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Introduction

Value in the Behavior Economy

When my son was turning five years old, I bought him a desk globe. It had
raised reliefs, was illuminated, and had touch controls that allowed one to set
it to spin from five to 60 minutes.

It had the physical and the political cartography of the Earth, and was 12
inches in diameter, with an aluminum die-cast meridian, and a rich cherrywood
base. I wanted my son to have a sense of the Earth; I wanted him to learn
the relationships between continents and between countries. The globe had
physicality in his room, as well as a practical application. He could show this
globe to his friends, and show off his knowledge of the various countries and
capitals, by pointing to them with precision on his globe. In the course of time,
in less than two years, this thing was no longer a favorite, and found its way
slowly to the basement.

A few years later, on his eighth birthday, my father bought him the
Leapfrog Quantum Leap interactive ‘smart globe,” a rotating plastic globe of
about 14 inches diameter, that with the simple touch of a ‘magic pen” would
open up with facts, phrases, music, games and challenges. You can hear the
national anthems of various countries, you can hear about the demographics
of the place and population numbers, anything you wanted to know about
the geography of the place or the economic system. This globe would teach
you about the oceans, the continents, the animals, the languages spoken in the
various countries you might be looking at, or be curious about. And just when
you thought you were bored, you could start playing a variety of games based
on your knowledge of each country’s characteristics. This is about as smart a
globe can be for its times. It was 2002.

By 2009 we had four personal computers in our house, one for each
member of the family, and each one with the full screen version of Google Earth
installed. Indeed, the first image on the screen looked just like a spinning globe,
but as soon as we started navigating towards a country, everything magically
changed. And the magic continued every year since then, with the introduction
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of more and more features and more and more details which makes Google
Earth such a fascinating platform.

People get to create and place their own data on Google Earth, can add
three-dimensional buildings, can change content on the platform in ways that
were not possible with the Quantum Leap or the classic spinning globe. Add to
that the Street View feature, and you can spend hours in any city on the planet,
seeing details that were impossible to see before, without going there in person.
A new universe of possibility, on everyone’s desktop. No longer imagined, but
made visible and real, at the touch of the computer’s mouse.

Google Earth typifies the behavior economy, by being a platform for
intellectual engagement, continually upgrading its value for the user, and
involving the user at all times in its growth. By contrast, the products of
the industrial economy represented by the first spinning globe, and by the
Quantum Leap version, diminish in value, engagement and interest with the
passing of time.

Google Earth is just the beginning. It is the new breed of an engagement
platform, one that increases its value and its usefulness in somebody’s life, with
the rate of technological developments that makes its features possible. One
could view maps of the Moon or Mars, or could see the depth of the oceans.
One could get directions for street names, or fly from one place to another using
the flight simulator feature, and obviously, and naturally, one can navigate
through the streets of any major city, at street level, in Street View.

Google Earth functions as a knowledge platform with multiple layers
of information that can be turned on or off. This is Value Delivery in its most
intrinsic form. In one’s control, at any time.

There are big differences between these three ways of experiencing the
world. In a classic rotating globe, the afforded interactions are between a very
small group and the product, and they are restricted to the limited functions
of the product, and the limited space for allowing information on the surface
of a 12-inch globe. The Quantum Leap version is a tactical value creation
example, where a product is enhanced by the new technology available, and
the experience is expanded by the multiple features connected to geography,
and the knowledge the user seeks about it which technology now affords.
The Quantum Leap is, at best, enhancing and expanding an experience. This
is representative of the traditional model of technology development, and as
far as strategy, it is an easy prediction to make, using forecasting. Given the
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number of technology developments of the time, and a reduction in the cost of
components, certain features will be present on certain products. If we have a
candle that sings “happy birthday” once lit, how long before we have a spinning
globe that speaks, and sings the national anthems of the countries on the globe?

Both the traditional globe and the Quantum Leap version are examples
of the industrial economy, where products are used by dedicated users, one
at a time, and company growth is proportional to the number of products the
producer can sell. Scaling up in this model means really ‘scaling up.” Producing
and selling more. Consuming more energy, more material and more labor, at
every step in the value chain.

By contrast, Google Earth is a strategic value creation example. This is
value creation that redefines the experience a user will have with knowledge,
and with geography. Google Earth is not an expansion of the Quantum Leap
product, because none of the experiences possible with Google Earth were
possible before. Strategic value always redefines the experience.

The Quantum Globe was a bridge between the industrial economy and the
behavior economy. It was the necessary schooling that our behavior required
in order to comprehend and seek the value of Google Earth. Just like the movie
Toy Story, which was the bridge to a new form of entertainment, one created
exclusively on a digital platform.

A platform where we can tell new stories, in a completely new way. A
place where we can imagine worlds that don’t exist, but make them real for
viewers. Avatar. Gladiator. A new territory for the human narrative, and for the
human experience.

Google Earth exemplifies the behavior economy by being a platform for
behavior on which the value increases with a number of behaviors possible. In
the behavior economy, platforms are value variable. The growth of companies that
develop platforms is not connected to how many platforms they make, but to how
many users are connected to this platform. Growth in this case is also connected
to the depth of engagement and to the relationship a user has to the platform, and
the multiple layers of experience that one can participate in while on the platform.
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A World Where Everything is Connected

The grounding question that will allow organizations to emerge with purpose
from these transformative times is simply this: how many times a day do you use
the Internet?

Answering this question grounds you in the sense of allowing you to
understand the importance of the Internet in your life, and in the life of your
organization, and thus of the importance of the Internet of Things about to
emerge. We are living in monumental times, times in which transformation
requires the resetting of our frameworks and mindsets, towards possibilities
we can’t even describe.

We are looking conveniently at what is about to happen as an extension of
what we already have, and what we have is life with the Internet. While saying
this, we need to pause and ask a very simple question: what is the Internet?

The simple answer is that the Internet is a series of connected computers.
Another answer would be an attempt at describing the multiple benefits that
connected computers might bring into one’s life, or into an organization’s
life. And without thinking too much, we can all make very long lists of how
the Internet, the fact that computers are connected between themselves, has
affected and shaped our life in the past 25 years. In the Internet’s connectivity,
what is important is not that computers are connected, but the fact that people
are connected through computers. The real definition of the Internet, and the
real answer to the question ‘what is the Internet?” might be something like this:
people connected through computers.

Now let us look at the meaning of the Internet of Things. A technical
definition of the Internet of Things defines it as an ecosystem in which people,
places, and objects are connected to one another. In other words, the Internet as
we defined it before, but now extended to objects and places.

It is wrong to think of the Internet of Things as connecting people, because
people need social objects to connect with other people. People need reasons to
connect, they need to understand what is the ‘benefit,” the value of connecting,
what we are connecting for? The real definition of the Internet of Things might
be: people connected to people they care about through everything being connected.

When things are connected they must be connected for a purpose, and that
is the purpose of communication, for the purpose of a value exchange between
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them. At this point we need analogies in order to unpack the potential of the
ecosystem of everything being connected, in order to understand its potential,
its rules and its benefits.

There are a few models —analogies —we might look at, trying to understand
the potential of the ecology of everything connected. Let’s look at nature. Take
a tree for example: the leaves are connected to the branches, the branches
connected to the trunk, the trunk is connected to the roots, and the roots connect
to the ground. The human passing by is connected through the sense of smell
and touch; the flower nearby is connected through the ground and the air, and
the bee that just touched its petals.

These are all organic connections, where contact is made through matter.
In an organic connection, everything provides value to everything else. The bee
provides value to the flower, the flower provides value to the tree, and the tree
provides value to the human. I see the ‘everything connected” ecology in much
the same way.

The generative question in the ‘everything connected” ecology is:

If every person, object and place could communicate to one another,
what would be the subject of their conversations?

To answer this question we have to further ask:
. How can we add value to each other?
i What do people want to know in places?
o How can a place add value to an object?
. What do places want to know?
o How can two objects add value to each other?
. What do objects want to know in places?
o What do objects want to know about people in places?

. What do objects want to know about objects?
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The reality is that were not yet ready to answer these questions in a
comprehensive way that includes a new frame for thinking about what the
Internet of Things is. If we assume that life will continue to be what it is, but
this time with ‘everything connected’ by the Internet of Things, we will be looking
at change, and the future, as being nothing more than the status quo plus the
new thing. But this is not how change works. We are not looking at life as it is +
the Internet, post the acceptance of the World Wide Web, we are looking at life
transformed by the Internet.

Change involves transformation. Remember the grounding question at
the beginning of this section and your answer to it. Now multiply that answer
about 3.1 billion times.!

Transformation requires rethinking of possibility. Rethink what is possible
and what new benefits we can bring into our lives when everything is
connected. When applied to sectors of the economy, the future of entertainment,
as an example, is not entertainment + ‘everything connected,” but entertainment
redefined by ‘everything being connected.” And the same can be said about
the future of gaming, or the future of education. It will not be education as
usual but now in a new ecology, it will be education transformed by everything
being connected.

We need a great deal of foresight, and a lot less forecasting when thinking
about the potential of the Internet of Things. Forecasting allows us to make a
prediction about when a technology becomes affordable and mainstream, and
how it is to be used to add value to an existing product.

The forecasting question is simple and precise: ‘How will this technology
allow me to expand and enhance the experience users have with my product?” The
Quantum Leap desk globe is one such example of expanding and enhancing
an existing experience. By contrast, the foresight question is ambiguous: ‘What
could be possible?” While answering this question with foresight, we are creating
strategic value, reframing life and redefining our capabilities.

‘Everything being connected’ is forcing us to reconsider our limits, and
most of all the limits of our imagination. In the Internet of Things, the rate and
speed of possibility is far surpassing the rate and speed with which we can
imagine it. We need to move beyond imagination, into a state of inspiration,
triggered by the sheer possibility we can sense.

1  Available at: http://www.internetlivestats.com/internet-users/ (accessed: July 16, 2014).
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Strategic foresight is a methodology that creates strategic value. By contrast,
forecasting results in a prediction —by such a date, at this rate of, these features
will be available at this cost—which creates tactical value, exemplified as a new
and enhanced interaction between users and a product. The Internet of Things
will result in a massive release of possibility, transforming organizations into a
behavior economy enterprise, because most things will be connected, and they
would have to behave as if they are.

Our imagination is no longer enough because we can only imagine what
we’ve experienced. The imagination is the place in the brain where we create
images of objects and concepts not present to the senses. The prerequisite for
this ability is for us to have an understanding and previous experience of the

TACTICAL VALUE

BEYOND
IMAGINATION

FORESIGHT

EMERGING PRESENT

WEAK SIGNALS

INSPIRATION
DRIVING FORCES

WHAT COULD BE
POSSIBLE?

STRATEGIC VALUE

Figure .1 = Beyond imagination
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thing we are imagining, or what is called apperception. A past experience
or the memory of an experience of what the thing looks like, or feels like. If
you think of the Statue of Liberty, you can see it even if it’s not present to
your senses; you see it in the imagination. Which means we cannot imagine
things we have not experienced, seen, or we remember. This also means that
everything you are thinking right now about a possible future, the most
outrageous scenario you can imagine about is actually doable right now.
Tomorrow. And why? Because you can only think of what you know, of what
you have perceptually experienced. The task here is to surpass the limits of
our imagination, to turn off our disbelief in things, and to start designing
benefits for people’s lives not based on what we know, but based on what we
know to be right and necessary.

Imagination is about answers to the question “what if?” Inspiration is about
answers to the question “what could be possible?’

Intrinsic Behavior as a New Economic Model

There is a perplexing reality for economists and media commentators with
regards to the Internet economy, what is it, and how is it different than the
economy which we understood—the industrial model of production and
consumption, in which value was a combination of labor + materials + marketing
+ profit = price. Do business schools explain to their MBA cohorts how Google
makes $100,000,000 a day (that’s right, $100 million per day)? This observation
is not about millions in revenue, but about what that means. Google is making
$100 million a day because we, the users of Google, engage in behavior worth
$100 million to someone.

These revenues are tied to people’s curiosity and thirst for discovering the
right thing at any given time; people are chasing something that leads them to
a Google search. And what people are chasing is value; value in the products
and services they purchase, value in their relationships with enterprises, value
for their travel or entertainment expenditures and so on.

We are all chasing value and what Google does is provide it, one search
at a time. And so do Facebook, YouTube and Netflix. These are all enterprises
taking full advantage of the new ecosystems of interconnected data; these are
all platforms for behaviors that transform data into individual value for each
user. They are also platforms for revenue “extraction,” which is a different metric
than revenue ‘generation.” Generating revenue is the result of an exchange of
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extrinsic value: I want to have something you have, and I will exchange for it.
On the other hand revenue extraction is the result of intrinsic behavior. I want
to be on Facebook.

We now live more and more in a behavior economy, an intertwined eco-
system in which people no longer engage with brands by just purchasing
things, but they look for engagement with services that allow them to behave,
to leave a mark, to participate with others. In this economic space, people
seek the best value for their engagement, in unprecedented numbers and with
unprecedented empowerment. And by ‘value’ they do not mean ‘value for the
money’ —most of these activities are delivered for free—but the satisfaction
of multiple dimensions of value, from physical to emotional, from social to
intellectual, and from spiritual to occupational.

One could argue that we always lived in a behavior economy, as it is human
behavior that generates economic transactions: our desires, wants and needs
motivating our actions. But what we are witnessing today is passive behaviors
originating in intrinsic motivation — passive in the sense that no material value is
exchanged between the parties —triggering vast economic transactions between
multiple parties. One’s presence on Facebook triggers a series of transactions
that benefit both Facebook and third parties. Without us being there, these
transactions will not exist. Our time is our new currency. And this currency has
more and more value, as we are moving through a new space in which the
physical and the digital are linked not through dedicated and stationary nodes,
but through every person, place and object. Yes, the Internet of Things and the
imperative of connecting at multiple layers of engagement.

On the user side, mobility, location proximity and full accessibility on any
number of possible displays, makes content delivery a unique new opportunity
as well as a unique new user experience.

Add to this the convergence of a few technologies—Google Glass, Near
Field Communication, Augmented Reality —and I see in the very near future an
explosion of location specific experiences—destination broadcast streams—with
content that will invite the participation of all senses, or what I call later in
this book, a Full Spectrum Experience, engaging the user in multiple layers
of experience.

On the enterprise side, there is visible value shift from traditional
enterprises—which performed in the economic model of production and
consumption (Figure I.1), in which people exchanged money for the purchase
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of products (P) and services (S)—to enterprises that do not offer goods, but
rather they offer “platforms.” These enterprises are models of the Data Enabler
Organization and a new type of business now made possible by digital
technologies: the networked data business. A new form of company is being
born (Figure1.2), a company that does not grow along traditional metrics —more
products, more sales, more efficiencies—but grows in relationship with the
user engagement in the platform it controls, along new metrics being redefined
by the network size and the quality of each node.

Once the up-front costs have been incurred and the platform is established,
the more people there are who are sharing the benefits, the greater the net
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present value of the whole value system becomes. A platform company is as
open, as accessible and as supportive as possible, to as many users as possible.
Optimum value creation means attracting as many users as possible to a
behavior platform that gives them multiple opportunities, in both the breadth
and the depth of engagement (Figure 1.3).

In such a context, a company does not have to physically grow; what needs
to grow are the depth of engagement with users, the duration and the equality
of the experience.
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Extrinsic and Intrinsic Models

I mentioned earlier the industrial model of production and consumption, one
in which value was produced by manufacturing goods or creating services that
might be beneficial to identified users. In this model, value is often extrinsic to
the user, it is a feature of the product or service, it concerns the physical attributes
of the system, its mechanical performance, or the performance of the personnel
engaged in the service. All these are components of a system, and because they
are parts they can be improved in terms of material quality or fabrication process,
in visible ways, giving a user the sentiment of ‘value for the money.’

All of these aspects of a product are extrinsic to an individual user. They
need to be explained, advertised, promoted, and learned. Once a user learns the
operational principles of the product, he or she engages in a short-term behavior.
However, behavior is not the goal here, the goal is the accomplishment of a specific
task, for example making coffee, mixing dough, cutting the grass, and so on.

In the behavior model —Facebook or Twitter as examples—behavior is the
only goal. There is little value in the physicality, the material, or the technical
features of the system. The user is only interested in these as a bridge between
himself and the behavior platform. How do we create value here? The value
we can create is the value of the experience. The more dimensions of experience
we can fulfill the more compelling the value we create. The two models have
two different value metrics: Intrinsic Value is what the thing is worth to you,
and its meaning. Extrinsic Value is what the thing is made of, what it does, and
how it does it.

The two models illustrated here are models of two economic systems
where motivation is key. The consumption economy operates in a discourse of
monetary value, which is a media of exchange of physical goods or services
that must be measured in order to achieve fair trade: how many ships do you
need to trade for a pile of wood to heat you up during the winter.

The platform economy operates where direct exchange is possible —we are
talking about the direct exchange of stimuli between individuals that takes the

form of:

o Spiritual exchange (beliefs about the universe and meaning of
humanity).

o Mental exchange (attention, inspiration, ideation).
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o Emotional exchange (love, aspirations, admiration).

o Power exchange (feeling of empowerment, teamwork).

o Passion exchange (desires and wants—it feels good when you
resonate with someone who’s passionate about the same thing
as you).

. Safety and well being.

Platforms allow for this exchange at the interpersonal level. You feel the need
and you get it resolved —not via a purchase of goods or a service from someone,
but via engagement with other individual who either can give you the stimuli
you need, or can consume the stimuli that you have in abundance.

Why This Book Now?

Because the Internet of Things is not an elective for enterprises operating
in the behavior economy. Just like the Internet was not an option, just like
social media participation is not an option anymore. The platforms for
new behavior that the Internet of Things will make possible, will increase
considerably the footprint of the behavior economy at the expense of the old
industrial model, with casualties in the rank of any incumbent not willing
or able to adapt to the behavior economy. It is Polaroid who should have
invented Instagram, not Kevin Systrom and Mike Krieger. It is Blockbuster
who should have developed Netflix. And so on. The fact they did not shows
that these companies did not fundamentally understand that they were
in the business of behavior, and they did not understand the motivation at
the root of that behavior. Why users choose their products or services. It is
by looking at the behavior of users that a company will truly understand
what business it is really in. What is it that you have that the user wants?
And why?

Apple is not in the computer business. Apple is in the empowerment business.
Nike is not in the sneakers business. It is in the personal goals business. Heineken
is not in the beer business. It is in the party business.

Forgetting where the economic system comes from —I want something you
have and I am willing to exchange value for it—distances corporations and
individuals from the perceptive reality, keeping them in the world of abstracts
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and theories. If an oil producer cannot connect oil extraction with Facebook or
YouTube, then we cannot expect the economists to do it either. Why is it hard
to connect a decline in economic activity —retail sales in a month—with five
billion videos being watched on YouTube the same month in the same territory?
Exactly who do you think is watching these videos? If their consumption time
is taken over by an exchange that does not register on the GDP, why is the
downturn a surprise?

This book describes the mechanisms by which new value is captured
and created in enterprises dedicated to play a role in the behavior economy.
It all starts with learning a new language—the language of ideas—and with
establishing frameworks of possibility in the ideology of the enterprise. Value
creation is the expansion of relationships enabled by a disruptor media and the
creation of new behaviors as a result. This opens two needed capabilities for
a business. The first is upstream, creating the platform services people want to
engage with. The second is downstream, marketing, distributing and selling these
platforms as services.

By the nature of the activities involved, the upstream and downstream
capabilities are quite different in scope, inputs and outputs. The downstream
calls for methodology—what do we have to do and how? —while the upstream
calls for ideology—why and for whom are we doing this? In the context of
enterprise, ideology is a way of being, behaving and influencing the world. An
attitude. A mindset.

This is also a book about enterprise in the true sense of the word. ‘Enterprise’
means a bold and courageous undertaking. What is the difference between a
business and an enterprise? Business takes care of the day-to-day mitigation
of the affairs of the company. Enterprise is an undertaking that aims towards
permanently outdoing its latest accomplishments. Businesses are run by
pragmatism, enterprises are run by poetic visions. The incomparable Steve
Jobs had it right in 1983, when he made his memorable pitch to entice John
Scully —at that time the youngest president in the history of PepsiCo—to leave
his position and join Apple Computer as President:

Do you want to sell sugared water for the rest of your life? Or do you
want to come with me and change the World.

This book is the culmination of ten years of practice and research in the potential
of the Internet of Things; it is also the culmination of my early belief that the
Internet of Things will reframe the existence of the ones enriched by it.
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Chapter |

Chasing Value in Everyday
Experiences

It is in the ambiguous domain of ‘value’ that most products succeed or fail; some
fail because their value is temporary and accidental, as they were designed
from the ‘outside—in,” from the form of the object to its interactive features;
others succeed because their value was the very starting point of the design
process. They were designed from the ‘inside—out,” from the value proposition
outward, from the desired outcome to what makes the outcome.

But what is value in this context? Value gives things their worth in the eyes of
auser. It also gives the thing its appeal to users. Value is the worth of something
to someone. And in this sense, it has a diminishing scale or worthiness.

In marketing, value is sometimes referred to as perceived value, which is
how a user might look at the product in comparison with another product.
Value is subjective and relational, it is how we relate one thing to another, and
this is why value depends so much on perception and cognition, and memory.

Another way to look at value is to look at what we are willing to exchange
in return. And in this sense, not where we need to exchange in terms of material
goods and services, but what we are willing to exchange that is immaterial.
Our time. Our behavior. The more behavior we invest in a product or service,
the more value it holds for us. Which means that technology is never what is
monetized; it is behavior that is monetized. And this behavior diminishes in
importance or value as we move through the behavior cycle of a product or
service. The more we use something, the more we demand new value from it. Is
the new value of something that maintains the satisfaction of our relationship
with that something.

As we invest ourselves in using a platform, the nature of our desires, goals
and motivation changes, and we end up seeking more, looking for more from
the same product or service. This is the perpetual dynamic of a behavior cycle
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(Figure 1.1), rooted in our perpetually-seeking mediums for bettering ourselves
in the near future, and the means to achieve our best selves in the present. The
value of a product or service is proportional with its capability of becoming the
perfect medium by which our motivating goals are satisfied.

Value has a personal dimension, in that it is purely subjective. Value evolves
over time with the accumulation of life experiences and the exposure of the
individual to a variety of “value moments.’

Value and personal identity are interconnected —we are the sum of our
value moments and value assessments—which is why people place so much
value on their online social presence and activity. This stems from the human
condition of ‘plurality’ —discussed later in this book—and from the desire to
leave a mark and participate. More than anything, we value the image people
have of ourselves, an image we are trying to construct and reconstruct by any
means technologically available.

What we do all day in our online activities is chasing value moments,
expressed as emotional connections with ideas or with others. Facebook,
Pinterest and Twitter —to name just a few well-known platforms—are means
by which individuals express their worth in the community of others. These
behavior platforms are ‘stages’” on which individuals perform from their
intrinsic motivation, because they want to be seen, they want to be heard, and
they want to be measured on these performances by others.
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The Value of Behavior Platforms: The New Presentation of Self in
Everyday Life

The Merriam-Webster Dictionary’ defines value as:

1. The amount of money that something is worth: the price or cost
of something.

2. Something that can be bought for a low or fair price.
3. Usefulness or importance.

We learn in schools about meanings 1 and 2, but very little about meaning
number 3, about ‘usefulness and importance’ or about why Facebook,
Twitter and Pinterest are important and thus useful to people. These are
three manifestations of the passage from the extrinsic economy of having and
consuming to the intrinsic economy of being and becoming.

The self was always the center of the economic system, but now even more
so, as the self needs, according to Erving Goffman,? ‘fronts” and ‘vehicles’ for
presenting itself in everyday life, and Facebook, Twitter and Pinterest present
themselves as these fronts and vehicles.

With Facebook, the individual has the opportunity to be in the presence of
others, and present to others most of the time. This is different than in the past,
when we could only be present with others while in their direct proximity, in
physical locations.

Facebook and other social media I just listed are vehicles that allow
individuals to express themselves, and give to others impressions of themselves,
more often than ever before. Social media vehicles also allow individuals to give
signals about themselves, signals which are manufactured and very carefully
choreographed. This control over one’s image to the plurality of his or her own
community is of intrinsic value to individuals.

To understand how the presentation of self in everyday life is so different
today than it was forty or 50 years ago, give some thought to the examination
of what were the vehicles then that allowed people to present themselves

1 Available at: http://www.merriam-webster.com/dictionary/value (accessed: June 26, 2014).
2 Goffman, E. (1959). The Presentation of Self in Everyday Life. New York, NY: Anchor.
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Figure 1.2  Presentation of self in 1970

to others. The list can be counted on one hand: writings (or other forms
of creation such as music, painting) photographs and physical presence
(Figure 1.2).

Individuals have always found it important to design their image in the
eyes of others, and broadcast it on all available vehicles, and found value in
every one of the vehicles allowing us to broadcast our image. Today, we are
encountering even more value: we have many more vehicles and an ever-
expanding array of opportunities to shape and broadcast our image (Figure
1.3). Shaping our image constantly is our performance in front of others, and
Facebook offers us the tools to control our social image, and design ourselves,
as we want to be perceived by others.
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Figure 1.3  Presentation of self in 2015

These social media vehicles allow us to play different roles for different
groups, in front of which we are going to perform. We would perform one role
on Facebook, and quite a different one on Pinterest, and then another one on
LinkedIn. We do find value in the multiple performance opportunities that the
social media platforms are offering us, and we also find value in their reach
and the provision of self-expression tools available to us. More tools more
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value. Social media platforms are changing the setting where our performances
take place.

Goffman talks about idealization, which is way the individual wants to
present himself in society, based on what he thinks society expects them to
be. This ideal version is based on the individual’s pursuit of society’s ideals
and values, at any given moment in time. The performance on Facebook
takes its cues from the audience, and thus the performance is approved. This
performance includes a great deal from others, either as a commentary on their
own activities, or in addition to these activities.

The more connected one is with the cues they receive from others on
Facebook, the more his/her expression is enhanced by the contribution of
others, and by the value others give to this expression.

In the post www. Internet era, individuals are deeply concerned with
the ways and means that affect their ‘impression management.” When given
the right tools and opportunity for impression management—which is
what Facebook is all about—it is in our human nature to make impression
management a life imperative. It is also human nature to find value in this
activity. After all, what is a selfie and why we are so fascinated by them? One
the first photographs we take when we buy a camera is that of ourselves. We
are curious to see how we appear to others, and this curiosity continues for
as long as we own the camera. Robert Cornelius took the first known selfie in
1839, and we have not stopped since.

With the popularity, affordability and availability of digital photography,
as well as with the immediacy of the image generation in the digital medium,
selfies have become the photograph we take most often. According to a
Digital Trends study in 2013,° selfies are the most popular genre of photo.
Millions of selfies are uploaded daily to Facebook, Instagram and Snapchat.
A selfie is an immediate connection to the Self as perceived by others,
and this connection allows us to modify the impression we give to others.
The millennial generation is focused on the self and more connected to it
than ever before. For them, ‘being connected” does not mean with others,
it means first being connected to the Self. From there you construct the
fronts that you want others to see as yourself, and that becomes a new form
of communication.

3 Available at: http://www.digitaltrends.com/social-media/selfies-are-now-the-most-popular-
genre-of-picture-and-in-related-news-everyones-the-worst/ (accessed: November 22, 2014).
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For Goffman, the role of expression is in conveying impressions of Self.
This is the key to social interaction and its raison’ d’étre: to convey the self onto
others. Social media platforms and tools are means by which we can manage the
impression of Self and thus create a perpetually relevant Self for others. What
is interesting here is the measure by which this Self is in effect a co-creation,
as our audience has unprecedented access to the same tools, and more often
than not, participates intensely in this creation. One ‘like’ on Facebook triggers
multiple ‘likes” in a cascading effect.

The intrinsic value of an Internet-based behavior platform, is the propagation
of fronts and vehicles for the shaping and broadcasting of an individual’s Self
in Everyday Life. No industrial model, product or service, has ever achieved
this power, this penetration and this relevance in people’s lives. The 1.24 billion
monthly users of Facebook make this very statement.

The Perceived Significance of Self as Value

It is due to Carl Rogers* that we have the benefit of one of the simplest, and
most elegant, theories about the self. For Rogers, individuals exist in the
changing world of experience, as the center of that world. Our perceptual
field is whatever we feel and see every day, and that becomes reality for the
individual. The more perception, the more reality. And the Internet gives us
more perception. Add Facebook to your life, and now Facebook becomes part
of your perception field, expanding it to proportions never encountered before,
and establishing new targets for the self.

When we interact with our immediate environment, and more so as a
result of evaluating our interaction with others, the structure of the self is
formed and reformed again. It is organized in a dynamic and synchronic
fashion, with what we perceive as changing values in our perceptual field.
In all this time, the individual has only one basic tendency and striving, and
that is to actualize, maintain and enhance the experiences perceived at any
given moment.

The best vantage point for understanding behavior is from the internal frame
of reference of the individual. For Rogers, behavior is a goal-directed attempt of
an organism to satisfy its needs, as it experiences them in the field of perception

4  Rogers, C. (1951). Client-centered Therapy: Its Current Practice, Implications and Theory. London:
Constable.
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in which the organism—the individual—is placed. Emotion accompanies and
facilitates goal-directed behavior, the emotion being related to the perceived
significance of the behavior for the maintenance and enhancement of the organism.
The key here is the notion of perceived significance. From this perspective, how can
a 21-year-old student not be using Snapchat? What significance will she/he have
for others if not present as often as possible on their social media platforms?

If I am exposed for a long time to Facebook, and if I participate in the life of
others interjecting my experiences and allowing them to interject theirs, I start
valuing experiences which are not directly mine, but become mine as they become
part of my self structure, part of my perceptive field. Once part of a perceptive
field, experiences become symbolized, in order to correspond and be consistent to
the structure of the self. The value of Facebook therefore, is the number of experiences
which one can retrieve and symbolize, in order to enhance the structure of the self.

Meaning as Value

The value we place in objects is directly proportional with the meaning we
assign to that object in our apperception. We value less the perceptive—the
stuff that we can see and touch—as we value the apperceptive, which is the
relationship between what we perceive now and memories of experiences of
the past. Apperception is the comprehension of what we see based on our past
experience. This is why, in the context of behavior, value is an individual variable
that has little to do with money.

Apperception makes a piece of fiberglass made by hand, one of 20 ever
made, be worth $20,000, if that piece of fiberglass happens to be one of the
Cylon helmets used in the original series Battle Star Galactica. This is no longer
material + labor + energy = price. This is material + labor + energy + meaning =
price. Interestingly, meaning has value especially in artifacts that have no other
‘function’—in other words they do not really work—and the only function is
their meaning.

Is this not the case in art? What exactly are we valuing in the Mona Lisa?
It is estimated® that Cezanne’s ‘Card Players’ has a value of $273 million. How
many experts do you know that could explain, in a reasonable and logical way,
why this piece of canvas is worth more than a Boeing 777-200, and why the

5  See http://en.wikipedia.org/wiki/List_of_most_expensive_paintings (accessed: July 9, 2014).
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value of the painting will keep rising, while that of the jet will progressively
move downward?

Meaning is the fuel we use to create our perception of reality—we are
meaning-making machines.® We constantly try to make sense of our life by
forming schemas about our experiences, actively constructing a context for
identity that varies from person to person. These individual perceptions are
what we base our values, goals, and aspirations on, and in turn, those drive our
behavior and preferences. The reality is that value as meaning is a deeply rooted
and deeply personal percept. Certain things are meaningful beyond reason
and for no reason, except our attachment to symbolic artifacts that attest we
have spent time on Earth, and left our mark behind. These artifacts—paintings,
sculptures, literature, and music—are the constructs of the human mind, and
they propagate our organization, our forms of being.

How we assign meaning and value defines who we are, and the choices
we make; those patterns set the precedent for future behaviors. What we’ve
designated as significant in the past will affect and influence what we designate
as meaningful in the future. If a bouquet of flowers was sentimental in the past, a
token of love or affection, we are inclined to see any bouquet we come across in
the future in much the same way. More than anything, for something to become
meaningful the connection we make with it has to be relevant, so we permanently
ask of everything we encounter “What does this mean to ME, to MY life?’

The Present as Value

The economy is a space for being, a place where we seek satisfaction in the
present. Period. This is what makes us consume any medium that holds the
promise of delivering satisfaction. And nothing—with the possible exception
of chocolate—delivers such immediate satisfaction as posting a picture just
taken on one’s Facebook page, for all his/her friends to see. This immediacy of
sharing is satisfaction in the present moment.

For millions of people Twitter has supplanted blogging, and other types of
online broadcasting of one’s condition; Twitter is the easiest and fastest way
to broadcast yourself online. It is a broadcast with a precise address, precise
audience, reaching its target every single time. The real value of Twitter as a
company is the value of the social infrastructure it has created. It is also the

6 Manu, A. (2006). The Imagination Challenge. Berkeley, CA: New Riders, 8.
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value of the indispensable service that Twitter provides for millions of people.
With all these ingredients in play, Twitter may turn out to be one of the most
valuable companies on the planet. For some people, Twitter is just an extended
‘party line,” a bunch of people that know each other talking to each other. No
value in sight. Except if you're looking at what they’re talking about, how
frequently they are talking about it, and where from they initiate conversations.
With all this data combined, you now have a multilayered behavioral map of
places, people, interests and opinions; you know what people think, moment by
moment, and from where. The wisdom that one can access by aggregating this
knowledge has absolutely no metric. Twitter is becoming central to how people
communicate with each other, constructing a new social framework in which
a limited number of characters serve to focus thinking, and communication,
between people that believe that sharing their present state is a prerequisite.
Twitter is just another vehicle for people that want to present themselves to
others, in ways that are controllable and manageable at their own end.

The industrial model business analysts will tell you that they are skeptical
of Twitter, because they find it tedious and don’t use it, that they are not on
Facebook and never use social media platforms, so they don’t really understand
what is the value of these platforms for people in general. Or their value as a
business. I have heard this time and time again, followed by the qualifier:

None of my friends are on Twitter and none of my relatives are on
Facebook. As far as I can tell, nobody that I know can be bothered to
belong and contribute to these online platforms.

