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http://mitworld.mit.edu/video/266/
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Flattener #1:Flattener #1: 11/9/89.11/9/89. The Fall of the Berlin Wall. The Fall of the Berlin Wall. 

Globalization started. Wall between East and West Globalization started. Wall between East and West 
fell. The Walls came down and the fell. The Walls came down and the WindowsWindows® ® 
came up.came up.

Flattener #2:Flattener #2: 8/9/95.8/9/95. The IPO of Netscape. First WebThe IPO of Netscape. First Web--
Browser available. New democratized access to Browser available. New democratized access to 
information. Brought Internet alive. Triggered New information. Brought Internet alive. Triggered New 
Economy Boom Bubble. The Broadband Fiber Optic Economy Boom Bubble. The Broadband Fiber Optic 
Cables created the neighborhood with Bangalore and Cables created the neighborhood with Bangalore and 
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Cables created the neighborhood with Bangalore and Cables created the neighborhood with Bangalore and 
Dalian. Dalian. 

Flattener #3:Flattener #3: Work Flow Software.Work Flow Software. Allows work to Allows work to 
flow. Connects different applications to each other. flow. Connects different applications to each other. 
Created Middleware. People can work with people on Created Middleware. People can work with people on 
more stuff than ever before.. more stuff than ever before.. 

Flattener #4:Flattener #4: Open Sourcing.Open Sourcing. New forms of New forms of 
collaboration. collaboration. 

Flattener #5:Flattener #5: Outsourcing.Outsourcing. Happened around Y2K. Happened around Y2K. 

����������������������
����������������������

����������
����������

 ������������
 ������������
�������������
�������������



������������������������������������������������������������������������������
Flattener #6:Flattener #6: Offshoring.Offshoring. Move a factory from A to B. Move a factory from A to B. 

Happened with China joining the WTO. Happened with China joining the WTO. 
Flattener #7:Flattener #7: Supply Chaining.Supply Chaining. What WalWhat Wal--Mart does. Mart does. 

WalWal--Mart is Chinas 8th largest trading partner. Mart is Chinas 8th largest trading partner. 
Making stuff is easy, supplyMaking stuff is easy, supply--chaining is hard.chaining is hard.

Flattener #8:Flattener #8: Insourcing.Insourcing. What UPS does. “Your world What UPS does. “Your world 
synchronized”. They take over your entire logistics. synchronized”. They take over your entire logistics. 
Toshiba laptops being repaired by UPS.  Toshiba laptops being repaired by UPS.  

Flattener #9:Flattener #9: InIn--Forming.Forming. Google, Yahoo, MSN Google, Yahoo, MSN 
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Flattener #9:Flattener #9: InIn--Forming.Forming. Google, Yahoo, MSN Google, Yahoo, MSN 
Search. Search Machines. I can inform, collaborate Search. Search Machines. I can inform, collaborate 
with data and information all with myself. with data and information all with myself. 

Flattener #10:Flattener #10: The Steroids.The Steroids. Wireless, Voice over the Wireless, Voice over the 
internet are Turbochargers.internet are Turbochargers.

•• DigitalDigital
•• MobileMobile
•• PersonalPersonal
•• virtualvirtual
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•Converged
•Applied to 
business

Example: SWA Booking
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business
•on a new 

playing 
field



&�������������
�-�������
���'����&�������������
�-�������
���'����
���������������.����������������.� ���� ����
�'����
�'

���������� �������	��	 �



�
�������
������
�	����
��
�	����
��


����������
������������	
����

��������	��	

�

�	����
��
�	����
��


April 2005April 2005



"In the "In the past, business and economics were like past, business and economics were like 
plays (maybe by the same author) performed in plays (maybe by the same author) performed in 
separate theaters to different audiences. Their separate theaters to different audiences. Their 
actors and actresses were distinctactors and actresses were distinct , and their , and their 
manner of performance was often influenced by the manner of performance was often influenced by the 
individual theater’s tradition. individual theater’s tradition. 
Now the Now the drama takes place on one enormous global drama takes place on one enormous global 
stagestage . The players on this stage are sometimes in . The players on this stage are sometimes in 
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stagestage . The players on this stage are sometimes in . The players on this stage are sometimes in 
competition for the audience’s attention, but the competition for the audience’s attention, but the 
movements across the stage are freemovements across the stage are free--flowing, no flowing, no 
longer obstructed by obsolete stage furniture. longer obstructed by obsolete stage furniture. The The 
global stage is in a state of perpetual motionglobal stage is in a state of perpetual motion . The . The 
Next Global Stage provides a script to negotiate Next Global Stage provides a script to negotiate 
your route through the shifting plot lines."your route through the shifting plot lines."
Kenichi OhmaeKenichi Ohmae
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•• BorderlessBorderless
•• InvisibleInvisible
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•• InvisibleInvisible
•• CyberCyber--ConnectedConnected

•• Measured in MultiplesMeasured in Multiples
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1.1. CommunicationsCommunications
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1.1. CommunicationsCommunications
2.2. CapitalCapital
3.3. CorporationsCorporations

•• Remarkable decomposition of Remarkable decomposition of 
corporate functionscorporate functions

4.4. ConsumersConsumers
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1.1. GorbachevGorbachev took over as Communist took over as Communist 
Party General SecretaryParty General Secretary

2.2. The finance ministers of the “Group The finance ministers of the “Group 
of Five” (US, UK, F, D, JP) met at of Five” (US, UK, F, D, JP) met at 
New York’s Plaza Hotel. Allowed New York’s Plaza Hotel. Allowed 
greater greater flexibility in rates of currency flexibility in rates of currency 
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New York’s Plaza Hotel. Allowed New York’s Plaza Hotel. Allowed 
greater greater flexibility in rates of currency flexibility in rates of currency 
exchangeexchange. . (Between 1985 and 1994 the Yen (Between 1985 and 1994 the Yen 
strengthened strengthened threefoldthreefold))

3.3. The GrammThe Gramm--Rudman Act in the USA: Rudman Act in the USA: 
Restriction of the Restriction of the Budget DeficitBudget Deficit..

4.4. MicrosoftMicrosoft launched the first launched the first WindowsWindows
Operating System. Operating System. 
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19901990

RankRank CountryCountry GDP GDP 
(Trillion $)(Trillion $)

11 USUS 5,85,8

22 JapanJapan 3,03,0

33 GermanyGermany 1,51,5

20032003

RankRank CountryCountry GDP GDP 
(Trillion $)(Trillion $)

11 USUS 11,011,0

22 JapanJapan 4,34,3

33 GermanyGermany 2,42,4

• Assuming that 
China keeps 
growing at 8% p.a. 
it will:

• Catch up with the UK 
in 2007

• Catch up with 
Germany in 2008

• Assuming 
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33 GermanyGermany 1,51,5

44 FranceFrance 1,21,2

55 ItalyItaly 1,11,1

66 UKUK 1,01,0

77 CanadaCanada 0,80,8

88 SpainSpain 0,60,6

99 BrazilBrazil 0,50,5

1010 ChinaChina 0,40,4

33 GermanyGermany 2,42,4

44 UKUK 1,81,8

55 FranceFrance 1,81,8

66 ItalyItaly 1,51,5

77 ChinaChina 1,41,4

88 CanadaCanada 0,90,9

99 SpainSpain 0,80,8

1010 MexicoMexico 0,60,6

• Assuming 
strengthening of the 
RMB by a factor of 
two after its float in 
2005-08, its GDP 
will:

• Double in $ terms
• Catch up with Japan 
in 2008

• Become the number 2 
economy in the world 
by 2010 
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April 10, 2006

