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Flash Forward . ..

00—

he year is 2020. And you’re one of the lucky ones—
one of the prosperous few who have successfully weathered the single
most challenging upheaval of the past thousand years.

Like the American pioneers of old, during the 1990s you were one
of many who plowed confidently ahead, traversing the relative calm
of the Industrial Great Plains, with their seemingly endless opportu-
nities and wealth. You crossed into the new millennium full of confi-
dence, weathering the recession of 2001 and adjusting to the stark
reality of 9/11. The world had changed but not as much as you
thought it would; you felt cautiously optimistic about getting back to
business as usual. But ten years ago, all that changed. The familiar ter-
ritory of the Plains turned to global tumult and chaos as the world
plunged headlong into the economic and cultural Badlands: a land-
scape just as treacherous and unpredictable as that found in the Dako-
tas. No one believed it would last two full decades, but the past twenty
years were indeed characterized by continuous, unpredictable, and
often violent weather systems—a host of challenges and complexities
that arose without warning, that demanded entirely new ways of
thinking and radical strategies to keep your journey moving forward.
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And yet you survived. Like the most resourceful, adaptable pio-
neers, you courageously trekked forward; you availed yourself of the
tools, knowledge, and relationships necessary to make it through a
rugged journey punctuated by abrupt shifts in the landscape, eroded
by powerful forces, and driven by inexorable change. And here, now,
as you pause to reflect, safely landed upon the Foothills of the Far
Future—a future that beckons from the last range of the Badlands—
you notice the fundamentally altered landscape around you.

The opinions of a global elite—highly skilled executives and cham-
pions of social change—dominate the evening news: government
voices have receded. You still marvel at the surge of women’s leader-
ship at the end of the decade that brought a new, powerful, and effec-
tive voice for sustainable globalization. The balance of global power
has shifted, and a new tension between social and economic growth
has become visceral and very real. You are adjusting to the unantici-
pated flow of groundbreaking innovations from China, and China’s
rising global role. Your professional network, independent of any one
firm but highly interdependent among its many members, spans ge-
ographies, disciplines, and generations.

If you're a Baby Boomer, you are thankful that the maturing Net
Generation’s insistence on a healthy work-life balance has touched
even a workaholic like yourself. You are passionate about inventing
your second middle age—thankful for the extra twenty-five years you
have—a gift not to squander. You marvel at how useful connective
technologies have become: peer-to-peer networks actually deliver, and
independent, energy-efficient fuel cells have facilitated moving entire
segments of people and organizations off the grid. You are thankful
for the many cures for cancer, the circulating sensors in your body that
provide early warnings of disease—as well as the breakthroughs in
biotech that have significantly extended life expectancy (although liv-
ing to 110 still seems a bit scary).

The sustained volatility of the stock market has given rise to mul-
tiple new metrics (new global accounting standards, new valuation
processes for IPOs, new methods for perceiving and measuring value),
and to a thorough globalization of the market. Organizational struc-
tures are now so diverse that talking about them is irrelevant. They are
now driven by economies of scale as well as economies of structure,
and their dispersed, myriad value webs are of chief importance. You
are thankful that the clash of civilizations is still held at bay, even
though the major cultural groups are more powerful than antiquated
ideologies such as communism, socialism, or democracy.
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As you look back on your journey, and how you thrived in the Bad-
lands, you are suddenly aware of how much you have changed, per-
sonally. Weathering the myriad shocking changes around you has
greatly influenced your outlook, opinions, and codes of conduct, as
well as your professional, emotional, and spiritual life.

Armed with vital tools, strategies, knowledge, and an identity as a
global citizen, you are now a wise, prosperous, driving force in a world
forever changed.



CHAPTER ONE

Making Sense
of the Big Picture

—/0/

he Badlands is a metaphor that invites us to embark
on a journey of discovery. It is the context in which the complex story
of globalization is unfolding.

As we look ahead to the year 2020, the Foothills of the Far Future,
we ask ourselves, how do we get from here to there? Navigating the
Badlands is a metaphor for taking the journey through this challeng-
ing transition zone between the end of the Industrial Era and the full
promise of the Information Age. The Badlands is the rugged stretch
that bridges the past with the future, a time after massive structural
shifts have rendered the old economy and its social foundations ob-
solete, and new values and structures are not yet firmly in place. In the
Badlands we experience considerable pain and bewilderment as one
way of life ends and we grapple with how to create the next.

THE JOURNEY

This book is about making the journey through today’s Badlands, a
journey that will last more than a decade. It delineates a set of in-
evitable pains that will assail individuals and organizations in this
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extraordinarily turbulent environment, as well as the new capabilities
we must develop to navigate this unmapped territory successfully. All
of us must cross this rugged transition zone, adapting courageously
and creatively to the comprehensive economic and social structural
shifts under way, or perish by the wayside. Although we will take this
journey as individuals, as members of organizations, as community
members, and as global citizens, the focus of this book is on our roles
in organizations and the challenges they will face.