So what is the meaning of this? Value is rarely a visible attribute. Everyone
is used to valuate a company based on financial multiples. But this is not the
case of Twitter, Facebook or YouTube. The financial multiple is replaced by
depth of engagement multiples, as every one of these platforms have become
masters at monetizing engagement by extracting revenue from third parties.
The value may reside in all of the work that cannot be immediately quantified
and qualified. Behind the scenes, Twitter is engaged in defining and qualifying
the nature of conversation between the people that find it necessary to continue
using the service, as a measure of their belonging. Twitter deals in the now. Right
here, right now, this is what I'm thinking. This is how I feel. This is how I belong
to my time. Twitter doesn’t make products. Twitter doesn’t make anything.
Twitter waits for you to create your own value moments, and the value resides
in your engagement with the platform. The more you are engaged, the richer
that platform becomes. And the more you need that platform as a means of
expression, as a means of existence, the more Twitter is worth.
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How can you place value, and more so a value metric, on the ability of an
individual to announce his location to his friends anytime he wants? Go to the
gym; let your friends know where you are, and feel really good about it. This
is intensity value, for a user that wants to gain a new performance stage he/she
never had before. Someone wants to broadcast to their world:

yes, I am taking care of myself, I just spent two hours here taking care
of my body. And I want you all to know. So I would post my exercises,
my calorie counts, the pounds I can push or lift and everything else I
can share with you, so you know that I'm really serious about taking
care of myself.

A Platform for Now: Snapchat

Snapchat is ‘the fastest way to share a moment with friends.” You control how
long your friends can view your message—simply set the timer up to ten
seconds and send your photograph. Your friends will have ten seconds to view
your image and then your message disappears forever. Snapchat is not a new
behavior—it is what we were doing already, sharing our photographs with our
friends on any number of social platforms. The difference now is that the author
of the picture has to let go of the image at the same time as his audience does.
So this is not about photography or about memorialization, as the ‘memory’
is erased in seconds, but about building a community of experiences with
synchronic collective moments, on a scale as small or as large as one’s network
of friends. This again, is intensity value. There is no past and no future in the
Snapchat collective. There is only the now, this moment in which we all share
the same image. Snapchat maintains the ephemeral quality of each moment
while adding unprecedented scale.

In celebrating the moment with friends, something larger happens to us:
our sense of plurality deepens, and our connection to the other deepens as
well. This has nothing to do with an image that disappears in ten seconds,
but with allowing us a new dependency to participate with others in our own
life.

What can we learn from this? Snapchat is a temporary front allowing people
to share themselves one moment at a time, the way they want to be seen, as a
measure of how they see the world in this very moment.
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Social Capital Value and Valuations

Let’s look at the financial value of Facebook from the perspective of its users.
That is, let’s put a value on each user page, a value that includes building the
page as well as maintaining it. A ‘proper’ web site will cost you around $30,000
to develop, and, providing you are in charge of its maintenance, you will be
saving some $35,000 per year. I believe that for an active Facebook user, their
presence on the site is much more important than that of having a personal
webpage. So it is good math to look at the value of a user’s Facebook presence
in the same way we look at the value of a website. Even at a discounted average
of $20,000 per user page, when we multiply this by the number of Facebook
users (1.2 billion), we end up with, yes, $24 trillion. This is the sum of what the
collective aggregate of memories hosted on the platform is worth; this is the
valuation of Facebook’s social capital.

Facebook functions like a recording of one moment in time. What is the
value of a recording? How about Nat King Cole in a duo with his daughter 40
years after his death? So ask yourself, what is the value of retrieved memory,
the memory of you, to your daughter, 20 years from now? How much would
you pay for that? The trouble in valuating Facebook” as a business is that
we lack the tools to do so. We are adept at measuring the book value of any
business based on inventory, accounts receivable, the value of real estate and
so on, all measures that refer to the past but not to the future. We lack the tools
to valuate behavior in economic terms. Behavior is not a raw material, and yet
it is behavior that gives value to raw material. We need imaginative new metrics
to evaluate the economic value of manifest behaviors, the behavior that we can
see and document, as well as retrieved behaviors, behaviors that are now possible
due to new spaces being created. To valuate the potential of behavior platforms
we need a good measure of foresight.

Foresight as Value

Consider Google’s purchase of YouTube in 2006 as an example of the company’s
foresight. Activated in February 2005, the domain YouTube went live in
October 2005, and by mid-2006 was averaging 20 million visitors a month, who
were watching about 100 million video clips daily.® According to its 2006 SEC

7 Manu, A. (2010). Behavior Space. Farnham: Gower Publishing, 37.
8  See http://googlepress.blogspot.ca/2006/10/google-to-acquire-youtube-for-165_09.html (accessed:
April 7, 2014).
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filing,’ the site generated almost $15 million per year from advertising
revenues. For this, Google’s acquisition price was $1.6 billion, or an astonishing
$80 per user. For the many cynics that were questioning at the time YouTube’s
staying power, this deal made no sense, on any of the known metrics. For Eric
Smith, Google’s CEO at the time, YouTube was the ‘next step in the evolution
of the internet.”*

This was a declaration of understanding the concept of behavior space
retrieval and its specific dynamic: the speed of behavior retrieval compresses
the time frame between a “precise” signal'' and a ‘sensed” signal. The degree
to which a technology retrieves latent behavior is the rate by which a sensed
signal becomes precise. The faster, deeper and wider the adoption of YouTube
as a behavior platform, the faster this activity becomes mainstream. So how
many users does YouTube have today? Daily? The ultimate strategy for Google
was to focus on the sensed signal and ask the question: at its intended penetration,
what value will YouTube represent and what are the constituent components of this
value? In other words ‘where will the full value come from?’

The answer is simple, and it is connected to the massive behavior data
gathered by the actions (retrieved behaviors) that YouTube enables: the value
of YouTube is the value of the behaviors it has successfully retrieved. YouTube is a
Retrieved Behavior Space.

A retrieved behavior is a latent behavior, a behavior that did not have a
media to make it manifest (you did not know you wanted to send texts of 47
characters in length, until the medium allowing you to do so became manifest,
which made your latent behavior manifest. Latent behavior is an action you
might be engaged in if given the right tools."

Latent behaviors derive from latent goals. We want, and permanently seek
the conditions that will allow us to satisfy these latent goals. It is here, in the
satisfaction of these goals, that humans find “value.” The success or failure of
any technology, service or concept is directly related to its capability to be a
medium for the satisfaction of our motivating goals.

9 See http://techcrunch.com/2007/03/06/youtube-revenues-15-million-per-year-or-per-month/
(accessed: March 19, 2014).

10 See http://www.nbcnews.com/id/15196982/ns/business-us_business/t/google-buys-youtube-
billion/#.VFzRe75cT8s (accessed: April 7, 2014).

11 Sometimes called ‘weak signals,” these are information bits about behaviors that are emerging
and trending upward toward the mainstream.

12 Manu, A. (2010). Disruptive Business: Desire, Innovation and the Re-Design of Business. Farnham:
Gower Publishing, 30.
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Chapter 2

To Have and To Be and the
Language of Ideas

Present day capitalism assumes that the moving force of the economic system
is the access to energy resources and the possession of the same resources.
Everything else is discounted to favor energy. For a long time, market sentiment
agreed, and Exxon was the company with the largest market cap. This is not
today’s reality any more. Apple Corporation has the largest market cap, and
everyone seems, at times, confused as to why. Breakthrough capitalism has
already happened! Apple, Google (with YouTube combined) and Facebook, just
the three of them, have redefined what capitalism is all about. Some are focusing
on the wrong things when looking for the constant of a business enterprise, and
not the variable. The variable is behavior. And in this new context, to ‘be-have’
means to have in order to be, and in order to become. The economic system is all
about what we want to be now, and what we want to become in the near future.

The definition of value discussed in the previous section, contains the best
differentiation between the having and being mode of humans. In the having
mode, we feel comfortable with understanding value as the amount of money that
something is worth, or something that can be bought for a low or fair price.

In the being mode, we are interested in the usefulness or importance of something
to our being, to our life, in this or the next moment. Usefulness or importance
has nothing to do with numerical value or with money. It is something “felt,”
something experienced, not something ‘reasoned.” The importance of something
connects to our ‘being mode” and less to our ‘having mode.’

The entertainment industry is the typical sector where value is understood
as the condition of being—relative worth to an individual, importance and
usefulness, and where the only functionality is derived from meaning. On a fee
basis, this industry is worth $2.1 trillion annually. This is about four times the
budget expenditure of the United Kingdom ... Which makes it imperative that
we look at how the economic system is connected to the being mode of humans.
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We desire pleasure in any form, and we also want specific forms of pleasure
in the manifestation of artifacts. As George Santayana commented, ‘beauty is
pleasure objectified.”! We learned from Abraham Maslow? that human behavior
is goal directed and our goals stem from:

Basic desires for the nourishment of the body: The search and desire for
Smooth, Soft, Shiny, Sweet, Fragrant, Intoxicating, Beauty and Pleasure.

Motivating desires: To participate, to leave a mark, to maintain, to enhance,
to propagate, and to actualize the Self.

Ultimate desires: Knowledge, Understanding and Hope.
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Figure21  The map of motivation

1 Santayana, G. (2008). Sense of Beauty: Being the Outlines of Aesthetic Theory. Available at http://
www.gutenberg.org/ebooks/26842 (accessed: April 12, 2009).
2 Maslow, A. (1943). ‘A theory of human motivation.” Psychological Review, 50(4), 370-96.
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We frame our life around strategies designed to experience some or all of
these desires. We permanently seek higher and higher mediums for the
satisfaction of these goals, as our goals change with our accomplishments, and
new behavior patterns emerge, which in turn give rise to new motivations,
and new goals. It is in the meeting of beneficial goals that humans find value;
the benefit of the felt experience of satisfaction, the experience of pleasure, the
experience of being (Figure 2.1).

Seeking satisfaction through experience rather than performance through
interaction with objects and spaces is the higher calling of experience design. To
achieve this, it all comes back to understanding humans. Not consumers, not
users, not demographic targets, but simply the human being, as all human
action is instigated by the desire for, and in the pursuit of, something.’?

Intrinsic Motivation and the Behavior Economy

The search for a new state of being is one of the primary motivators of the
economic system, and the reason we originate ideas, which become products
or services. According to Erich Fromm,* the human brain has two distinct
modes, and so does the human personality; the Having mode on one side is
concerned with the survival instinct, having plenty for the nourishment of the
body, having a roof over your head and so on. The Being Mode on the other
side, is concerned with transcending our animal condition, and with creating
long-lasting memories of our accomplishments during our time on Earth. In
other words, the being mode is concerned with Becoming.

To have, means to have things. And things must have a purpose, and
purpose leads to a function or a number of functions, and function leads to our
search for better performance in the things we own and use. This performance
can be measured, and our Having Mode seeks objective measures for the
quantity of things in our life. These objective measures of performance create
the motivation for possessing the thing. But this motivation is extrinsic, because
we often want things because we desire to be like other people.

Things that belong in the having side of the human brain are perfectly suited
for metrics and because of that, they are perfect for management because they
could be managed. Management loves the having mode, because one could design

3 Manu, A. (2012). Behavior Space. Farnham: Gower Publishing, 32.
4 Fromm, E. (1976). To Have or To Be. New York, NY: Harper Row.
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Figure 2.2  Having and being modes

processes that are understandable, because they produce things and things have
a purpose. Every time somebody proposes a new thing, the only question that is
asked is what is its purpose? As soon as a reply is given in a manner that satisfies the
questioner, we are happy to accept this new thing in our life (Figure 2.2).

The Goal of Being

To be means to experience. It means to feel in a certain way when you look at a
flower. Or to paint pictures in your imagination when you listen to a song. It
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means to experience all those things that create the relationship between us as
physical beings, and our feelings. This relationship leads to the Manner in which
we address the world around us, how we react to it, and how we participate in
it with others. Manner is critical in our interaction with the world; especially in
the way we experience our own actions.

Having and Being are modes that lead to two development models for
products and services; one which is eminently measurable, because it contains
both the quantity and quality of a thing, the other ambiguous, as it defies
metrics, while at the same time having a very clear perceptive response to the
experiential quality of a moment, be that the taste of chocolate, or the aftertaste
of Bailey’s Irish Cream. Or Mona-Lisa’s smile.

In our ideal experiences, both the having and the being mode are satisfied,
and we consider ourselves to be in a relationship with the thing.

The being mode requires however much more before it declares itself
satisfied; being an active mode, it seeks for ways to be creative, rather than
to be just productive, and also looking for ways in which we can have more
fun, for experiences that challenge us deeper and deeper, moving us forward
in our life. While the having mode seeks connectivity and productivity, our
being mode is looking for something that is fun, challenging, rewarding,
and absorbing. This is more or less someone’s activity and experience while
searching on Google. Looking for something means coming up with a search
string, and that is a creative process. The more creative you are, the better the
search results. Productivity without the creativity of a clever search string does
not mean much. It is the being mode that ensures that our results are fast, and
more accurate, and thus we are productive.

Let us look at the metrics of Having and Being. We understand how to
measure the performance of a locomotive or of an automobile, and how to
calculate efficiency given any number of variables. And because of that, if
performance is our goal it is rather easy to build a really good automobile. If I
say the word ‘performance,” you have a picture in mind and an expectation as
far as metrics go. Performance is a physical attribute; we need performance in
a thing because we want to accomplish a task in the most efficient way, and in
the shortest amount of time.

On the other hand, if I say the word ‘comfort,” you have another picture
in mind. So if ‘comfortable luxury’ is our goal, things change somewhat. We
start adding to the performance of the automobile attributes that we associate
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with luxury and comfort. But these attributes are not a guaranteed measure
of success for every individual’s taste preference, because both luxury and
comfort are concepts and thus not measurable in the same way in which the
performance of a chain link can be measured. For describing the attributes of
luxury, we need to move from the having mode to the being mode, a mode
in which we need the language of ideas. Your hear ‘luxury’ and you think
of ...? How many people will give the same answer? For some people luxury
might mean something shiny. Other people will think immediately of the
softness of a well-worn leather couch. Or maybe a combination of shiny and
soft might do.

In the being mode we are dealing with totally different ways of measuring
the attributes of a thing, and if we try any metrics they might be inaccurate
because of the variety of personal experiences people have had in their life,
which in turn has given the objectification of the concepts of comfort and
luxury many personal interpretations.

The Benefit of Value and the Benefit of Meaning

What is then the connection between having and being and the creation of
value? Having creates the means that allow humans to pursue meaning. The
having mode seeks the transformation of matter through labor into means,
while the being mode seeks the transformation of matter into meaning,
through creativity and imagination. For thousands of years, while the material
was physical in nature—stone, marble, steel, glass, and ceramics—the union
of means and meaning was somewhat in balance. Objects were made of
materials present to the senses, and thus an individual or group was able to
assess the value of the object, based on its material qualities, the labor involved
and the meaning assigned the object. We are now in the presence of a new
material, and that is data, a material that has no physical presence or volume,
and a material whose value is the content itself: the value of data resides in the
meaning it represents.

In the absence of the having mode, and all its attributes leading to an
assessment of value—function, performance—we have a hard time with
placing value on data.

We take steel and we make a bridge. We take metal and reshape it as a
hammer. We transform these things by labor. We take plastic and make
celluloid, and that becomes a substrate on which we can print moving pictures.
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But movies have meaning, so making a movie and using that celluloid means
matter transformed by imagination.

We find coffee in a coffee bush, dry it, roast it, grind it, and we pump water
through these grounds at high pressure, transforming it in a wonderfully
foamy and flavored espresso. That is not the matter transformed by labor,
this is matter transformed by the imagination that can conceive a moment of
pleasure, in the experience of a cup of espresso. A moment we value. This is
value as Benefit. Value is a benefit not a solution. Value is a mental process.
People don’t want the coffee bean; people want the flavor of coffee as a benefit,
transforming a moment of life into a pleasurable experience, in our perpetual
quest for becoming and for pleasure by any means.

Some executives have a hard time addressing the being part of
humans—with the exception of executives in the cultural industries, fashion
and cosmetics—because that part is hard to measure, hard to quantify and it
is hard to manage. When Steve Jobs was calling for business education to be
closer to the liberal arts, rather than technology and science, he was pointing
out the reality that business is not a science, but an art, with its own aesthetic,
that of the relationship between the having and being mode of an individual.
Jobs continues ‘the reason that Apple is able to create products like the iPad is
because we always try to be at the intersection of technology and liberal arts, to
be able to get the best of both.”

For understanding of what the being mode is after, we need to understand
the language of concepts, and then understand the ideas that we associate with
each concept.

The Language of Concepts and Ideas

Language is a human ability that allows us to communicate with one another,
complex concepts or simple ideas. In the absence of language, we are blind
as to the value of things in our surroundings, as we lack the ability to express
their value to others. So it is fundamental in the creation of value for others, to
have the ability to express the attributes of an experience, to use analogies and
symbolic images that trigger associations. The lack of an appropriate language
is usually the main reason executives are unable to understand the relevance

5 See http://fortune.com/2010/01/27/live-blog-steve-jobs-presents-the-apple-tablet/ (accessed July
13, 2014).
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of a competitor’s product; if you cannot express what is great about a product,
you are bound to ignore its relevance.

This is precisely what happened when the iPhone was introduced into the
market place, by a company that was not an incumbent in the communications
sector, as both Nokia and Research in Motion (today’s Blackberry) were. These
incumbents where blind to the potential of the iPhone to disrupt their market
not because they did not see the iPhone, but because they lacked the language to
define what it was. That language is not technical, that language is not English or
German, and that is the language of ideas and value creation.

Mathematics has its own language. So do physics, biology, finance,
marketing, etc. They all have terms with definitions that mean something. E=mc?
has a specific meaning that transcends time and space. It doesn’t matter what
century it is, what business you operate, or who you are. E=mc? is a universal
truth that applies across all cases across all time. That’s equally true for ROl in
finance, or DNA structures in biology. These are examples of universal truths
expressed in a technical language.®

But what about value creation? What are the universal truths about that?
How many universal truths can you name (with terms and definitions) that
explain value creation across all times and in all environments? So this is not
only about seeing, it is about understanding what you're seeing, and being able
to describe what you are seeing. In education at all levels, but especially at the
undergraduate and graduate level, where are the courses in ‘value creation’?
We teach our MBA's to manage value assets, how to increase value in products
and services, but who learns in a business school anything about how to create
value? If one lacks the elements of language when one is faced with describing
something new, there are no frames of reference left. When we don’t have
frames of reference, all we have left is our own experience, so we are faced with
describing the new experience based on a previous experience, defining value
creation from our perspective, the perspective of the business we are currently
engaged in.

My collaborator, John Sutherland, has proposed a new definition of value
that takes into account a framing of the experience new value creates. In his
definition, the creation of value is the expansion of relationships from new behaviors
enabled by a disruptive media. Any time our relationships are being expanded

6 Sutherland, J. (2012). ‘Afterword: Getting started.” In A. Manu, Behavior Space. Farnham: Gower
Publishing, 211-22.
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into a new behavior, or a retrieved behavior due to a disruptive media, we can
call that moment value creation or new value.

This definition works in describing why we find value in Facebook, why
we find value in Twitter, YouTube and other social platforms.

If we look at life as being composed of relationships between our
environment and ourselves, life becomes a system of relationships between
ourselves and time, our location in time, in space, or where we are at any given
moment. We also have a relationship with our own self, which is the quest of
understanding it and promoting it to others, which brings us to our relationship
with others, either by themselves or in groups, and the relationship with our
objects and with our ideas. Every one of these relationships is being enriched
by the disruptive medium we call Facebook. In the context of these multiple
relationships and in proportion to their depth and complexity, what creates
value in our interaction with a new medium is the measure by which this
medium improves both the size and quality of our relationships. Improving
the size means allowing us an easy reach to a greater number, while improving
quality means introducing new layers of experience, be that by means of
images, sounds or motion pictures/video.

The language of value creation uses concepts, and concepts use ideas. A
concept is a platform for an idea, the place where ideas come from. Value is in
itself a concept. Breakthrough leaders of the new economy are talking about
concepts, and plan strategy in conceptual terms. Connectivity is a concept.
Access and empowerment are concepts. Beauty is a concept, and many ideas
can express it. Concepts have attributes which compel us to describe them,
thus entering into a conversation about the concept. For each individual the
attributes of concepts are personal, as we assess concepts based on individual
frameworks for value.

What are the attributes of ‘elegant’? Elegance is beauty. Once I say or write
the word elegant, I have to describe in which way something is elegant. Once
I say something is ‘nice’ I have to be more specific. So these idea words invite
elaboration. They invite development. They invite descriptive examples of
their properties. If something is beautiful in my opinion, I am bound to explain
to my peer group which attributes of this product or experience are beautiful
and why. I would use analogies, I would use metaphors, and I would probe
my audience for any experiences of the past that might contain characteristics
of the experience I'm describing as beautiful.
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The language of ideas is not a science. In the context of value creation, the
language of ideas is something felt, something that has to be experienced. It
is something that uses somebody’s imagination because one cannot access the
concept of beauty without imagination.

Ideas about things are attributes. One of the toughest concepts to describe is
probably the concept of ‘cool.” What makes an experience cool? The description
that follows uses idea words which in turn might be concepts, but understood
nevertheless by the audience from their own experiential perception. An
experience that is categorized as being cool is something that has a sense of
novelty, something that is technologically advanced, something that has a sense of
uniqueness, something that has a sense of special, in the sense that it is a special
kind of experience, not part of ordinary life, and it is something that you
encountered only a few times up to the moment in which you are describing
something is a cool experience.

A cool experience is a transformative experience. Spending the week at
the Burning Man festival is probably very cool. Because of the attributes I just
described, the coolness factor of something disappears as the frequency of
use increases.

The Internet of Things is another good example of a concept. To make
someone understand what is the promise of the Internet of Things, you will
have to give a few examples of some of the tangible benefits of this new
technological capability in people’s lives. And the language used in these
examples would undoubtedly use more concepts and ideas, things such as the
connected fleet, or predictive maintenance, or smart cities, or smart shopping malls,
and so on.

Each one of these ideas fall under the big umbrella framework of the
Internet of Things, which is a concept holding other concepts, each one
requiring further explanation detailing the benefits of predictive maintenance,
or manifestations of what a smart city is in daily life. What is a smart city all
about? Well for one thing, it is a city that is aware of its inhabitants, it is aware
of its consumption needs in terms of utilities, it is aware of the location of the
inhabitants at any given moment, it is aware of the transactions that take place
and the interactions between the city’s inhabitants, their objects and their
spaces. A smart street understands when to turn its lights on or off, based on
the number of participants in traffic at any given time. A smart street corner
can talk to a smart car, in order to understand where that car wants to go,
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and where is it coming from, so it can adjust accordingly all the traffic lights
towards the destination.

Concepts are forcing us to imagine ideas about creating new benefits in
people’s lives, benefits that balance the having and being mode to a new degree
of satisfaction.

Concept is to idea what vision is to mission. Vision is where to go and the
mission is how to get there. An idea allows individuals to perceive the reality
that doesn’t physically exist. How does this translate to enterprise?

Concurrent sets of ideas are key in organizing the missions that implement
the vision of an enterprise.
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Chapter 3
Dimensions of Value

Our expectation of value is only based on our most recent perceptual
experience. Imagine your life 15 years ago. It is the year 2000, and you have
a partner and two children. You live in a nice house and you have everything
you need. Everything you think you need for a comfortable life in the year
2000. Everything you need for a ‘connected life” which makes you equal with
your peers.

Everything you need means that you have one TV set in the living room
and maybe one in the basement, all the appliances you might require in the
kitchen, you probably have a microwave and nothing more. And you might
have one personal computer. This is the year 2000. The Internet is only nine
years old. You have no use for a computer in the house, there is barely Google,
and there is no Facebook. There is no Internet streaming. Napster is illegal and
Netflix is maybe a glimmer in someone’s eyes. It simply does not exist. The big
boy is Blockbuster, and for them you have a VHS handily connected to your
TV set.

Your value judgments are essentially based on what you think you need,
and the measure by which what you have supplies your needs. And you have
enough. You have enough because you never thought of more. Because you
never sat down one day and asked this question yourself: what would I really
want in my life? What will really make me happy? What will really give my kids
the opportunity to explore, discover, learn and become better people?

It is now 2015. Every member of your family, your wife, your children, and
yourself own a personal computer. But it doesn’t stop here. Each one of your
family members has a phone, which is also connected to your Wi-Fi router.
And, you have a legacy of other devices that you purchased along the way.
A few MP3 players, CD players, your old film camera and your VCR video
recording machine. What is value in this context? What do you have in the year
2015 that you did not have in the year 20007



44 VALUE CREATION AND THE INTERNET OF THINGS

I am proposing the value depends on the behavior cycle you are in, as you
cycle through life gaining insights and expectations, from experiences that
transform you and improve you. Value assessments change, as we complete
more behavior cycles and desire more and more (see Figure 1.1), and what was
value to you in 2000, has no value now.

Background to Dimensions of Value

What is the value of ‘time’ in the economy of ‘being’? Asked another way,
why do we value the manipulation of time so much? Because we know
human life is limited? Because we have a sense of our own mortality? This is
worth considering:

We value time shifting. Fast forwarding. Netflix binging is the result of
our need for time compression. The first value here is time compression. We
see this value manifest in many forms: spending considerable amounts of
money on a bottle of aged wine. Why? Because we are shifting time in our
favor. We can taste the wine today without waiting 12 years. Same with single
malt scotch, where we shift time by 15 years every time we buy a bottle of
15-year-old malt.

We also value compressing physical distance and we value expanding physical
presence, by all available means: Facebook, Instagram, Pinterest, YouTube. We
want our images, our ideas and impressions expanded on as large a territory
as possible. In our Spiritual, Intellectual and Professional dimensions we like
to fast forward the understanding of things. That is why we like to watch TED
Talks, read books and magazines, and subscribe to podcasts.

Value and the Condition of Being Human

Of all animals, we are the animal that knows about our limited time on Earth;
we learn very early in life that we will die. As a result, our life becomes
a series of plans for achieving, in any way possible, continuity on Earth.
Continuity in the form of the objects we create, which in turn create our
ways of life, manifestations of our transcendence from our animal nature. It
is in the plans we make to insure our life has meaning, that we can find the
seeds of change and transformation. As humans, we think and act from the
gut, through the heart, and into the brain. This is where we live from. This
is where we have created masterpieces from, the monuments that we leave
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behind for our children, as proof that we have existed. We exist only in the
measure of how we exist for others. This is why Facebook has value for us.
It allows for the coexistence of an ideal self with others, with hundreds and
thousands of others. It allows us to belong to a community in which our
contribution—our Facebook postings—adds value to the community itself, as
well as to our life.

Every time we consider concepts like the concept of value, we need to place
in the center of this conversation the main actor for which value has meaning,
and that is the human being. There is no value in ‘things’ if the human element
is removed; because it is this human that gives meaning to the ‘thing” and thus
value. Value is not a fact, it is not a number and it is not a particular tool. Value
is a feeling, a way of becoming something that we like about ourselves, at the
moment of encountering something that has the power to transform us. We
permanently seek the best circumstances for the way we experience life, and
this is where value resides for us.

It is these circumstances that form the Human Behavior Space, and the
richness and variety of the human experience of life. In the next few pages I will
explore the drive humans have towards becoming more than they are, which
is the drive to be human, the drive to leave a mark, and the drive to participate.
These are the value creation activities that humans engage in; these are the
metrics on which we judge value.

The Human Context: Meaning and Human Life

Humans are not just a species any more. Human life is not about efficiency
any more, and not about the lowest energy state. We need culture to survive'
and grow, and so, human life is about storytelling, literature, and music,
about meaning.

The Condition of Being Human

Hannah Arendt? outlined the human condition as being the artifacts that define
our life as humans on this Earth at any given moment. At any given moment,

1 Manu, A. (2013). ‘Sustainability and the condition of being human.” In S. Walker and J. Giard
(eds), The Handbook of Design for Sustainability. London: A&C Black.
2 Arendt, H. (1964). The Human Condition. Chicago, IL: University of Chicago Press.
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things—the objects, services or ideas we use—condition us. We are equally
conditioned by the Internet, as we are conditioned by cooking protein on the
kitchen stove, ironing our shirts, brushing our teeth, reading and writing ideas
on paper. Our purpose —what conditions us—is the desire to leave a mark and
to participate. Leaving a mark and participating is what we do right now on
YouTube, on Facebook, on Flickr and on Wikipedia. We participate. Keep this
idea in mind while you consider the Zulu concept of “Ubuntu,” which means
‘Me through Your eyes.” In other words, ‘I exist because you see me.” Therefore, 1
will do whatever it takes to exist in a way in which you will see me as the best
possible “me’ at this time. I will wash, wipe, smell good, look good, know more,
and want more. Be more, become better in your eyes. Better. I will do whatever
it takes to exist at a new level every time you see me.
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Figure 3.1 = The human behavior space
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Sources of Human Value

For Arendt ‘Humans are conditioned beings because everything they come
in contact with turns immediately into a condition of their existence.” Arendt
introduced the concept of ‘vita activa,” which helps in understanding the
nature of the questions we pose, when coming in contact with any event that
has influence on our life activities. Vita activa is the Human Behavior Space
(Figure 3.1). It is the why and what of human activity.

With the term vita activa, 1 propose to designate three fundamental
human activities: labor, work, and action. They are fundamental
because each corresponds to one of the basic conditions under which life
on earth has been given to human beings.

Labor, work and action, are the activities for which we design, the activities for
which we have built and created the world of tools, the world of education, and
the world of laws, as well as all the constructed spaces we now call civilization.
This is the world we refer to with the generic term “technology.” Arendt defines
labor as:

the activity which corresponds to the biological process of the human
body, whose spontaneous growth, metabolism, and eventual decay are
bound to the vital necessities produced and fed into the life process by
labor. The human condition of labor is life itself.

In this condition, the question asked is in the realm of the tactical: the question
is ‘How?” How do I survive? How do I find food? How do I build shelter? This is a
condition related to the “having’ side of the human being, a side interested in
the quantity of things, their performance, durability, appropriateness for the task,
numbers and the sequence of action. A condition concerned with the tactics of life.

Perfecting the performance of tools is also a ‘how’ question, suitable to the
‘having mode,” a mode dominated by our interest in acquiring things which are
fixed and describable. According to Fromm:?

Most of us know more about the mode of having than we do about the
mode of being, because having is by far the more frequently experienced
mode in our culture. ... Being refers to experience, and human
experience is in principle not describable.

3 Fromm, E. (1976). To Have or To Be. New York, NY: Harper & Row.
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Fromm points to a quality unique to humans: the quality of being, of becoming
through experiences and learning. This is the quality that completes us, and
gives meaning and reason to why we need to move always forward, searching
for more ways to experience life, for why we need to learn, to explore in order
to have more worth and merit. The quality that allows us to become. To leave a
mark through our work and deeds. To have mattered, for others. To be seen
through their eyes.

For Arendt, work is the activity that corresponds to the unnaturalness
of human existence. Work provides an ‘artificial’ world of things, distinctly
different from all natural surroundings. In other words, the creation of worth,
using our tools, and the answers to the question Why?

Desire and What We Find of Value in Human Life

Earlier, I discussed briefly the role desire plays in creating the ethos for
developing products, services and the ways of life these create in return.
Anytime we develop something new, we are in effect the development:
we redesign ourselves every time we create new tools for our survival and
betterment. We are re-designed by these tools and we re-design with them our
human behavior space.

‘Desire is the ultimate source of action.”* The desire to survive, the desire to
achieve a different level of existence: these are the ultimate sources of action.
The question for you right now is: What do you desire? How open are you to
understanding what you desire and to believing that this desire can transform
the way you look at everything else? Understanding the nature of your desire
can create a path for a new journey of life.

What is it that we desire? The media that both define where we are, and where we
want to go in life. We exist not because we are here, now, but because we want
to become and we strive for more, and because we made the choice of defining
ourselves as different than other animals. Striving for more and wanting to
become, are foundations for the architecture of existence and the primary
value metrics in human life. Looking at everything around us you will see
statements about who we have become through our desire and striving. The
buildings, bridges, paintings, technologies, music, roads, all you can see and
hear are manifestations of our desires to leave a mark, to participate, to know,

4 Aristotle (1986). De Anima. London: Penguin Books Ltd.
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to understand, to maintain, to enhance, to actualize and to propagate. The Taj
Mahal would have never been built, if we didn’t desire to leave a mark. Most
of the monuments that you know are about us, making sure that we are being
seen through other people’s eyes.

Somebody needed to be seen, and that’'s how the Eiffel Tower was built.
Every human artifact that is of value to us must answer this singular question:
How is this a medium for me? How can this allow me to satisfy, to actualize, to
propagate, to participate? How does this allow me to leave a mark? How does this allow
me to reach my next destination? Facebook is an exemplary model of a medium
that answers precisely these fundamentals.

Value in Change

Humans are always in multiple states of being: who we were yesterday, who we
are today, and who we will be tomorrow. We are on a perpetual journey towards a
dynamic destination. This is what ‘becoming’ requires. We are in constant need of
mediums, because we need a constant tool for our new direction in life. Every tool
that we create is an expression of our current understanding of the destination,
and these tools always modify our destination. We are in constant need for tools as
new platforms for possibility, and through them, new destinations for becoming.
Wanting to become means both recognizing and desiring new conditions.
Beneath this desire is a value judgment—an implicit personal assigning of value
to change—an embracing and ranking of different states of existence. Wanting is
the pursuit of possibility, and implicitly assigns value to change.

Me Through Your Eyes: Wellness and Purposeful Transformation

I want to be the best I can be so you can see me as the best representation of
myself. So far, so good. But how do I measure this condition and how do I label
it? We use the term Wellness to generally describe the absence of disease and
a generally positive and productive state of mind. According to the National
Wellness organization and Ray Meyer Fitness & Recreation Center, of DePaul
University, there are six dimensions’ of wellness that are necessary to feel healthy
and be happy in this life. Health and wellness is a state of being that is more

5 Six Dimensions of Wellness. Available at: http://www.nationalwellness.org/?page=Six_
Dimensions&hhSearchTerms=%22six+and+dimensions%22 (accessed: April 10, 2015). Also,
see http://c.ymcdn.com/sites/www.nationalwellness.org/resource/resmgr/docs/sixdimensions
factsheet.pdf (accessed: April 10, 2015).
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than an ‘absence of disease.” When you attain a balance in the six dimensions
of wellness, you feel more energized and excited about living. You will be more
proactive, self-determined, joyful, and healthier. All six dimensions are needed
to feel totally fulfilled, and depending on your personality, you may find more
satisfaction and joy in one area than another, but you should not neglect any one
of the areas. All six dimensions of wellness are integrated and influence each
other; the first dimension needs the most attention as your ability to do all the
other areas is curtailed if you fail in the first.