At Purchasing Power Parity
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Business Week, March 27, 2006
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RICHARD VIETOR is the Senator John Heinz 
Professor of Environmental Management at the 
Harvard Graduate School of Business 
Administration where he teaches courses on the 
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Administration where he teaches courses on the 
regulation of business and the international 
political economy. He also teaches in several 
executive educationprograms. He received a 
B.A. in economics from Union College (1967), 
an M.A. in history from Hofstra University 
(1971), and a Ph.D. in history from the 
University of Pittsburgh (1975). He was 
appointed Professor in 1984.
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•• That provides distinctive advantages to That provides distinctive advantages to 

firms:firms:
–– High savings and low interest rates for High savings and low interest rates for 

investmentinvestment
–– Sound property rights and good governanceSound property rights and good governance
–– A technologically motivated and committed A technologically motivated and committed 

workforceworkforce
–– A low rate of inflationA low rate of inflation
–– And a rapidly expanding domestic marketAnd a rapidly expanding domestic market
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•• This competition is led by government in a score of fundamental This competition is led by government in a score of fundamental 
ways:ways:
–– Providing securityProviding security
–– Ensuring contractsEnsuring contracts
–– assuming riskassuming risk
–– Managing the macro economyManaging the macro economy–– Managing the macro economyManaging the macro economy
–– Shaping industrial policyShaping industrial policy

•• It does it by creating and sustaining a variety of institutions It does it by creating and sustaining a variety of institutions ––
political, social and economic political, social and economic –– through which its people through which its people 
function, interact and competefunction, interact and compete

•• Nowhere have I found wellNowhere have I found well--informed citizens playin g an informed citizens playing an 
adequate role in affecting their government’s strat egy. The adequate role in affecting their government’s strat egy. The 
reason, in part, is lack of knowledge.reason, in part, is lack of knowledge.
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1.1. To understand current conditions, business To understand current conditions, business 
managers must be able to managers must be able to analyze the strategy analyze the strategy 
and organizational structure of nationand organizational structure of nation--statesstates, in , in 
terms of how they fit the sociopolitical context and terms of how they fit the sociopolitical context and 
how they affect economic performancehow they affect economic performancehow they affect economic performancehow they affect economic performance

2.2. Thinking about a country’s future: consider a Thinking about a country’s future: consider a 
country’s country’s trajectorytrajectory, its developmental pathway, , its developmental pathway, 
cutting through time with a lot of momentum.cutting through time with a lot of momentum.

3.3. With a reasonable sense of a country’s trajectory, With a reasonable sense of a country’s trajectory, 
one can one can construct simple scenarios to think construct simple scenarios to think 
carefully about the nearcarefully about the near--term futureterm future..
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WileyWiley, 2005, 2005
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•“Not only was women’s labor cheaper than men’s, women were <more easily induced to undergo 
severe bodily fatigue>. Married women with hungry children were best of all, as one mill owner 
explained that he:
•‘employs females exclusively at his power looms …and gives a decided preference to married 
females, especially those who have families at home dependent on them for support, they are attentive, 
docile, more so than unmarried females and are compelled to use their ultimate exertions to procure 
the necessities of life …’
•Another factory owner concurred, noting that he too preferred females for their docility:
•‘Their labor is cheaper, and they are more easily induced to undergo severe bodily fatigue than men, 
either from the praiseworthy motive of gaining additional support for their families, or from the folly of 
satisfying a love of dress.’
•BRITAIN, 1830

���������� �������	��	

““The ‘sweatshop’ stories pour out of China almost as fast as the TThe ‘sweatshop’ stories pour out of China almost as fast as the T--shirts, each more shirts, each more 

wrenching than the last. For example, the National Labor Committee found that apparel wrenching than the last. For example, the National Labor Committee found that apparel 
workers in China were:workers in China were:
‘young women, forced to work seven days a week, 12 hours a day, earning as little as 12 ‘young women, forced to work seven days a week, 12 hours a day, earning as little as 12 
to 18 cents an hour with no benefits, housed in cramped, dirty rooms, fed on thin rice to 18 cents an hour with no benefits, housed in cramped, dirty rooms, fed on thin rice 
gruel, stripped of their legal rights, under constant surveillance and intimidation gruel, stripped of their legal rights, under constant surveillance and intimidation –– really really 
just one step from indentured servitude …’just one step from indentured servitude …’
CHINA, 2000CHINA, 2000
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•• Started Service in March 1997Started Service in March 1997
•• Now >10 Mio subscribers Now >10 Mio subscribers (Bangladesh has 148 Mio (Bangladesh has 148 Mio 

inhabitants)inhabitants)

•• Revenues $1 BioRevenues $1 Bio
•• Profits > $200 MioProfits > $200 Mio
•• Investments to date >$1 BioInvestments to date >$1 Bio
•• Bangladesh has one of the lowest telephone densities of the world. Of its Bangladesh has one of the lowest telephone densities of the world. Of its 

more than 85,000 villages, many are not covered under the landmore than 85,000 villages, many are not covered under the land--phone phone 
•• Bangladesh has one of the lowest telephone densities of the world. Of its Bangladesh has one of the lowest telephone densities of the world. Of its 

more than 85,000 villages, many are not covered under the landmore than 85,000 villages, many are not covered under the land--phone phone 
network offered by the governmentnetwork offered by the government--owned telecom company. To alleviate owned telecom company. To alleviate 
this situation, Grameen Bank has taken a program to bring telephones to this situation, Grameen Bank has taken a program to bring telephones to 
distant villages. Grameen Phone, a sister company of the bank, is already distant villages. Grameen Phone, a sister company of the bank, is already 
the largest mobile telephone provider of the country. Using their nationwide the largest mobile telephone provider of the country. Using their nationwide 
network, Grameen Telecom, another sister company of Grameen Bank, network, Grameen Telecom, another sister company of Grameen Bank, 
brought radiobrought radio--telephones and mobile phones to almost half of the villages telephones and mobile phones to almost half of the villages 
of Bangladesh. The bank also distributed loans to almost 139,000 poor of Bangladesh. The bank also distributed loans to almost 139,000 poor 
women in rural areas to pay for the phones. The women set up call centers women in rural areas to pay for the phones. The women set up call centers 
in their homes where the other villagers can come and pay a small fee for in their homes where the other villagers can come and pay a small fee for 
using the phone. This program is commonly known as using the phone. This program is commonly known as PolliPolli Phone (the Phone (the 
Village Phone) in Bangladesh.Village Phone) in Bangladesh.
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They both work for Cap GeminiThey both work for Cap Gemini--E&Y E&Y 
Center for Business Innovation in Center for Business Innovation in 

Cambridge, Mass.Cambridge, Mass.
Authors of „Blur“, „The Age of Authors of „Blur“, „The Age of 

Access““.Access““.
CM is also principal of the BIOS group CM is also principal of the BIOS group 
associated with the Santa Fe instituteassociated with the Santa Fe institute
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•• So what we experienced in the past century, we will So what we experienced in the past century, we will 
experience as if it was the change of experience as if it was the change of 20.000 years20.000 years in in 
this century.this century.

•• We are facing two major economic forces:We are facing two major economic forces:

���������� �������	��	 ��

1.1. The connected, instantly responding world has not just The connected, instantly responding world has not just 
accelerated accelerated –– it’s become it’s become more volatilemore volatile. Now change is . Now change is 
both both relentless relentless andand unpredictable.unpredictable.
This leads to a shift toThis leads to a shift to ADAPTIVE MANAGEMENTADAPTIVE MANAGEMENT . . 

2.2. Molecular technologiesMolecular technologies, comprising biotechnology, , comprising biotechnology, 
nanotechnology and material science are driving a new nanotechnology and material science are driving a new 
wave of innovation and will power an economic growth wave of innovation and will power an economic growth 
cycle comparable to the information economy.cycle comparable to the information economy.
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Howard GardnerHoward Gardner
is Professor of Cognition is Professor of Cognition 

and Education at the and Education at the 
Harvard Graduate School Harvard Graduate School 
of Education and Senior of Education and Senior 

Director of Harvard Project Director of Harvard Project 
Zero (design of Zero (design of 

performance based performance based 
assessments)assessments)
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The Intelligences of the Symbol analyst (symbolThe Intelligences of the Symbol analyst (symbol--ba sed)based)
1.1. Linguistic IntelligenceLinguistic Intelligence

•• Learning foreign languages, the skilled writer, the conversationalist, the rhetoricianLearning foreign languages, the skilled writer, the conversationalist, the rhetorician
2.2. LogicalLogical--mathematical intelligencemathematical intelligence

•• Two classes of capacities: logical (including fuzzy logic) and numericalTwo classes of capacities: logical (including fuzzy logic) and numerical

“Noncanonical” Intelligences (object“Noncanonical” Intelligences (object-- or symbolor symbol--based)based)
3.3. Musical Intelligence (sMusical Intelligence (s--b)b)

