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ABOUT THE AUTHOR






Edward de Bono is the leading authority in the field of creative thinking and originator of the term ‘lateral thinking’ and the Six Thinking Hats. Highly regarded internationally, his instruction has been sought by governments, schools and leading corporations around the world.

De Bono’s thinking methods provide practical, creative tools to make it possible for anyone – not just people considered ‘arty’ – to be creative on demand. These are based on an understanding of the logic of the brain’s self-organizing information system, which forms asymmetric patterns. This is why creative thinking can be seen as a formal and deliberate skill and not a mysterious talent. De Bono’s system of lateral thinking is so powerful that the use of just one of his methods produced 21,000 ideas in a single afternoon at a workshop with a steel company.

In the Middle Ages the influence of the Church gave rise to good thinking for finding the truth, which in turn served us well in science. Edward de Bono believes this is ‘ebne’ (excellent but not enough). Culturally, we have never developed thinking for creating value but it is now time we treated it much more seriously. As part of this initiative Edward de Bono has taught thinking directly in schools and his methods are in use in thousands of schools worldwide. Research has shown improvement in all subjects, increased employment and much-reduced criminal behaviour.

Edward de Bono holds an MD (Malta), MA (Oxford), DPhil (Oxford), PhD (Cambridge) and DDes (RMIT). He has had faculty appointments at the universities of Oxford, Cambridge, London and Harvard, and was a Rhodes Scholar at Oxford. He has written 83 books, translated into 42 languages, in the field of creativity and thinking, including the global bestsellers Six Thinking Hats and Lateral Thinking.




EDITOR’S NOTE






Edward de Bono is the leading authority in the field of creative thinking and the publishers are delighted to be bringing this thought-provoking work back into print.

The author was writing in a different political and social era, and many of the examples he cites offer a snapshot of this time. However, though there have been considerable changes – politically, socially and economically – over the last 30 years or so, this important book explores key issues which still require attention, even in today’s fast-paced world, and many parallels can be drawn with life today. The fundamental principles and themes in this book will encourage us to change the way we think; as the author himself says, ‘In a rapidly changing world we are finding that our thinking is inadequate to meet the demands put on it’.

Edward de Bono’s teaching is as valid today as when this book was first published, and will resonate with readers for many years to come.




INTRODUCTION






In this book I wish to show that the notion of competition is a dangerous and seductive trap that limits and restricts business thinking. Anyone involved in running a business needs to move beyond competition to sur|petition.

Competition is a fashionable concept vigorously pushed by such gurus as Michael Porter of the Harvard Business School. But any business school has to be about ten years behind the times in its thinking in order to be credible. This is true because its ideas have to be immediately acceptable; since there is a considerable time lag, the ideas of the future are not instantly acceptable. Therefore, such concepts do not necessarily enhance a school’s reputation.

We all know about the global marketplace and that in order to survive you must be competitive. You must be able to compete with the Japanese, the Germans and the Chinese. If you cannot compete, you do not survive. So what is wrong with competition?

The paradox is that you cannot truly be competitive if you seek to be competitive.

The key word here is ‘survive’. It is, of course, perfectly true that you must be competitive in order to survive. Giant retailers like Sears have to cut their costs considerably to be able to survive against other retailers such as Wal-Mart with its advanced computer systems and high sales per square foot. If your costs and values are out of line, you may cease to survive.

But any organization that plans just to survive will sooner or later find itself out of business. Only those organizations that plan for success will survive, while those that plan only to survive will fail.

So competition is important as part of the ‘baseline’ for survival.

Picture an exotic garden outside Manila in the Philippines. A scented summer evening provides the perfect setting for a gourmet banquet for the Chevaliers du Tastevin. Flaming torches are set among the bushes. Costumed waiters carry in the first dish of shellfish on their heads. Then follows clear soup in large earthenware bowls. Everyone, myself included, starts to spoon up the soup. It is very clear soup indeed. In fact it is not soup at all. It is plain water served in rather large finger bowls for rinsing the fingers after the shellfish dish. The mistake is understandable.

