get a particular feeling of joy when I’m driving through a city, and see a business like Big Lebowski’s Bowling Pin Supply company, and think, “Who the heck ever knew that such a business needed to exist?” Capitalism does that, naturally. No intervention required. It’s not part of any government’s five-year plan, but instead is a reflection of the owners’ dream, the employees’ service, and the customers’ loyalty.

         The crux to all of this is a freedom of choice my professor lacked prior to arriving in the United States. It is the freedom for people to create and sell a product or service, the freedom to choose where and for whom to work, the freedom to choose among providers when looking to address a need. It also offers the freedom for people to invest in a company, its leadership, its employees, and its mission. The outcome of all this freedom is value for customers, jobs, tax revenue, and potentially other goodwill initiatives for the community.

         These freedoms, though, are often competing. The relationship between economic entities is symbiotic, both supplying and receiving value. Entrepreneurs or business owners who create and sell products naturally wish to be the only seller within some context, to achieve some minimal ends. Exceptions exist, but sellers strive for some level of market exclusivity in order to meet their own needs and desires. “It is not from the benevolence of the butcher, the brewer, or the baker that we expect our dinner,” wrote Adam Smith in The Wealth of Nations, “but from their regard to their own self-interest.” Every company, regardless of size, wishes for profitability, growth opportunities, and, most important, longevity.

         The professional worker sells her own services and wants the highest price she can get, and so does not welcome competition. Just as with the business owner, the person who sells the product of their labor must be able to achieve some minimal ends. Tension exists, therefore, between employer and employee for the price of labor, and this contributes to tension between owner and consumer as well.

         The consumer wants choices in order to find the best value. Value in this context is not simply lower price, but a balance between quality of the job performed and affordability. Choice means competition, which runs directly counter to the wishes of the business owner. It’s obvious, but worth pointing out, that both owner and worker are also consumers.

         The tension among these three stakeholders (owner, worker, and consumer) is a good thing. A system becomes stable when opposing forces achieve equilibrium. The forces do not have to be equal, as long as a balance is achieved. The power of the forces determines the characteristics of the state of equilibrium. The state of the equilibrium, for example, will vary widely among scenarios where workers don’t have options for finding work or consumers have no product choices or owners cannot find enough skilled workers, or have hundreds of competitors.

         There is a paradox here that is unique to human beings: People can perceive the desired need to exercise their own power, while also understanding the need to keep the system stable. If one stakeholder overpowers another, the system collapses. The power desired by any one stakeholder runs counter to the interest in system stability. In contrast to the wolves in Yellowstone that do not care how the beavers are doing, the different players in the economic system recognize the need for the other players.

         While aware of others at some level, human beings are inherently biased. That they will naturally seek to benefit themselves is an immutable fact. However, they’re not always right. In other words, they don’t always make the choices that will best serve their interests. They also are not always rational. So the system itself must achieve a balance such that everyone benefits, though not likely to the extent each desires. The system needs to be as sturdy as possible against the whims of human behavior, which will inexorably lead it to attempt to tip the balance in its own favor.

         Notorious billionaire entrepreneur Peter Thiel put the bias to push toward imbalance for self-benefit more bluntly: “Competition is for losers.”2

         Of course, not all capitalists believe exactly that, but it’s hard to argue that sentiment isn’t a part of the natural state of running a business. There are numerous examples of erstwhile competitors cooperating in order to solve wicked problems, such as delivering a vaccine for a novel coronavirus, or to create new markets like space exploration or electronic warfare technology in World War II. But there’s enough truth in the statement to believe that the striving-for-monopoly ethos is present, if not paramount, and ironically risks collapsing the system.

         In order to establish and maintain stability, the system needs an outside party to manage it. This is the role of government. In a democracy, society chooses the state of economic equilibrium through governmental policy. The government manages the power of the forces. Each of the players—business owner, worker, customer—belongs to the society and has a say in the creation of the system’s rules. Easy as pie, right?

         In our ongoing quest for more civility in society, we often strive toward consensus and bipartisanship. Civility—or the appearance of civility—becomes more important than the real-world consequences of policy. As Jack Nicholson’s President Dale says to the Martians in Mars Attacks! “Why can’t we all just get along?”

         We can, as long as “getting along” means that we strive for a stable, equitable system, while also understanding that it’s okay for us to have opposing interests. In a widely heterogeneous society, it’s not a surprise that people differ on what a stable system looks like, what the right power level for the economic players should be, and how we establish that. But such is democracy. It’s messy. We don’t need to agree on the results, but we do need to ensure fair and equal participation and to live with the outcomes, while striving for change. It requires us, like the Dude in The Big Lebowski, to simply abide.

         The rules exist to bring fairness, order, and some amount of predictability to the broader economic system. We choose capitalism. But we also choose the rules of capitalism in order to create the world we want to live in. As it stands today, the output of the system is broadly viewed as off target.

         The problem is that the system is not only becoming increasingly complex, it is also being continuously disrupted, yet managed in anachronistic ways.

