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			Book Abstract

			MAIN IDEA

			Throughout history, the discovery of a new continent has always created substantial opportunities to create wealth. Today, the same opportunities are arising, not because of the discovery of a new physical continent but due to the emergence of an “invisible continent” transcending physical and national boundaries.

			This newly emerging invisible continent is more than just solely the Internet. It has four distinct dimensions:

			[image: ]

			The interplay and interconnection of each of these four dimensions must be understood and taken into account, along with the requirements of the old economy, if long-term success in the invisible continent is to be achieved. The visible dimension of life will always exist. It will even continue to grow and improve. But its rate of growth will be dwarfed by the rate at which the other three dimensions grow.

			To prosper in the invisible continent in the years ahead, understanding must be translated into effective action. Only those who have an in-depth knowledge and affinity for all four dimensions will be able to move forward confidently. Each dimension has its own set of governing rules, its own set of formulae for success and its own distinctive requirements. Business and government leaders who ignore this forfeit their opportunity to stake a meaningful claim on the riches and rewards that will become available as the invisible continent grows and expands.

			About the Author

			KENICHI OHMAE is a corporate strategist and adviser to governments worldwide. He is the author of The Mind of the Strategist, Triad Power, The Borderless World and The End of the Nation-State. Mr. Ohmae has worked previously for McKinsey & Company as a director in Japan and as chairman of Asia Pacific Operations. Mr. Ohmae is a frequent contributor to the Wall Street Journal, the New York Times and Newsweek.

			Important Note About This Ebook

			This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.

			Summary of The Invisible Continent (Kenichi Ohmae)

			1. The Concept of an Invisible Continent

			Main Idea

			Over the past 15-years, the world has moved noticeably into the realms of a new economy which is characterized by new rules and dimensions. The central challenge of business in the 21st century is to find effective ways to integrate the old economy with the new, without losing the benefits of either.

			Supporting Ideas

			Even without realizing it, most consumers already do business everyday in the invisible continent. Specifically, they buy local products and services. They also buy products which are made with components manufactured anywhere in the world at the lowest possible prices. Often, those purchases have been researched using the Internet – a computer based information network. And finally, they invest their retirement funds in companies which enjoy soaring market valuations in anticipation of future profitabilities.

			All of these transactions either take place in or are strongly influenced by a business environment which does not exist on a physical map. 

			The four key dimensions of the invisible continent are:

			
					The Visible DimensionThe economic activities of the “old world” or “real world” businesses. The more activity there is in other dimensions, the more consumer demand there is for the traditional locally produced products and services.


					The Borderless Dimension The preference of consumers to buy the highest possible quality goods and services at the most competitive prices available – compelling companies to source components anywhere in the world where they can be produced efficiently. (And the ability of individuals to invest their own funds in any country they choose without restriction).


					The Cyber Dimension The enabling technology of the Internet – a seamless combination of computers and communication technologies which can deliver information and electronic services anywhere in the world on demand.


					The Dimension of High Multiples The unprecedented leverage – in terms of borrowing power or the equity market’s P/E ratios – awarded by the markets to companies which are actively staking out new territory in the invisible continent. These multiples are based on anticipation of future earning power.


			

			A sound strategic approach in plotting a corporate strategy for extracting the greatest possible returns from the invisible continent is to keep in mind the old and the new economy have completely different operating rules. 

			Specifically, the four key characteristics of the invisible continent are:

			
					Information can be moved easily around the new continent, across any national or corporate boundaries.Therefore, companies cannot control their markets. Consumers control the supply and demand chains. Savvy global producers are now acknowledging that fact – and following the lead of their consumers. The transparency of efficient markets is all pervasive.


					The new continent is easy to enter for anyone who is prepared to abandon their old way of thinking.The barriers to entry to the invisible continent are virtually nonexistent. For the next few decades, there will be an intensive battle between those who see the Internet as being too unsafe and unreliable against those who believe the Internet will ultimately embrace all commercial transactions on the planet.


