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S+B’s Top Shelf
The Future
Yochai Benkler, The Wealth
of Networks: How Social
Production Transforms
Markets and Freedom
(Yale University Press,
2006)

Negotiation
Roger Fisher and Daniel
Shapiro, Beyond Reason:
Using Emotions as You
Negotiate (Viking, 2005)

The Business of Defense
Robert Young Pelton,
Licensed to Kill: Hired
Guns in the War on Terror
(Crown, 2006)

Economics
Michael J. Mauboussin,
More Than You Know:
Finding Financial Wisdom
in Unconventional Places
(Columbia University Press,
2006)

Strategy
Vijay Govindarajan and
Chris Trimble, 10 Rules
for Strategic Innovators:
From Idea to Execution
(Harvard Business School
Press, 2005)

Fiction
Stanley Bing, Rome, Inc.:
The Rise and Fall of the
First Multinational
Corporation (W.W. Norton,
2006)

Marketing
Paul W. Farris, Neil T.
Bendle, Phillip E. Pfeifer,
and David J. Reibstein,
Marketing Metrics: 50+
Metrics Every Executive
Should Master (Wharton
School Publishing, 2006)

Governance
William A. Dimma,
Tougher Boards for
Tougher Times: Corporate
Governance in the PostEnron Era (John Wiley &
Sons Canada, 2006)

Leadership
Jonathan Alter, The
Defining Moment: FDR’s
Hundred Days and the
Triumph of Hope (Simon
& Schuster, 2006)

Media
Chris Anderson, The Long
Tail: Why the Future of
Business Is Selling Less of
More (Hyperion, 2006)

Management
Joseph L. Bower and
Clark G. Gilbert, editors,
From Resource Allocation
to Strategy (Oxford
University Press, 2005)
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TheFuture
Henry Jenkins,
Convergence
Culture: Where Old
and New Media
Collide (New York
University Press,
2006)

Robert Neuwirth,
Shadow Cities: A
Billion Squatters,
A New Urban World
(Routledge, 2005)

Culture,
CHANGING Cities,
CHANGING Climate
CHANGING
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by Howard Rheingold

O

BOOKS

Tim Flannery,
The Weather
Makers: How Man
Is Changing the
Climate and What
It Means for Life
on Earth (Atlantic
Monthly Press, 2005)

lines. The transformations these books examine lie at the
heart of tomorrow’s big-picture issues: worsening global
warming, sprawling squatter cities, atomizing media
power, and emerging economic regions that feed as well
as compete with Silicon Valley. Each of these developments points to a changing balance of power —
between man and his environment, between the rich
and the poor, between mainstream media and upstarts,
and between the U.S. and India and China — that will
reshape the ways we do business in the years to come.
Who’s in Control?

ne way to dial the fuzzy future into sharper
focus is by scanning the present environment, then zooming in on the parts that
appear to be undergoing significant change
right now. This year’s books about the future do exactly
that. Approach them as lenses, not as maps; rather than
predict outcomes, they look
closely at today’s shifting fault

BEST

AnnaLee Saxenian,
The New Argonauts:
Regional Advantage
in a Global Economy
(Harvard University
Press, 2006)

06

Such apparently unrelated phenomena as open source
software, Wikipedia, political bloggers, citizen journalists, file-sharing networks, and radio spectrum
regulation are all part of a single wave of change. Do-ityourself (DIY) media — abetted by mobile phones, digital cameras, laptop computers, and broadband
connectivity — have expanded well beyond early
adopters and are changing the way people create and
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Yochai Benkler,
The Wealth of
Networks: How
Social Production
Transforms Markets
and Freedom (Yale
University Press,
2006)
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tion economy of the twentieth
BOOKS
century.”
For Professor Benkler, peer production is the wellspring of all sorts of hope. Widespread participation in
Linux and Wikipedia, he asserts, could foreshadow a
renewed interest in government by the people. Further,
such voluntary global collaboration has the power to act
“as a mechanism to achieve improvements in human
development everywhere” when it is applied to reduce
the high costs of agricultural and pharmaceutical innovation for the developing world.
The benefits of enhanced power of individuals and
coalitions in the political, economic, and cultural realms
are not guaranteed, however. Professor Benkler explains
how the traditional media are deploying legal and political tactics to protect themselves from losses in the face
of technological disruption. He tells
us why the movie, recording, software, chip, and computer industries
want to build controls into digital
media equipment that limit the
power of users — without, by the
way, doing much to curtail the problem of piracy. The real purpose: to
recentralize the control of innovation and commercial use of digital
technology.
The resulting battles raging over
telecommunications, copyright law,
and digital-rights management will
determine “the institutional ecology
of the digital environment,” says
Professor Benkler, affecting not just what media people
consume, but what forms of media people produce “as
autonomous individuals, as citizens, and as participants
in cultures and communities — to affect how we and
others see the world as it is and as it might be.” Professor
Benkler makes a compelling case that too much is at
stake for us to sit back and let others — particularly
those in the mainstream media who stand to lose so
much — decide.
Although all the books in this year’s class of leading
media titles tackle weighty issues — unchecked urban
expansion, climate change — Professor Benkler’s manifesto turns a much-needed spotlight on issues of great
scope and moment that deserve far more public attention than they’ve yet gotten. For that reason, we’ve chosen The Wealth of Networks as the best book about the
future in 2006.

best books 2006 the future

distribute cultural products. And the insurgent DIY
media are, not surprisingly, at odds with the entrenched
mainstream media. Yochai Benkler’s book The Wealth of
Networks: How Social Production Transforms Markets and
Freedom presents evidence that this conflict will determine whether today’s digital innovations lead to greater
wealth and liberty for a wider variety of people and companies or to more highly concentrated power for a few
centralized media providers.
“Information, knowledge, and culture are central to
human freedom and human development,” Professor
Benkler writes. “How they are produced and exchanged
in our society affects the way we see the state of the
world as it is and might be; who decides these questions;
and how we, as societies and polities, come to understand what can and ought to be done. The change
brought about by the networked
information environment is deep. It
is structural. It goes to the very foundations of how liberal markets and
liberal democracies have coevolved
for two centuries.”
Professor Benkler, who teaches
at Yale Law School, argues that radically democratized access to the
means of intellectual production and
distribution made possible by cheap
computers and the Web over the past
two decades could change governments, science, economics, and
intellectual life in the years to come.
In particular, he claims that shifts in
economic and social organization among online communities have produced fundamentally new kinds of
institutions for creating culture and exchanging knowledge. He points to the rise of “nonmarket and nonproprietary” production by volunteers cooperating via
the Internet on such projects as Linux and Wikipedia.
The “peer production methods” behind these projects
suggest that the individuals involved are neither strictly
self-interested nor purely altruistic, but rather a mixture
of both. Individuals decide for themselves how they
want to contribute — which piece of the Linux infrastructure to work on, which Wikipedia pages to edit —
a process that in turn leads to a form of self-organization
with distributed control. Linux and Wikipedia thus
“hint at the emergence of a new information environment, one in which individuals are free to take a more
active role than was possible in the industrial informa-
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for digital swords and other equipment, are organized
and invented by the players themselves. Economists
have estimated that the virtual economy of EverQuest
alone is equivalent to that of Bulgaria. The extended
social networking effects of playing these games with
people who might be valuable social or business contacts
in the physical world has led to the cliché that “World
of Warcraft is the new golf.”
Just as Professor Benkler lays bare the structural
changes that underlie online games, open source software, and Wikipedia, Professor Jenkins shows how
today’s “mashups,” which combine and juxtapose samples from popular audiovisual works (so far, mostly illegally), have become an art form in their own right.
The Web site HousingMaps.com, for example, combines real estate listings from Craigslist.com with
Google Maps to create an incredibly
useful locator for available housing.
Professor Benkler pieces together Wikipedia, the blogosphere,
the Howard Dean presidential campaign, and the open source community to trace the transformation
of the power to persuade, inform,
educate, and sell. Professor Jenkins
pieces together fan fiction, crossmedia entertainment franchises,
online games, and, yes, the blogosphere and the Dean campaign to
reveal how the emerging “participatory culture” helps these public and
private interests coevolve even as
they conflict. “The power of the grassroots media is that
it diversifies; the power of broadcast media is that it
amplifies. That’s why we should be concerned with the
flow between the two: expanding the potentials for participation represents the greatest opportunity for cultural diversity. Throw away the powers of broadcasting
and one has only cultural fragmentation,” he writes.
“The power of participation comes not from destroying
commercial culture but from writing over it, modding
[modifying] it, amending it, expanding it, adding
greater diversity of perspective, and then recirculating it,
feeding it back into the mainstream media.”
As Professor Benkler and Professor Jenkins make
clear, changes under way today are transforming the
entertainment industry, the nature of education, the
economics of intellectual property, journalism, scientific
research, and the way democracies function. But the
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Henry Jenkins’s lighter if no less serious book on
media opened my eyes to the way big corporations and
amateur culture producers already work together. In
Convergence Culture: Where Old and New Media Collide,
he describes the active participation of media consumers
in the creation of cultural products, and argues that topdown and bottom-up are not colliding, but rather merging — not always at the pleasure of the major media
companies.
Rather than the passive, manipulated consumers
that some critics of corporate media portray, Professor
Jenkins sees a culture of consumers who manipulate
and build on the entertainment that they purchase
from major media companies. Invoking Pierre Lévy’s
theories of “collective intelligence,” he describes, for
example, how organized online fan communities
mounted global intelligence campaigns to crack the secrets of the
Survivor reality television series. This
is familiar turf to Henry Jenkins,
the DeFlorz Professor of Humanities
and the founder/director of the
Comparative Media Studies program
at MIT, whose previous work Textual
Poachers (Routledge, 1992) dealt
with fan communities that had created unauthorized alternative scenarios
— entire stories, books, even films
— about their favorite characters on
Star Trek or Star Wars. Such convergence is not without its conflict:
When Warner Brothers tried to crack
down on an unauthorized online version of the Daily
Prophet, the newspaper featured in the Harry Potter
series, they were overwhelmed by a successful global
online protest organized by the Prophet’s creator and
editor — 14-year-old Heather Lawver.
But some media companies have learned that there’s
much to be gained from playing along with these selfgenerated fan communities. The most successful creators of online games realized that participants would
pay for the opportunity to help create their own entertainment. In online multiplayer role-playing games like
the Sims, EverQuest, and World of Warcraft, the publisher determines the characters’ traits and powers, but
the conflicts and quests, the parties and battles, the communities that extend across media and into the physical
world, the virtual economies in
which players pay actual money

matter of who owns, controls, and benefits from these
transformations will be decided by who wins political
conflicts over technological power. Together, Professor
Benkler and Professor Jenkins paint a broad and detailed
picture of this obscure but all-important power struggle.
Squatter Megacities and Regional Technopolises

06

Squatters are the largest builders
of housing in the world — and they are
creating the cities of tomorrow.
The New Argonauts: Regional Advantage in a Global
Economy, looks at the increasing influence and interconnections of expanding techno-economic regions
from Shenzhen to San Jose. These two global trends are
already triggering massive changes at both the highest
and lowest economic strata.
Mr. Neuwirth, a journalist, lived for months at a
time in the vast, bustling, and surprisingly entrepreneurial squatter cities of Rio de Janeiro, Nairobi, Istanbul,
and Mumbai. The sheer scale and pace of the world Mr.
Neuwirth describes are staggering: Every year, 70 million people leave their rural homes and migrate to cities.
By 2030, there will likely be 2 billion squatters in the
world. After reading Shadow Cities, you’ll think twice
about ever again using the term slum — and you’ll definitely have a better idea of how the hundreds of millions of new city dwellers are coping with their poverty,
and how their survival strategies will alter the world in
the coming decades. (Also see “City Planet,” by Stewart
Brand, s+b, Spring 2006, www.strategy-business.com/
press/article/06109.)
Mr. Neuwirth documents how those at the “bottom

ple Mr. Neuwirth describes are not presented as raw statistics. They are his neighbors, his landlords, his friends.
Mr. Neuwirth stresses the need to see the squatters’
nobility and desperation through gimlet eyes: “Not one
government in existence is successfully building for the
poorest of the poor. So the poorest of the poor are building for themselves. That may not fit into any great ideological category, and it is certainly illegal according to
current law. But it is sensible, patriotic, and worthy of a
true citizen.”
At the other end of the economic spectrum,
AnnaLee Saxenian, dean of the School of Information at
the University of California at Berkeley, has been studying the ways foreign-born, U.S.-trained technology
entrepreneurs have returned to their home countries in
recent years to create companies, industries, and entire
industrial regions. Just as the emergence of Fairchild and
Intel was only the beginning for Silicon Valley, Professor
Saxenian thinks the appearance of Indian companies
like Infosys and Chinese companies like Lenovo is just
the beginning of the development of interconnected
regional techno-economic hotspots. As with much of
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The cyberworld may have grown in importance in
recent years, but the world where our bodies live will
always have first claim on our attention. Thus, every one
of us should contemplate the fact that Homo sapiens
will soon become, for the first time in its history, mostly an urban species. In Shadow Cities: A Billion Squatters,
A New Urban World, Robert Neuwirth examines the
implications of that fact, along with the changes being
wrought by the unbridled growth of squatter cities
across the globe. At the same time, just as squatter cities
are spreading everywhere, so are Silicon Valleys. Life in
the middle of the 21st century is going to be heavily
influenced by both phenomena. AnnaLee Saxenian, in

BEST

of the pyramid” have devised a
variety of sophisticated and BOOKS
unregulated systems that make urban life work. “These
squatters mix more concrete than any developer. They
lay more brick than any government. They have created
a huge hidden economy — an unofficial system of
squatter landlords and squatter tenants, squatter merchants and squatter consumers, squatter builders and
squatter laborers, squatter brokers and squatter
investors, squatter teachers and squatter schoolkids,
squatter beggars and squatter millionaires. Squatters are
the largest builders of housing in the world — and they
are creating the cities of tomorrow.”
There’s even a kind of extralegal respect for law and
order. You take your life in your hands when you walk
around much of Rio de Janeiro’s flatlands, but you need
not fear muggers in the city’s huge hillside favelas, the
squatter cities where about a fifth of Rio’s residents live.
There, local drug gangs maintain law and order, making
sure that the only crimes that occur are theirs. The peo-
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ing else, Professor Saxenian’s conclusions ought to make
policymakers think twice about restricting the immigration of knowledge workers or allowing America’s institutions of higher education to deteriorate.
Talking about the Weather

