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Some predictions nobody would believe... AT THE TIME!

In the midst of the
STAGFLATION
of the 1970s-80s

At the depth of the
1930s
DEPRESSION

In the Reagan years,
when the Cold War
seemed to be intensifying

In the 1990s at the
“new economy climax”
in the US

“In the 1990s there will be
a booming ‘new economy’
and the greatest bull market in US history”

“We are heading towards
two prosperous decades of full employment
with massive worker ownership
of houses and cars”

“The Soviet System will collapse,
one country after another,
and in a couple of decades, many of them
will be part of the European Union”

“In the 2000s China will become
the engine of growth of the world economy,
ready to overtake Japan and threaten the US”




The easiest way to make a mistake
about the near future?

torthinktwillise
IKENHENECERINPAST

‘History repeats itself...’
YES! ...but not immediately and not identically




GROWTH OPPORTUNINES

gareraimoving

andichanging @
target

Sustained growth
of countries; o CoOmMpPanIEes

depends on dynamiciStiategies
ANTICIPATING THE FUTURE




PERHAPS HISTORY CAN PROVIDE SOME LESSONS




THE LONG TERM ANALYSIS OF TECHNOLOGICAL REVOLUTIONS
provides an interpretation and powerful guidelines

HISTORICAL EPOCHAL
REGULARITIES SPECIFICITY

* Successive revolutions Economic success

every 40-60 years for the whole 40-60 years
of diffusion:

» A financial bubble DERENIIS EJJJ
collapses at about AUNIQUE
mid-diffusion ANDISEECIEIE

TECrU-2C9) | 91T
* A diffusion sequence EARADIE
of 8-12 year phases : :
(with a marked change in ‘tAr’1heIC|:ig§{";3§
business climate) princip :
for best competitive practice

Understanding that ‘big picture” and its use for strategic thinking
is the object of this talk




PERSPECTIVE

countries
IRYEROIHGeconomy

Since the
SuustEalrevolution™




THE SECULAR OVERVIEW
Technological revolutions and'paradigm shifts

THE SHORT TERM
The present world at'the turning point

SHAPING THE FUTURE
Different context: different strategies

A CONCERTED EFFORT,
Shared dynamic vision and convergent actions




THE SECULAR OVERVIEW
Technological revolutions and'paradigm shifts




FIVE TECHNOLOGICAL REVOLUTIONSINZOONEARS

1771

Arkwrigtht’sII The ‘Industrial Revolution” (machines, factories and canals)
mi
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Rocket Age of Steam, Coal, Iron and Railways
engine

1875 Britain
Carneigie] LUSA T Age of Steel and Heavy Engineering (electrical, chemical, civil, naval)
stee ermany
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2072 @a= ka8 Age of Biotechnology, BioglEctionicsiand INaelechnoloayZ:

1971
Micro- Age of Information technology:and Telecommunications >
processor

id across the world




Diffusion of technological revolutions takes place in successive
GREAT SURGES OF DEYEEORYSNT

o
»

Prevéous revolution MATURITY
exhausted and
declining

Development of potential

IRRURHION
IIIIIIIII’

1 1

Big bang Next big-bang

presenting an epidemic pattern, from irruption to maturity

in an overlapping succession, as each set of technologies is exhausted



U
liechinologicalfrevolutions
DONOTJUSTTADD
new interrelated'industries...

THEY PRODUCE:

* The rejuvenation of the whole economy
* A distinct change in social behavior

* A radical change in investment patterns
* Major institutional changes




Because each revolution has a double character
NEW INDUSTRIES NEW PARADIGM

A powerful cluster New generic technologies and
of new and dynamic organizational principles
industries capable of modernizing
and infrastructures the existing industries too