         The COVID pandemic of 2020 was a massive wave of disruption. The Black Lives Matter protest was disruption. The insurrection at the U.S. Capitol was disruption. The power infrastructure collapse in Texas was disruption. Waves of technological innovation, big and small, have transformed industries continuously throughout the twentieth century. But two decades into the twenty-first, we are in the midst of something bigger.

         The disruption we face today no longer resembles the periodic crashes of impressively sized waves. Instead, it resembles a killer tsunami that has made landfall, and we don’t quite know what to do about it.

         Make no mistake about it: You, we, all of us, are being disrupted on a scale unforeseen until now.

         We are in the midst of the transformation of all society, caused by the shift from the industrial to the digital age. It’s not just about startups disrupting markets, or robots replacing workers, or hailing cabs with an app, but life at the speed of digital. It’s the pace of invention. It’s globalization. It’s the diffusion of information and knowledge. It’s a meshed network of instant communications. It’s workers becoming owners and owners becoming workers and consumers becoming owners. It’s an information shift from centralized control to the masses.

         The way we manage the various aspects of society has not kept pace with the change. Mostly, we manage business, government, education, and so forth the same way today, in the digital age, as we did through the industrial age. This failure to adapt exasperates an already out-of-balance economic system.

         Recognizing the power of the digital-revolution tsunami, the forces at work on our systems, the immense challenges and opportunities that confront us, and the new balance of economic forces we must attempt to achieve are the focus of this book. It is my belief that focusing primarily on the business side of the equation will have the greatest near-term impact. In other words, in our we-choose-capitalism society, it is likely that business will lead the way in figuring out how to manage organizations faced with the massive uncertainty caused by increased complexity and continuous disruption.

         
              

         

         Like a wave, power moves from core to edge.

         The earthquake at the bottom of the sea, the origin of the tsunami, is easy enough to understand; we can even measure its enormous energy. However, its impact as it reaches miles of shoreline is complex and impossible to predict.

         Take taxi drivers across Europe. In 2014, they went on strike to protest the proliferation of ride-sharing apps like Uber and Lyft. The protests backfired, ironically resulting in nine times the number of app downloads. A big wave, but the disruption of one industry. Now multiply that figure by ten thousand industries simultaneously. That’s a tsunami.

         This is disruption by revolution—an end to the execution-oriented, efficiency-of-output, assembly line–driven industrial age. It has been replaced by the momentum-grabbing new age characterized by: global reach, networked information moving at the speed of light, complex computing platforms and algorithms, rapidly shifting demographics and tastes, increased consumer knowledge, and transient economic system power dynamics.

         The digital revolution, the promise of which was, for some, increased democratization and equality, has instead created deepening inequity. Even the stalwarts of unapologetic capitalism have taken notice.3 But has the root cause been identified? It’s not obvious that business leaders understand the implication of the revolution on their own companies, let alone society. Nor is it obvious that other players in the economic system understand the role of the revolution in their current situations. The tsunami of disruption brought on by the digital revolution is happening whether or not one chooses to understand, accept, and consciously participate in it.

         The challenge for all of us, in the face of the massive turmoil, is to accept that we must be intentional about our response. In other words: We have to own the disruption. We must create institutions that are designed and managed such that they not only survive disruption, but can continue to create value for all stakeholders. How we as business leaders, as professionals, and as humans who participate in many different aspects of society, seize upon owning the disruption is a key through line in this book.

         Here in the United States, as well as in many other countries, we have chosen capitalism. We choose this economic system because we believe it’s the best at solving problems. In order for this to continue to be true, business leaders must reinvent their organizations for the twenty-first century. Most organizations today are still structured and managed as though they are extended assembly lines. We’re not in the industrial age anymore. We must reimagine what twenty-first-century businesses look like. And that’s the path this book lays out for you.

         The first part of this book offers a deep dive into the nature and magnitude of the disruption we are in the midst of, makes the case for fundamentally changing how leaders and professionals of various ranks organize and manage their businesses, and also describes how we all can set forth to adapt and own the desired outcomes of disruption.

         The second part of the book describes how to make that change happen. While it’s optimistic to imagine that there’s a one-size-fits-all scheme for this, that is not a practical approach. The desired outcome of change is the creation of an organization that is Resilient to disruption, Aware of its environment, and Dynamic. In other words, a “RAD” organization that knows change is occurring and can react quickly is an organization built to last.

         I’ve distilled the necessary change into the Five Elements, or “5Es,” which describe the desired behaviors or states of being required for a RAD organization. The 5Es are Empathy, Exploration, Evidence, Equilibrium, and Ethics. I make the case that decades of research and real-world experience support the promise that some combination of these attributes, implemented and propagated throughout an organization, will produce a business that is able to deal with the accelerated world and massive change we’re all a part of.

         One challenge, of course, is to navigate the intentional evolution of the business, while the business must continue its current execution. The flow of my proposed evolution is such that the new business emerges from within the old. It reveals itself from the ground up, while being sculpted by the very organization it is replacing. This is a departure from the external disruption paradigm peddled by the Innovation Industry. It’s different from the typical mandate-driven change programs offered by the Management Consultant Industry, dominated by companies suffering from the same twentieth-century anachronisms as those they counsel.