•• Facility in the perception and production of music: melody and harmony, rhythm, ability Facility in the perception and production of music: melody and harmony, rhythm, ability 
to recognize variations in timbre and tonality; the capacitiy to apprehend the structure of to recognize variations in timbre and tonality; the capacitiy to apprehend the structure of 
works of musicworks of music

•• Music is the least overtly semantic of the major symbol systems Music is the least overtly semantic of the major symbol systems –– “all art aspires to the “all art aspires to the 
condition of music”condition of music”

4.4. Spatial Intelligence (oSpatial Intelligence (o --b)b) ,�-��
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4.4. Spatial Intelligence (oSpatial Intelligence (o --b)b)
•• The capacity to form spatial representations or images in one’s mind, and to operate on The capacity to form spatial representations or images in one’s mind, and to operate on 

them variously.them variously.
•• Airplane pilots, the rocket scientist, the sailor. Chess players, sculptors, painters, Airplane pilots, the rocket scientist, the sailor. Chess players, sculptors, painters, 

designers of tools, games, TV sets. Aerospace, architecture, design, cyberspace?designers of tools, games, TV sets. Aerospace, architecture, design, cyberspace?
5.5. BodilyBodily--kinesthetic intelligence (okinesthetic intelligence (o--b)b)

•• Capacity to solve problems or to create products using the whole body, or parts of the Capacity to solve problems or to create products using the whole body, or parts of the 
body like hands or mouth. body like hands or mouth. 

•• Two varieties:Two varieties:
•• People who depend directly on their bodies in order to carry out their work: artisans, craftspeople, People who depend directly on their bodies in order to carry out their work: artisans, craftspeople, 

artists, surgeons, athletes, …artists, surgeons, athletes, …
•• Those who make use of bodily imagery and metaphors in their conceptualization of sundry topics  Those who make use of bodily imagery and metaphors in their conceptualization of sundry topics  --

the ranks of entrepreneurs and salespeople are filled with individuals who were at one time the ranks of entrepreneurs and salespeople are filled with individuals who were at one time 
competitive athletescompetitive athletes

6.6. Naturalist IntelligenceNaturalist Intelligence (found after publication of first theory 1983) (found after publication of first theory 1983) (o(o--b)b)
•• Capacities to make consequential discrimination in the natural world Capacities to make consequential discrimination in the natural world –– between one between one 

plant and another, varieties of clouds, rocks, car models, brands of automobilesplant and another, varieties of clouds, rocks, car models, brands of automobiles

,�-��
�!

��
�#!
�


�$






����:G�&�����������������:G�&������������� ==!!:G�:G�
The Personal Intelligences (knowing human beings)The Personal Intelligences (knowing human beings)
7.7. Interpersonal IntelligenceInterpersonal Intelligence

•• Discriminate among personsDiscriminate among persons
•• figure out their motivationsfigure out their motivations
•• work effectively with themwork effectively with them
•• manipulate themmanipulate them

8.8. Intrapersonal IntelligenceIntrapersonal Intelligence
•• Directed inwardDirected inward
•• To possess a good working model of herselfTo possess a good working model of herself
•• Can identify personal feelings, goals, fears, strengths, weaknessesCan identify personal feelings, goals, fears, strengths, weaknesses
•• Can use the model to make judicious decisions in her lifeCan use the model to make judicious decisions in her life

“Supernatural” Intelligence?“Supernatural” Intelligence?
8 ½  Existential Intelligence 8 ½  Existential Intelligence 
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8 ½  Existential Intelligence 8 ½  Existential Intelligence 
•• Who are we?Who are we?
•• What is going to happen to us?What is going to happen to us?
•• Why do we die?Why do we die?
•• What is it all about, in the end?What is it all about, in the end?

Why does he not consider it a “full” intelligence?Why does he not consider it a “full” intelligence?
There must be eight criteria for an intelligence:There must be eight criteria for an intelligence:

1.1. Existence of a discrete symbol systemExistence of a discrete symbol system
2.2. Evidence for specialized representation in the brainEvidence for specialized representation in the brain
3.3. A distinctive evolutional historyA distinctive evolutional history
4.4. A distinctive development patternA distinctive development pattern
5.5. Identifiable core psychological operationsIdentifiable core psychological operations
6.6. Existence of special populations that highlight or lack a capacityExistence of special populations that highlight or lack a capacity
7.7. Patterns of results on psychometric measures of intelligencePatterns of results on psychometric measures of intelligence
8.8. Patterns of transfer or lack of transfer across tasks that putatively involve a specific intelligencePatterns of transfer or lack of transfer across tasks that putatively involve a specific intelligence
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1.1. the disciplinary mindthe disciplinary mind ——mastery of major schools of mastery of major schools of 
thought (including science, mathematics, and history) thought (including science, mathematics, and history) 
and of at least one professional craft and of at least one professional craft 

2.2. the synthesizing mindthe synthesizing mind ——ability to integrate ideas ability to integrate ideas 
from different disciplines or spheres into a coherent from different disciplines or spheres into a coherent 
whole and to communicate that integration to others whole and to communicate that integration to others 

3.3. the creating mind the creating mind ——capacity to uncover and clarify capacity to uncover and clarify 
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3.3. the creating mind the creating mind ——capacity to uncover and clarify capacity to uncover and clarify 
new problems, questions, and phenomenanew problems, questions, and phenomena

4.4. the respectful mindthe respectful mind ——awareness of and awareness of and 
appreciation for differences among human beings appreciation for differences among human beings 
and human groups and human groups 

5.5. the ethical mindthe ethical mind ——fulfillment of one’s fulfillment of one’s 
responsibilities as a worker and citizen responsibilities as a worker and citizen 
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Gerald ZaltmanGerald Zaltman
HBSP 2003HBSP 2003

He is Professor of Marketing at HBS and a He is Professor of Marketing at HBS and a 
fellow at Harvard University‘s interdisciplinary fellow at Harvard University‘s interdisciplinary 

Mind, Brain, Behavior initiative. He is also Mind, Brain, Behavior initiative. He is also 
partner at Olson Zaltman Associatespartner at Olson Zaltman Associates
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•• The extensive use of data, statistical The extensive use of data, statistical 
and quantitative analysisand quantitative analysis

•• Explanatory and predictive modelsExplanatory and predictive models
•• FactFact--based management to drive based management to drive 
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•• FactFact--based management to drive based management to drive 
decisions and actionsdecisions and actions

�� May be input for human decisions or May be input for human decisions or 
may drive fully automated decisionsmay drive fully automated decisions

�� They are a subset of what has to be They are a subset of what has to be 
called called business intelligencebusiness intelligence
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Managing instability

steering regulation Trial and error
Self-

organization

System 
behavior stable stable instable instable

organization simple complex simple complex
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Function mode
Cause and 

effect
Target/actual 
comparison

Random 
behavior

Spontaneous 
reorganization

Management of 
stability

Management of 
instability

Leadership 
requirements

• Exact target definition
• The knowledge to plan ahead
• Precise realization of objectives
• Factual motivation

• Exact target definition
• The knowledge to plan ahead
• Precise realization of objectives
• Factual motivation

• Convincing idea (emotion)
• Process understanding
• Step-by-step movement
• High tolerance for uncertainty
• Personal credibility

• Convincing idea (emotion)
• Process understanding
• Step-by-step movement
• High tolerance for uncertainty
• Personal credibility
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Don TapscottDon Tapscott is chief executive of New is chief executive of New 
Paradigm, a thinktank and strategy consulting Paradigm, a thinktank and strategy consulting 
company he founded in 1992. He is the author company he founded in 1992. He is the author 

of ten books, including the bestsellers of ten books, including the bestsellers Paradigm Paradigm 
ShiftShift, , The Digital EconomyThe Digital Economy, , Growing Up DigitalGrowing Up Digital, , 
The Naked CorporationThe Naked Corporation, and , and Digital CapitalDigital Capital. He . He 
teaches at the Rotman School of Management teaches at the Rotman School of Management 

at the University of Toronto. at the University of Toronto. 
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Anthony D. WilliamsAnthony D. Williams has been researching has been researching 
and writing about trends in technology and and writing about trends in technology and 

society for over a decade. His work has been society for over a decade. His work has been 
featured in featured in Business 2.0Business 2.0 and and Optimize magazine Optimize magazine 
and his advice sought by fortune 500 firms and and his advice sought by fortune 500 firms and 

international institutions, including the World international institutions, including the World 
Bank. Anthony holds a Masters in Research Bank. Anthony holds a Masters in Research 
from the London School of Economics and is from the London School of Economics and is 
Vice President and Executive Editor at New Vice President and Executive Editor at New 

Paradigm. Paradigm. 
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•• In the last few years, traditional collaborationIn the last few years, traditional collaboration——in a in a 

meeting room, a conference call, even a convention meeting room, a conference call, even a convention 
centercenter——has been superceded by collaborations on has been superceded by collaborations on 
an astronomical scale. an astronomical scale. 