Finally, there are the really large forces, the kind that can
and often do overshadow even important media, economic, and political issues. Weather catastrophes have
become a frequent fact of our lives, and every tsunami
or hurricane whips up more passion in the debate over
global warming. The last of this year’s selections, Tim
Flannery’s The Weather Makers: How Man Is Changing
the Climate and What It Means for Life on Earth, will
help you see debates about climate science and energy
policies in a new light.
Tim Flannery, a mammologist
and paleontologist who serves as
director of the South Australian
Museum and professor at the
University of Adelaide, started out
as a skeptic about global warming.
His book explains in scientific but
understandable, even eloquent,
terms what made him change his
mind. Professor Flannery does an
entertaining job of quickly sketching out a big picture and a long
view. An understanding of the radical danger of sudden atmospheric
temperature change requires knowledge of how Earth came to support
life, why the ocean is so important, and why humans
burning fossil fuels for the past couple of centuries may
have unwittingly triggered an irreversible change in an
environment that supports 6 billion people.
The good news, if there is any, is that nobody
knows for certain whether these climatic changes have
caused irreversible damage. Professor Flannery acquaints
us with the evidence that we know exactly how much
carbon we are putting into the atmosphere and that we
can curtail its emission enough to avoid further damage.
That’s where science becomes a political issue. Although
a few diehards will continue to argue that the science
doesn’t prove the existence of global warming — and
Professor Flannery introduces the fundamental research
so you can judge for yourself — the important arguments from this point onward focus on what we are
going to do about it.
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the rest of the globalizing economy, the new competitors
to Silicon Valley are also its economic partners and intellectual heirs.
Professor Saxenian has a deep understanding
of what makes Silicon Valley and its counterparts
around the world thrive. Regional Advantage (Harvard
University Press), her 1994 investigation into why
Silicon Valley and companies like Sun Microsystems
succeeded while denizens of Boston’s Route 128, such as
Digital Equipment Corporation (DEC), failed, has
become a business school classic. The importance of the
circulation of minds, ideas, and ventures in a relatively
fluid, continually changing, open system was central to
Silicon Valley’s success. In The New Argonauts, Professor
Saxenian takes her earlier analysis global. Her research
has revealed similar dynamics at work in the world of
engineers who came to Palo Alto
from Taipei, Mumbai, and Tel Aviv,
earned their degrees and worked
their first jobs in the semiconductor,
PC, or Internet-based industries, and
are now putting their experience to
work back at home, as entrepreneurs
and investors.
The social, intellectual, and economic ties between these “new argonauts,” their mentors and peers in
the U.S., and their colleagues and
protégés in their mother countries
are networked into a system far more
complex, with far more cooperation
and even sharing (alongside the traditional cutthroat competitions), than in previous eras. If
Professor Saxenian is right, then Silicon Valley–style economic development can be good news for large populations in the developing world who would like to move
up to a relatively decent standard of living, quite possibly en route to a good life (if you believe that a growing
positive balance of trade, the availability of capital for
entrepreneurial enterprise, and an expanding middle
class collectively offer a bridge over the gulf between the
rich and the poor). The good fortune of the previously
impoverished might also bring good news as well as bad
for the U.S. technology industry. As long as American
higher education and entrepreneurial opportunities continue to draw intellectual immigrants, tomorrow’s economic development in China or India might also enrich
American companies doing business in those countries. If noth-

Economics

David Warsh,
Knowledge and the
Wealth of Nations:
A Story of Economic
Discovery (W.W.
Norton, 2006)

Eric D. Beinhocker,
The Origin of
Wealth: Evolution,
Complexity, and the
Radical Remaking of
Economics (Harvard
Business School
Press, 2006)

Michael J.
Mauboussin, More
Than You Know:
Finding Financial
Wisdom in
Unconventional
Places (Columbia
University Press,
2006)

Making Theory
Real
by Michael Schrage

F

Howard Rheingold (howard@rheingold.com), author of Tools for
Thought (Simon & Schuster, 1985), The Virtual Community
(Addison-Wesley, 1993), and Smart Mobs (Perseus, 2002), coined
the terms virtual community and smart mobs to describe the social
phenomena that have emerged via the Internet and mobile telephony. He teaches digital journalism at Stanford and participatory
media at the University of California, Berkeley, and is a fellow at
the Annenberg Center for Communication.

or excellent reasons, effective executives
traditionally view schoolbook economics
with a mix of skepticism and mistrust. In
their view, the equations are crudely simplistic even as their Greek letter formalism grows more
grotesquely baroque. The widgets of Microeconomics
101, the allocative efficiencies of linear programming,
and the Nobel Prize–winning Nash equilibria of game
theory seem disconnected from market realities. They
are like Sudoku for Ph.D.s — more puzzle-solving exercises than generators of actionable insights.

best books 2006 economics

The solution he supports is dramatic: First, reach an
international agreement to cap carbon emissions at a
level where civilization might not be severely disrupted
by climate change. Next, estimate how quickly emissions need to be cut back. Finally, divide the resulting
“carbon budget” by the number of people in the world
and allocate emission limits to nations according to the
size of their populations. This course will require a
degree of international cooperation we haven’t come
close to achieving. Just look at the failure of the Kyoto
Protocol to reduce greenhouse gases.
What Professor Flannery makes perfectly clear is
that we’re heading down a dangerous road, but we can
and must do something about it. Weather has shown its
terrible power to make our other concerns seem trivial.
It’s hard to worry about cultural production or urbanization when you are faced with the devastation of superstorms and tsunamis. +

8

ing complexity, or the economics of ideas in the same
way after reading them. Readers will — right along with
the economists — think differently about what value
creation can and should mean. Better yet, they won’t
yawn while doing so. These books are accessible and
even enjoyable.
Epiphanies and Backbiting

David Warsh’s Knowledge and the Wealth of Nations is the
finest popular history of economic discovery since
Nobel laureate George Stigler’s tangy 1988 autobiography, Memoirs of an Unregulated Economist. Mr. Warsh
has taken a provocative 1990 academic paper
(“Endogenous Technological Change,” by then 24-yearold University of Chicago economist Paul Romer) and
used it as his window, lens, and X-ray machine to
explore how economists have come to grips with the
economics of intangibles. Modeling the possible role of
“knowledge” in explaining economic growth, Professor
Romer’s paper helped launch the “New Growth” school.

Highly networked enterprises may be
far less adaptable in the face of competition
than their champions argue.
tough to model or conveniently declared irrelevant have
acquired central roles in the ongoing narrative of economic understanding.
The result? Economics as science, discipline, and
world view has been gaining a level of business relevance
that simply did not exist even a generation ago. That’s
not to say a command of contemporary economic
thought dramatically improves chances for entrepreneurial success. However, giving serious thought to the
models today’s economics devises and confronts offers
serious executives far greater situational awareness of the
dynamics that both define and drive profitable growth.
That’s invaluable.
Three new books do a magnificent job detailing the
(r)evolution in postmillennial economic thought. Each
stands on its merits. Collectively, however, they form a
comprehensive trilogy that captures the personalities,
histories, concepts, and controversies reshaping the discipline’s most fundamental debates. More importantly,
they could be useful: No one will look at the business
implications of diminishing returns, increasing returns, model-
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Capital, labor, and technology are nice, but New
Growth places the “marketplace of ideas” in the red-hot
center of its economic development model. New ideas
— and their diffusion — enable new growth.
Innovation über alles.
Yes, the model was simplistic; yes, its mathematics
was complex. But the paper’s core nimbly addressed one
of the fundamental economic paradoxes reaching back
to the days of Adam Smith. As Mr. Warsh observes:
The problem is that the two fundamental theorems of Adam Smith lead off in quite different and ultimately contradictory directions.
The Pin Factory is about falling costs and
increasing returns. The Invisible Hand is about
rising costs and decreasing returns. Which is the
more important principle? When Paul Romer
read back over the literature, he found that one
of his teachers had seen the dilemma perfectly
clearly as a young man. In 1951 George Stigler
[the author of the aforementioned autobiography] had written, “Either the division of labor
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What technically gifted entrepreneurs and numerate managers have learned — or, more accurately, what
they’ve been taught — about supply, demand, and
dynamic equilibria hits the point of diminishing returns
astonishingly fast. The grad school joke is that “In
theory…” means something doesn’t work in practice,
and “In practice…” means there’s no good theory. In
global business, economics doesn’t buy executives much.
In fact, however, the past 20 years have seen enormous shifts in economic thinking as it moves closer to
the reality of practitioners. Once-heretical ideas about
monopolistic competition and growth have been mainstreamed. Truly laughable assumptions about perfect
rationality and institutional behavior have been
scrapped in favor of models that conceive markets as
places where other things are decidedly not equal.
Although the math is undeniably more elaborate than
ever, the stories it’s telling are profoundly different. They
speak to the real world, not just to idealized abstractions
of it. Empirical phenomena once blithely ignored as too

is limited by the extent of the market and, characteristically, industries are monopolized; or
industries are characteristically competitive and
the [Invisible Hand] theorem is false or of little
significance.” According to Stigler, they cannot
both be true.

06
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These are the bifocals of Adam Smith. Through one
lens, specialization (as in the Pin Factory) leads to the
tendency we describe as monopolization. The rich get
richer; the winner takes all; and the world gets a steady
supply of pins, though, perhaps, not enough to satisfy its
need. Through the other lens, the situation we describe
as “perfect competition” prevails. The Invisible Hand
presides over pinmakers and all others. No manufacturer
is able to achieve the upper hand. As soon as one raises
his prices, someone else undercuts
him. There are exactly as many pins
as people are willing to buy. No one
perceived the contradiction at the
time. But then, it was only pins.
But the dichotomy between
increasing and diminishing returns
for “goods” and “innovations” offers
astonishingly rich frameworks for
exploring how “ideas,” “knowledge,”
and “things” can be combined to
model all manner of economic
growth. The inherent tensions
between increasing and diminishing
returns can be used to model the rise
of entrepreneurial innovation and
industrial organizations, competition within a firm and
between industries, regional economic growth, and
global trade rivalries. New models and methodologies
based on this central division have provoked fierce controversy and rivalry in academe’s econosphere.
Pivoting deftly between microeconomic and macroeconomic theorists, Mr. Warsh describes how economists of all stripes and pedigrees compete in their
discipline’s global marketplace. He leaves no Nobel
economist unlearned. From Paul Samuelson’s epochal
departure from Harvard for MIT to the University of
Chicago’s Milton Friedman–esque culture of intellectual
rigor to Ken Arrow’s taking up residence in Stanford,
Mr. Warsh presents the backstories, backbiting, and
institutional rivalries — not just competing ideas —
that drive innovative thinking in world-class universities. The cults and subcultures — the so-called invisible
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larger narrative that Mr. Warsh has chosen to tell.
The idea development process is messy, vulgar, inefficient, and brilliant. Good concepts get lost as the
inertia of an intellectual status quo is preserved by aging
intellectual aristocrats with cruel tongues and long
memories. Force of personality is often indistinguishable
from force of idea. Academic conferences and workshops become battlefields where intellectual ambushes
are sprung on unsuspecting scholars. Adam Smith had a
reputation as a genuinely nice man; his intellectual
descendants play rougher. It’s a hoot.
In this war of ideas, Henry Kissinger’s academic
aphorism is just wrong: The battles are so vicious
because the stakes are so intellectually large. That is,
what really best explains how companies, industries, cities, and societies grow rich? Is there an E=mc2 of
economic growth? Can there be?
A former Boston Globe economics columnist, Mr. Warsh brings a
journalist’s sensibility to these questions. He does a terrific job of showing how seemingly disparate ideas
— drawn from, for example, the
economics of joining a club or running a ski lift — can utterly transform the way economists think
about rivalry and exclusivity in markets for intellectual property. At
every step along the way, economists
are adopting, adapting, and discarding mathematical
tools designed to formally explain a nugget of insight
that a previous model left untouched.
What Mr. Warsh has written is a conversational but
substantive sociology of economic model building
around the idea of ideas in generating sustainable
growth. To hear how a Nobel laureate like Robert Solow
articulates his modeling philosophy versus how Nobel
laureates Robert Lucas or Ken Arrow articulate theirs
is to discover just how conceptually and technically
idiosyncratic the field’s greatest minds can be. Readers
gain insight into how high-level economists persuade
their peers. By blending personality profiles and descriptions of the dueling mathematics, Mr. Warsh demonstrates both the economics and the politics of
model building. This is how a science evolves. Yes,
there are paradigm “shifts,” but there are also paradigm
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Evolution and Complexity

Eric D. Beinhocker’s The Origin of
Wealth takes up the technical challenge that Mr. Warsh shirked. Where
Mr. Warsh’s journalistic sensibility
makes him an effective storyteller,
Mr. Beinhocker’s consulting background has made him a master synthesizer who packages “big ideas”
into accessible taxonomies and ecologies. Mr. Beinhocker nonetheless
manages to spin fine yarns, but
always in the service of exposition.
He cheerfully describes the guts of
“genetic algorithms,” “fitness landscapes,” and “random graph theory” in a manner that
any reader can grasp. Although The Origin of Wealth is
emphatically not The New Economic Paradigm for
Dummies, it’s clearly written to focus on the technical
essence of economic evolution. The intellectual overlap
between Mr. Warsh and Mr. Beinhocker is both complementary and creative. Comparable themes are examined
from starkly different perspectives.
Where Mr. Beinhocker really shines, however, is in
his discussion of how “traditional economics” has been
gradually supplanted by what he calls “complexity economics,” an adaptive system of constantly changing networks that reflect the evolutions of society, technology,
and business. His review and dissection of the simplistic,
misleading, and pathological assumptions that inform
“equilibrium economics” is simply masterful. Without mockery,
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he shreds the silliness and outright intellectual dishonesty that has kept so many flawed economic theories in
contemporary curricula and policy debates for so long.
In one especially apt passage, he compares the economists who keep traditional theory alive by using mathematical tricks and gimmickry to the technically gifted
gearheads in today’s Cuba who keep their 1950s
Cadillacs running like new. They’re trapped in a time
warp; let’s move on.
But to what? Here’s where Mr. Beinhocker’s commitment to technical exposition yields increasing
returns. After disposing of such dysfunctional assumptions as “random walks” and quests for “optimal efficiencies,” Mr. Beinhocker embraces the new math and
models of complexity economics. To do so, he draws
heavily on research and ideas from places like the Santa
Fe Institute, where biologists, physicists, and economists collaborate
to see to what extent their mathematics and metaphors can help one
another. But Mr. Beinhocker’s great
accomplishment is to present a variety of the singular ideas that can be
assembled into economic models
that indeed help explain the “origin
of wealth.”
Intriguingly, although he thematically brands these ideas around
complexity, the narrative arc that
integrates his insights is the principle of evolution. Mr. Beinhocker’s
book is about the “evolvability of
evolvability” in economic systems. That is, how do individuals and institutions collaborate and compete to create value? What institutions do they create? What information do they process, and how do they process it?
When do they trade as individuals? As teams? As firms?
As nation-states? How does new information — feedback — get incorporated into the heuristics and rules
that govern decision making?
Where Mr. Warsh does a fantastic job of addressing
how traditional economists deal with those questions,
Mr. Beinhocker presents the broad array of mathematical tools and models that are better equipped than their
predecessors to describe evolvability and adaptation.
That’s not to say that traditional economic models and
math are irrelevant or obsolete; it’s just that they’ve hit
(ahem) diminishing returns.
So Mr. Beinhocker runs tutorials that cherry-pick
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jerks, twitches, mirages, and meltdowns. Mr. Warsh
comfortably describes them all.
Unfortunately, Mr. Warsh lacks both the quantitative and expository chops to take the mathematical
models of Professors Romer, Arrow, or Solow and make
them accessible to his readers. The book would have
benefited from a successful deconstruction of the high
math of New Growth theory into a narrative that let
readers sense the virtues and limitations of formalism as
a tool for thought. This is more than a quibble, because
quantitative modeling is intrinsic to every issue Mr.
Warsh addresses. And excising a malformed chapter on
Microsoft’s monopoly travails would also have improved
the book. The company’s adventures in antitrust really
don’t resonate with the provocative “knowledge economics” themes that precede it.
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should transform the way that
businesspeople perceive and BOOKS
manage innovation, risk, and opportunity. Even for
readers familiar with the growing literature on complexity, chaos, and evolutionary design, Mr. Beinhocker’s
commitment to business relevance makes his book a
usable read as well as a good one.
The most significant criticism is one to be expected.
Consultants with “big ideas” aren’t content to be superb
synthesizers and explainers. They want to change the
world as well. The last section of the book discusses the
implications of these themes for business and society.
Let’s just say that Mr. Beinhocker discusses the business
implications with greater nuance, sophistication, and
applicability than he does the social. Mr. Beinhocker is
no doubt a superb business consultant; he’s overreaching
when he takes on society as his
client. Diminishing returns, indeed.
Investing Post-Buffett