					Any nation, company, race of people or individual can enter the invisible continent on equal competitive terms.The price of entrance is simply to adopt a new way of thinking and behavior. Wealth in the invisible continent accrues to people with different skill sets than in the physical world. Thus, marketability and rewards will flow to new segments of society.


					The new continent is egalitarian – there is no “elite”.Thus, individual values are highly sought after and rewarded in the invisible continent.


			

			In short, staking out a claim in the invisible continent is achievable by virtually everyone on Earth. There will be possibilities and commercial dangers involved in turning that stake into a sustainable source of added value, but that should not discourage an attempt to do so. The rewards for success will be well worth the effort.

			Key Thoughts

			“In our time, it seems as if no remaining new continents are left to be discovered. The entire habitable world is known: there are no new places to settle. Yet, during the past fifteen years, civilization has changed at a planetary scale more quickly and continuously than ever before. It’s as if some kind of new continent has been discovered – a continent without land. Just as the opening up of new worlds has changed the prevailing assumptions of the old world in the past, the discovery and exploration of the ‘new continent’ is already changing attitudes and ideas about wealth creation and human endeavor.”

			– Kenichi Ohmae

			“Businesspeople recognize that, in the early days of any new continent, there is an opportunity to make a killing – if you can snap up the part of the territory that might one day, for instance, be Hollywood or Miami. As they swarm over the wealth of the new continent, however, at times they overextend themselves in risky ventures. At other times, they hold back, assuming that events out on the invisible continent will not affect them that much. They then risk being overtaken, far more rapidly than they suspect, by a new wave of voracious competitors. Even growing companies with roots in the old world, companies like General Electric and IBM, find themselves compelled to explore the new continent if they want to grow. If they remain in the old world, they can thrive only by cutting costs and laying off people.”

			– Kenichi Ohmae

			“About everyone known today as a mover and shaker of the new American economy, a shaper of the current Wall Street environment, began their enterprises sometime around fifteen years ago. The companies spawned in that era – which would become as voracious in their growth as the fictional Japanese monster, Godzilla – had no precedents, either for the speed of their ascent or the unconventional ways in which they pursued their goals. As in the earlier industrial revolution, some people and organizations naturally adapted and shifted their ways of thinking. They were not necessarily technology lovers per se, but they represented an ongoing strain of natural residents of the new continent, people predisposed to its way of life.”

			– Kenichi Ohmae

			2. How Decisions Are Made in the Invisible Continent

			Main Idea

			There is no “central office” for the invisible continent where decisions are made. Instead, platforms – de facto standards cobbled together by alliances and agreements – set the limits and the structure of the invisible continent.

			Supporting Ideas

			The success of the United States in exploiting Internet business opportunities has been built on the basis of control over three key platforms in the invisible continent:

			
					The language platformEnglish has become the unofficial language of the Internet, with more than 70-percent of all content stored in that language. Similarly, over 80-percent of all Internet communication takes place in English.


					The currency platformThe U.S. Dollar is almost universally used as the currency for the settlement of large transactions, despite its ongoing volatility. U.S. Dollars are also sued as a hedge against the future by consumers around the world.


					The open market platformU.S. stock and exchange markets are completely unrestricted in their access to anyone anywhere. And at the same time, U.S. consumers have always shown a willingness to purchase the best goods and services produced anywhere.


			

			The reasons platforms work well in providing structure and order in the new continent are:

			
					Platforms are open to all potential partners.For a platform to gain market share, it must treat everyone even handedly. That is, there must be a lack of favoritism, and all constituents must be treated equally if the platform is to be credible. In the invisible continent, that’s possible solely because most of the established platforms are the creations of private corporations. Therefore, they can develop quickly, since they are not beholden to any constituents with other agendas. The current generation of platforms are very open to all potential users.


					Platforms enable new commerce avenues.As comprehensive and powerful industry wide platforms become established, the balance of power in commercial transactions moves away from vendors towards consumers. They can use information to secure better transaction terms for themselves. In turn, consumers begin to do things that were never before possible – for example, offering their business for competitive bidding between vendors. Thus, the emergence of a new platform in the invisible continent can have far-reaching effects that extend throughout the commercial world.