These challenges are not centered in the ebb and flow of the busi-
ness cycle or the stock market. This is not to say these factors will not
be part of the journey, but focusing on them at the expense of under-
standing and responding to the bigger forces at play will not produce
a good long-term outcome. By using the data and insights in this book
to reach a deeper understanding of the powerful driving forces that
even now are transforming the entire context of business, you will gain
the opportunity to control your future rather than be controlled by it.
Our new global context demands that we innovate to create and grow
tomorrow’s industries and organizations. It further demands that we
build new social institutions, such as a better health care system and
a set of global organizations that can support our shared human goals,
since business cannot thrive without a vibrant society and society can-
not change if the economy is anemic.

Our dream should be the creation of a vibrant, equitable, and fully
integrated global society underpinned by robust economic growth
worldwide. To realize this dream we need better, more, and different
kinds of leaders and organizations that will match the needs we will
face in the new global reality. Today we have a mismatch.

My vision of the future derives from research that I directed at the
behest of a diverse group of global business clients striving to make
sense of a volatile business environment and eager to know how their
organizations would have to change to survive and prosper. It also
draws deeply from my own life experiences. I have worked in the vil-
lages of Africa, consulted with businesses and governments of the
emerging economies of Asia and Latin America, and conducted strate-
gic sessions with technology innovators of California’s Silicon Valley.

My most recent research is being conducted through Global Fore-
sight, the think tank and strategic consulting firm I founded in 2002.
It builds on research I spearheaded as a director at the Institute for the
Future, a spin-off from the RAND Corporation, where I was leader of
the Emerging Technologies Outlook Program, as well as research in
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the Center for the Future of China, a nonprofit I founded in Califor-
nia and at Peking University in Beijing. The research that culminated
in this book began in the late 1990s, when, despite the fast-growing
economy, rising stock markets, and hype about the New Economy, it
was increasingly apparent that the future was going to be very differ-
ent from the past. As a forecaster and futurist I found it no simple mat-
ter to predict trends for the first decade of the new millennium, given
the continuing surge of new technologies and the fast-expanding global
economy, and with them the new driving forces that continue to shape
the rugged landscape of the future into an ever more inscrutable envi-
ronment. My research team included economists, technology experts,
sociologists, political scientists, anthropologists, sociologists, and his-
torians. Working across disciplines we struggled to weave our findings
into a coherent pattern. But something was missing.

We were finally able to put pieces of the future together when we
looked back at other periods in history notable for disruptive inno-
vation. We examined eight such turbulent times, reaching back as far
as 3500 B.C.E., when writing was invented, through our own time pe-
riod, with all its breakthroughs in information, communication, and
biology, ending with a forecast of the upcoming wave of disruptive
technologies taking us through to 2020. This historical lens informed
our insights, enabling us to make better sense of this forbidding fu-
ture terrain.

Times of innovation are inherently messy, making it difficult to
match cause to effect, but we ultimately developed the view that dis-
ruptive innovations are part of a bigger cycle whereby new technolo-
gies, the economy, and society churn together to create an evolutionary
leap in human identity. No one knows for sure exactly how many such
cycles of innovation have occurred; scholars and historians identify
and count them differently. My colleagues and I settled on the belief
that we are now some fifty years into a seventy-five-year historical
cycle of disruptive innovation. In such cycles, surges in new tech-
nologies lead to structural shifts in the economy, which in turn hit
people full force, driving rapid and monumental changes in both busi-
ness and organizational life. Pushed off balance, the economy churns
and spins faster than society can respond, and social institutions begin
to fail. As the cycle progresses, social issues, technological inventions,
and economic shifts are all caught up in the maelstrom; we can
scarcely differentiate cause from effect. “Every few hundred years in
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Western history there occurs a sharp transformation. Within a few
short decades, society rearranges itself—its worldviews; its basic val-
ues; its social and political structure; its arts; its key institutions. Fifty
years later, there is a new world. And the people born then cannot even
imagine the world in which their grandparents lived and into which
their own parents were born. We are currently living through just such
a transformation” (Drucker, 1993, p. 50).

The decisions we make during this transition period will shape the
new era. At the end of this process our very sense of identity breaks
apart, opening the way for the emergence of a new sense of self, ap-
propriate to the new context. At this point social and economic driv-
ers of change have come together again in a new, more stable pattern,
bringing the cycle of innovation to a close—and another begins. If this
is the case, then we as humans have been in the Badlands before many
times, indeed since time immemorial, for its ravines have always been
a predictable part of every historical cycle of disruptive innovation
and the upset that attends it, as sketched in Figure 1.1.

Historical cycle of disruptive innovation —75 years

Social
Innovations N

Economic

shifts

Techonolgies

Great Industrial
Plains

A

Figure 1.1. The Badlands: Transition Zone.
Source: Global Foresight, 2004.
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New technologies and their subsequent innovations don’t directly
cause social change; instead they create problems and dilemmas that
drive society to seek new solutions from a diverse set of choices. This
is the purpose of the journey through the Badlands. When cycles of
disruptive innovations result in major structural shifts across all eco-
nomic and social dimensions, as they are doing today, they create
enormous transition costs as society struggles to move from one era
to the next. How well today’s leaders manage the transition through
the churning marketplace and failing social institutions of the early
twenty-first century depends for the first time on a global cast of char-
acters. Their knowledge of their colleagues around the world is in-
complete, their ability to craft solutions together is untested, the stakes
for all parties are extraordinarily high: the good or bad choices they
make will lay the foundation for the next era. It is within this macro
context that business leaders and organizations will also take their
journey.