Michael J. Mauboussin is an investment strategist who brings an
investor’s sensibility and a lust for
new ideas to his book More Than
You Know. Incorporating essays and
letters he wrote for clients while at
Credit Suisse First Boston, More
Than You Know is far more technical
than the other two books but pithier
and by far the most useful — and
therefore the best of the year.
Every serious investor or executive who oversees capital allocation or innovation investments will find every other essay in this book of direct
relevance to his or her work. Reminiscent of Nassim
Taleb’s best-selling book Fooled by Randomness: The
Hidden Role of Chance in the Markets and in Life (Texere,
2001), Mr. Mauboussin’s essays are rich in probabilistic
analysis and insight. His integration of behavioral
finance theory, traditional investment analysis, and
complex adaptive systems serves as the organizing principle for every chapter in the book. Unlike Mr. Warsh
and Mr. Beinhocker, Mr. Mauboussin is writing for a
particular kind of reader: investment-oriented but not as
risk-savvy as he or she should be, open to ideas but skeptical, and unafraid of a little math but without a lot of
time to read.
Although this is not a mathematics-oriented text,
anyone who wants to get real value from reading it
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from the interdisciplinary fields of software design, cognitive psychology, network theory, and genetic algorithms to explain how growth, knowledge, and growth
of knowledge all happen. Not only are these tutorials
well done, Mr. Beinhocker does what you’d expect an
excellent consultant to do: He connects them to the real
world of business practice. This can be a self-help book
for executives seeking business insight from a different
genre of economic modeling.
For example, Mr. Beinhocker uses the networking
research of Santa Fe Institute complexity theorist Stuart
Kauffman to better explain the economics of adaptation
in the face of disruptive competition: “The work by
Kauffman and the others leads to a counterintuitive
insight. IBM’s problem with Dell was not that the bluechip company was insensitive to change but rather that
it was too sensitive to change. The
dense interconnections and tangles
of interaction in IBM’s business system meant that small changes (‘let’s
sell computers by mail’) could cascade into big problems (‘here are the
thousands of reasons why we cannot
sell computers by mail’).”
In other words, highly networked enterprises may be far less
adaptable in the face of competition
than their champions argue.
Traditional economists might assert
that Nobel laureate Ronald Coase
(who appears in both books) anticipated this situation in his classic
paper on organizational coordination and transaction
costs. Absolutely true. But Professor Coase was from the
tradition of “literary economics,” which tells stories; the
high-powered mathematical tools of network theory
lets economists — and businesses! — build manipulable
models. We can now “play” to learn where economies
of scale (increasing returns) conflict with coordination
costs (diminishing returns) in both organizations and
industries.
Mr. Beinhocker’s book is filled with the insights and
implications of these “evolutionary economics” tools.
He extends them to business and finance. His discussion
of how “evolutionary algorithms” offer the most useful
intellectual resource in framing economics is remarkably
clear and compelling. He’s done superb work in going
beyond the metaphorical to give serious readers a sense
of how the modeling media of “complexity economics”
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Ma
By THE
Numbers
by Nick Wreden

T

en years ago, typical CEOs wanted “creativity” or “impact” from marketing.
Today, they demand accountability. How
well marketing responds to this demand
will determine whether that function gets absorbed into
other departments, like sales or customer service, or
whether it changes to assume a strategic seat at the table,
just as purchasing and shipping evolved into supply
chain management.
The strategic value of marketing is well recognized.
It is critical to launching new products, ensuring customer retention, battling competition, and growing
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should have a pencil and notepad at hand — not to
work out problems but to annotate the ideas. The book
invites the reader to conduct “back-of-the-envelope”
modeling of risk and value management. It’s every bit as
interdisciplinary as Mr. Beinhocker’s book, but also
addresses the core historic economic assumptions that
Mr. Warsh surveys so well. More Than You Know not
only complements those two books, it reinforces and
deepens their central themes. But it does so from an
unabashed investment perspective where risk and
reward alone determine what gets written. Mr.
Mouboussin examines Paul Romer’s work, for example,
from the standpoint of its investment implications.
Mr. Mouboussin clearly respects Warren Buffett’s
investment philosophies — who doesn’t? — and his
essays revolve around the notion that new theories of
adaptive systems and risk assessment mean investors will
literally have to reevaluate what fundamental means. His
chapter titled “Strategy as Simple Rules,” based on work
by Donald Sull and Kathleen Eisenhardt, is a model of
useful synthesis for investors and managers alike who
look to “define direction without containing it.” Do
those rules reflect the same evolutionary rules Mr.
Beinhocker discusses? Of course. But they’re discussed
from a perspective that illuminates both works.
Because this book is a collection of previously published essays, it’s not as tightly constructed or as smooth
as the others. Perhaps it is best read as a companion to
books of broader sweep and greater depth. That said, the
essays do speak directly to individuals who want their
perceptions of risk and value shaken and stirred.
The timing of these three books is hardly coincidental. There’s not just something in the air; ideas are
swirling and software is running that have successfully
called into question assumptions that have been sacrosanct for centuries. The good news is that these are great
questions. The better news is that we’re beginning to
have great answers as well. That’s why these books are
worth the investment. +
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Clyde M. Creveling,
Lynne Hambleton,
and Burke
McCarthy, Six Sigma
for Marketing
Processes: An
Overview for
Marketing Executives, Leaders, and
Managers (Prentice
Hall, 2006)

Dick Stroud, The 50Plus Market: Why
the Future Is Age
Neutral When It
Comes to Marketing
and Branding
Strategies (Kogan
Page, 2006)

sales. But, at the same time, marketing gets no respect.
In downturns, it is the first function frog-marched to the
guillotine. New products are “thrown over the wall” at
marketing with little warning and, much worse, little
input from marketing itself. It’s not surprising that sales
and finance spawn many more chief executives than
marketing does.
That said, the marketing profession has brought its
reputation on itself. Too often, marketing insists on
dancing to the beat of its own drummer. It pays homage
to creativity or pursues the holy grail of the “big idea”
when the rest of the organization runs on data. Like an
untrained puppy, it chases the latest fads, like the importance of smells to branding.
Understandably, CEOs are less interested in smells
than they are in answers to the question, What are we
getting for our money? Despite the fact that marketing
generally represents an organization’s second-biggest
expense (behind operations), many marketing professionals have difficulty answering that question. Instead,
they (and the agencies they hire) cite concepts that lack
analytic rigor — “awareness,” “brand essence,” “brand
equity.” Or they descend into silliness — “marketecture,” “brandology,” “contenterprise.” Or they recycle
concepts such as AIDA (awareness, interest, desire,
action), which emerged from itinerant salesmen during
the late 1800s; the 4 Ps (product, price, place, and promotion), which dates to the 1920s; and “positioning,” a

Jean-Marc Lehu,
Brand Rejuvenation:
How to Protect,
Strengthen, and
Add Value to Your
Brand to Prevent It
from Ageing (Kogan
Page, 2006)

Bill Schley and Carl
Nichols Jr., Why
Johnny Can’t
Brand:
Rediscovering the
Lost Art of the Big
Idea (Portfolio, 2005)

Martin Roll, Asian
Brand Strategy:
How Asia Builds
Strong Brands
(Palgrave
Macmillan, 2005)

theory that worked its way into marketing genes back
when polyester suits were cool. No wonder the rest of
the organization rolls its eyes.
As Jim Stengel, chief marketing officer of Procter &
Gamble Company, says, “Marketing is a $450 billion
industry, but we are making decisions with less data and
discipline than we apply to $100,000 decisions in other
aspects of our business.” Several of this year’s best new
marketing books tackle the challenge of proving marketing’s worth.
Relief for the Innumerate

The first book, Marketing Metrics: 50+ Metrics Every
Executive Should Master, steps into the void between
cause and effect to provide the measurements required
to evaluate almost every aspect of marketing and sales,
including such traditional components as customer perception, product strategy, channel management, promotion, and revenue and cost structures. It also delves into
such nontraditional marketing areas as customer profitability, Web metrics, and even the complexities of pricing. That last area is a real service to readers: Pricing is
intertwined with almost every aspect of branding, yet
most branding books duck the issue with a throwaway
insight — “brands enable higher pricing,” for example
— that fails to explain how to leverage that key contributor to profitability.
Paul W. Farris, professor of marketing at the
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Paul W. Farris, Neil
T. Bendle, Phillip E.
Pfeifer, and David J.
Reibstein,
Marketing Metrics:
50+ Metrics Every
Executive Should
Master (Wharton
School Publishing,
2006)
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Six Sigma’s New Frontier

Six Sigma has long been a favorite means of achieving
accountability in many organizational functions —
though rarely in marketing. Now consultants Clyde M.
Creveling, Lynne Hambleton, and Burke McCarthy aim
to change that with Six Sigma for Marketing Processes.
The book focuses on three marketing processes in particular: strategic, defined as product or service portfolio
renewal; tactical, which is product or service commercialization; and operational, or post-launch product or
service line management. These components are then
linked by information systems that allow data to flow
seamlessly among all processes and integrated metrics.
The book is important, in part, because Six Sigma’s
outstanding track record is making many managers consider its potential to tame marketing, every company’s
unruly child. Marketing managers have resisted so far,
partly because of widespread misperceptions about the
nature of Six Sigma.
The first misperception is that it is solely a manufacturing improvement tool. Yes, Six Sigma has achieved
its most publicized successes
reducing production errors, but
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it can be applied to any standardized process — and
despite its aura of kooky creativity, marketing really is as
process-oriented as manufacturing. Look at what is
required to send out a press release, develop an ad, or
prepare for a trade show: nothing more than a series of
“to-dos” (aka processes).
Another misperception is that good Six Sigma practice requires statistical fluency. Yes, statistics are
involved, but they are elementary. A half-day of study
and a few common spreadsheet formulas will put you on
the road to becoming a Six Sigma black belt. The final
misperception is that Six Sigma is only about reducing
errors or defects. Yes, that is a part of Six Sigma, but,
much more important, Six Sigma is a data-driven system for understanding what customers value and delivering that value to them. Isn’t that what marketing is all
about?
Like Six Sigma for other parts of the organization,
Six Sigma for marketing seeks improvement by elimination of variability and waste in processes. It revolves
around five steps, known by the shorthand DMAIC:
defining the problem, measuring issues associated with
the problem, analyzing the data to determine causes
of problems, improving the process, and controlling
the process so that the problem does not recur.
Measurement is key. But Six Sigma practice doesn’t
focus on the measurements that are easy to define and
put to use. Rather, it looks for the leading indicators that
enable proactive decision making.
The benefits of implementing Six Sigma in marketing are undeniable. But although Six Sigma for
Marketing Processes effectively explains what to do, it
doesn’t explain how to do it. How do you implement
suggested solutions, for example, if you are unfamiliar
with Pugh processes (defined in an extensive glossary as
a matrix consisting of “criteria based on the Voice of the
Customer and its relationship to specific candidate
design concepts”)? The explanation of how would have
been greatly enhanced with a few case histories. Smaller
or resource-constrained companies in particular would
undoubtedly like to know which of the text’s many,
many steps and analyses can be skipped.
Because of the great demand for accountability,
someone is probably working on a practical book that
outlines how Six Sigma can realistically be applied to
marketing, backed up with actual case studies. Six Sigma
for Marketing Processes, which pioneers the difficult task
of applying Six Sigma to marketing, will undoubtedly
be used as a primary resource for that book, but, unfor-
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University of Virginia’s Darden Business School, and his
coauthors Neil T. Bendle, Phillip E. Pfeifer, and David
J. Reibstein explain each marketing metric so clearly that
even the most numbers-phobic ponytails will want to
incorporate them into pitches.
The book really becomes useful when it addresses
calculations involving customers. The chapter on customer profitability is exceptional, providing a clear summary of all the issues involved in determining who is
making money for your company, and who represents
a parasite on your bottom line. The key lesson: All
customers are not created equal. Essentially, the most
profitable, or best, customers must be rewarded. Less
profitable, second-tier customers must be targeted for
sales and profit growth. Unprofitable customers must be
either made profitable or fired.
In a category that suffers from a surfeit of books
related to personal experiences, one-off success stories
made possible by budgets and resources unavailable to
most firms, outdated theories as quaint as bloodletting,
or mantras devoted to “big ideas” or “exceeding expectations,” 50+ Metrics offers insights that crackle like new
money. For CEOs and those in marketing trenches
needing accountability, this is the best marketing book
of the year.

tunately, it is not the handbook for accountability that
marketing executives ultimately need.
Finding Green in Gray Hair
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Dick Stroud makes his heretical point on the first page
of the introduction to The 50-Plus Market: “The principles of marketing to a 30-year-old are the same as
marketing to somebody aged 75. Marketing theory is
intrinsically age neutral.”
Consider the mind-set of the typical marketer who
will read that passage. The 18- to 35-year-old market has
long been perceived as the biggest gift under the
Christmas tree, prized by television advertisers and coveted by almost everyone in consumer markets. The
reasons for this are engraved on several million slide
presentations. That demographic slice has more disposable income. It is open to experimenting with new brands, whereas
older consumers are more brand
loyal (read “stuck in their ways”) and
less responsive to advertising. A
brand becomes “cool” when blessed
by this market.
No wonder most people with
crow’s-feet feel as though they have
been put out to advertising pasture.
Studies show that only 5 to 15
percent of advertising is aimed at
the 50-plus market, even though
this group represents nearly half
of prime-time television audiences.
According to surveys, the majority
of those over 50 feel that advertising portrays them
poorly and 86 percent feel that advertising does not
relate to them.
But do the eternal verities concerning the 18-to-35
market still hold up? U.S. boomers, who did so much as
consumers to shape marketing nostrums, have long
since slipped over the outer chronological edge of this
category, and markets in other countries are growing
older too. China, which many see as a potential marketing gold mine, will soon start aging faster than any other
country in history. Japan, Italy, and many other countries, especially those in Europe, also have aging populations. Efforts to capture and hold the senior market
(defined here as anyone older than 35) will affect branding efforts, customer and product development, and
even profitability.
If the clichés about the 18-to-35 market are hollow,
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then almost every creative storyboard will have to be redrawn: BOOKS
Senior markets can be retapped for new yields; boomers
will have one more chance to rock the marketing world.
In fact, one contributor to 50-Plus asserts, “The paradox
is that the youth market is now the market of the past
and the mature consumer markets are now, and will
continue to be, the markets of the future.” Mr. Stroud
further argues, backed up by research from the global
media group OMD and input from top marketers
worldwide, that advertisers lose potential market share
and profitability every time they look to chase baby faces
instead of wrinkles.
One reason is that the number of older consumers
is growing faster than the number of younger ones, and
they are the main purchasers of transportation, health
care, housing, food, pensions, and
personal insurance. Older consumers can be more lucrative. They
have higher incomes, enabling them
to buy 35 to 50 percent of all travel
services, 65 percent of all new cars,
and 50 percent of face care products.
Why is there such abysmal
ignorance of the realities of the 50plus market? One reason, of course,
is that archaic truisms are perpetuated rather than researched. These
so-called truths include “to be cool,
you have to be young” and, my
favorite, “their lifetime value is too
short.” Another reason is that the
advertising and marketing industry is overwhelmingly
youth-centric. More than 80 percent of those who work
in the U.K. advertising industry are under 40.
Stroud outlines “three truths that should be emblazoned on the front covers of all books about marketing:
there is no simple formula linking a person’s age to how
they behave as consumers; when age does appear to be
linked to differences in behavior, the variations are
small; and the behavior of older people varies by nationality.” In other words, the relationship between age and
consumer behavior is tenuous, at best.
If the 50-plus market is so attractive, what are the
best ways to approach it? One key is not to generalize
about the way seniors behave. Another is segmentation
by criteria other than age. For example, not only is 50
an arbitrary age, but chronological age also differs from
perceived age. Generally, we see ourselves as being 10
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Help for the Aging Brand
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Most branding books focus on building products into brands, but there’s
another important issue: sustainability. How do you support and maintain a brand over
time so that it continues to pay back earlier investments?
How can you pump new life into an aging cash cow?
How can you connect with new generations of consumers? According to Brand Rejuvenation, “a brand ages
in the eyes of its customers and/or its consumers because
it loses its appeal, its relevance and, usually, all or part of
its identity.” What causes a brand to age, and more
importantly, what can be done about it?
The first step to brand rejuvenation is to conduct a
brand audit to determine whether the brand is aging
and has enough long-term potential to justify rejuvenation investments. Jean-Marc Lehu, an associate professor of marketing at Panthéon Sorbonne University,
provides a scorecard to help. The symptoms of aging
include a slowdown of new
product launches, nonconfor-
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mity to technological standards, out-of-fashion colors,
increasing average age of users, declining number of customer contacts, and an aging sales force. The brand
audit must also cover communications, looking for such
weaknesses as an irrelevant brand spokesperson, oldfashioned packaging, and — horrors! — “ad campaigns
not (well) ranked in ad festivals and contests.” (Nothing
in this brand scorecard mentions declining sales or profitability.) The audit’s results are graded according to the
following indexes: the potential danger of the symptoms, how easy the problem is to solve, the potential
cost, and the time required.
Brand Rejuvenation stresses that just because a
brand is targeted at senior citizens does not mean it is an
aging brand. Nor can a brand’s aging be blamed on its
chronological age; rather, decrepitude is based on a
brand’s perceived age. In other
words, a brand ages because its target market is not refreshed over
time. That means rejuvenation
requires making a brand more contemporary, and the primary tool for
doing that is usually advertising,
although this is not an instant cure.
Other options include using celebrities, “the weapons of choice when
it comes to rejuvenating the brand”;
cobranding; expanding distribution;
and modernizing the brand’s visual
identity.
But resuscitating brands should
really be a last resort. Rather, companies should pursue continuous strategies to prevent
the aging of a brand. This approach is less expensive and
avoids potential panic. The author provides useful but
sometimes confusing tools for analyzing a brand’s need
for rejuvenation.
Like other branding books, this one suffers from
the flaw of paying homage to the brand, not the customer. In Professor Lehu’s words, “The brand is there
to serve its products, which will serve it in return.” No,
no, no! The brand is there only to serve customers
because, obviously, without customers, there is no
brand. Moreover, little attention is paid to the Internet,
which would seem an obvious tool to ensure relevancy
to new generations of consumers. And the book offers
no metrics, beyond one kludgy formula, to ensure
accountability.
The value of Brand Rejuvenation lies in making
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to 15 years younger than what our driver’s license tells
us. One method of segmentation gaining ground is
geodemographics. Now being used by American
Express, Reader’s Digest, and other companies, geodemographics classifies consumers according to the type of
neighborhood they live in. Such markets can cross age
boundaries.
So is age meaningless in marketing? No, but Mr.
Stroud suggests that age be considered from a physical,
not psychological, vantage point. This means that companies need to make and market products that accommodate declining senses of touch, smell, and eyesight, as
well as loss of hearing and manual dexterity.
The appendixes in 50-Plus, which cover design factors for senior consumers, guidelines for age-friendly
Web sites, and a test to determine whether marketing
strategies are age neutral, are particularly useful.
The book successfully examines
a market that has been overlooked as
a result of decades-old myths, lack of
research, and the narcissistic, youthoriented makeup of the advertising
industry. This is an excellent book for
companies looking to stay ahead of
an inevitable demographic change
instead of being swamped by it.

