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Emerging Patterns of Innovation:
Sources of Japan’s 
Technological Edge
Fumio Kodama (Harvard Business School Press,
Boston; 1995) $35

Reviewed by John D.Trudel CMC

As it becomes more clear that tech-
nology drives the world’s econom-

ic order, and also its political order, we
see that major stakes ride on under-
standing what causes success and fail-
ure in technology-dependent industries.
Fumio Kodama’s work on this matter is
important change-your-mind, change-
the-world material.Those with responsi-
bility in industries that build things
should pay attention, and will be well
rewarded for doing so.

Kodama is Professor of Science,Tech-
nology, and Industry at the University of
Tokyo.His 1991 book Analyzing Japanese
High Technologies won the coveted Sakuzo
Yoshino prize for the best book in the
social sciences; the first time an engineer
ever won. Kodama has earned genuine
respect and influence for his research,
ideas, and writing.

Most books about Japanese business
are written by Westerners and focus on
executive management, or how to adapt

Japanese practices to Western businesses.
Kodama does none of that. He writes
about empirical results, backed by data-
based analysis and in-depth case studies.
He says the Japanese are pragmatic—
systems that work are good systems. He
argues that Japan’s success comes not
from exclusionary practices or conspira-
cies, but simply because Japan has a 
better way. In so writing,he hopes to ease
trade friction and promote mutual under-
standing and the sharing of knowledge.

Contrary to his pretty view of things,
there is ample evidence that Japan has
skillfully used protectionist practices, revi-
sionist history, and other unsavory meth-
ods to accomplish its aims. See, for
example,Trading Places by Prestowitz,The
Japanese Conspiracy by Wolf, Agents of
Influence by Choate, and Crichton’s pop-
ular novel Rising Sun. See also my article
“The Great Patent Sell-Out” (Upside,
November 1995),which describes Japan’s
attack on the laws which protect intel-
lectual property in the United States, and
the conciliations the United States has
made which dilute that Constitutional
protection.

On the other hand, there is also
ample evidence, to which Kodama’s
work adds, that Japan has in fact invented
many better methods. Even Japan’s crit-
ics sometimes admit that Western man-

agement is outdated; the prosperity of the
Pacific Rim is based on Japanese, not
Western,models; and the USA’s massive,
growing trade imbalances with Japan,
Singapore,Taiwan, etc., show Japan still
has much to teach us.

Kodama identifies six areas where
Japan simply sees things differently and
does things differently, in ways that out-
perform most businesses in the West.
These areas are manufacturing, business
diversification,R&D competition, prod-
uct development, innovation patterns,
and the diffusion of technology into soci-
ety at large. A brief look at each may
stretch your mind, as it did mine.

Japanese manufacturing in the nineties
is not so much about production as it is
about the creation of knowledge. For
example: Canon needed breakthrough
cost-reductions for its copiers. Instead of
reengineering, downsizing, and trying to
squeeze more from less, which is what
most Western manufacturers would do,
Japan committed top talent, invested
deep thought, spent patient money, and
searched the world for technology to
solve their problem.The focus was on the
copier drum, since that is the source of
90 percent of the maintenance problems
in copiers.The drum needed to be pre-
cisely round and so inexpensive that it
could be disposable.The breakthrough
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came at a picnic, when one worker held
up his beer can and exclaimed the Japan-
ese equivalent of  “eureka.”Sure enough,
adapting the processes and technologies
of making beer cans led Canon to a
major advantage. Its print engines now
power virtually all the copiers and laser
printers in the world.

Japanese high-tech companies now
spend 80 percent more on R&D (i.e.,
knowledge) than they do on plant and
equipment. And 80 percent of Japanese
fabrication firms expect that ratio to
increase or at least hold.

Japanese business diversification is fueled
not by spin-offs but by trickle-up.The
traditional Western spin-off strategy is
first to develop a technology for a
demanding, high-end product, and then
extend it to less demanding, low-end
products. Japan takes the opposite
approach. It applies technology first to
less demanding, low-end markets.Then,
as the technology is mastered, it trickles
up into the high-end markets.For exam-
ple, the West used carbon fiber first for
military aircraft; Japan used it first for the
shafts of golf clubs.The West invented the
technology, but Japan dominates most of
the fast-growing markets for it.

The conventional Western theory of
R&D competition is based on the principle
of dominant design. According to that
theory, when a new technology arises
there is considerable uncertainty over
which of the possible variants will suc-
ceed.After a period of time and compe-
tition, however, one or a few of the
variants come to dominate the others.This
leads to standardization, and competition
then takes place on the basis of cost and
scale. Japanese R&D, however, introduces
new products before the learning process
on the preceding innovation is complete.
Competition is based on technology pre-
dation: new devices drive their predeces-
sors completely out of the market,
typically within six years of introduction.