					Platforms aim for 100% market share – but rarely achieve it.In essence, the more people that use a platform, the greater its value. Thus, the platform builder who achieves global reach within the invisible continent has optimized the value of that asset. In practice, there tends to be two viable platforms in most fields – the market leader and an alternative. Rarely will more than two platforms endure in the same field. That means latecomers are usually better off aligning themselves with existing platforms rather than attempting to establish a new platform of their own.


					Platforms are constantly evolving and adapting.Interestingly, some of the most critical platforms needed on the invisible continent don’t even exist yet. For example, microbilling, micropayments, the transaction facilitation system and an easy-to-use telephone/computer/television are the more obvious platforms that are still required. Many companies are in the process of building critical mass for new platforms they’ve proposed – such as Priceline’s commerce platform where consumers set the price and then look for vendors willing to sell at that price. That’s the great thing about platforms – they’re in a constant state of evolution and development.


					Platforms can become vehicles for the community as a whole.Ultimately, platforms create communities in the invisible continent. They become a vehicle for linking people together. And the existence of established platforms stimulates novel uses and new applications by allowing people to communicate with others efficiently and productively. In short, once a platform comes into existence, it very rapidly starts getting used in ways that were never originally envisaged.


			

			In the final analysis, platforms are actually an efficient way to structure life in the invisible continent. They exist, and flourish, not because they are guided by a central planning office, but because they can provide added value to everyone involved.

			Key Thoughts

			“A company with a compelling platform, on the new continent, is like a gatekeeper to a doorway that many people will want to pass through. If you become the preferred platform of people around the world, then you have an inside track to becoming one of the powerhouse companies of the new continent.”

			– Kenichi Ohmae

			“It often has been remarked upon that there is no real governance structure to the Internet. In fact, the entire new continent, the field of human behavior that subsumes the Internet, has no one in charge. The invisible continent is an emergent system – a system that takes its own shape and sets its own direction, moment by moment. Yet, this new environment is coherent. It is not anarchistic. Things get built, bought and sold with regularity. This consistency is possible because surviving platforms are chosen by millions of users as convenient and trustworthy and can substitute for more formal kinds of governance.”

			– Kenichi Ohmae

			“It’s one thing to understand the value of platforms, but the true test is putting that concept into practice. As with most corporate strategy issues, creating a corporate strategy around platforms cannot be approached in a one-size-fits-all standardized way. It requires a careful assessment of the needs of your customers and your own capabilities. Since the effectiveness of your use of a platform depends on the technological capabilities of your decision-makers, it’s vital for the CEO of your organization to also be your chief information officer. The CEO should be keenly, personally aware of the technology, and a direct user of the sort of systems that he advocates for his employees. This point was really brought home when Bill Gates announced in January of 2000 that he would step down as CEO of Microsoft and become chief systems architect.”

			– Kenichi Ohmae

			3. How Money is Moved Into And Around the Invisible Continent

			Main Idea

			The economy of the invisible continent is strikingly different from that of the old world simply because the flow of wealth in the new economy has been unlinked to the movement of tangible goods or the ownership of tangible assets. In short, arbitrage and high multiples reign supreme in the invisible continent.

			Supporting Ideas

			In the new economy, arbitrage means to play off one supplier against another to bring prices down and drive quality levels upwards not through negotiation but through choice. That is, your suppliers had better give you a better deal or else you can quickly find another supplier who will.

			Arbitrage, in the invisible continent, comes in many different varieties, including:

			
					Value chains that can be networked, removing inefficiencies and shortening the journey from producers to consumers.

					Intermediaries who add no unique value can be eliminated completely.

					Business operations can be located wherever the greatest cost efficiencies are available because of the availability of reliable, cost-effective electronic communication.

					Corporations can spread their business activities out on a global basis – and pay on the results produced rather than the time spent.