         It bears repeating: Your new businesses emerge from within the existing.

         I propose ways to kickstart the change, intentionally urging behavior change until momentum takes over, change then accelerates based on need and driving impact, scale is created as change is pulled in by core groups, and eventually the very structure creates the desired behavior so that RAD organization will endure.

         The third part of the book looks at fulfilling the broader promise of capitalism. The newly emerged businesses, in combination with the purposeful reinvention of other economic and societal entities, provide a powerful opportunity to create the world we would like to live in. Societal transformation depends on how we all apply a RAD mindset, methods, and models to drive initiatives designed for impact on and benefit to various institutions, like government, education, NGOs, small businesses, and others.

         We often tinker with outcomes. Our economic system creates inequities, and so we try to correct those, which inevitably are politically charged. Whether or not actually the case, tinkering feels like a zero-sum game, where fixing one area breaks another. I make the case for a reimagined role for capitalism, which protects the fundamental purpose of business but contributes to a more balanced economic system, such that the vast majority of stakeholders benefit as opposed to the few. Instead of trickle-down, it’s value flowing up.

         The book is primarily geared for members and leaders of the management teams of large, well-established businesses. But it is also for the organizational layers below the board and C-suite who must define, teach, mentor, and ultimately put into practice the new desired practices. The bulk of the difficult work of change must be demonstrated and spearheaded from the ground up.

         As the dominant force in society, business will lead the way in reshaping and reimagining our future. But similar, conscious disruption must occur in other organizations as well. The leadership in all levels of education, government, NGOs, and so on will see themselves in these pages, and can follow the same program.

         Entrepreneurs, startup founders, and employees will recognize many of the behaviors described in the book. Indeed, people at all levels can embody what I consider to be the “entrepreneurial spirit.” It is important, however, to understand how to maintain that spirit and what the final outcome of what a scaled business should look like in the twenty-first century. It’s not likely to be the same as the vision advisors, mentors, and investors have in mind.

         Finally, we all wear multiple hats in our lives, whether as business leaders, students, parents, siblings, volunteers, and so on. The Five Elements can play a part in helping us navigate many of our different hats. By learning how to apply the 5Es to other organizations we are a part of, we can help make them RAD as well.

         For those of you who enjoy the view through a broad lens, the history of change and complexity offered in Chapters 1–3 is my take on where we came from, where we are, and the opportunity at hand. If you’re more interested in diving right in to empowering people, creating value, and driving change in service to creating resilient, aware, dynamic organizations, Chapters 4–8 are where the phases of change begin. Chapter 9 offers a perspective, as well as system changes to pursue, in service to more equitable outcomes, and Chapter 10 provides examples of the work already under way and hopefully some inspiration on where you might contribute beyond helping businesses change.

         
              

         

         Transforming your organization requires strong top-down leadership with equally strong ground-up behavior change. Gone are the days of hierarchical, command-and-control, execution-minded, output-driven management. Here are the days of working with speed and agility, with empathy, vulnerability, and the empowerment of people. Here, too, are the days of less hierarchy while still maintaining some hierarchy; accountability, but with new metrics; and leadership that rallies people, both for their own benefit and that of the world.

         The promise of capitalism has always been about raising the standard of living for all people. It’s not a zero-sum system. For much of the twentieth century, capitalism made the middle class. Capitalism solves problems. We celebrate that. But it doesn’t do so perfectly. It is sometimes ugly, brutal, and systemically discriminatory toward people who have had as much to do with its success as anyone.

         In a world filled with invention, value creation, and entrepreneurial spirit, there’s absolutely no reason why we cannot apply this spirit to fixing problems in the system itself. We will continue to succeed through capitalism by reinventing how it works for the twenty-first century, leveraging the revolution from the industrial to the digital age by purposefully making disruption work for all. Let’s get started.
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            Chapter 1

            Big Waves and a

World of Disruption

         

         While I’ve never been called the world’s greatest surfer—far from it, to be honest—I have always admired the enduring freedom and spirit of the sport. It’s at once exhilarating and calming, physically intense and intellectually challenging. It truly can be a unique experience wherein we seek harmony with the laws of the universe and simultaneously avoid being rolled onto a jagged reef or, worse, getting devoured by a shark.

         For the better part of a decade, the “endless summer” for us Cooper brothers meant dawn patrol driving up and down the San Diego coast at six o’clock in the morning searching for the perfect wave. My younger brothers, Craig and Todd, chose the break while I tagged along. I was happy to be a part of the experience, whenever and wherever. Or at least wherever there wasn’t too much of a crowd and I had space to watch, wait, and immerse myself.

         From shore the swell was mesmerizing: Neatly arranged horizontal lines, spaced like furrows in a vast liquid farm, sometimes stretched out to the horizon. I found observing the raw power of the ocean often intrigued me more than competing with others for a takeoff spot close to the peak. I liked to see how the waves would form seemingly out of nowhere. The waves appear to be moving, but the water actually doesn’t move much. The lines are undulating energy pulled by invisible forces of physics.