•• Today, encyclopedias, jetliners, operating systems, Today, encyclopedias, jetliners, operating systems, 
mutual funds, and many other items are being mutual funds, and many other items are being 
created by teams numbering in the thousands or created by teams numbering in the thousands or 
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created by teams numbering in the thousands or created by teams numbering in the thousands or 
even millions. While some leaders fear the heaving even millions. While some leaders fear the heaving 
growth of these massive online communities, growth of these massive online communities, 
WikinomicsWikinomics explains how to prosper in a world where explains how to prosper in a world where 
new communications technologies are democratizing new communications technologies are democratizing 
the creation of value. Anyone who wants to the creation of value. Anyone who wants to 
understand the major forces revolutionizing business understand the major forces revolutionizing business 
today should consider today should consider WikinomicsWikinomics their survival kit. their survival kit. 
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•• Throughout Throughout historyhistory corporations have organized corporations have organized 

themselves according to strict themselves according to strict hierarchicalhierarchical lines of lines of 
authority. authority. Everyone was subordinate to someone elseEveryone was subordinate to someone else ––
employees versus managers, marketers versus employees versus managers, marketers versus 
customers, producers versus supply chain customers, producers versus supply chain 
subcontractors, companies versus the community. There subcontractors, companies versus the community. There 
was always someone or some company was always someone or some company in chargein charge, , 
controlling things, at the “top” of the food chain.controlling things, at the “top” of the food chain.
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controlling things, at the “top” of the food chain.controlling things, at the “top” of the food chain.
•• Profound changesProfound changes in the nature of technology, in the nature of technology, 

demographics and the global economy are giving rise to demographics and the global economy are giving rise to 
powerful new models of production based on powerful new models of production based on 
community, collaboration, and selfcommunity, collaboration, and self--organization rather organization rather 
than on hierarchy and control.than on hierarchy and control.

•• This new way will eventually This new way will eventually displacedisplace the traditional the traditional 
corporate structures as the economy’s primary engine of corporate structures as the economy’s primary engine of 
wealth creation.wealth creation.
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1.1.Being Open.Being Open.

•• When it came to managing human resources, firms were exhorted to hire the best people, and When it came to managing human resources, firms were exhorted to hire the best people, and 
to motivate, develop and retain them, since human capital I the foundation of competitiveness. to motivate, develop and retain them, since human capital I the foundation of competitiveness. 
Today companies that make their boundaries porous to external ideas and human capital Today companies that make their boundaries porous to external ideas and human capital 
outperform companies that rely solely on their internal resources and capabilities. outperform companies that rely solely on their internal resources and capabilities. 

•• Examples: Examples: ApacheApache Web servers, Web servers, Linux Linux OS, OS, MySQLMySQL DB, DB, FirefoxFirefox Browser, the Browser, the WWWWWW itself, itself, 
MIT’S MIT’S OpenCourseWareOpenCourseWare ocw.mit.edu. ocw.mit.edu. 

2.2.PeeringPeering
•• Throughout most of human history, Throughout most of human history, hierarchieshierarchies of one form or another served as the primary of one form or another served as the primary 

engines of wealth creation and provided a model for institutions such as the church, the military engines of wealth creation and provided a model for institutions such as the church, the military 
and government.and government.

•• A new form of A new form of horizontal organizationhorizontal organization is emerging that rivals the hierarchical form in its is emerging that rivals the hierarchical form in its 
capacity to create informationcapacity to create information--based products and services, and in some cases physical things. based products and services, and in some cases physical things. 
This new form of organization is known as This new form of organization is known as peeringpeering . . 

•• Examples: Australian biotech institute Examples: Australian biotech institute CAMBIACAMBIA release their results publicly under release their results publicly under BiOSBiOS
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This new form of organization is known as This new form of organization is known as peeringpeering . . 
•• Examples: Australian biotech institute Examples: Australian biotech institute CAMBIACAMBIA release their results publicly under release their results publicly under BiOSBiOS

(Biological Open Source Licenses). (Biological Open Source Licenses). MarketocracyMarketocracy is peering in a mutual fund that harnesses is peering in a mutual fund that harnesses 
the collective intelligence of the investment community the collective intelligence of the investment community –– it consistently outperforms the S&P it consistently outperforms the S&P 
500.500.

•• Most peer networks have an underlying structure where some people have more authority and Most peer networks have an underlying structure where some people have more authority and 
influence than others.influence than others.

3.3.SharingSharing
•• SNP ConsortiumSNP Consortium and the and the Alliance for Cellular SignalingAlliance for Cellular Signaling aggregate genetic information culled aggregate genetic information culled 

from biomedical research in publicly accessible databasesfrom biomedical research in publicly accessible databases
•• SkypeSkype

4.4.Acting globallyActing globally
•• “Most big companies are multinationals, not global, and increasingly that’s a big problem for us” “Most big companies are multinationals, not global, and increasingly that’s a big problem for us” 

(CIO of GM)(CIO of GM)
•• Companies go global, but individuals alsoCompanies go global, but individuals also
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1.1. Peer pioneers.Peer pioneers.

•• The people who brought you The people who brought you open source SWopen source SW and Wikipedia while demonstrating that and Wikipedia while demonstrating that 
thousands of dispersed volunteers can create fast, fluid and innovative projects that thousands of dispersed volunteers can create fast, fluid and innovative projects that 
outperforms those of the largest and bestoutperforms those of the largest and best--financed enterprises. They apply open source financed enterprises. They apply open source 
principles to create products made of bits principles to create products made of bits –– from operating systems to encyclopediasfrom operating systems to encyclopedias

2.2. IdeagorasIdeagoras
•• Give companies access to a global marketplace of ideas, innovations and uniquely qualified Give companies access to a global marketplace of ideas, innovations and uniquely qualified 

minds that they can use to extend their problemminds that they can use to extend their problem--solving capacity solving capacity –– e.g. P&Ge.g. P&G

3.3. ProsumersProsumers
•• Communities can be an incredible source of innovation if companies give customers the tools Communities can be an incredible source of innovation if companies give customers the tools 

they need to participate in value creationthey need to participate in value creation

4.4. New “Alexandrians”New “Alexandrians”

���������� �������	��	 ��

4.4. New “Alexandrians”New “Alexandrians”
•• Are ushering in anew model of collaborative science that will lower the cost and accelerate the Are ushering in anew model of collaborative science that will lower the cost and accelerate the 

pace of technological progress in their industries pace of technological progress in their industries –– e.g. Human Genome Projecte.g. Human Genome Project

5.5. Platforms for ParticipationPlatforms for Participation
•• Create a global stage where large communities of partners can create value an, in many Create a global stage where large communities of partners can create value an, in many 

cases, new businesses in a highly synergistic ecosystemcases, new businesses in a highly synergistic ecosystem

6.6. Global Plant FloorsGlobal Plant Floors
•• Harness the power of human capital across borders and organizational boundaries to design Harness the power of human capital across borders and organizational boundaries to design 

and assemble physical thingsand assemble physical things

7.7. Wiki WorkplacesWiki Workplaces
•• Increase innovation and improve morale by cutting across organizational hierarchies in all Increase innovation and improve morale by cutting across organizational hierarchies in all 

kinds of unorthodox wayskinds of unorthodox ways
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•• “As managers, we need to shift our thinking “As managers, we need to shift our thinking 
from command and control to COORDINATE from command and control to COORDINATE 
AND CULTIVATE AND CULTIVATE –– the best way to gain the best way to gain 
power is sometimes to give it away.” power is sometimes to give it away.” Thomas Thomas 
Malone, “The Future of Work”Malone, “The Future of Work”
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•• This book is about COINs This book is about COINs –– collaborative innovation networks. collaborative innovation networks. 
They have been around for hundreds of years. They have been around for hundreds of years. What makes What makes 
them so relevant today is that they have reached their them so relevant today is that they have reached their tipping tipping 
pointpoint (the moment of critical mass where radical change is (the moment of critical mass where radical change is 
more than just possible, but is a certainty more than just possible, but is a certainty –– Malcolm GladwellMalcolm Gladwell ––
he also uses the word he also uses the word “epidemic“epidemic ” to describe what happens at ” to describe what happens at 
the tipping point).the tipping point).
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•• A COIN is a cyberteam of selfA COIN is a cyberteam of self--motivated people with motivated people with 

a collective vision, enabled by the Web to collaborate a collective vision, enabled by the Web to collaborate 
in achieving a common goal by sharing ideas, in achieving a common goal by sharing ideas, 
information and work.information and work.

