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Managing in the 21st century

The 20th century model for de-
signing and managing firms,
which emphasizes hierarchy and
the importance of capital and
labor inputs,
lags behind the
need to empha-
size collabora-
tion and wealth
creation by tal-
ented employ-
ees. It also actu-
ally generates

&b
unnecessary -
complexity that L Richard ‘
works at cross- Judd
purposes with

critical goals of innovation, flexi-
bility and competitive advantage.
Wealth and power in the 21st
century will increasingly depend
not only on new products and
services but also on new business
models and educational systems.
Given the current environment
of ongoing globalization, the digi-
tal age's dramatic technological
changes and the declining pre-
dictability of strategic planning
models, only new approaches to
managing employees and organ-
izing talent to maximize wealth
creation wilt provide firms with a
durable competitive advantage. It
won't be easy to discard decades
of management orthodoxy while
balancing revolutionary thinking
with practical experimentation
for CEOs and managers to “feel
their way” to new, innovative
inanagement models.
" From reading the history of
management and pioneers like
Frederick Taylor, onie realizes
that management, as a learned
discipline, was designed to solve
a specific problem — how to do
things with perfect replicability,
at ever-increasing scale and
steadily increasing efficiency.
Today poses a new set of chal-
lenges. How do you build an or-
ganization as nimble as change
itself? How can you mobilize and
monetize the imagination of
every employee in your firm —

every day? How do you create
your firm as a highly engaging
place to work? These challenges
simply can’t be met without rein-
venting our 100-year-old man-
agement model.

To start, consider the impact of
technology developments and
globalization on your customer
base. These forces are creating a
fundamental discontinuity. Tech-
nological advances and globaliza-
tion are creating a set of opportu-
nities — or chailenges — that did-
n't exist before.

At some point, realization can
come that a firm’s struggle to
take advantage of new opportuni-
ties is hindered because the or-
ganization was not designed for
this new competitive world.

Throughout history, technolog-
ical innovation has always pre-
ceded organizational and man-
agement innovation. Today, we
have to turn traditional manage-
ment orthodoxy on its head. For
example, the old model said:
“How do you get people to serve
the firm’s goals?” Today, one
should ask: “How do you build
the firm that merits the gifts of
creativity, passion and initiative?”
You can’t command those human
capabilities in your employees.
Imagination and commitment are
elements that people choose to
bring to work every day — or not.
This is just one critical question

business ownership and manage-
ment will need to address for
their firm to be effective in the
future.

The availability of powerful
new tools for coordinating
human effort will profoundly
change the work of management
over the next few years, due to
the need for firms to become
more adaptable, innovative and
even “exciting” places to work.

Another force looming on the
horizon is a revolution of future
employee expectations. The Y-
Generation is the first group to
grow up on the Web. Their basic
assumption is to be rewarded on
the basis of what one does, rather
than on the basis of title, creden-
tials, providence or anything else.

= The traditional hierarchical

model is not effective at organiz-
ing thinking-intensive work of
self-directed people. These peo-
ple need to make subjective judg-
ments based upon their own spe-
cial knowledge. Such people
work in all firms, in all indus-
tries, and in the digital age, it is
these people who create wealth.
We need a mode! for such work
— amodel that uses hierarchical
decision-making only for activi-
ties that need that authority, such
as allocating resources, holding
people accountable or appointing
people to jobs — but also enables
self-directed professionals to

consistently collaborate with
their peers. Management’s chal-
lenge therein is to create mecha-
nisms to enable such collabora-
tion for the firm to be both effec-
tive and efficient, allowing the or-
ganization to work horizontally
as well as vertically. Senjor man-
agers must remember: thinking-
intensive people are increasingly
self-directed — directed as much
by their peers as by their superi-
ors.

The outline of the 21st-century
management model is becoming
clear. Decision-making will be-
come more peer based. Strate-
gies will be built from the bottom
up. Power will be a function of
competence rather than of posi-
tion. )

What will be the specific met-
rics to assess the effectiveness of
a management model in the fu-
ture? Who knows? We are just
taking the first steps of what is
likely to be a fairly long journey.
The pieces are coming together,
but the picture is not complete to
any meaningful degree.

Recall, Frederick Taylor often
talked about the need for a men-
tal revolution when he was trying
to move organizations from the
craft-based model to the factory
model. Today, we need a new
mental revolution. Some firms
will lead. Some firms will follow.
The giobal and technological fac-
tors today have created a differ-
ent environment than existed in
the past. These changes call for
new management and organiza-

tional models. But, we won't be
able to reinvent management for
this new century without some
uncertainty, trauma and risk tak-
ing.

We may not realize, but more
global economic integration has
taken place in the past 25 years
than in the previous 10,000 years
of human history. Yet, the organ-
ization and management of firms
are lagging behind the changes |
existing in today’s world econo-
my.
Before us is an exciting oppor-
tunity. For the first time, the abil-
ity to create wealth is beginning
to be liberated from the two tra-
ditional primary inputs — labor
and capital. Ideas are being mon-
etized in ways never before con-
ceived. As a result, America and
the world are richer places.

The picture here is broader
than simply the creation of finan-
cial wealth. It includes an envi-
ronment that encourages, and
may even require, stimulating
work environments and more in-
teresting jobs for employees to
create more valuable products
and services for America’s and
the world’s consumers.

Happy holidays.
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