         Depending on the contours of the land beneath the water and the energy of the swell, the wave might ease into its break, as if the white water was revealed by an invisible hand pulling back the peel. Other waves, when the Santa Ana winds blow in from the eastern desert, are held upright like a rearing mare, her white mane flowing back, before crashing down in an emphatic statement of might.

         The force of a wave can be deceiving, too. No matter the size, sitting on your board in the cool ocean water, rolling up and down with the swell, you can feel its subtle power.

         Swells travel great distances during which waves group together into sets, such that the bigger waves form in the middle and smaller waves arrive at the beginning or end. People who spend time in the ocean understand this without needing to know the science. Much about swells, however, can be measured and their travel time predicted. It’s a normal part of coastal weather forecasting you can find in a tide table.

         Surfers know where a wave will break before getting a good look at it. The glimpse of a rising swell on the horizon will set off a paddling frenzy to deeper waters. The shape and shadows of its contours indicate which part of the wave will peak first. One remembers the patterns of the waves crashing from experience—and usually from getting pitched off your board into the saltwater. This is the sport of surfing. And while waves are never fully 100 percent predictable, they do present a certain, observable pattern.

         Innovation—the real thing, the creation and adoption of new value for people, not the meaningless buzzword—comes in sets of regularly repeating waves, much like surfing. Most of these waves appear as relatively small ripples, which have a small impact on business and society. On occasion, some of these waves are far bigger, producing far-reaching effects and lasting impact—reinventing whole industries, destroying old jobs, and birthing new professions.

         Innovation from Waves to Tsunamis

         Sets of waves, be they in water or innovation, tell us nothing about tsunamis.

         A tsunami is a different type of wave altogether. The normal swells we experience at the beach are wind waves. A tsunami is a series of waves caused by a massive displacement of water from an underwater earthquake, a volcanic eruption, or some other major seismic disturbance. Its devastating impact on the shores it reaches may permanently alter the ocean basin, the marine ecosystem, and the human-built environment close to shore. Think of the tragic 2011 Fukushima disaster in Japan as a nightmarish example.

         To further stretch the analogy, while an innovation wave may have lasting impact on an industry, an innovation tsunami disrupts all industries to some degree over time, affects all areas of the economy, and permanently alters the structure and organization of society. Consider where the world is presently and what society faces in terms of unprecedented speed of change and continuous uncertainty. I wonder what it was like when fire or the wheel went mainstream.

         When it comes to the fundamental changes under way today, we are not surfing or observing “normal” wave patterns. Instead, we are in the midst of an innovation tsunami. Digital technology is the volcanic force upending nearly every aspect of our lives. By 2050, the very structures of government, education, and business will look drastically different than they did in the early 2000s, let alone the twentieth century. It’s been said by many, “We don’t know where we’re going, but we’ll know when we get there.” That’s a truism. And by 2100, it’s anyone’s guess what the forces of change will have shaped.

         To understand this tsunamic transformation, it helps to recap a recent history of digital innovations, which traversed from the core of the economy to the edge.

         In 1939, Bell Telephone Laboratories completed the Complex Number Calculator, designed by scientist George Stibitz. In 1946, the one-thousand-square-foot ENIAC, built by John Mauchly and J. Presper Eckert, was unveiled at the University of Pennsylvania; it used switches for programming. In 1948, Frederic Williams, Tom Kilburn, and Geoff Tootill, researchers from the University of Manchester, ran the first computer program in history on their Small-Scale Experimental Machine.4

         Fifty years later, the internet was all the rage, affecting the work of all businesses big and small. Anything seemed possible. Today it’s hard to imagine that there was a time when buying books online was new and great, but buying pet food from a website was considered an unworkable business model. People actually predicted that the ups and downs of the business cycle were gone forever.

         In 1994, Wired.com (then Hotwire.com) sold this new thing called a “banner ad” to AT&T for $30,000.5 I’m proud to say that to this day, I have more teeth than banner ads I’ve clicked in my lifetime. By 1997, internet advertising revenue rose to roughly $900 million, and by 2008, it was $23.4 billion; mobile advertising was just beginning.6

         
              

         

         In 2008, software helped bring the global financial economy to its knees. The causes of the collapse run deep, including the housing bubble and deregulation of the financial industry, which allowed banks to take on too much risk. But it’s also true that literal rocket scientists created multilayered bundles of financial assets that were too complex for humans to grasp, and software engineers built systems that, according to Scientific American, “permitted traders to enter over-optimistic assumptions and faulty data into their models, jiggering the software to avoid setting off alarm bells.”7

         At the very same time, Apple opened up the one-year-old iPhone App Store to independent developers, creating the first smartphone that was actually a computing platform. Apple sold 11.63 million phones that year, up 800 percent over the previous year. While the economic market collapsed, mobile computing became the new rage.

         By 2016, mobile revenue had surpassed nonmobile digital ads. Three years later, digital had surpassed all nondigital media advertising revenue.8

         In 2019, approximately 1.52 billion smartphones were sold worldwide. Pew Research estimates “more than 5 billion people have mobile devices today, and over half of these are smartphones.”9 That means 2.5 billion people carry in their pockets computers thousands of times more powerful than the old ballroom-sized ENIAC computer.