•• What makes a COIN?What makes a COIN?
–– Members of COINs Members of COINs selfself--organize in organize in cyberteamscyberteams, teams that , teams that 

connect people through the internet connect people through the internet –– enabling them to work enabling them to work 
together more easily by communicating together more easily by communicating not through not through 
hierarchies, but directly with each otherhierarchies, but directly with each other. The individuals in . The individuals in 
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hierarchies, but directly with each otherhierarchies, but directly with each other. The individuals in . The individuals in 
COINs are highly motivated working together toward a COINs are highly motivated working together toward a 
common goal common goal –– not because of orders from their superiors not because of orders from their superiors 
(although they may be brought together in that way), but (although they may be brought together in that way), but 
because they share the same goal and are convinced of because they share the same goal and are convinced of 
their common causetheir common cause

–– People in COINs usually People in COINs usually assemble around a new idea assemble around a new idea 
outside of organization boundariesoutside of organization boundaries and across conventional and across conventional 
hierarchies. They innovate together in swarm creativity. By hierarchies. They innovate together in swarm creativity. By 
“swarming together“swarming together ” they work together in a structure that ” they work together in a structure that 
enables a fluid creation and exchange of ideas.enables a fluid creation and exchange of ideas.
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1.1. Innovate through massive Innovate through massive 
collaborative creativitycollaborative creativity

2.2. Collaborate under a strict Collaborate under a strict 
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ethical codeethical code
3.3. Communicate in direct contact Communicate in direct contact 

networksnetworks
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Intelligence at MIT's Sloan School of Management where he leads a Intelligence at MIT's Sloan School of Management where he leads a 
project exploring Collaborative Innovation Networks project exploring Collaborative Innovation Networks (www.ickn.org(www.ickn.org). He ). He 
was Mercator Visiting Professor at the University of Cologne, and is a was Mercator Visiting Professor at the University of Cologne, and is a 

lecturer at Helsinki University of Technology. Earlier, Peter was a Senior lecturer at Helsinki University of Technology. Earlier, Peter was a Senior 
Research Fellow at the Dartmouth Tuck Center for Digital Strategies and Research Fellow at the Dartmouth Tuck Center for Digital Strategies and 
an adjunct faculty in the Department of Computer Science at Dartmouth an adjunct faculty in the Department of Computer Science at Dartmouth 
and a Postand a Post--Doctoral Fellow at MIT. He received his Ph.D. in Computer Doctoral Fellow at MIT. He received his Ph.D. in Computer 

Science from the University of Zurich in 1989. Science from the University of Zurich in 1989. 
Peter is equally at home in the commercial world. Until the end of 2002, Peter is equally at home in the commercial world. Until the end of 2002, 

Peter was a Partner with Deloitte Consulting, leading its EPeter was a Partner with Deloitte Consulting, leading its E--Business Business 
practice for Europe. Before that, he was a Partner with practice for Europe. Before that, he was a Partner with 

PricewaterhouseCoopers and the Section Leader for Software PricewaterhouseCoopers and the Section Leader for Software 
Engineering at Union Bank of Switzerland. His latest books, Engineering at Union Bank of Switzerland. His latest books, Swarm Swarm 
Creativity Creativity -- Competitive Advantage through Collaborative Innovation Competitive Advantage through Collaborative Innovation 

Networks Networks , and , and CoolhuntingCoolhunting -- Chasing Chasing DownTheDownThe Next Big ThingNext Big Thing (together (together 
with Scott Cooper) were published in 2006 by Oxford University Press with Scott Cooper) were published in 2006 by Oxford University Press 
and spring 2007 by AMACOM, respectively. He blogs about and spring 2007 by AMACOM, respectively. He blogs about Swarm Swarm 

CreativityCreativity
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…often come from a collective mindset. …often come from a collective mindset. 
“Swarm”, for us, is an ideal word to “Swarm”, for us, is an ideal word to 

describe that collective mindset, which describe that collective mindset, which describe that collective mindset, which describe that collective mindset, which 
unfolds as “swarm creativity” within unfolds as “swarm creativity” within 
collaborative Innovation Networks collaborative Innovation Networks 

(COINs). In swarm creativity, altruism (COINs). In swarm creativity, altruism 
is essential. Selfless behavior propels is essential. Selfless behavior propels 

great ideas forward.great ideas forward.
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1.1.Watching external Watching external 
marketsmarketsmarketsmarkets

2.2.Unleashing internal Unleashing internal 
innovationinnovation
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Thomas W. MaloneThomas W. Malone
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TM is Professor of Management TM is Professor of Management 
(Leadership & IT) at the MIT Sloan (Leadership & IT) at the MIT Sloan 

School of Management and Founder School of Management and Founder 
and Director of the MIT Center for and Director of the MIT Center for 
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technology, manage 
companies, and build 
careers in the era of 
the global, 24-7 
workplace
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•• You might be tempted to answer: “the CEO”, or “the You might be tempted to answer: “the CEO”, or “the 

executive team”, or “all of us in middle management”.executive team”, or “all of us in middle management”.
•• But that wouldn‘t be the whole truth: To a large But that wouldn‘t be the whole truth: To a large 

extent, your company is being extent, your company is being managed right now by managed right now by 
a small coterie of longa small coterie of long--departed theorists and departed theorists and 
practitioners who invented the rules and conventions practitioners who invented the rules and conventions practitioners who invented the rules and conventions practitioners who invented the rules and conventions 
of „modern“ management back in the early years of of „modern“ management back in the early years of 
the 20th century.the 20th century. They are the poltergeists who They are the poltergeists who 
inhabit the musty machinery of management. It is inhabit the musty machinery of management. It is 
their edicts, echoing across the decades, that their edicts, echoing across the decades, that 
invisibly shape the way your company allocates invisibly shape the way your company allocates 
resources, sets budgets, distributes power, rewards resources, sets budgets, distributes power, rewards 
people and makes decisions. people and makes decisions. 
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•• Like the combustion engine, it’s a technology Like the combustion engine, it’s a technology 
that has largely stopped evolving, and that’s that has largely stopped evolving, and that’s 
not good. not good. 

•• Why? Because management Why? Because management –– the capacity the capacity 
to marshal resources, lay out plans, program to marshal resources, lay out plans, program 
work, and spur effort work, and spur effort –– is central to the is central to the work, and spur effort work, and spur effort –– is central to the is central to the 
accomplishment of human purpose. When it’s accomplishment of human purpose. When it’s 
less effective than it could be, or needs to be, less effective than it could be, or needs to be, 
we all pay the price.we all pay the price.