Quantum
jump in
potential
productivity
for all

Explosive
growth
and structural
change

A massive techno-economic paradigm shift

TRANSFORMING THE ECONOMY AND RESHAPING SOCIETY




The shift to the ICT paradig

MASS PRODUCTION

=

taking place since the 1970s

FLEXIBLE PRODUCTION
CLOSED PYRAMIDS OPEN NETWORKS
STABLE ROUTINES CONTINUOUS IMPROVEMENT
HUMAN RESOURCES HUMAN CAPITAL

SUPPLIERS AND CLIENTS VALUE NETWORK PARTNERS

FIXED PLANS FLEXIBLE STRATEGIES

INTERNATIONALIZATION GLOBALIZATION

THREE TIER MARKETS HIGHLY SEGMENTED MARKETS

~_msserooucron i g FuexsLe probucTon
_ closeorrrancs iU g opennemvores
_ smeterournes L g covTivuous PRoVENENT
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Truly a complete change in best practice ‘common sense’




RESISTANCE
* from institutions

* from people
* from established firms

All deeply adapted to the previous paradigm




Whatimechanism
canibreak the resistance
and
MASSIVELY

REDIRECT INVESTMENT

Y ¢




THE MARKET ECONOMY
IS SHAPED BY TWO COMPLEMENTARY AGENTS

Operates production,

trade and services

Manages PRé) B;JI-?;:_ON Agent for accumulating

investment money wealth-making capacity

Agent for reallocating
and redistributing wealth

SHOBINIERI
NORIZON FINANCIAL
CAPITAL
Flexible
and mobile

i functional separation
sm of the market system




When a paradigm reaches maturity

FINANCIAL CAPITAL
BREAKS AWAY FROM ESTABLISHED
(now conservative) PRODUCTION CAPITAL

Each time the result is:

A BUBBLE AND A CRASH!




For that reason... the diffusion process is broken in two
EACH GREAT SURGE GOES THROUGH TWO DIFFERENT PERIODS

First 20-3C Second 20-30 years

TURNING

TURBULENT RS
J;_r\ [\ GOLDEN AGE
OF GROWTH
investment ledi by the
. Duration? investment led u/ fr
by the criteria Criteria
of financial capital of production capita
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EMErgencelortieNew; recessions EXPANSIONIoHNEW,

DECInEGHtesld instability andErenewedeconomy
uncertainty,

ESTABLISHMENT FULL FLOURISHING
OF THE NEW OF THE TRIUMPHANT
PARADIGM PARADIGM
modernizing the old and gestation of the next




been aGolden Age

DEPLOYMENT PERIOD
GOLDEN AGE

179391

164850

§1893-95

Europe
110295
USA
419294

1he global

2000-77.
Knowledge Society

Irruption. BNz L Synergy. | Maturity

COLLAPSE




INSTALLATION: “Bubble economy”

DEPLOYMENT: “Golden Age”

Fluid, changing, unstable

Increasingly defined and stable

Fierce, for survival

Strong for growing markets

Financial; short-term

Long-term; growth and expansion

)

Divergent between and within sectors

Converging onto a higher plateau

INRGYAtioNn
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When guided by historical regularity
WEGCANEXPEG
N Trle FUTURE:

Two to three more decades
for the full deployment of the Information Revolution

A probable “GOLDEN AGE” prosperity,
very different from the 1990s

The transformation of all economic sectors
and business models by the ICT paradigm

And the gradual gestation of the next technological revolution
(shaped by the logic of the present paradigm)

But, we are still at the Turning Point...




THE SHORT TERM
The present world at'the turning point




THE NEGATIVE LEGACY
of the financial bubble at the end of the Installation period

* Huge losses of paper wealth (created by asset inflation)

The dark * Concentration of income in the upper end of the spectrum:
side the rich getting richer and the poor poorer

of the * Ethical softening: fraudulent and illegitimate practices;

investment corruption
boom « Celebration of greed and individualism

The

“destruction™ « Deindustrialization and deterioration
half of ofiwhole regions and/even countries
creative

R * Obsolescence andicompleteidevaluing
destruction

ofienormousamounts ofinvestment and/skills

* |LoSS|01iliepe /among e ImpoYErishied,
legdingjteresentment; violencerand migrations




e EaiNolIdgI ESIISON EAVENNPOSIHVENETACY

THE INSTALCAJIONOFNHEBSASESIFORHE FUTURE

Enough infrastructure for a decade or more
The new paradigm accepted as ‘common sense’
New production, consumption and business models established

New entrepreneurial giants: New engines of growth
Old giants rejuvenated

—

THE CORE ECONOMIES ARE READY FOR FULL EXPANSION




FINANCIAL CAPITAL HAS DONE ITS JOB
Its short-term horizon is now an obstacle
to redirect investment for maximum growth...