         Ten years after the dot-com bust of 2000, Marc Andreessen, founder of boom-era darling Netscape, coined the phrase “software eating the world” to describe how software had become an integral part of society. His point was not that software companies would necessarily rule the world (although they’re doing pretty well), but rather that software would be a part of everything.10

         He wrote that we buy books from software companies. We buy movies and music from software companies. We buy toilet paper (and pet food) from software companies. The companies that produce and digitally distribute books, music, and movies all rely on software, and that’s largely how we interface with them. Whether it’s downloading MP3s or listening through a streaming service, reading a pdf on our iPad or an ebook on Kindle, or putting in our grocery order via an app on our iPhone, we have turned all these experiences into software-dependent transactions. People can purchase their products using voice recognition software and hardware gadgets running software.

         Home entertainment has evolved from the radio, to antenna-based TV, to cable TV, and now streaming via software. The devices we use are TVs without tubes and mobile devices, running different versions of the same software operating systems.

         Even John Deere—the tractor maker—calls itself a software company. Does that make the tractor the largest “internet of things”? Beyond the dominant high-technology companies—Amazon, Google, Facebook, Apple, Microsoft—software is a fundamental component to all aspects of major corporations. ERP systems manage complex operational systems and processes. Office workers use software all day long: internal communication platforms, sales and marketing automation, product development systems, human resources management, accounting, document management, contracts, vendors, customers managed by software, software, and more software.

         Manufacturing floors are run by automation software. Supply chains are managed and visualized with software. Robots, run by software, manufacture products and manage inventory. I once sold software to a world-famous brewery, whose top-tier guzzling-football-fan brand slowly turned into its low-rent, college-fraternity-brother brand, as vats of beer sat with their ingredients aging longer on crashed factory lines due to the infamous Windows NT “blue screen of death.”

         
              

         

         Think of the behavior behind the numbers. The ubiquity of information, the speed of communication, both the benefit and curse of instantaneous knowledge sharing. Back in the “good old days,” people we know would call us on our landline phones. Randomly. Without warning. Dang, that was annoying. But we would always answer, because, I don’t know, maybe it was Ed McMahon from Publishers Clearing House. Every once in a while, I still get a phone call from someone I know out of the blue. But now I can see who is calling. And now I choose not to answer. All this crazy digital technology allows me to prioritize my work.

         Digitalization is so pervasive, you don’t even think about it anymore. Your car is more likely to break down due to a software problem than a mechanical one. Maybe some people love that their coffeemaker can tell them they’re out of milk, but others couldn’t care less. And speaking of coffee, credit card companies are testing technology to read your card as you stroll past the coffee shop you thought about stopping at for a butter-infused, collagen-enriched $12 cup of coffee. (Just kidding. I hope.)

         Consider how you bank now versus the recent past. Consider how my twentysomething daughters bank. I’m not sure they know what a bank branch is, but they know how to send money to each other (read: receive money from me) in milliseconds with a phone app. The last time I went to a physical branch, my former car mechanic was the manager. He said he was relatively new to computers, and compared to the head-scratching, sophisticated technology in cars, he had little trouble transitioning into banking. I’m so old I remember when software-enabled “Automated Teller Machines” existed only on Star Trek. Now, I’m annoyed when I have to visit one of those IRL ATMs. My mom still balances her checkbook every month.

         Before they turned eighteen, my daughters had conversed live with human beings on the other side of the world whom they had never met in person. My friend, Lean Startup consultant Mthetheleli Ngxeke, reached out to me after reading my first book, The Lean Entrepreneur, as an “entrepreneur in training” at a juvenile prison in Cape Town, South Africa. My mom found long-lost cousins on Facebook. Every week I delete voice mails from my iPhone that are poorly translated Chinese-language messages. I’ve been offered large quantities of money by Nigerian princes. It’s nice to be so popular.

         What else have mobile devices brought on? Riding in cars with strangers. Digital photography. Yes, I know, selfies (rolling-eyes emoji here), but it’s been suggested by my always prescient, digital-artist neighbor that by 2050, every conceivable type of picture will have already been taken. Emojis. Text messages that self-destruct. Five hundred thirty-two different applications to share cat memes. Twenty-four/seven biorhythms, I mean fitness data. Addictive games. Mobile Addiction Algorithms™.

         As if the sets are coming faster, the waves of disruptive events are relentless. The wavelength of change grows shorter. Pending technological developments ensure the pace of change will not slow:

         
	Artificial intelligence, machine learning, robots, software-writing software: Systems have the ability to learn and improve from their own experience without being explicitly programmed, accessing data and using it to learn for themselves.

            	Nanotechnology: The branch of technology that deals with dimensions and tolerances of less than 100 nanometers, especially the manipulation of individual atoms and molecules.

            	Genetic engineering: The deliberate modification of the characteristics of an organism by manipulating its genetic material.