Traditional Western product develop-
ment is like a pipeline, in that new tech-
nology emerges from the successive

steps of basic research, applied research,
exploratory development, engineering,
and manufacturing. Related to this is
the reality that most Western companies
compete with existing products; they
seek constant, incremental improve-
ments.The Japanese method is differ-
ent. Demand articulation, as Kodama calls
it, translates market data into totally new
types of products, e.g., CD players,
home video recorders,Walkmans, and
so forth.While the West works the sup-
ply side of development, Japan works
the demand side.

Japan also uses innovation patterns dif-
ferently. In the West, innovation is
achieved through technological break-
throughs. In Japan, innovation is achieved
more from a fusion of different types of
technology rather than a series of break-
throughs.Fusion involves joint operations
among related industries. Breakthrough
innovations may bring prominence and
growth to a particular corporation, but
fusion gradually grows all the industries
concerned.Further,while breakthroughs
are often the result of defense policy,
fusion is promoted through industrial
policy.

The diffusion of technology into society
at large has been slow in the West, spread-
ing mostly on personal contact. Japan,
however, has often accelerated that
process, much to the benefit of its econ-
omy and businesses. For example, an
association of CAT experts persuaded the
government to cover the use of scanners
in its national health insurance plan.That
greatly enhanced the acceptance and dif-
fusion of CAT throughout Japan.

I have generalized and oversimplified
here for the sake of punch and brevity,
and that does not do justice to Kodama’s
insight and conclusions.Yet, if it persuades
you that much of the conventional wis-
dom in management, strategy, econom-
ics, and even international relations is
obsolete; and if it convinces you that
there are better ways to do things that we
can learn and use, then Kodama, I, you,
and your clients are well served.

John D. Trudel CMC helps clients prosper through

business innovation—that is, gaining competitive

advantage with superior technology, market fit,

and implementation. He can be reached in 

Oregon (USA) at 503-638-8644 or 

www.trudelgroup.com.

The Will to Lead
Marvin Bower (Harvard Business School Press,
Boston; 1997) $27.95

Reviewed by Robert H. Schaffer CMC

In 1966 Marvin Bower, the man re-
sponsible for McKinsey & Company’s

prestigious position in management con-
sulting,wrote The Will to Manage. In it,he
shared the wisdom from 30-plus years of
management consulting. With well-
earned confidence in that wisdom, he
announced that the key to corporate suc-
cess is getting people to work effectively
“through simple and traditional manag-
ing processes.” His aim was not to create
new knowledge, but rather to show how
“simple, fundamental, and well-known
managing processes could be systemati-
cally applied to achieve greater business
success.”The key words were simple, tra-
ditional, fundamental, systematic, and well-
known, and in almost 300 pages he laid
out the approaches he advocated.

The book was replete with sections
that began like this:“Fourteen basic and
well-known managing processes make
up the components from which a man-
agement system for any business can be
fashioned.”There followed a listing and
description of all 14 processes. In short,
Bower had learned the formula for effec-
tive management and he made it avail-
able to his readers.

Now, 30 years later, we have a book
with a similar title and an almost identi-
cal dust jacket. Is this an update of
Bower’s expertise and a honing of his
advice based on another 30 years’ expe-
rience? It definitely is not.
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Fundamentally, this is a book of spec-
ulations rather than answers. Bower calls
it a cockshy, a quaint British term for
“something to shoot at.”The book does
not present recipes for the reader to fol-
low but rather possibilities to think
about.There are so many formulaic man-
agement books by self-appointed gurus,
each offering its own magic key for suc-
cess, that it is most refreshing to share
Bower’s tentativeness and respond to his
invitation to speculate about the issues
he raises. He is one of the few people
who truly has the status to provide defin-
itive answers; yet he does not do so.
Rather,he invites us to consider his con-
victions and insights, and to experiment
with his ideas.

The territory we are invited to ex-
plore is a fundamental shift away from
“managing” and toward “leadership.”To
Bower, managing is the exercise of the
simple, systematic fundamentals he wrote
about 31 years ago within the traditional
authority-based, hierarchical organiza-
tion. Leadership, on the other hand, is
creating an environment in which peo-
ple think and act through trust, example,
and persuasion.This is done by treating
constituents with respect; developing
them and their self-confidence and self-
esteem; and making them stakeholders.
Bower describes what an organization
would look like with that kind of lead-
ership, how it might work, and how
CEOs and their boards can take the ini-
tiative to make the shift. He then urges
senior managers to experiment by intro-
ducing leadership modes into their work.
He says,“the CEO who wants to learn to
lead simply begins to act like a leader by
actually demonstrating leadership quali-
ties and attributes on the job.” He be-
lieves further that lower-level managers
can also benefit from experimenting with
leadership.

The Will to Lead is distinguished by its 
concentration on people issues vs. purely
business. Where his earlier book was
about corporate success through pro-
grammed management, this book is

about running a business with a network
of leaders. Some readers will see close
parallels between Bower’s point of view
and the tenets of the organization devel-
opment movement.This is one of the fas-
cinating aspects of the book. Bower’s
experience has led him to a new place,
and we rejoice. He asserts that being a
leader involves actively listening to peo-
ple with an open mind, demonstrating
high-precision truthfulness in all deal-
ings, and becoming unassuming and
approachable in behavior.