Because of the importance we give in life to each of these six dimensions,
they become dimensions of what we value.

Intrinsic Dimensions of Value
Social
Occupational
Spiritual
Physical
Intellectual
Emotional

These are dominants of our daily life, as we seek media for the satisfaction
of each one to a degree of maximum potential. In this context, maximum
potential means either faster time compression or a larger and more expansive
physical presence. Facebook is a medium for our Social, Emotional, Physical
and Intellectual dimensions, and it has intrinsic value precisely because
of this.

In the social dimension, we value contributing to the common good and
the wellbeing of our communities. Being social means to live in coexistence
with others in a harmonious way. We value our impact on society and the
environment in which we work and actively seek ways to enhance our
relationship with others, through better communications, and for increasing
our impact and relevance to them.
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In the occupational dimension, we value gaining personal satisfaction from
our work, and more so we value when we work from passion rather than
constraint. We value and find satisfaction when our intrinsic likes are aligned
with our chosen profession. We value the pursuit of fundamental questions as
much as we value the answers we might get, and this is our spiritual wellness.
As we grow spiritually, we seek awareness and an understanding of the origin
of things, and value when our emotions are in harmony, and our actions are
guided by our sense of right and wrong.

Physically, we value living well. This means understanding the limits of
our bodies, knowing we have the strength and endurance to partake in the
activities that we enjoy, and proactively being engaged in pursuing ways to get
better at everything we do.

In the intellectual dimension, we value stimulating our mind and all
mediums that do it, all ideas that increase our awareness, expand our
knowledge and skills. We also value being in the ‘know” when we need to,
and we get satisfaction from sources of knowledge that expand our depth of
understanding of the world around us (Google anyone?).

The emotional dimension seeks and values the acceptance of our emotions
and feelings by others, and the ability to realistically evaluate our limits when
faced with stressful situations. We do not like to lose control; we like to cope
with everything life throws at us. We value the emotional balance that brings
about and maintains a healthy and satisfying relationship with others.

The Means: Modes of Creation and Consumption

Of all the examples I could give here, I will just give the one most connected
to the first chapter of this book, Chasing Value. The need for remembrance is
intrinsic to the human condition of worldliness, of transcending just being and
wanting to become more for others, to leave a mark. We expend incalculable
resources in order to be remembered and to remember others. Remembering is
part of our human narrative and part of sustaining civilization; the pursuit of
memory might be one of the most intrinsic—in the sense that we spend no time
thinking about it in a logical fashion, or debating its merits, instead we simply
do it—actions humans engage in. One of its manifestations is the Retrieval and
Preservation of Memory as Human Condition.
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Consider the photographic camera. Or Instagram. Or the camera on your
smart phone. Why do people take pictures? Images of Memory. What is a
camera all about? It is about the retrieval of a life’s experience. We seek the
full recovery of ourselves in one specific moment in time. This is not about
the high definition of the image; it is about the moment being captured in any
way, shape or form. The moment is about what you perceived in a particular
place, at a particular time. About what you felt, what you sensed, what you
experienced. Most of all, about what you want others to share of this moment.
You will want to keep that moment and share it with the group that defines
your plurality as a human. Memory is about retaining, recalling, and sharing
information that defines who you are for you, and for others.

Our purpose as human beings is to create something that attests to our
presence on Earth. We need to survive for sure, but after that, we are involved
in a quest for meaning, a quest for worth as measured by others. We need to
create and let others know we have created. This fulfills our human condition
of plurality. To make sure others know we exist. We did not build the Eiffel
Tower because we wanted shelter or we were trying to survive. We built the
Eiffel Tower because we were trying to tell something about ourselves, to
ourselves, in the present and in the future. We need to leave a mark; it is the
condition of our humanity.

The desire to memorialize is not restricted to historic times; it is a modern
preoccupation that substantiates our humanity, as different and more complex
than the life of other animals on our planet.

Business Capability: The Organized Means by which we Achieve
Value

Memorializing is not a trivial pursuit; it is not about the self, but about the
perceived significance of the self to others. This is the real value of our digital
legacy on Facebook; through Facebook we are leaving a trace that, from our
perspective of today, looks like immortality. Facebook is the organized means by
which the human condition of plurality receives its current manifestation, and its most
compelling value platform.

What is the business model that will deliver the values we hold as primal
to our being? It is all a question of how one defines ‘business.” I define the role
of any business as the organized capability of creating and delivering any medium
for the manifestation of human behavior. The tools we use, the staples we consume
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Figure 3.2  The simplified map of the human conditions and its means

every day to maintain who we are, and to become more than what we are.
The means (Figure 3.2) that deliver on our primary dimensions of value, by
allowing us to become and to belong.

The Primary Dimensions of Value

The goal of becoming—rather than just simply being—may be unique to
the human animal, and it is at the root of our behavior of engaging in new
experiences of learning, of exploration, of permanent search for more. More
understanding, more value. Our goals are closely tied to our purpose; that of
creating objects, methods, images and ideas that will transcend our mortality,
and will attest to our presence on Earth.
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Plurality. The condition of being human; you cannot be human without
being plural. Being human means not being alone; it also means sharing what
and who you are. From the moment we are born to the moment we die, we
strive not to be alone, and we will do whatever necessary not to be alone.

Ubuntu. It is the condition in which I do not exist without you. Our worth
is measured in what we are worth for others, in their eyes. It is our condition of
plurality. Human survival is more than just being alive; it is the quality of being
alive that matters to most of us. This is why we go to school, this is why we
participate in society, and this is why we build careers. We are leaving a mark
for others. We are telling them what our destination was. We are asking them
to continue our journey. For all of us, in the community. These are the choices
we make as humans, choices that define not only the journey, but also likely,
the destination.

In a first reaction to these ideas, you may feel they have nothing to do with
business, with markets, or with the financial and economic system. Think inside
yourself. You will discover that you want something, and you will discover
that you are ready to make the choice of engaging in an exchange to get it. This
is business. And the choices we make on the journey to transform ourselves are
the economic system.



Chapter 4

Reframing Value: Duality and the
Internet of Things

Becoming Through Plurality

When thinking about new value, we must first accept a period of questioning
everything and reframing our understanding of what is now of value to people
first, and to organizations second. In this context, ‘now’ means an emerging
reality in which individuals are both connected and existent in each other’s life,
being at the same time physically linked and virtually present. Every time I post
pictures of my food or my bread on Facebook, I am reminded of this, as I sense
at all times the virtual presence of all my Facebook contacts. I have a duality of
being, as I am present in people’s lives and they are in mine, without a physical
proximity in flesh, but with proximity of intent and purpose. What I do seems
to matter to ‘them” and what ‘they” do matters to me. It matters at least enough
that I keep an eye on their posts on my Facebook feed. The ‘me’ on Facebook is
constantly broadcasting to others, even when I am asleep. This is a duality of
being, a state in which both my physical presence and my virtual avatar presence
on various forms of social media merge, forming a new entity in which Duality
is the whole. This duality is a continuum of becoming through the plurality of others.

The dilemma of Duality is inherent in the condition of being human. This is
the simultaneous truth of life in both a physical body and an intangible mind.
This condition carries with it a challenge to meet the needs of the body, while
satisfying the needs of the mind. This is what our actions on Facebook prove,
that we are concerned with both. However, the Internet of Things introduces a
duality to non-sentient physical entities, by giving physical objects a persistent
virtual presence.

In the Internet of Things, every Enabled Person, Place and Object has
more than a physical presence; they have a communication presence. This
communication presence is the ability of a Person, Object or Space to inform
each other through data transfer.
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The result of everything connected to everything else that makes sense, is a
Link-Enabled ecology, a complex ecosystem of interdependent and networked
organic elements. The ecosystem is the very relationship between organisms
and their environment, a community of ecological parts functioning as a unit,
determined by and dependent upon its members.

Navigation in a Link-Enabled ecology will be the meaningful navigation
of physical and virtual data transfers, forming and informing interactions
of everyday life, where people live and work in virtual settings such as
Facebook, YouTube, blogs, eBay and video games. The borders between
virtual and physical space blur further, as smart phones have extended online
environments into more and more physical settings.

TEACHER

‘ WHAT | AM '—.‘ WHERE FROM '
| WHAT 1AV FOR ,_.‘ BENEFITS ’

WHAT IS INSIDE STATISTICS
HOW DO | HELP WHAT ELSE IS LIKE ME
' WHAT CAN YOU DO H HOW DO | HELP YOU '
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Figure 41  Duality of objects
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When objects and spaces gain the capability to communicate digitally with
our devices through Near Field Communication (NFC), Bluetooth, iBeacon,
etc., elements of the physical world will require a sensory representation in
virtual space. Thus, each element of the Internet of Things will have a dual
social role.

They will be something—a street car, a lamp post, a mail box, a park
bench—while at the same time they will mean something—a connection to
granularly filtered knowledge about the context of the object itself, tailored for
individual interests and needs. The rules that guide the representation of any
object or space (physical or virtual) should aim to express this social role.

By examining the relationships of objects, people and spaces under the
concept of Duality, we expand our understanding of the emerging potential
of Link-Enabled ecologies as behavior platforms, and we gain a better
understanding of the possible value that can be created for the monetization of
these platforms (Figure 4.1).

Dimensions of Duality: Duality of Self

As the fabric of the physical world becomes interlaced with elements of the
virtual world, reality is split in two. I do not refer to a split between reality
and virtual reality —I am suggesting a split of the real and virtual self. Life in
the emerging present is the challenge of living in both worlds at once. This
dual life must become a union rather than a fracture, since each world lends
itself to its own natural interactions and exchanges. The physical world is the
arena of an intuitive pursuit of discovery, while the virtual world lends itself to
thought exploration. This new paradigm will change the way we perceive the
places we live in, the demands we place on our tools, and even the way that we
see ourselves.

As we move forward in the Internet of Things, objects and spaces will
gain the capability to communicate digitally with our receiving devices. The
integration of the real and virtual world frees place from location —in the sense
that now a place can do more than just ‘be there,” and can mean more than just
its latitude and longitude coordinates—and fill them with the capabilities of
the people who bring in these places their goals and desires, and in return have
a meaningful experience. To the physical attributes of places that hold meaning
to people, we can now add their attributes of meaning, all in a digital form,
making them searchable, filtered and organized, in ontologies of significance
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to people’s lives. What places mean to people is not physical, but a world that
exists in our collective imagination. Think of the Taj-Mahal, the Louvre, the
Utfizi Palace, the Smithsonian and Disney World, to mention just a few.

Maximizing Value in Duality

How do we maximize our current capability to create value and provide
benefits? How we can maximize interactions in physical space to provide benefit
in the digital landscape? In truth, these are not distinct questions but two sides
of the same question. Tools, for example, are conditioned by purpose—shaped
to suit the way that they will be used. So the design of a tool is the study of the
capabilities that they enable. In the paradigm of duality, we cannot presume
that the tool will be strictly tangible or strictly virtual—we must begin with
an understanding that life occurs in both realms at once. Is Facebook strictly
virtual when people begin their day checking the latest updates from their
friends? Once one ‘likes” a post is that not a tangible action that takes place in
‘real life’?

Two Worlds

The virtual world is not the world of the digital; it is the world of the imagination,
the world not present to the senses. Leonardo da Vinci’s portrait of Mona Lisa
exists in both the physical and virtual world. In the physical world, it is a
77 x 53 cm piece of wood coated with dried pigment. In the imagination of
the viewer she becomes a woman with an intriguing smile—this smile does
not tangibly exist since the woman exists only in the mind of the viewer. In
art, literature and science, people have long explored ideas through virtual
incarnations of real or imagined worlds. Artists create sensual stimuli to evoke
response and change perception. Writers create immersive worlds in which
avatars grow and share human experiences. Scientists use metaphor and
symbolic diagrams, to model relationships that are beyond direct observation.

I refer to these representations as virtual insofar as their meaning is virtual
and not explicit—found not in the traits of the physical, but in the interpretation
of the receiver. These worlds are able to convey ideas that transcend explicit
physical demonstration.
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From Location to Place

A geographical map traditionally shows the location of places in space. ‘Spaces
occur between places” or we could say ‘a place is a space with meaning.” The
notion of place and space are often attached to the labeling of a location, but
this association is not necessarily truthful. A location is a fixed and indexed
position that can be described by referencing the origin of a chosen coordinate
system. A place however is the personal or collective understanding of the
reason for a location—‘place’ is best described by illustrating the experiences that
occur there.

To demonstrate, [ am now at a location on Martinique Beach, E. Petpeswick
Rd, Musquodoboit Harbour, Nova Scotia, Canada, with coordinates 44°41’
19.74” N and 63°08'43.35” W. But it is also the place where I am writing this
document. It has certain attributes that enable the task of writing. These
attributes are physical—a task chair, a table, electricity, a lamp, etc.—as
well as social (a generally relaxed and quiet environment, etc.). This human
understanding of place defies any top-down indexing system because the
notion of purpose is a continuously evolving spectrum.

New Purpose means new meaning, and new meaning increases the social
capital we attach to a place. The more social capital we attach to a place, the
more monetization potential this place holds. In the context of mobile digital
environments, the distinction between place and location is more than a
semantic argument. Since virtual capability is increasingly mobile, the notion
of place ceases to be necessarily attached to a specific point in space. In other
words, places no longer have necessary well-defined locations. Because of that,
behavior platforms such as Google and Facebook are trying to define with as
much granularity as possible where the user is at any given time, and more
importantly, for what reason.

The New Meaning of Travel

Virtual travel is distinct in nature from physical travel, because travel in virtual
space is a process of pulling a destination toward the traveler, rather than
pushing a traveler toward a destination. In virtual travel it is the places that
move, not the person, so the traveler does not need to leave one place in order
to arrive at another. One can move from the destination platform Facebook
to the destination platform YouTube, without much more effort than lifting
a finger. Behavior Platform Places are not fixed in space, but are defined and
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refined by the purpose and experiences their participants engage in. Crowds
of people could arrive simultaneously at one place in physical space, and
crowds of places could arrive at one person in virtual space. This is not a trivial
point because each place is linked to purpose, so the integration of multiple
places is the integration of multiple purposes, and the integration of multiple
dimensions of the person creating the experience. Understanding these
dimensions and cataloguing them for each user, provides the opportunity to
tailor value experiences at the individual preference level.

Latent Value

Most of today’s objects and spaces are blind, deaf and mute; however, sensor
technologies are increasingly being embedded into their very fabric. This will
result in more than just a perceptual extension of ourselves; sensors placed
in objects and spaces will potentially become an extension of ourselves, a
distributed sensory organ that will read, reflect and respond to us in a way
that is beneficial and valuable. The perception capabilities of things will be
directly proportional to their ability to read the invisible relationships present
in our environment. The Internet of Things is not about the objects, or the
spaces themselves, but about their new capacity as socio-cultural barometers,
just like letters are not about words, but about the meaning they convey. In
this sense, objects and spaces will be active participants in the co-production
of meaning.

The Internet of Things will forge new links between objects or spaces in
proximity to each other, creating new forms of social capital. When every
object, every place and every person will have the capacity to receive, generate,
transmit and store data, a communication-ready ecosystem will be shaped
as a Link-Enabled ecology. With this expansion capability, the density of
participants in the ecology will increase exponentially and reveal new forms
of social capital. By expanding the notion of social networks to include Link-
Enabled ecologies, we find in the network participants previously not engaged,
namely objects and spaces enabled now to store, transmit and receive data. As
social objects and social places, these new participants bring with them new sets
of relationships; the key to converting this network into net-worth will be the
recognition that relationships contain reciprocity, and reciprocity creates value.

This reciprocity between people-place-object will be transformed into net-
worth, once the taxonomy and ontology of the Internet of Things is undertaken
as a strategic business activity. Understanding the meaning—ontology —of a
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categorized action—taxonomy —is a mandatory step in the creation of value,
and a core capability leading to the monetization opportunities of any
social network.

Value Themes!

I. LINK-ENABLED SPACES

When entering a Link-Enabled space, a person transforms that space through
the chain of links they provide. This transformation is not unidirectional; the
space will in turn leave its mark on the person, thus touching all subsequent
spaces that person will enter. These spaces will shape and be shaped by human
experience. Once enabled to do so, people will reveal their needs and wants
through their interactions and behaviors. When places and objects are data
enabled, they take meaning from people, they become what people need them
to be at a given moment in time and for a given purpose. Any smart-phone
is an example of this. It becomes what you need it to be: a game console one
minute, a communication tool the next, and a business device minutes later.

The meaning of the object shifts with the user’s intentions and purpose. In
a Link-Enabled ecology every combination of people, devices and places will
create a wealth with a unique social capital possibility. Every setting and every
interaction will determine a one of a kind ecosystem of opportunity. The crucial
question: Upon entering a Link-Enabled space, how do people transform the
space itself through the links they provoke?

2. VALUE IN OBJECTS

Objects have specific value to individuals for specific reasons, and they have a
potential general value to the network for different reasons. A set of keys has
value only to the owner of the locks the keys open. Or to anyone that knows
which key opens which lock, and is interested in the contents. While the social
value of a space resides in what we do there, what transforms it in a “place,” the
same can be said about objects; their value resides in who is using it and for
what purpose. The value of networked objects is exponential with the network
size and composition. Objects will know the capabilities of other objects like
them. How does social capital value in a network change, when we introduce
Link-Enabled objects in that network?

1 Manu, A. (2012). Behavior Space. Farnham: Gower Publishing, 175-7.
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Traditionally, objects allow individuals to make manifest their value thus
contributing to increasing the social capital of the network. The object also
allows for an individual to self-actualize his potential. A piano in a room full
of piano players has a different meaning than the same object in a warehouse.
Objects mean something somewhere, but may not have the same meaning
anywhere else. The meaning of objects in the right place at the right time is
their intrinsic potential value.

What is the difference between our objects and us? Our objects are us, as
they serve to propagate us, as they serve to enhance us, as they serve to augment
the Self. We look at people, place and object as distinct when in effect they are
one: People are actualized through Object and Place. We exist and produce through
objects and places. Objects do not exist without People. Nor do Places exist
without what makes them meaningful—and that is People. With traditional
objects, the social capital of the network depends on the physical proximity of
the participants. That piano produces no value if a piano player is not present
as well.

With Enabled Objects, a Link-Enabled network is created in which
physical proximity is not necessary. Value resides in what the Enabled Objects
know —how to feel and sound like a piano for example—and in what Enabled
People can do with that knowledge, as well as in the value the Enabled Object
brings as an avatar of other objects. This may be a confusing argument, but
think of your smart-phone again: this is the avatar of any object you might
need, as long as you have the right application installed. The value of your
smartphone is equal to the number of avatar objects it contains and can become
at any given time. Imagine then releasing this capability in all other objects you
are surrounded by, and further imagine that every object can perform as every
other object at any given moment of need.

Everything will be Everything Else that makes sense. This is the value in
Link-Enabled objects.

3. CONTEXT IS THEVALUE VARIABLE

On June 24, 2014, England played Costa Rica in the World Cup in Brazil. The
score was 0-0. The data for all concerned is 00110000 00101101 00110000. Yet,
in the context of England —at that time placed 13 in the FIFA rankings—the
information the data contained was seen as a defeat. In the context of Costa
Rica—number 31 in the same ranking—it was seen as a victory. The faces of
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British and Costa-Rican fans, as well as the media reports in both countries
expressed precisely this. Without context, information is just Data.

A space becomes a place, when actor X has a value relationship with C. When
both X and C have a mutual benefit, P (place) is created. Place is Context. A
space becomes a place when actors have a mutually beneficial relationship to
each other, expressed as information transformed in wealth, due to the place
as context.

4. OBJECTS IN CONTEXT ARE CONTENT

Link-Enabled objects contain, retrieve, receive and transmit data and can be
searched, filtered, and aggregated. Their intelligence and presence will create a
new language of experiences and opportunities within the built environment,
experiences that will be shaped by what is close by, and what links THE
environment contains. These new experiences will not only create new
relationship models between objects, spaces and people, but ultimately they
will strengthen the relationships between people. Content is no longer king. In
Link-Enabled ecologies, context is King.

5. WHAT ELSE DO YOU NEED METO BE?

The capability to recognize, articulate and transform the purpose and scope
of our experience, to provide maximum benefit to all participants, is not to
be found within new technological applications or interfaces, but within the
latent human behaviors they retrieve, and how those behaviors are leveraged
to strengthen and affect the system at hand.

In the Internet of Things, all objects would be empowered with the ability
to transmit not only their location and capability, but also their composition. In
this context, the existence of a material in any form will generate and answer
the implicit question where else could I be? —or more accurately what other place
could I make for you right now?
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PART 2
VALUE CREATION AND DELIVERY
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Chapter 5
Frameworks and Mindsets

Why is opportunity so hard to see when it is staring you right in the face? There
are signals of opportunity everywhere around us, but until we assign meaning
and value to them, we act as if they don’t exist.

The poet Goethe said that ‘the hardest thing to see is what's in front of your
eyes,” and that is because within the world of reality we see according to the
frameworks we have constructed in our mind. We design these frameworks
in order to clarify the purpose of things in our life, in order to give them
meaning, and in order to arrange them in a sequence that we can understand.
Organizations are such frameworks, as are relationships we construct within.
The framework is designed to allow us to arrange the furniture in the room
without any preset lines, because we can see it all in our head, because the
reality we are organizing is a reality that corresponds to a framework in our
mind. In the same way we arrange guests at the dinner table, and in the same
way we arrange the flatware and tableware on that table.

We like dealing with precise frameworks because we like measurable
outcomes, and because this is what education is mostly about, teaching us
frameworks. When looking at something for the first time, we are searching
for frameworks so we can understand the meaning of the thing. We design these
frameworks. And so we can redesign any framework to achieve the mindset
we are after. It is therefore imperative when considering the changes that the
Internet of Things will bring about in the behavior economy, to purposefully
redesign our frameworks and mindset about enterprise and business in this
new context.

A Few Words about Frameworks and Ways of Seeing

People in organizations become limited by what they are looking at rather
than what they see. What you are looking at is usually a physical object, or an
objectification of something that is an idea. A lot of people and organizations
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have lost the art of understanding what is the concept that is at the core of a
physical object. What are you looking at when looking at a plastic bottle? You
are looking at the concept of portability in hydration devices, objectified as a
plastic bottle.

Looking beyond the visible to the possibilities inherent in an object is the
talent required now, as we move from an industrial model to the behavior
model in the economic system. We are surrounded by advanced technologies
and we need to surround ourselves as well with new innovative ways of
thinking, and with new practices. New practices allow us the ability to see
beyond the immediate application of a technology, and to see and understand
the real possibilities present. And the real possibility is connected to behavior
and not to technology.

The context for our frameworks has changed from tangible surroundings
to abstract ideas, but our mind, and this is in large part because of the education
system, is still fixated on the physical and looking for cues that tell us how
things might work. We are still focused on the machine, on performance, on
comparing things from the past, and that limits how much we can see. In the
emerging present, we need flexibility of mind in order to comprehend the next
generation of technologies and the opportunities it represents. The Internet
of Things is not just computers connected to the Internet; it is everything
connected. And that means our mind has to expand its notions of possibility in
an unprecedented way.

Since we have no archetypes against which to measure new possibilities,
we need strong ideological frameworks for decision-making, and for strategy
planning. Leadership in this environment requires philosophy much more
than engineering. We can no longer subcontract our mindsets to other people
because we have no time to think for ourselves. We can no longer be told what
to think because everyone is in the same boat, asking the same question: what
could be possible when everything is connected?

Sense Makers, Note Takers and Tricksters

Management has depended for too long on note takers and sense makers,
authors of books proving either a prescription for what you should think
about, or insight into how you should think about it. While socially relevant as
a conversation starter at a party, sense making is dealing post facto with the
reasons a behavior cycle has ended, and new markets are formed around new
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behaviors. Note taking and sense making leaves little room for action, and no
strategic advantage can be gained from this knowledge.

The capability required to sense and deliver on possibility is that of the
trickster, who is defined as a medium into the possibilities. Tricksters are one of
the oldest archetypes of human civilization, and the trickster’s longevity as
an archetype is due to its capability for adaptation and transformation, and
its value in interpreting the earliest signs of change as the possibility they
represent. Tricksters are expert at extending the possibilities of our imagination,
because they rarely respect authority or regard any values as un-mutable; this
is the reason they have a flexible mind ready to uncover new knowledge and
new meaning. This flexibility also gives a trickster the ability to tear down old
frameworks and to build new ones. If in this description you recognize Steve
Jobs you are right. He was a trickster. Each one of us has a trickster within,
waiting to be uncovered and to be allowed to perform his magic. We need this
capability more than ever when we encounter the need for transformation
and change, when things seem uncertain, and when we need to imagine what
future we can shape for ourselves.

Why Reframe Mindsets

One of the reasons that we need to reframe our mindsets about the economic
system is the confusion people generally have about the Internet economy, or
as we call it in this book, the behavior economy. The confusion comes from
the meaning of scale in economics. As we discussed in the introduction to this
book, a behavior platform type of business, does not have to physically grow,
as was the case with an assembly line for an automotive company. What a
behavior platform needs is to spread the behavior across multiple users, in
which case it is the user base that grows and not the company. This is the
network effect, where value is proportional with the number of people using a
product or service.

The size of the firm in the industrial economy was a function of how much
technology the firm was capable of owning, and not as much a function of its
economic impact. Size was also connected to the supply chain, the distribution
networks and so on. With the arrival of new technologies it has become
much easier for a small firm to coordinate production plants overseas, and
to effectively be in charge only with the marketing aspects of a product line.
Once the Internet became mainstream, it enabled the shift from manufacturing
intensity to marketing intensity, by allowing access to online markets and to
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users from every quarter of the world that has access to the Internet. In the
behavior economy, the focus has shifted from the size of the company, to the
size of the marketplace.

New Framework: From Adding to Creating Value

The value chain is a point of departure for developing products or services
that assume that users can identify and articulate missing needs. The value
chain is one of the frameworks we designed to make things measurable and
understandable, and also to mitigate risks as much as possible. Take a crowd
of users into a focus group, ask them a set of questions, and they will tell you
what’s missing in their life. You take notes, you let your development team
know what the users are and then you deliver a new product or service. During
this entire process, if successful, you would have added value, because your
starting point was conditioned by the existence of user needs, in the defined
framework of an existing product or service.

The new value chain has to start with mapping emerging technology as
well as mapping emerging behaviors. Once these maps are done, one needs to
carefully examine and understand people’s motivations, which are the reasons
people engage in new behaviors. It is not just the mapping of Facebook as a
data point but also the understanding of Facebook as an activity with multiple
meanings. Once you understand the deep motivation that compels people to
engage in new behavior, you can engage in the creation of strategic value. It is
strategic because it does not start from an existing artifact or human activity,
but rather from understanding the opportunity present at the meeting of
technology and behavior.

While the old value chain was good at creating tactical value, the new value
chain creates strategic value, which is pre-competitive in nature, because it
starts by creating a new platform for behavior. Creating tactical value protects
a business while creating strategic value creates new opportunities. Tactical
value uses skills applied creatively, while strategic value uses the imagination.
Strategic value is the transformation of matter into something that did not
exist before.

Understanding value in this context is very important, because many
individuals engaged in the technology space often confuse the number of
features a product has with value. Features deal with the ‘how’ and value
deals with the ‘what.” The value of engagement to the product or service is the
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value of the user experience, and the ‘“what’ is accomplished using a product.
The ‘how’ is how we get there, and that is frequently of no interest to users
engrossed in the experience of a product. Very few home cooks know how a
microwave works, and no one other than people developing microwaves really
cares. We just want the results.

Some organizations do not focus necessarily on the end-user as the core
recipient of the value proposition. But instead they focus on their distribution
partners, which they call their customers. For Motorola or Blackberry the
customer is Verizon, or AT&T, Rogers, or Telecom X. It is the carriers that these
companies want to satisfy and it is this partnership that is perceived as more
valuable than a relationship with the end-user. This is not happening just in
the telecom industry, this happens in almost every sector. If you work in a
CPG company (consumer packaged goods), your customer is the distribution
partner in the supply chain, the stores that sell your product and the buyers
that you meet frequently to determine their needs. This distorts the business
model because now you are focusing on value for the store buyer instead of
focusing on value for the end-user. The distortion comes from the fact that you
are removing the experience of use, and you deal only in numbers.

New Framework: From Consumer to Audience

In the new behavior economy that the Internet of Things will make possible,
key elements that organizations deal with will be changing, and that requires
a rapid change of mindset. Some of these changes are mentioned in other
parts of this book, so I will focus here only on the elements that we call “the
demographic” and ‘the market.”

“The Market’ has made it imperative for every company to become
an Internet company; every company is now relying on the Web to guide
production, to market, to sell, and to distribute goods. Every company with
a connection to the Internet is connected to millions of users at the same time,
for which they need to provide content. And this content is above and beyond
the purpose of the company or the products and services it is developing and
marketing. This is content that needs to compel, surprise, provide insights,
and needs to expand the relationship people have with a company’s brands,
products and services. This means that the companies now need the capability
of creating and managing content, which is distinct from the capability of
physical products.
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Physical products are used or consumed by a user, someone that exercises
use over an object, a service or a space. Content is experienced, it is felt, by an
audience. An Audience watches a performance or a broadcast as a collective
activity. Content is entertainment, which means that every company with an
audience is now in the entertainment business as well. What are the attributes
of an audience member? Attention. Involvement. Participation in the telling
of the story. The shift from users to audience is critical, and this is where
companies need to move from technology to entertainment. When done right,
technology is entertainment, something giving pleasure, an agreeable moment,
and a welcomed diversion from daily life. Reframing the mindset from User to
Audience involves answers to a few questions.

HOW IS AN ENTERTAINMENT COMPANY DIFFERENT FROM A
TECHNOLOGY COMPANY?

An entertainment company has to master the creation of stories that compel an
audience to watch them, and to participate in the evolution of each character. An
entertainment company has to be good at manipulating time, understanding
that engagement with an audience takes place in the course of time. It needs
to grasp how to create a character, and how to transform this character into
something the audience will identify as a hero or a villain. Entertainment
companies deal at all times with the feelings and emotions of their audience.

HOW ISATECHNOLOGY COMPANY IN THE BUSINESS OF
ENTERTAINMENT?

The answer here is simple: technology is magic. Technology when first
introduced, surprises users and delights them, and that is the definition of a
compelling experience. As one gets used to the use of an object, the surprise
and delight diminishes, and what was one’s favorite gadget becomes, in the
course of time, just another tool. Remember when you bought your first laptop
computer? You couldn’t wait to spend time on it; you couldn’t wait to play with
it. The same applies to today’s tablets or iPad’s. People can’t get their hands off
of them. So how is this not entertainment?

Entertainment needs a story in order to compel, while technology
needs to perform new and surprising tasks in surprising ways. Technology
entertains because it opens our mind to new possibilities and makes our own
life experience the narrative. Which is why these little gadgets we call smart
phones are so compelling.
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New Framework: Entertainment Everywhere

What is the future of entertainment? There are two ways to answer this question:
one is by using forecasting, which is thinking that takes into account the current
direction of entertainment as an industry, and adds to it current developments
in technology. Using forecasting assumes that little else will change, and
entertainment will benefit from growth by adding elements of storytelling
which correspond to what the audience expects, as well as adding elements
of technology to make the visual style engrossing and compelling. And this
is how we get to the common predictions that see the future of entertainment
as including the audience which may participate in the development of the
narrative, the destiny of certain characters and even the ending of the movie.

This linear thinking is similar to the thinking that leads the development
of the Quantum Leap spinning globe described earlier, as an extension of the
common and featureless rotating globe of old. We add a few technologies that
are now more affordable—small speakers, small memory cards that hold sound,
touch control surfaces and so on—and we now have an interactive experience.

This is forecasting leading to prediction, and this adds tactical value—you
do the same things as before but better, as well as you do new things on the
same platform. Tactical value expands the experience and sometimes it may
enhance it.

By contrast, foresight thinking adds strategic value, redefining the
experience: you now engage in new experiences on new platforms.

Google Earth is a redefined experience and a strategic value example. If we
apply the same type of thinking to answering the question about the future of
entertainment, we are bound to look around us at all the developments that
lead to emerging technologies and emerging behavior. If we look around us
we will understand that many other activities are now holding the attention
and interest of the audience, which means that many other activities that
are not dependent on the location of a movie theater, or TV screen, can be
now considered entertainment. Posting, surfing, commenting, reading, and
tweeting: this is what is considered entertainment today, in both form and
meaning. The amount of time spent in other forms of entertainment that
are not monetized by Hollywood or by the large TV networks might give
us an indication of what the future of entertainment is. Traditional forms of
entertainment such as storytelling, music, dance, drama and various forms of
performance will migrate into everyday activities, as brands will respond to the
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imperative of becoming cultural operators, and purposeful storytellers. Add to
this the Link-Enabled capability of every object and place, and the entire field
of entertainment would be redefined beyond the obvious.

What are the Attributes of the Experience that Compels
an Audience!?

Any experience that affects the tension of the audience or its emotional state is
a compelling experience. If a story can take you from boredom to anxiety, and
from pleasantness to unpleasantness, that story compels your attention and
draws you in. Storytellers achieve this by providing the stimuli that attain the
right response on the part of an audience. The stimulus is objective while the
response is subjective. In a piece of music, the composer has about 3.5 minutes
to take an audience through a journey in which the only stimulus is sound,
modulated in such a way as to release an emotional response. The subjectivity
of this emotional response is the reason we have millions of songs.

In longer time formats, such as movies, the storyteller has more time
and more objective stimuli to work with: images, sounds, and a narrative, all
centered around characters which are also objectively created. The length of
time and the number of available stimuli are critical in establishing a set of
emotional responses that, even when subjective, are within the same range of
emotion. This means that the degree to which the storyteller can control the
emotional response range of the audience, is much higher when the duration in
time is longer, and when the number of available stimuli is higher.

To our physical perceptive mechanisms of seeing and hearing, along format
story has the benefit of added stimuli in the areas of cognition and memory, as
well as the benefit of time in which to build an emotional context, aspirational
and inspirational charges that evolve in a compelling and transformative
experience. Transformative experiences are the shortest and most direct route
for transforming a consumer into an engaged audience.

The FLIGHT Model of Experience and Value Creation

What great technology companies realized a while ago is that the best
engagement happens in experimentation, through the creation of behavior
platforms that allow the users to define, side by side with the company, what
the product is all about. Think YouTube: it is what users make it be.
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The challenge: how does one make user engagement a mainstream activity
for a new generation? Does the expertise reside in the creation of new and
exciting experiences? Does it reside in marketing differently to this very
defined and distinctive group—the Millennial? In my view, the expertise
needs to reside in both. If one creates a new experience that is marketed in the
traditional media channels—radio, TV and print—sadly none of the Millennial
will be there. So where do we start?