clear the need to keep brands relevant to customers. It
also reminds readers that managers must be as focused
on the longevity of brands as they are on successful
launches. But although this book has a few good ideas
to ensure relevancy, it places most of its faith in the skills
of individual brand managers. Brand Rejuvenation
largely ignores the most important way to ensure sustainability: continuous interaction with customers, suppliers, and distributors, and the willingness — indeed,
the need — to use their input to guarantee that the
brand continues to deliver value.
Eight Weeks to a Winning Brand

06

Asia presents unique branding challenges:
a large geographic area, vast cultural differences,
and hyperacute price consciousness.
DSI, consisting of fusing a corporate or product name
with a specialty in a customer’s mind, can deliver “more
market share, more sales, more competitive strength,
more growth, and more asset value.” And hopefully,
more profitability.
Johnny outlines a process for developing a DSI:
choosing a specialty to excel in, articulating that specialty briefly and memorably, and creating the visual
and other building blocks that support the DSI. The
final step is “Ring the bell to open the New York Stock
Exchange on Monday. No reason not to think big.”
Examples of DSI include Greyhound Bus Lines’ “Leave
the Driving to Us,” United’s “Fly the Friendly Skies,”
and Maxwell House coffee’s “Good to the Last Drop.”
Supporting a DSI requires five key elements: a great
name; a unique, ownable specialty; a tagline; highimpact visuals; and excellent organizational performance.
With its emphasis on being number one or number
two in a category and the importance of mental “ownership” of a word or concept, Johnny is strongly based on
the landmark book Positioning: The Battle for Your Mind,
by Al Ries and Jack Trout (McGraw-Hill, 1981), pub-
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Given the strategic importance of branding and the
resources it requires, why can’t more companies brand?
Why do so many products fail to become brands? In
Why Johnny Can’t Brand, authors Bill Schley and Carl
Nichols Jr. argue that branding failures result from the
lack of a dominant selling idea (DSI), an update on that
old sales workhorse, the unique selling proposition. A
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lished more than 20 years ago.
Like other die-hard loyalists of BOOKS
the “positioning” theory, Johnny cannot address any
issue related to accountability, and customers are
addressed only as receptacles for implanted words that
can be “owned.” In fact, customers and profitability aren’t
even listed in the book’s index. How can any book on
branding be taken seriously if it has not considered the
customers who support brands and the profitability that
sustains them?
But the biggest failing of this book and the other
positioning clones is that it neglects accountability. Can
any company claim that its positioning has improved 12
percent over last year or that its positioning is four times
better than that of its nearest competitor? Without such
metrics, the positioning theory has no accountability,
and without accountability, there is no credibility with
CEOs. Still, if you desire to know how to perform a
marketing shibboleth, then this book provides a coherent, easy-to-follow road map.

New Paradigm for Asia

The hottest topic in Asia is how to make what is called
the OEM–OBM leap. In other words, how can Asian
firms move from OEM (original equipment manufacturer) status — as the producers of all the brands displayed on Carrefour and Wal-Mart shelves — to OBM
(original brand manufacturer) status, with the cachet,
say, of a Lexus or a Sony? According to one study, fewer
than 10 global brands originated in Asia.
Yet all the external elements are in place for original
Asian brands to thrive. The disposable income of Asia’s
rapidly growing population rises each year. Asian firms
that can meet demanding OEM requirements can certainly meet consumer requirements. Cheap money in
most Asian markets makes capital easy to raise. The
same cultural forces — movies and television — that
once propelled U.S. brands overseas are now exposing
Asian brands worldwide, thanks to the global popularity
of Japanese anime, South Korean soap operas, and
Hong Kong and Taiwanese movies.
In Asian Brand Strategy: How Asia Builds Strong
Brands, branding consultant Martin Roll attempts to
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power people to become brand ambassadors,” “create
the right delivery system,” “communicate!” “measure
brand performance,” and “adjust regularly — be your
own brand agent.” This list represents excellent advice
for all companies, not just Asian ones.
However, anyone with even minimal branding
experience in Asia understands that Asian companies
face two sets of challenges. The first set involves the
branding hurdles every company faces, such as distribution, product quality, customer relationships, promotion, and measurement. The second involves challenges
unique to Asia, including distribution across a large geographic area; low per-capita incomes in many countries;
a vast number of cultural, linguistic, and religious differences that can complicate packaging and messaging;
government restrictions on marketing activities; hyperacute price consciousness; and the collectivist attitude
noted earlier. Clearly, management or branding tactics
common in the West may not always work in Asia.
Finally, South Korea, Singapore, and Japan are the
most wired countries on Earth, and China’s Internet
penetration is growing exponentially. Yet, curiously, the
book’s index lists just one reference to the Internet, and
digital branding is ignored.
As Mr. Roll correctly notes, Asian companies
strongly want to make the leap from OEM to OBM.
They recognize that it will lead to greater profitability,
opportunities for better strategic relationships, and
increased leverage for their marketing spending. Mr.
Roll has packaged his invaluable insights in conventional “marketingspeak” from the 1990s, such as “brand
personality,” “change agents,” and the impossible-tomeasure “brand essence,” but they will nonetheless serve
as a well-written introduction to historical marketing for
newly minted brand managers. +

Nick Wreden (nick@fusionbrand.com), a marketing consultant who
works with large technology companies and other Fortune 500 firms,
is the author of ProfitBrand: How to Increase the Profitability,
Accountability and Sustainability of Brands (Kogan Page, 2005).
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explain why the number of Asian brands is not commensurate with the region’s economic, manufacturing,
and consumer power. The reasons include an insufficient understanding within Asian companies of the
value of branding, an overemphasis on short-term
results, and a focus on marketing tactics rather than on
strategic branding. Mr. Roll perceptively observes,
“Most Asian firms still view branding as advertising or
logo design.” Other factors include lack of intellectual
property protection and little innovation in product
development.
To ensure that Asian branding power matches its
economic power, Mr. Roll suggests “a new paradigm for
the Asian boardroom.” A brand-driven organization, he
notes, has three traits: the right boardroom mind-set,
appropriate organizational skill sets, and sufficient organizational and financial resources allocated to branding.
The creation of the new paradigm requires that a company shift from viewing branding as a marketing function to seeing “branding as the DNA and most essential
function of the firm led by the boardroom,” and that it
develop a better understanding of consumer behavior,
abandon colonial imagery of the past, become a trendsetter, and align organizational functions behind the
importance of branding.
The book’s most interesting chapter looks at how
contemporary Asian dynamics affect original brand
manufacturing. Many Westerners still see Asia archaically as made up of peasants, pagodas, and Buddhist
priests, but it is now modern and extremely urban, characterized by a mosaic of cultures and a willingness to
look East instead of West for ideals. Other factors
include a large rural–urban divide and a substantial
Islamic presence. Finally, Asian social structures and
mores are different from those in the West: “The
Western need for self-actualization is replaced in the
Asian context by social needs of status, admiration and
affiliation. Autonomy and independence are not as
important or at least do not have the same connotations
as in the West.” Because of the multiplicity of languages,
cultures, and religions, social in-groups are extremely
important.
Mr. Roll outlines 10 steps to building an Asian
brand, beginning with “the CEO needs to lead the
brand strategy work.” Thereafter, he advises companies
to “build your own model as not every model suits all,”
“involve your stakeholders including the customers,”
“advance the corporate vision,”
“exploit new technology,” em-
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W

hen cultural or technological changes create the need for a term to include a modifier to make its original meaning clear, the
new phrase is called a “retronym.” Some
examples are analog clock, birth mother, and snail mail.
Another is mainstream media, a term now used to
describe what we used to think of as simply media.
The reason we need that last retronym is, of course,
the Internet. The Web gives everyone an outlet and creates a platform that makes little distinction between the
multi-Pulitzered New York Times and a blog created last
week by your next-door neighbor. All that separates
them is money, history, and reputation. But in a world
where many viewers get their news from Jon Stewart’s
Daily Show, where a blogger brought down a giant of
journalism like Dan Rather, and where the Times has
suffered its own share of bruises, history and reputation
are a double-edged sword. Technological change led to
the last wave of media-related retronyms, and now two
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that media businesses can and should factor into their
strategic thinking.
Not Child’s Play

Games do not occupy the bandwidth in popular consciousness that music or movies do, but when it comes
to revenue, they give every other type of media business
a run for its money. U.S. computer and video-game software sales reached $7 billion in 2005, according to the
Entertainment Software Association. Games are also
important because of their “multiple platforms” and
cross-pollination imperatives for entertainment content.
Almost every action film and children’s movie has a
game version, and many games have inspired movies.
Computer games are mesmerizing. Like other popular fads (hula hoops, Rubik’s Cubes), they are simple to
learn but difficult to master, with
multiple levels of achievement.
Smartbomb: The Quest for Art,
Entertainment, and Big Bucks in the
Videogame Revolution, by Heather
Chaplin and Aaron Ruby, describes
how games have embedded themselves in the popular culture.
The Sims is a good example. Its
appeal is global, with versions in 14
languages — from Thai to Italian.
One of Smartbomb’s most significant revelations was that the game’s
creators did not have to make
changes to the characters or environments of the Sims games to
make them feel familiar to players in different countries.
Instead, they used U.S. television shows as their template. Sitcoms like Friends may not be an accurate depiction of life in America, but because these programs are
shown all over the world, they have become a cultural
touchstone that makes everyone feel at home. “The
Sims takes place within a culture of Americana, a culture
and society that never really existed, not even in
America, but one with which people all over our mediasaturated globe can identify,” write the authors.
They explain that games, like movies, are not “constrained by the narrowness of possibility space.” Movies
have made us believe in aliens and modern-day
dinosaurs. We’ve seen interplanetary travel, we’ve seen
the Empire fight the Jedi, and we have seen the sinking
of the Titanic. And yet, a significant portion of the audience wants more — they want to interact with and con-
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cultural forces are fast altering the media landscape: fractionalization and wikification.
The most compelling media writing of the year
addressed how these two powerful, apparently unstoppable, and seemingly opposing forces are shifting the
tectonic plates beneath the foundations of the industry.
Fractionalization is media’s answer to Starbucks; every
individual can come up with his or her own special combination of ingredients. As a result, we now live in a
world of microhits and microcelebrities, where almost
everyone is both a consumer and a creator of content.
Meanwhile, wikification is bringing people together
independently but collaboratively on an unprecedented
scale to create and refine content of every conceivable
sort. Hordes of volunteers have built Wikipedia into a
reference tool with 10 times as many entries as the
Encyclopedia Britannica and a surprisingly high level of accuracy.
Those who will thrive in this
new environment understand that
the forces of fractionalization and
wikification are neither contradictory
nor complementary, but intertwined.
The most popular sites on the
Internet, such as MySpace, eBay, and
Amazon, succeed because stunning
amounts of their content and structure are created and maintained by
independent individuals at no cost to
the company. Each user gets a highly
individualized experience made possible through the participation of all
users. The most significant challenge for all businesses in
the next few years will not be responding to fractionalization and wikification, but rather mastering them to
create a specific personalized interface that leverages the
participation of everyone.
This year’s best media books describe the principles
well. It is not a coincidence or an oversight that none of
the titles on my list focus on traditional media. Some
good books did come out, filled with careful reporting
and serviceable assessments of the ups and downs of network television and movies. But they all seemed a little
antiquated and backward-looking.
The books I have selected have their flaws. All four
of them feel padded and are overenthusiastic, even
Panglossian, about their pet theories. But each is worth
thoughtful attention, and together they provide a context