            	Quantum computing: An area of computing focused on developing computer technology based on the principles of quantum theory.

            	Big Data: Trillions of bits of structured and unstructured data are produced every day. Powerful new technologies, including distributed processing and complex mathematics, are used to extract trends, detect anomalies, answer questions, and solve complex problems, allowing researchers and businesses to advance their efforts to create new value.11


         

And, of course, the greatest innovations often come from combining technologies and responsive adaptations accelerated by unforeseen events, portending more changes and other new ways of living or working.

         A Gaggle of Black Swans

         One wonders, if a global economic catastrophe happens at least once a decade, are they truly black swans?12 Is this the new normal? It would seem to me that the nature of such events has more to do with the fact that the global economy is inherently a complex system, has become more so in the digital age, and yet is being “managed” by a rigid, albeit fragile, structure from a simpler time.

         Since the twenty-first century began, a rapid, staggering economic decline has happened three times in two decades:

         The dot-com bust of 2000, in conjunction with 9/11, marked the digital revolution’s first economic disruption. Years of growth, an ebullient mindset bordering on naivete, and stock market froth completely divorced from economic value came crashing down. Ring a bell?

         Following roughly eight months of recession after 9/11, an economic recovery ensued, but manufacturing jobs never fully recovered for the first time in history. The airline industry received government bailouts to survive.

         “The [U.S.] economy’s performance between 2001 and 2007 was weaker, overall, than its performance in the equivalent years of the 1990s.… The Gross Domestic Product, consumption, net worth, non-residential investment, wages and salaries, and employment all grew less rapidly than during other comparable expansionary periods.” Corporate profits, however, fared well, experiencing an average annual growth of 10.8 percent.13

         Ultimately, the subprime real estate bubble that began pre–dot-com bust, plus increased volatility in the financial system due to deregulation, brought the global economic system crashing down again.14

         A long, slow economic expansion began in 2010, yet was unevenly distributed; roughly half of GDP growth from 2009 to 2015 went to the top 1 percent of households.15 Unlike every previous postwar expansion, GDP growth remained under 3 percent for every calendar year.16 In the United States, approximately 22.2 million jobs were added to the economy from 2010 to 2019. All of that gain was eliminated in the first two months of the pandemic, March and April 2020. Roughly six months later, fewer than half of the jobs had come back.17

         More Unpredictable, Complex, and Chaotic, Not Less

         The COVID-19 pandemic was another disruptive force, with its first wave striking the United States in the late winter of 2020. Sickness, death, people sheltered in their homes, and a closed economy wreaking havoc on businesses and individuals around the world. Beyond the obvious turmoil and devastation it brought with it, a new wave of change accelerated through society:

         
	In June 2020, the stock valuation of nine-year-old Zoom increased to $67 billion, more than 85 percent of the Standard & Poor’s 500, due to remote work and homeschooling.18


            	By April 2020, 48 percent of physicians were seeing patients remotely, up from 18 percent in 2018.19


            	What was once considered risky to businesses—working from home—became a requirement for many companies and a safety feature for professionals.

            	The collapse of malls and retail led to even more market share for the big five tech companies, Google, Apple, Facebook, Microsoft, and especially Amazon.

            	Real estate prices dropped substantially in big markets (New York and San Francisco) while rising in other suburban or emerging markets (Austin and Miami).20


         

The COVID-19 pandemic accelerated the already rapid digital revolution, and what we experienced is not only ubiquitous but subjective and idiosyncratic, impacting individuals differently across geographies, cultures, and generations. It was hugely beneficial to some and devastating to others. It somehow simultaneously portended both utopian and dystopian futures.

         The pandemic also exacerbated long-standing class, racial, and gender divides. According to an Institute for Policy Studies analysis of Forbes data, “the total wealth of the more than 600 U.S. billionaires has grown significantly under Covid, the fortunes of the richest five have grown even faster.…According to University of Chicago researchers, the lowest-income workers were the most likely to lose their jobs between February 1, 2020, and the end of June [2020].”21

         The expected result of chaos in such a system is the strong get stronger and the weak get weaker. Consider the following:

         
	Income inequality—in the United States it’s at the highest level in five decades, with scant upward mobility and a stubbornly slow wage growth since the 1970s. “78% of Americans are at least somewhat concerned about the rising level of inequality in the U.S. and 48% are very concerned.”22


            	Wealth inequality—The worst it’s been in one hundred years, according to Federal Reserve data: “The top 1% of Americans have a combined net worth of $34.2 trillion (or 30.4% of all household wealth in the U.S.), while the bottom 50% of the population holds just $2.1 trillion combined (or 1.9% of all wealth).”23


            	Growth in consumer debt—“[U.S.] consumer debt has increased nearly $2.3 trillion since the height of the Great Recession in 2009—growing across almost all debt products to top $14 trillion in 2019.”24


            	Longevity—U.S. life expectancy is declining for the first time in seven decades, due to the pandemic and an increased number of suicides, as well as the growth of diseases related to unhealthy diet and lifestyle, such as diabetes, obesity, and alcohol.25