Water is necessary for soup – but soup has to be more than water.

In the same way there are many things that are necessary, but not sufficient, for business to survive (for example, cost control), just like water for the soup. Competition is one of the things that is necessary for business to survive, but it is not sufficient. A serious mistake that many executives make is to believe that competition is the key to success. It is not. Competition is merely part of the baseline of survival. Success requires going beyond competition to sur|petition.

Sur|petition

There is a serious overcapacity of about 25 percent in European car production. At one time I was giving a seminar for the British marketing department of Ford, the biggest Ford operation outside of Detroit. We were discussing competing in the European market.

I suggested that Ford should buy up a company called NCP (National Car Parks), which owned most of the car parks in city centers throughout the United Kingdom. If NCP became a Ford company, a notice could be placed at the entrance to all city center car parks indicating that only Ford cars could use them.

A car, I argued, is no longer just a lump of engineering. If your neighbor boasts that his lump of engineering is better than your lump of engineering, you can point out that you can park in the city, and he cannot. The ability to park is very much part of the ‘integrated value’ of a car if you have to drive in a city. So is the ability to resell the car, have it serviced, and have it insured.

I have been told, for instance, that it is impossible to insure a Mercedes or a BMW if you live in the Bronx in New York. It does not matter how good the engineering may be; if you cannot insure a car, you will probably not buy it.

Of course, Ford did not take up my idea. They said that as an engineering company, it was not their business to buy up car parks. In the future, some entrepreneurs probably will buy up or build car parks and then get the Koreans to make private-label cars for them. They will sell, park, insure and resell cars. Manufacturing will only be a service to this profit center, and the manufacturing margins will be squeezed.

In the United States, car sales have been in decline for some time. As everyone knows, the classic competitive response has been to slash prices and offer cash rebates. Surprisingly, competitors do the same. You may succeed in shifting sales forward in time, but then buyers get used to the rebates and wait for them before buying again.

The suggestion that Ford should have bought up the city center car parks is an example of what I call sur|petition.

The word ‘com-petition’ comes from the Latin and means ‘seeking together’. It means ‘choosing to run in the same race’. We could spell it as ‘(com)petition’ to illustrate that all competitors are in the same race. The word ‘sur|petition’ means ‘seeking above’. Instead of choosing to run in the same race, competitors choose their own race. The slash in the new word ‘sur|petition’ is there to indicate the notion of seeking ‘above’, just as two-thirds indicates two over three.

In addition, sur|petition is about creating ‘value monopolies’. Some ways of achieving a monopoly are illegal, but value monopolies are not. For survival, you need competition, but for success you need sur|petition and the creation of value monopolies.

The difference between competition and sur|petition is illustrated in Figure I.1. Instead of running in the same race, you create your own race. Instead of seeking ‘together’, you set out to seek ‘above’.

Integrated Values

How do you create value monopolies? That is exactly what I shall be discussing in the body of this book. Value monopolies are driven by concepts, and concepts are in turn driven by serious creativity.
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Figure I.1

In order to understand value monopolies, you must realize that there have been three phases of business.


The first phase was simply based on making available a product or service. It was production driven.

The second phase was based on competition, because a lot of people were now providing the same goods and services.

The third and current phase is based on integrated values. No longer do we live in a world of simple values where a car is just a piece of engineering.



A good example of integrated values comes from Ron Barbaro, at one time head of the Prudential Insurance Company in Canada. Using some of my techniques of lateral thinking (serious creativity), he came up with the idea of ‘living benefits’. This is a significant change in the very traditional business of life insurance, which has been unchanged for 120 years. With traditional life insurance, the benefits are paid out after your death to your family or other beneficiaries. Ron Barbaro’s concept was to have 75 percent of the benefits paid out immediately if a policy holder was diagnosed as having a potentially fatal illness (such as cancer or AIDS). This meant that the money was now available for extra care or medical attention. The concept was immensely successful and was one of the reasons Ron Barbaro was soon promoted to head of Prudential in the United States.