We start with a plan and a new model. This model is FLIGHT and it consists
of six intertwined elements:

° Focus;

o Language;

o Incentives;

. Gamification;

° Harmonization; and

° Transformation.
Focus

Three generative questions will help frame the strategic focus of the marketing
initiative. They are:

1. What is the capability required for transforming the knowledge
and experience of your brand into social, cultural and economic
capital in the context of a networked, empowered and participatory
new demographic?

2. What unique and new social and cultural role can your brand play
in the future, in the life of individuals and organizations, and how
might current developments and trends affect this role?

3. What unique new business role can your brand play in the lives of
individuals and organizations, and how will current disruptive
technology, developments and trends affect this role?
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Impact, social purpose and social media are the key words that should
inform any new strategy. Any experience designed for the Millennial now
has to use digital media, tools and channels previously not in the domain of
brand management.

The focus needs to be on enabling new interactions through technology,
thus creating a social experience, which in turn will determine the value
experience of the engagement. Improve the social experience and you will
improve the engagement experience. 1 have termed this engagement a Full
Spectrum Experience.

FULL SPECTRUM EXPERIENCES

I have termed this transformative typology of experience a Full Spectrum
Experience, due to its multiple compelling attributes delivered in multiple
dimensions of engagement: Intellectual, Physical (audio, video, motion,
purpose, action, duration, risk), Emotional, Spiritual, Social as well as having
a Temporal dimension (time and space) and a Transformative Dimension.
Red Bull, a brand fully engaged in transforming their consumers into an
audience, delivered one of the best examples of a full spectrum experience:
the free fall from the edge of space. The October 2012 Felix Baumgartner jump
had all the compelling attributes, and dimensions, of engagement of a full
spectrum experience:

o Intellectual engagement.

o Physical engagement (audio, video, motion, purpose, action,
duration, risk).

o Emotional engagement.
i Spiritual engagement.
o Social engagement.

. Historical.
o Temporal dimension (time and space).

° Transformative dimension.
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All in the course of a timeline that started in 2005 with the first media stories
about Felix Baumgartner, and the direction in which Red Bull was thinking.
This was a multiyear journey, with public milestones along the way, milestones
capable of attracting an audience and have them emotionally and intellectually
invested, before the jump itself.

The event took place on October 14, 2012—a free-fall jump of 128,000
feet—and was watched on YouTube by eight million viewers, after a
brilliantly planned teaser campaign that started in February the same year
and focused on introducing the deeply human story of the little boy who
wanted to break a record. The record for the highest altitude of a high
jump and longest duration belonged to Joe Kittinger. The boy was Felix
Baumgartner. In October 2012 he broke five records, and became the first
human to break the sound barrier without engine power. Red Bull streamed
the event live on its own YouTube channel, retaining all control over the
broadcasting rights for the event.

Nearly 80 TV stations in 50 countries carried the broadcast. The live
webcast was distributed through 280 digital partners and racked up 52
million views, making it the most-watched live stream in history.' What Red
Bull was successful in creating is a moment in history, and a moment that
has become, on the same October day, an icon of popular culture. Red Bull’s
YouTube channel has at the time of writing 3,697,540% subscribers and more
than 4,000 videos.

There are many lessons that Red Bull’s Stratos Jump can teach in
connection with the planning and execution of an engaging full spectrum
experience. It starts with a compelling story and content in the pre-promotion
phase—aspirations to be the first and best at something are always compelling
to an audience. This ensures temporal, intellectual and emotional engagement.
A connection with the individual and his dreams and aspirations takes care
of the intellectual engagement. High quality content on the YouTube platform
combined with good story telling and a dramatic story to tell, supplies the social
engagement and community involvement. And lastly, the records themselves
provide the historical significance, strengthening the social engagement and
adding a spiritual transformative dimension. Hard to beat.

1 Available at: http://www.decisionmarketing.co.uk/indepth/content-really-king-marketers
(accessed: September 3, 2014).

2 Available at http://www.youtube.com/results?search_query=red+bull (accessed: September 3,
2014).
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Language

The framework for creating engagement tied to a social experience—which
is the precondition for achieving an emotional and intellectual connection
between the Millennial and the brand —must start with the deep understanding
of the frames of reference that make the Millennial different as a demographic
for branded goods.

The Millennial is looking for something concrete in exchange for their
engagement and participation, but before thinking about informal and
formal incentives, you need to establish a connection with your participants
on a more basic level —talking about topics that interest them, using a
tone that they accept and feel natural with, and offering ways to join the
interaction on levels, and in ways, that are possible, relevant and attractive.
Thus the second phase of FLIGHT is establishing a common Language with
the Millennial.

The terms of engagement with this generation are changing. They are no
longer passively accepting a new technology, idea, product, or service as it was
originally intended. Rather, they are increasingly encouraging and empowering
each other to participate in the creation and exchange of knowledge, experience,
skill and ideas— their social capital.

The platform of technologies currently on the threshold of emergence,
require a different capability to carry through on their promises, because the
nature of the promises to be made has to change. Rather than asking ‘How can |
transfer my existing marketing campaign on this new platform?” organizations
must ask ‘What else can we now say? How else can I engage now, on what new
topics?” The focus of this new capability is not on what technology can do, but
on what we can do with it.

The new engagement must allow for the opportunity of a new narrative for
brand marketing, as stories create a space where anything could be possible,
a space where we all become the narrators of possibility, participating and
performing as the story unravels. Organizations need to learn how to initiate
a participatory dialogue with the Millennial, and empower them to directly
affect the make-up of the dialogue and the substance of the brand. This is what
Red Bull succeeded in doing by masterfully planning and executing the full
spectrum experience of the Stratos Jump.
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Incentives

There is a huge difference between the expectations of the Millennial vs the baby
boomer: the Millennial is looking for the satisfaction of intrinsic motivation
first and for extrinsic motivation second (if at all). In terms of incentives, or
‘what’s in it for the Millennial,” there are three different levels of incentives that
you can employ either implicitly, by simply showing their role in action, or
explicitly, by promoting them aloud:

Intrinsic incentives play on the value participants receive from simply
participating in the engagement. These incentives include enjoyment from
executing the activity itself, the challenge of the task, learning from doing,
the possibility of mastery, etc. Intrinsic motivations are very strong, but over
time they need to be rekindled. Intrinsic motivation is derived from rewards
inherent in the task or activity itself —the enjoyment of a challenging crossword,
or the love of engaging in physical activity, such as team sports. A person is
intrinsically motivated when engaging in an activity with no apparent reward,
except for the activity itself.

Extrinsic incentives refer to those incentives that the product claims as
benefits. These incentives worked well for the baby boomer, which needs a
reasoned approach to the consumption of goods and services, and reason is
outlined by the benefits a particular product or service will bring about in daily
life. A more effective way to deal with dirty laundry, a closer shave, a more
spreadable margarine, a stronger tissue paper, are all physical benefits that are
extrinsic in nature. These incentives do not hold any value for the Millennial;
the Millennial has no concept of ‘household chores,” performing appliances or
underperforming fabric softener. For the Millennial, security in any life domain
equals social capital: how big is their audience, how do they rank within their
social group, what recognition markers can the game provide.

Money is an instrument for the Millennial, and not a marker of social
recognition. So money—as in spend less money by buying a more efficient
product—cannot be used as the primary extrinsic motivation that attracts a
Millennial to a product or service.

Explicit incentives are concrete incentives that can be assigned direct
monetary value. These include cash, but can also mean products, gift cards,
paid memberships, etc. The Millennial is not interested in winning direct
advantage as the prime motivator for engaging with a brand. They are looking
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for social participation and long-term social purpose. They are looking for a
connection between purpose and pleasure. Any engagement tactic needs to be
designed to give the Millennial the same pleasure and play value as his/her
actions on Facebook, YouTube, and Twitter etc. And this can come only with
their emotional and intellectual engagement. Engagement for the Millennial
needs purpose, an immediate and tangible Social Object. Another score for the
Stratos Jump.

Gamification

Daily life is full of transactional moments—seeing something, learning
something, being in a new place, moving from place to place, doing a variety
of activities—all moments that can be enhanced by a gaming experience.
Gamification uses game design principles to engage audiences and solve
problems, and works by making technology more engaging, and by
encouraging users to engage in pleasurable behaviors. The experience includes
stimuli that elicit immersive responses, allows for mastery, and sometimes it
allows for strategy. The stimuli design uses the principles of play behavior and
takes advantage of the human predisposition to engage in gaming. The key
considerations in the design of the gaming experience are the compelling nature
of the activity and its play value.

Harmonization

The harmonization needed in implementing FLIGHT is between activities that
the Millennial considers to be outside the domain of a brand —shopping, travel,
attending entertainment events, attending school, dining at a restaurant, all
daily activities that one does not associate with the values of a specific brand at
this time—and the activities which are traditionally associated with the brand.
Gamification is an example of a harmonized daily activity in which a transaction
has a play element built in. Be that a challenge, a quiz, a trivia contest, people
look for triggers to manifest their play behaviors and the desires connected
with it.

Transformation

All of us exist in time and space, and as we move through time and space we
interact with the things around us. Our lives are comprised of all the many and
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varied relationships we have with Time (when we are), Space (where we are),
Self (who we are), People (by themselves and in groups), Objects (inanimate and
living), Ideas (how and why we are), all of whom contribute to the creation of our
unique relationship space. Value is created when an interaction with a medium
improves the size and/or quality of our relationship space. The characteristic of
the interaction with the object or an idea that makes this improvement possible
is the enabling of a new behavior within the existing behavioral norm for that
individual. As an example of transformation, consider the opportunities that a
Link-Enabled object will have to enhance, expand and redefine the relationship
space of individuals, and potentially redefine how we live our life.

Changing Mindset, Changing Capability

As an answer to the challenge: how does one make user engagement a mainstream
activity for a new generation?, the FLIGHT model of user engagement discussed
earlier, is a framework for changing mindset and a blueprint for a changing
capability, clearly required by marketing and communication companies,
and most of all by the advertising industry. The advertising industry is one of
the largest on the planet, and an industry still organized under the old mass
broadcast model.

In a digital world, the traditional, multinational agency model is
unsustainable and inefficient. By and large, legacy agencies have not
caught up with technology, and their business model, though it has
globalized, has not changed much in the past 150 years.’

So writes Avi Dan in Forbes, on March 31, 2014. It is as if the Internet did not
happen for lots of agencies. But more so, this is not about the Internet, but
about the transformation of data as the preferred material for marketing
communication and user engagement.

Agencies have not kept up with the transformation of the economic model
of ‘produce and consume’ to a new model dominated by platform companies,
where people co-create and share. As every company with an audience
slowly understands, they are now in the media business, as a broadcaster
of content. Agencies did not pick this up and are faced with quite a few
contextual challenges:

3 Available at: http://www.forbes.com/sites/avidan/2014/03/31/the-future-of-advertising-lean-
nimble-agile/ (accessed: June 20, 2014).
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o More and more brands are going into the publishing business,
inspired by Dove, Red Bull and Oreo.

i Digital video is exploding.
o Mobile is exploding.
. TV and online video are becoming one.

Everyone in the advertising business is complaining that project-based
assignments have transformed the agency into a commodity, and that creative
work should be seen as more than an hourly rate project. This is true, and
it goes to the core of how we define today what ‘creative’ means. A creative
word-tag does not do it anymore. As recently as March 2014, the second largest
retailer in the United States posed the following challenge:

... The retail landscape has changed and consumers—more connected
than ever —have increasing expectations about how, when and where
they want to shop. In response, a new breed of retailers is challenging
our market share. We recognize that in order to remain a leader for the
next 50 years we will need to find new, innovative ways to make money
and ultimately fuel growth.

The Challenge: If you were one of our executives how would you
disrupt our own business model to compete in this new environment?

By any measure this is not a marketing challenge, nor is it a design challenge.
This is a strategic foresight challenge. Brands are asking for strategic value
innovation—in effect placing the agency at the level of strategic partner. Yet,
agencies are not equipped —capability wise—to handle foresight strategy and
transform it into innovation. It is very likely that brands will soon stop sending
foresight challenges to traditional agencies, opting to use—at least for the
strategic elements of the mandate—foresight innovation consultancies instead.

In the new context, advertising agencies will have to understand the
intersection point of technology and consumer behavior, and have the
capability to deliver the right innovation (medium) to a targeted behavior
group. However, the intersection of technology with behavior is not the traditional
capability of advertising agencies. That capability belongs squarely with Strategic
Foresight practitioners. Without a manifest and credible strategic foresight
and innovation capability, it is doubtful that agencies will continue receiving
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foresight challenges they cannot respond to, and this is a danger signal for their
financial sustainability.

Michael Karg, CEO International at Razorfish, was quoted as saying:

The agency of the future will be just a consultancy. Any creative
hot-shop or a well-established network will have to understand the
intersection point of technology, media and consumer behavior to deliver
the right creative. So companies will look at the new consultancies for
advice on how to be prepared for this change and reorganize themselves.
Interestingly, when this happens media planning will have a whole new
meaning. Imagine the possibilities when millions of ad dollars will be
saved and pumped in creating new user experiences and content.*

What is the question to which an advertising agency is the answer? The answers to
this question will reveal the new capabilities needed by advertising agencies,
and the needs of organizations in general to be dynamic and synchronic with
the emerging present society and economic system.

4  Available at: http://www.business-standard.com/article/management/the-agency-of-the-future-
will-be-just-a-consultancy-michael-karg-vincent-digonnet-114050400690_1.html (accessed:
August 9, 2014).
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Chapter 6
The Dynamic Enterprise

What is the question to which your enterprise is the answer?

Questions and Value

In an earlier section I talked about an organization’s need to understand why
people engage with its products or services, and understanding the motivation
at the root of behaviors resulting in products or services being purchased and
used. I suggested then that Nike’s answer to the question above might be ‘how
do I attain my personal fitness goals’? Understanding the question to which
one’s products are the answer, places the organization on the center stage of
someone’s life, and also in their aspiration for a better life, as it is the aspiration
for the quality of a thing that users value most. The ultimate benefit is what one
might become as a result of engaging with a product.

Questions seek the value in things; questions seek to find the core concept
that gives rise to an embodied product or service that people use. The concept
is the value.

Take any technology or any tool that you encounter, and look at it as
the answer to a question, because everything you see is a direct answer to a
question. What is the question to which a plastic bottle is the answer? How do I
make hydration portable? What is the question to which a chair is the answer?
How do I comfortably suspend the human body above the ground?

Every technology we encounter invites also another question aside from
the question that originated it. It invites the question ‘what else can this be?’
and “where else can I use this, in which other context will this thing provide
me with value?’

The Internet of Things is the answer to multiple questions, one of which is
‘what else can I do with data?” This question is reshaping the environments in
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which we live and the way we live. The typology of questions that begin with
what and what else, have reshaped the world many times over in the past. What
else is a defining question for the journey ahead.

The strategic business question for any corporation' is: “What is the question
to which your product is the answer?” To this question, a precisely defined answer
is purported to show a clear understanding of the market space. The trouble
with the precise answer is that it may narrow the true monetization potential of
any technology. I will use an example from the appliance industry to illustrate
this point. If you are in the business of electric shavers, it is not a motor-based
personal appliance that you should be trying to monetize, but the revenue
generating opportunity of the behavior space a motor appliance creates.

When you look at what you produce and market with the lens of behavior
spaces, the revenue potential of your organization expands: you are no longer
seeing your business as the manufacture of electric shavers. You are seeing
it as the behavior space of male grooming; in this space, shaving is just one of
the behaviors your demographic will engage in. The product —the electric
shaver—is the platform that enables a specific behavior. The more behaviors
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Figure 6.1 = Monetization map of behavior space

1 Manu, A. (2012). Behavior Space. Farnham: Gower Publishing, 29.
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one brand can enable within the same space equal more monetization potential
(Figure 6.1). This means shaving gels, creams, deodorants, hair products,
soaps, fragrances and so on. The value of a product is a measure of its platform-
ability, the number of behaviors it creates and satisfies.

So, what is the question to which your brand/organization is the answer?

What is the Question for Which the WWWV is the Answer?

Of all inventions, the World Wide Web had one of the highest rates of acceptance
of any technology while solving a problem no one thought they had. This is
why the question “what is the question for which the World Wide Web is the
answer’ is important.

I've always believed that the World Wide Web would have never been
developed if someone were trying to solve a problem. The problem-solving
mindset just doesn’t do it here, nor do its frameworks. When inventing things
like the World Wide Web or the electric motor, we are not seeking to solve
problems, we are searching for a new way of life, for a wide field of possibility
that will open up multiple behavior spaces to be imagined and implemented
by the ones that come after us.

It was on August 6, 1991, that Tim Berners-Lee emailed the, by now the
famous, ‘short summary of the World Wide Web project’ at the address
‘groups: alt.hypertext’:

The WWW project merges the techniques of information retrieval and
hypertext to make an easy but powerful global information system. The
project started with the philosophy that much academic information
should be freely available to anyone. It aims to allow information
sharing within internationally dispersed teams, and the dissemination
of information by support groups.

The WWW world consists of documents, and links. Indexes are special
documents that, rather than being read, may be searched. The result of
such a search is another (‘virtual’) document containing links to the
documents found. A simple protocol (‘HTTP’) is used to allow a browser
program to request a keyword search by a remote information server.?

2 Manu, A. (2006). The Imagination Challenge. Berkeley, CA: New Riders/PeachPit Press, 132-3.
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Priceless in its precision, simplicity and purpose. But for everyone else outside
the group to whom the email was addressed, within the frameworks they were
operating from at the time, the question was pretty basic: what is the problem
for which the World Wide Web is a solution? Here we have again an example of a
question asked from a mindset that ignores the existence of a new framework
for existence. This is the question asked from the mindset of a problem>solution
framework, when in effect we are dealing with a question>answer framework.
Failing to identify a problem that had a wide market need for a tactical solution
objectified by the WWW, a lot of industries, and a lot of corporations and
governments, lived for a few years with the illusion that nothing much will
change. They lived the illusion that the World Wide Web was an option, that it
was an elective they may or may not decide to take at one point in the future,
and if conditions dictated the need to do so.

This is almost like believing that, at one point after electricity and the
electric motor became mainstream, the organization you are a part of will
somehow be exempted from any involvement with either electricity, or the
electric motor.

After all, there is no money to be made with either electricity or the World
Wide Web at the time of their introduction, as they solve no problem we
know of, and no users need this outside of the few enthusiasts involved in
the technology. On top of that, the value chain you are using at this time just
doesn't fit this new thing. But what if you ask what is the question for which the
WWW is the answer?

What answers would that reveal? What would you discover? The desire
to explore and continue asking questions? The desire to play and the urgency
to communicate one’s ideas, artistic creations, daily experiences? The search
for others of like mind or with similar interests, that may live thousands of
miles away or just a few blocks around the corner? The desire for community
and fellowship? The compelling empowerment of collaborating with others
without geographic barriers? How about all of these!

The World Wide Web became a social phenomenon because it released our
latent behaviors of curiosity, nosiness, and continuing search for becoming
better by understanding more. Our instinct for becoming as much as our tools
allow us to reveal, was now made possible by a new technology, with the
capability to create the experience most conducive to emerge our latent behavior.
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Human life is a quest for the higher life experience. As we learn from
experience, we transform ourselves and our goals in a dynamic and synchronic
fashion with the quality and quantity of the experiences we have. We seek a
better experience in order to build on a previous experience. All in a quest
for pleasurable moments, and for beauty, because beauty and pleasure are
value-positive experiences. When looking at human action and the compelling
motivation that makes us engage in actions, we notice that no metrics apply.
All of these motivators are ambiguous in nature. It is this ambiguity that creates
a fertile ground for interpretation and for diversity in the creation of products
and services. And it is also this ambiguity that creates the need for dynamic
enterprises, because the sources of value that engage the intrinsic motivation of
people are in a perpetual dynamic.

Value Dynamic Enterprises

Sources of value are connected to the dynamic nature of the behavior cycle.
Users are usually satisfied by the experiences products present them with, but
in time this satisfaction is being eroded by the daily repetition of the experience.
As surprise is one of the components of a compelling experience, products and
services that do not offer surprising new features or benefits over the course
of time, cease to be of value to users. Corporations need a dynamic strategy to
deliver on new capabilities, because behavior completes desires in a perpetual
cycle (see Figure 1.1, “The behavior cycle’), and because humans perpetually
want more. Value is a dynamic of variables, and it requires a dynamic response
from the providers of value. With very few exceptions—notably the utilities
sector—most sectors of the economy are affected by the dynamic nature of
value, and the constancy of a user’s behavior cycles. And very few enterprises
respond well to this dynamic.

Traditionally, incumbent organizations are slow in their response to
the changing behavior of consumers, leaving it for outsiders, organizations
operating at the fringe of the market space to provide the innovation that
responds to this dynamic. Incumbent ski manufacturers were not the ones
that introduced snowboards, nor did incumbent bicycle makers introduce
mountain bikes.

The situation changes slightly as one looks at consumer-packaged-goods
companies, which prove to be much more sensitive to changing consumer
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attitudes—health concerns, environmental stance, changing taste palate—and
respond with innovations to match.

Looking at the business model canvas (Figure 6.2) developed by Alex
Osterwalder, it is easy to see that the rubrics Cost Structure and Revenue
Flows, are items that by the nature of supply and demand, will always be in
flow. Flow here means that they are ambiguous; uncertain with respect to
attaining the revenue desired against the expenditure budgeted for. This is
why everyone uses strong disclaimers when presenting these numbers, as they
are simply assumptions, best guesses and ideal projections. Somehow, this
ambiguity seems to be accepted as the norm while at the same time, the idea
that disruption is a constant and business is a dynamic variable makes managers
seem highly uncomfortable. If we are OK with the ambiguity of the bottom
line, its dynamic nature and its flow, why are we not comfortable seeing the
whole business as a variable? How can the value proposition not be in dynamic
flow with the behavior disruptions it is designed to satisfy? And if the value
proposition is in flow, how can the value generating activities not be in flow?
The quicker leaders accept the dynamic flow of continuous transformation, the
quicker they can design their way into it.
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Strategic Ambition as a Value Source

Strategy means reframing reality in poetic terms, and to do that, one needs a
poetic vision. The reality to reframe is not an imaginary one but an immediate
one. It is what you see, and how you feel now, in the present, that you want
to change. The future is the change you make to the present, and this is what
poetic visionaries know.

All great leaders had and have poetic vision: Steve Jobs, Nelson Mandela,
Martin Luther King, Bill Gates, Mahatma Gandhi, Winston Churchill, Che
Guevara, Richard Branson, Barak Obama. This is not the ability to imagine, but
the ability to understand with your heart. See, look, feel and understand with your
heart? Strategy is not about predicting the future, but about having foresight.
Not about natural science, but about human science: the choices individuals
make, have much more weight on the shape of the future, than any technology
by itself. Foresight seeks to discover the signals that create the patterns of
emergence, the seeds announcing the presence of a new behavior space. The
capability to map a signal in its earliest stages, accelerates our understanding of
the possibilities resident in it, and allows for the appropriate course of action to
be chosen. An appropriate course of action will maximize the opportunity —or
minimize the threat—for both the individual and the organization. That is
strategy in its purest expression.

To maximize any opportunity, we must first recognize the different nature of a
new variable at the strategic level, understand what must be redefined, enhanced
and expanded in our business models, once a new behavior enters a behavior
space. One needs to understand the change agent of the business context. The
new possibilities are the result of an emerging context, the development of
which is not necessarily of our choosing, but rather a convergence of multiple
agents, sometimes unrelated, working toward the same goals, and in the same
technology spaces. Once the context has changed —no matter how imperceptible
at first—an organization’s strategic intent needs to change as well.

The Ambition to be the First, the Best, the Only

Which is the winning strategy in the ideology aim? To be the First at
something? To be the Best at something or to be the Only enterprise
providing something? Which strategy can be defended and which provides

3 Bang and Olufsen’s Product Development Credo, circa 1999.
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more social and capital wealth? Apple was rarely First at something but they
are certainly the Best at what they do. Try to answer these three questions
about your organization:

1. In 2020 we will be the FIRST organization to ...
2. In 2020 we will be the BEST organization in the space of ...
3. In 2020 we will be the ONLY organization to have ...

This is all about purpose. It is about having a direction and having the courage
to articulate it. It is about engaging in becoming something more, and in
defining what that might be. What is the common direction most likely to enlist
the passions of my employees and of my executive team? Ambition!

Without an articulated ambition, the organization is about to run in circles
searching for something, trying to find purpose in everyday activities. This
purpose needs to be declared, this purpose needs to be articulated and made
public to all and for all to see.

From Being First to Being Best

To be the first nation to put a man on the moon was an ambition that enlisted
the passion and support of a nation, and then the passion and curiosity of the
world. However, being the first cannot be a long-term strategic advantage,
because once you are the first then what? Being the first works for as long as
you are pursuing ‘being the first’; when you accomplish being the first there is
nothing else to maintain. For a while, you may be the first and also the only to
have achieved a goal shared by many, but the market space will get crowded
with other participants, and that makes your position indefensible. Being first
has an advantage in that it gives you time to shape the market, essentially
defining a new role and shaping a future. You are shaping a future because
others see what you do, and as they try to emulate your success, they populate
the market with offers similar to yours.

Apple was not the first company to produce an MP3 player, so being first
there was not a strategic option. The option Apple had was to be the best, and
defend being the best by introducing products that consistently obsolesce their
predecessors, and provide new pleasurable experiences for users to engage
with. Being the best at what you do is completely measurable: the material you
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select, the componentry inside your product, the fabrication plan—how things
come together—all can be measured against a competitor’s product.

Twitter was not the first application that allowed users to send text messages.
Nor was it the first in allowing users to broadcast their current location and
condition. While this was not the first SMS or messaging application, it was the
tirst in allowing people to broadcast themselves to a list of followers, and to follow
people broadcasting under their own handles at the same time. Their position
can be defended with strong intellectual property, which is another advantage
of being first in this case.

Looking at a different example, Playboy was the first to produce male
entertainment in print form, which had the quality of the best and most popular
magazines of the time. And this quality extended beyond the materials used,
into the quality of the writing and the stories selected. While it proved easy for
others to enter that market and offer the same type of imagery, it has proven
difficult for the new entrant to achieve the same quality of content, or attract
talent already committed to another publication. Playboy migrated from being
first into being the best.

Being the best is a value judgment because being the best can only be
defined in terms of value attributes. Out of the three ambitions described here,
that of being first, best, or only, being the best is the most connected to value
and value creation, and also gives you the ability to control the creation of value
by continually creating compelling experiences for your audience. Being ‘best’
at something means scoring a high degree of user satisfaction over a number of
identified attributes.

Once these attributes are known, the organization can start defending them
strategically. Can being the best be considered an ideology or is it the natural
destination of an ideology? Is Best enough of a reason to give purpose to an
enterprise? I believe the answer is ‘yes.’

Ambition and Business Models

A business model is all about the creation and delivery of value. It is about
identifying what your value proposition is—what is the question to which
I need to provide the answer and what answer do I provide?—and also
identifying who is your customer base for which your answer will be relevant.
But any value proposition needs value creation activities, so you need to have
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the people and the plans in place, and be able to extract, create and distribute
value. The value proposition informs and connects all your business activities,
so the key here is the organization’s value creation capability.

If your strategic goal is to be the ‘best at something,” the value proposition
will have to reflect that, as will your value creation activities. This ambition of
being the best gives an organization the ammunition to sustain transformations,
as long as the key resources employed are enlisted participants in a
shared ideology. A good business model is essentially the blueprint of an
ideological ambition.

The Value Proposition Objectified: Uber

The ridesharing service Uber, established in 2009, typifies building a business
from the value proposition outward. Uber’s business model is that of a behavior
platform, and it could not have happened before it did, because of the dynamic
of a market space that required the mainstream acceptance of smart phones
amongst both its customer groups, the drivers and the riders. Uber exemplifies
the value of asking the question, ‘what is the question to which your product is
the answer?’, by providing a clear answer of value to a number of parties (Figure
6.3). Their answer is: How can we enhance the experience of private transportation
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in an urban environment? By providing customized value in a comfortable
environment, and with safe easy payments, efficiency and convenience.

Uber has disrupted the taxi industry world over, with a very simple
proposition: if you need a ride anywhere in the city, there are drivers nearby
willing to take you to your destination, for about the same cost as the taxi
company. Uber is the middleman between a willing passenger and a willing
driver, and no money changes hands, as the transaction happens wirelessly,
the amount is deducted from your credit card. The concept is challenging an
industry that has relied for a long time on a protectionist approach, which has
resulted in long waiting periods, and unsafe cabs.

All you need is the platform on your smartphone, and you can locate within
seconds the closest cars enrolled in the program. You can select one of them as
your ride, and know precisely when they get to your location, what car they are
driving and the name of the driver. Passengers and drivers are required to rate
each other, so the system continually upgrades itself with knowledge about
the satisfaction level of all of its participants. Uber is an exemplary dynamic
enterprise, which at the time of this writing was active in 45 countries.

Their business model can be expanded to disrupt a large number of
incumbent businesses, not necessarily in the transportation sector, but in any
market space where an individual capable of performing a service is connected
to an individual in need of that service. This model will undoubtedly inspire
similarly dynamic business models that will create more dynamic enterprises
in fields other than private transportation.

Large-scale Dynamism

The multinational corporation Bosch presents as an example of a dynamic
corporation, an organization that understands its place in the structure of the
economic system as a variable, in a continuing dynamic with the ecosystem in
which it performs. The company produced a white paper* titled ‘Capitalizing
on the Internet of Things —how to succeed in a connected world,” published in
February 2014.

It is very important that large corporations set an example of dynamism,
as most often we equate size with the inability to move fast enough, or to

4 Bosch (2014). Bosch Connected Manufacturing, White Paper, September. Stuttgart: Bosch.
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understand the changing circumstances with the speed needed to make
a difference.

Bosch articulates the transformation necessary when leaving one industrial
landscape and entering another. The company understands that in this more
than disruptive Internet of Things opportunity, what are at stake are all the
business models that will not adapt fast enough and deep enough. In this
instance, deep means understanding that transformation is required not at
the surface of things, but in the depth of the capability of the enterprise. This
depth is not guaranteed unless the leadership of enterprises undertakes an
unlearning of the current market conditions, and learns more about the being
side of the human mind.

For Bosch, the Internet of Things is the fourth Industrial Revolution, and
by labeling it this way they, the company, shows their understanding of the
meaning and implications of this new opportunity. Their vision is to make the
Internet of Things a reality that will bring about new values and new benefits
in people’s lives, as well as better ways of doing business. Because very few of
the building blocks of the previous industrial revolution will be part of the way
of doing business in the Internet of Things, the changes required are drastic,
and will invariably result in the demise of a large number of business models
made obsolete by the new demands of everything being connected. Sitting
and waiting is no longer an option, which is why the Corporation is actively
investigating the opportunities in the Internet of Things, and producing white
papers on the subject.

This is the quintessential capability of a dynamic corporation, noticed
also in the transformation of IBM in years after selling its personal computer
business to Lenovo; the capability of truly understanding the landscape in
which it is a participant, and what the emergent president holds in terms
of realistic opportunity. The reality is that transformation is required in all
domains and will affect many companies that your organization might be
doing business with.

If media will be transformed, then the retail industry will be transformed,
the music industry will be transformed, the entertainment sector will be
transformed, and the marketing of products and services will be transformed.
What will be the impact of these transformations on the business model of
your organization? How will these transformations impact your ability to
capture and create value, and how would it impact your key partners and your
targeted customer base? The impact of these transformations is not yet visible
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which means again, you need quite a good measure of foresight in deciding the
strategy forward.

The recent past gives us a few good examples of organizations that were
not prepared for the transformations brought about by digital technology.
We need to remind ourselves of a company called Blockbuster, or another
company called Sony, both market leaders in their day, and both relegated to
lesser if any roles at all. The choices ahead are rather simple if one decides to
articulate them:

o You can either add Internet of Things technology in the products
you already make, thus connecting everything to everything; or

o You can start dreaming about completely new products and
services, by defining a few new benefits that can be attained only
with the technology available in the Internet of Things.

Bosch has decided to pick their future and actively start pursuing it by
looking at five key markets where the potential of the Internet of Things might
be realized within the next seven years. These key markets are intelligent
buildings, automotive, utilities, smart cities and manufacturing. These five
areas will be transformed when the physical world will be embedded with
the virtual world, and Bosch calls for management to start envisioning what
opportunities will be possible.

The inspiration question again: what could be possible? It is interesting
to observe that two of the five areas of focus—intelligent buildings and smart
cities—are expressed as ideas, and here again we have the importance of the
language of concepts. Bosch is proposing an evolutionary business model
suited for innovation in the Internet of Things. They call it ‘the magic triangle’
(Figure 6.4).

This is a very insightful move towards complete dynamics taking place
at the same time as disruption happens. The insight understood that one
couldn’t look at New Opportunity from the perspective of the old business
model, or the old metrics. The new success factors are tied to the ability to
develop an ecosystem ready for the transformation at hand, and the speed with
which business model innovation takes place. Both require the mindset and DNA
of a start-up. For a large organization—the company, which employs over
300,000 people, and has subsidiaries in 60 countries—to talk about a start-up
mentality as the mindset for the right conceptual approach when it comes to
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Figure 6.4  The magic triangle
Source: Adapted from University St. Gallen, Institute of Technology Management, 2013.

transformative times, shows a true understanding of the different nature of the
variables that will create the disruption ahead.

In a world in which everything is connected, a business organization
that is proactive in a highly volatile and dynamic environment, will actively
shape its world, and make the most of its new opportunities. Embarking on
such an ambitious transformation project requires not only a reframing of
the organization’s purpose, but the retooling of the individuals within. Their
ambition to accomplish the goals of the organization will always be connected
to their own ambition as individuals, to maximize and actualize their potential,
and co-create value in the enterprise.
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Chapter 7
The Future as a Choice

The Value Creating Enterprise

My definition of ‘The Future’ in the context of enterprise is this: The future is
the changes you make to the present, through your motivation, behavior and
action. Motivation is the internal condition that gives rise to what we want to
do, based on our goals, what we can do based on our capabilities, and what we
will do, based on our will. Motivation is the ethos of goal-orientated behavior.