I am an optimist and I passionately believe that we can build a great
future that includes all of us—but not without making radical changes
in how we work and live, focusing consciously and continually on
doing the right thing globally. We have the resources, both human and
material, to do this, but no external force or agent guarantees we will
succeed. Participation is not optional. The new environment with its
continual supply of disruptions will force us to make new choices. To
accomplish our mission of shaping the next era, as many of us as pos-
sible need to make a hero’s journey in quest of a new way of life, em-
bracing the uncertainties along the way. Throughout history the hero’s
journeys have always been painful; this one will be no different.

GUIDE TO NAVIGATING THE BADLANDS

We have only just arrived in the entryway of the Badlands—the foot
of the cliff at the left edge of the Badlands map—so we face at least a
decade of continued volatility. I believe we are at the point of maxi-
mum turbulence in this cycle of disruptive innovation, where the
churn between society, politics, and the economy causes sufficient
stress and strain to finally break down the old systems. This will take
time and managing it will be the defining process in this transition
zone between eras that I call the Badlands. Transitions are always
painful, and escape is only an illusion. To help you on your journey, I
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have organized the book around four themes that are as interlinked
as they are distinct:

* Globalization: Understanding the big picture is not optional.
* New Leadership Crucible: The Badlands demands a hero’s journey.
* Organizational Metamorphosis: Partial responses are fatal.

* Social Choices: Stepping up to the planetary plate and making
the right social choices to create a global commons is essential.

I will cover all four of these themes, but my primary focus will set-
tle on the middle two, our journey as leaders of organizations and the
transformation organizations must achieve. The world needs great
leaders and organizations to have a robust society and economy. Today
I see a severe mismatch between what we have and what we need. It is
my hope that this book can help bridge that gap. Crossing into the
Badlands presents one of the most dangerous and disorienting phases
of the journey through it. The Badlands arouses extreme emotions
caused by individual and organizational pains that surface and resur-
face as we scan, scout, and steer our way around obstacles.

A Badlands pain arises when the shifting environment forces or-
ganizations and individuals to make strategic choices and changes in
direction, structure, or relationships in order to progress. Pains are not
death knells, but should be perceived as signs of what needs to change
and change fast. Like the severe warning signs of serious illness, they
require a speedy and aggressive response.

Pains in the Badlands are difficult to resolve. Often the viability of
a solution won’t be revealed until a choice has been made, acted upon,
and the results have made themselves known. This experience is less
like short-lived pain and more like severe chronic pain, in that it can,
and likely will, recur throughout the journey. Organizations and lead-
ers will need to engage in a constant dance of moving forward and
backtracking, recalibrating and moving on. Ultimately the pain will
fade away as new capabilities replace old competencies. These new ca-
pabilities are aimed at supporting the organizational metamorphosis
that is most likely to result in an exemplary, profitable organization
that will fit with the new context of the future that lies beyond the
Badlands. Much of this book discusses a set of pains and new capa-
bilities you will encounter on your journey:
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Pain New Required Capability ~ Discussed in . . .

Leadership Insecurity ~ Leadership Readiness Chapter Three

Competency Addiction ~ Systemic Innovation Chapter Four

Network Angst Support for Chapter Five
Social Networks

Strategy Tragedy Growth Through Chapter Six
Disruptive Innovation

Talent Tantrum Deep Engagement Chapter Seven
with People

Consumer Conundrum Customizing Personalized Chapter Eight
Relationships

Value Vexation Sustainable Globalization =~ Chapter Ten

As we confront the unavoidable need for individual and organiza-
tional metamorphosis, we must release patterns, mind-sets, and be-
haviors that have no place in the Badlands and beyond. Putting an end
to what no longer works is the first phase of any transition, and it is
sure to be painful. But with each release we take a step forward,
preparing ourselves for the confusing middle phase of this transition
where, perhaps for years, nothing will feel solid or provide much con-
tinuity. This is the second phase of all major transitions, in which we
thrash about until we learn enough to begin anew. In this middle
phase we must make huge social choices and experience their results,
learning from our successes and failures. Then we must push on and
make more choices. It is through making trade-offs in this environ-
ment of prolonged uncertainty and ambiguity that we will construct
the new beginnings, the third phase of the transition and the founda-
tion of the next era. This will be an ongoing process of successive ap-
proximation. It will take time and it will take guts.

Globalization: Understanding
the Big Picture Is Not Optional

Understanding and keeping the big picture in mind is not optional in
the Badlands. You have now entered a perilous phase of globalization
where you can easily lose your way in a constantly morphing land-
scape. Think of the driving forces described in this book as the diverse
weather systems of globalization that can suddenly appear, changing
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the landscape so much that you have to reorganize your expedition
and reset your compass. Globalization is an emergent phenomenon;
we will spend the next fifty years figuring out just what it is.

People tend to overestimate driving forces in the short run and un-
derestimate their long-term impacts. These driving forces are shaping
and reshaping not just the business environment but the entire global
context in which we live and work. No one can accurately predict the
future, even under stable conditions, but you can think about it sys-
tematically and make choices that help you steer toward opportuni-
ties and avoid threats. Those who don’t are sure to face ugly surprises.