This is an excellent example of integrated values because it integrates life insurance into the lives and values of people. There are single people, people who divorce and split up, children who grow up and become self-supporting, and many others. For some of them, many of the original purposes of life insurance are gone. At the same time the discovery of illnesses like AIDS and the expense of medical care have created new purposes.

Barbaro created a simple concept change. Life insurance is traditionally seen as related to death; his concept emphasized life, and he had the courage and drive to see the concept through.

Concepts and Creativity

I have worked in numerous countries, and I found that the business community least happy with concepts is in the United States. There is an impatience with concepts and an urgent desire to be given ‘hands-on’ tools. Americans want to be doing rather than thinking.

This is not surprising. For a long time the United States was a pioneer society, and in such a society action is indeed more rewarding than thinking: you need to clear a few more acres for grazing, drill a few more wells, open a few more stores. The great energy and lack of inhibitions in America also favor action.

Today, however, the world is more crowded. Unthinking action is not going to be rewarded. On the other hand, a concept change may be rewarded very handsomely. A new concept is unquestionably the best and cheapest way of getting added value out of existing resources.

Up to now, however, our approach to concept development has been very haphazard. There has been the ‘me-too’ approach in which we wait for someone else to develop the concept, and then we jump in with a similar copy of it. In addition, we have assumed that as intelligent, able people we will come up with the needed concepts when necessary. This attitude to concepts is not good enough today.

In the future we are going to have to take concepts so seriously that we shall be setting up specific ‘Concept Research and Development’ departments for the intellectual engineering that needs to take place. General Motors is said to spend about $5 billion a year on technical research and development, and DuPont spends about $1.2 billion. Today, however, concepts are as important as technology, and we shall have to take their development very seriously indeed.

Business schools have always taught students about how to analyze information and how to make decisions. Today this is totally inadequate. The analysis of information and decision making are part of the maintenance aspect of management, part of the water in the soup. The emphasis must now shift to conceptual thinking, not instead of information analysis and decision making, but in addition to them. What concepts are going to be derived from information analysis? By itself the analysis of information can never yield the concepts that are hidden in the information. What alternatives are available for decision making? Analysis can only yield some of the alternatives; the rest must be produced by creative design.

Unfortunately, the approach to creativity in the United States has been very weak. There is the mistaken notion that we are all basically creative, and it is only necessary to remove our inhibitions and fears of being ridiculous in order to release that innate creativity. That is why American creative methods have been crazy and off-the-wall.

We now know from the behavior of self-organizing information systems (like human perception) what we need to do. We became aware that the brain is not designed to be creative and that in order to be creative we have to use some methods that are ‘not natural’. We must begin to develop systematic methods of serious creativity. I shall be discussing these later in the book, particularly their relevance to concept development.

In order to focus on serious creativity, I have set up an International Creative Forum to bring together those people in major corporations who are directly concerned with the development and application of creativity. Founding members of the Forum include IBM, Prudential, DuPont, Merck, Nestlé, British Airways (the world’s largest international carrier), and BAA (the world’s leading airport authority). I am happy to see that some major corporations are now beginning to take creativity seriously.

Valufacture

Concepts are about value. Sur|petition is also about value. The future success of any business is going to be all about value.

It has always seemed strange to me that, although we deal so much with values, we do not have a specific word to describe the creation and formation of values. There is convenience in having such a word because it allows us to look at things in a different way and to devote much more effort to the specific creation of values. The new word that I propose in this book is ‘valufacture’, which I define as ‘the creation and formation of values’. There is an analogy with ‘manufacture’, which has to do with the creation and production of objects.

The Age of Contraction

Many people in business feel that we have entered the age of contraction. There have been two ages of expansion. The first age of expansion was driven by marketing. Marketing was going to create needs and open up markets. Marketing was the main competitive tool for taking market share from others. The second age of expansion was driven by ‘gobble growth’. You gobbled up other organizations in order to increase market share. During this period there were all sorts of rationalizations about market synergies and critical survival size (often provided by investment bankers who liked the fat fees involved).