The engagement with the future is a matter of will. Make your choice
and have the Will to Engage. In this definition ‘The Future’ means taking a
stance about what you want to be when you have become. What then when
the future is not a choice? More precisely, when it is not “your choice’? You and
your organization are then just reacting; you are just mitigating an emerging
condition of the market space, which was designed by others, as their future.
These ‘others” have imposed on you a condition of surrendering to forces you
rarely understand, and even more so rare, you can fully master. Think about
the demise of Blockbuster and the surge of Netflix. Think about the entire
advertising industry that is surrendering every year more than $30 billion to
Google. Think about the recording industry, transformed in a few years by
forces they did not control or anticipate. These examples are about choices
not acted upon, and futures that we imposed on incumbents, by enterprises
actively engaged in designing their own future.

Designing the Future

As I write these words it is Sunday. I am on Martinique Beach, in Nova Scotia,
Canada. From where I am now, the future does not mean ‘next Sunday,’
with every condition unchanged. While ‘next Sunday’ is technically seven
days away, and might be thought of as ‘the future,” if my behavior remains
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unchanged, then we will just have me, again, on Martinique Beach. That will
not be “me in the future,” but just me, next Sunday.

To qualify as ‘the future,” my condition on next Sunday needs a behavior
transformation. I must make a change in my condition, and a change
substantially toward a better condition. That is what the future means. The
pursuit of a better condition for the individual and the organization, at a
defined period in time, ahead of the present time.

Another way to look at this and illustrate the difference between the future
as a physical phenomenon, and the future as a psychological and physiological
experience, is to place an object a few yards in front of you. A book is a good
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object for this exercise. There is a physical distance between you and the book
now. There is also an intellectual distance between you and the book, as you
are not aware of its contents. If you wait—and you can wait quite a few hours,
days or months—the book will not come to you.

The placement of the book in relationship to you is physically in ‘the
future,” in the sense that only by an active and conscious action of moving
forwards and towards the book, you can touch it, open it and become aware
of its contents. And only after these actions are complete, the book’s contents
will enrich your life experience. So the future is an individual experience. The
future is your action; it is what you do to get to it. The future includes your
proactive engagement in getting there. The future does not mean ‘tomorrow,’
it means a move forward.

Organizations have two clear choices when it comes to their treatment of
the future: Choice number one is to stay in the present and let the future flow
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towards you (Figure 7.1). Choice number two is to design your path to where
the future is and purposefully claim it as your future (Figure 7.2).

The Future is a Foresight, Not a Forecast

Imagine you are planning the release of a series of products or services over
the course of the next five years, products that will be successful in the market
and that will gradually teach users to perform more and more complex tasks.
You have to start by formulating an opinion about what could be possible now,
at the intersection of emerging behavior and emerging technology. And then
you have to formulate an opinion about what you might sense will be possible
in the future, five years or so from now. You need the power of foreseeing what
people just like you, might be doing at a time in the future, given a number of
new behaviors now made possible by emerging technology. I am mentioning
a few times in this book that business is not a science, but an art, and this is
worth repeating, because this is precisely the difference between forecasts and
foresight. One is a science based on mathematical predictions, the other is an art
based on human understanding.

What is the difference between a prediction and foresight, and which one
gives the enterprise a more accurate tool to mitigate the future? In forecasting
we depend on predictions that use natural sciences, and this means we study
things as phenomena.

A phenomenon usually contains forces, and these forces are applied to
objects, and when applied they will result in a change of the current state of
the object. In other words, we look at the speed of the wind as applied to the
clouds, and we forecast where the clouds might be in a few hours, given the
same wind speed and direction (Figure 7.3).

These are forces well suited to a rational analysis, as we can quantify all
of them with numbers, and numbers lead to formulas, and formulas lead to a
prediction. At speed X, at this Y location, by Z time.

Can the same formulas and way of thinking be applied to the business of
an enterprise? Of course, we can apply a number to anything we wish, and
we can create pro-forma scenarios for the future of any product or service by
making assumptions that favor our hopes for the enterprise. We can assume
that the sell-through rate of our products will maintain the same momentum
as in the present, for a foreseeable future of our choosing. But this is just
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Figure 7.3  Forecasting through prediction
Source: Diagram inspired by the work of Professor Peter Collins, University of

Salford, UK.

a game. We cannot predict future sales for products and services based on
what we can observe today. Of course lots of companies do it, because they
are looking for an entry point from where they can start thinking about
the future, and the present is that convenient entry point. Harsh Muthal,
Managing Partner at Biz Mantra calls this approach a Condition Strategy that
extrapolates the present into the future, which is something just like today but
takes place next week. We look at the present and the past, drive insights from
this, and prepare a road map for the future based on what worked, and what

we know how to execute.

There is no guarantee that the current rates will sustain themselves, and
there is no guarantee that the outside risk factors will stay the same. So this
means that the natural sciences formula does not apply to business forecasting.
By contrast, an ambition strategy creates a compelling vision of the desirable
future, and creates a tactical road map to get there. The ability to create this
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Source: Diagram inspired by the work of Professor Peter Collins, University of
Salford, UK.

compelling vision is based on fresh data points seen as opportunities, and is
not bound by current capability.

When dealing with foresight we are looking at human beings, bringing us
closer to social sciences. We are looking at people (Figure 7.4) encountering
objects—and in this context object means something that affects one or more
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of our senses, something we can touch, feel, or taste, or something that makes
us think about things in a new way. Ideas can be objects for the benefit of this
explanation. Fire could be such an object, or the smart phone, or the microwave
oven, and so on. When people encounter objects they engage in behavior,
which is something that can be observed, and also monitored, as behavior is
controlled by a number of extrinsic factors to the individual, factors such as
social norms, beliefs, values, some of which are controlled at times by large
peer groups, or by governments.

The engagement with the object is also the result of individual choice and
individual values, which in turn are the result of individual desires, leading
to individual goals, and ultimately creating motivation and completing the
precondition of all human behavior: that of being goal-driven.

On the societal side, this new object has potential impact on the social
realm, in politics, in the economic system, it might lead to new legislation
and impact organizations, and further impact the development of connected
technologies. Think about the MP3 compression technology that allowed
music to be compressed in small data sectors on digital files, which made
music transferable via the Internet as data. This led to DRM —digital rights
management—and the reshaping of the music industry in less than a decade;
from business models to distribution and sound reproduction devices, the MP3
Object impacted all the actors in the diagram depicted in Figure 7.4.

At the intersection of all these actors, we have foresight. Foresight means
the act of foreseeing what could be new on the horizon, and taking active steps
to get there. Any large corporation can do nothing less but foreseeing, as this
is where power resides. The power comes from the sustainable nature of any
enterprise that can foresee and choose its future.

Future-Proof: The Sustainable Innovation Enterprise

A sustainable innovation enterprise is an enterprise that has the ability to
sustain innovation over the long term. An innovation-producing journey starts
with defining an innovation challenge. The greater the challenge, the more
satisfying the potential outcomes. Obviously, we are attempting to create an
outcome that will create its own market space, either as a product or service,
and something we can fully control in terms of the legal property —something
that we can obtain Intellectual Property protection for. Also to keep in mind
when setting the innovation challenge, is the size of the demographic the
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outcome is addressed toward. We are not concerned with identifying a user
need, but we are concerned with mapping accurately the best opportunities at
the intersection of emerging technology with emerging behavior.

Every new product introduction helps the development team in expanding
its future potential, by training the marketplace into the use of new technologies.
As an example, the Apple iPhone trained users how to use a multi-touch
screen, and that helped many development teams around the world create new
applications in which multi-touch is a prerequisite. These applications were
not introduced at the same time as the original iPhone, but as time passed,
users have become familiar with the multi-touch gestures, and the capability of
the device. Each one of these applications serves to sustain the innovation we
call the iPhone in the future, by giving users new benefits and new behaviors
to engage in.

Before expanding the methodology used in sustainable innovation, let’s
make sure that we all understand innovation the same way, and specifically
what innovation is not.

First of all, innovation is not a process. Every time we think innovation is
a process, we are reducing it to the basic elements of every process, and we
expect the outcome to be the result of a process within a timeline, within the
deliverables that processes result in. The reality is that when you are engaged
in the pursuit of innovative outcomes, you simply don’t know when you will
be done, and simply don’t know what the outcome will be. And this is where
the art comes in, knowing when you have found something worth developing,
and knowing when to stop searching. If innovation is not a process then what
is it? Innovation is an outcome. Innovation is the thing you are creating as a result
of a process that might involve design, might involve engineering, and might
involve creativity, imagination, inspiration and multiple iterations of concepts,
very much like art does. The ethos of innovation has little to do with technology;
it has only to do with what we want of ourselves.'

The processes leading to innovative outcomes start by understanding
human nature, our desires, goals and motivations at the present time, seen
through the lens of a new possibility of satisfying them, at a higher and
deeper level. So one has to start with the driving forces in society, combined
with emerging trends in behavior. Sometimes the innovation outcome is a

1 Manu, A. (2010). Disruptive Business: Desire, Innovation and Re-design of Business. Farnham:
Gower Publishing, 174.
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new medium, which releases latent behavior—things we did not know we
wanted to do are now feasible, and become a new condition for our life, as
briefly discussed in the first chapter of this book. Think of Google. You never
knew you wanted to search on Google until you could, and now Google is a
constant companion of your life. We can surmise from this that the success
of any innovation is proportional with its capability to create the experiences
most conducive to emerge in our latent behavior, and the desires that shape
who we are in our best representation. On Facebook we have the best example
of “‘who we are in our best representation.” No one will post there anything less.

Scenario-based Innovation and Decision Making

What will prompt us to engage in change? A vision of new possibility is
a powerful attractor image for change. Another attractor is knowledge,
specifically knowledge about the continuous transformation present around
the world at every moment, and the fact that the present is constantly
emerging. Understanding that the present is in a constant emergence means
that something else has to be the variable, and that might be the business
you are in. The variable in this statement is not your organization, but the
capability around which your organization is formed. The variability of your
current form of organization requires you to change. Change is not continual;
it occurs only as a voluntary act, when one reacts dynamically to emergent
forms of technology or behavior. A change strategy needs to be based on
courageous foresight scenarios, scenarios that explore the nature of human
beings in new contexts, and around new behaviors. Humans are the ultimate
medium through which technology manifests itself, and scenarios are the
ideal platforms to explore these manifestations, and make strategic choices
leading to change.

Scenario-based decision making is all about having informed judgment
about the present, in order to create future based advisory sets of possibilities.
These possibilities are not best guesses, but designed futures, places that
represent a desirable destination for the enterprise or group in question.

National-level strategies need national-level normative scenarios, which
take into account how the innovation object will change, enhance, expand or
redefine specific instances in the social, political and legislative realms, and
which technologies might be developed as a result of the innovation object
now available.
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Figure 7.5  Strategic value through foresight scenarios

At the normative level (Figure 7.5) one needs the capability of articulating a
number of scenarios from the most optimistic to the most pessimistic, in order
to be able to prepare the norms by which we were create new methodologies
or mitigate new impacts. As an example, look at the Internet and its impact on
copyrights. The Internet allowed the transmission of data, which is expressed as
ones and zeros, from one device to another device. At the point of the receptor
device, the information 001100011 is decoded and replayed back as music,
so now we need laws that include the representation of music as data. The
innovation object in this case is music recorded as data bits, and the impact is
distributed in all corners of the social and economic landscape. The normative
scenarios will need to explore the impact in society, culture, organizations and
the economy, before describing the impact in legislation, which undoubtedly
will follow.

Normative scenarios have no immediate strategic value, but inform about
the possible shape of the economic, cultural and political space in which the
other scenarios would operate. What is described in Normative Scenarios is the
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answer to the question: How is the Landscape Changing? The answer often takes
the form of ‘when this technology happens, this is what society will become!’

Normative scenario building often uses a framework of four quadrants
of opposite possibilities, in a desire to explore all alternatives, even the less
palatable one. I do not favor this technique as it restricts the free form and
beauty of scenario writing, limiting it to a manufactured negative construct,
which is just that, a construct. If we can construct a negative dystopia in order
to get ready for its impact, we may as well use our imagination and construct
a Utopia from the beginning. Constructing the richly imagined future gives
organizations a powerful attractor image, rather than a scary version of the
future. Scare tactics do not inspire; visions of a better future do.

Strategic and User Scenarios

Enterprises are interested less in what happens in the political or social realm,
so they need a different type of scenario. They will need a strategic scenario as a
tool allowing them to mitigate the impact of the innovation object, and design
a desired future. A strategic scenario will be looking at the intersection between
the object and the economic, technological, organizational and legislative
framework. The organization also needs a different type of the scenario at the
intersection of behavior inclusive of choice, beliefs, values and motivation and
involving the life of users. Not just one user scenario, but many, because we
have many users and each one with a different point of view, and each one
informed by different beliefs, values and norms.

A strategic big picture scenario has two advantages: it discloses the big
picture in which any user experience scenario operates—which allows a
company to plan strategic approaches that deal with the new context—and it
can be used in turn as a point of departure for other scenarios, as it describes
a new opportunity or attitude. A strategic scenario answers the fundamental
transformative questions: What are the characteristics of the new market?
What, therefore, are the characteristics of the organization that will best respond to
this dynamic?

The value of strategic scenarios is that they plant early seeds for a new
business strategy in the mind of the executive team. They plant an idea about
the possible direction of their business, an idea that has attractor power, and
enlists the intellectual acceptance of the executive. When executed properly,
these scenarios deliver as if written by the company itself. This methodology



112 VALUE CREATION AND THE INTERNET OF THINGS

forces corporations to understand the dynamic nature of society, and implicitly,
the interdependent economic nature of the system of which they are a part. It
forces them to articulate a vision for the future, and actively pursue strategies
and tactics by which this future will become reality.

Scenarios help the leadership team prepare a strategic and imaginative
response to emerging market conditions, and implement changes faster. Used
at their best, scenarios create pathways for change, from sets of signals in the
market space directly affecting the organization, and reveal the dynamic of
the behavior space in which an organization functions. They provoke thinking
and analysis; they define methods that engage an organization’s ability to
shape the future, to create options of possibility, and link any future activity
to action today.

The sustainable innovation enterprise needs a process by which informed
judgment will result in shaping a desired future, thus future-proofing the
enterprise (Figure 7.6). The idea here is to mitigate an unknown over the course
of time, and with as few ambiguities as possible. Defining a desired future,
removes many of the uncertainties we associate with the future, and engages

SCENARIOS
Peo)

ple
| POLITICS | Place Object
| —— Cutcurmstance

| CULTURE

| TECHNOLOGY

ECONOMY

DRIVING FORCES

TIME

SCENARIOS DESIGN THE FUTURE

TRENDS I

| EDUCATION

| HEALTHCARE

CONSUMPTION

ENTERTAINMENT
WORK

INNOVATION STRATEGY

Figure 7.6  Sustainable innovation map



THE FUTURE AS A CHOICE 113

the passion of the enterprise in the present, toward achieving a common future
goal. The method starts by formulating the strategic opportunity as a series of
big ideas at the intersection of Driving Forces and Trends. I detail this process
and its outcomes in the chapter that follows (Chapter 8). Since we want to
design the future, it is imperative that we articulate early and forcefully our Big
Idea. The big idea gives shape to the discovery phase of this process, as we now
know what we are looking for.

Inspired by the big idea—in the example from Chapter 8, the Link-Enabled
Ecology —we produce a series of scenarios describing the desired future, from
multiple points of view, and disclosing multiple benefits (Figure 7.7). The end
result of this process is a large bank of scenarios that disclose new applications
of technology, and new user benefits. In effect, what we now have are multiple
intellectual property disclosures that form an innovation strategy, which will
sustain the enterprise for a long time in the future. The tasks remaining are to
prioritize these ideas, and enable them as user facing applications, products
and services, which will be introduced gradually to the market, as the user base
becomes familiar with their capabilities, and as these new products become
new mainstream platforms for daily behavior.
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The ‘future as a choice’ strategy forces forward thinking and adaptive
mindsets, without which maintaining growth is a practical impossibility. Once
the future is outlined and it becomes an attractive image, this image engages
the spirit of the organization, its leadership as well as all participants alike. It
gives purpose to the organization, becomes a shared vision and a destination.
Shared visions are powerful tools for transformation in organizations.

Foresight and the Value Creating Enterprise

Can enterprises afford not to make all efforts to be future proof? Is an enterprise
sustainable if it does not have foresight? Evidence points in favor of foresight,
and here is why: foresight embraces the activities of thinking, debating and
shaping the future, in effect a process of discovery, on the basis of which one
can engage in the design of the future as a choice. As a strategic tool, foresight
links the future—what could be possible? —to action today. And because it
is a tool, we can measure it through a dedicated analytical framework.? The
process of debating the future leads to deep insights into trends in technology,
demographics, regulations and lifestyles, which can be harnessed to re-write
industry rules, and create a new competitive space. We can measure enterprise
foresight on a scale of High, Medium and Low, based on three fundamentals:

° Innovation.
o Financial Performance.
i Intellectual Capability.

Innovation in this framework is a measure of the company’s ability to
introduce and apply new ideas, processes, products or procedures, designed
to significantly benefit the enterprise or society, either in response to market,
technology or competitive changes, or to pursue new market opportunities.
The objective measurements of innovation are research and development
expenditures, the number of patents applied for, the number of patents
registered, and new product announcements and associated press releases.

Financial Performance measures revenue growth, stock price growth,
earnings per share, market to book ratios, price-earnings ratio and market
share. Interesting to note that the measures of innovation have a direct reflection

2 The strategic value is adapted with permission from Maneesh Mehta, The Blackbox Institute.
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on financial performance, specifically as far as market sentiment goes. On
January 9, 2007 Apple Corporation’s announcement of the iPhone had a direct
impact on stock market to book ratio, and price-earnings ratio, without a single
physical product being introduced, and based solely on market sentiment
about its potential to disrupt the market-space incumbents, and improve
Apple’s financial condition in the long run. Apple stock rose 7 percent that day
while Research in Motion (renamed BBRY) was down 6 percent, a single day
loss of market cap of $2 billion.

Intellectual Capability measures the technical ability of the professionals in
an organization to successfully develop innovations capable of distinguishing
an organization from its competitors, transforming industry boundaries, or
creating new competitive arenas. This is measured by the number of published
journal articles, number of conference paper submissions, number of R&D
employees as a percentage of total of all employees, and the educational
background and training of the workforce.

In constructing a working framework for analyzing foresight performance,
we need to work with the desired state of the outcomes we are after, and place
a premium—the highest position—for outcomes that create a new market
space. Since ‘creating’ is a verb about the future, Shaping the Future (SF) will
be our highest coordinate, and most desired outcome. In this category we can
place enterprises that have redrawn boundaries, and are now rule makers as a
result (Figure 7.8).

At the polar opposite of SF, we have enterprises that are market followers
rather than creators, companies that React to the Present (RP). A category no
less desirable than SF is Creating a Place (CP), populated by enterprises that
have created a new competitive space for themselves, and defined new roles to
play in people’s lives. Google Earth comes to mind. And lastly, enterprises that
are looking to Fill a Place (FP) in the market, by occupying a position, but who
are not perceived as leaders in their category.

One of the key drivers for an enterprise’s migration from 1 to 4 around
this foresight framework are technology changes or any other fundamental
innovations. The speed with which a company migrates from the position RP
to CP indicates the speed of understanding of the changing circumstances in
that particular company’s market space. This is a move toward High Foresight.
A movement toward FP will represent a passive reaction and a change toward
Low Foresight. Rather than reacting passively to change, companies with high
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foresight stimulate it (Figure 7.9). The framework allows us to assess strategic
value in a simple two axis comparative matrix as illustrated in Figure 7.10.
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Figure 7.10  Strategic value framework

In Figure 7.10:
AXIS 1 represents the RELATIONSHIP TO THE FUTURE:

React to the Present: when decisions are based on clearly defined and well-
known gaps of function or desire, there is low strategic value:

The insights gained to make these decisions are generated
through market research or direct experience, and are generally
widely known.

Shape the Future: when decisions are based on a desire or need that is
expected to occur in the future, and with a limited marketplace prior to
the organization taking action, there is high strategic value:
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Insights that drive these decisions emerge from reasoning and
understanding, and require intuition and vision.

AXIS 2 represents the RELATIONSHIP TO THE MARKETPLACE:

Fill a Place: when a competitive space is clearly defined, with well-
established metrics, there is low strategic value:

Valuation for measuring success is defined according to industry
criteria, and there is limited long-term return on innovation, as
others in the market are pursuing similar criteria.

Create a Place: when a competitive space is undefined or poorly understood
prior to a business action, there is high strategic value:

The lack of industry benchmarks makes it difficult to define
monetary value upfront, which often means that storytelling is
required to achieve integration with other innovations.

When strategic value is low, differentiation occurs through increased
performance that can be directly evaluated against competitors. When strategic
value is high, it is difficult to clearly articulate differentiation, as the playing
field has yet to be defined, and direct comparisons between businesses are not
yet possible.

It is important to note that high strategic value does not ensure immediate
financial success. It is always possible to profit as a late-adopter, competing
on price and additional features, especially in industries with high risk, and
involved in fundamental research. But within the behavior economy, the first
to market in a new space and with an involved audience, is often the one to
define that space for the foreseeable future. Apple, IBM, Facebook, Netflix and
Google all dominate in spaces that they have defined. Each of these companies
has been the industry benchmark in their categories.

IBM 5 in 5 as a Method of Sustainable Innovation

How does the strategic value matrix work in the case of your enterprise? How
does this work for a business, a university, a government, or a country? If
you stand by and watch others get to their future, eventually you will need to
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mitigate an emerging present you might not understand. It is healthier to be
wrong about one’s bet about the future, than not to place a bet at all.

One company that understands that is IBM. At the end of each year, they
examine market and societal trends expected to transform our lives, as well as
emerging technologies from IBM's global labs, to develop a multi-year forecast
called The Next 5 in 5. In November of 2014,° IBM released the five innovations
that they believed would change our lives over the next five years:

In the Future, Everything Will Learn

A new era in computing will lead to breakthroughs that will amplify
human abilities, assist us in making good choices, look out for us and
help us navigate our world in powerful new ways. The classroom of the
future will learn about each individual student over the course of their
education, helping them master the skills that match their goals. The
rapid digitization of educational institutions will allow unprecedented
instrumentation of the learning process.

Cognitive computing, or learning technologies, will help us calculate
everything we can about how each student learns and thrives, then
create flexibility in the system to continually adapt and fine-tune what
we deliver to that student and how this supports teachers and employers.

Buying Local Will Beat Online

The technology trends will move us back to bricks and mortar—but
with a difference. In the future, retailers will layer increasing levels
of engagement and personalization on top of the shopping experience,
ultimately merging the instant gratification of physical shopping
with the richness of online shopping and making same-day delivery
a snap.

Doctors Will Routinely Use Your DNA to Keep You Well
Today, full DNA testing to help make treatment decisions is still rare.
But cognitive systems and cloud computing may make this form of
treatment mainstream. It could be done faster, more affordably and
much more frequently. In addition to DNA testing for cancers, we may
even see DNA-specific personalized treatment options for conditions
such as stroke and heart disease.

3 Available at: http://www.ibm.com/smarterplanet/us/en/ibm_predictions_for_future/ideas/
(accessed June 21, 2015).
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A Digital Guardian Will Protect You Online

Security is evolving from being based on rules, like passwords, to
being automatic and made stronger through us just being us. This
guardian will have your back; trained to focus on the people and items
it is entrusted with based on 360° of an individual’s data, devices and
applications. It will make inferences about what’s normal or reasonable
activity and what’s not; ready to spot deviations that could be precursors
to an attack and a stolen identity.

The City Will Help You Live in It

For citizens, smart phones enabled by cognitive systems will provide a
digital key to the city. People can have fingertip access to information
about everything that’s happening in the city, whether an experience
is right for them, and how best to get there. Because these learning
systems have interacted with citizens continuously, they know what
they like—and can present them with options they might not find
easily. Insights from crowdsourcing, mobile applications, sensors
and analytics on the cloud will allow cities to better listen, interact
and respond to citizen needs. This will give rise to new cities that can
respond in real-time, predict problems before they occur, and deliver
tailored services to make city life better for everyone.

Three of the five innovations IBM propose as life changers are directly connected
to the Internet of Things becoming mainstream. IBM understands that growth
in a context-driven environment and new market circumstances, is entwined
with innovations that redefine our relationships through new benefits,
delivered in new ways. The task of the sustainable innovation enterprise is not
that of pushing opportunity, but of simply observing and responding to the
opportunities facilitated by the emerging present.



Chapter 8

Strategic Opportunities in the
Internet of Things

New technological capabilities need new strategies, which can provide
enterprises with multiple concept generation paths, and workable blueprints
for new business model innovation. The business strategy question for the next
decade is here: How is your organization positioned to maximize the opportunities in
the Internet of Things?

When fully deployed, the Internet of Things will present new opportunities
for people and organizations, opportunities that lie beyond the current
capabilities of business today, either in financial, economic or intellectual
terms. To exploit the opportunities at hand, a great deal of retooling of the
individual needs to take place, balanced with the intellectual reframing
of the enterprise’s purpose, its ideology, and its expectations. In a world of
embedded sensors, new social forms will be established that will challenge
the status quo in fundamental ways. Business success in this context will be
tied to providing new services, understanding the resulting new needs, and
opening new innovation avenues, which take advantage of new channels of
communication, and new opportunities for user engagement. Organizations
adept at mastering this complex and context-driven environment, will lead
new multibillion-dollar industries.

By the Numbers

According to the 2014 State of the Internet of Things Study,' the adoption of
network-connected technologies is on the rise, with 69 percent of consumers
planning to buy an in-home device in the next five years. By the end of 2015, a
total of about 13 percent of consumers will own an in-home Internet of Things

1 Available at: http://www.acquitygroup.com/docs/default-source/Whitepapers/acquitygroup-
2014iotstudy.pdf?sfvrsn=0 (accessed: July 25, 2014).
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device, and the adoption of wearable technology such as smart watches and
fitness devices will also gradually increase, with nearly half of consumers
already owning or planning to acquire a device in this category in the next
five years.

Goldman Sachs equity research? thinks that the third wave in the
development of the Internet is the Internet of Things. While the 1990s were the
time for the fixed Internet, with one billion connected users, and the 2000s saw
another wave of mobile connections, which added another billion connected
nodes, the Internet of Things has the potential to connect ten times as many
things—objects, people or places. That means over 30 billion connected
addresses and objects.

These objects fall in five key categories in which the Internet of Things
will be first adopted: wearables, automobiles, homes, cities and industrials.

A convergence of factors is the reason the Internet of Things is happening
now, some connected to costs and some having to do with efficiency and
availability. The price of computing is falling, collecting data has become an
accepted mode of achieving primary or secondary benefits, low cost sensors
and lower costs for processing power have converged with the widespread
adoption of smartphones, which are essentially the enablers of every
individual to connect with other individuals, as well as with objects or places
in their surroundings. We can add the mainstream adoption of fitness trackers
that connect with devices, providing individuals a synopsis of their physical
activity over the course of time, and a few other products like thermostats,
allowing users to control the amount of energy they consume in the home. This
ecosystem is growing every day, and the opportunities within it are multiplying,
in the form of applications, devices, platforms and the infrastructure that will
see them function flawlessly. This game is not for beginners, and most of the
top companies in the world have declared themselves players in the Internet
of Things. Cisco, IBM, Samsung, Philips, Google, Bosch, Intel, this list can go
on and on. My point here is simply this: the Internet of Things is not a weak
signal anymore.

The tangible opportunities offered by the Internet of Things fall in three
categories of development:

2 Available at http://www.goldmansachs.com/our-thinking/outlook/iot-video.html (accessed:
September 15, 2014).
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1. Enhancing our experience of current products or services providing
benefits we all know and want, but this time connected to the
Internet of Things.

2. Expanding our relationship and engagement with current products or
services providing new benefits because they are connected to the
Internet of Things.

3. Redefining our relationships through new products or services, connected
in new ways and providing new benefits.

This all means that a lot of things will change. People’s personal lives will
change, the productivity of the workplace will change, and the consumption
patterns and behaviors of people will change. It also means that objects and
places will now have a behavior layer, made possible by connectivity and by
small-size robotics. And this behavior layer of objects and places is the most
exciting aspect of the Internet of Things, because we are looking at new value,
and the creation of new archetypes for the human experience.

All the spaces in which we conduct our activities will be addressable by
devices that will be aware where they are. Imagine the Apple Watch as one
such device, connecting us to the Internet of Things. The Apple Watch has the
potential to become one of the most transformative products ever introduced,
because it would change the way we look at technology, the way we understand
what the Internet can do for us, and the way in which we will make the Internet
an integral partner in our life.

The Apple Watch signals the end of the personal computer, and the
beginning of a new form of engagement with technology, which will be
personal, and on everybody’s wrist. This is the beginning of customized
information devices hosted on our bodies, transforming us slowly, as we
experience benefits that we did not dream of just 10 years ago. The level
of personalization that this technology can now afford us, is the result of
the device being physically attached to our skin, and receiving constant
feedback from our bodies. This is the beginning of commonsense computing,
a relationship with technology that understands where we are, how we are
feeling, and why.

Make no mistake: the Apple Watch is not just another watch. In a world
in which everything is connected, the Apple Watch starts to look like a really
Big Idea. It will be where you are at all times—this is what watches do—but
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this time it will follow and track your activities, and your biometric responses,
and constantly update itself with dynamic knowledge. Pretty soon, it will
communicate our status to other devices, without the user needing to initiate
any action, and these other devices with execute commands that will see our
life become much more pleasurable and much more productive. As with other
product launches by Apple, the introduction of the Apple Watch looked like
the launch of a product, when it was actually the launch of a platform. The
Apple Watch is the embodiment of Apple’s Internet of Things strategy, and one
of its first manifestations.

It is Already Here

Another device announcing a strategy is Amazon’s ‘Echo,” which has no
other purpose but to connect us to the Internet of Things, either prompted
by questions we are asking, or by suggestions made by the device itself.
Amazon has cleverly introduced a device in people’s homes, without making
too much fuss about its capability of connecting you to the future Internet
of Things, and yet, this device might well become an essential component in
everybody’s life. This is a classic behavior economy device, in the sense that
it is a platform looking like a product. The platform brings ambient computing
in every home, connecting every participant of the family to anything and
everything of interest, creating taxonomies and ontologies of all the questions
and the accepted —as well as favored —answers. The Amazon Echo will be a
one-stop question and answering machine, as well as a suggestion box. It will
know who is at home and who is not, and more importantly, where people
are when they are not at home; it will know the contents of your home and the
status of every appliance. In the very near future, it will have the capability of
taking care of mundane chores like paying bills, answering standard emails,
and so forth.

These are just two short examples that illuminate the potential and the
implications of the Internet of Things, and the distinguishing characteristics
that make these implications far-reaching when compared to the first two
stages of the Internet. The first two stages of the Internet saw life enhanced by
instant connectivity and communications, while the Internet of Things has the
potential to redefine life’s activities. Technology consulting firm Gartner defines
the Internet of Things as a strategic technology,® which is a technology that
has the potential for significant impact on enterprises in the next five years.

3 Available at: http://www.gartner.com/newsroom/id/2603623 (accessed: September 9, 2014).
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In their view, significant impact includes a high potential for disruption,
the need for major financial investment, and the risk of being late to adopt a
specific technology.

A strategic technology is an emerging technology that offers an opportunity
for strategic business advantage for early adopters, and has the potential of
significant market disruptions. This pretty much summarizes the Internet of
Things both as a threat and as an opportunity.

A Link-Enabled Ecology

The result of everything connected to everything else that makes sense, is a Link-
Enabled ecology, a complex ecosystem of interdependent and networked
organic elements. An ecosystem is the very relationship between organisms
and their environment, a community of ecological parts functioning as a unit,
determined by and dependent upon its members.

Technology, within the human ecology, serves the function of augmenting
and adjusting our interactions. In an emerging world of omnipresent links, this
role will shift radically; the technology-enabled links will become an essential
element of the ecosystem, determining its very nature.

When places and objects are linked and data enabled, they take meaning
from people. They become what people want them to be. A phone now, a game
console a few minutes later, and a surface leveler or compass seconds after
that, and then a dictionary, a world map, a shopping cart, or a poker table.
In the Link-Enabled Ecology, every different combination of people, devices
and places will create a wealth of unique possibilities. Every setting and every
interaction, will determine a one of a kind ecosystem of opportunity. The essential
task in this ecosystem is not one of forcing opportunity, but of simply observing
the opportunities facilitated by an Enabled Link.

Link-Enabled Mobile Devices as a New Un-Mass Medium

Mobile devices are the first truly personal mass medium, permanently
connected and always in one’s pocket, and with a built-in payment mechanism.
These devices capture the social context of consumption, as well as the activity
context of a place.
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They offer individuals digital access to a world of interconnected objects
and places, and because of this, they are not a technology, but a behavior
enabler providing a value variable experience, where the value can be directly
addressed on granular context variables to a granular user.

The mass acceptance of smart-phones and their penetration in all
demographics has made mobile digital life a reality. This simply means that
the instrument of choice—the media by which individuals choose to manifest
and actualize themselves—is a portable mobile device linked to everything.
Portability is about the size of the device, while mobility refers to its location.
Life, in this context, refers to the nature of the portable mobile medium being ON
all the time, and to its ability to both SEND, and RECEIVE.

It is in these two functions that we find the challenge and the opportunity,
as it is these functions that are unique from prior forms of media. For
organizations this means:

o The ability to contact individual users with individual messages.
. The ability to contact multiple users with the same message.

o The ability to receive feedback at all times from users.

. The ability to engage users 24 hours a day.

o The ability to trigger users’ responses of engagement via defined
stimuli.

o The ability to control and define stimuli on a daily basis.

i The ability to define stimuli on geo-location basis.

o The ability to define stimuli on proximity basis (users close to other

users) and much, much more.