•• What ultimately constrains the performance of What ultimately constrains the performance of 
your organization is not its operating model, your organization is not its operating model, 
nor its business model, but its nor its business model, but its management management 
modelmodel..
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•• As the pace of change accelerates, more and more companies are finding As the pace of change accelerates, more and more companies are finding 

themselves on the themselves on the wrong side of the change curvewrong side of the change curve::
–– Industry leadership is changing hands more frequentlyIndustry leadership is changing hands more frequently
–– Competitive advantage is eroding more rapidlyCompetitive advantage is eroding more rapidly
–– Today it is not just the occasional company that gets caught out by the future, but Today it is not just the occasional company that gets caught out by the future, but 

entire industriesentire industries

•• Deregulation along with the deDeregulation along with the de--scaling effects of new technologyscaling effects of new technology, are , are 
dramatically reducing the barriers to entry across a wide range of industriesdramatically reducing the barriers to entry across a wide range of industries

•• Increasingly companies are finding themselves enmeshed in Increasingly companies are finding themselves enmeshed in “value webs” “value webs” and and •• Increasingly companies are finding themselves enmeshed in Increasingly companies are finding themselves enmeshed in “value webs” “value webs” and and 
“ecosystems” over which they have only partial control “ecosystems” over which they have only partial control 

•• The The digitizationdigitization of anything not nailed down threatens companies that make their of anything not nailed down threatens companies that make their 
living out of creating and selling intellectual propertyliving out of creating and selling intellectual property

•• The internet is rapidly shifting The internet is rapidly shifting bargaining power bargaining power from producers to consumersfrom producers to consumers
•• Strategy life cycles are shrinkingStrategy life cycles are shrinking
•• Plummeting communication costs and globalization are opening up industries to Plummeting communication costs and globalization are opening up industries to 

a horde of new, a horde of new, ultraultra--lowlow--cost competitorscost competitors..

•• These new realities call for new organizational and  These new realities call for new organizational and  
managerial capabilities.managerial capabilities.
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•• Management innovation is anything that Management innovation is anything that 
substantially alters the way in which the substantially alters the way in which the 
work of management is carried out, or work of management is carried out, or 
significantly modifies customary significantly modifies customary 
organizational forms, and, by so doing, organizational forms, and, by so doing, organizational forms, and, by so doing, organizational forms, and, by so doing, 
advances organizational goals.advances organizational goals.

•• Put simply: Put simply: management innovation management innovation 
changes the way managers do what changes the way managers do what 
they do, and does so in a way that they do, and does so in a way that 
enhances organizational performanceenhances organizational performance
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Practice of management:Practice of management:
•• Setting and programming Setting and programming objectiveobjective

•• Motivating and aligning Motivating and aligning efforteffort
•• Coordinating and controlling Coordinating and controlling activitiesactivities
•• Developing and assigning Developing and assigning talenttalent

Typical management processes:Typical management processes:

•• Strategic planningStrategic planning
•• Capital budgetingCapital budgeting
•• Project managementProject management
•• Hiring and promotionHiring and promotion•• Developing and assigning Developing and assigning talenttalent

•• Accumulating and applying Accumulating and applying 
knowledgeknowledge

•• Amassing and allocating Amassing and allocating resourcesresources
•• Building and nurturing Building and nurturing relationshipsrelationships
•• Balancing and meeting Balancing and meeting stakeholder stakeholder 

demandsdemands

���������� �������	��	 ��

•• Hiring and promotionHiring and promotion
•• Training and developmentTraining and development
•• Internal communicationsInternal communications
•• Knowledge managementKnowledge management
•• Periodic business reviewsPeriodic business reviews
•• Employee assessment and Employee assessment and 

compensationcompensation
These processes establish standard These processes establish standard 
protocols for common management protocols for common management 

taskstasks
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•• Managing Science: Managing Science: GE in the GE in the 
early 1900s perfected the early 1900s perfected the 
industrial research laboratory.industrial research laboratory.

•• Allocating capitalAllocating capital: DuPont : DuPont 
played a pioneering role when it played a pioneering role when it 
initiated the use of return on initiated the use of return on 
investment calculations in 1903investment calculations in 1903

•• Capturing the wisdom of every Capturing the wisdom of every 
employee: employee: Toyota is the world’s Toyota is the world’s 
most profitable carmaker most profitable carmaker –– by  by  
long margin. Much of its long margin. Much of its 
success rests on the unmatched success rests on the unmatched 
ability to enroll employees in the ability to enroll employees in the 
relentless pursuit of efficiency relentless pursuit of efficiency 
and quality. For more than 40 and quality. For more than 40 
years, Toyota’s capacity for years, Toyota’s capacity for investment calculations in 1903investment calculations in 1903

•• Managing intangible assets: Managing intangible assets: 
P&G preeminence in packaged P&G preeminence in packaged 
goods industry has its roots in goods industry has its roots in 
the early 1930, when the the early 1930, when the 
company began to formalize its company began to formalize its 
approach to brand approach to brand 
management.management.

and quality. For more than 40 and quality. For more than 40 
years, Toyota’s capacity for years, Toyota’s capacity for 
continuous improvement has continuous improvement has 
been powered by the belief in been powered by the belief in 
the ability of “ordinary” the ability of “ordinary” 
employees to solve complex employees to solve complex 
problems.problems.

•• Building a global consortium: Building a global consortium: 
VISA, the world’s first “virtual VISA, the world’s first “virtual 
company”company”
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1. Be Bold. 1. Be Bold. Ask yourself:Ask yourself:
1.1. What are the new challenges the future What are the new challenges the future 

has in store for your company? has in store for your company? What’s What’s 
the tomorrow problem you need to start the tomorrow problem you need to start 
working on right now?working on right now?

2.2. What are the tough balancing acts your What are the tough balancing acts your 
company never seems to get right? company never seems to get right? 

2.2. Calibrating Your Agenda Calibrating Your Agenda 
for Management for Management 
InnovationInnovation
1.1. Dramatically accelerating Dramatically accelerating 

the pace of strategic the pace of strategic 
renewalrenewalcompany never seems to get right? company never seems to get right? 

What’s the frustrating “either/or” you’d What’s the frustrating “either/or” you’d 
like to turn into an “and”?like to turn into an “and”?

3.3. What are the biggest gaps between What are the biggest gaps between 
rhetoric and reality in your company? rhetoric and reality in your company? 
What’s the espoused ideal you’d like to What’s the espoused ideal you’d like to 
turn into an embedded capability?turn into an embedded capability?

4.4. What are you indignant  about? What are you indignant  about? What’s What’s 
the “can’t do” that needs to become a the “can’t do” that needs to become a 
“can do”?“can do”?

•• The real challenge, though is not The real challenge, though is not 
diagnostic, but therapeutic. diagnostic, but therapeutic. 

renewalrenewal
2.2. Making innovation Making innovation 

everyone’s job, every dayeveryone’s job, every day
3.3. Creating a highly engaging Creating a highly engaging 

work environment that work environment that 
inspires employees to give inspires employees to give 
the very best of themselvesthe very best of themselves

3.3. Building a company that is Building a company that is 
nimble as change itself.nimble as change itself.
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•• If I were to measure the relative contribution each If I were to measure the relative contribution each 
human capability makes to value creation, human capability makes to value creation, 
recognizing now that we live in a world where recognizing now that we live in a world where 
efficiency and discipline are table stakes, the scale efficiency and discipline are table stakes, the scale 
would look something like this:would look something like this:

––Passion Passion 35%35%––Passion Passion 35%35%
––CreativityCreativity 25%25%
––InitiativeInitiative 20%20%
––IntellectIntellect 15%15%
––DiligenceDiligence 5%5%
––ObedienceObedience 0%0%
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L. Bossidy is ex ViceL. Bossidy is ex Vice--Chairman of Chairman of 
GE, Chairman of Allied Signal and GE, Chairman of Allied Signal and 
Honeywell. R. Charan is Business Honeywell. R. Charan is Business 

School ProfessorSchool Professor
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•• AllAll--encompassingencompassing
•• IntegrativeIntegrative
•• FastFast•• FastFast
•• Full, passionate Full, passionate 

commitment and buycommitment and buy--
in, especially at the in, especially at the 
top layers of the top layers of the 
corporationcorporation
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David Magee is an awardDavid Magee is an award--winning columnist and the nonwinning columnist and the non--
fiction author of eight books, including the justfiction author of eight books, including the just--released released The The 

South is RoundSouth is Round (Jefferson Press) and the upcoming (Jefferson Press) and the upcoming How How 
Toyota Became #1Toyota Became #1 (Portfolio/Penguin Putnam). His previous (Portfolio/Penguin Putnam). His previous 
books including books including MoonPieMoonPie (Jefferson Press), called "essential (Jefferson Press), called "essential 
reading" by Library Journal, and reading" by Library Journal, and TurnaroundTurnaround (HarperCollins), (HarperCollins), 

about the remarkable leadership of Nissan CEO Carlos about the remarkable leadership of Nissan CEO Carlos 
GhosnGhosn, is published in seven languages and has sold almost , is published in seven languages and has sold almost 

100,000 copies worldwide. 100,000 copies worldwide. 
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•• Everyone who follows the auto industry knows that Toyota has had an amazing twentyEveryone who follows the auto industry knows that Toyota has had an amazing twenty--fivefive--year run, rising from humble Japanese year run, rising from humble Japanese 
startstart--up to thriving global giant. But the big puzzle is how Toyota did it while so many other car companies have struggled or fup to thriving global giant. But the big puzzle is how Toyota did it while so many other car companies have struggled or failed. ailed. 