The two ages of expansion have now passed. The present mood is for consolidation. Acquisitions have to be digested. Corporate executives are looking inward. There is cost-cutting and slimming. There is a laying off of people. In five years CMS Energy Corporation trimmed its work force from 13,000 to 9,500. DEC (formerly Digital Equipment) wants to cut its payroll of 124,000 by 6 percent. There is divestment of unprofitable businesses everywhere.

As part of this looking-inward, there is an emphasis on cost-cutting and cost control. There is an emphasis on quality management.

All these things are important and necessary, but they are not enough. You take aspirin when you have a headache, but you cannot survive on a steady diet of aspirin.

Figure I.2 shows that if you fall below the baseline of competence, you need to get back to that baseline. But just being on the baseline is not enough. You have to do better than that.
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Figure I.2

The purpose of consolidation, contraction, quality and all the rest is to provide a firm baseline for venture. In the end you have to provide values that customers want. Having the best quality product at the lowest price is no good if that product does not offer significant value.

There is a serious danger that the current emphasis on what I would call ‘housekeeping’ may divert attention from the very essence of a business, which is to provide saleable value. The essence of a business can be summed up in the following four ‘C’ words:


	
Competence: the quality, efficiency, effectiveness and accomplishment of what you are supposed to be doing.

	
Control: the cost control, strategy and knowledge of what is going on.

	
Care: care for the customer, for the work force, which is ultimately your most precious resource, and for the community (for example, environmental concerns).

	
Creativity: the soul of the business. Without creativity you have a body with no soul. Creativity provides the value that is the whole purpose of any business.




Format of This Book

Most remember the powerful effect of the book In Search of Excellence (Peters and Waterman). Many of the excellent corporations put forward in the book are no longer in existence – People Express, for example. Yet the message of the book remains: people matter.

The case-study method of writing a book is deceptive. The author can always pick the cases to meet his or her needs. Corporations with the same policy as the subject of the case but with no success are ignored. It is usually totally wrong to attribute the success of any corporation to one particular aspect of policy. Success depends on a multitude of interacting factors: market conditions, economic climate, competitors, people, labor relations, consumer confidence and so on.

So I think the case-study method is not very honest. More importantly, it does not teach much beyond some general messages (valuable as these may be). It is far more important to lay out the message directly and to rely on the intelligence of the reader to relate the message to his or her own business circumstance.

This book is broadly divided into three parts.

Part I


	
A look at some of the most fundamental habits of management thinking – efficiency, problem solving, maintenance and error avoidance – and why even these fundamental habits need rethinking. While they may have been valuable in the past, they may now be inadequate and even dangerous.

	
A look at the recent trends in management behavior: cost-cutting, divestment, quality, customer service, gobble growth and so on. While some of these trends are excellent, there are also negative aspects. For example, quality does not sufficiently consider quality of what and for whom.




Part II


	
Sur|petition: the difference between traditional competition and sur|petition. The three phases of business and the nature of ‘integrated values’, and the whole area of values in general.




Part III


	
The practical ‘how to’ section. Discussion of valufacture, the design of concepts, and concept research and development. The nature of serious creativity.




A New Perspective

One of the great advantages I have as an observer of business thinking is that while I work a great deal in the United States and Canada, I also spend a lot of time all over the world: Europe, Japan, Korea, South America – even the USSR and China. Often it is necessary to stand outside American business thinking in order to see clearly what is going on elsewhere. Certain habits are so traditional that from within the United States they are not even seen as peculiar. A global perspective is needed.

There is also a need to look across a wide range of businesses. Anyone running one particular business–no matter how successfully – simply cannot get this breadth of access. I have worked with electronics, computers, pharmaceuticals, food processors, beverages, chemicals, airlines, banks and much more.

