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THE ROAD FROM RUIN I: SHIFTING THE
SHAPE OF YOUR BUSINESS

The Protean Corporation, the subject of my new book The Future Arrived Yesterday is the product of three centuries-long trends—yet, at the same time, is uniquely possible only now, at the beginning of the twenty-first century.

The first of those trends is the ever-greater empowerment of company employees to assume control over not only business decisions for which they are best positioned in the organization, but also over the daily conduct of their own careers. Ever since the mid-nineteenth century, enterprises have been slowly pushing decision-making and responsibility down through the company and giving employees more and more independence.

This process began with the demand by employees—especially when they formed into unions—for ever more freedom. But for the last thirty years, and especially now in the new agile, virtual corporations, it has been management that has been pushing for greater employee empowerment—all but pushing them out the door to work at home, assume their own pensions via 401(k)s, and make their own business decisions for the company … and be credited or blamed for the results.

Until recently, the assumption was that modern employees, if given the chance, would both choose to work at home (or at Starbucks) and would prefer to be free agents in their careers, moving gypsylike from one employment contract to the next.

However, what has become increasingly apparent is that this sort of career only appeals to a minority of all workers—and that the rest, if given real freedom to choose, would pick careers across a wide spectrum that ranges from extended part-time work to traditional jobs to a lifelong commitment to a single organization. Thus, if a modern organization is to maximize its productivity, its intellectual capital, and its employee morale, then blindly pursuing ever-greater virtualization will only yield ever-worse results. What is needed now is a business model that moves away from across-the-board, programmatic notions of employee freedom and empowerment and delivers it in the form best suited for each employee.

The second trend, which I wrote about in a column last year in the Wall Street Journal, is that the United States is rapidly becoming history’s first true “nation of entrepreneurs.” Our heroes are entrepreneurs such as Steve Jobs, our children tell pollsters that they never plan on working in a real corporate environment ever in their lives, and Americans over age forty are now the fastest-growing group of new entrepreneurs in the country.

That’s the direction in which this huge new cohort of gypsylike, free-agent workers wants to go. And they aren’t alone: Even those folks who want to stay connected in some way to established companies are feeling the pull to create their own organizations. If companies don’t want to lose their shot at most of the nation’s best business talent, they are going to have to offer entrepreneurial opportunities inside their organizations—not just the usual lip-service about “intrapreneurship,” either, but real, stand-alone internal start-up businesses with their own management and reward structures.

The third trend is globalization. The rise of a worldwide marketplace, powered by the Internet and mobile telephony, has deservedly gotten a lot of attention in recent years. Unfortunately most of the characterizations of this market have been overly simplistic. The world, in fact, is not flat. Nor is the global marketplace mostly homogeneous.

The truth is far more complicated. For now, it is sufficient to appreciate that this global marketplace is going to be so complex that companies in the future are going to have to be more adaptive than ever before. And not just on the periphery anymore, but across the organization. Indeed, they may even have to leap back and forth from being manufacturers to being service providers, from public to private companies, and even from for-profit to non-profit entities.

The impact of these three forces on the twenty-first-century enterprise was the impetus behind The Future Arrived Yesterday … and the book offers the first attempt to reconcile them. The result is a radically new kind of company—what I call a “Protean Organization”—that finds a delicate balance between the company as shape-shifter (recall the myth of Proteus, who could change his physical form at will) and the company as enduring institution.

How do I find that balance? Well, it takes me a couple hundred pages to do so, but put simply—in what we Silicon Valleyites call an “elevator pitch,” so named for the time it would take to convince someone of your idea if you were riding in an elevator together—imagine the company as a permanent, solid center surrounded by an ever-changing cloud of employees, entrepreneurs, freelancers, contractors, and even people who may just stick around for a few minutes to write a line of code. In other words, an answer to the question: How do you meet the needs of all company stakeholders—from those who want their independence to those who want to belong forever—and still create an organization that is both perpetually changing and also built to last?





THE ROAD FROM RUIN II: MOVING ON
FROM THE VIRTUAL CORPORATION

Sometime in the next year—and we can only hope that it is sooner rather than later—we will emerge from our current recession and find ourselves in a new era of economic expansion.

In the process, we will likely be stunned to discover that while we were hunkered down just trying to get through the hard times, the world has continued to move on. There will be new technologies, new products, new competitors, new markets … and perhaps most important, new rules for doing business. And in response to all of these changes, there is likely to emerge a new kind of enterprise to compete for dominance in this changed world.

There is certainly no shortage of precedent for this kind of transformation. In fact, just about every boom/bust cycle of the last two centuries has seen the evolution of a new kind of business organization. Just in the last sixty years, we have seen the hierarchical corporation, the Sloan divisional organization, the R&D corporation, the conglomerate, management by objective, management by walking around, total quality management, virtual corporations, agile corporations, dot-coms, and Web 2.0 companies.

So, as we begin to ramp upward into the next period of economic expansion, the question isn’t whether we’ll see a new kind of company emerge—that’s almost a given—but what that new kind of company will be like.

This isn’t an idle question: If history is any indicator, this new organizational paradigm will come to dominate and define its era—and those companies that adopt it first will quickly leave their less-progressive competitors far behind. For that reason, at least in the early years of a new era of economic expansion, there may be no more important piece of information for companies to have than this model. After all, it will define both how they will be organized and the rules under which they will compete.