Wikifying Geniuses

The same two themes resonate through An Army
of Davids: How Markets and Technology Empower
Ordinary People to Beat Big Media, Big Government, and
Other Goliaths, by University of Tennessee Law Professor Glenn Reynolds, founder of the popular blog
Instapundit.com. Bloggers write about what matters to
them, and topics range from the broadest issues of politics and policy to the narrowest personal experiences and
preoccupations. The mainstream media (MSM), by
contrast, seek out the lowest common denominator to
interest as many people as possible. Professor Reynolds’s
main insight is that “small is the new big,” but he tries
to extrapolate too much from that point. His claims that
individual-centered technology will dramatically
improve counterterrorism efforts and extend the human
life span are very rosy, to say the least. Still, as enthusiastic as Professor Reynolds is about the empowering aspect
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of blogs, he recognizes that technology helps the bad guys along BOOKS
with the good ones.
His discussion of blogs and their appeal to both
their creators and their readers is very worthwhile. Blogs,
in his view, broaden the community of discourse to
include the community of interest, a perfect example of
the combination of fractionalization (almost all blogs are
created by individuals) and wikification (the millions of
bloggers have created a media category with stunning
breadth of coverage). As the mainstream media cut back
on international coverage, blogs take up the slack. An
Army of Davids describes how an Iraqi blogger reported
war crimes that Professor Reynolds subsequently wrote
about, alerting an American military blogger in Iraq,
who then reported the crimes to authorities, leading to
a soldier’s court-martial.
The Google Story: Inside the Hottest Business, Media,
and Technology Success of Our Time, by David A. Vise
and Mark Malseed, makes the point that Google may be
the ultimate wikifier. It is astonishing to realize that one
of the biggest and fastest-growing companies in the
world has never spent a penny marketing its search service, which is given away to users. Google’s revenues
come from advertisements that have two unprecedented
advantages: 1) They can be sold to anyone with a budget of any size and can be placed in outlets of any size;
2) The ads are uniquely targeted to ensure that they
will appear only to those who are likely to be most interested in them. The genius in Google’s business model is
that the world is generating the pages for its ads and the
content for its searches.
The core of Google’s wiki-ness lies in its search
function, the ranking system of which relies on users.
Further, Google does not need to create content; that is
done continuously by others. The more content that is
added to the Internet, the more Internet users need
Google to find it — and the more valuable is Google’s
ranking and its ability to target ads on the basis of
what people are searching for. The world also serves
as Google’s focus group; Google wikifies its consumers
into beta testers by encouraging them to try out new
services, provide feedback, and even create their own
add-ons.
Google’s motto, “Don’t be evil,” turns out to be not
just a corporate value but an indispensable part of the
brand. The company’s decision not to permit ads for
alcohol, pornography, or cigarettes is part of what makes
it trustworthy. Google is successful because users trust it
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trol those stories. The appeal of games is that they create
a direct, highly personal connection to the consumer.
Some games have the ability to learn each player’s
tastes and desires, the same way TiVo and Amazon can
prompt users to choose TV shows or books that might
suit them. Video games are where fractionalization and
wikification intersect, and Smartbomb illuminates both
phenomena. Games are highly individualized, but they
are also strong community builders. And everyone helps
to create the content. After only a few months of operation, Star Wars Galaxies, an online game, had more “citizens” than Birmingham, Ala., or Anaheim, Calif. If you
do not think games are a subset of media, listen to this
Xbox executive, who says he is trying to take consumers
from movies and television: “We’re competing for
leisure time here.”
Smartbomb delivers invaluable insights into the
video-game industry’s astonishing appeal, breadth, and
innovation. Further, the book illuminates the way that
the industry, in appropriately viral form, is transcending
its origins as a diversion for college kids and bar patrons.
The U.S. Army, for example, is using video-game technology to develop training materials and is even drawing
on games to develop the kinds of strategies and communication capabilities 21st-century soldiers need.
Similarly, there is enormous potential for expanding the
social networking and interaction that began with fantasy environments like EverQuest and Star Wars Galaxies
into online communities built around a range of ideas
and characters as varied as those in movies or books.
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influential media title, The Long Tail describes how
“infinite shelf space” and “abundance” on the supply
side of the economy — think Amazon and Netflix —
are transforming the expectations of the demand side.
Hits, says Mr. Anderson, will always be important. They
serve as a source of common culture around which narrowly targeted markets can form. That is, hits are surrounded by clusters of “micro-hits” that are popular
enough to be profitable. Mr. Anderson then shows how
the concept of the management of scarcity is changing.
Currently, for example, the manager of even a very large
bookstore must cope with limited shelf space by allocating it to the books that are likely to sell the most copies.
But technology has created an economics of abundance:
Amazon’s cyber “shelves” contain every book in print,
and every CD and DVD as well.
Netflix and other online sellers also have unlimited
shelf space. People can get exactly what they want, and,
as it turns out, they want everything. Amazon and
Netflix have reversed the statistics of their bricks-and-

The issue is not whether Craigslist
can make money, but how it prevents other
businesses from maximizing revenue.
ness, history, culture, and strategy of this company that
in less than 10 years went from an idea to a universally
recognized brand. Google’s triumph in taking over the
search functions from rivals AOL and Yahoo (and its
mistake in failing to predict the reaction to its Gmail
advertising practices) makes compulsory reading.
Fractionalizing Amateurs

The Long Tail: Why the Future of Business Is Selling Less of
More, by Wired magazine Editor Chris Anderson, really
has only one point to make, and it’s stated in the title.
But it is a crucial one, and Mr. Anderson is a lively writer
with some great examples. Mr. Anderson says we have
witnessed the end of the culture of blockbusters, as markets fragment into countless niches. Today’s top-rated
television shows and music, for example, get nowhere
near the market penetration of the top-ranked comparable media in the 1970s. The Internet has enabled smart
entrepreneurs to bring niches within reach of the consumer, revealing latent demand for otherwise noncommercial content.
This year’s best and most
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mortar competition. At conventional stores, 68 percent
of the sales consist of the 100 most popular products. At
Netflix, meanwhile, 62 percent of the rentals are “microhits.” Every single one of Netflix’s 55,000 titles rents at
least once a quarter. Even if Blockbuster could stock all
of those titles (the typical outlet offers 3,000), the discs
might languish on the shelf because customers looking
for a quirky foreign drama wouldn’t put in the considerable effort it would take to find it.
Netflix helps create demand for niche titles by making it easy for customers to track down what they want
and by making recommendations based on the customer’s past choices. Netflix combines infinite shelf
space with real-time information. And that information
comes from the company’s other customers, who provide not only their rental data but also their opinions,
which, it turns out, other consumers like to read and
use. Mr. Anderson says the process boils down to three
steps: Make it, get it out there, and help me find it. The
increase in the range of choices on television has made it
very difficult for viewers to find exactly what they want.
What is needed is a Google for television to eliminate
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to deliver legitimate search results not skewed by relationships with advertisers.
However, that trust was shaken in 2004 when the
company launched its popular free Gmail accounts, and
then used its own technology to search the content of
e-mail to deliver targeted advertising to users alongside
their e-mail messages. Users rose up in fury and gave
Google a painful reminder of the importance of maintaining their trust.
Regardless, the company continues to be widely
admired. Thinking of joining up? Messrs. Vise and
Malseed include a copy of Google’s daunting job application in the book. One line asks for a haiku describing
possible methods for predicting search traffic seasonality.
Another book about Google published this year,
John Battelle’s The Search: How Google and Its Rivals
Rewrote the Rules of Business and Transformed Our
Culture (Portfolio, 2005), also covers the sociology and
policy implications of Google’s search algorithms. It is
worthwhile. But The Google Story also covers the busi-
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look and easy to use, traits that
are an essential part of its credi- BOOKS
bility and identity. The paradox of Craigslist’s success is
that founder Craig Newmark does not care about
money, which is why the site’s users trust it. Craigslist,
which is based in San Francisco, costs very little to run,
and Mr. Newmark already has plenty of money from
previous dot-com success. Even if he were interested in
selling the site, the sale itself would damage the brand’s
most significant identifying factor. How can MSM
compete with that? Not easily. Craigslist.com gets more
than 3 billion page views per month, ranking it seventh
on the Net. And, according to Mr. Weiss, Bay Area
newspapers are losing as much as $50 million a year in
classified-ad revenue to Craigslist. The issue here is not
whether Craigslist will make as much money as it could
if maximizing revenue were its goal.
The issue is how Craigslist prevents
other businesses from maximizing
revenue. It does not matter that
competing with MSM for classifiedad revenue is not a priority for
Craigslist; the fact is that it does, and
very effectively.
Still, there will always be a
market for professional media.
YouTube.com, the site where anyone
can post short videos (and which
was purchased in October by
Google), may showcase footage from
international conflicts alongside college students lip-synching in their
underwear, skateboarders crash-landing, and babies
laughing, but people still want to get news from those
who are established as trustworthy and knowledgeable,
and entertainment from those who have talent and
charisma. For advertisers, the challenge will be to find a
way to take what marketers have learned from consumers and what the consumers share with one another
to deliver information to the people who are most interested in it. For content providers, the challenge will be
to find a way to make consumers feel involved and connected, to help them find a sense of community, to
let them participate, to take the best of what they
contribute and help them communicate it to one
another and the world. (Those lessons should be on full
display in what promises to be next year’s most influential book: Wikinomics, by Don Tapscott and Anthony
D. Williams. The book’s subtitle, by the way, will be
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that frustrating march through the stations and to give
audiences an easy way to find what is most likely to
interest them.
Things are changing so rapidly that it is not surprising that the most provocative and insightful writing
on the media business I saw this year was not in a
book but in two magazine articles: John Cassidy’s
“Me Media” (New Yorker, May 15, 2006) and Philip
Weiss’s “A Guy Named Craig,” about the founder of
Craigslist.com (Jan. 16, 2006, New York magazine).
Both were more than lively and astute descriptions of
astonishing success stories; they were indicators of new
business models and harbingers of potentially devastating collateral damage to MSM.
Facebook.com, the subject of Mr. Cassidy’s article,
is a Web site for personal pages created by college students. It began in February 2004 at
Harvard, and within seven months,
it had a quarter of a million users.
They were the kind of people advertisers dream of: bright, young, educated, sophisticated consumers of
media and technology. The key elements of Facebook’s appeal seem to
be access to information within a
sense of community and privacy.
Because only college students have
access to the site and because participants have control over which of
their items are public and which are
for approved friends only, Facebook
users feel safe. Instead of finding
people with whom they share a dorm or a class, students
can find fellow vegetarians, reggae fans, or Republicans.
However, Facebook’s growing pains should be a cautionary tale for anyone hoping to replicate its system. Some
students post photos of parties that include classmates
who are not happy to have those moments made public.
And the open-to-anyone policy of Myspace.com has led
to concerns about predators who have contacted minors
through the site. But, as Mr. Cassidy notes, these networking systems tap into people’s need for connection
in a way that MSM never could.
The real cautionary tale, though, is the story of
Craigslist, an 11-year-old service for posting classified
ads for jobs, apartments, used cars, etc., as well as personal ads and restaurant recommendations. It is free to
use, except for help-wanted ads in three cities and apartment ads in one. Craigslist is intentionally low-tech in
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determined by visitors to www.wikinomics.com, a
superbly wikonian example of form driving content.)
One of the most popular Web sites for creating
blogs is Blogger.com (now owned by Google). Blogger
exemplifies both fractionalization, with millions of
mini-publications reaching passionate but small audiences, and wikification, as all of those publications are a
part of one very large category of content. Interestingly,
blogs are one kind of content for which Google’s famous
market-based search algorithms are not effective.
Because blogs change so rapidly, a search based on the
number of external links will not work; blog posts are a
moving target. Google has developed a separate search
engine for blogs, but so far it has not been as successful
as a competitor’s blog search engine, Technorati. Perhaps
10 years from now, all of Google will have been eclipsed
by Technorati, and we’ll be reading a business book
about how that happened.
As today’s media businesses redefine their niches
and delivery formats, the ones that will succeed are those
that find the right balance between the hits that appeal
to many people and the micro-hits that appeal to
enough people to earn their keep. The media businesses
that triumph will be the ones that find a way to offer the
broadest range of options and the easiest ways to sort
through them. Retronyms develop when new technologies carve out new categories. What used to just be “the
media” must now consider what it means to be “mainstream” and especially how to leverage its greatest assets
— experience, expertise, professionalism, access, and
reputation — as it learns to take advantage of the channels and opportunities to meet the specific needs of its
audience, as a whole and as individuals with particular
interests and growing expectations for content that they
get to choose and even help to create. +

otiation
I

published that are worthy of attention even alongside
Getting to Yes. One displays the word reasonable on its
cover, one has win, and the third features emotion.
Readers may take their pick.
To distinguish these books, it is helpful to recognize
that every negotiation involves three fundamental
elements: art, science, and wisdom. Artistry is always
involved, because negotiations can never be fully
planned; the circumstances vary too much. At the
heart of even the most mutually beneficial negotiation,
there is always a haggle between two conflicting
positions. A creative solution can clear a stalemate and
produce agreement, but not by eliminating or resolving
the conflict; rather, by suggesting new, acceptable concessions that make the conflict less intense. Making this
happen is the art of negotiation.
The second element is science. Why would one person ever concede anything to another? Because the first
person judges that without that concession, the second
person will walk away from the deal. The leverage held
by each of them can be determined analytically: It can
be expressed as the difference between the expected cost
of the concessions and the cost of a failure to reach
agreement. The science of negotiation is the process of
maximizing leverage — what strategists call advantage
— by analyzing this difference in cost (which is subject
to change at any moment).
The third fundamental element is wisdom. Every
negotiation entails some wisdom. Otherwise, we would
just have open conflict. Wisdom is the ability to observe
the negotiation as it evolves, so that one can seize the
opportune moment just as Prince William did. Wisdom
also involves the ability to anticipate the negotiation’s
most likely results after the deal is struck. A skilled and
ruthless negotiator may win every last demand, but
never again be invited to the table. A cultivated sense of
timing helps any negotiator reach his or her most
important goals: to win the most critical concessions, or
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n 1689, the English House of Lords was
debating what title to give Prince William
of Orange, who had recently chased James
II out of the country. Should he become
king, regent, or prince consort? Prince William summoned a group of prominent lords to his apartments
with this offer: Crown him king, or he and his army
would go back to the Netherlands, James would return,
and the lords’ heads would be in severe danger. Bingo!
Within two days, the House of Lords decided that king
was the right job title.
Such stories have a peculiar fascination. There
seems to be a kind of innate logic at play, an awareness
of the “golden moment,” when one side’s leverage is
heightened. In more mundane terms, if you are negotiating a job, you are well positioned to negotiate the
terms (including the job title) after the offer has been
made (in William’s case, after James had fled), but before
you accept it (before a new constitutional settlement had
been worked out). If only we could master that logic, we
would maximize our chances of coming out on top in all
the negotiations we undertake — in business, politics,
private life. Hence the stream of negotiation books,
which package that logic in different styles — reflective,
analytical, or wisecracking.
Among these books, few have rivaled Getting to Yes:
Negotiating Agreement without Giving In (Houghton
Mifflin), the 1981 book written by Roger Fisher and
William Ury. The original edition of Getting to Yes was
developed at Harvard University’s Negotiation Project,
which introduced an approach that focuses on mutual
interests and fairness, not on maintaining positions and
winning the contest of will. That approach has been
credited with helping political leaders resolve difficult
conflicts around the world. (In the spirit of disclosure,
I should add that in 1975 I designed and helped Roger
Fisher teach the Harvard course that preceded the book.)
In the last year, however, a trio of books have been
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The negotiation had crystallized Mr. Morita’s
awareness of his true goal, given his company’s purpose:
to establish the Sony brand. This knowledge helped him
take the risk of turning down Bulova. And that, in turn,
was critical to Sony’s ultimate success in global consumer electronics. One reason it’s so important to
understand the long-term purpose and intermediate
goals of a negotiating position is that this information
reduces risk aversion. Risk-averse people are more likely
to take the other party’s signals at face value and thereby
become easy to manipulate.
Perhaps Professor Shell’s most distinctive contribution is his discussion of science, particularly the way
negotiators use norms to secure their objectives. This
happens, for example, when one side encourages the
other to make concessions to appear consistent with
their professed ideals: “You speak
eloquently in favor of transparent
governance, which is fortunate
because we need you to make your
financial records available.” Another
interesting example is the use of
what Professor Shell calls “positioning themes”: the invocation of a
norm or expectation that would be
costly to break. In 1997, the
International Brotherhood of
Teamsters union defeated UPS’s
policy of restricting workers to parttime schedules. This victory came
about at least partly because the
union developed and exploited a
positioning theme — “part-time America won’t work”
— which rallied the workers and which the company
could not be seen to fight.
G. Richard Shell, as he acknowledges himself, is
a “collaborative” negotiator, and at times he seems
sanguine about the inevitable triumph of reason. Jim
Thomas, author of Negotiate to Win: The 21 Rules for
Successful Negotiating, has (as his book’s title suggests) a
more competitive style. Brash and direct, he opens the
book by telling the reader, “It’s not your imagination:
Things really are getting tougher.” In a world of shrinking margins, formerly fat and happy Westerners will
have to learn to pursue ruthless, frugal, competitive
deals in the global bazaar, whether they like it or not,
just to remain alive. He dismisses negotiators who aim
to discover the true needs and interests of the other
party. As he imagines it:

strategy + business issue 45

best books 2006 negotiation
27

possibly to negotiate a change in the rules that will provide winnings forever without any more negotiations
being necessary.
Art, science, and wisdom are covered in all three
books, but each treats them differently. In Bargaining
for Advantage: Negotiation Strategies for Reasonable
People, G. Richard Shell translates his understanding of
these elements into tactical advice. Professor Shell runs
the Wharton Executive Negotiation Workshop, and
his book is a comprehensive manual, including theory,
examples, and practical tips. (This new version of a
1999 edition is so thoroughly revised that it is worth
including among the best books of this year.)
Bargaining for Advantage points out that different
individuals have different negotiating styles (and
includes a self-assessment tool for helping readers determine their style). Different styles suit
different situations: The collaborative, problem-solving negotiator is
well suited to complex negotiations
in which the ongoing relationship
matters; the competitive negotiator
to simpler, zero-sum negotiations.
We cannot always choose the type
of negotiation we enter into, but
we can choose the negotiator who
represents us, or the persona we take
on when we negotiate for ourselves.
Here is where artistry comes in: A
skillful, self-aware assessment of
oneself and one’s representatives is
the first step of a successful negotiation. The recognition that not everyone needs the same
lessons marks Professor Shell as a sophisticated educator.
He also showcases wisdom, particularly in his tales
of great negotiators. For example, in 1955 Akio Morita
came to the United States to sell Sony’s new transistor
radios and establish the company’s brand name in the
U.S. market. There was very little interest until Bulova
offered to buy 100,000 units, a deal that would have
been hugely profitable for Sony. Unfortunately, Bulova
insisted that the radios be marketed under the Bulova
brand name. Mr. Morita agonized and cabled his board
for instructions. They did not hesitate and told him to
accept the deal. However, he did not follow their
instructions, rejected the deal, and somewhat later
secured a less lucrative distribution arrangement that
allowed Sony to use its own
brand name.