Globalization is not intrinsically good or bad; how it evolves de-
pends on the choices we make. As an emergent phenomenon it is im-
mature and highly uncertain. However, its driving forces are known,
so you can anticipate their impacts and adapt early. It is particularly
important to begin to see the new patterns these forces will weave by
their interaction with each other. Business will feel the impact of all
the driving forces, with each company and industry needing to map
their specific impact and likely timing. Of utmost importance is the
rapid aging of populations not just in the advanced economies but in
the developing economies as well. Thanks to medical breakthroughs,
many of us who are middle-aged today will live to be a hundred, ex-
tending middle age until eighty. This will have myriad impacts on the
workplace, from increasing cross-generational workforces to defining
new work arrangements. At the same time, the rapidly growing num-
ber of educated and sophisticated young people around the world,
particularly in Asia, will facilitate the expansion of knowledge work,
resulting in a redistribution of high-value jobs to emerging economies.
Global transnational corporations will extend their geographic reach
and will continuously adapt their structures and work arrangements
to take advantage of resources in many places. Advanced economies
like that of the United States will come under increasing pressure to
reinvent themselves through widespread innovation, as much of the
old economy moves offshore. There will be increased social shifts and
challenging domestic politics as workers come to grips with having to
reinvent themselves under pressure from massive job shifts, some of
which will be caused by the relentless introduction of new technolo-
gies, rendering products and at times whole industries obsolete. Com-
panies and workers alike will have much to contend with.

Individuals and organizations will have an increasingly tense rela-
tionship as the old social bargain between them completely dies out.
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Work life for both will be stressful in the coming decade. Global com-
petition will increase among a growing number of small and large
players enabled by a networked economy that levels the playing field
between advanced and emerging economies and makes it easier for
both individuals and firms to engage in creating new wealth. The
wealth gap between and within countries will increase in the absence
of a new social agenda. The Information Age polarizes global popu-
lations; you need the right skills to play, and relatively few have them.

As women go to work around the world the traditional notion of
a household breaks down. No social trend has as much impact as the
change in women’s roles. It changes the meaning of marriage, moth-
erhood, and consumption, to name just a few effects. Business will
want to take advantage of these highly skilled workers but will need
new ways to attract and retain them. Increasingly, women will make
more choices as consumers, pushing marketing and sales processes to
match their values. Women will be most concerned about the failing
social institutions and will play increasingly important roles politi-
cally to share the challenge of their reinvention. As the major family
caretakers they will experience the human needs along the life cycle
and the impact of our institutional mismatch with social needs.

Globalization means a new geopolitical context. Our governmental
mind-sets, rules of engagement, and institutions are both too big and
too small for the global problems wrought by a fast-moving global
economy. How is a global epidemic managed and contained? Who has
the right to wage war and in what fashion? How do we agree about
protecting the environment? And to further complicate matters, power
is being redistributed as countries like China and India surge forward
economically. Of particular importance is China, which will grow to
be such a major global power in all dimensions by the end of the Bad-
lands that I’'ve devoted a whole chapter to its culture and prospects.
All these changes increase uncertainty and risk for business. Each of
these drivers alone and in combination needs to be continuously
monitored and factored into business decisions.

Leadership Crucible: Taking a Hero’s Journey

Needless to say, this kind of environment will require leadership from
as many people as possible. The second theme I weave through the
book is the importance of using the Badlands as a leadership crucible.
The Badlands provides leaders with an innovation imperative. Many
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observers of leadership posit that we are seriously deficient in the
kinds of leaders we need, and I agree with them.

This global Badlands environment has the capacity for helping po-
tential leaders around the world take advantage of these times and
make a hero’s journey, leaving behind old ways and learning through
action what works not just for them but for everyone. As you take a
hero’s journey, new capabilities and leadership readiness will emerge
from the trek itself, as you interact with the environment and other
travelers. This leadership crucible forces us to face who we are, pro-
viding each of us with multiple defining moments. It provides
unimagined opportunities together with harsh ordeals. As a hero you
have to live your own life, not an imitation of another’s life. The jour-
ney will evoke your character and test it; as you journey deeper into
the Badlands you too will be reformed by its rigorous demands.

Heroes set off on a series of adventures beyond the ordinary in
quest of something lost, or glory, or redemption. Your own hero’s
journey is the search for a new global identity for both yourself and
your organization. The Information Revolution is already transform-
ing both the economy and society, creating a future that will be very
different from the past. Heroes must be extraordinarily courageous to
leave the familiar world of the old era shaped by industrialization, over
which they have some control, and venture out into a landscape full
of new features, constantly evolving through the erosion of the old.
Heroes must believe in themselves, trust in their web of relationships
with others, and learn ultimately to engage only with organizations
and individuals with whom they have shared purpose and values.