Journalist David Magee dug deeply into Toyota’s past and present, interviewing senior executives who rarely talk to the pressJournalist David Magee dug deeply into Toyota’s past and present, interviewing senior executives who rarely talk to the press, a, along long 
with many other sources. And he found that the company’s famous mastery of lean production is only part of the story. Magee ewith many other sources. And he found that the company’s famous mastery of lean production is only part of the story. Magee explxplains ains 
the surprising power of Toyota’s corporate culture, which includes: the surprising power of Toyota’s corporate culture, which includes: 

• • Focusing on the long term : While most companies worry about the : While most companies worry about the 
next quarter, Toyota is thinking about the next quarter centurynext quarter, Toyota is thinking about the next quarter century
• • Jumping beyond the current trend : When Ford was still ramping : When Ford was still ramping 
up its gasup its gas--guzzling SUVs, Toyota was very quietly taking a huge lead guzzling SUVs, Toyota was very quietly taking a huge lead up its gasup its gas--guzzling SUVs, Toyota was very quietly taking a huge lead guzzling SUVs, Toyota was very quietly taking a huge lead 
on hybridson hybrids
• • Making quality everyone’s responsibility : Toyota expects people : Toyota expects people 
at every level to think and act like qualityat every level to think and act like quality--control inspectorscontrol inspectors
• • Managing individual strengths : Toyota is revolutionizing the way : Toyota is revolutionizing the way 
people are managed, to maximize their strengths instead of criticizing people are managed, to maximize their strengths instead of criticizing 
their weaknessestheir weaknesses
The lessons that Magee explains here will be valuable for managers in all disciplines and industriesThe lessons that Magee explains here will be valuable for managers in all disciplines and industries. . 
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• Excellence is not the opposite of failure
• As such, You will learn little about excellence from 

studying failure
• Virtually all business and academic inquiry was built  

on the opposite idea: 
– That deep understanding of failure leads to an equally deep 

understanding of excellence. That’s why
• We studied unhappy customers to learn about the happy ones
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• We studied unhappy customers to learn about the happy ones
• Employees’ weaknesses to learn how to make them excel
• Sickness to learn about health
• Divorce to learn about marriage
• Sadness to learn about joy. 

• Conventional wisdom tells us that we learn from 
our mistakes. The strengths movement says that 
all we learn from mistakes are the characteristics 
of mistakes. If we want to learn about our 
successes, we must study successes.
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The fundamentalsThe fundamentals

1.1. Systems IntelligenceSystems Intelligence . . 
Seeing patterns of Seeing patterns of 
interdependency and interdependency and 
seeing into the futureseeing into the futureseeing into the futureseeing into the future

2.2. Building partnershipsBuilding partnerships
across boundariesacross boundaries

3.3. Openness of heart, Openness of heart, 
mind and willmind and will
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by John P. Kotter Sept. 96

John John P. P. KotterKotter is the is the KonosukeKonosuke Matsushita Professor of Leadership at the Matsushita Professor of Leadership at the 
Harvard Business School in Boston, Mass. and the author of Harvard Business School in Boston, Mass. and the author of “The New “The New 

Rules: How to Succeed in Today’s PostRules: How to Succeed in Today’s Post--Corporate World” (1995) and “A Corporate World” (1995) and “A 
Force for Change: How Leadership differs from Management”(1990), “The Force for Change: How Leadership differs from Management”(1990), “The 

Heart of Change” (2002Heart of Change” (2002), “Our Iceberg is Melting (2006)), “Our Iceberg is Melting (2006)
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1.1. Positioning and Repositioning:Positioning and Repositioning: finding a central idea for business finding a central idea for business 

that meets customer demands and that makes moneythat meets customer demands and that makes money
2.2. Pinpointing External changePinpointing External change : detecting patterns in a complex : detecting patterns in a complex 

world to put the business on the offensiveworld to put the business on the offensive
3.3. Leading the Social SystemLeading the Social System : getting the right people together with : getting the right people together with 

the right behaviors and the right information to make better, faster the right behaviors and the right information to make better, faster 
decisions and achieve business resultsdecisions and achieve business results

4.4. Judging People:Judging People: calibrating people based on their actions, calibrating people based on their actions, 
decisions, and behaviors and matching them to the nondecisions, and behaviors and matching them to the non--negotiables of negotiables of 
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decisions, and behaviors and matching them to the nondecisions, and behaviors and matching them to the non--negotiables of negotiables of 
the jobthe job

5.5. Molding a Team:Molding a Team: getting highly competent, highgetting highly competent, high--ego leaders to ego leaders to 
coordinate seamlesslycoordinate seamlessly

6.6. Setting Goals:Setting Goals: determining the set of goals that balances what the determining the set of goals that balances what the 
business can become with what it can realistically achievebusiness can become with what it can realistically achieve

7.7. Setting LaserSetting Laser--Sharp PrioritiesSharp Priorities : defining the path and aligning : defining the path and aligning 
resources, actions, and energy to accomplish the goalsresources, actions, and energy to accomplish the goals

8.8. Dealing with Forces Beyond the Market:Dealing with Forces Beyond the Market: anticipating and anticipating and 
responding to societal pressures you don’t control but that can affect responding to societal pressures you don’t control but that can affect 
your business your business 
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•• Ambition:Ambition: to accomplish something noteworthy to accomplish something noteworthy but notbut not win at win at 
all costsall costs

•• Drive and TenacityDrive and Tenacity : to search, persist and follow through : to search, persist and follow through 
but notbut not hold on too longhold on too long

•• SelfSelf--confidenceconfidence : to overcome the fear of failure, fear of : to overcome the fear of failure, fear of 
response, or the need to be liked  and use power judiciously response, or the need to be liked  and use power judiciously but but 
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response, or the need to be liked  and use power judiciously response, or the need to be liked  and use power judiciously but but 
notnot become arrogant and narcissisticbecome arrogant and narcissistic

•• Psychological Openness:Psychological Openness: to be receptive to new and to be receptive to new and 
different ideas different ideas and notand not shut other people down shut other people down 

•• Realism:Realism: to see what can actually be accomplished to see what can actually be accomplished and notand not
gloss over problems and assume the worstgloss over problems and assume the worst

•• Appetite for Learning:Appetite for Learning: to continue to grow and improve to continue to grow and improve 
the knowthe know--hows hows and notand not repeat the same mistakesrepeat the same mistakes

���




������#����������������"��#������
������#����������������"��#������
2 4�2 4�!!?4��?4��

•• A Wide Range of Altitudes A Wide Range of Altitudes -- to to 
transition from the conceptual to the transition from the conceptual to the 
specificspecific

•• A Broad Cognitive BandwidthA Broad Cognitive Bandwidth ––
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•• A Broad Cognitive BandwidthA Broad Cognitive Bandwidth ––
to take in a broad range of input and to take in a broad range of input and 
see the big picture see the big picture 

•• Ability to Reframe Ability to Reframe -- to see things to see things 
from different perspectivesfrom different perspectives
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A leading authority on management and A leading authority on management and 
leadership development, Dr. Noel leadership development, Dr. Noel TichyTichy
is a professor of organizational behavior is a professor of organizational behavior 
and human resource management at the and human resource management at the 

Ross School of Business at the Ross School of Business at the 
University of Michigan. He is also the University of Michigan. He is also the 

director of the Global Business director of the Global Business 
Partnership and heads up the Global Partnership and heads up the Global 
Leadership in Healthcare Program Leadership in Healthcare Program 
working with CEOs and their senior working with CEOs and their senior 

teams from major medical centers in the teams from major medical centers in the 
U.S., along with teams in Europe and U.S., along with teams in Europe and 

India.India.
The former head of General Electric The former head of General Electric 
Co.’s famed leadership development Co.’s famed leadership development 

center, center, CrotonvilleCrotonville, Noel led the , Noel led the 
transformation to action learning at GE transformation to action learning at GE 
and has worked with CEOs around the and has worked with CEOs around the 

world to develop leadership world to develop leadership 
development capacity. He was also development capacity. He was also 

manager of Management Education for manager of Management Education for 
GE, where he directed its worldwide GE, where he directed its worldwide 

development efforts.development efforts.
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development efforts.development efforts.