Link-Enabled Ecology as a Strategic Opportunity

In the Link-Enabled ecology, places will communicate about themselves
dynamically, to everything and anything around them enabled to receive
data, or programed as an address for the information. This is a way of life in
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which everything becomes media for the individual empowerment to create,
manage and distribute content. For enterprises, this is the opportunity for new
engagement, and an experiential expansion of unprecedented focus, scope
and depth.

o End users will expect perfect information of what is around them
and how to navigate to desired destinations, and will avoid those
places that do not participate in this ecosystem.

o Vehicle and pedestrian maps, data, content and navigation will
be seamless to the end user, and mostly free. This will incentivize
users to consume data services to an unprecedented degree.

o All companies with ‘audiences” will be in the media business,
whether directly or indirectly. They will need to create digital
content that expands on existing brand values, as well as specific
content at geo-locations. Geo-fencing will become mainstream.

o Strategic decisions will be driven more by monetizing the audience
than by selling devices or data; this monetization requires frequent
data transactions between a user and his/her points of interest.
This increases data traffic exponentially, as well as the need for
data authentication.

o The opportunity connected to these changes is to become valuable
to users as a trusted platform for ‘navigating digital life,” providing
a comprehensive suite of tools, applications, content and mobile
services that guarantee the privacy of transactions, and identity
authentication in a seamless way.

o People, objects and places will have far more sophistication and
understanding about the value of their data, especially in the
mobile context, and will look to trusted partners to maximize the
value of their data while protecting their privacy and security. The
opportunity in this context is identifying both the categories of
actions (taxonomy), and the meaning of actions in context (ontology
of the data).

i Digital profiles of places will be as important as their physical
infrastructure; making that data omnipresent will become
mandatory. Every place on earth will have a location profile, and a
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taxonomy and ontology descriptor, what it is, where it is and what
it means to a variety of user groups.

Big Ideas for the Internet of Things
KNOWLEDGE READY

With smart phones becoming mainstream, and with digital signatures, tags,
and beacons becoming prerequisites for commerce, every person, place
and object, would be ready to learn, to share, and to be a link to something
more important.

KNOWLEDGE-ENABLED

People will have a new expectation from Objects and Spaces, and that is the
expectation of communication and content retrieval. Every node—people,
place or object—will expect to learn something from every other node.

ENABLING SENSE

This is the strategic decision to take on the role of making sense of raw
transactional data, by creating categories of actions—taxonomy—and their
meaning —ontology —in the context of individual identities.

MAKING SENSE OF EVERYTHING

Users will refuse interactions with environments and objects that do not
recognize and communicate their purpose, in a specific context. This is the
resolution to meet the challenge of making visible in every surrounding its
capabilities to add immediate value to a user.

WISDOM SETS

When data is properly arranged it becomes meaningful to a user. The quantity
of data collection resources that allow users to quantify their daily life will
become beneficial only if wisdom is derived from it. The collection and
analysis of transactional information will give organizations the opportunity
to transform data into wisdom, and create new benefits for users.
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Framing the Opportunity

It was mentioned earlier in this book that the Internet of Things is a place
in which every person, object and space, are both a link and a holder of
information. This means the ability to store and transmit data residing in all
the actors present in a location, including the location itself. This data can
move, can be managed, and has meaning. Such an environment represents the
opportunity to improve the performance and significance of existing objects
and places, as well as to create new benefits for users. The chief technical
capability of the Internet of Things—that of connecting everything with
everything that makes sense—is also its highest expectation: that of creating
an environment in which everything behaves. This environment will expand
the behavior economy, a market space with new transaction models, and new
benefits on which revenue will be extracted.

The Internet of Things represents the opportunity to empower the
participation and engagement of everything. Empowerment is traditionally
seen as a human attribute, but in the Internet of Things, we are not looking
only at people, but also at the empowerment of objects and spaces. Objects
will be empowered to take actions. And actions have consequences. Hence,
the identity of the command action, and trust in its intentions will become
paramount. Objects will be empowered to collaborate and to share information
with the spaces in which they reside, and empowered on a massive scale.
Imagine any number of collaborations between objects + any number of
collaborations between people + any number of collaborations between places,
and then the multiple opportunities in between. In this context, trust becomes
a strategic imperative.

Identity as Economic Currency

Can we look at identity as a form of currency in the behavior economy? How
relevant is it to Netflix that my identity is different than my son’s? Well, if
we're not different we will be receiving the same recommendations for
movies, but the fact is that we don’t. Identity allows Netflix to make specific
recommendations for specific users, thus bringing distinctive value to each
user, which keeps the user satisfied in its relationship with Netflix, and
increases the potential of continuing the service. Failure on the part of Netflix
to recognize my identity will be a failure to satisfy my quest for value, in the
delivery of customized entertainment.
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In the Internet of Things, identity is no longer just about individuals,
because identity expressed as data will differentiate a chair from a person,
or chair from a carpet, or a plastic bottle. Consequently, understanding the
richness and variety of identities in any link-enabled space is paramount.

It is not a far-fetched prediction to say that the business that will be the
repository of the largest number of identities will be the winning business
in the Internet of Things. The aggregator of the identities of persons, places
and objects, would be the organization that will have the best chance at the
analytical understanding of the new ecosystem created by the Internet of
Things, and how to take advantage of it.

Areas of Opportunity and Themes

IDENTITY AS A COMPASS

Connecting people to place and object through wearable devices will increase
the need for trusted identities, as decisions will be made only if the sources
are trusted. Fast authentication will allow actors to navigate the link-enabled
ecology with confidence. This is what the Apple Watch is all about.

ROLES, TRIGGERS AND LIFESTYLES

The data generated within Internet of Things at the point of authentication—
when two identities connect—must be collected and organized. This data
can then be enabled to provide a benefit to a third party. The richness of the
opportunity is in the collection and categorization of the data, and not only in
performing the authentication of identity. The nature of the categories under
which the data is organized, is the first step of assigning meaning to it. Enabled
Data is the discovery of the benefits in the data itself.

Understanding the nature of the point-to-point transactions a device
engages with in everyday, gives a developer the opportunity to further use
this data as part of an aggregate, or on its own, and commercialize the benefits
either to third parties, or to the user of the device itself.

This means providing new layers of engagement with the user of the
device, through a combination of means such as being an:
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o Aggregator.

o Broker.

° Advisor.
° Educator.
o Catalyst.

The Aggregator brings together data and packages it with meaning. In other
words it acts as a resource of information that is considered relevant, or has the
potential to be considered as such.

The Broker helps individuals maintain balance in their lives, by delegating
and regulating information. It helps filter and deliver what is relevant to
individuals, so they can make informed decisions about their lives with
less stress.

The Advisor helps the individuals with decisions about their lives by
presenting alternative points of view, and offering insight and analysis related
to the meaning of the decision at hand, as well as the potential consequences.

The Educator helps individuals by packaging information and presenting
it in a manner that would be most beneficial to them, in the short and long
term. Educators develop processes around this interaction, which constantly
evolve for a better chance that an outcome meets and exceeds the requirements
at hand.

The Catalyst is a role that is defined by tapping into the passions driving
individuals. They inspire and invigorate, and can lead to a dynamic and
experience-filled lifestyle.

MAKING SENSE OF EVERYTHING

Once we can make sense of everything by having the ability to analyze the
quality of each authenticated identity, we can add another layer of benefits
by enhancing it with elements of lifestyle. The style in which we live at any
given point in time, is determined by a number of definable elements. Among
these many elements are triggers and roles that represent opportunities for a
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brand or an organization to become an integral part of an individual’s life.
Triggers are things that fulfill a specific functional purpose in our lives. These
can be tokens that are often small ideas, thoughts, notes or expressions that
can alter an individual’s mental state, and the way they experience daily
activities. Reminders and suggestions are examples of triggers that play a role in
the everyday lives of individuals.

Reminders are a token of thoughtfulness for one’s self or another individual.
Suggestions are tokens of information, and can be minor or profound in nature,
with outcomes that are also minor or major, based on how much they mean to
each individual at a given moment. Suggestions are powerful triggers; they
can alter one’s state of mind, especially when connected to the dimensions of
wellbeing that one considers important.

IDENTITY IN LINK-ENABLED ECOLOGIES

Products themselves will become the links to the network of known information.
This is the redefinition of the worldwide web into a form that exists in the
physical world. A retail space is no longer just a retail space, but a network of
link-enabled objects hosted in that space. The products will be the access point
for features, services and knowledge. Objects will have the ability to inform
one another. Transactions will become seamless and invisible. The transaction
might take place silently between the consumer and the object itself. Objects
will have the ability to determine the maximal price that will appeal to each
individual customer.

INTELLIGIBLE TRUST-COMMON SENSE TRUST

The Taxonomy and Ontology of data will become the first filter for trust.
Taxonomy and ontology of identity means categorizing authenticated identities,
defining their meaning and storing the data for future use, as well as for
activity profiling. Once two end points have been connected once, they should
recognize each other at a subsequent encounter, just like most people recognize
people, places and objects they have encountered before. Intelligible identity is
an identity that has been verified before, and was tagged with taxonomy and
ontology descriptors, and will be recognized when encountered again.

To fully appreciate the concept of intelligible identity, let’s look at an
example of an activity we are all familiar with, and that is the typical interaction
with the ATM (automatic teller machine) at your bank. The interaction consists
of three actors: the person, the place and the object.
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People go in front of an ATM machine for very precise reasons, and this fact
should actually help in speeding up the transaction—that is, if the system was
designed with social norms in mind. One may want to deposit cash, one may
want to withdraw cash, or one may want to check the balance of a bank account,
or all three of these actions in sequence. All of these interactions depend on the
user identifying himself/herself, and instructing the machine as to the indented
purpose of the visit. This authentication is made once the user inserts a bank
access card, in a specifically designed slot in the machine. Up to that moment,
neither the machine nor the place where the machine is located, have made any
effort to identify the user. The anti-social aspect here is that the user is a regular
customer of the bank, and of this precise branch in particular, and has been so
for the past 25 years ...

Once a PIN number is typed on the keypad, the machine identifies the user
not by looking at him/her (facial features), but by this number alone. In other
words, even in that moment the object has no awareness of the identity of the
user; it has only an awareness of the identity of the card. Using instruments and
controls provided by the machine, the user is allowed to conduct a specific set
of transactions, as long as the card remains inserted in the slot.

This is not a person-to-machine interaction, but a machine-to-machine
interaction, a transactional activity in which the user is playing the data entry
role, and while the machine performs its actions, just the role of a spectator.

Let’s imagine a situation in which once the transaction is completed, and
the card is returned to the user, the user realizes that he/she needs a higher
amount of cash. In other to obtain more cash, the process described above
needs to recommence. Seconds after a transaction has just taken place, there is
no identity awareness between the object and the user. This is against all social
norms. In any social situation when two individuals introduced themselves to
each other, a number of cognitive and perceptive mechanisms start to work:
our faculty of sight, our faculty of hearing and our memory bank. People store
images in their memory, in order to increase the likelihood of recognizing
images on sight, which speeds up decision-making and the understanding
of purpose. Next time you meet this person you will recognize him. Next time
you come to a place you recognize it as well. How awkward would it be if
we have to re-introduce ourselves to people every time we meet them, even
after a relationship of over 25 years, and more so, minutes after we just had a
conversation? Why is it then, that with all this technology around us, we still
need to identify who we are to places and objects we have conducted business
with before?
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Intelligible trust deals with the social aspects of identity, and the advantages
of people, objects and places trusting the authenticity of people, objects and
places they connected with before. As the Internet of Things ecosystem is
growing rapidly, the profile of security and trust issues will rise, as will the
number of transactions in need of authentication.

THE PASSPORT FOR THE INTERNET OF THINGS

Everything and everyone being potentially connected, and transmitting
information, means that everything and everyone needs a passport for
identification purposes. In this context a passport means a mobile platform—a
hub —in which the user can drag and drop all the applications for which identity
authentication is desired, and from which the user can perform transactions
which are authenticated with speed and simplicity, or pre-authorized by the
intelligibility of the identity.

MISSION CRITICAL PURPOSE

With the massive increase of data exchange endpoints, and the massive
increase in the numbers of identities potentially present in an environment, the
requirement of understanding the mission of each data transaction becomes
critical. By performing a qualitative assessment of the mission critical status
of each transmission, we gain understanding which information exchange
requires identity authentication. Mission Critical refers to the purpose of the
transmission, what it needs to accomplish and if it needs to be authenticated
or not. Advising hosts of the nature of the incoming data will be a beneficial
service, because it means no longer involving a user (be that person, object,
or place) in any decision-making. Functionally, this means screening the
incoming request, determining its nature and criticality and performing the
authentication in the background, while informing the host of the task that was
just completed.

DATA ENABLERS

An object connecting to other objects or places has to result in benefits to people.
This is critical in Wellness trackers, as we are shifting our attention from the
quantity of the data to the quality of the information. The quality —ontology of
the data—must come from a trusted source, or it has no value. The quantified self-
data will be used by any number of organizations to plan and execute strategies,
from dynamic health insurance schemes (more you exercise, less you pay) to
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employee benefits based on tracked activities. The value of this data will increase
if the data is enabled —understood in terms of meaning. The management of
these organized Enabled Data packets is the process by which ultimate benefits
will be reached. The opportunity here is to become a Data Enabler, by collecting
and categorizing data about user activity tied to user identity.

To some of you the Internet of Things as outlined here, and the opportunities
expanded upon, may seem like something that will take place far in the
future, and may have little to do with your business. A couple of questions
are necessary at this point: what is your business? What does far mean to you?
How willing are you to allow the future to just happen, instead of engaging in
the choices that make your organization future proof?

In the next chapter, my collaborator Sergey Kovalyukh discusses the
frameworks that need to be revisited, in order to construct the new mindsets
that inspire organizations into making the future a choice. Forward thinking is
about the adaptive mindset, and attitudes, that will engage the spirit of your
organization into welcoming the opportunities about to exist.

Side Bar to Areas of Opportunity and Themes

PERSPECTIVES IN CONVERSATION

If every person, object and place could speak to one another, what would be the
subject of their conversations?

Person

I am a spectator. I am a judge. I am an actor. I want to be amazed and
I want the power to reject those who would disappoint me. I don’t
want to make mistakes but there is much that I don’t know how to do.
I want to know to what degree I am succeeding. I want to know what
I want to know.

Place

I am impartial and I remember. I have a simple agenda and that is
to enable the experience of those people who come to me. For me, the
journey is one adrift. I pass people and objects as they come to me. I can
only try to perfect myself if I wish to steer for happy waters insofar as
the people who surround me are sated.
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Object

My brand is my personality; it dictates my values and beliefs. Better
than anyone else, I know my powers and my limitations. I understand
what I can do myself, and what I rely upon others to do. When I am set
to task, it is often in combination with others. For that task we become
a team and I only want to be on a team that shares my agenda and will
work well together.

If every person, place and object could look ... what would they see?

Person

I see myself as I want to be. I see things as they affect me. I see only
that to which I can attach relevance. I see not an object but what that
object does for me. The performance of my objects reflects my ability to
choose. I look for new objects when I am looking for better performance.
I see a place in terms of what I can do there and how being there makes
me feel.

Place

I am aware of other places and I can learn from their experiences to
apply their successes to my own growth. I see who comes and I see what
they want. I am aware of who comes; 1 am aware of the presence and
state of all objects they bring with them. I see the web of data that they
trail. The data that they leave, I can store; this is my memory.

Object

I see other objects as the sum of their utility features; I see how they
augment, enhance or contradict my own. I do not wish to associate with
those objects that will prevent me from showing my power and worth. I
do not want my performance to be measured by the inability of another
to work well with me. To this end, I am always looking for those who
will make suitable teammates.

I see people and places as the opportunities that they present for me to
demonstrate my value. The place is my arena and the people are my
audience. I am drawn to those events in which my assets will shine and
my failings will be unimportant.

If every person, place and object could listen ... what would they hear?
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Person

I hear what others can do. I wonder how I can do these things too. I hear
information through ears shaped by experience. 1 listen for information
that increases my understanding of that which interests me. I don’t
want to hear why I can’t; I want to hear how I can.

Place

I hear everything that happens around me. I can hear what happens at
places like me. 1 listen for patterns. I want to hear of frustrations; I want
to hear of successes. I want to hear as much as I can because I seek to
understand the sea in which I travel.

Object

I hear what people want and I know whether I can help. I hear the
complaints of the people who use me. 1 know when the fault is my own
but I can tell when I am being blamed for another’s failings. I hear what
other objects have done and I remember what is useful about them.

If every person, place and object could listen ... what would they say?

Person

I say what I want. I need to be understood. I would ask what I want to
ask and I want to be able to expect an answer. I don’t want to say more
than I am willing to reveal.

All that I do is data; I want knowledge to gain wisdom.

Place

From my memory I can usually find intelligent information relevant
to a current grouping of objects and people. I can analyze their
collected potential, recognizing strong combinations and identifying
any deficits. Beyond identifying these weaknesses I can recommend
alternate strategies to overcome these deficiencies.

I devour data; on a large enough scale this data becomes information.

Object

I say what I need people to understand in order to use me. I do not
withhold any information that could make the performance of my task
easier and more effective. I will tell people anything that has to do with
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the lifestyle that my belief system supports. 1 do not need to tell the
places anything about my people; I understand what they want and I
will find the information they might need.

I search massively compiled information to present relevant knowledge.



PART 4
SOURCES OF MOTIVATION
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Chapter 9
Extrinsic and Intrinsic Motivation

SERGEY KOVALYUKH

Retooling organizations toward new imaginative mindsets, requires us to
revisit existing theories and frameworks of intrinsic motivation, explore
their validity in the age of new value and co-creation, and synthesize a new
framework that captures the changes in the mindsets of individuals and
organizations. Employee motivation is one of the prerequisites of a successful
business, and one of the mysteries that organizational scientists have been
concerned with for decades. A principal in an organization expects employees
to be engaged and dedicated to the activity that they perform. Quite often,
however, this engagement is not deep, with both parties falling pray to a
duality in behaviors, in which what they think they do is different from what
they actually do, and why they do it. Chris Argyris' calls the behaviors based
on publicly declared beliefs an espoused theory or action, and notes that they
may be substantially different from the theory in use—or the set of the actual
behaviors that manifest themselves in the periods of stress. With this he makes
a case that a motivation gap exists and is typical in conventional organizations.
Organizational psychologists look at the inherent employee motivation from
the perspective of the adoption of what is good for the organization, into the
value system of the individual. Most often this is achieved through extrinsic
motivation, together with some conditions intended to internalize and align
external regulations, with the internal behaviors. Ryan and Deci? define
intrinsic motivation as doing an activity for its inherent satisfaction, rather than for
some separable outcome. In contrast, extrinsic motivation is defined as a construct
that applies when an activity is performed for its instrumental value, rather than
simply the enjoyment of the process. The authors further introduce a taxonomy
of human motivation (see Figure 9.1), based on the internalization of the
reward, and argue that given certain conditions of operation, an individual

1 Argyris, C. (1994). ‘Good communication that blocks learning.” Harvard Business Review, 72
(July-August), 77-85.

2 Ryan, RM. and Deci, E.L. (2000). ‘Intrinsic and extrinsic motivations: Classic definitions and
new directions.” Contemporary Educational Psychology, 25, 54-67.
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can internalize external regulation such that it is either adopted, identified or
integrated into the self.

This adoption covers all activities performed with the feeling of pressure
in order to avoid guilt or anxiety, or to achieve higher self-esteem and a feeling
of worth. Identification describes the association of external goals with the
internal value system, such that an individual accepts its regulation as his or her
own. Integration occurs when external regulations have been fully assimilated
into the self. An example of a fully integrated regulation is a child doing his
homework meticulously, because he believes that it will allow him to get a
better job in the future.

The framework is focused on the external behaviors and extrinsic
motivations. It deals with the duality in behaviors by the internalization of
extrinsic regulation, molding the individuals according to the needs of the
organization. This is not surprising since it is the most obvious course of action
for any leader or organization scientist, observing the phenomena of duality
from the outside, and in the boundaries of traditional organizations. From this
point of view there is no doubt that the espoused theory of action has to be made
manifest, while the theory in use has to be suppressed or introjected with the
generally accepted and externally regulated ways of being.

In the taxonomy above, very little attention is given to intrinsic motivation
and its value in organizations. Intrinsic motivation becomes unavoidable
given the networked nature of the contemporary business environment,
and the exponential growth in complexity of problems that the employees
have to resolve. Recent studies® suggest that purely extrinsic rewards set
through ‘if-then’ conditions do not result in increased productivity, when
it comes to problems that require significant amounts of cognition. In these
circumstances, organizations have to realize the multi-dimensional nature of
the problem, and seek ways to tap into the additional creative and cognitive
powers of employees.

A signal of a change in perspective about the role of employee motivation
is the work of Amabile,* who identified two types of extrinsic motivation:
synergistic (motivations that are informational or enabling) and non-synergistic
(motivations that are controlling).

3 Ariely, D., Gneezy, U., Loewenstein, G. and Mazar, N. (2009). ‘Large stakes and big mistakes.”
Review of Economic Studies, 76, 451-69.
4 Amabile, T.M. (1998). ‘How to kill creativity.” Harvard Business Review, 76(6), 76-87.
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Synergistic extrinsic motivation can support and enhance intrinsic
motivation, by allowing individuals to stay persistent with the activity over
prolonged periods of time. A scientific research project is an example of intrinsic
and synergistic motivations in action: the exploratory activities are pleasurable,
and therefore intrinsically motivating, while the overarching goal of making a
scientific discovery is synergistically motivating, which helps get over some of
the mundane tasks, such as data entry or journaling. Lack of control from the
principal/manager reduces non-synergistic motivations. Amabile recognizes
the need to leverage intrinsic motivation, suggesting synergistic motivation as
the means to increase employee engagement with the activity.

Deeper understanding of the nature of intrinsic motivation, cognitive,
behavioral and educational processes associated with it, and the means to
leverage it in organizations are paramount. The objective of this chapter is to
create a framework and taxonomy of motivation focused on the expansion of
the self, through engagement in intrinsically motivating activities and based
on the natural individual propensity to learn. The framework is intended to:

o Reduce the duality in behaviors by marrying the external espoused
theory of action with the actualized and accepted internally driven
theory in use.

i Improve the quality of engagement for the benefit of organizations,
and job satisfaction for the benefit of the employees.

o Increase cognitive, emotional, and the physical potential of

employees and directing it toward the resolution of complex
problems and the co-creation of value in organizations.

Mapping the Motivational Landscape

THE FORMATION OF THE SAFETY SPACE

In the inspirational story ‘The Elephant and The Rope,”” a man, walking by a
bunch of massive elephants that are kept outside of a circus with no cages or
fences, suddenly learns that the only thing that keeps these enormous creatures

5 Unknown author, ‘Short Story: The Elephant and The Rope.” The Unbounded Spirit. Available at:
http://theunboundedspirit.com/short-story-the-elephant-and-the-rope/ (accessed: November
21, 2014).
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from running away is a tiny rope connecting their legs to a wooden post. The
man asks the trainer why these animals make no attempt to run away. ‘Well,’
says the trainer, “‘when they are very young and much smaller, we use the same
size of rope to tie them and, at that age, it's enough to hold them. As they grow
up, they are conditioned to believe they cannot break away. They believe the
rope can still hold them, so they never try to break free.’

The creatures are disempowered to break the rope, oblivious to the reality
outside the circle and de-motivated to explore the space beyond it. Quite
similarly, our lives are conditioned through numerous interactions with the
direct environment. From early childhood we rely on others in order to survive
and achieve whatever is necessary for living.

To deliver on the needs of safety and love, parents craft physical and
emotional environments in their households, in schools and communities,
protecting children from the perceived dangers of the outside world, and
directing their upbringing, making choices on their behalf, based on what
they think is the best for their offspring. This process creates a safety space—an
artificial world protected from the volatility and dangers of the real world. An
artificial environment intended to be fully controllable by the creator.

Unfortunately, while the physical dimension of the space is controllable,
the emotional dimension is not. If left to their own devices, children push to
the boundaries of accepted behaviors, causing trouble and understandable
concerns about their safety and the safety of others. A typical response in
this case is the conditioning through culture and behavioral norms, which
sometimes takes unpleasant forms, punishment, or reasoning through
guilt. Parents enforce expected behavioral patterns by translating their own
cultural norms and the cultural heritage of previous generations, molding the
patterns of meaning of their offspring through ‘if-then’ sets of conditions. With
safety, love and predictability comes an enormous tradeoff—oblivion to the
real world, lack of desire and the inability to operate outside the boundaries
of the safety space. This process inhibits intrinsic motivation and leads to the
development of a duality in behaviors, as individuals try to match self-interest
with external expectations.

Safety space is defined as a space comprising a physical and emotional
environment created by an individual or a group of individuals, that we would
call principal, in order to protect, direct, control, or make use of another group of
individuals that we will call agents or dependents. In this space the principal takes
responsibility over the safety of the environment, making it fully controllable
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Figure 9.2  Map of a principal-dependent (agent) relationship in a safety
space

and predictable, while agents accept their roles, norms of engagement and
expected behaviors, developing persistent patterns of meaning, that assume
the safety space to be an accurate representation of the reality.

Historically, the safety space (Figure 9.2) is the mode of operation of
traditional organizations. The nature of the agent-principal relationship
assumes that the principal takes responsibility for the agents, and guarantees
basic employment standards. The principal operates outside of the safety space,
and maintains the conditions for the employees to operate safely inside, through
extrinsic motivation, keeping them somewhat engaged but disempowered, and
oblivious to their full potential. In a sense, agents trade safety for the ability to
explore and grow beyond their perceived limits.

The Effect of the Safety Space on Intrinsic Motivation

Intrinsic motivation is often referred to as a construct reflecting the natural
human propensity to learn. Learning is successful when the desire to learn
meets the proper medium in the form of new experiences available to the
individual. Since safety space is an artificially constructed environment, the



EXTRINSIC AND INTRINSIC MOTIVATION 147

amount of learning that individuals receive is often limited by the available
information, rather than by the desire to explore. Parents, for instance, can
only share the knowledge, experiences, skills and perspectives that they have
developed themselves—the rest is introduced into the space with the help
of external media, such as TV or the Internet, or it is inhibited with mental
programming, and cultural norms that undermine the value of the experiences.
The diversity of intentionally introduced media, however, is the function of the
principals’ perspectives and such cannot be qualitatively different from what
they already bring into the space—unless principals keep learning themselves.
This creates a vacuum of qualitatively new experiences, forcing the substitution
of these experiences with mental programs.

Similarly, in organizations, the perspectives of the employees are only as
good as the perspective of the management. If an employee develops a larger
perspective than that of management, the Holy Grail of organization—its
structure—is challenged. In these circumstances the employee is left with one
of two choices: be genuine with oneself and leave, or stay, give up and integrate.
The latter means an acceptance of mental programming and a conscious waiver
of the right to learn to management, who may or may not use it for the benefit
of the organization.

Thus, in a safety space, only management—acting as principal—can
truly explore the outside world of reality and bring in new experiences and
information. Individuals functioning inside the space are mainly digesting
what the management has already discovered. For the organization this means
that the propensity of organization learning is the function of the learning
ability of the management, which puts at risk the evolution of the organization.
For employees this means that:

o Experiences are replaced with mental programs. While a program is a
construct of the mind, experience is a set of memories of both the
mind and the body, with an outcome in the form of a statement,
which looks exactly like an ‘if-then’ condition of a mental program.
Moreover, a dense emotional connotation of the program makes
it undistinguishable for the owner’s mind. The program is true
not because of the inputs and outputs of a specific precedent,
but because of the fear and guilt associated with learning. Not
surprisingly, experience is much more productive, as it comes with
additional multi-dimensional data that helps derive new insight,
explore the assumptions, check their validity and applicability to
specific situations. Experiences allow individuals to exhibit more
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mindfulness in the application of the ‘if-then’ conditions, which
results in higher quality decisions and actions.

i Individuals are oblivious to their full potential. Mental models that
individuals develop are reflections of their safety spaces—with a
limited set of possible experiences, and a persistent reliance on
the status quo. There is no desire to explore any of the outside
experiences, since there is no awareness of how it feels to fulfill
the underlying desires. Dependents neither identify themselves
inside the safety space nor have the urge to explore the learning
space (see Figure 9.3). Although the information about these new
experiences may be available conceptually, the mind will attach
no value to them, and no action will be triggered. Insensibility
to the array of possibility is a constraint on personal growth. For
example, an individual with no exposure to people with higher
education will most likely consider it a waste of time: there will
be no meaning assigned to higher education in his/her safety
space. In order to desire it, one needs to experience the outcome. A
university professor, on the other hand, is likely to instill a desire
for education in his kids—by immersing them into university-like
experiences through books, conversations, and people that enter
their safety space.

i Necessary skills to navigate beyond the boundaries are not developed. To
do so, an individual would need to accept the volatility of the real
world and develop the skills needed to deal with it—open mind,
open heart, and open will. Instead, what are encouraged are behaviors
that tend to reinforce the desire to stay in the safety space. These
behaviors include but are not limited to the fear of the unknown,
desire to control the immediate environment, and the need to be on
the safe side in the future. An individual that has surrendered to
the mindset of his controllers, when exposed to the outside world
will most likely collect enough frustration to reinforce his/her fear
of the unknown. This vicious circle creates a force that maintains
the boundaries of the safety space.

As we can see, safety space limits the spectrum of learning experiences and
activities that individuals can choose to engage in at will. An illustration of
the entire experience space is depicted in Figure 9.3. Exit into learning space is a
significant source of the potential energy that is latent in individuals, and in
some cases never explored in their lifespan.
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Figure 9.3  Full experience space

Anindividual that transforms a desire to learn into knowledge, is energized
by both the process, described by Mihaly Csikszentmihalyi® as the state of flow,
and by the final transformation, given the qualitative shift in the individual’s
perspective. Unfortunately, for the reasons described above, this learning cycle
rarely gets completed, and thus the energy of intent is wasted, and the desire to
acquire new knowledge and repeat the experience is diminishing, and can be
completely offset by fear and the need for safety in an adult.

The Need to Break Out of the Safety Space

The safety space is a natural way of structuring the environment in the
context of control and direction. The employees are likely to develop mental

6 Csikszentmihalyi, M. (1997). ‘Finding flow.” Psychology Today. Available at: https://www.
psychologytoday.com/articles/199707/finding-flow (accessed: May 20, 2014).
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models that justify the management’s role of protector, and themselves for
taking on roles defined by management. This structure is inclusive, meaning
that an employee who in turn becomes a manager, as a result of a job
promotion, will most likely create a safety sub-space for individuals depending
on him or her. In the context of a hierarchical organization, a promotion
towards the top of the hierarchy becomes the ultimate understanding of
growth by the employees. It takes a substantial amount of mindfulness and
willpower —qualities rarely developed inside the safety space—to build a
sub-structure of a different nature.

The key implication here is that a hierarchical organization that values
structure more than the intrinsic potential of its employees, does not have the
ability to evolve with the changes in the business environment. Essentially,
the scope of the safety space of the organization, which defines its core
capability and possibility of engagement with the market, is super-imposed
by the founder or the CEO. The employees operate within the boundaries of
the organization, and have little means to shape them. This results in a static
organization, one restrictive to change and incapable of reacting timely to
the disruptions in the marketplace. As a counter example, think of Gmail,
which was created by an employee as a side project within Google, as well
as many other side projects created by Google employees that are now part
of their core business. This would never happen in the highly structured
environment of one of the world’s top banks. Organizations rarely give
employees real power to drive their business or to change the boundaries of
the organizational safety spaces.

Deci and Ryan identified three conditions to facilitate intrinsic motivation
in a structured organization: mastery (or a feeling of competence), autonomy
(or internally perceived locus of causality), and relatedness (or association and
acceptance of values, of a profound individual or a group). These conditions, if
implemented by an organization, allow employees to experience higher levels
of intrinsic motivation within existing boundaries, since they give individuals
room to realize their learning potential. This capacity for growth, however, is
limited by the boundaries of the organization’s safety space. The real capacity
for growth lies outside, in the learning space. To leverage it, organizations
need to loosen up the importance of structure and let the employees break
out of their safety spaces to tap into higher cognitive, emotional and physical
capacities, shaping the boundaries of the organization in conjunction with the
constantly evolving business environment.
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Responsible People Thrive on Freedom, and are Worthy of
Freedom

Our model is to increase employee freedom as we grow, rather than
limit it, to continue to attract and nourish innovative people, so we have
better chance of long-term continued success.”
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Chapter 10
Tapping into the Power of Self

SERGEY KOVALYUKH

Breaking Out of the Safety Space

To cope with the complexity of the contemporary business environment,
organizations need to access a qualitatively different level of cognitive power,
creativity, and intrinsic motivation of their employees. They must let employees
expand and explode to their full creative and imaginative capacity, through a
process of repurposing, and the breakage of the boundaries of their safety spaces.

The safety space is both a mental construct and a physical space with a
management enforcing the boundaries through control and direction. Hence,
to leave the safety space, an individual must deal with the forces, created by the
physical structure of the space and own mental model, or perception of oneself
inside the space. Additionally, necessary skills to navigate in the learning space
have to be developed. The process of self-expansion and exit into learning space
is depicted in Figure 10.1.

SAFETY SPACE  LEARNING SPACE

SUPPRESSION OF EXTERNAL DESTRUCTION OF THE MENTAL
| LULATION | ' FORCES l l BARRIER '
DESIRE EXPLOSION

EXPANSION
(OPENING THE WILL)

(OPENING THE HEART)

CONNECTION TO
' ACHIEVEMENT | ' AUDIENCE ' l THE SOURCE '
PAST FUTURE

PRESENT

(OPENING THE MIND)

Figure 10.1 Breaking out of the safety space
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Essentially, this process consists of the following steps:
i Desire to expand and leave the safety space.
o Expansion of the Self through accumulation of willpower and skills.

i Explosion though the process of repurposing of the self and
destruction of old patterns of meaning.

Desire (Opening the Heart)

The desire to explore beyond the boundaries of the safety space is often
completely suppressed in adults, because individuals are oblivious to the
ways of being outside their safety spaces, and therefore cannot desire them.
An external action is required to instill this desire through initiation. An
individual needs to experience the final outcome—the new way of being,
not just conceptually, but with all the senses, and needs to feel the potential
qualitative shift in the self. The key criteria for an individual’s readiness to
develop desire after initiation, is the positive answer to the question: ‘does it
feel right to be engaged in the activity?’ —or in other words, does this activity
result in a higher energy state.

Practitioners who already achieved the outcome are typically capable to
initiate others through artificially created learning situations, or simply by
sharing their own emotional state, about a specific experience they have had.
Initiation involves empathy and requires the capacity of the heart to fall in love
with the engagement. This is the first step in opening the heart, one of the skills
required to operate in the learning space.

Expansion (Opening the Will)

The next step is the expansion of oneself through accumulation of empowerment
and the development of will. At any given moment in time an individual can
have access to the following three sources of empowerment:

1. Past achievements: a set of completed activities with outcomes in the
form of experiences that were internalized by the individual. These
achievements help understand one’s own capacity for engagement
in comparable activities. An individual develops a skill to evaluate
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the amount of effort required by a new engagement, which is
necessary to assess the challenge of new endeavors relative to
own capabilities.