Only you can choose to proactively use this crucible to become the
best leader possible. Leaders grow by jumping into the refining fire of
a crucible and coming out changed, not by reading books, attending
executive development courses, or getting an MBA degree. While those
may be useful tools, leadership is a performing art that can only be
learned through action. The Badlands crucible is different from the
past in which many leaders honed their skills. It is a new place where
we can unleash our dormant abilities, define and refine our character,
and extract the wisdom of the future in pursuit of our goals. To date
we know little about how leadership crucibles work for women, for
young people, and for the diverse cultures that populate this planet.
Yet these are the groups where most of tomorrow’s leaders must come
from. It is imperative that we create more opportunities in this envi-
ronment for more leaders to emerge.
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Vital to a successful journey is coming to grips with the fact that
the Badlands possesses the power to transform you—or leave you be-
hind if you don’t adapt and can’t get connected. It has the power to
destroy people and businesses, making it seem a dangerous place, par-
ticularly as we see the tombstones of those who came before us and
perished—the New Economy Suckers—who succumbed to the irra-
tional exuberance and greed of the late 1990s. This brings us to our
first predictable Badlands pain: Leadership Insecurity, with its deep
feelings of fear and inadequacy. Not only will the new leaders who
emerge in the Badlands not fall prey to these feelings, they will be ca-
pable of enormous adaptability and unbridled curiosity—critical
characteristics to creating the new capability of Leadership Readiness.
Those who embrace the new context and adapt by developing new
competencies to match the shift in environment can thrive in the Bad-
lands, not merely survive. But even then, many gifted leaders will fail,
given the environment’s demanding and relentless nature.

A successful journey requires principles of transformation to guide
your way, as well as a new leadership paradigm to anchor them. At its
heart is the importance of being a leader in multiple ways and ac-
cepting that leadership is neither a solo act nor a celebrity role. First
and foremost you need to be able to lead yourself on the hero’s jour-
ney and share leadership with others across generations and cultures,
times and places.

I have distilled the following set of principles from my research
with pioneers in the Badlands:

Principles of Transformation
* Scan, Scout, Steer
+ Act with Integrity
+ Seek Collisions
* Learn Rapidly
* Engage Cultures
+ Innovate Radically
* Make Decisions Fast

* Execute with Discipline

These principles are all presented in more detail in Chapter Three,
along with some of the stories of those pioneers. I also refer to them
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throughout the book as strategies to help resolve pains and create new
capabilities. They support organizations and leaders in making a total
metamorphosis during their trek. Because they aren’t oversimplified,
or in any way locked to a single corresponding pain, they apply widely
and in overlay, making a rich and complex tapestry of solutions that
is both critical to success and strategically applicable to every phase of
the journey.

Organizational Metamorphosis:
Partial Responses Are Fatal

The booK’s third major theme is the inescapable demand that organiza-
tions not merely change but undergo a metamorphosis. The results from
my research indicate that organizations put off change until it is too
painful not to move. This is why so many business organizations made
only partial responses to the environment changes of the late 1990s. For-
tunately, they were able to create wealth even with mediocre perfor-
mance. They got caught up in management fads and half-heartedly
participated in so-called change management programs that often only
exacerbated their long-term problems and increased the tensions be-
tween firms and individuals.

Now the churn in the economy and in society is reaching its peak,
and the rest of the structural shifts will swiftly take place, leaving only
a tombstone to mark the resting place of those with partial responses.
At the end of these massive structural shifts the mismatch between or-
ganizations and the needs of both the economy and society will be-
come obvious. The innovation imperative of this turbulent transition
can no longer be ignored or treated half-heartedly. My research shows
that organizations and leaders demonstrate a dangerous reluctance to
face a host of truths. Many have not faced up to the inevitable fact that
they cannot rely on outmoded behaviors in a context that is utterly
changed. They cannot continue to do business as usual if they truly
want to survive and thrive. Pain is not only a barometer of truth but
also a formidable gateway to growth, new understanding, and power-
ful, positive evolutionary change.

Being successful in the Badlands demands skills and mind-sets dif-
ferent from those that brought business success in the late Industrial
Plains. It is harder to create and sustain profit in the Badlands, because
performance peaks are harder to climb and easier to fall off given the
pace of technological innovations that quickly render products and
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processes obsolete, and the global nature of competition. The Bad-
lands is a laboratory for truly radical innovation, not just in technol-
ogy but in business models that invent new industries and recombine
existing ones.

Most of us are getting oriented to the features of this new landscape
and assessing our readiness to go on. In our perennial quest for secu-
rity, we humans tend toward repetition. While humans are blessed
with the ability to make behaviors automatic, the dark side of this ca-
pacity is that mindless behaviors become difficult to extinguish. In this
way, behaviors that were once successful (within the context of the In-
dustrial Plains) may become dangerous traps and formidable barri-
ers to success in the Badlands. Most of us will therefore begin our
journey by defaulting to old behaviors and mind-sets that only delay
moving on. We call this Competency Addiction, the second of eight
predictable pains, one accompanied by feelings of Smugness and
Arrogance—a deeply defensive response as leaders of old business
competencies and products try to convince themselves and others that
the old way is still the best way forward. Resolving this pain includes
reconstructing who we are, and in the process, dissolving an identity
embedded in the old ways of working and living.

Leadership Insecurity and Competency Addiction are almost always
first encountered by organizations at the entry to the Badlands. The
other pains hover over the landscape toward the center of the map
like a black tornado ready to touch down and demand a response
when the conditions are right. This is a nonlinear journey in a non-
linear environment, and it includes some issues beyond the scope of
this book, such as the developing technology infrastructure and reg-
ulatory environment.