BUYER:

“I want a 10% price rollback. Now.”
SELLER: “I hear what you are saying…but what
are we really talking about? Is this a recognition
thing for you? An empowerment thing? Do
you feel my company has not treated you with
enough respect in the past? Let’s be honest with
each other.”
BUYER: “Thanks, pal, but if I’d wanted psychotherapy, I woulda’ called a shrink. I’m here
to talk pricing. And I’m in a hurry. What’s it
going to be?”
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Mr. Thomas’s book is thus primarily about tactics in
the core “science” process of negotiation: getting the
other side to make concessions in a zero-sum game. He
is somewhat skeptical about the “creative” side: It is
important, he admits, but the
returns should not be exaggerated.
While Professor Shell’s book suffers
from excessive complexity — it is
chock-full of frameworks and structures, with four steps, four types of
negotiation, five styles, six foundations, and no single organizing principle — Mr. Thomas’s book is
refreshingly straightforward. He
offers seven critical rules, four
important but obvious rules, 10
“nice to do” rules, and a bit about
ethics and special situations. To its
credit, the book always explains the
logic of its advice. It is not especially
original, but it is punchy, no-nonsense, and humane.
Although Mr. Thomas has a more competitive style
than Professor Shell, he places just as much emphasis on
the importance on relationships and is actually tougher
on ethics, stating categorically that negotiators should
never lie. As for wisdom, he admonishes the reader not
to “hose” the other side — not to use every bit of leverage and every tactic in the book to get the best possible
deal. Given widely prevalent norms of fair play, such
“win-lose” deals really pay off only when there will be no
subsequent relationship. Instead, the Thomas-guided
negotiator seeks a win-win deal, meaning that both parties feel they have achieved their objectives even if they
have not maximized their gain.
Ironically, this discussion of purpose is the one place
where the hard-edged and ruthless Mr. Thomas turns
out to be a bit too benevolent. Major retail chains, for
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example, bargain very hard with
their suppliers — Wal-Mart BOOKS
under Sam Walton was known as “the rudest account in
America.” This did not stop the vendors from supplying
the company, and it did not stop Wal-Mart from
becoming the biggest retailer in the world. Of course
you have to keep the other side alive if you want to work
with them again — but only just long enough to fulfill
your objectives.
In reality, as I have found in my 20-year career as a
professional negotiator, it is more useful to stay focused
on balancing short- and long-term outcomes.
Optimizing the latter may require modification to the
negotiating strategy. This does not necessarily mean
being soft — indeed, one of the classic justifications for
adopting a tough negotiating stance is the need to manage future expectations. A vivid
example is negotiations with terrorists, which might involve short-term
concessions, but only if they are not
seen as leading to long-term loss of
control over the situation. A more
everyday case is traditional employment negotiations, in which an
unequal power relationship established at the outset may prove very
useful later to the party that starts
with the upper hand — this is usually, although not always, the employer. This may not sound very nice,
but it is reality. The fact is that there
are many negotiated injustices in the
world, and good (efficient) negotiation is not always
good (moral) negotiation.
One of Mr. Thomas’s important but obvious rules
is “keep the climate positive,” and much of Roger Fisher
and Daniel Shapiro’s Beyond Reason: Using Emotions as
You Negotiate focuses precisely on how to do this. The
authors make plain that negotiation is not just a matter
of logic, but of emotion, too. The book is a sequel to
Getting to Yes, but it also represents a significant change
in Professor Fisher’s thinking. For most of his career,
he has been on record as saying that the single critical
factor in the ability of a negotiator is clear thinking and
logical capability. Personally, I have long disagreed with
this; when analytically trained people overlook the emotional resonance of their negotiations, they can damage
their own and everybody else’s interests. But his coauthor, Dan Shapiro, is a trained clinical psychiatrist. If
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talks with Menachem Begin and Anwar Sadat in
the 1970s:
Begin had asked for autographed pictures of
Carter, Sadat and himself to give to his grandchildren. Carter personalized each picture with
the name of a Begin grandchild. During the
stalemate in talks, Carter handed Begin the
photographs.… [Begin’s] lips trembled.… He
and Carter talked quietly about grandchildren
and about war. This was a turning point in the
negotiation.… Begin talked to Carter about
difficult issues without resisting or walking out.
Professor Fisher and Mr. Shapiro offer sensible,
enlightened advice about how to meet everyone’s core
concerns. The book is well structured and extremely clear, with
good examples. Much of it will be
useful in a far wider range of situations than the negotiating table.
Perhaps the most interesting
part of the book is an account by the
former president of Ecuador, Jamil
Mahuad, of his negotiations with
President Alberto Fujimori of Peru
to settle a long-running border dispute in the Amazon. A turning
point came when Professor Fisher
advised the two presidents to be
photographed not simply shaking
hands, but poring over a map, pencils in hand. This created an expectation in both
countries that a solution would be found and that the
presidents would be responsible. The photograph created one of Professor Shell’s “positioning themes.” The
solution involved concessions on both sides, but it was
no longer a simple zero-sum game: There was to be an
international conservation park, and an allocation of
sovereignty rights to Peru and property rights to
Ecuador.
Together, these three books make clear one thing
that none of them emphasizes heavily enough:
Negotiation and leadership are inextricably linked.
Good negotiators must think about the interests of all
the parties concerned — their objectives, style, and tactics. They must inspire others to collective purpose,
making friends with the other side, and setting norms
that will favor the desired goals (as President Carter did
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he could persuade Roger Fisher of the value of emotion
in getting to “yes” (and apparently it took a number of
years), then he should be persuasive enough for anyone!
The book thus makes a good case that successful
negotiators do not suppress feeling. They “read” it, in
themselves and their counterparties, and this then
becomes the source of their wisdom: It helps them
understand what is going on. Emotional skill is also
directly related to the art of negotiation: the ability to
express emotion in a way that encourages others to recognize and express their own feelings, and thus influence
what is going on more effectively. There is also a link to
science. Good negotiators do not try to manage emotions directly, because emotions are too complex and
fluid. Instead, negotiators dispassionately analyze the
“core concerns” that have given rise to the flood of feeling that is already in the room when
an important negotiation takes place.
The authors identify five concerns that affect a negotiator’s emotions: appreciation (being valued),
affiliation (being welcomed in the
group), autonomy (being trusted to
make independent judgments and
act accordingly), status (being recognized), and role (having the authority
to change the mission). When these
concerns are satisfied, then people
feel positive. When they are not, people tend to feel negative. It is easier to
negotiate with someone who feels
positive than with someone who feels
negative — and when feeling positive rather than negative oneself. Accordingly, the bulk of the book is about
how to help others (and yourself) satisfy these concerns.
A negotiator does not have to expect a long-term
relationship with his or her counterparty to benefit from
predominantly positive feelings on both sides of the
table. For example, optimism helps generate the kind of
problem-solving approach that can unblock an impasse.
Anger on the other side can reduce your leverage,
encouraging the other side to walk when a coolly rational perspective would keep them in the room. Above
all, positive emotions help build trusting relationships,
which, whether or not they last beyond the negotiations
themselves, help the parties think creatively and make
less risky concessions.
The authors cite President
Jimmy Carter’s Camp David

with the photographs). They must mobilize others to
play a part in moving toward common purpose and
objectives, which allows each side to make concessions.
And they must empower others, giving them the tools
they need (including a signed contract) to deliver the
desired results. These are the tasks of leadership as well.
In short, every act of leadership is a form of negotiation,
and every successful negotiation is a form of leadership.
Beyond Reason is the best negotiation book of the year
because it illuminates the often overlooked but critical
factor of emotional presence. But all three books,
spelling out the art, science, and wisdom of negotiation,

are indispensable for learning
leadership in general. +
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Nikos Mourkogiannis (nikos@panthealeadership.com) is the
chairman of the board of Panthea Ltd., a consulting firm based
in London and a senior advisor on leadership to Booz Allen Hamilton.
Formerly a senior executive with the Monitor Group, Westinghouse,
and General Dynamics, he taught international negotiation at Harvard
University. He is the author of Purpose: The Starting Point of Great
Companies (Palgrave Macmillan, 2006).
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Strategy
THE Growth

Conundrum
by Chuck Lucier and Jan Dyer

T

oday, growth occupies a top spot on most
management agendas, and it is no wonder.
Extraordinary gains in revenue and profits
are a defining characteristic of the companies that achieve the most definitive (and elusive) standard of success: above-average returns to shareholders.
To meet shareholders’ demands for revenue and earnings
growth, managers are increasingly looking outside their
core business for growth opportunities — particularly
through the creation of new businesses and acquisition
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They are developed with intentionality and ongoing
decision making to enable adaptation and learning.
More than just organizational imperatives or a high-level
concept, a powerful strategy must answer key conceptual and operational questions: What is the new business’s
primary objective (not just a financial target, but something grounded in the underlying economics; e.g., reliable, low-cost commuter travel)? What will the initial
business model look like? (Or, for existing businesses,
What changes to the business model should be made?)
And how will each aspect of the business model maximize the probability of success? Finally, because successful business model innovations rarely turn out exactly as
planned, fleshing out the initial model is only one part
of the operational decision making. Establishing an
ongoing decision process for how the initial model will
adapt and change is essential to
improving its chances of success.
Unfortunately, most currently fashionable theories of strategy
aren’t this specific. Many writers
seem to be satisfied with the neartautology that being a sufficiently
agile innovator yields great results,
and dismiss any company with
poor results as a poor innovator.
Tautologies don’t help managers
deliver better performance.
Fortunately, three current
books offer valuable insights for
growth through new business innovation. Anyone involved in business
innovation will benefit from the practical guidance and
case studies offered in these titles.
The Conceptual Approach

The Growth Gamble: When Leaders Should Bet Big on
New Business — and How They Can Avoid Expensive
Failures opens with a sobering review of the experience
of major corporations trying to launch a new business.
It draws on the authors’ broad statistical study, as well as
in-depth reviews of various companies, to show how
growth initiatives often turn into unsuccessful gambles.
At Royal Philips Electronics, for example, 42 significant
investments in new businesses over three decades produced five major contributors to shareholder value and
15 smaller successes (mostly part of divisional new business efforts), but the total expenditure for these new
businesses probably exceeded the value of the successes.
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of potential growth platforms.
But the sad truth is that most such attempts to grow
fail. In fact, the value destroyed by failures generally outweighs the value created by the occasional success.
Growth through acquisition of additional “legs” is an
example. Although acquisitions tucked into a company’s
current core business often create value through new
avenues of growth, numerous studies have documented
their substandard returns. An even more problematic
approach, “let a thousand flowers bloom” — spawning
numerous innovative ventures with the expectation that
a few might succeed — can destroy the most value.
Thankfully, this method, popular at the height of the
dot-com bubble when corporations tried to ape venturecapital firms, has largely fallen out of favor. Unfortunately, a somewhat abridged version based on the hope
that “if we plant it, it will grow” lives
on in general calls for business model
innovation. Like its forebear, this
approach has produced few successes
but many value-destroying costs.
Why do all these initiatives fail?
In part, because the development of
valuable new businesses is the toughest challenge in business — far more
difficult than sustaining an existing
enterprise. Existing businesses benefit
from inertia: customers won’t switch
unless they are given a good reason,
few employees leave voluntarily
unless their compensation falls significantly below market rates, and
returns on sunk investment may persist at substandard
levels as long as a company can’t generate more cash by
selling the assets. In contrast, rapid growth requires a
dramatically superior value proposition that gives customers of other companies a reason to switch, sufficiently attractive compensation to attract large numbers of
new employees, and returns on capital that draw new
investors. Our own research shows that rapid growth
typically requires a company to be about 20 percent better than would be required to sustain the business.
The other principal reason, in our view, is the lack
of an effective strategy. Most new businesses (or acquisitions to establish a growth platform) are launched with
little more than a high-level concept and a commitment
to create a more “agile, innovative” organization: “If you
plant it, it will grow.” But successful businesses don’t just grow.
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ness, like Hewlett-Packard’s
computer business (started to BOOKS
provide a reliable supply of minicomputers to support
HP’s test business) or Boots’s line of over-the-counter
pharmaceuticals. Another 15 percent of the successes
were “rare games,” where demand outstrips supply for
many years and the main advantage comes from investing early, like Barclays’ early entrance into credit cards.
Because most managers look for near-adjacencies when
exploring growth through new business innovation, the
large number of successful alternatives suggests other
attractive opportunities.
The authors offer less help on the operational
aspects of strategy. For example, rather than trying to
accelerate idea generation, they argue, companies should
embrace the natural flow of concepts from within the
company. They recommend using
the traffic lights to link top-down
and bottom-up processes — increasing clarity in the former while
imposing discipline on the latter.
But they do not illustrate the more
intentional, dynamic processes that
lead to successful new innovation.
The Growth Gamble’s appendix
is a bonus. Mr. Campbell and Mr.
Park review 10 other books, hypothesizing the advice each author would
give to one company, and contrasting that advice to their own. Not
only did the appendix stimulate us
to read some books we didn’t know
about, but it also clarified the differences in content and
emphasis among authors who seem to be saying many of
the same things.
Strategic Operating Questions