Warren Warren BennisBennis is one of the world’s is one of the world’s 
leading experts on leadership. He is leading experts on leadership. He is 
Distinguished Professor of Business Distinguished Professor of Business 

Administration and founding Administration and founding 
chairman of the Leadership Institute chairman of the Leadership Institute 

at the University of Southern at the University of Southern 
California’s Marshall School of California’s Marshall School of 
Business. Business. BennisBennis has acted as has acted as 

adviser to four US presidents and is adviser to four US presidents and is 
ranked 27 in the Thinkers 50ranked 27 in the Thinkers 50..
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•• Brilliant leaders are skilled at Brilliant leaders are skilled at integrative thinkingintegrative thinking ––
the ability to the ability to hold two opposing ideas in their minds hold two opposing ideas in their minds 
at once, and then reach a synthesis that contains at once, and then reach a synthesis that contains 
elements of both but improves on each.elements of both but improves on each.

•• Most Most managerial decisions are made by examining managerial decisions are made by examining 
the pros and consthe pros and cons of the presumed alternatives, of the presumed alternatives, the pros and consthe pros and cons of the presumed alternatives, of the presumed alternatives, 
then eliminating all but one.then eliminating all but one.

•• Successful leaders try Successful leaders try not to make “eithernot to make “either--or” or” 
decisions. By seeking factors that are not decisions. By seeking factors that are not 
immediately obvious, considering nonlinear immediately obvious, considering nonlinear 
relationships among variablesrelationships among variables, and seeing the , and seeing the 
problem as a whole, they are able to resolve problem as a whole, they are able to resolve 
tensions among opposing ideas and generate tensions among opposing ideas and generate 
innovative outcomes. innovative outcomes. 
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Bernd Schmitt is coBernd Schmitt is co--founder and CEO of The EX founder and CEO of The EX 
Group. He is Robert Group. He is Robert D.CalkinsD.Calkins Professor of Professor of 

International Business at International Business at Columbia Business Columbia Business 
SchoolSchool in New York, where he also directs the in New York, where he also directs the 

Center on Global Brand Leadership. He is Center on Global Brand Leadership. He is 
widely recognized for his major contribution to widely recognized for his major contribution to 

�������	��	

widely recognized for his major contribution to widely recognized for his major contribution to 
branding through his unique focus on the branding through his unique focus on the 

customer experience. customer experience. 
Schmitt has authored or coSchmitt has authored or co--authored six books authored six books 
which have been translated into 16 languages. which have been translated into 16 languages. 

In his acclaimed In his acclaimed Experiential MarketingExperiential Marketing he he 
provides a framework for an integrated provides a framework for an integrated 

marketing approach that moves beyond the marketing approach that moves beyond the 
functional features and benefits of a brand. His functional features and benefits of a brand. His 

book book Customer Experience ManagementCustomer Experience Management
provides a fiveprovides a five--step process for connecting with step process for connecting with 

the customer at every the customer at every touchpointtouchpoint..
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Strategy formulationStrategy formulation

1.1. Sourcing new Sourcing new 
ideasideas

2.2. Evaluating the Evaluating the 

Strategy implementationStrategy implementation

4.4. Executing Big Executing Big 
ThinkThink

5.5. Leading Big Leading Big 2.2. Evaluating the Evaluating the 
ideasideas

3.3. Turning the Turning the 
ideas into big ideas into big 
Think strategyThink strategy

5.5. Leading Big Leading Big 
ThinkThink

6.6. Sustaining Big Sustaining Big 
think in the think in the 
OrganizationOrganization
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John W. BoudreauJohn W. Boudreau is professor of management is professor of management 

and organization at USC's Marshall School of and organization at USC's Marshall School of 
Business and the research director at USC's Center Business and the research director at USC's Center 
for Effective Organizations. He has published more for Effective Organizations. He has published more 
than 50 books and academic articles, including the than 50 books and academic articles, including the 

bestbest--selling textbook Human Resource selling textbook Human Resource 
Management in multiple languages worldwide (and Management in multiple languages worldwide (and 
now in its 8th edition). His research on the bridge now in its 8th edition). His research on the bridge 

between talent and competitive advantage is between talent and competitive advantage is 
recognized worldwide and received the Academy of recognized worldwide and received the Academy of 
Management's New Concept and Human Resource Management's New Concept and Human Resource 
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Management's New Concept and Human Resource Management's New Concept and Human Resource 
Scholarly Contribution awards. He consults Scholarly Contribution awards. He consults 

extensively with clients such as Citigroup, Corning, extensively with clients such as Citigroup, Corning, 
GE, JP Morgan Chase, Sun Microsystems and GE, JP Morgan Chase, Sun Microsystems and 

others. Prior to joining USC, he was Professor and others. Prior to joining USC, he was Professor and 
Director of the Center for Advanced Human Director of the Center for Advanced Human 

Resource Studies at Cornell University. Resource Studies at Cornell University. Peter M. Peter M. 
RamstadRamstad is Executive Vice President for Strategy is Executive Vice President for Strategy 
and Finance at Personnel Decisions International and Finance at Personnel Decisions International 
(PDI), a global human resources consulting firm (PDI), a global human resources consulting firm 

known for building leadership talent. He has worked known for building leadership talent. He has worked 
extensively with both HR and line leaders at all extensively with both HR and line leaders at all 

levels of several US and multinational levels of several US and multinational 
organizations. organizations. ���������� ���
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Dave Ulrich Dave Ulrich is Professor of Business at the is Professor of Business at the 
University of Michigan and coUniversity of Michigan and co--founder of The founder of The 
RBL Group, an education and consulting firm RBL Group, an education and consulting firm 
that helps organizations and leaders deliver that helps organizations and leaders deliver 

value. He has published 12 books and more than value. He has published 12 books and more than 
100 articles. 100 articles. Norm SmallwoodNorm Smallwood is cois co--founder of founder of 
The RBL Group and coThe RBL Group and co--author of four books. He author of four books. He 
is also on the faculty of the Executive Education is also on the faculty of the Executive Education 
Center at the University of Michigan Business Center at the University of Michigan Business 
School. They are coSchool. They are co--authors of Resultsauthors of Results--Based Based 

Leadership and How Leaders Build Value. Leadership and How Leaders Build Value. 
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•• We need to shift from studying leaders to We need to shift from studying leaders to 
studying leadershipstudying leadership ..

•• Good leaders do not just build their Good leaders do not just build their 
personal credibility, they personal credibility, they build the build the personal credibility, they personal credibility, they build the build the 
organizations leadership capabilityorganizations leadership capability , or , or 
the capability of the organization to sustain the capability of the organization to sustain 
future leaders.future leaders.

•• We need to extend the concept of brand: We need to extend the concept of brand: 
from product brand, employee brand also from product brand, employee brand also 
to to leadership brandleadership brand ..
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3 
Celebrity Leaders

Creating a leader’s personal 
brand so that he or she is 

renowned as a hero or 
celebrity

4 
Leadership Brand

Identity of the leaders throughout 
an organization that bridges 
customer expectations and 

employee and organizational 
behavior
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1 
Competent Leaders

Helping Individuals become 
competent and proficient in 
their ability to lead others

2 
Leadership Capability

Building systems and 
processes for talent 
management or next 
generation leaders

celebrity behavior
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Leadership Brand

Identity of the leaders throughout an 
organization that bridges customer 
expectations and employee and 

organizational behavior
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Leadership Differentiators
(30-40% of leadership)

The elements of leadership that are 
uniquely aligned to an organization’s 

customers and investors

Leadership Code
(60-70% of leadership)

The core elements of leadership that 
all leaders must demonstrate to be 

effective