As noted earlier, every organization will encounter strategic junc-
tions at various points along the journey that will cause it pain. These
junctions are places where changes in the environment create issues
that intersect with the organization causing its leaders to make strate-
gic choices—changes in directions, structure, or relationships—to
continue executing its mission. These changes can come in the form
of new global competitors, disruptive innovations in the industry, ob-
solescence of a key technology central to a core business model, dra-
matic shifts in customer desires and purchasing habits, or loss of key
talent, to name but a few. Although smart organizations that keep their
eye on the big picture can anticipate these junctions, the fact that they
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exist and have to be responded to, early or late, preemptively or retro-
actively, will cause pain.

Resolving the pains is distinct from creating the new capabilities that
correspond to each one. Both processes must proceed simultaneously.
Ultimately they serve as a powerful antidote to the reemergence of
these old pains. Similar to the pains, the new capabilities are holo-
graphic; working to develop one affects the development of the others.

Each capability enables the organization to innovate, engage, and
integrate a web of relationships needed for long-term success. For no
organization can thrive without a robust culture of systemic innova-
tion, an engine of growth for disruptive innovation, and the capabil-
ity to engage diverse people deeply anywhere and everywhere around
the globe. Those who cannot design resilient networks, customize cus-
tomer relationships, and renew purpose and create knowledge won’t
survive. It is through building these capabilities that the organization
undergoes the metamorphosis needed for a viable future.

Armed with the truth about the journey—both its challenges and
its gifts—individuals and organizations will pass through a number of
maturing forms and stages, as the experience of the Badlands resem-
bles nothing so much as a biological metamorphosis. Like all evolving
organisms, these will be fragile and vulnerable at certain key stages of
their maturation. Armed with the principles of transformation and in-
creasing resiliency, we are most likely to survive and succeed.

Choosing Our Destiny: Making the
Right Choices for the Global Commons

The fourth theme in the book is the need to step up to the global plate and
mabke the right social choices to create a global commons. The commons
are the shared agreements and institutions we craft for the well-being of
all of us on the planet. If we fail to make globalization sustainable, the
world will simply roll on, becoming more dangerous day by day. We must
act with integrity on a global scale and make the right moral choices
about economic and social development. We have the human and ma-
terial resources to do so, but too few people understand globalization
and how they fit into it, or could do so. The unavoidable truth is that the
Information Revolution tends to polarize us as humans, to grow the gap
between the haves and the have-nots. Without people consciously striv-
ing to reverse it, the wealth gap will continue to grow.



18 NAVIGATING THE BADLANDS

Seduced as we were by the frenzy of wealth creation over the last
ten years, we missed the full truth of the early stages of this present
shift from one era to the next. This myopic economic view, common
at this stage in the cycle, obscures growing social issues. As the whirl-
wind of globalization swirled about the planet, it has been both in-
clusive and exclusive. Localities and people who have the education
and capacity to use information are valued and included. But many
who do not possess the right skills have been excluded and marginal-
ized as economically irrelevant. The business architects of the global
economy are nothing if not pragmatic: they do whatever works, wher-
ever it is most cost-effective, whenever it is most likely to create profits.
The information economy is inherently predisposed toward polariza-
tion, creating growth in the numbers of people both at the top and at
the bottom of society, causing social disparity. Those at the top are
able to learn quickly and adapt to the changing global opportunities
because of their advanced education. They can make great gains and
continue to build on them, amassing more wealth. Those at the bot-
tom are forgotten, mere bumps in the road.

In the long run globalization has the potential to lift everyone up,
but in the short run it is highly dislocating. We need leaders who can
help integrate currently marginalized economies and people into the
prospering global economy. We need leaders who understand the im-
portance of providing everyone a safety net, along with realistic long-
term strategies to firmly connect them to a successful life in the future.
This is a challenge given the great ambivalence around the world
about safety nets. However, it is totally unrealistic to expect people
who are marginalized by lack of education and access to the tools of
economic growth to be able to lift themselves up on their own. We
need innovations in our strategies to help them in the long term, but
we also need safety nets.

Plug-and-play capability for the global knowledge economy is not
readily available across vast swaths of the planet. One of the greatest
challenges in the Badlands is to resolve these marginalized localities
that occur everywhere, in every country and region, from the United
States to Brazil, from Europe to the Middle East and to the rising Asia
Pacific region. Despite the rise in income of some groups in the tran-
sition economies, the gap is increasing and for most the means to
catch up is elusive. Not only is it the right thing to do to find those
radical innovations that include more people, it is essential for sus-
tainable growth and the continued wealth of the early winners. Grow-
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ing and intense tangible expressions of social resistance can be heard,
as those left out form defensive communities built around primary
identities of religion, locality, ethnicity, or family. Examples of these
are Al Qaeda, the religious right, urban youth gangs, drug networks,
and militias, to name a few. Throughout human history defensive
communities have been formed, for good or for ill, in response to
great social and economic shifts, although never before have they been
so visible nor globally interconnected around their point of view and
so well organized to resist. Never before have so many people been in-
volved at both ends of the economic spectrum. Numerous signs of
friction can be felt as the gap grows between those who are included
and those who are not, between those who have and those who have
not. Should this continue much longer, there will be less appetite for
global closeness on all sides.