2. Audience: essentially a support network consisting of friends and
relatives, colleagues or customers, who observe the execution of
the activity and empower the individual through recognition of the
effort. Individuals in the network have to be connected emotionally
for it to become a source of empowerment.

3. Connection to the Source:' engagement in an activity that brings the
emerging future into reality —through a connection with the future
self, someone who you could potentially become, and streamlining
the effort towards the embodiment of this future. The connection to
the future self puts an individual into an expanded state of being,
free of mental conditions and fear. Operating from this state is
energizing and empowering.

Another way to look at these sources of empowerment is that energy for a
project or an activity can be drawn from the people engaged into it, such as
project team members, or the activity itself, if it relates to an emerging future,
or in any activity bringing something new to life, for use by other people,
society or humanity. An individual pursuing an activity gets power from its
embodiment in the physical world, which leads to a reinforcing motivational
program: ‘I can.” Additional power can be drawn from the recognition of the
effort from other people, or through a reinforcing connection with others. Here,
the recognition is not the end goal, but rather the means by which one gets the
required energy for the activity.

A group of people becomes empowering through a deep emotional
connection, which for instance, can be established when individuals share a
common goal or ideology. An MBA school environment is a good example of
a reinforcing group. Students connect with each other and build relationships
of trust, respect and empowerment in their desire to build a strong business
network for their mutual benefit in the future. Another example of a source
of energy that is both an activity that shapes the future, and a connection with
a support group, is the NASA Man on Moon program executed in the 1960s.

1 Scharmer, C. (2007). Theory U: Leading from the Future as it Emerges. Cambridge, MA: The Society
for Organizational Learning, Inc.
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Here, the audience that followed the decade-long endeavor was the entire
nation, as well as a considerable number of people from around the globe.

Explosion (Opening the Mind)

The final step in the process of breakage from a safety space —Explosion —can be
described as a re-connection with the real world. The outcome of the Explosion
is the stance in which an individual is experiencing the present in an amplified
way —observing onboth conscious and subconscious levels the interconnections
of the forces that shape their surroundings. In this state, an immediate future
can be sensed, and one understands that action towards a new destination is
within the boundaries of the individual: it is you who you needs to change to
achieve the outcome.

Why you? To answer this question we need to look at how patterns of
thinking about the reality we observe are developed. John Boyd, a US colonel
and military strategist, studied this phenomenon.? Boyd noticed that while
initial patterns of meaning are often created through analysis and synthesis,
when the system becomes coherent, the effort of the individual becomes
focused inward, at fine-tuning the model rather than re-creating it through a
new cycle of analysis and synthesis. Individuals tend to nurture their existing
mental models by either rejecting disconfirming data, or building bridges
between new data and the existing model to maintain its validity. Boyd further
demonstrates that this inward effort to maintain the model is highly inefficient,
causing the model to disagree with the observed reality. He concludes that the
only effective way to achieve consistency with the observed reality is to follow
the process of ‘destruction and creation.

Destruction and creation, as a process, means that an individual has to
disintegrate existing systems of meaning, by shattering rigid conceptual
patterns causing temporarily chaos, and then performing several iterations of
synthesis, until a new model is created that passes a reality check.

Explosion is not a one-time process. It is rather a habit that one needs to
develop to maintain a connection with the reality. While it clearly needs the
quality of open mind, the prerequisites for explosion are open heart and open
will. Explosion is not only about seeing, it is also about doing, and when it

2 Boyd, J.R. (1976). Destruction and Creation. Fort Leavenworth, KS: US Army Command and
General Staff College.
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comes to one’s senses of the future, it is about trust in one’s own judgment on
how the world will evolve.

Explosion requires loosening mental control over the reality we observe,
taking full responsibility for oneself, connecting with other individuals and
staying with the source of the emerging future. It means playing with the reality,
rather than trying to control it or change it. This requires heart and will —the
qualities obtained during Expansion phase.

The experience of the Explosion is nicely described in shamanism: falling
down into the underworld in order to get back knowing—essentially a
metaphor for the destruction of concrete patterns of thinking that maintain the
safety space, and the re-creation of new patterns that recognize and help one
navigate the learning space. As mentioned before in this book, organizations
need to turn their employees into tricksters—by guiding them through the
phases of initiating a Desire, Expansion and Explosion.

Conditions that Facilitate Intrinsic Motivation

If we refer back to the conditions that catalyze intrinsic motivation, the working
mechanism can be explained as follows:

1. Autonomy: allows actualizing and crystallizing desires for new
experiences. This is often referred to as self-direction. Additionally,
it allows completing the learning cycle and fully internalizing the
learning experiences.

2. Mastery: provides room for expansion of the self through learning
by doing. In addition to perceived competence, mastery should
include the individual skills, denoted by open heart, open will, and
open mind.

3. Purpose: allows connecting with the source of empowerment, being
that past achievements, the audience, or the emerging future.

These conditions, however, do not cover the Explosion step, which is typically
missing from a motivational landscape of an enterprise. Instead, organizations
enforce the barriers of safety spaces to the extent that individuals, who are
ready to break out into the learning space, have no other choice than to leave
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and start their own ventures. This is another reason for organizations to re-
think their structural constraints.

Connecting to the Source

Let us explore the energy potential of the source by looking at different types
of activities in the context of the need for self-actualization.’ The Activity Map
provided in Figure 10.2 captures some of the activities on a two-dimensional
canvas, with the nature of the activity (creation vs consumption) on the vertical
axis, and the relationship to the self (internal vs external) on the horizontal axis.
This divides all the activities that individuals choose to engage in at will, into
four categories:

1. Manifesting a lifestyle: activities that broadcast a certain image to the
audience through the consumption of products, services or content,
for example, owning a Bentley to demonstrate the belonging to a
specificincome bracket, or using branded or otherwise recognizable
products or signage to broadcast the message of belonging to a
specific group (i.e. HOG — Harley Owners Group).

2. Collecting experiences: activities that are directed internally, towards
own experiences, without much concern about the audience.
These activities are driven by the need for pleasurable sensations
and are energized by the fulfillment of the underlying desires, for
example: wine tasting, drugs, hiking, bungee jumping, and various
extreme sports.

3. Becoming a better self: activities that lead to broadening of one’s
perspectives and personal growth, for instance, becoming stronger
through sports, or more mindful through yoga and meditation.

4. Making a difference in the world: activities that shape the future by
creating or obsolescing something in the environment, for example,
having kids, teaching, writing poetry or inspirational music,
entrepreneurship, science and engineering.

Each of these activities is a source of energy with intensity increasing towards
creation and externality. Manifesting a lifestyle leads to a higher degree of self-

3 Maslow, A. (1943). ‘A Theory of Human Motivation.” Psychological Review, 50(4), 370-96.
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Figure 10.2 The activity map

esteem or feeling of emotional connection with specific social groups. Collecting
experiences uncovers some of the learning potential, making the individual
energized. Becoming a better self is focused on qualitative transformations in a
more systemic way, and therefore allows accessing one’s learning potential on
a larger scale.

The largest source however is Making a Difference in the World, which allows
connecting with the future that is about to emerge, and being part of the forces
that shape it. This source becomes even more powerful when reinforced by
aligning it with the goal of becoming a better self, which reduces an inherent
duality in behaviors, and aligns the external activity with an individual’s
propensity to learn.
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Aligning Behaviors through Motivational Objects

Changing the world as a motivational object was the power source in the
question Steve Jobs asked of John Scully, mentioned in the introduction of
this book:

Do you want to sell sugared water for the rest of your life? Or do you
want to come with me and change the World?

While individuals can participate in all of the activities mentioned, there tends
to be a dominant activity driven by an overarching goal, either explicitly
set through a motivational object, or implicitly through past experiences
and conditioning. Both organizations and individuals are better off if this
overarching goal is located on the vertical axis of the activity map, in the zone
of creation, such that individuals are self-motivated to both access their learning
potential, and shape the future of others.

This is a point of equilibrium when the edge between work and leisure
is dissolved with a minimum of duality in behaviors, resulting in maximum
job satisfaction. An individual with a high level of self-awareness, and
truly interested in engineering due to a motivational object framed around
the development of technologies that will shape the future, and around the
learning of new skills to shape the self, should be a highly desirable target
for a technology company. On the contrary, an overarching goal in the zone
of consumption creates an engagement problem together with a duality in
behaviors. Such employee considers work as the means to achieve a necessary
level of consumption.

The Activity Map can be used as a tool to determine the overarching goals
of the employees. Since creativity doesn’t start with a skill or talent, but with
a decision to create,* organizations can move the overarching goal towards
creation using a suitable motivational object, enabling the connection to the
Source and making both organization and individuals better off.

4  Sternberg, R.J. (2000). ‘Creativity is a decision.” In A.L. Costa (ed.), Teaching for Intelligence
II. Arlington Heights, IL: Skylight Training and Publishing Inc., 85-106.
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Redefining Intrinsic Motivation
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Framework of Intrinsic Motivation

Thus, we arrive at the formulation of the Framework of Intrinsic Motivation
in the context of a co-creating organization. The framework is focused on
the expansion of the Self towards the breakage of the safety space, and the
accumulation of the potential energy that can be used for the mutual benefit of
the organization and employees. Organizations provide a media for employees
to grow through co-creation, allowing them to expand and explode their
potential over traditionally accepted boundaries. The transformation of the
desire to learn into a learning outcome, is intrinsically a motivating activity
that allows individuals to experience flow at the time of learning, as well as
experience a qualitative shift in a form of learning outcome, which leads to the
accumulation of skill and energy. This intrinsically motivating activity forms a
loop of Desires —Goals —Motivations — Activity — Experiences, further referred
to as an engagement cycle (Figure 11.1), with new experiences uncovering new
perspectives, leading to new desires that force the individual to the next
iteration of the loop. This Engagement cycle is based on the Behavior Cycle
Framework! illustrated in Figure 1.1 (see Chapter 1).

The depth of one’s desires is determined by the source from which they
originate. They can be rational constructs of the mind, irrational impulses of
the heart, or constructive manifestations of the will. Desires originating from
the heart are considered as those coming from the subconscious.

Desires, which originate from the will connected to the Source of the future
that is about to emerge, are those that are based on stewardship, change
making, and representations of the forces that shape the future. This is the

1 Manu, A. (2010). Disruptive Business: Desire, Innovation and the Re-design of Business. Farnham:
Gower Publishing.
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MINDFULNESS

Figure 11.1 The engagement cycle

deepest level of desires, and the most constructive when it comes to co-creation.
The breadth of desires depends on the level of self-awareness, richness of
perspectives and prior experiences. It increases with the number of iterations
of the engagement cycle.

Organizations can tune-in employees into a specific activity through the
process of Initiation, run by mentors who can let the individual experience the
final outcome of the activity before participating in it. During initiation the
subject feels the resulting outcome of the experience, assigning value to the
prior conceptualizations of this experience. What was purely rational suddenly
becomes meaningful and desirable.

Desires force individuals to set goals. The goals can be either implicit
(subconscious) or explicit (conscious), depending on the level of self-awareness
of the individual. In either case, the goal can be identified using the Activity
Map (see Figure 11.2) to understand the focus of the goal (internal or external,
consumption or creation) in order to forecast the depth of engagement in the
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activity, and the resulting level of the energy outcome. Ideally, the goal has to
be in the zomne of creation with balanced external and internal sources.

Organizations can alter the goals of the employees through powerful
motivational objects, that can be set either for the company globally, or at the
level of an individual specifically. Motivational objects inspire individuals to
set goals that are aligned with the activities of the organization. It has to be
noted, that the goals should be self-selected by the employees, otherwise they
will inhibit intrinsic motivation.

In order to sustain it in the long run, intrinsic motivation needs to be
amplified and re-kindled. This is achieved either by a deep connection with
the audience, being the customer base, followers, or anyone who may see
value in the business activity of the organization, or by a connection to the
source of the emerging future. In both cases, the key feature of a co-creating
organization is the equal right of the employees to connect to these sources. At
Zappos for example, it is not only the head of the company, or the customer
relations” managers, that are exposed to the public—it is at the discretion of
every employee to connect deeply with the consumer. Zappos’ employees have
the right to represent the organization at its best. When it comes to a connection
to the source of emerging future: it is not only the manager who does this, it is
every employee and potentially customers, who take part in this co-creation.
‘We are creating the future’—the famous quote of Steve Jobs says it all. It is not
only Jobs as a principal who creates the future—it is ‘we,” and that involves
every single employee in the process. In the case of Jobs this was not just a
declared statement, the employees of Apple were willing to work 80 hours a
week to fulfill their dream. With the release of the iPhone and the App Store,
this dream was transferred to the crowds as sources of ideas, transforming
Apple into a co-creating organization.

A successfully completed engagement cycle leads to new experiences that
shift perspectives. These new experiences are both at the level of the body —in
the form of sensations that are unveiled by the experience, and at the level of the
mind —in the form of rationalizations and conceptualizations of the experiences
ingrained into the individual’s mental model. A completed engagement cycle
means that experiential knowledge was received. Reflecting on the experiential
knowledge leads to conceptual knowledge that is based on hands-on experiences.
Both experiential and conceptual knowledge create a context of intrinsically
motivating activities, which the individual is interested to participate in. For
example, a cook with a specialty in meat dishes, after the first successful take
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THE ORGANIZATION AS MEDIA

MOTIVATIONAL
OBJECTS
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Figure 11.2 Ideology, fellowship and ethos as media for engagement with
open mind, open heart, and open will

on baked desserts, opens up to a whole new world of cakes, cookies, croissants,
éclairs and tarts. All of these become the areas of interest for future exploration.

Companies can leverage context as a powerful way to trigger intrinsic
motivation, and direct it within the boundaries of strategic goals. As employees
are placed into a context, created by the managers, and are given autonomy in
action, the need for learning and personal growth creates a potential that drives
them towards desires and goals, that are fully intrinsic, and yet are aligned with
the direction of the management. This technique is successfully used by Netflix.?

A Further amplification of the intrinsic motivation is achieved by the
provision of the right media for engagement—an enterprise culture with
prominent Ideology, Fellowship and Ethos (Figure 11.2).

2 Netflix (2009). Netflix Culture: Freedom & Responsibility. Available at: http://www.slideshare.
net/reed2001/culture-1798664 (accessed: June 11, 2014).
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o Fellowship is the medium for connecting with an open heart.
Fellowship is paramount because it lets employees feel a strong
sense of belonging to the group, despite differences in backgrounds
and thinking routines. The latter is expected to increase in the
future with the intensification of professional specialization. As the
knowledge and mental models of the employees become more and
more dispersed, an irrational emotional bond is needed to tie them
together to reinforce teamwork.

o Ideology is the medium for connecting with an open mind. While
fellowship is a medium for irrational emotional connections, ideology
is purely rational. It establishes the commonalities in thinking
routines for individuals with highly diverse backgrounds. Ideology
is the medium for the elements of meaning that is shared among
employees, whether they are designers, engineers, managers or
scientists. A strong ideology is capable of uniting individuals at a
mental level.

o Ethos is the medium for connecting with the open will, through
commitment to the organization’s mission. In the US military for
instance, the necessary level of commitment is created through
the formation of the Warrior’s Ethos, manifested through the US
Soldier's Creed.> The Creed states—among other things—the
intent to ‘always place the mission first” ‘never accept defeat,
and ‘never leave a fallen comrade.”* The Creed creates rules of
engagement that are specifically important in a rapidly changing
environment—when everything else fails—to support strategic
decision-making. One of the pre-requisites of a strong ethos is
acceptance of one’s role in the group, either as that of a leader or a
follower —whether this structure is permanent or temporary. In co-
creating organizations the skill to accept one’s role is one of the key
capabilities of the will. Ethos communicated in the form of a creed is
the starting point in the development of these rules of engagement
and the associated skills.

Open mind, open heart and open will can be considered as dimensions of
personal growth, that are developed through experiential knowledge, that is

3 Loeb, V. (2003). ‘Army plans steps to heighten “Warrior Ethos”.” Washington Post, September
8, A19.

4 U.S. Soldier's Creed. (n.d.). Wikipedia. Available at: http://en.wikipedia.org/wiki/U.S._Soldier
%27s_Creed (accessed: September 2, 2012).
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being conceptualized by the mind. Pure conceptual knowledge received from
textbooks helps understand the world by systemizing and assigning meaning
to experiences. We make sense of the physics of boiling water because it is part
of our daily experience. We observed it while making tea. Many of us know
how it feels on the skin or tongue. It burns. It leaves memories. It is easy to
relate to theories that explain the phenomenon of a boiling point because of our
own experiences of dealing with the substance.

As theories become more complex, we may be in situations in which
conceptualizations donot go hand in hand with experience. In this case, the mind
creates beliefs about the world, beliefs that are not backed up by experiential
knowledge. Whether these beliefs are religious or scientific, they do no good
to the individual in terms of expansion on the dimensions of personal growth.
Conceptual knowledge about empathy does not make anyone feel how it is to
sense another person. Knowledge about gut does not make anyone successful
at making bets on the future events. One needs to start acting on these feelings
in order to develop the faculties of own heart, mind and will —to be able to use
them, rather than being aware that they can be used, or on the other hand being
skeptical about it. Experiential knowledge provides the ground for learning.
Conceptualization of this knowledge is important to achieve repetitive and
valid use of the skills, uncovered through experiences.

Experiential knowledge received as a result of a completed engagement cycle
results in the expansion of the Self, depicted with arrows on the diagram of the
Framework of Intrinsic Motivation in Co-creating organizations (Figure 11.3).

More specifically, the following are the factors that lead to expansion:

o Achievements: a completed engagement cycle leads to reinforcement
of a mental program ‘because I can,” which is empowering and
results in higher self-esteem —the quality of the will —that leads to
the development of willpower. The development of the willpower
is most noticeable when individuals are connected to the source of
the emerging future.

i Destruction and creation:® a completed cycle leads to the refinement
an individual’s understanding of the engagement process. Humans
tend to anticipate the future development of the engagement

5 The term is coined by John Boyd in Destruction and Creation. Fort Leavenworth, KS: US Army
Command and General Staff College.
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Figure 11.3 Complete framework of intrinsic motivation in co-creating
organizations

at the time when it starts. Reconnection and re-evaluation of the
initial expectations, with the de-facto results of the engagement,
helps create an understanding of the real complexity of the cycle.
This further refines personal judgment about complexity for
future engagements—this is a skill of the mind and the will. New
experiences further shatter the persistent patterns of meaning
causing their re-evaluation—the qualities of the mind —that leads
to the development of perspectives.

N Emotional connection: the development of empathy—an ability to
understand and share the feelings of another person —by connecting
with other individuals involved in the engagement cycle. It is most
noticeable when the source of empowerment is the audience, atfected
by the engagement. In addition to empathy, developing the faculty
of the heart helps understand one’s own desires—leading to a
higher quality engagement in the future.
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o Genetic heritage and cultural traditions: the categories that individuals
have to work with in order to reach a higher state of self-awareness.
Genetic Heritage is the individual’s ‘build” or set of qualities that
one was born with, whether this person is aware of them or not.
The phenomenon of build is easy to observe by looking at various
breeds of dogs. Hounds or huskies are built to run. Terriers are
small, active and fearless, which makes them suitable for hunting.
Rottweilers are known for their intelligence and guarding instincts.
A misuse or underuse of the natural abilities of these breeds is
stressful for them, as it seems unnatural. Similarly to how the
differences in breeds of dogs affect their behaviors, the differences
in Genetic Heritage affect human ways of being. Individuals,
especially those operating from safety spaces, are often not fully
aware of their capabilities. Genetic Heritage is not necessarily an
asset, it may also be a liability —something that one needs to learn
to work with, in order to overcome natural weaknesses. In any
case, the skill associated with the exploration of Genetic Heritage
is Self Awareness.

d Cultural traditions: a significant source of potential energy. It
comprises an array of beliefs, behavioral programs and patterns
of thinking, which are built by millions of people through multiple
generations. Most often than not, they are conceptualizations
with no concrete experiences backing them up. Awareness
of these traditions, their exploration and transformation
into experiential knowledge is another source of potential
energy —through engagement cycles that result in all the above-
mentioned learning outcomes.

A single iteration of the engagement cycle may differ in its timeline due to the
scope of the project or the task that needs to be performed to accomplish the
goal. A complete engagement cycle corresponds to a qualitative shift in the
individual, leading to the formation of new experiences that can be treated as
an evolution of the Self. Each engagement cycle increases the energy potential
of the individual, expanding the self-outward as depicted (Figure 11.3) with
arrows. This expansion is essential for organizations, since it provides access
to the latent human capital of the employees. The expansion can be managed
with four magnets: Initiation, Inspiration, Empowerment, and Context. In co-
creating organizations these magnets are used by leaders of the co-creating
communities —those with a higher degree of development on the dimensions
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of open mind, open heart, and open will. Ideology, Fellowship, and Ethos are
designed to create the rules of engagement for everyone, which transforms the
organization from a structural entity into a medium for engagement.

Co-creating organizations designed according to the principles outlined in
this chapter have the following features:

i They value human capital more than structure—in fact, their
structure is dynamic with the ad hoc leader-to-follower relationships,
based on the nature of the specific projects that employee groups
engage in.

o Connections between project teams span beyond the boundaries of
the organization towards the marketplace, creating networks that
incorporate employees, consumers and co-creating individuals
outside of the organization.

o Co-creating organizations operate from the source of the emerging
future. Their mission is related to making ‘the next big thing’
happen in the present moment, which is the reason why they exist.
They make their mission tangible, and share the source with the
network of their employees, consumers and co-creators.

o Less importance to structure does not mean chaos. Employees
operate within the medium of Ideology, Fellowship and Ethos,
which enables them to engage deeply with each other, with other
groups inside the organization, and with the marketplace. They
engage deeply, despite the differences in their backgrounds,
beliefs, professional specializations, positions and titles. This aligns
the goals, motivations and behaviors of the employees with the
organization’s mission.

o To increase the depth of engagement, employees develop the
qualities of open will, open heart and open mind, participating in
projects that are led by mentors, who focus their efforts on both
getting the job done, and helping the employees achieve higher
levels of personal growth.

o In addition to Vision, Mission, and Strategy, that are traditionally the
focus of the Executive Suite, top management is concerned with and
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is required to design the medium for engagement—Ideology, Fellowship
and Ethos—which create the substance of the organization, forming
bonds, and shaping the layouts of co-creating networks.

o The networked nature of co-creating organizations makes the
organization-wide context fluid and dynamic. This lets the
organization be the reflection of the marketplace, with change and
evolution incorporated into its DNA.

o The management of the organizational context becomes another
key activity of the Executive Suite. This activity requires the deepest
level of engagement with the source of the emerging future, the
organization itself, and the marketplace —the engagement possible
only with the highest level of awareness and openness of the mind,
heart, and the will.

o Co-creating organizations can be metaphorically regarded as living
organisms. The level of skill and awareness of the executives should
be such that they can lead change within the constraint of a living
organism, while at the same time trusting that we are the creators
of our own future.

The Redefinition of Intrinsic Motivation

In Chapter 9, I mentioned the following definitions of intrinsic and extrinsic
motivation:

o Intrinsic motivation is defined as doing an activity for its inherent
satisfaction, rather than for some separable outcome.

o Extrinsic motivation is defined as a construct that applies when
activity is performed for its instrumental value, rather than simply
enjoyment of the process.

These definitions clearly do not capture the ability of individuals to be aware
of their intrinsic desires for new experiences, as well as their ability to set
goals directed at expansion of oneself through learning and personal growth.
Furthermore, these definitions assume extrinsic motivation to be the only
valid instrument of engagement, underestimating the scope of learning that
can be achieved if an organization follows the growth and expansion of its
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employees. In order to take these aspects into account, the following definition

is suggested:
Intrinsic motivation is the propensity of an individual to engage in

desirable and pleasurable activities, directed at the acquisition of
experiential knowledge, and leading to a higher energy state.

Table 11.1  The taxonomy of intrinsic motivation

Following Participation Self-induced Change
Growth Making
Desires External, coming Both internal and Internal and Desires are
from the present external, not fully actualized coming from
or past through  actualized and the Source of
other individuals  distinguishable emerging future
or media actualized
through Self
Goals External: maintain  Internal: create  Internal: Become Selflessness and
or achieve a own lifestyle a better Self stewardship
lifestyle towards a larger
goal
Working Energize by Energize through Energize through Channel energy
principle experiencing a collection of a accumulation from the Source
lifestyle, designed ~ wider range of ~ of experiences of emerging
externally experiences focused on future
qualitative shift in
the Self
Energy state Low Moderate High Very-High
Position relative Inside, maintain Inside, expand Inside, focus on  Qutside, in the

to Safety Space the boundaries  the boundaries  the inner world  learning space

The types of intrinsic motivation depicted in the taxonomy are mapped
according to the alignment of the underlying desires and goals with the Self (Figure
11.4). Each of the types can be defined as follows:

1. Following: intrinsic motivation based on external desires introduced
from the outside through other individuals or media. Following is
very similar to integrated extrinsic motivation.®

6 Ryan, RM. and Deci, E.L. (2000). ‘Intrinsic and extrinsic motivations: Classic definitions and
new directions.” Contemporary Educational Psychology, 25, 54-67.
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2. Participation: intrinsic motivation based on the attitude an individual
adopts by taking an active position and creating a set of experiences
that will form a new lifestyle. In participation, learning is achieved
through the expansion of the safety space.

3. Self-induced growth: intrinsic motivation based on an active role
in shaping one’s own personality through learning and growth,
focusing only on qualitatively new experiences, triggering a shift
towards the goal of becoming a better self.

4. Change making: intrinsic motivation based on the individual

actualizing the emerging future through Self, by connecting to the
source with open heart, and open will consciously or sub-consciously.

INTRINSIC MOTIVATION

/,,/ HHH"""\._
| FOLLOWING | | PARTICIPATION | | SELF-INDUCED GROWTH | | CHANGE MAKING |
CONSUMPTION CREATION

ALIGNMENT OF THE UNDERLYING DESIRES AND GOALS WITH THE SELF

Figure 11.4 The taxonomy of intrinsic motivation
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Chapter 12

Leadership, Ideology
and Value Creation

A few years ago, the CFO of a large digital marketing firm, successful by any
financial measure, acknowledged that “we are billing around $80 million a year,
and we don’t know what we are doing. What would our revenue line be if we
knew what we were doing?” All of us might recall meeting corporate executives
that were lacking the insights needed to find answers to their own questions.
Most professionals learn how to give answers to the questions raised by others,
but they rarely know what questions to ask. And this has to be blamed on their
education. Asking the right questions is part of the pursuit of pure knowledge,
and at the risk of generalizing here, business graduates are rarely exposed to
any frameworks conducive to the pursuit of pure knowledge, and to little or no
ideology on the basis of which they should apply in practice marketing methods,
statistics, or strategy. I believe that without an ideological framework, one does
not know why they are learning what they are learning. This lack of knowing the
answer to the question ‘why’ weeds itself into organizations, with the result of
people not knowing why they are doing what they are doing.

The title of this section went through quite a few changes in the course of the
many drafts written for this book, and in every one of these changes, the word
ideology was placed in a different location, either at the end, sometimes in the
middle and only once, when I started writing this book, at the beginning. That
title was ‘Ideology and Value Creation” and it felt a bit too strong, in the sense
that the word ideology was prominent. This anxiety was based on frequent
misunderstandings around the word ideology in the context of enterprise. For
an enterprise, ideology must have the same meaning as politics, in the sense of
being the art of influencing people, aligning them toward a specific goal, which
is shared by a group, and directing their passions and actions toward what
could be possible. This common direction builds the values from which an
enterprise extracts its ethos, energy and creativity.
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From Methodology to Ideology

Why talk aboutideology now, at the dawn of the Internet of Things era? Because
the transformations we face in the very near future require choices to be made,
and choices require sets of values on the basis of which we need to operate.
We are about to engage in the building of new social norms and a society that
would redefine its tools, settlements and structures, expanding its networks
to include everything. On this journey, choices will have to be made every
time new means of human expression generate new forms of engagement,
redefining entire systems of living. Isn’t that pretty much what humanity went
through about 170 years ago, with the beginning of the Industrial Revolution?
It is not by accident that the multinational Bosch is labeling the Internet of
Things ‘the fourth Industrial Revolution’; this label is intended to create a clear
image of the opportunity ahead of us, as well as prepare us for the magnitude
of its challenges.

Redefining how we produce things, as well as the things that we produce,
will also redefine benefits and values for millions of people, making the Internet
of Things a major turning point in history, with every aspect of human life
being influenced somehow. We cannot plunge into this future; we must design
it, and this requires its own aesthetics and its own ethics. This predicament is
not dissimilar to the one faced by the arts and crafts professionals in the late
1800s and early 1900s, a time of transition between the handmade products and
the objects made by industry.

Principles needed to be established to ensure the continuity of human
intent in a machine-made object, and this is how the profession of industrial
design was born.

In the Internet of Things, we are facing a transformation of the same
magnitude, if not larger. This transformation requires that organizations
redefine their purpose, and redefine what is possible. In my view, the quest for
a new possibility in the context of the enterprise cannot take place without the
reframing of its ideology. And this is why I am drawing a parallel between the
industrial design and business professionals: both are relatively new, and born
around the same time, amidst the same concerns. Both have education models
that were molded as a response to these concerns, and in that, they share a
history of reactive acceptance of the outside factors shaping their performance,
as both were lacking at the time of their emergence, a professional code of
conduct, informing a mission based on ideology, rather than market forces.
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It is in education that we can find the seeds of enterprise, so let us look at
the industrial design education model at Bauhaus, the design school founded
in 1919 in Weimar, Germany. Bauhaus' and the movement it created, was
probably the most influential modernist art school of the twentieth century,
whose approach to teaching was connected to the early understanding of the
relationship between society, technology and art. The Bauhaus movement
was concerned with democratizing both the creation and the production of
products and spaces. This meant an appropriate use of material, and trueness
in the use of material in appropriate forms. Bauhaus was also concerned with
the meaning of products created by industrial production, as a counterbalance
to the sameness that might be the result of products made by machines.
Bauhaus stressed experimentation and problem solving, which in the maturing
phases of the industrial design profession, became essential qualities of today’s
design thinking. More importantly, Bauhaus teaching stressed the connection
between ethics and aesthetics, considering morals and aesthetics the same, as
parts of the same consciousness.

The chief success of Bauhaus was making design a ‘tool for industry,” with
both positive and negative consequences. The Positive: a new awareness that
Artbelongs in Industry, and the much needed differentiation of products made
by machines. The Negative: the profession of industrial design after Bauhaus
had no ideology of its own, but rather a series of borrowed frames of reference,
from a spectrum of sources:

o From marketing: the creation of life style, need and want fulfillment,
value added;

i From management: streamlining development and production;

o From communication and branding: product image, company
image/brand; and

o Trends from contemporary culture in general.
Looking at it from all angles, and in as much as the founders wanted it,

Bauhaus’s legacy was not an ideology, but a methodology. The absence of an
ideology might be sought after in many professions, and maybe to their credit,

1 Available at: http://www.theartstory.org/movement-bauhaus.htm (accessed: August 21,
2014).
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but for the emergent profession of design in the mid-1930s and further, post-
World War II, it meant the absence of Ethics.?

This is not a trivial finding, as no aesthetic can exist without ethics—it is
ethics after all, which gives us the values upon which to judge the qualities
of the surrounding world, and our contribution to it as well. This means that
the industrial design profession had, for very long, operated on the borrowed
ethics of others, and thus with the aesthetics of others as well. In the early 1990s,
some designers understood that the profession needed an ethical discourse, as
the ground was shifting toward a world in which sustainability was more than
a mantra, but also a business opportunity. And that discourse opened the door
to psychology, philosophy, and experience design, the beginnings of a whole
new universe for the practice of design practice and its expertise, and a potent
instrument affecting change and the quality of our lives.

Purpose of Enterprise: To Do Good

I see many parallels between the teaching and practice of both design and
business here, which reveal the opportunity to move from ‘methodology’ to
‘ideology,” especially now, as we embark on building the structures of a new
economy and society. Advocating an ideology as opposed to a methodology,
involves asking people to think about the difference between the two. One is
a tool; the other is a way of being, behaving and influencing the world. An attitude.

Ideology is a hard word to swallow, especially for those not versed in
philosophy. So lots of learning needs to take place in connecting the actions of
business to the basics of Ethics, a law of philosophy that deals with the morals
of everyday actions. There is a deep connection between ethics and the actions
of individuals, be they business management consultants, or their clients.
Aristotle calls the first chapter of his Ethics® “The Object of Life’ and starts the
very first line like this: ‘Every rational activity aims at some end or good.” This
summarizes beautifully the purpose of any business enterprise: to do good.

While organizations have this idea of doing good somewhere in their vision
statement, they carry the burden of making it manifest in daily activities. It is

2 Iamnot referring to alack of ethics in the Bauhaus school of design, but to a lack of a prescribed
ethic in the profession that resulted afterwards.

3 Aristotle (1976 [1953]). The Ethics of Aristotle. Translated by J.A.K. Thomson. London: Penguin
Books, 63.
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one thing to have an ideology that inspires your workforce, and something else
to manifest that ideology outward.

In order to be relevant to the world any ethical stand has to be put into
practice, for the benefit of your customers, because ethics that are not practiced
do not exist. And this is the role of leadership, to make sure that the individuals
within the organization are aligned toward the same ideological purpose, can
inspire others to be aligned as well, and all activities make manifest the ethics
of the organization.

The fundamentals of ideology in organizations start with defining core
values and purpose. Core values are the guiding principles that the organization
embraces as vital to their activities. Purpose defines the reasons an organization
exists in society, independent of its reasons for shareholders. Purpose is
not about business strategy but about the value the organizations create in
the world. Core values + purpose = ideology. Translated into a vision, these
become the guides an organization needs to navigate any transition into the
future. Ideology creates the culture of the organization, nurtures its people,
their passions and aspirations, and their capacity for transformation. Without
this capacity, transformation is a chore rather than a vocation.

In essence we are looking at ideas that rally people behind them, and provide
a common vision and mindset. Ideas form the foundation of what people are
about and subsequently of what an Enterprise is about. They shape identity and
within it, they shape strategy. Enterprise ideology is vital to the future success
of the organization because it shapes all activities and an action around an
idea, as well as it empowers individuals toward the same goal. Ideology shapes
the mind and enlists the passion of people involved, it emboldens them and
gives them the energy to pursue goals, informing their actions and giving the
metrics against which the organization measures itself. It is a system of abstract
thought, applied objectively to actions of every day. Ideology in enterprise is
different from ideology in the public or the political realm, because the ends are
different. The ideology outlined in the vision statement creates the attitude that
defines what the Enterprise is all about. These fundamental principles inform
the value systems, providing the ethos of the enterprise.