Ten Rules for Strategic Innovators: From Idea to Execution
is the best book we’ve seen on the “how-tos” of creating
an innovative new business, and thus the single best
strategic book of the year. The authors’ five case studies
— Corning, the New York Times, Analog Devices,
Hasbro, and an unnamed manufacturer of computer
printers — reflect our own experience with clients. In
short, this book rings true. Furthermore, the 40 percent
success rate the authors observe is the same we’ve found
in our work on strategic innovations.
To turn a powerful idea into a successful business,
authors Vijay Govindarajan and Chris Trimble, both of

best books 2006 strategy

Authors Andrew Campbell and Robert Park urge
caution, encouraging managers to focus on growing the
core business and to resist committing to new business
innovation merely because growth is slowing. For corporate leaders who decide to gamble, however, the book
includes a database of 54 examples of significant new
businesses created by 44 different companies. The
authors suggest four “traffic lights” for determining
whether a growth initiative is strategically sound. Don’t
proceed if any of the traffic lights is red; look for business opportunities where most of the traffic lights are
green; treat yellow lights as a caution.
• Do we have a significant advantage (green),
small or uncertain advantage (yellow), or significant disadvantage (red) in this new business?
• Is the profit pool unusually profitable (green),
average (yellow), or paltry (red)?
• Do we have leaders (and
sponsors in the parent company)
who are clearly superior in this new
business (green), comparable to
competitors (yellow), or relatively
weak (red)?
• Is the impact on our existing businesses likely to be positive
(green), uncertain (yellow), or negative (red)?
Although none of the traffic
lights may seem novel, the real power
of The Growth Gamble lies in the
detail that it offers about how to
evaluate each stoplight. To assess
value advantage, for example, look at the unique contribution of the business you want to start, compare it to
the value of the competition’s offerings, and then consider the possible value in trading your business off to
someone else. (Collecting a royalty can capture most of
the value of a company’s unique contribution without
the risk of developing a business.) Also consider the
inevitable cost — to both your operating staff and your
corporate team — of learning any new business.
The Growth Gamble offers some interesting insight
about how successful business innovations achieve their
objectives. Not surprisingly, most of the successful new
businesses Mr. Campbell and Mr. Park studied were
near-adjacencies to the core business. But it was a relatively small majority — about 60 percent. Another 15
percent grew out of “saplings”: activities that were
already under way but weren’t yet considered core busi-
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A Better Value Proposition

Although 10 Rules offers the best discussion we’ve seen
about the operational side of strategic innovation, it
ignores the conceptual content of any new business
endeavor. Jack G. Hardy’s The Core Value Proposition:
Capture the Power of Your Business Building Ideas helps
fill that gap.
Mr. Hardy believes that the key operational objective of any growth-based initiative is to create a much
better value proposition, as seen through the eyes of customers, than competitors provide. To achieve that objective, he recommends focusing on five elements of a “core
value proposition”: the core idea, the benefits for customers, the target market, the desired perception (“How
do we want to be perceived by customers, employees,
and suppliers?”), and the reward. As few business writers
seem to do, he understands that “what’s in it for us” will
be different for owners, employees, partners, and shareholders. He then describes a framework, called a “focus
funnel,” that helps decision makers choose among alter-

Forget mind-sets and biases from traditional
core business — but borrow their supply
networks, expertise, and credibility.
recommend holding leaders of potential strategic innovations accountable for learning, not for profitability
and growth. After all, the value created by a strategic
experiment is primarily a function of its likelihood and
speed of success (i.e., its ability to learn), not its profitability and growth during the experiment. Those metrics are better applied to existing businesses.
The heart of 10 Rules is detailed guidance about the
“organizational DNA” of the new strategic enterprise.
“In the context of strategic innovation,” the authors
write, “organizational DNA matters because CEOs cannot be on call to solve every problem that NewCo faces.
They cannot make every decision; instead they must
shape decisions by encoding assumptions, values, and
decision biases into NewCo’s DNA at the time it is created.” This DNA includes the familiar elements of staff,
structure, systems, and culture. Ten Rules excels in its
ability to provide actionable organizational guidance
for designing these elements, and for linking the assessment of the causes of problems to recommendations
of solutions in the context of
real cases.

BEST

BOOKS

06

natives. Select your five most powerful ideas first, then
pick the three most powerful for customers, and finally
the single most attractive core value proposition.
Mr. Hardy is a self-professed “marketing guy” who
started out at Young & Rubicam and IMC, and later
served as marketing director and then CEO of the
Western hemisphere for Colgate-Palmolive. His little,
self-published book is a compilation of his experience,
powerful in its brevity and clarity. It is obviously intended to be primarily a handbook, guiding managers
and entrepreneurs to conceive and execute a single, powerful idea successfully. It is not a comprehensive strategy
book, but to be fair, Mr. Hardy didn’t set out to write
one. What he has done is provide a powerful set of tools
for addressing the conceptual “what?” of business model
innovation. His advice is also consistent with our own
experience. For example, his focus funnel demonstrates
the limits of brainstorming. The individual ideas produced in a brainstorm are seldom powerful enough to
be the core of a successful integration; it’s the postbrainstorm refinement and synthesis of the concepts
that germinate powerful core value propositions.
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Dartmouth’s Tuck School of Business, recommend: “forget, borrow, and learn.” Forget assumptions, mind-sets,
and biases from the traditional core business, because a
new business (as opposed to a business extension) must
be fundamentally different from a company’s traditional
core business. Borrow assets like existing customer relationships, distribution channels, supply networks,
brands, credibility, manufacturing capacity, and technological expertise from the core business, because those
assets confer a significant advantage over entrepreneurial
startups. Learn to make ideas — some of which may not
be new — work together in ways that are fresh to your
industry. And learning quickly minimizes the time to
profitability, lowers risk exposure, and maximizes the
chance to overwhelm the competition.
The authors argue that the key measure of learning
is the ability to predict future performance. They recommend “theory-focused planning,” a process based on the
scientific method designed to test a series of predictions
until they lead to sufficiently reliable forecasts. They also

The Growth Gamble, 10 Rules, and The Core Value
Proposition provide complementary guidance. For corporate managers trying to satisfy investors’ demands for
growth, The Growth Gamble focuses on answering “what
to grow?” The Core Value Proposition goes into further
detail, explicating “how to decide what?” (think of it as
“how to make a seed”). And then 10 Rules guides managers in the details needed to charter and learn from new
business experiments — how to keep them growing.
Planting a new business does not mean it will grow.
These books show how to go beyond mere commitment
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ity the poor CEO or board member at a
public company these days. Long gone are
the good times when top executives could
keep their perks — Gulfstream travel and
swank apartments in New York or Paris, for example —
largely secret from shareholders, regulators, and nosy
journalists like me. Enron, WorldCom, Tyco, and a few
lesser scandals changed all of that, and public companies
now face stringent rules on disclosing both compensation and perks. Even companies that are famously
unconcerned with public perception are suddenly going
to great lengths to explain why perks like $1.8 million in
security services for the CEO in 2006 (I’m not making
this up) represent a legitimate business expense.
Of course, justifying questionable business expenses is really only a small part of the regulatory challenge
facing many American companies. Several new books
that explore subjects that loosely relate to corporate
governance, or the lack thereof, demonstrate that
Sarbanes-Oxley, the U.S. legislation passed in July 2002
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into the kind of strategically
driven cultivation that yields BOOKS
profit and revenue growth in the end. +
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An Insider’s View
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Years ago, when I worked at a newspaper that was part of a large national chain, a fellow reporter and I used
to joke about the book we’d write one
day when we left the newspaper
industry. We’d talk about the dysfunctional management, the yes-men
(and -women) who coasted on compliments, and the fact that we were
expected to declare on our time
sheets that we’d worked 40 hours,
even though we often spent 60 or
more chasing down stories. I mention this not because I’m still interested in writing that book, but because
it came to mind as I was reading William A. Dimma’s
excellent new book on corporate governance, Tougher
Boards for Tougher Times: Corporate Governance in the
Post-Enron Era.
Mr. Dimma, the former president of Toronto Star
Newspapers, joined his first corporate board in 1963
and has sat on 55 for-profit corporate boards and 40 or
so nonprofit boards, the majority of them in his native
Canada. As a result, he offers a real insider’s view of life
in the boardroom — warts, fancy retreats, and all. You
know he’s calling on personal experience when he
reflects on today’s CEOs: “What we seem to have
spawned, not universally but too often for comfort, are
individuals who are amoral at best, immoral at worst.
They are egocentric, grasping, cynical and manipulative.” The situation wasn’t always
this bad. Thinking back to
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another time, Mr. Dimma writes, “Once management
served shareholders first. Or at least more frequently
than today. Now too many senior executives serve themselves first.”
But Mr. Dimma hasn’t given up hope. His book is
clearly intended as a call to arms for directors. Indeed,
Mr. Dimma contends that committed, engaged, proactive directors are the antidote to the problems plaguing corporations. He argues forcefully for a separation of
power between the chairman and CEO. The idea isn’t
revolutionary; a small but growing number of American
companies have begun to embrace it, mostly under pressure from institutional investors. But what makes Mr.
Dimma’s position compelling is that he is a longtime
director advocating for the same sorts of changes that
corporate gadflies have long called for.
Mr. Dimma is particularly
tough on compensation consultants. Employing them is almost
always a bad idea, he writes, because
of their inherent conflicts of interest: They negotiate with the board
for CEO pay and perks, but stand
to make much more money by providing consulting services on employee benefit plans. Plus, says the
author, they’re not doing much good
for anyone — company, CEO, or
employees. “It would be churlish of
me to note any connection between
the work of such firms and the children of Garrison Keillor’s Lake
Wobegon, all of whom were ‘above average,’” he writes.
Stock options — an incentive that has been abused
lately — also receive a fair amount of criticism, with
three chapters devoted to improving the way they’re
wielded. Mr. Dimma’s take is that executives often get
tied up trying to maximize their paper profits and don’t
spend enough time focusing on running the company.
His bottom line is that companies should tread warily;
stock options, he says, corrupt, and more stock options
corrupt absolutely.
I have quibbles with this book, most of which relate
to oddities of structure and approach. The obligatory
chapter on how to avoid future Enrons, for example,
offers suggestions that appear to come from people other
than Mr. Dimma, though those contributors are never
named. Instead, he takes the Talmudic approach, providing (in parentheses for some odd reason) his com-
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and known as SOX, hasn’t entirely shut down the party.
Compensation for some top executives seems to be
approaching the stratosphere, and scandals, such as the
options backdating issue, are hitting an expanding list of
companies. And that’s really just the beginning. Nearly
five years after SOX was signed, there is plenty of evidence that many corporate leaders continue to put their
own interests ahead of their investors.
In the end, Sarbanes-Oxley and other measures will
never be able to legislate greed out of existence. The lust
for money or power or whatever drives corporate leaders
to misbehave is endemic to the universe in which corporate potentates operate. These books are admirable
attempts to illuminate that world and its effect on
investors and other stakeholders.
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investing knowledge for much of
the past decade on stock message BOOKS
boards. In his first book, Going South: An Inside Look at
Corruption and Greed, and the Power of the HealthSouth
Message Board, William Cast takes us inside that world as
it relates to one company: HealthSouth, a former Wall
Street darling that imploded in 2003, eight months after
Sarbanes-Oxley was signed into law. This timing made its
executives the first to be charged with violating SOX.
(Former CEO Richard Scrushy was acquitted of all
charges related to the matter.)
Dr. Cast, a physician who found himself working
for HealthSouth after the ambulatory surgery center he
founded was gobbled up by a company that in turn got
gobbled up by HealthSouth, is no idle observer. Trained
as an ear, nose, and throat surgeon, Dr. Cast plunged
into the wild and woolly world of Yahoo’s online message boards, using the screen name Charon_xxx, which
I assume refers to the ferryman to Hades, although Dr.
Cast never actually explains it. Draw your own conclu-

“Daddy, never having flown commercial is
really embarrassing,” said one hedge fund
mogul’s 10-year-old daughter.
birthday, insists that he has not yet entered his golden
years, his book comes across as a swan song, one that is
biting without being bitter. Many companies have long
had mandatory retirement ages for their board members, so it’s not hard to imagine him having to step down
from his directorships sometime soon. Because Mr.
Dimma’s authority and insight elevate his work above
the clamor of today’s corporate scolds, his Tougher
Boards for Tougher Times is our choice for the best governance book of 2006.
People-Powered Investment Research

When a relatively unknown (albeit wealthy) businessman named Ned Lamont defeated three-term incumbent Senator Joseph Lieberman in the Connecticut
Democratic primary last August, political pundits chattered incessantly about people-powered campaigns.
Although it’s true that bloggers played a key role in
Connecticut’s race for the U.S. Senate, it was hardly the
first example of people banding together online to
brainstorm and share their opinions on political races or
other matters. Indeed, people have been pooling their

sions. Dr. Cast’s book makes for a scary but absorbing
read on how the various systems put in place after the
fall of Enron, including Sarbanes-Oxley, failed to protect ordinary investors.
Message boards played a key role in adding extra
froth to the technology bubble. Because people can post
anonymously, with little fear of retribution, online message boards are often full of outrageous lies and halftruths, not to mention lots of salty language written by
people with a vested interest (either long or short) in the
stock. Indeed, one of the more surprising things to me
about Going South was that real people like Dr. Cast (as
opposed to anonymous crooks and speculators) actually
spent time on these digital free-for-alls. He explains that
his aim was to help board participants understand
HealthSouth and add to his own knowledge about the
company, since several of his fellow posters were also
HealthSouth employees. Indeed, Dr. Cast says that reading the HealthSouth board “became one of my daily
routines.”
His admiration for the message board’s power to
disseminate information is obvious to even the casual
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ments on these suggestions. I also found it jarring that
three chapters written by guest authors are plopped into
the middle of the book; they probably would have made
more sense as an appendix. Although these chapters deal
with specific board committees (auditing, compensation, and corporate governance) and the authors writing
them are clearly experts, I’d much rather read Mr.
Dimma’s views, based on his own vast experience.
Another concern is that Mr. Dimma’s frame of reference is Canadian companies, which, though similar to
publicly traded American companies, are not an exact
match. Mr. Dimma devotes a four-page chapter to some
of the key differences and argues convincingly that
the Canadian structure is more effective in preventing
abuses, Conrad Black notwithstanding. As evidence,
Mr. Dimma points to the fact that two-thirds of the
largest Canadian companies separate the roles of chairman and CEO, whereas four-fifths of the largest
American companies combine the roles.
Although Mr. Dimma, who is approaching his 80th
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Hedging Bets

Less than a decade ago, hedge funds
were an investment tool familiar to
only a select group of very wealthy
individuals. But over the past few
years, in part due to a stricter regulatory environment for mutual funds,
hedge funds have gone relatively
mainstream. Although ordinary Joes
still aren’t likely to have enough
money to participate in one, the aura
of hedge fund investing — and the
widespread belief that it is as freewheeling as the Wild West — have
helped pump billions of dollars into
these funds. Barton Biggs, who spent more than 30
years in the trenches at Morgan Stanley, eventually rising to director of research, left the firm with two other
colleagues in 2002 to form his own hedge fund. He
knows of what he writes in his very entertaining book
Hedgehogging.
Mr. Biggs sheds light on this rarified world populated by big swinging “masters of the universe” types. It’s
a place where a mogul’s 10-year-old daughter yearns to
fly like the little people for a change. “What I really want
is for you to take me to a real airport, check in, go
through security, get searched, stand in line, and fly
commercial to someplace,” Mr. Biggs writes, recalling a
conversation recounted to him by a fellow hedgehog.
“Daddy, never having done that is really embarrassing.”
Well, at least we have one volunteer to fly commercial, though
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I’m guessing that by now, the kid has grown tired of that
particular type of excitement.
Such knowing detail sheds light on the clubby
world of professional investors, where the Scotch and
beef are always aged and the denominations of currency
sloshing around have lots of zeroes. Mr. Biggs writes
most engagingly when he takes readers inside such
exclusive sanctums as Morgan Stanley’s annual hedge
fund conference at the Breakers in Palm Beach: “There
are many tribes at the conference. First, there are
the professionals.... They have bored, cynical stares and
limp handshakes. Then there is the rest of the crowd, the
amateurs, mostly wealthy individuals and small,
wannabe funds of funds. Germans with bulging eurobellies from family offices mingle with bloated Arabs
in pale suits and white shirts, their handshakes as
cool and clammy as snakeskin” and
“vastly rich investors with homes
in three climates” and “wealthy
divorcees and widows with artificial
brightness in their un-pouched eyes.
Are they looking for a man or a
hedge fund?”
After a while, Biggs’s descriptions of women, in particular, as
greedy and way too possessive of
their husbands’ hard-earned money,
not to mention overly nipped and
tucked, grow tiresome. Although
the world of hedge funds is still
dominated by men, it’s hard to
believe that there aren’t a few smart
women in there. Biggs does attempt to address this
two-thirds of the way into the book, explaining that
although the “vast majority of male investors accept that
women are just as smart as men,” they “don’t believe
that women are capable of playing the money game.”
Equally frustrating is that Mr. Biggs admits to using
composite characters so readers won’t be able to identify
individuals. This technique doesn’t belong in a work
of nonfiction. Despite these shortcomings, the book
is a very enjoyable, not to mention insightful, examination of an echelon that most of us know very little
about, but that controls an ever-larger chunk of the
world’s assets.
All three of these books illustrate in vivid detail just
how much corporate governance has changed over the
past five years. Questioning a CEO’s business decisions
or even his management style used to be the province of
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reader of Going South, who may quickly grow tired of
the long and frequent message excerpts from a former
HealthSouth food service manager named Peter Krum.
Mr. Krum, who left HealthSouth in 1997, was sued by
Mr. Scrushy for libel and in February 1999 posted a
long apology on the Yahoo message board (which Dr.
Cast dutifully includes word for word) as part of his settlement. Dr. Cast’s claim that “message boards provide
valuable access to investment information available
nowhere else” also rings hollow. Although it’s true that
much of this information may be unavailable anywhere
else, that’s only because much of the stuff on message
boards is pedantic, or outright false. Still, the idea that a
group of people can meet online and work together to
fact-check the fluff — from press releases to rosy earnings reports — is alluring.