As you might expect, the concept of
teams is also central to Bower’s thesis, and
he offers a number of creative ideas about
what kind of teams to establish; for
example, five kinds of  “operational lead-
ership teams” (such as finance, market-
ing,manufacturing, and others paralleling
traditional functions) and “advisory lead-
ership teams” (such as technology alert,
computer alert, hustle, and others). As
Bower speculates about how it might
work, it comes across as a kind of fluid,
matrixed organization, with people as-
sembled in teams, some temporary, some
permanent, based on the logic of what
they must accomplish rather than tradi-
tional formal structure.

There are, by the way, two character-
istics of the earlier book that Bower
retains.One is to illustrate his points with
first-hand anecdotes. He has had a very
interesting and varied professional life,
and the experiences he shares greatly
enrich the book.The other characteris-
tic is the idealization of the McKinsey
organization and how it works. Even if
the image he presents is only half true, it
must be a wonderful place to work.

This is clearly a book from the heart.
Bower is convinced that managers who
experiment as he suggests will be so
rewarded by their experiences that they
will be impelled to continue the process.
In fact, he asserts that a first step into the
leadership mode will generate so much
momentum that accelerated progress is
inevitable. I am moved by Bower’s enthu-
siasm for this notion, although I am

somewhat skeptical of its literal truth.
And this is an issue for the potential

reader. If you analyze Bower’s assertions
too rigorously, you may take issue with
many of them;but then you also will fail
to benefit from his wisdom.Here is a rare
chance to take a flight of imagination
with one of the top management think-
ers and practitioners of our century.
Don’t spoil the experience by subjecting
it to the same test you’d apply to a how-
to book. Bower wants to stimulate our
thinking and experimentation, not offer
unassailable theories.And in that effort,
he succeeds very well.

Robert H. Schaffer CMC is a principal of Robert H.

Schaffer & Associates of Stamford, Connecticut.

He is author of the recently published High-

Impact Consulting: How Clients and Consultants

Can Leverage Rapid Results into Long-Term Gains

( Jossey-Bass, 1997), as well as many articles on

management and consulting.

Matsushita Leadership:Lessons
from the 20th Century’s Most
Remarkable Entrepreneur
John P. Kotter (The Free Press, New York;
1997) $25

Reviewed by John D. Roethle CMC,
FIMC

II thoroughly enjoyed reviewing this
book, and believe it is well worth your

reading for at least five reasons.First, it is an
enjoyable and inspirational biography of
one of the outstanding business leaders of
this century. Konosuke Matsushita (pro-
nounced mat-SOSH-ta) founded from
scratch Matsushita Electric Co., which is
today a 78-year-old company with $65
billion in revenue. In the process, he cre-
ated a few hundred thousand jobs directly
and maybe a million indirectly,and he per-
sonally made three or four billion dollars.
His brands such as Panasonic, Quasar,
Technics, and National are widely known
and sold in 160 countries. He made a
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major contribution to Japan’s recovery
from the devastation of World War II.
He is famous for his philanthropy and 
has inspired millions of people.

A second reason to read this book is
that he is a classic example of the entre-
preneur who succeeds in spite of great
hardships. He was raised in poverty, had
little formal education, suffered through
the Great Depression and the horror of
World War II in Japan, lost his parents and
nine siblings early in life, lost his only son,
had persistent health problems, and began
working at age nine to learn a trade—
16-hour days in another city in a hibachi
shop. He started his first business at age
22 with only 100 yen and no connections
or contracts.He never learned English or
lived outside Japan, though his businesses
most certainly did. In short,he proved that
strength of character, commitment, and
tenacity count more than the traditional
advantages. Indeed, maybe the obstacles
he faced hardened his resolve to succeed;
maybe great leadership is more a product
of pain than privilege.

A third reason to read this book is
that this man pioneered management and
marketing practices that are almost com-
monplace today—strategic planning,
organizational development,work teams,
time compression, globalization, out-
sourcing, decentralization. Consider:

■ He devoted few resources to R&D,
preferring instead to let others invent,
and then use better management,
production, and marketing to take
business from his competitors. His
power was execution, not invention.

■ He pursued global markets long
before most.This required a keen sen-
sitivity to cultural differences, which
was quite foreign to most Japanese
businessmen.

■ Early on, he recognized the necessity
to manufacture overseas, not just
export. Matsushita has 20,000 em-
ployees in North America alone, few
of whom are Japanese; and 183 com-
panies in 43 countries worldwide.

■ Except when the military forced him
to make uniforms during the War, he
stuck to his core businesses.

■ He defined the mission of his busi-
ness clearly and he stuck to it: Bene-
fit humankind by producing more
and more necessary goods and ser-
vices at lower and lower costs, all of
which requires profits to finance new
technology and additional factories.

■ He understood that profits and social
responsibility are both necessary and
important.