Almost twenty years ago, when I teamed with legendary Silicon Valley executive and venture capitalist Bill Davidow, I helped define the last great organizational model: the “virtual corporation.” At the time, we had both independently—he as an executive, me as a journalist—come to the realization that the rise of personal computers and networking technology was forcing radical changes on companies: inverting their organizations, forcing them to adopt principles of mass customization, enlisting their customers in product design, manufacture, and service and, ultimately, tearing down their walls and making them all but borderless.

The concept of the virtual corporation was considered too radical for most companies in the early 1990s. But then along came the Internet; and suddenly the idea of workers at home employed by a company without borders not only seemed possible but inevitable. And indeed, today virtual corporations can be found everywhere in the business world. They help define the Internet Age.

But almost from the start, I began to notice weaknesses—even potentially fatal flaws—in the virtual model. And as the years passed, it became obvious to me that these weaknesses were real and that the challenges they raised would have to be answered by a new model of business organization.

I began searching for this new model even as the tech world was collapsing at the end of the dot-com bubble, and it has taken me the better part of the decade to elucidate those ideas and (not a minor matter for ideas this radical) find the right editor and publisher in John Mahaney at Crown.

What is the fatal flaw of virtual corporations? They are fast, flexible, and smart, but there is no “there” there. Virtual corporations have no center, no heart, no reason to be. In theory there is nothing wrong with that, but in the real world companies are filled with living, breathing human beings. And human beings want to be part of something larger than themselves. They want to participate in a venture, a crusade that accomplishes much more than they ever could individually. And they want to look back on their lives and believe that it was worthwhile and that what they accomplished will endure.

My own epiphany about this came when I was updating my autobiography for my ABC News column. It suddenly hit me, with an empty feeling in my gut, that almost every company I had ever worked for was now gone. I would never have that moment as an old man, as my father and grandfathers had, of pointing at a building or a car and saying, “I worked there” or “I helped build that.”

Unfortunately, as a business reporter, I understood as well as anybody that those very companies I missed were now becoming extinct precisely because they were slow-moving, nonadaptive, and unattractive to the new generation of workers.

So, there it was, the paradox facing the business world as we raced into the twenty-first century: How do you build a company that is as fast-moving as the pace of technological innovation, that is ever-changing, and that can adapt to the special demands of the new Internet-based global economy … yet at the same time build something permanent and enduring, which preserves the corporate culture and business philosophy that first made it great? How do you build an enterprise that is in perpetual motion yet, in some essential way, remains permanent and grounded?

It seemed to me that there was no answer to this question. And yet, finding that answer was the single most important challenge facing every important company—indeed, every institution—in the twenty-first century.

My search for a solution to that paradox ultimately led me to the model of the “Protean Corporation”—the shape-shifter with the solid Core—and my new book, The Future Arrived Yesterday.
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O Heaven, were man
But constant, he were perfect: that one error
Fills him with faults, makes him run through all sins
Inconstancy falls off, ere it begins.

—Proteus, in Shakespeare’s The Two Gentlemen of Verona







INTRODUCTION

Catching the Future, Again

In 1992, not even twenty years ago, venture capitalist Bill Davidow and I predicted the rise of a new organizational form, what we called—in a book of the same name—the virtual corporation. It would be an adaptive organization, driven by technology, global in reach. It would be the form required of more and more organizations—if they are to compete effectively, if they are to survive.

When first proposed, our ideas seemed far out, their implementation something for a future generation. Yet today “virtual corporation” is a commonplace term, and most of us work in one. The revolutionary notions of 1992—telecommuting, global work teams, technology-based marketing and sales, and inverted organization charts—are now standard features of daily working life in much of the world.

The Virtual Corporation was written in anticipation of, but before the arrival of, the Internet Age. Davidow and I could already see that modern corporations faced a serious challenge, even a threat, if they did not recognize the profound social and cultural implications of the emerging new technologies on the way they organized themselves, related to their customers, communicated internally and externally, and even designed their products. We also argued that the organizations that intelligently embraced this change would end up the winners of the new economic era, and time has proven us correct.

A lot has happened in the last two decades. We now live in the age of Web 2.0, global wireless, intelligent cell phones, and the pending arrival of a billion new consumers. And the revolution we predicted in corporate organization is now largely complete, at least in the developed world.

But technology, and society around it, move on and at an ever faster pace. To anyone looking closely, it is obvious that the advances of the intervening years now pose a threat, and an opportunity, to modern organizations—not just corporations, but government institutions and non-profits—that will be even greater than that which created the virtual corporation. As I will show in this book, the situation is now even more perilous than most of us realize:


Every trend in the corporate world-technological, managerial, financial, and cultural-is pushing companies toward ever-greater virtualization, the dismantling of every traditional organizational structure, and their replacement with networks of free agents. At the same time, mounting evidence is warning us that this model doesn’t work.



Perhaps it’s because change has been occurring so quickly that it’s been hard to do anything but react. Or perhaps we’ve been waiting for a new generation of entrepreneurs and thinkers, men and women who grew up in the Internet Age, to come up with new solutions. Or perhaps it’s just been a failure of imagination.