As things stand now we have created an unstable and interdepen-
dent global economic system built on a foundation of a multicultur-
alism consisting of extreme differences. This is not necessarily a fatal
trajectory; it could just as readily be a platform for future evolution.
Harmony between economic and social systems must be created; oth-
erwise, globalization will fail, denying billions of poor people an op-
portunity for much-needed development. Those who say that the
failure of globalization would be a good thing do not present a com-
pelling scenario of a better world.

Thus as we get a glimpse of the far foothills of the future beyond
the Badlands we see that it is not predestined. Instead, it consists of
two radically different scenarios: one is fragmented and dangerous, as
the haves hope to escape the wrath of the have-nots; the other is an
integrated global society where inclusiveness is on the march. The
choice is ours, for the most part, but even with good decisions we
should expect wild cards, those highly improbable events that could
have a big impact. We need to learn from everywhere we can—and
that includes a few lessons from history.

LESSONS FROM THE HISTORY
OF DISRUPTIVE INNOVATIONS

I close this chapter by presenting some insights and lessons from his-
torical cycles of innovation. These can serve as beacons in this murky
landscape that we face. During our research, my colleagues and I
probed deeply into several historical periods marked by disruptive
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innovations. We described the climate that contributed to making
these possible, examined the new disruptive technologies and the clus-
ters of technologies around them, and analyzed the churn between the
economy and society and the social innovations that emerged. At the
end of our research we synthesized a list of key lessons from this his-
tory and examined some of their implications for business during our
own turbulent time.

TIMES AND CYCLES OF DISRUPTIVE INNOVATIONS:
SELECTED TECHNOLOGIES

Bronze Age—(circa 3500 B.C.E.): writing, pottery
700 B.C.E.: Greek innovations: phonetic alphabet

100-999 A.D.: Period of Chinese innovations—classics on stone,
elementary zoetrope, books printed

1400-1499: Renaissance—printing technologies
1650—-1690: Penny press

1760-1830: First Industrial Revolution

1860: Vaccines

1870-1914: Second Industrial Revolution
1920-1945: Nuclear bomb

1950-2000: Information and communications

2000-2025: Biotechnology and other likely technology
combinations across disciplines

Source: Global Foresight, 2004.

The following discussion is not meant to be exhaustive but rather
to serve as food for thought, a means to extract lessons likely to be use-
ful in the decade ahead. We can also derive some comfort from seeing
that the human race has been in the Badlands before and thrived, al-
though each cycle presents its own unique challenges. I encourage
those of you with an inclination to delve deeper into this history to
take advantage of the resources of the Internet or any good library.
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“We are today on the rising slope of a third technological revolution.
It is a rising slope, for we have passed from the plus-minus stage of in-
vention and innovation into the crucial period of diffusion. The rates
of diffusion will vary, depending upon the economic conditions and
political stabilities of societies. Yet the phenomenon cannot be reversed,
and its consequences may be even greater than the previous two tech-
nological revolutions that reshaped the West and now, with the spread
of industrialization, other parts of the world as well” (Bell, 1989, p. 164).

Historical Lessons
+ Change comes from the fringe as stasis grows at the center.
+ Dynamic trading and human migration stimulates innovation.
+ Social ferment feeds commercial innovation.
+ Innovation requires optimal diversity.

+ Interchangeable parts and standardization provide infrastructure
for the next cycle.

+ Mismatch of scale produces instability and breeds innovation or
dysfunction.

+ New self-concepts: “identity” derives from innovation.

Lesson One: Change Comes from the Fringe
as Stasis and Corruption Grow at the Center

Innovation usually springs up at the edges of established centers of
power and wealth, and is often created by people who seem less than
central to the day. Often they are people from newly emerging eco-
nomic classes and occupations, dissatisfied with current conditions
and imagining ways to change them. By definition the centers of
power tend not to be responsive to outsiders. Having created large,
complex systems to sustain its power, the center responds to dissatis-
faction and innovation from the fringe by ignoring or contesting
them; tensions rise as new ideas take hold. Corruption of the power-
ful increases as they feel increasingly threatened.

There is no better historical example of this lesson than from the
late Middle Ages and the Renaissance, when the Catholic Church was
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a monolithic force in control of knowledge and therefore of people’s
lives. Merchants and traders on the fringe of society absorbed new
ideas on their travels and invented places people could gather to dis-
cuss ideas outside of churches. Soon there was a growing desire for
knowledge among ordinary people. The Catholic Church tried to
squelch both the ideas and innovators, calling them heretics and
damning them as opposing God and Church beliefs. As the Church’s
power became increasingly undermined by trade and literacy, it be-
came more corrupt in its quest to cling to power, a grip that was ulti-
mately broken by the invention of printing technologies, making
possible a surge of innovations from creating maps to books to the re-
organization of knowledge into new fields such as architecture and
engineering. What followed eventually developed into the Age of En-
lightenment, in the century that saw the formation of the United
States of America.