■ He worked constantly to inculcate
certain ideals in his employees. All
met each morning to recite these
commitments: service to the public,
fairness and honesty, teamwork for
the common cause,untiring effort for
improvement, courtesy and humility,
accord with natural laws, and grati-
tude for blessings.

■ Employees must have liked this lead-
ership.They got him back to run the
company after General MacArthur
removed him following the War (as
MacArthur did thousands of other
top executives).

■ Humility was key.Note how he lived
this out: He didn’t put his name on
his products; he remained accessible
to people until age 94 despite his
enormous success and wealth; he did
not abuse his power; he created, but
did not name after himself the Japan-
ese equivalent of the Nobel Prize; and
he continued to mentor well beyond
the time when his business would
derive any benefit from it.

A fourth reason to read this book is
that this man Matsushita models what we
can do late in life.We don’t need to retire
at 65.His example:He funded a Leader-
ship Chair at Harvard; he gave $1 mil-
lion to Stanford University, and hundreds
of millions to other good causes; he
established an institute of government
and management (at age 85!) that has

strongly influenced government policies
toward industry; he created the PHP
Institute (peace through happiness and
prosperity); and he wrote dozens of
books.

A fifth reason to read this book: He
lived by a set of personal beliefs that are
still valid and might well be incorporated
into our and our clients’ sense of mission
and strategic thinking. He believed, and
acted as if, people are basically good and
responsible; the human race has the
capacity to grow and progress; people
have the power of choice; we have the
capacity to bring material and intellec-
tual resources to bear on the difficult
problems facing the world; solving diffi-
cult problems requires, above all, an open
mind and the willingness to learn.

Overall, Konosuke Matsushita’s story
shows the power of entrepreneurship,
unconventional strategies, committed
leadership, dedication to high ideals even
through war and depression, a long-term
outlook, a willingness to listen, and a
readiness to push out of the comfort
zone in spite of enormous obstacles.
These lessons are enduringly important
for organizations and for living a mean-
ingful life.

Learning, flexibility, growth, reinven-
tion, and humility are the name of the
game for us all. Matsushita was a genius
at living those qualities, and has much to
teach us and our clients.

John D. Roethle CMC, FIMC works internation-

ally with paper, printing, food processing, 

metal-cutting, and fabricating businesses on

strategic planning, marketing, and mergers. 

He can be reached at Anderson/Roethle, Inc., 

in Milwaukee, WI (USA) by Tel: 414-276-0070

or Fax: 414-276-4364.
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Organizational Troubleshooting,
Asking the Right Questions,
Finding the Right Answers
Reed E. Nelson (Quorum Books, Westport, CN;
1997) $55

Reviewed by John Quay

Reed Nelson is an associate professor
of management at Southern Illinois

University with a Ph.D. in organizational
behavior from Cornell. He is the creator
of CATV,an instrument for troubleshoot-
ing organizational problems for compa-
nies with fewer than 300 employees.

CATV stands for Culture and Value
Analysis Tool. It is a matrix of 16 cultural
characteristics (e.g., effort, quality, socia-
bility, loyalty, dominance, politics, and
flexibility) that are paired against each
other to highlight the most important
values of a company’s culture.Nelson also
uses these elements to characterize peo-
ple and to contrast employees’ views of
their present vs. their ideal culture. Dif-
ficulties arise when employee values and
company culture are in conflict, and the
matrix helps to pinpoint the most glaring
disparities.

In addition to CATV, Nelson uses a
variety of other descriptive and socio-
metric tools.These include matrices of
frequency of contacts between people
and departments, the nature of the con-
tacts, and what he calls “Cause Mapping.”
Cause Mapping arrays the impact of fac-
tors such as volume, speed, accuracy, cus-
tomer satisfaction, expertise, and morale
upon each other to map the causal influ-
ences throughout a network.

If management is unaware of troubles
that may be brewing, such instruments
can show the most obvious areas needing
attention. Nelson says “it is possible to
paint a . . . portrait of the internal work-
ings of the organization simply by hand-
ing out and retrieving a few sheets of
paper and entering the resulting data.”

Yet, he also says one needs to look at
about 50 firms to become proficient at

interpreting network data—unless one
has extensive experience in the company,
in which case one can readily identify the
problems without the analytical surveys.
That surely limits the usefulness of his
tools!

A second failing of his approach is
that it focuses on relationships, not
causes. For example, take Nelson’s “Dys-
functional Deviation-Amplifying Loop,”
which says low morale leads to less accu-
racy,which lowers customer satisfaction,
which increases losses, which in turn
leads to lower morale.That may be true,
but what caused low morale in the first
place? The Cause Map does not tell us. In
fact, none of Nelson’s instruments do
more than suggest likely areas to explore.
They do not provide solutions.

In an epilogue “A Parting Panacea”—
Nelson delivers some principles that 
are not “derivable from the concepts 
or methods in this book.” Instead he 
suggests them as “expressive of the . . .
mindset you need to diagnose and fix
organizations.” Translated, that means
these are just his own ideas.These gems
of wisdom are: Cultivate disciplined in-
quiry; practice foresight; develop con-
structive confrontation; and remember
there is no substitute for integrity.
He leaves us with these as cure-alls. I am
left with astonishment at his simple-
mindedness.