But one thing is certain: while the institutions have, philosophically at least, stood still, the world around them, and the people within them, have been transformed in some very important ways. And the fit between company and people, the employer and the employed, management and labor—never very good even in the best of times—is becoming less secure with each year. Whenever this has occurred, it has led to friction, strife, even violence.

We need bold, new ideas. We need new ways of thinking about organizations that reflect the changing reality of the people who are part of them. And we need those ideas now.

Thus, the Protean Corporation.

AS WE WILL SEE in the pages that follow, the best companies of the future will use the latest information processing, communications, and social networking technologies to become shape-shifters, constantly restructuring themselves to adapt to changing circumstances and new opportunities. They will become protean.

Just as the notion of a “virtual” corporation seemed radical right up to the very moment it became everyday, the notion of a “protean” corporation is both hard to imagine … and just around the corner.

A number of these early stage “protean corporations” and organizations already exist:




	<>	Google has become one of the most successful new companies in the world by having not one corporate culture, but many under one roof, each designed for the maximum comfort and productivity of its people. This in turn has required a radically new kind of management: the boss as quick-change artist.

	<>	Wikipedia, a loose confederation of thousands of contributors that has all but replaced encyclopedias, is one of the most venerable of publishing industries.

	<>	Pajamas Media and the Huffington Post, aggregations of independent bloggers, is establishing a powerful model of the online newspaper of the future.

	<>	Approtech, an “appropriate technology” company that has transformed the economies of Kenya and Tanzania with foot-powered water pumps, operates successfully in the gray area between being a for-profit and non-profit company.

	<>	Blogosphere legend Evan Williams, founder of Blogger.com, bought back his podcast company Odeo from its investors, and transformed it into a successful new company incubator. Its first spin-off, Twitter, is one of the hottest new companies on the Web.

	<>	Giant corporations, from Hewlett-Packard to Intel to IBM, are becoming such loose confederations of empowered employees that as many as one-third of their professionals have never met their own bosses.

	<>	The U.S. Army, after its experiences in Iraq and Afghanistan, is hurriedly restructuring itself to be able to change its shape to meet any threat in the world with an appropriate combat force that adapts on the ground to an ever-shifting battlefield reality.





And there are hundreds more, most of them in the emerging world of so-called Web 2.0. This shift to protean organizations will have a profound effect not only on the corporate world, but on society itself. The transformation has already begun in the United States where, little noticed by the media, the very personalities that work best in protean organizations are now being honored, rewarded, and cultivated.

For example, almost every MBA program in the United States (and most of the rest of the world) now offers a program in entrepreneurship— something that was unheard of in their curricula just a decade ago— meaning that this generation of B-school grads is as likely to be trained as independent operators as corporate infighters. What Fortune 500 business executive has enjoyed more favorable media coverage than any other in recent years? Undoubtedly it is Steve Jobs of Apple, who has led his company through three radical transformations (computers, consumer electronics, telecom) in a single decade. And the most celebrated new CEOs of Gen-Y? The founders of social networks, such as twenty-three-year-old Mark Zuckerberg of Facebook, who have built companies composed of small core teams serving tens of millions of users/co-creators.

Protean organizations, by their very mutability, will also soon begin to erase the traditionally rigid lines between for-profit and non-profit organizations, as well as between start-up companies and mature enterprises. These boundary lines are so entrenched that distinct cultures have arisen on opposite sides of these walls, and as those walls crumble, there are likely to be dislocation and frustration as both sides struggle to adapt, when non-profits find they have to become more competitive (and their financials more carefully scrutinized than ever before) and established companies find themselves (sometimes to their horror) with wild-eyed mavericks and renegades in their ranks.
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THE MODERN CORPORATION has undergone radical changes in the last two decades. But you haven’t seen anything yet.

Powerful forces—major economic cycles, generational shifts, technology revolution, and a historic cultural transformation—are converging. Before they are done they will rewrite the definition of what it means to be a company. These “Protean Corporations”—not just companies, but non-profits and government agencies—will behave like perpetual entrepreneurial start-ups, continuously changing their form, direction, even their identity. They will be true corporate “shape-shifters.”

Protean Corporations will be so attuned to the times, so competitive, and so fast-moving that they will sweep all before them. By the middle of next decade, this new corporate form will dominate the marketplace.

And that’s just the beginning: By the time this revolution is complete, America itself will be profoundly changed. It will finally become what it has been moving toward for two centuries: the world’s first truly entrepreneurial society. That is to say, the first nation (as opposed to a region or city-state) where the dominant ethos is innovative, risk-taking, amnesiac, opportunistic, and thoroughly independent and individualistic.

Why “protean” corporations? Because the forces at play demand it, including:

TECHNOLOGY

Current semiconductor research and Moore’s Law (the hugely influential prediction, first made in 1964 and supported by evidence ever since, that the complexity and power of the computer chip will double every eighteen to twenty-four months) both suggest that by 2010 we will see the arrival of low-cost terahertz—1 trillion calculations per second— microprocessors. By the same token, memory technology will place as much as 100 terabytes of storage on a single handheld computer disk. Meanwhile, the capacity to most private homes in the United States (and most of Europe) of fiber optic cable, i.e., the third generation of the Internet, will approach one gigabit per second.