It has been my experience that the business sector has been the one sector of society to show most interest in ‘thinking’ as such. Most other sectors of society like politics, and even the academic world, are more concerned with argument, proving that one side is right and the other is wrong. Government needs thinking very badly, but does surprisingly little of it. In business there is a reality test in the form of a bottom line. You can argue until you are blue in the face that you are right – but you can still go bankrupt.

Business handles the analytical side of thinking quite well. But there is a need for improvement in the constructive, creative and conceptual side. In the future, this is the aspect of thinking that is going to be essential for success. All the rest is housekeeping. To be sure, you have to get the housekeeping right, and brilliant concepts are no substitute for good housekeeping. But housekeeping is not enough. Water is necessary for soup, but soup is more than water.

There is really only one serious disease in business thinking. This is the disease of arrogance and complacency, the feeling that ‘We are fine, we are doing well, we know it all.’

Summary

The new concepts to be introduced in this book are as follows:


	
Sur|petition, which goes beyond competition

	
‘Integrated values’ and the third phase of business

	
Valufacture and a new value notation

	
Concept R&D

	
‘Serious creativity’




Edward de Bono




1 WHAT IS WRONG WITH THE FUNDAMENTALS?






Is there anything wrong with the fundamentals of business thinking such as efficiency, problem solving, analysis of information and competition?

These fundamentals were developed in the early and somewhat primitive days of business, and though they are still valid today, there is a need to examine them more critically – which is what I intend to do in this section.

In the early days of business, the economic baseline was rising in developed countries and to a lesser extent in developing countries. It was only necessary to keep your place on this rising baseline and all would be well. The two things necessary to keep your place were efficiency and problem solving.

Efficiency in the use of capital, people, energy and resources could keep you on the rising baseline. If a problem arose, then you solved it and returned to the baseline. This process is shown in Figure 1.1.

The process is not unlike that of a family bringing up a child. There is shelter, care and nutrition. If the child falls ill you call in the problem-solver, the doctor. The child is cured and goes on to grow into a healthy adult. Growth is the natural state of affairs.
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Figure 1.1

Today, for a variety of reasons the baseline is flat and may even be declining. There is a global marketplace with overproduction of goods and services – at least with regard to those who can pay for them. All the efficiency and problem solving in the world may only keep you ‘efficiently’ on the declining baseline.

In short, efficiency and problem solving are maintenance procedures. If the direction is good or if the economic baseline is rising, then maintenance is sufficient; but if the baseline is not rising and the direction is not correct, then maintenance alone can never be enough.

Businesses often feel that since they have a lot of market muscle and such a dominant position, maintenance will be enough. In recent years, however, even mighty IBM found that market domination was not enough if you fell behind on concepts. IBM fell behind on the concept of ‘connectivity’ and has suffered as a result. IBM has also suffered from lower-priced clones when the mystique of computers wore off and there was no longer a need for reassurance from the solidity of Big Blue.

You may feel that you have a secure market niche and that maintenance is enough. You may be correct in this assumption or you may not.

The maintenance concept of management used to be sufficient, but in most cases is not sufficient today.

I shall now have a look at each of the four fundamental pillars of traditional management thinking: efficiency, problem solving, information analysis and competition.

Efficiency

Efficiency is the ratio between input and output. It asks, what is the best output that I can get for the resources that I put in? For this required output, what is the minimum of resources that I must put in? If we think in terms of efficiency, we have to think in terms of input/output ratios.

Efficiency means productivity. Efficiency means no waste. Efficiency means getting the best out of our efforts, energy and resources. What can possibly be wrong about that?

To begin with, efficiency looks at input and output and does not look at the customer. The American auto industry removed all extras in order to give the customer the lowest priced car. This is a form of efficiency. The Japanese built up their 30 percent of the American car market by piling on extras as part of the basic car price. This was not the working of the efficiency concept, but the working of another concept – effectiveness.