Today we can see all about us examples of tensions between inno-
vators on the fringe and those at the center who hold fast to the status
quo. Consider Linux developers and their open-source software, with
its implicit threat to New Economy juggernauts like Microsoft, who try
to monopolize markets by excluding others. Think about Move On, a
sociopolitical movement organized on the World Wide Web and
focused on transforming the American political process, and how it
creates tension with the existing political process. Consider micro-
enterprises in towns and villages all around the world funded by small
loans to women (initially provided by the Grameen Bank), which are
growing in importance to economic development and being called into
question by such large institutions as the World Bank. Think about the
tension between apartheid in South Africa and the popular power of
Nelson Mandela. Look at the festering corruption at the center of pow-
erful corporations such as Enron, Tyco, Arthur Andersen, Global Cross-
ing, and WorldCom, who tried to quell the voices of heretics opposed
to their corporate ways. Think about the Bank of China scandals in
Beijing as the government pushes for major reform.

Lesson Two: Dynamic
Trading Stimulates Innovation

As traders travel to sell their wares they collide with new ideas and
people different from themselves and learn to adapt their products to
fit their alternative ways of living. They also bring news of these dis-
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similarities back home, which stimulates more people to travel to ex-
pand their ways of living.

In the Bronze Age, from 3500 to 3100 B.C.E., hunting societies
transformed into farming societies and trade began. This was the ear-
liest time period we studied, a time when writing was invented, al-
lowing people to transmit and store information beyond the reach of
human memory for the first time. The first cities sprung up in today’s
Iraqg, and an urban economy rooted in trade began. It began with in-
novations in crafts, including specialization and early forms of mass
production. Sumerians invented the potter’s wheel to manufacture
vessels that were then traded over vast distances. This in turn de-
manded innovations in recording systems for tallying inventories,
shipments of goods, and payments. Merchants needed to preserve
records of their transactions to resolve disputes. Building on the in-
novation of writing, they created clay envelopes that could carry and
store tokens of commerce and make for ready filing in libraries.

Today dynamic global trading is also stimulating a multitude of in-
novations through the distribution of high-tech industry, what I call
the Global Silicon Network (GSN). Talented engineers migrate from
India, China, Israel, and France, to name just a few countries, to Cal-
ifornia’s Silicon Valley, where they learn technical and organizational
innovations and return home to start similar science and business en-
deavors, creating whole new industries in their countries. In this way
social innovation spreads as well. Through business travel, many ed-
ucated women meet similar women in other countries, giving rise to
global organizations such as the International Women’s Forum that
allow women to support each other globally to achieve common so-
cial goals and to advance the role of women in society.

Lesson Three: Social Ferment
Feeds Commercial Innovation

The context in which innovation takes place is absolutely crucial. Both
disease and war give rise to innovation whereby additional clusters of
innovations build one upon another. Louis Pasteur, a “fringe scientist,”
demonstrated the power of laboratory medicine by helping to end the
threat of anthrax to cattle in the 1880s. He took his laboratory to the
field and cultivated the anthrax microbe, then created the first vaccine.
This was a small-scale experiment with a big ripple effect, creating a new
theory of vaccines, launching the beginnings of the modern public
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health movement, and extending the practice of medicine to the farm
and other commercial areas. Through this successful, and certainly
disruptive, innovation, the scientific method became accepted and led
to the use of statistics to chart the rise and fall of disease—one of the
biggest stepping stones in the development of epidemiology since the
invention of the microscope. This surge of innovations launched a
new relationship between science and society that is pervasive in our
lives today.

Social ferment has been a hallmark of our current cycle of innova-
tion, beginning with the protest movement in the 1960s in the United
States. The segregation of blacks and whites created intense social fer-
ment that led to all sorts of social innovations from new social orga-
nizing principles and practices, from the Civil Rights Act of 1964 to
voter registration drives. Activists used this new knowledge about or-
ganizing against corporations. One such effort was led by a fringe
leader named Ralph Nader, who successfully sued General Motors for
harassment in response to his negative book on the Corvair. This led
to commercial innovations to create safer, higher-quality products. Saul
Alinsky led a shareholder protest against Kodak. Recent similar move-
ments like Move On’s political efforts are examples of leveraging com-
mercial innovation, in this case the Internet, to resolve social issues.

Lesson Four: Innovation
Requires Optimal Diversity

Disruptive innovations are not engineered; they arise spontaneously,
fueled by dynamic interactions between diverse people. They occur
when people are motivated to think and act in new ways, and when
there is a rich variety of ideas and perspectives. Preceding examples al-
luded to the importance of the diversity that occurs in dynamic trad-
ing, during social ferment, and among the heretics and mavericks on
the fringe. One impressive story of the role of diversity in innovation
was the production of the nuclear bomb in the early 1940s, during the
historical cycle of innovation that preceded the one we're living in today.

Even though H. G. Wells forecast the possibility of a nuclear bomb
in 1914, and scientist Leo Szilard is the legally recognized inventor of
the atom bomb through the patent he filed in Britain on July 4, 1934,
the bomb as we know it was developed by the Manhattan Project in
the United States under the scientific leadership of Robert Oppen-
heimer. The diverse gathering of scientists that contributed to the