					Currency can move freely into, out of and around the invisible continent through credit card transactions.

					Commercial transactions within the invisible continent are not subject to government oversight, trade restrictions or tariffs.

					Professionals who add value can have their efforts multiplied many times over through the use of high quality communication technologies.

					The pricing of services provided by professionals is no longer based on shared credentials or professional qualifications, but instead becomes based on the perceived value delivered individually to each consumer by each professional. In other words, prices become set by the consumer, not by the service provider as has traditionally been the case.

					Many consumers in the invisible continent are finding their expenditure on the basic necessities of life is decreasing due to their ability to source better purchases. That, in turn, increases their disposable incomes, and gives them more discretionary expenditure power.

					Jobs can be anywhere – and the highest value jobs will be those where people interface directly and efficiently with customers to provide high-quality services and contact.

					Supply chains can be shortened dramatically – reducing from two years to two weeks the time gap between investment and product delivery.

					Alliances can be formed and then again dissolved on an as-needed basis, allowing skilled teams to quickly assemble, fix a problem and then move on to another project.

			

			The cumulative effect of all these arbitrage opportunities of the invisible continent is that producers no longer dominate the economy – consumers do. And that, in and of itself, presents new challenges since consumers are also in the process of becoming more and more unpredictable.

			In the old world, a consumer-driven economy would be inflationary – since consumer demand would lead to producer shortages which, in turn, would result in

			
			
			
			Key Thoughts

			
			
			
			
			
			Main Idea

			
			Supporting Ideas

			
			
			
					Clarity of business focus

					Specific territories based around their key customers

					Zero-baseline organizations

					Freedom of location

					Use of tailor-made marketing

					Web-shaped business organizations

					Global reach and viewpoint

					Growth through acquisition of partners

					Understanding of market volatility

					Awareness of ongoing value destruction

			

			
			
			Key Thoughts

			
			
			
			
			
			
			
			Main Idea

			
			Supporting Ideas

			
			
			
					A stable, attractive currency must exist.

					Marketplaces for consumer products must be open.

					Participation in the cyber-economy must be encouraged.

			

			
			
			
					A catastrophic event – like a coup d’etat or natural disaster.

					A growing awareness the current way of government is unsustainable.

			

			
			
			
			
			
					Ireland purchased state-of-the-art, high-speed Internet connections to the U.S., Asia and Europe.

					A 100-acre “National Digital Park” was established as an e-commerce campus.

					The corporate tax rate was set as a maximum of 12.5-percent – creating a stable and predictable tax regime.

					Legislation was passed allowing digital signatures to be legally enforceable.

			

			
			
			
			Key Thoughts

			
			
			
			Main Idea

			
			Supporting Ideas

			
			
			
					Banks get caught up in making large investments in leveraged investments with high multiples.

					There is a temporary surge in the new economy – forcing the value of the banks investments to soar and then plummet.

					U.S. consumers continue to spend more than they earn in anticipation of future gains in the market value of their stock market investments.

					Some countries with attractive demographic attributes (in terms of population, telecommunication infrastructure and English language skills) become extremely prosperous via the invisible continent while others become locked in poverty.

					A major new currency (perhaps the euro or something else yet to appear) becomes established as the transaction currency of choice, superceding the U.S. Dollar.

					Currency speculators wage war on each other using tools like program trading, hedging with multiples, security law violations, e-commerce oscillations, spreading viruses, disseminating false information, etc.

			

			
			
			
			
			Key Thoughts

			
			
			
			
			
			
			
			
			
			
			
			Main Idea

			
			Supporting Ideas

			
			
					Rethinking the value of work

					Governing the invisible continent

					The democratic process may be enhanced

					Education will be a critical factor

					There will be an ongoing need for self-renewal

			

			
			
					Everyone has to free themselves from the legacy systems that existed in the old world.

					Everyone has to actively prepare for life in the new continent – which may mean creating a new company which is structured and networked like the Godzillas of the new economy.

			

			
			Key Thoughts
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