Together, this represents a technological leap of almost unimaginable proportions, the equivalent of putting all of the world’s computing power in 1990 into a single Apple iPhone. Equivalent technological leaps will occur in wireless, nanotechnology, at the interface between silicon and biotech, micromachines, displays, software, and interfaces. Large computer networks will exhibit extraordinary powers of decision making, modeling and simulation, speech recognition, and even cognition.

As the decade progresses, the experience of using a digital device will become transparent, ubiquitous, and increasingly indistinguishable from real life. Because it will be multimedia, rich in content, and supported by vast data resources, in some applications (such as product design) digital interaction may, for the first time, be better than face-to-face contact, at least in the sense that what is lost in physical immediacy will be more than offset by the flood of supporting data. This will be the case particularly when the distances are long, the travel costs are high, and the time zones many. Moreover, thanks to powerful global wireless networks, stunning new handheld devices, and universal GPS, these experiences will be accessible from almost anywhere on the planet.

Inevitably, this will atomize the already edgeless modern corporation, as well as other sophisticated institutions. Dealing with that, holding together a diverse population of employees scattered around the globe, will require powerful new management tools that are already in development—virtual workstations, broadband intranets, online corporate gatherings, new forms of team-building.

ORGANIZATIONAL

With implementation, these organizational tools will begin to change the way companies structure themselves. The current trend toward decentralization, de-massification, and the destruction of hierarchies will not only continue, but accelerate. So will telecommuting, global work-teams, and real-time enterprise networking.

Even more important, the rate at which companies reorganize themselves will also accelerate. Instead of shifting from one form to another (i.e., product divisions to market sector groups to integrated operations) over the course of generations, companies will increasingly restructure for greater competitiveness in just months, even weeks. Thus, these new companies will become corporate shape-shifters, forever transforming themselves to meet a rapidly changing world.

This fluidity of form, this impermanence of structure, will have the ironic effect of making the best of these companies more permanent and enduring. That’s because protean companies will be less likely to succumb to structural weaknesses than traditional companies. They will be more likely to focus on capabilities over products.

This new kind of organization will reinforce the primacy of strong corporate mythologies, philosophies, and traditions—the key component of companies “built to last”—to be the glue that holds their disparate parts together.

However, the durability of these organizations will not be matched by their predictability. The company that employs you for the next twenty years may radically change a dozen times, and you will have to find your place in each of those reincarnations.

HISTORICAL

The history of American business is the story of long periods, a decade or more, spent consolidating the current and received business model, punctuated with the sudden appearance of a new, replacement model. These rapid transformations typically occur in the aftermath of wars or economic downturns, at the arrival of a new generation, or after profound technological change. The middle years of the next decade are likely to feature the rare conjunction of all three.

From the Industrial Revolution forward, the trend in business organization has been toward increasing independence of employees, ever greater flexibility of operations, and more pervasive implementation of technology. The “virtual” corporation was an outgrowth of the rise of the Internet, the laptop computer, the cellular phone, and teleconferencing, as well as the mass customization made possible by the IT revolution. It also lent itself neatly to the antitraditional attitudes of Generation X.

Those changes have been assimilated. Now a host of new forces presents itself. First are the major technological advances in chips, memory, and bandwidth, whose effects will be amplified by powerful new software tools in real-time corporate information, multimedia work-sharing, and employee/customer/supplier relationship management. There are also the as yet unknown implications of 9/11 and the rise of international terrorism, including the greater need for the decentralization of facilities and a greater dependence on secure networks and the distribution of records, decision making, and staff.

Just as important is the ongoing shift away from distinct products and models to aggregations of capabilities, “smart” products and services, and true mass customization. The fact that these products and services will be increasingly Web-enabled will only speed this development.

GENERATIONAL

Finally, there is the rise of a new generation, an event that is often the catalyst for radical change. The emerging “Gen-Ys” are distinctly different from the generations that came before. Not only is it the first generation to be born in the computer age (today’s grad students were born the year of the Macintosh introduction), it also combines deep tech literacy with a skeptical pragmatism about its uses. This is the “fix-it” generation, the roboteers, who want most of all to make current technology work right. It is also extremely entrepreneurial.

This cohort, many with parents who have always worked at home, has little interest in ever taking an office job, or working for a business that doesn’t change, They will expect their jobs to change as rapidly as the rest of their lives.

As the following pages will show, the process of combining all of these will be volatile, and the resulting explosion will force change upon all of our cultural institutions, starting with the world of business.

So why haven’t you heard about this? Because the emergence of each of these forces has happened in isolation. In the last few years there have been a number of stories about the next generation of workers, the broadband Internet, real-time operations, intellectual capital, and global virtual work teams. But no thinker or book has ever put them together to see their combined impact, a serious omission, because I believe the overall impact of the Protean Corporation will be greater than the sum of its parts.

The Wall Street Journal has estimated that there are more than 40 million self-employed workers in America, up 30 percent from 1998. Add that to the existing small-business owners and start-up entrepreneurs in America, plus the Gen-Xers anxiously awaiting the chance to bail out of their last-resort corporate jobs, plus the millions of Gen-Ys who, thanks to their freelancing parents, have little experience or comprehension of corporate or bureaucratic life, and by 2013, perhaps two-thirds of all adult Americans will be classified as entrepreneurial.