Beyond the difficulties most readers
will have with the sociobabble in this book
(e.g.,CONCOR = Convergence of Iter-
ated Correlations), the fundamental prob-
lem with this kind of social science is that
it is not science. The conclusions are 
not replicable. Organizational trouble-
shooting is largely art and intuition,based
on experience with particular organiza-
tions in particular circumstances. Perhaps
someday B. F. Skinner will be proven 
correct, and we will be able to predict
accurately all human behavior, reactions,
decisions, and attitudes when all the vari-
ables are known. For now, however, I 
recommend companies go with a good
organizational consultant instead.

John Quay is an organizational consultant and

author of Diagnostic Interviewing for Consultants

and Auditors. He can be reached in Cincinnati,

Ohio (USA) at 513-761-9899.

Consulting Success Using 
Higher Performance Standards
Thomas J. Venardos (Ness Publishing Company,
St. Louis, MO; 1998) $29.95

Reviewed by Charlton R. Price CMC

T he title and the table of contents
promise lots that’s important in man-

agement consulting: building an ethical
reputation, how consulting ethics are
unique, 15 basic performance standards
for both internal and external consul-
tants,how to create your own and clients’
commitment to higher standards,how to
practice consulting ethically in a less-
than-perfect-world, resolving ethical
issues during engagements, how to han-
dle objections from clients,how to estab-
lish and maintain “good business ethics”
(which shouldn’t be an oxymoron in
clients’ organizations), what’s important
beyond just ethics, and preparing for the
21st century.

Lots of promises here, but less payoff
than the reader is led to expect.Venardos
does offer a plethora of self-assessment
quizzes and exercises, including what he
calls “active learning” sessions.These may
motivate some readers to raise their stan-
dards. But there is little here about how
to attain and maintain the standards that
are essential for professionalism in con-
sulting. A research-based explication of
professional ethics and standards in con-
sulting is much needed, and remains to
be written.
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Teams at the Top:Unleashing the
Potential of Both Teams and
Individual Leaders
Jon Katzenbach (Harvard Business School Press,
Boston; 1998) $24.95

Reviewed by Charlton R. Price CMC

Katzenbach is a McKinsey partner
who provides here a sophisticated,

yet clearly written and easily understood
analysis of what is and what isn’t a man-
agement team at the top, or at any level
in an organization.He’s against casual ref-
erences, such as “teams,”“teaming,”“my
management team,”or “we should take a
team approach,” since that carefree label-
ing of working groups as teams leads to
the assumption that calling someone a
team member means they’re skillful at
being a team member.Not only are many
individuals not skilled at working on a
team, few executive groups really func-
tion as teams. And team structures for
management groups are not necessarily
better than single-leader arrangements.
It depends.The keys are knowing when
to operate in each kind of format, and
how to move from one to the other.

What is a true team? Katzenbach
recycles the solid, precise definition from
his previous book, The Wisdom of Teams:
“A small number of people with com-
plementary skills who are committed to
a common purpose, performance goals,
and approach for which they hold them-
selves mutually accountable.”Every word
counts here. For example, “mutually
accountable” is something different than
being accountable to a single leader.
“Committed to a common purpose”
means, among other things, that progress
or success is credited to the team, not to
individuals. It seems, too, that not just
seeking consensus, but doing real work
together, is a sign of the true team.And
true teams at the top seem often to be
associated with crises or to form when
unusual, unprecedented situations—
either dangers or opportunities—develop

or are anticipated. Indeed, real teams
seem to thrive on conflict, which is
unavoidable in ambiguous and uncertain
situations with high stakes.

Detailed case examples throughout
the book come from experience with
typical McKinsey clients, such as Mobil,
SmithKline Beecham, Enron, Citicorp,
Browning-Ferris Industries, and Ben &
Jerry’s Homemade.Few details or names
are changed to protect those who failed
to use the team approach when needed,
or to credit those who successfully used
team approaches in ways that worked.

When, why, and how to team at the
top is summed up in Katzenbach’s diag-
nostic guide for CEOs who want to
improve the leadership and performance
of their senior managers.

Bear in mind, however, that Katzen-
bach’s savvy about the use, misuse, and
abuse of teams at the top, as well as when
a team approach works and doesn’t in
management problem solving and deci-
sion making, was learned in his role as a
management consultant. So his diagnos-
tic guide may be more useful to man-
agement consultants who are working
with senior management groups (and not
just large organizations either) than to
CEOs.

