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Preface

On Thursday, October 24, 1861, workers completed the last link of the transcontinental
telegraph system across the United States. Forty-eight hours later, California’s famous
Pony Express mail service declared bankruptcy. In 19 months of operation, it became a
legend but never returned a profit to its investors.

In 1997 Hayes Electronics, the company that pioneered the personal-computer modem,
went into bankruptcy and never came out. It closed its doors leaving $40 million in debt,
at a time when modem sales were setting new records.

Meanwhile, Mcllhenny & Company, the small Louisiana firm that makes Tabasco Sauce
and other condiments, completed its 129th year in business.

Picking winners and losers in the game of business has always been a risky occupation,
and it's becoming more so.

Irving Thalberg, business adviser to the legendary Hollywood producer Louis B. Mayer,
advised him to turn down a certain movie project he considered a guaranteed failure.
“Forget it, Louis,” he counseled. “No Civil War picture has ever made a nickel.” Mayer
passed up Gone With The Wind and his rival David O. Selznik brought the film to the
silver screen.

Who knows how to recognize the next Pony Express or the next Gone With The Wind?
Who can predict the real payoff of information technology, genetic engineering, or
investments in the infrastructure of a developing country?

The “environmental scan” — the careful and thoughtful study of the business
environment — has become a critical part of the management thinking process. | call it
using your “corporate radar,” the sensing system that provides you with the evidence on
which to base your decisions about the very destiny of your enterprise.

Will the business you're in ten years from now be the same business you're in now?
This is a question that hangs above the head of every strategist. The American writer
and humorist Mark Twain advised, “When everybody is out digging for gold, the
business to be in is selling shovels.” There is actually quite a grain of wisdom in that
wisecrack. What is the figurative “shovel” that everybody will need tomorrow?

Success in business seems to be largely a matter of getting a few critical things right,
and then applying that success model in the face of the challenges and changes of the
business environment. But many times the changes are too complex, too subtle, or too
profound to allow the leaders of an enterprise to make simple course corrections.
Continuous change, i.e. the steady unfolding of recognized trends, presents one kind of
challenge. But discontinuous change, which brings an enterprise to a fork in the road,
presents another kind of challenge altogether.

CR-2



Technological change, for example, has often confused and confounded even the best
and brightest leaders in business and government. In their thought-provoking and
amusing book The Experts Speak, Christopher Cerf and Victor Navasky [fn] offer a
surprising inventory of confident judgments by highly qualified people that went wide of
the mark.

In 1921, the US Secretary of War was so convinced that airplanes had no real future in
warfare that he offered to stand on the bridge of a ship while General Billy Mitchell, the
chief promoter of military air power, tried to sink it by dropping bombs on it from a plane.

As early as 1921 and as late as 1940, no less than the New York Times and Scientific
American magazine declared that rocket flights outside the Earth’s atmosphere were
theoretically impossible. They and others dismissed Dr. Robert Goddard’s concepts,
which later became the theoretical foundation of modern space exploration, as “too far-
fetched to be considered.”

Ironically, Thomas Edison declared flatly that his favorite invention, the phonograph,
had no commercial possibilities. As early as 1937, Walt Disney’s brother Roy proposed
to retire Mickey Mouse as a character and a commercial product that had seen its day.
None other than the CEO of Digital Equipment Corporation, the respected computer
engineer Ken Olson, asserted in 1977 that no person had any reason to have a
computer in his or her home.

The economic sector is also prone to serious misjudgment by intelligent people.
Immediately after the great crash of the US stock market in 1929, many noted
economists and financial experts declared that economic growth and prosperity would
resume within a matter of months. The US economy did not return to full strength until
well into World War II. Conversely, many of the same experts predicted a long and
painful depression in America following the war. What actually happened was an
unprecedented phase of consumer-led growth that lasted for nearly a decade.

For many business leaders, the real fascination of strategic thinking is in the very
uncertainty that lies at the core of the process. It presents the ultimate intellectual
challenge, a kind of cognitive sport with high risk and high consequences. To peer into
the future, knowing that the payoff of your decisions depends on the wisdom — or luck
— that guides you to your conclusions, is a very sobering experience.

Over the past two decades I've been fortunate to observe, and sometimes participate in,
the strategic thought processes of some of the brightest business leaders on the planet.
I've learned a great deal about the various ways they conceptualize the future of their
enterprises. From those experiences and observations I've evolved a relatively simple
model for managing the daunting intellectual challenges involved in the environmental
scan. By conceiving of the business environment in terms of eight figurative sectors, in
which events and trends are acting to shape the options open to the firm, we can
describe and think about the forces at work there.
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By using our figurative “radar” to scan these eight environmental sectors, we can
compile a useful picture of the particular business environment facing a particular
organization. The most valuable aspect of these eight key radar screens lies in the way
they enable the leaders of the business to discuss, debate, interpret, and assimilate the
lessons the environment has to teach. Out of this understanding, which must be
continually updated and refreshed, they can commit energy, attention, talent, and
resources for the greatest strategic value.

This is not really a “futures” book, in the generally accepted sense. It has less to say
about what may happen in general than it has to say about how to figure out what may
happen in particular. In covering a wide range of possibilities that may affect many
businesses, it is not possible to specialize in the particular problems of any one.
However, | have tried to sketch out the elements of common concern, and to point out
ways to explore them further in order to build the strategic estimate for a particular
business.

To all who are kind enough to invest their valuable time in reading these precepts: |
hope you find value here, and | wish you the best of success — and a bit of luck — in
your ventures. This is a great time to be in business.

Karl Albrecht
San Diego, California
KarlAlbrecht.com
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