That number suggests that this transformation is inevitable. What that means is that our economy is likely to be even more innovative than it is today. Twentieth-century America may have been the most inventive country ever, but we may look back at it as a mere prelude to the twenty-first. Innovation is likely to spread across society, not just as products and inventions, but as new ways of living, new types of organizations, and new cultural breakthroughs.

Yet entrepreneurial America will also be much more volatile and competitive. In the continuous fervor to create new institutions, it will become increasingly difficult to sustain old ones. New political parties, new social groupings, thousands of new manias and movements, and millions of new companies will pop up over the next few decades. While the rest of the world will still be building global Goliath enterprises, America will be creating, to user blogger Glenn Reynolds’s phrase, “an army of Davids” to sweep around and over them. And if today’s large U.S. corporations don’t figure out how to somehow combine permanence with perpetual change, they will be swept away as well: right now, those corporations lack the model to do this.

This higher level of anarchy will be exciting, and often rewarding, but it will also sometimes be painful. Economic swings will be more frequent but of shorter duration. Entire industries will die almost overnight, laying off thousands, while others will just as suddenly appear, hungry for employees. Continuity and predictability, in almost everything, will become the rarest of commodities. And if the entrepreneurial personality honors smart failures, by the same token it has little pity for weakness. That fraction of Americans, 10 percent or 20 percent, who still dream of the gold watch or the thirty-year pin, will suffer the most, and unless their needs too are somehow met, they will remain as a perpetually open wound in our society.

The Protean Corporations will be at the heart of that new world because they alone both offer a model for corporations to survive in this new environment and recognize not only the needs but vital importance of those left behind.

A PROTEAN CORPORATION will be a very dynamic place. Companies will complete the move further away from hierarchies and toward a model of highly interconnected craft guilds. With a workforce scattered around the planet, linked virtually, the last obstacles to inclusiveness will also fall, meaning virtual job shops, temporary talent hired off the Web, more permanent part-time workers, and the hiring (in unusual new relationships) of the retired, the young, and the unlikely (illiterates, for example).

Management of a Protean Corporation will be both complex and demanding. The leadership of Google Inc. offers a clue: there, CEO Eric Schmidt must deal with a half-dozen different company subcultures— buttoned-downed accountants, slick salespeople, seat-of-the-pants server farm mechanics, and eccentric code writers, among others. All are held together by common history, purpose, and a chameleon-like top management.

Reconciling these diverse constituencies will be an immense task for HR and corporate communications. They will accomplish this with a wide portfolio of tools—virtual all-hands meetings, daily online newspapers, e-mail, and no doubt many techniques yet to be invented.

Protean Corporations will be an unlikely combination of volatile and stable. They will be loose confederacies of cultures, but with venerable and sturdy hearts. Among current institutions the closest comparisons are with movie studios, international relief agencies, and traveling arena shows (circuses, ice capades, rock bands). In each case, a group of talented professionals quickly aggregates around an idea or a business opportunity, forms a workable internal structure, expends the necessary time—weeks, months—to create and deliver their products and services, then distributes the subsequent rewards and goes their separate ways.

This type of behavior is now beginning to show up in progressive corporations to often extraordinary effect. Most famous, Apple quickly formed design teams and then product groups around two radically new (and unrelated to the company’s core business) products, and one revolutionary new service—the iPod, iPhone, and iTunes, respectively—and ended up with some of the most successful new businesses of the decade. Amazon did the same thing with its Kindle electronic book, Nintendo with the Wii. And at Google, employees are expected to devote as much as a quarter of their time to pursuing new business ideas and forming project teams around them.

Like the entrepreneurs that people them, Protean Corporations will appear to be risk-takers with their constant shifts and turns, but they will, in fact, be risk-aversive, changing their form and direction to minimize risk.

Being extremely stable at their heart, Protean Corporations will also likely be more politically active (in support of their attitudes and values), an easier target for unions (if a new form of organized labor arises to meet their unique needs), and extremely innovative with regard to employee benefits, pay structures, services, and motivational tools. Like any entrepreneurial start-up, these firms also will be equity-driven, using not only stock options but wholly new forms of financial participation.

Protean Corporations and the institutions that mimic them will take the American economy to the next level of competitiveness, to a place where few other companies (or nations) will be able to follow.

I’VE ORGANIZED THIS BOOK into five parts.

The first part sets the ground rules for this book: the premises on which it is written, the forces at work in our society, the central paradox of modern business, and the deeper meanings of “protean.” Finally, I establish a formal definition of the Protean Corporation.

Part two follows the three threads—historic, technological, and entrepreneurial. The goal in this section is to show not only how the Protean Corporation is the natural next step in these stories, but also— for important reasons—why it isn’t.

The third and most critical part anatomizes the Protean Corporation, from the boardroom to the most distant sales office. This is not a simple task, given that there are no examples in the world of a fully mature Protean Corporation—yet. For that reason, in this section I am very careful to distinguish between what is based on existing examples and what is speculation.

Part four looks at how the Protean Corporation is likely to behave, especially as a competitor, as a financial enterprise, as participant in the global economy, and as a social force.