            	Digital divide—“21.3 million Americans lacked a broadband internet connection at the end of 2017.…Millions of people in rural America still have to go to extraordinary lengths to find the kind of internet access that most Americans take for granted.”26


            	Big business profitability and layoffs—“Between April and September [2020], one of the most tumultuous economic stretches in modern history, 45 of the 50 most valuable publicly traded U.S. companies turned a profit.…Despite their success, at least 27 of the 50 largest firms held layoffs…collectively cutting more than 100,000 workers.”27


            	Access to health care—In 2018, 67.3 percent of the population had some type of private health insurance coverage and 34.4 percent of the population had public coverage, including Medicare. As evident from the numbers, a small percentage had a mix of both private and public coverage.28


         

The devastation of disruptions over the decades has destroyed cities. Places like Cairo, Illinois, have been left behind. “We used to make things in this town, like shoes and rubber,” a local told Chris Arnade, ex–bond trader turned photographer and author of Dignity: Seeking Respect in Back Row America. “Our national government allowed factories to leave.”

         Arnade captured the poetic thoughts of a woman he met:

         “We are a town with a lot of hopelessness, lot of sorrow, lot of despair, lot of pain. But we are good people, smart people, who could show that if we had opportunity. We can be productive, but there is no grocery store, no gas station, no resource center. Nothing is here.”

         Think of a roaring Detroit, Michigan, of the midtwentieth century, with a population approaching a million people, and the center of the world’s automobile industry. It was a place where tens of thousands of people flocked to good jobs each year, and the promise of joining a burgeoning middle-class lifestyle marked by home ownership, decent schools, and college education for your kids, access to arts and culture, summer vacations and retirement. Contrast this to the Detroit of the early twenty-first century: a collapsed auto industry, thousands of unemployed workers, crumbling infrastructure, a population of fewer than five hundred thousand, and the largest municipal bankruptcy in history.29

         The digital revolution in and of itself didn’t cause the above collapses, though it certainly contributed to them. Given the right triggers, the interconnectedness of systems, the speed of information, the sensitivity of monitoring, and automated processes cause large and small fluctuations that crash the system. These are not only unpredictable, but often unobservable in real time.

         Significantly, if this is our new world, it’s the system management that needs to adapt. The chaos is the result of an anachronistic economic system that lacks a balance of forces, adaptability, and resiliency such that it maintains its integrity.

         Similarly, the pandemic wasn’t the cause of the uncertainty in business, but it exacerbated what the digital revolution has wrought. Leaders who respond to disruptions by looking forward to a “return to normalcy” are inevitably disappointed that the turmoil and uncertainty continue.

         In times of crises, and for practical reasons, the type of leadership that emerges tends to be a command-and-control, execute-what-we-know type of leadership. They repeat what used to work, resulting in small victories and defeats, but ignoring the difficult work required to establish the root causes and create lasting solutions.

         Despite the (sometimes true) rhetoric regarding big businesses behaving badly, it’s worth noting that most business leaders themselves are perplexed by the digital revolution:

         
	Struggling to innovate—A 2019 McKinsey survey says 94 percent of executives are dissatisfied with their firms’ innovation performance.30


            	Struggling with digital transformation—From failed programs to reluctant employees to lack of digital skills, many leaders know they must change, but not how.31


            	Struggling with retention or engagement—Even during the pandemic—and perhaps associated with digital transformation—attracting and keeping talent was listed as the most significant issue to their respondents’ businesses in a KPMG survey.32


            	Struggling to grow—Markets have fundamentally changed. Product, marketing, and sales teams must orient to shifting value equations in local, national, and global markets. And what to do about trade wars?33


            	Struggling with their ethos—Shareholders are voicing their concerns about sustainability and human capital management. “According to a 2018 global survey by FTSE Russell, more than half of global asset owners are currently implementing or evaluating environmental, social, and corporate governance (ESG) considerations in their investment strategy.”34


         

The Axis of Exhaustion

         Beyond the business challenges, economic recalibration, and leadership development needed, for most of us, this disruption produces a feeling of anxiety. We are uncertain and uneasy, and we have difficulty attributing it to a particular cause. At work, it affects leaders, team members, job candidates, new hires, and customers. Away from work, more broadly, it affects all human beings. In truth, the unease is caused by the fear of the unknown, fear of change, fear of the future. Fear that what worked yesterday isn’t working anymore. Often, people are not conscious of the cause. Individuals think about the pandemic, the economy, their jobs; they worry about a reorganization occurring at work, about their performance review, about the volatility of the stock market (even when they’re not in the market). People worry about elections and their effect on their livelihood.

         They worry about relationships, too: family, friends, children—kids who are in college or looking for a job, parents and grandparents who may need assistance, or may need to move into residential care. These are deep and acute but common worries. They have always been in place at some level. Every generation worries about such things. Is it different today? To some degree, yes, as these worries are only exacerbated by the sheer speed of disruptions; as population grows, the sheer volume of people experiencing these worries increases.