[housing bubbles, derivative mountains, quarterly ¢

... It IS time
to put production capital
at'the helm

And that is done by adequate institutional change!




HOW WAS
DEPLOYMENT
UNLEASHED
IN THE PREVIOUS
SURGE

P

With a complex set of policies
TO EXPAND DEMAND FOR MASS PRODUCTION
AND FOR STABILIZING THE ECONOMY




POLICIES TO EXPAND DEMAND FOR MASS PRODUCTION

Welfare State: redistributive model based on
progressive income tax, unemployment insurance,
pensions, etc.

Facilitating “mass consumerism”: consumer
credit systems, reduction of the labor day, week and
year, institutionalized labor unions

(for salary increases with productivity), “single
language” policies for homogenizing demand, etc.

Widening public demand: Increasing taxes for
State expenditure in defense, mass education and
health systems, infrastructure, public services, etc.

Marshall Plan for reconstructing European
production and consumption capacity

The national state was the locus and the focus
of the mass production paradigm




POLICIES FOR STABILIZING THE ECONOMY

Highly regulated national economies: Keynesian State
involvement, demand management,

fiscal and financial policies, monitoring of balance of payments
and restriction of capital flows,

regular statistics, regulation and strict compartments for
financial activities, etc.

Loosely supervised internationaleconomy:
Bretton Woods, IMF, GATT, World Bank, etc.

Geopolitical balance: United Nations, NATO,
“Cold War”, decolonization, etc.

When that paradigm reached maturity in the 1970s
MOST OF THIS FRAMEWORK BROKE DOWN OR CAME UNDER ATTACK




ImatinstitttenalNEmewWok
WasSidOEeqUaLe

o not consclotsly ilargd

MASS PRODUCTION
PARADIGM

Unleashing global synergy today
will require
AN EQUIVALENT (but quite different) SET OF CHANGES
adapted to global demand expansion and
SHAPED BY THE FEATURES OF THE ICT PARADIGM




What would be appropriate in this paradigm?

\— POLICIES TO EXPAND DEMAND IN A GLOBALIZING WORLD

Conditions for further globalization

of production (not just trade and finance)
“What's good for the ICT industries

is good for the world and vice versa)

Decided drive towards favoring and facilitating
the re-specialization of the advanced countries
and the adequate repositioning of all

— POLICIES TO REGULATE THE ECONOMY AT THE APPROPRIATE LEVEL

If the economy functions at the global level,
enforceable regulation

cannot be restricted to the national level

(at least in finance, environment, trade and major crime)




Aniparticularly important feature to; understany
RIS EARADIGMIOVERCOMES THE OLD! DICHOTOMIES

Global marketsts ______ _iocalmarkets
Competition® _____ _Cooperation
Highitechs. ¥ Craft
High tech Srait

Giant corporationsts, . _Small firms

Foreign investment® _____ _Sigcallinvestment

Viarkets

Nejther one, nor the other, but rathers

ARPOWERFUL COMBINATION OF BOIi




“Market
fundamentalism”
is as hig
an obstacle
for Deployment

today

v

as “State Fundamentalism”
was for Installation
in the 1970s and 80s




In this globalizing paradigm all levels are involved...

Global
Supra=National
National

-aNUtNePoelicy decisions

LakenartnIsSTliurnir JHJJI
WIlIFSHEAPENHE

ior the next 20 or 30 years




SHAPING THE FUTURE
Different context: different strategies




THREE IMPORTANT PROCESSES
TO WATCH
in the shift from Installation to Deployment

Each industry’s restructuring
What mergers, acquisitions, alliances or divestitures are shaping it?
How is it overcoming excess price competition?