Part five will speculate on the impact of numerous Protean Corporations (embedded into an entrepreneurial society) on the American economy and culture. If my predictions are correct, the Protean Corporation, like the centuries-old institutional models before it, will ultimately transform society, ultimately turning it “Protean” as well.

IF NOTHING ELSE, I hope the reader will take away from this book the realization that despite the fact that our society has undergone enormous changes over the last twenty years, business—the place where we spend much of our adult lives, the source of our economic health, and the wellspring of the many products and services that improve our lives—has not yet caught up with those changes. Today’s companies no longer reflect who we are now.

That gap creates enormous vulnerability, and danger. I believe the reader will finish this book not only understanding that we must address this problem immediately, but also better equipped with ideas for how to do so. I hope entrepreneurial readers come away from The Protean Corporation realizing that this gap also presents a historic opportunity and that they now have the tools to capitalize on that opportunity.

In the end, if this book does no more than provoke a discussion about new business strategies for a new world, it still will have done its job.
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A NEW BUSINESS
MODEL FOR A
NEW WORLD

IN THE AIR

THIS IS A RADICAL BOOK. It calls for fundamental changes in the organization of businesses and other institutions in the face of the equally revolutionary changes in society and commerce, all brought on by the ever-accelerating pace of technological change.

This is a reactionary book. It calls for the restoration to the center of our institutions of those structures that preserve and nurture the enduring attributes of human nature and culture.

If this seems a contradiction, then so be it. As this book makes clear, a basic contradiction will lie at the heart of the most successful corporations of the future.

This contradiction will create perpetual tension in these organizations, pulling them in one direction toward disintegration and the other toward ossification, to centralization and decentralization, to tradition and perpetual revolution, and to permanence and oblivion. This tension will need to be constantly monitored, managed, and maintained in equilibrium, and that will be an immense executive challenge.

But the companies that succeed will enjoy a success that is itself a kind of contradiction: they will be nimble but substantial, adaptive but established, long-lived but perpetually young. Most of all, these organizations will be able to adapt and change themselves at lightning speed—they will be shape-shifters, “Protean Companies”—yet they will retain at their core something enduring and unchanging. And it is precisely this last contradiction that will define them and make them formidable adversaries.

Protean Corporations will dominate large segments of the global economy by mid-century, not just because they will prove highly competitive against existing, traditional national and multinational companies, but also because they will be the best defense against the rapid change, the unexpected new competitors, and the economic chaos that will be unleashed by the next billion consumers emerging from the developing world.

In other words, Protean Corporations will define and lead the next great world economic era, not just because they will successfully compete with their traditional competitors, but because they will outsurvive them. Like better-adapted creatures facing a worldwide environmental catastrophe, Protean Corporations will survive when their counterparts cannot.

Needless to say, as the situation becomes more desperate, smart and increasingly anxious companies will rush to embrace the new scheme just as innovative and highly competitive new organizational models did in the past, such as in General Motors’ divisional reorganization of the 1930s. Unfortunately for them, as history shows, each great new organizational model of the past century has not only been more difficult to implement, but that implementation must take place within an ever shorter window of opportunity.

Thus, while companies (including GM’s direct competitor, Ford) had nearly two decades to learn from Alfred Sloan and reorganize their companies along divisional lines before they risked being overrun by the competition, by the 1990s those companies that didn’t “virtualize” by reorganizing themselves around internal information networks, mass customization, and sales force automation tools were often left behind by their more progressive competitors in less than five years.

There is no reason to believe that this trend will change with the arrival of the Protean Corporation. In fact, it may actually accelerate. That’s because, unlike the virtual corporation, the tools to bring about this “Protean” revolution are already readily available. That’s good news, because it means that all that is really needed to be a Protean Corporation is the will to become one. But it’s also bad news, because unlike the past few organizational revolutions, there is no obvious technological imperative forcing the change, at least not at the beginning. And after that it will probably be too late.

Strange as it may seem, thanks to the electronics revolution of the last half-century, we are now more likely to accept the historic inevitability of our latest inventions than we are to adopt four thousand years of meditation on human motives and desires. Almost every modern company has learned to incorporate Moore’s Law of semiconductors (processing power doubles every eighteen to twenty-four months) and Metcalfe’s Law of networks (the value of networks grows exponentially to the number of participants) into its business model, if only as a fundamental acceptance of continuous change and of the value of interconnection. Yet most firms still are regularly caught flat-footed by the changing needs of an aging workforce, the need for people to gather in social groups, and the human desire to both build up and tear down hierarchies—lessons that could have been learned from the ancient Egyptians, Greeks, and Sumerians.

That’s why empirical management techniques—from Taylorism to MIS systems to this week’s newest CRM/ERM software—have never really worked as well as their proponents have claimed, and why management still isn’t the “science” it was predicted to become. Great executives still are born, not made, in the sense that their most important talents are those life skills they gained from experiences in their youth, rather than learned at an MBA seminar.

That is what will make this particular turn in the trajectory of organizational theory different from those that came before: it will be a humanistic revolution as much as a technological one.