The Japanese are indeed very efficient, and such concepts as ‘just in time’ are a witness to this efficiency. But they reach efficiency in a different way than American businesses. They reach efficiency through the route of effectiveness. The main difference is that efficiency is a ratio and effectiveness is not.

‘Effectiveness’ means that you determine exactly what you want to do. Then you use all the resources necessary to do it effectively. If you do not have enough resources to do everything, then you make a list of the things you want to do and go down that list using full resources for each item. When you have used up all your available resources, you stop.

Contrast this with efficiency, in which you divide all available resources among all the things you want to do.

If effectiveness means having five people paint one lamp-post, then you have five people paint the lamp-post. Efficiency means having five people paint five lamp-posts, even though the paint job might not be very good.

So the first stage in effectiveness is fulfilling the objective fully – whatever the cost in resources. The second stage is to turn to the effectiveness of the process itself. How can the process be made more effective? It is at this point that the process is improved and further improved. That is why there are far fewer parts in a Toyota than in a car from General Motors. The fewer parts make the assembly process more effective.

The end result of the whole process may seem to Western eyes to be efficiency, but it has been achieved by the double application of effectiveness, first to the output and then to the production process itself.

The principal efficiency question is, what are the minimum resources that I can use to get this output?

The effectiveness question is, how can the process be made more effective?

Effectiveness is not a ratio. The end point is fixed, and it is a matter of steadily improving the process of getting there.

There are further problems with the concept of efficiency. Efficiency is measurable at one point in time. While efficiency has to be measurable, what may happen in the future cannot be measured. So it is left out of any efficiency equation. You design a suspension system for the bumps it encounters right now, not for all the possible bumps it might encounter in the future. Efficiency has always got to look backward and historically. It seeks to maximize what is now being done and what is now known.

When the future turns out not to be exactly as predicted, which is usually the case, efficiency may actually have gotten us into trouble. Very efficient businesses are often very brittle. There is no cushion and no give, because there has been no waste and no slack. Bamboo scaffolding around major buildings in Hong Kong seems flimsy and insubstantial. In fact, it is very strong because it is flexible, and stresses and strains are shared all around.

Efficiency is often the enemy of flexibility, and in today’s business world, flexibility is becoming more and more important. Flexibility, in fact, has been the key to the extraordinary economic development of the Asian Tigers (Hong Kong, Taiwan, Singapore and South Korea).

Instead of working towards being the most efficient bicycle producer in the world, a business must instead have a bicycle-making capacity. But if there is a downturn in bicycles, then that same business must switch part of its production to health equipment or prams or whatever is in demand. In the old days, designers of electrical generating stations used to wrack their brains to foresee the future cost of coal, oil or gas so that their design would be the right one. Today they have given up such nonsense, and all power generators have a multi-fuel flexibility in order to use whatever fuel happens to be cheapest at the moment.

Too often, when we work toward efficiency, we forget about flexibility.

Problem Solving

It is easy to pick out the most dangerous saying in American business, a saying that almost by itself has been responsible for the decline in United States basic industry. Recovery has only come about by escaping from the saying, ‘If it isn’t broken, don’t fix it.’

It’s surprising that such a simple, and apparently sensible, saying could cause so much damage. It was meant to indicate that business should focus its thinking on problems and not worry about other matters – and that was precisely its danger.

Businesses were busy attacking and fixing their problems, and when they had fixed them, they were back to where they were before. Meanwhile their competitors were making changes at points that were not problems. They were busy changing the process itself, not just fixing problems in the existing process. For example, switching to continuous casting in the steel-making process boosted efficiency by 30 percent. And many of the mini-mill steel processes were pioneered in Italy and Mexico.

The danger of thinking only about problems is illustrated in Figure 1.2.

The chief executive of the General Electric Company in England once told me that he was very happy when there were no problems in any of his many divisions. It is not surprising that that company had been sitting on a cash hoard of about $2.4 billion
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Figure 1.2











Information Analysis
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Figure 1.3






[image: ]
Figure 1.4


Competition
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