Each value chain’s decomposition and integration
What is being outsourced and what is being kept as core?
How finely are they breaking up activities?
What type of advantages are attracting which parts of the chain?

Each market’s segmentation
Which product segments are being standardised and which customised?
Which qualities are being sought in the most profitable segments?

These processes will define the viable positioning space
for companies and countries




Why is market positioning and repositioning so important?

Because conditions of profitability
are very different
according to market.segments

Iihe flexible nature
ot the |G} paradigm
and its tools of information processingjand coordination
facilitater =ar cJ EVENn inaduce —
THE DISAGGREGATION OF THE'VALUE CHAIN
AND THE INCREASING SEGMENTATIONIOF ALL MARKETS




MARKET SEGMENTATION/AND/ITS DIFFERING CONDITIONS

Differentiation
oPbrands
InNnevation
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COMMODITY

Importance of price
and basiciqualities

Importance of'direct
access to clients

And this applies from raw materials to all manufacturing and services




Organic food
“Boutique” steel
Clean(ed) fuels

Starbucks Coffee
Anti retro-viral drugs
Brand Cognac
Parmesan cheese
Termite-proof wood
Adventure tourism

Raw materials
Wheat; beef

Auto parts

Computer disk drives
Standard software
Mobile phones
Beach tourism

Some examples of positioning

SPECIAL
A

UNIQUE

Sloacizilisad nichea rmarkats

Standardise

q

CUSTOMISED

argats

Design of landmark
buildings (Bilbao
Guggenheim)

Major information
systems

Viagra (at first)
Tourism in the Vatican

Dell computers

Blue jeans to size
e-government software
Personal services
Technical support

Hip operations

Health tourism

Improvement is achieved by appropriate repositioning
building from existing expertise and advantages




THE WIDTH OF THE DECISION SPACE
OF EACH COUNTRY AND COMPANY
WILL BE INFLUENCED BY:

*The existing advantages;and expertise
*The ability torrevalue them

*The qualityfoifthelClNniEastructurerand capabilities

Different national patterns of
INNOVATION and SPECIALIZATION




DYNAMIC SPECIALIZATION AND GROWTH
WILL DEPEND ON A FAVOURABLE NATIONAL CLIMATE

Consensus for aiming at adequate market segments

Providing top quality ICT infrastructure and services
Promoting national and global networks

Favouring innovation and entrepreneurship
Facilitating access to finance

Investing in human capital at all levels

Investing in R&D (for present and future needs)

P,

withifacilitating conditions




A CONCERTED EEEORT
Sharedidynamicivision andiconvergent actions




From

short-range
policies

lo'long-range
analwide-scope
Unaerstanding
anad vision




Setbacks occur when you hold on
to a policy that worked
dNENIETSIUCK
Aftne
Previousi pnase

GROWIH TAKES PEACEINFATCHANGING CONTEXI:
DRIVEN BY TECHNOGLEOGICAL CHANGE

AdvVances nappen

WiERYoUprepane

for the next phase
(consciously, by intuition or by luck)




Three horizons for simultaneous action

Observe —and participate in— the shaping
Short term horizon: of the global context

TURNING POINT Buildla national consensus vision andlcreate
optimaliinstitutional conditions

rJAJo modernize.and I's‘JUJJJfJJI Ithe oldisectors
niless vulnerable market Segments or
m adequate global network roles

Strengthen ICT capabilities and infrastructure

Medium term horizon: Promote widespread/ICT use and

DEPLOYMENT PERIOD OF ICT new business models across the economy

Jnten;]'fy efforts in human capital formation

acilitate entrepreneurship
m oroerJu g business support services

Conscious; preparation:

» sustained investment in R&D

* support innovation

» alliances to strengthen position
in bio, nanotech and others

Longer term horizon:
NEXT TECHNOLOGICAL REVOLUTION




Move from isolated
decisions...

TO AGREEMENT
ON A COMMON DIRECTION

Business

Government

>

Society