I use that term warily, as it tends toward the squishy, the self-righteous, and the correct. That is precisely what I don’t mean by “humanistic.” Thirty years as a journalist covering high tech entrepreneurship, as well as being part of the rise of “social” entrepreneurship, has taught me that enterprises that adopt enlightened management practices for their own sake— or worse, as the raison d’être of the enterprise itself—are almost always doomed to fail.

Rather, what I am talking about is the kind of tough-minded leadership that sees people-oriented management as a competitive advantage, one that increases productivity and innovation, reduces turnover, and makes the company less vulnerable to market shifts and to competitive shocks. This is management that fulfills the spiritual, emotional, and moral needs of subordinates not because it is inherently decent (though that is certainly the grounding for these actions), but because it makes the organization they inhabit more effective.

This is the kind of pragmatic leadership that historically has been found in the best managed and most admired organizations, from Hewlett-Packard and IBM a half-century ago to Grameen Bank and Google today. These firms are inevitably admired for their innovation, their employee policies and work environments, and their contributions to society, but what they should be celebrated for most is their recognition that the secret to building an unbeatable, world-class enterprise lies in understanding not just the heads, but the hearts, of their employees and customers.

But enlightenment means little if it isn’t built on financial success. That was the mistake made by the legions of start-up companies during the dot-com boom. Having read all the right business books, the managers of these hot, young companies took great pains to do all the things expected of caring bosses: freely handing out stock options, buying ergonomic chairs, turning their offices into college dorms, paying for employee junkets, putting espresso machines in the lunchroom …. Unfortunately, they forgot to actually build businesses, create revenues, and, ultimately, convert that high employee morale into productivity, profits, and job security.

The story of high technology is filled with companies that offered their employees all kinds of perquisites, from par courses to day care centers, from massages to free automobiles. But because those perks were merely add-ons, untethered to the actual operations of the company, they were quickly taken away the moment the economy turned down.

Meanwhile, during those same downturns, other companies, many of them notorious for their lack of employee frills and their no-nonsense attitude toward the bottom line, were much more successful at staving off layoffs and saving their employees’ jobs. Ultimately, which is better: an employee weight room or keeping your job during a recession?

Say what you will about the personalities of Bill Gates, Andy Grove, Steve Jobs, or Larry Ellison, they have over the last two decades given tens of thousands of people steady employment, and made more than a few of those workers very rich—and changed the world for the better in the process. Theirs may not be most enlightened management, but when you think of those thousands of families able to buy homes, raise children, and escape into early retirement, it would be hard not to call it humane.

Thus, we have two kinds of corporations likely to be the early adopters of the Protean model: the enlightened ones, which are wise enough to recognize the competitive power of inspiring their employees, and the pragmatic ones, which are shrewd enough to know a new competitive advantage when they see one, and are willing to do what it takes to obtain it.

These two groups are already beginning to recognize that existing organizational models are losing their effectiveness in the face of an emerging (wireless) global Web, a new generation of workers, changing cultural standards, and an unprecedented and explosive expansion of the global marketplace. They are also becoming acutely aware of their comparative sluggishness and of their growing vulnerability to fast-moving new competitors who may emerge at any moment from the most unexpected sources.

And they are getting scared.

It is from these two types of companies, one attuned to its people, the other focused on finding an edge, that the first Protean Companies will emerge. Not because they will embrace a clever new academic theory, but rather because it is the best path to future success. Most, searching for a new, long-term organizational strategy, will simply back into this model, realize that it works, and dive in. For the enlightened companies, the transition to becoming Protean Corporations will be easy because they will discover to their surprise that they are almost there anyway. And the pragmatic companies will get there quickly because their cultures are designed for fast, focused, and opportunistic transformations.

By the same token, at the other end of the business spectrum, new start-ups are, by their very nature—small, loyal teams surrounded by layers of contractors, part-timers, and simple hangers-on—already Protean. Becoming true Protean Corporations will require of them merely an adjustment in trajectory, not a fundamental reorganization. In fact, one can make the case that the Protean Corporation is, at least structurally, an entrepreneurial start-up writ large. Thus, for new companies, becoming Protean may simply mean keeping on doing what they are already doing.

By comparison, it is the vast majority, the millions of companies in the middle, that will have the most difficulty responding to the growing competitive threat created by the changing global marketplace and the emergence of the first Protean enterprises. For them there will seem to be every reason not to follow this path. After all, there is the precedent of past success, the dangers of organizational disruption, current profitability, comfort with the power arrangements of the status quo, nervous shareholders, a large existing capital investment, and most of all, a fear of abandoning a proven business to go chasing after opportunities that may prove to be phantasms.

Indeed, there are a million reasons not to change. And a million companies will likely do just that. They will stand pat right up to the moment when their entire business begins to evaporate. Just ask the newspaper industry. Or the video industry. Or the music industry …

SETTING THE STAGE

Before we go any further, we need some definitions.

The bane of modern business is the adoption of terms and buzzwords— memes, Web 2.0, social networks, and viral networking, for example—before their precise meanings are solidified. The result is a kind of amorphous-ness that ultimately encompasses just about everything and thus means almost nothing. This often happens because there are a lot of business-people out there (especially the ones looking for investors) who want to attach themselves to a hot new fad without actually having to do the work or take the risk to adopt it.