         Marginalized groups suffer more, obviously, but significantly during downturns. Black people in America have been systemically excluded from many aspects of economic activity, from denial of access to workplace promotions to housing assistance or new business loans.35 And historically they have been denied basic rights many non-Black U.S. citizens enjoyed, for example, voting in elections, which was finally granted with the passage of the Voting Rights Act in 1965, but which is threatened once again. Black Lives Matter and other movements represent real levels of anxiety that include all the economic stress, but also stress from threats, exclusion, and other forms of discrimination and prejudice.36

         Take the wage gap, for instance. Women in America have suffered from economic inequality, earning far less than their male counterparts. “Analyzing the most recent Census Bureau data from 2018, women of all races earned, on average, just 82 cents for every $1 earned by men of all races.”37 Female layoffs were 1.8 times higher than men’s during the 2020 pandemic.38 Serious work remains to foster more inclusion and parity.

         To be sure, some of these fears and concerns are representative of the human condition, but they also represent opportunity. The melting pot that has long represented the promise of the United States is becoming a global phenomenon. It adds more variables to the complex system of society, but it also demonstrates that inclusion is a requirement to address complexity. Diversity is a requirement for growth.

         Business leaders have a special role in the academy of uncertainty. They share the same anxiousness as individuals, but also bear the burden of responsibility for the well-being of their employees and their organizations. They face uncertainty that is immediate, but also stretches out long-term into the future. They are often called upon to make decisions without the depth of information they would like to have. They are often reactive, constantly fighting new fires, unable to find the time and space to reduce future uncertainty and thereby prevent future fires. A reactive-only modus operandi leads us into the danger zone of self-fulfilling prophecy.

         Whether conscious or not, this also produces anxiousness. There’s anxiety caused by not understanding where growth is coming from in the future, or not understanding how to reduce costs in order to demonstrate profitability in the short term. Among most corporate leaders, there’s anxiety around keeping employees contented and secure, which also has both short-term and long-term elements to it. But again, is it different today?

         “In 2019 alone, venture capital (VC) companies invested a record-breaking $637 million in more than 60 different mental health–oriented companies, which is more than 22.8 times the investment in 2013.”39 Add the pandemic to the list of anxiousness triggers, and one can understand why investors see an opportunity for both impact and profit in the arena of mental health and soothing uneasy minds.

         Adoption of a Whole New Mindset

         Managing our organizations, leading groups of people, and even managing ourselves without adopting a new mindset and adapting our approach just doesn’t work well in times of acute disruption. We need new approaches and new ways of understanding how we can manage to best effect, while admitting we can’t manage the complexity of systems themselves. We also, then, must build or rebuild organizations recognizing this reality, in order to minimize adverse consequences.

         Dave Snowden is a pioneer in the research of the field of complexity. He developed the Cynefin® framework to help leaders be aware of uncertainty, understand whether it’s due to complexity, and to take the appropriate response. Unfortunately, many business leaders tend to respond to most situations with a single response: execute harder. Efficiency is the hammer that never found a surface that wasn’t a nail. One imagines this is because Wall Street tends to reward indications of efficiency. I say “indications of,” since what appears to be short-term efficiency is often debilitating long-term.

         It’s a great mystery that while 10 percent of Americans owned more than 80 percent of stock value in 2016, the coverage of the market on TV and in the media is as if the short-term fluctuations represent something critical to the masses. People are sold on investing in stocks because of unmistakable growth in equity demonstrated over the long haul. And yet businesses respond to the whims of the same body as if the short-term matters.

         It’s easy to blame Wall Street and corporate managers who seek to appease analysts on a quarterly basis for a lack of more thoughtful approaches to uncertainty and complexity, but it’s just an excuse. On any business day of the year, corporate officers can stand up in front of Wall Street and announce long-term plans to do things differently, to adopt an “innovation mindset,” to structure an organization more resilient to disruption, to ensure they maintain their values in their daily work. Wall Street can do what it wants on that day, but the contract is laid out for investors: Invest in us for the long haul or don’t.

         Whether company officers do this or not is a choice they make. Good people do things of questionable ethics. It’s as if trying but then failing to “do the right thing” is good enough to be considered ethical. Often, leadership wants to do good things and make pledges to do the right thing, but ends up hamstrung by other elements of the organization. The internal “efficiency” people, such as legal or finance, legitimately do their duty: warn leaders on the ramifications of the do-good decisions. The fundamental problem is that the counselors are not aligned to the business mission, but rather use generic definitions of financial efficiency as opposed to actively engaging with the desired outcomes. This is questionable leadership. Leaders must hold internal functions accountable to the business mission, not the functional expert’s opinion.

         There are no short-term answers to the uncertainties brought on by fluctuations within a complex system. There are simply resilient organizations built to be aware of changes and be dynamically adaptable to them, and those that are not. There are leaders who are capable of admitting what they know and what they don’t, and those who are not.

         In Snowden’s model, a company can drop from the simple, best-practice realm straight into chaos, because the company’s dominant market has been disrupted, yet best practices are still applied. But chaos and uncertainty can and often do lead to opportunity, the bright spots of disruption, as we’ll cover in more detail in the next chapter.
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