It is important here to understand the word ideology in the context of the
originating thought, which belonged to Destutt de Tracy. For de Tracy, ideology
is the science of ideas. Ideas are formed as the result of human sensations, and
become something we call knowledge. This knowledge of the world around us
gained through experience creates in us the desire for certain things, which is
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the beginning of change. In his opinion, this is the faculty of will, as will produces
ideas about where we want to go, about new objectives that we like to achieve.
There is a connection between ideas and will, in that we would not have ideas
about how to improve our condition, if we didn’t have the will to do it. It is
from the faculty of will that all our wants and means originate, and with it, the
foundation of the economic system and all of our morality.

Leadership in the Emerging Present

It is essential that we discuss ideology in the setting of behavior platforms,
especially when these platforms will increase in relevance and ubiquity. More
and more of the decisions facing enterprise leaders have to do with politics and
ideology, in the context of ethics just described here.

A significant number of the decisions Facebook or Google are faced
with every day, are in the ethical realm. Facebook has succeeded in defining
a framework that is acceptable as a practice for living, in societies in which
Facebook functions, practices that have a notable social nature, before having
any economic impact. Facebook is all about the social in the realm of the
political; it is about Individual Politics. Facebook pages are a manifestation
of one’s individual politics of ‘how would I be the ideal me in front of my
ideal audience?’

The role of leadership is to inspire individuals into believing in themselves,
and in thatleadership and ideology are connected, as no leader can be functional
without a set of principles that inspire his or her activity. Facebook’s increasingly
political decisions indicates that leadership connected to ideology is much more
important in the behavior economy, than it ever was in the industrial economic
system. In the industrial economy the use of a product or system was left up
to the user; once the purchase was made the manufacturer was rarely —if at
all—involved. This meant that the appropriate or inappropriate use of that
product, for an ethical or unethical purpose, was left up to the individual user.
In the behavior economy, where user engagement is on behavior platforms, the
platform creator is at all times present in the activities that take place on the platform,
and at all times responsible for the ethic being practiced.

In a behavior economy that will soon receive the major disruption of the
Internet of Things, leadership needs to become increasingly ideological and
transformational. This is not just for companies that are directly connected to
the behavior economy by creating platforms, but will apply to every company
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and every organization that wishes to be a participant in the Internet of Things.
Just like the Internet itself was not an option, the Internet of Things is not
an elective; businesses would have a very hard time opting out of this new
environment. One cannot work their way around such a powerful emerging
presence, nor can one ignore it. In the Internet of Things leaders would have
to manage ideas, and the management of ideas is different in the management
of facts. In this new setting, leaders would always be expected to manage the
transition from the present to the future, and without an ideological framework
this transition becomes accidental, reactive, and uninspiring.

Transformational leaders paint a picture of the future, and enlist followers
to get there. The future is a set of questions, some bigger that others. Every
disruption in technology brings with it new sets of questions. This is what we
are confronted with today, powerful questions, leading to powerful generative
ideas. In the emerging present of the Internet of Things, leaders need to be fluent
in the flow of daily life experiences—yes, this means posting on Facebook,
actively participating in all social media vehicles—as deep insights come only
from experiencing life as it is, at this moment.

Before one learns to manage the ‘How,” the “What’ needs to be created, and
that is the art of business leadership in the new context. The art of leadership
is the capability of joining the how with the what, the ‘means’ with the ‘meaning’
in the organized exploration of possibility. See, feel, hear and Understand with
Your Heart was Bang and Olufsen’s development motto in the mid-1990s. As
Sergey Kovalyukh observed in Chapter 11, ‘Redefining Intrinsic Motivation,’
understanding with your heart is the key to true understanding.

No Longer Numbers

It is here, in the role and quality of leadership, that we find the most important
distinction between the behavior economy and the industrial production
economy. In the production model the leader had to be a good manager, a
good planner and a good executioner. The team and its leader were measured
on the value of the execution. In this model, imagination is most of the time a
liability. Ideology is also a liability, as the only matters of consequence were
numbers, and how one met them. The metrics were simple: meet the numbers
and you get your bonus. Meet the numbers meant making the right kind of
product, for the right kind of marketing mix and demographic targets. This
was a time when people were still accumulating products, and were measuring
life’s satisfactions in the number and quality of the products they possessed.
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Transfer now to the behavior economy, where people consume experiences,
and ask yourself what can the leader of the past accomplish. While Larry Page
asks ‘What could be possible?,” the prototypical CEO of the mid-1980s was
asking ‘How Many?’ and ‘For How Much?’

For today’s leaders everything has changed. Today’s conversations
start with questions, not with data. The metrics have changed; the meaning
of words has changed. Amateur, professional, markets, distribution, all
these words now mean different things. We are now moving from the
analog-to-digital economy, and this does not require change, this requires
transformation and transformation is a fundamental revision of direction;
transformation is a job for leaders. To transform means to change something
completely, and usually in a good way. This requires the capabilities of
transformational leadership.

In ‘A Systemic View of Transformational Leadership’ Russell Ackoff* notes
that leadership is not administration, and leadership is not management.
Leadership means an inspiring poetic vision. Leadership means guidance,
leadership means facilitation and encouragement. Leadership is not concerned
with efficiency butitis concerned with effectiveness. Efficiency is value free, while
effectiveness is value full, and is measured by the values of the ends achieved.
Put another way: efficiency is a matter of doing things right; effectiveness is a
matter of doing the right things. Netflix’s ‘Reference Guide on our Freedom &
Responsibility Culture” sets this up brilliantly:

Hard Work —Not Directly Relevant

It’s about effectiveness —not effort —even though effectiveness is harder
to assess than effort. We don’t measure people by how many evenings
or weekends they are in their cube. We do try to measure people by
how much, how quickly and how well they get work done—especially
under deadline ... Flexibility is More Important than Efficiency in the
Long Term.®

Transformational Leaders inspire extraordinary pursuits by giving people the
courage to fail. I tell my students at the beginning of every semester “if you aim
high in your project you might fail to get there, but if you fail, you pass.’

4 Ackoff, RL. (1998). ‘A systemic view of transformational leadership.” Systemic Practice and
Action Research, 11(1), 23-36.

5  Netflix (2009). Netflix Culture: Freedom & Responsibility. Available at: http://www.slideshare.
net/reed2001/culture-1798664 (accessed: June 11, 2014).
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Art Not Science

For Ackoff, leadership is closer connected to art than it is to science, because
art inspires, and allows people to imagine things. Art provides inspiration and
connects us with beauty, which in turn inspires us to seek for more beauty. Art
also entertains and opens into us windows for new possibilities. This is also
the main role of leadership, to inspire individuals into believing in themselves,
into believing that they can always transcend their latest achievement.
Transformational leaders understand that within each individual resides in
enormous possibility, and they set out to release it. Transformational leaders
have the courage to lead in times of change and transformation, and the courage
inspires courage in others.

Giving people the ability to dream about a better future takes more than
persuasion. It requires the ability to open people’s imagination to a new realm
of possibility, and to empower them to get there. What better way to get people
to engage in the search of possibility then to inspire them to participate on a
transformational journey, in pursuit of long-term ideal objectives? Articulating
long-term ideal objectives, and visions for the future is a product of the creative
mind, which makes strategy an artifact of art. And this makes those leaders
who create them artists.

In the next two chapters, my collaborator Carl Hastrich explores the
influential leaders who built visionary enterprises, and attempts to define the
desired leadership qualities for the future of the behavior economy.
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Chapter |3

Leadership in the Behavior
Economy

CARL HASTRICH

New models of value creation, on digital platforms, shaping new experiences
and information flows, drive the emerging business paradigm of the behavior
economy. In this marketplace new competitive spaces for businesses are
emerging rapidly, disrupting the established models, with new billion dollar
companies being built around technologies that barely existed a decade ago.
These companies emerged by enabling new engagement models, taking
advantage of behaviors that did not exist prior to their invention.

These new ecosystems of interconnected data, and the platforms that
host their activities, transform information into desirable experiences that
are fundamentally disrupting the status quo economic model of production
and consumption. As discussed earlier in this book, generating revenue by
producing an item that someone hopes to ‘have’ is no longer enough, and
has not been enough for a number of decades. The behavior economy is now
transforming every facet of daily life, where producing an experience that
someone desires to ‘be’ involved in creates value (Figure 13.1).

As the economic landscape shifts from a linear industrial archetype to
a networked behavior model, the thinking of a high-impact business leader
requires intellectual sophistication like never before. In the next couple of pages
I will examine leaders who have built companies around visions of the future,
in order to identify core attributes that should be developed in future leaders of
the behavior economy. Three questions guide this examination:

o Who are the influential leaders shaping the behavior economy?
o What is the future of leadership in the behavior economy?

o What are the desired leadership qualities in the future behavior
economy?
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Figure 13.1 Modes of consumption

Disruptions and the Behavior Economy

There are deep shifts occurring within businesses globally. As traditional models
of generating revenue from the sales of products through linear channels are
being challenged, it is no longer enough to squeeze efficiencies off production
lines to remain an industry leader. New forms of value must be created through
compelling and engaging experiences, enabled by the information flow and
technology that bridges digital and physical worlds. While margins shrink in
traditional companies based on the extraction economy, organizations that
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build and enable digital platforms for individuals and businesses, enjoy high
margins and dominant market share

The leadership of companies grounded in the industrial consumption
economy did not need to be philosophers making sense of their world. They
were operating within proven linear models, which have been refined and
perfected by leaders focused on management and maintenance. Much of the
literature written on the subject of leadership focuses on the practices and
skills required in building and managing teams within established companies,
but there is a gap of research into the leadership qualities of individuals that
build businesses around visions of the future. Yet, some of the best examples of
such organizations are familiar names, right in front of us: IBM, Apple, Tesla,
Lucasfilm and Google.

IBM transformed its own business by integrating new capabilities in the
information technology industry, capabilities that they themselves invented,
and that other companies almost used to push them out of business. Apple
built an ecosystem of innovations and experiences that transition seamlessly
between the physical and the digital, with each product or software further
integrating and reinforcing these behaviors. Tesla approaches automotive
design as if it were developing a software application, blurring the line between
product and service, leveraging every innovation as a node in a network of
integrated technologies. Lucasfilm sold for $4.05 billion predominantly due to
characters and stories rich with potential future experiences. Google appears
to have just begun leveraging the network of technologies and businesses it
has created, seeking ever-increasingly ambitious goals, as it continues forward
without any clear competitor to the search business it helped create and define.

Behind each of these companies are individuals with strong visions, and
a deep capability for pulling together opposable forces of disruption and
integration, by sheer willpower, and a desire to achieve a driving purpose.
In many cases, short-term business success was merely a step on the path
towards deeper goals. A philosopher powered by the results of constant
entrepreneurialism, Elon Musk has repeatedly sold successful companies to
finance speculative longer-term technologies. Others were almost brought
down by their own power to disrupt. Both Larry Page and Steve Jobs required
time away from their own creations, in order to evolve into leaders capable
of integrative thinking. The stories of each of these influential leaders are rich
with insights into what is required to be successful and influential in the new
behavior economy.
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Understanding the unique attributes of the individuals capable of
maintaining foresight over time, while implementing innovation daily,
requires a framework for categorizing the desired leadership qualities that
must be developed. This framework can be used to identify leaders with
high capacity for foresight innovation, and used to develop further tools for
personal development.

The Attributes

LEADERSHIP AND SYSTEMS THINKING

In the behavior economy, value is non-linear, and relative to the size and
quantity of experience nodes and the behaviors enabled across the network.
The flows of experiences, and specifically the people interacting with the
platform, are the primary source for value extraction. While clear in theory, the
navigation and creation of emerging systems requires new tools for defining,
articulating and delivering opportunity that are at conflict with the archetypal
business narrative.

A system is a sum of multiple elements that when combined will result
in functions that cannot be achieved by any of the elements on their own.
Linear businesses divided into functional units, can operate as weak systems,
where elements—functional units—can be bought, sold and traded on the
marketplace as isolated entities. In the Pharmaceutical industry for example,
individual drugs are managed as an isolated business due to regulatory and
administrative requirements. This makes it possible for companies to purchase
drugs from competitors with little business integration.

In the behavior economy, value is created by the emerging functions made
available by increasing the number of elements and relationships within the system.
Increased value occurs through the integration of technology and platforms in
order to activate desired experiences. Google is currently buying businesses
from diverse areas such as home appliances, robotics, artificial intelligence and
energy capture, as it works to develop an integrated system of technologies
focused on enabling behaviors that improve the quality of life for connected
people across the world.

Apple’s iPhone is a defining product of the behavior economy, both for
what it has enabled and for how it came to existence. To develop and bring the
iPhone to market, Steve Jobs and Apple required a network of partners that
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included traditional vendors, collaborators and even competitors, all of whom
gained direct and indirect value through the development of the product/
platform. This network included:

o AT&T, who agreed to the unique revenue model that made the
product affordable.

i Samsung, a competitor who provided the chips to run it.

o Corning, a glass manufacturer searching for new markets through
internal research and development.

o Motorola, whose Rokr E1 Apple iTunes mobile phone gave Apple
the opportunity to learn how to build a cellphone.

. Apple’s internal suite of products and capabilities including the
iPod and iTunes.

Much has been written about Steve Jobs and his ability to craft the vision that
brought many partners to the table. This level of vision and determination will
be required more and more, in a behavior economy that requires interconnected
products and services as a default. Integrated innovation will be a core
requirement of businesses, and the future valuation of businesses will include
the internal portfolio of products, services and platforms and their connections
to external enablers.

To define the ideal qualities of a leader in the behavior economy, we must
first look at what leadership means in the context of transformation, and
we must differentiate leadership from the day-to-day administration tasks
of management. Russell Ackoff, cited earlier in Chapter 12, defines' three
levels accordingly:

Administration consists of directing others in carrying out the will of a
third party, using means selected by the same party.

Management consists of directing others in the pursuit of ends using
means both of which have been selected by the manager. (Executives are
managers who manage other managers.)

1 Ackoff, R.L. (1998). ‘A systemic view of transformational leadership.” Systemic Practice and
Action Research, 11(1), 23-36.
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Leadership consists of guiding, encouraging and facilitating the pursuit
by others of ends using means, both of which they have either selected,
and the selection of which they approve.

A fundamental difference between management and leadership is the ability
to articulate and motivate others toward desired end goals, which encourage
individuals to overcome challenges and roadblocks. Ackoff deliberately
describes leadership as an artistic and aesthetic pursuit, reinforcing intangibles
and intuition as a required capacity. These attributes further reinforce how
difficult it is to endow desired leadership qualities to individuals, through
traditional training and linear methods.

The leaders mentioned in this chapter have been chosen for the lessons they
reveal in maintaining an intuitive vision of their enterprises, while empowering
others to implement complementary visions in a way that generates ongoing
value. The businesses they have created are highly systemic, achieving sizable
success due to their integration of multiple technologies.

INTEGRATED INNOVATION AND FORESIGHT

The behavior economy is an emerging, constantly shifting landscape. This
requires senior leaders to take action without clear precedents upon which to
compare their decision. Businesses driven by high strategic value are those
whose products, services and platforms have actively shaped the future, and
created new places in the market from which to generate revenue. Strategic
foresight as a methodology for creating strategic value is increasingly
required for integrating the various threads of new technologies and
emerging behaviors.

When researching this book we looked at leadership in organizations that
have succeeded because of their ability to integrate innovations that embodied
visions of the future. Each of these leaders has had to respond to an emerging
market, often one that they created. The core business model of IBM revolved
around information technology products, tailored to customers prior to Lou
Gerstner stepping in as CEO. As IBM was disrupted by their own rapid
advancements of technology, it looked like they were too big to adapt to the
market. By understanding what could be achieved when integrating in-house
innovation teams and focus, and seeking to understand the new behaviors of
the market place, IBM transformed into a cohesive platform for offering value.
IBM was turned around in two years from a leviathan about to be chopped
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into discrete parts, to an integrated forward-facing business that shaped the
business landscape around it.

FIVE-POINT LEADERSHIP

A five-point leader is motivated to build relationships between people and
ideas to achieve a driving vision. They are capable of capitalizing on markets
that don’t yet exist, by building a billion-dollar business from an ecosystem of
ideas: products, services and people that shape a desired future. A five-star
leader is a rare breed, a unique blend of contrasting forces, disruptive and
integrative, entrepreneurial and philosophical, held together by a desire to
pilot directly into stormy uncertainty.

A five-point leader offers many lessons for anyone struggling to connect
the dots and make sense of emergence as opportunity; they show the skill of
holding onto the bigger picture, no matter how unattainable it may seem, while
being driven to execute on the immediately attainable goals.

Contrasting Force No. I: Disruption and Integration

Disruptors are passionate for new ideas, especially anything that breaks an
established norm. For Larry Page this passion could almost have been his
downfall, as his disruptions within the company structure backfired and
his desire to ‘kill the advertising industry’ could have removed his primary
income source.? Lou Gerstner will never be celebrated as a disruptive innovator
of products, but it was his comfort at challenging what IBM was and could be
that made it possible to transform the company quickly and successfully. Elon
Musk’s design brief to car designers demand that every opportunity be taken
to leverage unique capabilities. Where space is freed due to the electric engine,
more seats are demanded, challenging typical definitions of sedan v. minivan.
Disruptors can be dangerous, they can be compelled to break and destroy,
and get so lost in the pleasure of pulling something apart, that they forget
to reassemble something of value at the end. Lacking disruptors encourages
ongoing commitment to outdated thinking. Senior leadership at Blackberry,
then Research in Motion, failed to challenge internal assumptions and quickly
found themselves following a market that they had established.

2 Carlson, N. (2014). ‘The untold story of Larry Page’s incredible comeback.” Business Insider,
April 24. Available at: http://www.businessinsider.com/larry-page-the-untold-story-2014—4
(accessed: July 18, 2014).
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Figure 13.2 Disruption and integration

Integrators focus on the connections between ideas, building the
ecosystem that enables the core idea. Steve Jobs was able to build an ecosystem
of products and services that enabled many different disruptions to work
together. George Lucas built a sprawling physical space to enable the many
different research and development arms to work together and leverage one
another’s value. As Larry Page becomes CEO, he is focusing on the value of
collaboration rather than competition, in an increasingly non-linear business
space. Integrators rarely get the same celebration as the dynamic force of
disruption, but it takes the integrator force to assemble things of value, out of
uncertainty and disruption.

Disruptors and Integrators are both builders, but what they construct is
very different.

While George Lucas was compelled to build a company to achieve a
creative passion, leaders driven by technological innovation were the founders
of Motorola. All three leaders of the Galvin family dynasty at Motorola were
enablers of technology, active at disrupting the marketplace, but poor at
integration. Bob Galvin was well known for creating a highly competitive
internal environment; it was often called the era of warring tribes, where
division heads and functional managers fought one another openly for
lucrative financial rewards. While the digital network was being pioneered
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by Motorola’s research and development, the mobile handset department
remained analog, arrogantly ignoring the start-up companies embracing
the competitive technology. Motorola has since been deeply disrupted by
the behavior economy, because no strong integrator leaders were found to
pilot changes.

Contrasting Force No. 2: Entrepreneur and Philosopher

Philosophers are concerned by the end state of a vision, Elon Musk worries
about the future of mankind, George Lucas worries about creative freedom, and
Larry Page literally dreams of how to make sense of the world’s information.
These end goals are ambitious, aggressive and most importantly, fixed in place.
That the vision itself is not negotiable is one of the core features that make a
five-point leader so valuable and difficult to work against. It is the philosophical
dream, considered a tangible possibility, that empowers these leader and others
around them, to tackle impossible challenges and achieve them.

Entrepreneurs are nimble and opportunistic, with the ability to exploit
the services, products and technologies that emerge around them. Lou
Gerstner was capable of adapting IBM’s strategies as new opportunities
emerged, through internal growth and restructuring; George Lucas built
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an empire of industry-leading services from the technology developed for
his own creative purposes, and Steve Jobs was able to craft unique business
models to capitalize on emerging behaviors made possible through Apple’s
product development.

Balancing the contradictions of unyielding passion, combined with
opportunistic flexibility, makes it possible to transform possibility into reality.

Entrepreneurs and Philosophers are both compelled by vision, but each has a
different scope in mind.

Binding Force: Pilot

Pilots are required to navigate through uncertainty, taking the lead by making
quick and timely decisions that have long-term consequences. They will always
need the engineers and mechanics that build and maintain their aircraft, but
they are not afraid of getting their hands dirty and engaging in solving specific
problems. Pilot is the binding agent as well as the catalyst and provocateur
of the other forces, preventing them from being locked against each other in
tension (Figure 13.4). When Tesla faced financial and technical difficulties it
was Elon Musk who positioned himself as CEO, investing his own money, and
involving himself directly in building solutions.

QUICK TO DELIVER FEEDBACK

UNCOMPROMIZING IN EXPECTATIONS

DETERMINED TO TAKE RESPONSIBILITY

Figure 13.4 Pilots



LEADERSHIP IN THE BEHAVIOR ECONOMY 195

Steve Jobs was famous for engaging directly with ideas, obsessing and
sweating every detail, and leading from the front. Lou Gerstner transformed
IBM by leading the change personally; his physical presence proved to
managers that conventional practice would no longer be enough to take them
to a new destination.

Opportunities in Leadership

These are the starting points for developing Five-Point leadership leading to
the creation of strategic value, through actions that will:

o Reframe your business activities to align with the emerging
behavior economy.

. Use the Strategic Value Framework to self-assess and provoke an
ambitious innovation mindset.

o Use the Five-Point Leadership Framework to provoke professional
development and business strategy.

These actions will be the answers to the question: How do [ frame my business in
the Behavior Economy?
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Chapter 14

Participating in the Behavior
Economy

CARL HASTRICH

How do I frame my business in the Behavior Economy? This question is a good
starting point for further exploration. The goal is always the delivery of strategic
value. To do so it is important to define the need for new tools, activities, and
collaborative opportunities for strategic alignment.

Reframing your Business

The underling mindset is one of understanding one’s product or service offering
asabehavior platform for a compelling experience. In the behavior economy, you
make platforms, not products. That is not a cell phone; it is a behavior platform.
The lack of understanding a broader service as a platform is fundamental to the

POWER DRILL HOME IMPROVEMENT PLATFORM

CONTENT DELIVERY PLATFORM

PERSONAL TRANSIT PLATFORM

Figure 14.1 Secret product identity
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failure of many businesses, leaving them open to disruption by companies that
understand and speak to the core behaviors enabled by platforms that make
other products and services obsolete. There are many ways of articulating the
behavior at the core of an offering. It can be thought of as a secret identity,
a hint at a deeper super power that needs to be harnessed (Figure 14.1). To
provoke innovative thinking, the next opportunity is to explore diverse ways
for delivering that platform. Two key themes should be considered:

Defining your Platform Characteristics

Centralized v. Distributed: Your platform can be tightly controlled and curated,
using a centralized platform to ensure high quality control, such as LucasArts.

DISTRIBUTED AND SOFT

C
‘\T_

OPPORTUNITY 2
Tightly curated, opened to collaborations with
content producers who must pass quality standards

¥ ALINNLYOddO

CENTRAL AND SOFT

aq ued jey} sjoo} jo uawdojpnsq

DISTRIBUTED AND HARD

4---------------------------------

Development of specific tools, delivere
through partners on multiple channels.

OPPORTUNITY 3

's1apiaoid [auueyd pue s1asn Aq paziwoisnd

OPPORTUNITY 1
Tightly curated, internally owned, and delivered
as one seamless experience

CENTRAL AND HARD

Figure 14.2 Platform options



PARTICIPATING IN THE BEHAVIOR ECONOMY 199

Alternatively, an open and flexible platform can distribute and integrate across
multiple channels, the core strategy of Google with the Google Search Bar and
Android platforms (Figure 14.2).

Hard v. Soft: Hard platforms are fully integrated into the physical devices used
to access them, ensuring a consistent experience throughout; Apple is the
biggest driver of hard platforms. Soft platforms live on any physical device,
such as Facebook.

These make up four potential opportunities for platform design and interaction
to consider, as can be seen in Figure 14.2 on the previous page.

Reinforcing your Innovation Pipeline

The central question creating a continuum of innovation is: What behaviors
are you reinforcing or retrieving with your innovation? The behavior economy
encourages investigation into how people interact and engage —I want to be on
Facebook —rather than what individuals have and use.

Reframing your Competition

Focusing on your competitor’s rival technology specifications comes at the
expense of understanding emerging behaviors. You will be disrupted more
by a competitor providing experiences that transform core behaviors, than
you will by new technology innovation. Those new sensors on that wristband
are transforming peoples’ commute time into a personal fitness opportunity.
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That is not a new function; it is an enhanced life experience. My competitor is
transforming experiences (see Figure 14.3).

The questions that need to be answered:
o How do your offerings compete with these transformations?

o What behaviors are/could you be transforming with your innovation?

Reframing Collaboration
When everything is interconnected, the line between competitor and collaborator
is extremely thin. Individuals don’t care who provides the experience, but they
will remember the strongest story.

The questions that need to be answered:

o How can you and your competitor partner create a combined experience?

o How does it extend your core story?

Use the Strategic Value Framework

A clear vision of the future requires a deep understanding of strategic value. The
ability to concisely articulate how your product positions in the marketplace
and how key activities will shape a desired future is required for strong
leadership. The questions below offer a starting point for leaders to reflect on
their understanding and articulation of strategic value.

o How do I assess the strategic value of my products and services for
the future?

o How is success defined for this particular project or idea?
How do you define success influences that your team will pursue or prevent.
i If there are clear, linear metrics for measuring your offerings against

competitive products or industry benchmarks, then your innovation
fits in the ‘Fill a place’ category and has low strategic value.
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o Filling a place does not encourage creative thinking. If you are in
a feature race with competitors, it is impossible to build a unique
identity in the market place. It is important to continually question
and challenge opportunities for differentiation.

Encourage a Safe Space to Develop Metrics

The e-business strategy emerged at IBM from capabilities developed internally,
in a safe space to explore new ideas, measured against new metrics. The
Emerging Business Opportunity Division was set up to understand how
different markets could be approached, allowing leaders to debate and
speculate over what metrics would define success in the new market area, and
how to plan according to new information.

° To boost strategic value, look to where you think this market
position is moving, and look for new metrics that would challenge
the status quo. Instead of using sales metrics, capture information
about how your product or service is being used: number of users,
frequency of use, and duration of use. Is it possible to understand
the purpose of the user and their motivation?

o Instead of market share, which can reinforce a narrow focus, can
you capture information about the shape of the market: size of
overall market, health of overall market, and identify peripheral
and overlapping markets that may play a greater role in the future?

Identify what Success will Enable

‘Creating a place’ in the strategic value matrix requires a forward-focused
mindset to understand what success will enable. During the development of
activities that ‘Create a place’ success is often a moving target that needs to be
refined over time. The challenge here is to be comfortable with the ambiguity
involved, and openly encourage debate when interpreting success. There is an
opportunity for soft metrics that focus on the ideology driving the business,
emphasizing the potential and influence to shape the market.

For George Lucas, increased capacity in producing special effects enabled
increased creative control. LucasArts created its own place in the market in order
to deliver on a personal vision. If the vision is creative control, then the new
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metrics for measuring success might include reducing the number of partners,
and decision makers required to deliver on innovative new projects.

For Elon Musk, every iterative technology development within electric
vehicles is an opportunity to differentiate in the market. Removing the fuel
tank provides an opportunity to add more seats in a sedan, blurring the line
between mini-van and sports car. A strong vision seeks to maximize the
potential of every iteration, small or large, and to deliver on the core purpose.

The questions that need to be answered:
o When describing your vision, how do you define what success will enable?

o How are individuals being rewarded for identifying opportunities to
reinforce strategic value during the development process?

Fostering a Culture to Shape an Ideal Future

At the core of generating strategic value is the active pursuit of a declared
desired future. A clear philosophy of the future is required, along with
the entrepreneurial capacity to capitalize on the opportunities towards
that destination.

It is difficult to categorize whether an idea ‘Reacts to the present’ or ‘Shapes
the future” without hindsight. While Google’s search algorithm was a reaction
to the poor tools available to early web users, it was also a desire to shape the
future according to the deeper vision to make the world’s information more
accessible. Creating a desired future requires a clear vision, while recognizing
that multiple ideas that solve existing problems in the present will be required
to create a pathway to the desired destination. Making search faster and more
likely to identify relevant results (Google search) is actually about transforming
data into quick and enjoyable daily experiences (Gmail, YouTube), which
reinforces the core revenue platform (Adwords).

To identify strategic value according to an impact on the future, questions
need to explore the broader potential of your ideas (Figure 14.4):

i Is the idea focused on solving existing problems (react to the present) or is
it about emerging behaviors or experience (shape the future)?



PARTICIPATING IN THE BEHAVIOR ECONOMY 203

REFRAME YOUR

COMPETITION

REINFORCE .. ST:ff;GIC SHAPE THE

INNOVATION . VALUE FUTURE
DEFINE REFRAME IDENTIFY

PLATFORM COLLABORATION -. SUCCESS

REFRAME YOUR DEVELOP NEW
BUSINESS METRICS

Figure 14.4 Participation matrix for the behavior economy

o How do you describe for your audience the ideal future, in which you are
a highly relevant and successful business?

o What value is created by the sum of the parts and the integration of your
products and services, rather than each one in isolation?

Becoming a Five-point Leader
BUILDING THE CAPACITY TO NAVIGATE THE FUTURE

It is easy to fixate on the individual who makes the tough calls, turning high-
risk into high-returns, with products and services that revolutionize the game
(Figure 14.5). It has been reinforced multiple times that the path is never linear;
Steve Jobs was booted out as the leader of Apple Corporation before truly
returning as the pilot that everyone now celebrates. Larry Page has grown into

Figure 14.5 Becoming a five-point leader
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this position, and Elon Musk was forced into the role when Tesla was in dire
straits financially.

To rely on finding an individual that encompasses the entire five-points
spectrum of leadership is dangerous and unrealistic. Tim Cook is never going
to fully replace Steve Jobs, and Apple is showing that successful leadership can
also involve a team of individuals that play essential roles to perfection.

Five-point Leadership takes time to develop, requiring a balance of strong
individuals and capable teams. Here are a few ways of doing it:

OPPOSABLE FORCE NO. I: DISRUPTION AND INTEGRATION
Pull it apart, put it back together, repeat ad infinitum.

The recurring theme of all Five-Point Leaders has been the ability to
constantly embrace change, feeling free to challenge the core business model
according to emerging technology and capabilities internally and externally.
In all cases, senior leadership has been the bridge between Research and
Development, to Sales and Marketing. Whenever there is a gap between these
two departments, businesses have collapsed. Steve Jobs took it to the extreme,
building a highly protected bunker where the long-term strategy of Apple was
discussed and debated, surrounded by the latest prototypes.

Business strategy questions

o What would disrupt your core business? How could you integrate it as a
new service or platform?

o What would disrupt your industry? How could your services and
platforms shift into different markets?

For Tesla it is not yet clear whether they are an automotive manufacturer, an
energy provider or a technology service provider. Investors believe Tesla is rich
in potential due to the many differentinnovation fronts (disruption) with aleader
with a track record of transforming opportunities into success (integration).

Internal innovation integration questions

A culture that defends the status quo will always be blind to new ideas.
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o Can your sales and marketing units’ position and respond to new ideas?
o Is there a pipeline for transforming insights into opportunities?

o Are you future proof?

o Who is incentivized to look at the long term?

o Who is rewarded for making these connections?

OPPOSABLE FORCE NO. 2: PHILOSOPHER AND ENTREPRENEUR

Tell a story, dare to dream and speculate, but be ruthless at delivering something
of value immediately.

Google is growing stronger as the internal divisions increasingly work
together. The enormous and ambitious vision of their senior leadership is
actively engaging each division, and they work with one another. Android,
the Autonomous Vehicle and Calico (the emerging health services division) are
ambitious visions that require wide collaboration within the company in order
to deliver on their promise. During the journey of transforming vision into
reality, multiple business opportunities are emerging and Google will need be
ready to capitalize on these.

Business strategy questions
Ask frequently:
o What is the dream?
o What are the first steps to achieve the dream?

o Who else would benefit from those first steps?

o How do you build internal capacity to recognize and maximize
opportunities as they emerge?

Internal innovation integration questions

A narrative is required to foster alignment and encourage participation.
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o What is the human story?
o How do people internalize the dream?
o How is the dream connected to day-to-day activities?

i Who are the champions for reinforcing this connection and revealing the
implications of drifting away from the vision?

The Binding Force: The Pilot

Turbulent times call for clear vision, quick decisions and someone compelled
to take control.

It is clear that a Pilot is required to steer the company through difficult
times. This needs to be someone with a clear capacity for holding on to the
vision, while making quick decisions that impact the present. Without a leader
who clearly owned product development, Motorola was unable to develop a
market position. The split leadership at Blackberry (Research in Motion) led
to stalled decisions during key, difficult times with catastrophic outcomes.
Apple drifted without Steve Jobs to pilot the company in a clear direction as
competitors pushed ahead, and Google has always supported Larry Page as a
pilot, providing a safety net through Eric Schmidt’s role as CEO.

PILOT ASSESSMENT QUESTIONS:

o Who will set the direction and the criteria for success when there are
multiple paths forward?

o Who will hold everyone accountable to high standards and expectations,
while inspiring individuals that hard work is important?

o Who will take control when the company hits turbulence?

o Are there pilots in place at key levels internally?



Afterword

The economic model promoted in this book and exemplified by current behavior
platforms, is a model where behavior is the only goal of our actions. We expect
no other gain when engaging with Facebook; we just expect to be allowed to
define ourselves, in our own words and images. On these platforms, there is no
value assigned to any of the technical specifications of the system, and users are
looking only at the capability of the platform to be the bridge between who they
are, and who they want to be, in the eyes of their community. The value users
seek here is the value of a moment in time, a moment in which the individual
has the opportunity to expand and transform the self, by broadcasting to others.
In this model, intrinsic motivation is the key to participation and engagement.
In the Introduction to this book I stated that it is reasonable to add now that it
will do so not because it can, but because our motivation will demand it.

Alexander Manu
Toronto
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