One has to read between the lines to
figure out what the appropriate role of
consultants is in advising on the use of
teams at the top.Katzenbach provides no
specifics on how consultants should work
with senior management either to
develop true teams or to help CEOs and
senior management move between team
approaches and other modes. One can
infer that some of the functions of con-
sultants are to work with CEOs to
choose work modes (e.g., team vs. single
leader); to consult on the process itself
with those groups (this is very difficult
and probably not a good idea, unless the
consultant is so trusted and needed that
the group wants the consultant on the
team); to collaborate with CEOs and/or
top management groups to decide who
to involve and how to involve them in

the team; to translate the organization’s
mission into doable tasks or chunks, and
then determine which work mode for
the top group or for individual members
of that group is appropriate for each
chunk.

Finally, note that the reader must
already believe in the validity of teams to
find this book useful.That reader will
understand why effective teams outper-
form single-leader groups—when they
are deployed against legitimate opportu-
nities that are amenable to a team
approach.Successful leaders of high-per-
formance organizations, and successful
management consultants to such organi-
zations, already know that what makes
such organizations effective is flexible and
balanced leadership that fully exploits
both nonteam and team approaches.

Charlton R. Price CMC, based in Kansas City,

Missouri (USA), specializes in managerial and

organizational development and strategic 

planning, especially with other consultants 

in the United States and internationally. 

He can be reached at 816-942-1698.

Rosabeth Moss Kanter on 
the Frontiers of Management
Rosabeth Moss Kanter (Harvard Business School
Press, Boston; 1997) $29.95

Reviewed by David E.Park CMC,FIMC

Insightful, inspirational,wise, and wish-
ful.That’s Rosabeth Moss Kanter.And

that’s what we have in this collection of
her Harvard Business Review articles and
essays from the last 20 years.There are
no new designs here for the organization
of the future; rather, many insights that
continue to be useful, and some that are
interesting but idealistic.

Many of these ideas are well known
by management consultants, but still
would be a revelation to most managers.
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Even where managers do know them,
practice lags far behind. Most have not
crossed the frontier into the new ways of
working that Kanter advocates.This book
puts Kanter’s main ideas in one place,
pulls them together, and sounds a proper
call to action.

She covers the subjects we expect,
those that are fundamentally important
in management—strategy, innovation,
customer focus, global trends, planning
for change, strategic alliances, compen-
sation systems, and community responsi-
bility.And her examples, also as expected,
roam a range of businesses and countries.

Underneath it all there is one timeless
message:The job of managers (and man-
agement consultants) is to provide the
tools and conditions to enable people to
use their ability to make a difference in
this constantly challenging and changing
world in which we live and work.

And that’s where she begins—with a
discussion of the importance of being
adept at changing.She says, and we agree,
that positive change must become a
habitual way of working; we need to
become capable not only of coping with
change, but of actively using it to forge
ahead. Companies that are adept at that 

exhibit three distinguishing characteris-
tics:“they innovate, they stress learning,
and they collaborate with allies and part-
ners.” This produces “three intangible
assets that help them master change:
concepts, the best and latest ideas and
technologies, the result of continuous
innovation; competence, the ability to exe-
cute flawlessly and to deliver value to
customers with ever higher standards, by
investing in workforce skills and learn-
ing; and connections, the best partners to
extend the company’s reach, leverage its
offerings, or provide a window on inno-
vations and opportunities.The task of
managers is to find, create, build,nurture,
monitor, measure, and replenish these
assets—the organization’s ideas, know-
how,and relationships.”This means mov-
ing from hierarchies to project and team

orientations.And it means rethinking our
notions of motivation, power, and em-
powerment.On these matters, she is elo-
quent, and I have no quarrel.

When she considers compensation,
however, she ignores realities faced by
many companies, particularly those with
unionized workforces. Otherwise, how-
ever, she’s on the mark in finding many
traditional practices wanting, and she is
provocative with her examples of supe-
rior approaches.Among other ideas, she
explores conventional profit sharing,
incentive compensation, risk-reward
sharing, and gainsharing in savvy and
useful ways.

Her perspective on the need for, and
approach to, corporate collaboration is
also valuable. She provides a framework
for success, based on substantial infor-
mation from successful and unsuccessful
cases.These guidelines are especially use-
ful as we and our clients face the need
for alliances to deal with the globalization
of business, the accelerating pace of
change, and the corresponding need for
synergistic relationships to capitalize on
narrowing windows of opportunity.

There is also much to be learned from
her report on the findings of a global sur-
vey of managers.While the results of that
survey are biased toward readers of such
journals as Harvard Business Review and
toward those readers who were suffi-
ciently motivated to respond to the sur-
vey, there is still an interesting profile of
how managers from around the world
view certain vital business issues. Issues
such as free trade, the factors that affect
business success, alliances, customer-
supplier relationships, the social responsi-
bilities of corporations, and more.

Interestingly, the survey shows that
attitudes mostly follow cultures. Man-
agers in English-speaking countries share
views that differ somewhat from man-
agers in Spanish and Italian cultures.
Northern European managers hold dis-
tinctive attitudes, as do managers from
Japan and South Korea. Yet nearly all
agree that education positively affects

business, that business should take the
lead in improving education and in
resolving environmental problems.