The worst case is when companies, trying to gain respect, stake their futures on these inchoate and unproven ideas. How many companies died between 1999 and 2001 because they believed that traditional notions such as “profit” were meaningless in cyberspace?

So let’s set these definitions right now so that we are all on the same page.

First the premises:

< 1 >
The pace of technological change will continue.

Sometime, perhaps around 2020, Moore’s Law may finally hit some unreachable wall put up by the natural world: quantum effects, electron channeling, and the sheer cost of fabricating nanometer chips. But in a world of twenty-four-month product generations, that is not our immediate concern. For now, the pace of tech, that metronome of the modern world, is going to continue along its same exponential path—a trajectory that is now nearly vertical and that will produce mind-boggling advances in the next decade.

< 2 >
The number of new consumers in the world is about
to triple, making the world economy structurally
more volatile.

Between now and 2015, thanks to the Internet and cheap mobile phones, the number of consumers actively participating in the global economy will jump from one billion to three billion. As Silicon Valley marketing guru and blogger Tom Hayes has noted, it took twenty thousand years for the first billion consumers to populate the global economy, twenty years for the second billion, and probably just five years for the third.

The series of shock waves that will be produced by this consumer population explosion is hard to imagine: new products, companies, and fads appearing spontaneously from the most unexpected and exotic places, hundreds of millions of potential customers with little understanding of commercial transactions or business law, and huge new markets that are unlike any that exist today. Entire new industries will appear almost overnight, and disappear almost as quickly, companies will pursue customers in the most inaccessible places using the most unlikely marketing techniques (working through local chiefs, for example) and wealth will shift to those new entrepreneurs and companies that can adapt to this changed world.

In this world of the Third Billion, no market will be secure and no company, no matter how well run, will be safe.

< 3 >
Industrialized nations, but especially the United States, are
becoming more entrepreneurial.

Every survey of career plans taken everywhere in the developed world over the last twenty years has shown a growing percentage of the population abandoning the old dream of safe, life-long employment at a large company for the higher risk strategy of becoming a free agent, an entrepreneur, or the member of small, start-up company. So complete is this shift in the United States that (as we will discuss at the end of this book) this country may now be considered the first true entrepreneurial society in human history.

This shift in attitude brings with it a host of secondary effects, both good and bad. But one fact is indisputable: an entrepreneurial society with its perpetually migrating armies of independent workers, is much more volatile than its corporate counterparts. And any company that wants to last long in the face of this change will have to develop strategies to either swim against the current or learn to navigate with it.

< 4 >
A new generation of young people, with different attitudes
toward institutions and authority, is entering the workforce.

This goes hand-in-hand with an entrepreneurial society. The new cohort of young people just beginning to enter the workforce is already being called “The Entitlement Generation” for their independence, their scorn of hierarchies, their unwillingness to compromise, their lack of loyalty to anyone but themselves, and their sense of personal destiny.

Here’s what author Jake Halpern writes in the Boston Globe Magazine about this “New Me Generation”:


They are members of the so-called Entitlement Generation, the upstarts at the office who put their feet on their desks, voice their opinions frequently and loudly at meetings, and always volunteer-nay, expect-to take charge of the most interesting projects. They are smart, brash, even arrogant, and endowed with a commanding sense of entitlement.

… At the University of South Alabama, psychology professor Joshua Foster has done a great deal of research using a standardized test called the Narcissistic Personality Inventory (NPI). The NPI asks subjects to rate the accuracy of various narcissistic statements, such as “I can live my life any way I want to” and “If I ruled the world, it would be a better place.” Foster has given this personality test to a range of demographic groups around the world, and no group has scored higher than the American teenager. Narcissism also appears to be reaching new highs, even within the Entitlement Generation, among American college students.

… All of this would seem to suggest that this generation, which is flooding into the workplace, will create chaotic, unpleasant, and utterly unproductive work environments that will drive many a good business directly into the ground …1







< 5 >
Companies, by their very nature, want to grow and endure.





< 6 >
Human nature has not changed.











































OEBPS/images/Malo_9780307459800_epub_010_r1.jpg









OEBPS/images/Malo_9780307459800_epub_cvi_r1.jpg
SINEREREHIREIRIE
ARRIVED
YESTERDAY

Michael S. Malone

To subscribe to the free Crown Business E-Newsletter,
‘e-mai: CrownBusiness@RandomHouse.com





OEBPS/images/Malo_9780307459800_epub_003_r1.jpg





OEBPS/images/Malo_9780307459800_epub_tp_r1.jpg
THE FUTURE

ARRIVED
YESTERDAY

MICHAEL S. MALONE





OEBPS/images/Malo_9780307459800_epub_001_r1.jpg
PART
1

THE NEW WORLD





OEBPS/page-template.xpgt
 

   
    
		 
    
  
     
		 
		 
    

     
		 
    

     
		 
		 
    

     
		 
    

     
		 
		 
    

     
         
             
             
             
             
             
             
        
    

  

   
     
  





OEBPS/images/Malo_9780307459800_epub_009_r1.jpg





OEBPS/images/Malo_9780307459800_epub_008_r1.jpg
THE RISE OF THE
PROTEAN CORPORATION
AND WHAT IT MEANS
FOR YOU