Kanter’s exploration of economic
development is also fertile. For example,
the upstate area of South Carolina (USA)
is a model of fine strategy and execution.
The region has become one of the most
successful growing communities for for-
eign manufacturers.This happened large-
ly because education was tailored to
business requirements, prospective com-
panies were aggressively recruited, and
existing strengths were leveraged. Any
area intent on attracting and retaining
desirable industries, or any management
consultant working this specialty, should
analyze this material.

Kanter is not so useful when she con-
siders the trade-offs between short- and
long-term financial success, and between
profits and contributions to society. She
appears to fall back on traditional beliefs
that are quite admirable but not very
realistic in terms of business or public
policy. Profits are required if business is
to pursue desirable social and public
goals, but she fails to say that clearly and
directly.

Another problem is that she some-
times fails to give the dates of the
research she cites.Thus, while the ideas
may be interesting, we must guess
whether subsequent developments inval-
idate her conclusions.

A final criticism: As she attempts to
cover nearly all aspects of business and
generalize to widely varied sectors, her
models are sometimes stretched beyond
credibility. For instance, those in high-
tech businesses will find some places in
Kanter’s work where new developments
have run past her ideas. Simply put, she’s
out of date here and there.

Please do not interpret these criti-
cisms as an indictment of the book as a
whole, for there is much more good here
than bad.While her advice should not be
taken without close examination any
more than ours, she is a well-respected
professor, researcher, writer, and consul-
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tant. More often than not, she is stimu-
lating, insightful, and useful. I do, there-
fore, recommend her writing to you and
your clients.

David E. Park CMC, FIMC practices in the areas

of advanced technology, strategic and business

planning, economic impact analysis, and general

management consulting. He can be reached 

at The Chancellor Partners in Vancouver, B.C.

(Canada), Tel: 604-687-8141 or 

Fax: 604-689-3348.

Revenue Management:
Hard-Core Tactics for 
Market Domination
Robert G. Cross (Broadway Books, New York;
1997) $27.50

Reviewed by William S. Mialki PH.D.

As most of us know by now, cost-
cutting and downsizing can never

produce sustained profitability. In fact,
changes that reduce costs produce less
profit than changes that increase sales or
prices.Typically, reducing sales expenses
5 percent increases profits 3 percent; but
increasing sales volume 5 percent in-
creases profits 20 percent, and increasing
prices 5 percent increases profits 50 per-
cent. Thus, if sustained profits are the
objective, increasing sales and/or prices
is necessary.That means marketing must
be the most important activity of the
business.

The problem is that while the prin-
ciples of marketing have remained rela-
tively static for nearly 50 years, the target
(the customer) is moving as never before.
Consumer behavior,once so predictable,
seems to change by the minute, and the
difficulty of anticipating the needs and
wants of consumers is defying traditional
data-collection techniques such as ob-
serving, surveying, and sampling. The
mass market is all but dead. Niche mar-
keting is the order of the day.

Robert Cross says we need a new

way to manage supply and demand, a
way to understand the complexities of
today’s diverse marketplace, to deal with
them as micro markets, and to make
decisions confidently, rapidly, and well.
He calls this new way Revenue Man-
agement, or RM.

RM Is Not New

In its most basic form, RM is not at all
new, nor particularly difficult or com-
plex. Amtrak charges more when
demand is high, and less when it is low;
that is managing revenue.When a retailer
appeals to price-sensitive buyers with a
midnight sale, while maintaining full
prices for buyers who value the conve-
nience of time more than price, it is
managing revenue.Management consul-
tants who put their prompt-pay, full-rate
clients in prime time and their slow-pay,
low-rate clients in around the edges, no
matter who calls first for an appointment,
are practicing RM.The clothing store
with three stages of pricing for each new
line of clothes—a rack price for fashion-
conscious customers, a 20 percent dis-
count for the less fashion-conscious, and
a 50 percent discount for budget-con-
scious buyers—is practicing RM. A
youngster running a lemonade stand at
the neighborhood garage sale who
charges five cents at eight A.M. when
there are few people, and raises her price
to a quarter by noon when there is much
more traffic, the temperature is rising, and
people are hot and thirsty—she too is
practicing RM. All these are observing
the buying behavior of their customers
and making adjustments in price and
product availability to increase revenue.

What Is New

What is new and exciting is the ability to
process huge amounts of data very quickly,
so to manage revenue in much more 
complex situations than have heretofore
been possible. Cross and his colleagues at
Aeronomics in Atlanta have pioneered 
the application of RM in such situations,
especially with airlines and hotels.

The results can be dramatic; to wit:
American Airlines credits RM for $500
million in new revenue per year; Delta
increased revenue $300 million during
the first year of using RM; Marriott
generates over $100 million annually
with its RM program; National Car
Rental used RM as an integral part of
its turnaround strategy, and in 18
months went from near death to a
viable, profitable company growing at
20 percent annually; Canadian Broad-
casting Corporation adopted RM and
realized a $2 million gain in the first
two weeks! Typically, RM programs
produce 3 to 7 percent in additional
revenue; and, for most companies, 80
percent of that goes to the bottom line,
since the cost of generating that new
revenue is minimal.That is what RM is
all about: driving the bottom line by
growing the top line.

RM Is for These Companies

High-tech RM applications require
sophisticated technology and significant
capital investment. They are not for
everyone.But they offer dramatic returns
for businesses with certain characteris-
tics, namely:

1. The number of transactions is huge,
and the variables are many:For example,
the typical RM database for major air-
lines is about 300 gigabytes of data (equal
to a stack of paper 20,833 feet high) and
contains every customer transaction and
infinitesimal detail about consumer be-
havior and market conditions.At Delta,
RM systems glean the relevant data from
a database each day to forecast passenger
demand on 900,000 future flights, and to
reallocate discount seats as demand
changes.

2. These changes in demand are not ob-
vious but can be discovered by analyzing
massive amounts of information:With
airlines, for example, demand varies by
city, time of year, day of the week, time
of day, and other variables.
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3. Products are perishable: For example,
an empty seat on an airplane that has
already taken off cannot be sold; its value
is gone forever.

4. Opportunities are perishable: This
week’s Time magazine does not perish
next week, but the opportunity to sell it
at full price does.

5. Products command a higher price in
some markets than in others:We know
this, but it takes high technology to deci-
pher it on a day-to-day basis for, say,
hundreds of hotels all in different mar-
ketplaces.

6. Much product is wasted if not care-
fully managed:When an airline seat or
hotel room is reserved but in the end not
sold, it is wasted.This waste can be fore-
cast with great accuracy,and providers can
overbook to compensate for no-shows.

7. There is significant competition be-
tween individual and bulk purchasers:
When commercial real estate firms, for
instance, balance what large tenants will
pay (say $20 a square foot) against what
many smaller tenants will pay (say $25 a
foot), they can optimize their revenue.

8. Circumstances change rapidly: For
example,broadcasters,whose markets are
rapidly being eroded by cable companies
and other forms of entertainment, can
use complex RM analyses to adjust
prices for advertising to maximize rev-
enue. Or, when significant and frequent
discounting is needed to compete effec-
tively, RM technology can determine
when and how much to discount in
order to get all the profitable revenue that
is possible.

Key Principles

If many of the above conditions are pre-
sent, high-tech RM has much to offer.
To translate that into results, the follow-
ing key principles need to be applied.

■ Conventional wisdom says to increase
productive capacity when demand is
high, and reduce it when demand

falls. But today, in many markets,
demand fluctuates too frequently and
intensely for that convention to work
well. RM addresses short-term fluc-
tuations with price changes first, and
changes in capacity second.

■ Conventional wisdom says to set
prices to cover costs and add some for
profits.But today the market provides
so many choices that consumers
decide what to pay.Producers may set
prices, but consumers set value.RM’s
tactic is a fundamental change from
cost-based pricing to market-based
pricing; i.e., set prices consumers will
pay. If that means reducing costs to
meet margin requirements, so be it.

■ Conventional wisdom says to set
prices to sell all you can at the high-
est possible price.Today many markets
are too fragmented for that to work.
RM recognizes that different segments
demand different prices; it varies prices
for each segment, and targets micro-
markets, not mass markets.

■ Conventional wisdom says to sell on
a first-come/first-served basis.That
rarely produces significant revenue
growth. RM measures demand for
each segment, and saves products for
the most valuable customers.

■ Conventional wisdom says experi-
enced managers can make good deci-
sions about future consumer behavior.
That is true in simple businesses; but,
in complex enterprises, humans are
usually poor forecasters. And, again,
consumers today are constantly
changing their behavior. RM fore-
casts demand for each market seg-
ment by spotting subtle changes in
consumer behavior, and it acts on that
knowledge rather than on supposi-
tion. RM also evaluates every trans-
action and segment to exploit fleeting
opportunities at every possible point
in the life of a product.

■ Conventional wisdom says top man-
agement makes the best decisions.

RM constantly reevaluates revenue
opportunities by pushing decision
making down to workers on the line,
and giving them good information so
they can decide in the situation at
hand how best to proceed.

Exploit Information

It is clear that companies applying these
principles, and all who work to manage
revenue, live or die on knowledge. Not
information, but knowledge. RM ex-
ploits information by finding patterns in
it, and by providing real-time access to
it, in order to develop the knowledge
the business needs to do well. Knowl-
edge is more than information, it is
more than a collection of facts. Knowl-
edge comes from finding relationships,
constructing concepts, formulating prin-
ciples, and performing evaluations. In-
formation may provide retrospective
understanding, but knowledge provides
foresight.That foresight is essential to
gain a competitive edge. In fact, it has
become the most powerful of all com-
petitive weapons, and one that is ex-
tremely difficult to replicate.

Of course, action is also essential,
since knowledge without action is
worthless.Robert Cross enjoins us to fig-
ure out how to sell the right product to
the right customer at the right time for
the right price. And he gives us some
new and rousing ideas to do it.

William S. Mialki Ph.D. is a manager and inter-
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