corporate gadflies who would vent their frustration at
the annual meeting and be viewed as a sideshow. Now,
even professional money managers — the polar opposite
of the lone shareholder — are voicing their concerns,
and with surprising results. Their interest and, perhaps
more important, their votes, have led to radical changes
at several large companies, including Disney and Ford
Motors Company. Is there more work to be done?
Absolutely. With more than 13,000 publicly traded companies out there, it’s hard to snap your fingers and insti-
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tute a “shareholders first” strategy
overnight. But given the massive BOOKS
abuses that investors have experienced, even small
changes are welcome. +

Michelle Leder (ml@footnoted.org) is founder and editor of
footnoted.org, a Web site focused on governance issues. She is
the author of Financial Fine Print: Uncovering a Company's
True Value (Wiley, 2003).
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Joseph L. Bower and
Clark G. Gilbert, editors, From Resource
Allocation to
Strategy (Oxford
University Press,
2005)

by David K. Hurst

I

n a 1982 article in Fortune magazine, management writer Richard Pascale described
“grand strategy” as a kind of “firewater” for
corporate chieftains. Once-in-a-decade
management fads like “reengineering” in the 1990s and
“rank-and-yank” performance appraisal systems in the
2000s have encouraged binges among managers, often to
be followed by monumental hangovers. There was little
“firewater” in management books in 2006, but the selection here addresses more refined palates. There is an
ongoing tension between the need for managers to take
rapid, effective action and the unique complexities of
every organization.
As evidenced by this year’s crop of Best Books, management writers are beginning to ask the right questions
about how hard, scientific evidence can inform management, and a theory of context is starting to take shape.
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The organizational context in which strategy is developed is at the core of From Resource Allocation to Strategy,
edited by Joseph L. Bower, the Donald Kirk David
Professor of Business Administration at Harvard
Business School, and Clark G. Gilbert, faculty member
of the entrepreneurial unit, also at Harvard. The book,
which is oriented toward readers who enjoy conceptual
frameworks, takes as its starting point Professor Bower’s
35-year-old model of the resource
allocation process. It looks at how
managers actually develop organizational strategy rather than how they
ought to develop it. This model
was radical in its day; many of the
leading strategic thinkers of the
1970s espoused a top-down process
of formulation followed by implementation — structure followed
strategy. Professor Bower’s model
turned that perspective inside out.
One early conclusion of his
studies was that strategy is driven by
three things: the way in which an
organization allocates its resources,
its structure, and the ways it measures and rewards its
managers. Professor Bower saw the allocation of
resources as an evolutionary process rather than as a onetime event. The book details the development
of this perspective and, along the way, it incorporates the
perspectives of academic luminaries such as Harvard
Business School’s Clayton Christensen, INSEAD’s Yves
Doz, and Stanford University’s Robert Burgelman.
The value of this title is that it gathers together the
theory and evidence for an unusually rich view of strategy making. In the original resource allocation process
(RAP) model, three levels of managers were simultaneously involved in strategy making: those at the operating
levels, who were exposed to the opportunities and
anomalies that are the raw materials of strategy making;
those at the top, who had formal
responsibility for making strate-
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gic decisions (often based only on financial forecasts);
and the middle managers, who acted as the firm’s internal merchant bankers — go-betweens, who championed initiatives from those below by putting their own
reputations on the line with those above. These levels
remain in the revised RAP model, but the processes that
operate up and down and across time have been greatly
elaborated.
The book is divided into six parts: an introduction
to RAP; examination of how “bottom-up” processes
may fail; ideas for how bottom-up processes may be
restored; discussion of the need for top-down intervention; outside commentaries on RAP; and a conclusion
that contains a revised RAP model. The editors claim
that understanding the RAP model is at the heart of
understanding how strategy is made and how it can be
made better. They make a compelling case that executives can
shape the bottom-up processes
whereby strategies are defined and
selected by making changes to the
structure of the organization. In
addition, the situations that require
classical, top-down strategic intervention — whenever the organization’s inherently conservative
resource allocation process becomes
dysfunctional — are made clearer. It
seems, for example, that “pruning”
(selling or closing) existing operations is beyond the ability of insiders
with vested interests and usually
requires an outsider to intervene from the top of the
organization. The overall picture that emerges of senior
managers overseeing strategy and structure and intervening only if circumstances demand it is far more satisfactory than that of lone individuals “masterminding”
strategy and single-handedly delivering results.
The work of Professors Bower and Gilbert has
taken 35 years to mature and is only now achieving
robustness. The editors’ framework is solid and should
endure. From Resource Allocation to Strategy is our choice
for the best management book of 2006.
The Knowledge Brokers

The management professionals most responsible for the
contemporary primacy of corporate strategy are the consultants. In The World’s Newest Profession: Management
Consulting in the Twentieth Century, Christopher D.
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It will be a long wait for practitioners: The demand
for rapid action often precludes the search for evidence.
On too many occasions, however, managers act hastily
and for all the wrong reasons, principally aggression
and impatience, often induced by the consumption of
firewater.
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sympathetic view the author sees
them as preeminent knowledge BOOKS
brokers, fighting the continual commoditization of
what they know. The abstractions of explicit knowledge
are always changing as we find new ways to frame our
experience; the tacit, ineffable experience that underpins
it remains the same. This means the transfer of knowledge from one context to another will always be problematic. Thus one is left with the inescapable conclusion
that, although practitioners of the world’s newest
profession, like those of the oldest, will always be busy,
their true value to the community will continue to be
questioned.
This more skeptical approach toward both management academics and consultants runs through The Hare
and the Tortoise: An Informal Guide to Business Strategy.
The book is a collection of columns from the Financial
Times by economist, consultant, and former business
school professor John Kay. He uses the title metaphor to
tell the tale of a tortoise who, tired of being outrun by

There is little evidence to support the
dangerous half-truth called the “war on talent.”
financial transactions. This gave an immense boost to
fledgling consultants like George Armstrong, Edwin
Booz (a founder of the firm that publishes strategy+
business), and James McKinsey, who gradually worked
their way up the organizational pyramid. The profession
rose further in the U.S. after World War II with the federal government’s creation of what Professor McKenna
calls the “contractor state,” the government’s extended
administrative capability with professional expertise
supplied by external contractors. A powerful catalyst for
this process was the 1947 Hoover Commission, which
was charged with making the executive branch more
efficient; the effect was to institutionalize the presence of
consultants in the federal government. Regulation has
continued to boost consulting; most recently, the
Sarbanes-Oxley Act of 2002 prevented accounting firms
from giving consulting advice to their clients and significantly increased the legal obligations of corporate
directors, forcing them to turn to outside management
consultants for advice.
Management consultants are often accused of
repackaging old nostrums as “new” products, but in this

hares, hires consultants to help him become fast and
agile. He is excited by their compelling presentations of
jaguars chasing down hares and resolves to embark on a
change program to become a jaguar himself. Fortunately
he is dissuaded by a wise old owl who tells him to stick
to environments where his existing skills fit. It is this fit
between a firm’s distinctive capabilities and the needs of
a marketplace that is the essence of effective strategy.
Professor Kay is critical of the approach of economists
like Harvard Business School’s Michael Porter to competitive strategy, arguing that this perspective throws no
light on the central issue: why different firms facing the
same environment perform so differently. The compressed format of a newspaper column and Professor
Kay’s lively metaphors make for easy reading. For those
who do not have regular access to his writing, this book
is a refreshing opportunity to catch up on an English
perspective on European management.
Learning from Experience

Germany’s Iron Chancellor, Otto von Bismarck (1815–
1898), used to say that people who learned from their
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McKenna, an economic historian and university lecturer in strategy at the Said Business School at Oxford
University, looks at the evolution of management consultancy from its origins in cost accounting in the 1920s
through today. His focus is the environment in which
management consultancy has achieved a dominant economic and cultural position in the U.S., rather than the
management content that consultants have provided. As
such, the book is a valuable companion to more
content-oriented books about consultants, such as John
Micklethwait and Adrian Wooldridge’s The Witch
Doctors: Making Sense of the Management Gurus (Times
Books, 1996).
Professor McKenna identifies the roots of professional management consulting in the Glass-Steagall
Banking Act of 1933, which separated commercial and
investment banking, and the Securities Act of the same
year, which effectively prohibited professional groups
such as lawyers, engineers, and accountants from performing the due diligence required before corporate
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The authors organize their case for this claim into
three parts, first making the argument for evidencebased management, then examining half a dozen “dangerous half-truths” before concluding with a section on
how to profit from the use of evidence in management.
They suggest that there are three primary reasons that
managers so frequently choose the wrong approaches:
casual benchmarking, which leads to adopting the most
visible practices of apparently successful organizations
without understanding the often unique circumstances
that make them successful; repeating what worked in
the past, once again without examining whether the
context is the same as in the past; and following deeply
held yet unexamined ideologies. The authors cite the
furor over the role and efficacy of stock options as an
example of how conviction rather than evidence can
dominate the debate.
The dangerous “half-truths” examined are articles
of faith held by many managers in North America:
1. Work is fundamentally different from life and
should be.
2. The best organizations have the best people.
3. Financial incentives drive company performance.
4. Strategy is destiny.
5. Organizations must change or die.
6. Great leaders are in control of their companies.
Professors Pfeffer and Sutton weigh the evidence for
and against each of these propositions. They conclude
that, although there may be theoretical arguments to
support these precepts, in practice their costs often outweigh their benefits. Thus half-truth number 2, which is
often expressed as the “war for talent,” assumes that
individual ability is largely fixed, that people can be reliably sorted based on their abilities and competence, and
that organizational performance is often the simple
aggregate of individual performances. The authors can
find little evidence to support these assumptions and
argue that the contexts and systems within which people
work consistently trump individual abilities. Similarly,
in the case of number 3, although financial incentives
can motivate behavior, supply information about the
organization’s values, and select for particular kinds of
people, they can also encourage misbehavior, send
mixed messages, and attract the wrong kind of talent.
Although the authors may have intended to show
how the practice of evidence-based management is possible, by the end of the book the reader is more likely to
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own mistakes were fools and that he preferred to learn
from the mistakes of others. But there is little evidence
that Bismarck followed his own advice. Although he was
a keen student of history, he never developed a systematic approach to politics based on either his reading of
the past or the practices of others. Rather, he was a
supreme pragmatist and one of the earliest practitioners
of what has become known as realpolitik.
He was probably well advised to remain pragmatic.
For as intellectual historian Crane Brinton pointed out
in his book Ideas and Men: The Story of Western Thought
(Prentice-Hall, 1950), fields of study such as philosophy,
religion, and politics generate “noncumulative” knowledge as opposed to the scientific domain, where knowledge is “cumulative” and progress is genuine. The real
problem with arts or noncumulative fields of study is
that, unlike the sciences, they never prune their trees of
knowledge. They add but they do not subtract. Artifacts
come in and out of fashion, but they never disappear
completely and they can be revived at any time.
Management seems to fall into Dr. Brinton’s noncumulative category. Students of the subject are presented with a dense jungle of often conflicting theories,
principles, and practices, most of which are backed up
by either folklore or anecdotal evidence rather than by
scientific data. Different approaches appear, are adopted
enthusiastically, and then disappear, only to be reincarnated later under new names.
Of course, the distinction between cumulative and
noncumulative fields of knowledge is not a sharp one:
It’s a spectrum along which bodies of knowledge may
move, propelled by variation, selection, and retention,
and where more successful explanations and methods
gradually replace less effective ones. The place and pace
of management along this continuum is a matter of conjecture. It is probably positioned somewhere between
law, which is almost entirely noncumulative, and medicine, which has become more cumulative. According to
Jeffrey Pfeffer, professor of organizational behavior at
Stanford University’s Graduate School of Business, and
Robert I. Sutton, professor of management science and
engineering at Stanford, management should be closer
to medicine. In their new book, Hard Facts, Dangerous
Half-Truths, and Total Nonsense: Profiting from EvidenceBased Management, the professors declare, “If doctors
practiced medicine the way many companies practice
management, there would be far more sick and dead
patients, and many more doctors
would be in jail.”
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entrepreneurs and managers. Mr.
BOOKS
Snyder’s focus is on the latter.
Mr. Snyder’s evidence seems to show clear correlations between the gay experience and the development
of what others have called emotional intelligence, and
his arguments for a causal connection are persuasive. In
addition, it seems that gay executives would come down
decisively in support of Professors Pfeffer and Sutton’s
views on management’s “dangerous half-truths.” What
remains unaddressed is whether these conclusions hold
in all contexts (Mr. Snyder’s thesis seems limited to the
Anglophone world and perhaps even to particular kinds
of business), how straight managers can teach themselves to develop emotional intelligence and change their
organizations, and whether the costs of such changes are
worth the benefits.
None of these lessons from
experience would have changed the
pragmatic approach of Bismarck,
who, after all, was a master of the
incremental process as he moved
toward his goal of creating a strong,
united Germany. In the early 1880s,
he introduced Europe’s first labor
laws and a welfare system, not for
any ideological reasons, but to forestall the rising power and appeal of
the socialist movement. In 1890, he
was dismissed by Emperor Wilhelm
II, who exhibited much of the
aggression and impatience characteristic of modern managers. The
European geopolitical system, like all social constructions, had become unstable and it had to change, but it
collapsed 24 years later with such violence and on such
a large scale that it would take nearly 80 years to find a
new, sustainable model. As philosopher George
Santayana famously wrote in The Life of Reason,
“Progress, far from consisting in change, depends on
retentiveness. When change is absolute there remains no
being to improve…and when experience is not
retained…infancy is perpetual. Those who cannot
remember the past are condemned to repeat it.” He
could have been writing about management. +

David K. Hurst (david@davidkhurst.com) is a contributing editor of
strategy+business. His writing has also appeared in the Harvard
Business Review, the Financial Times, and other leading business
publications. Mr. Hurst is the author of Learning from the Links:
Mastering Management Using Lessons from Golf (Free Press, 2002).
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suspect that the evidence for even the simplest of management propositions is equivocal and often outright
contradictory, and that the best thing managers can do
is fall back on their own beliefs and experiences.
Without a theory of context to help them sort the evidence, the authors default to recommending a Socratic
“attitude of wisdom,” which “enables people to act on
their present knowledge while doubting what they
know.” This attitude is obviously desirable but, because
such wisdom can’t be bought or taught, we end up going
in a giant circle: One acquires good judgment through
bad judgment, and it’s bad judgment to practice casual
benchmarking, repeat what worked in the past, and follow unexamined ideologies.
It is instructive to apply Professors Pfeffer and
Sutton’s lens to one evidence-based thesis that appeared
in the past year: teacher and consultant Kirk Snyder’s The G Quotient:
Why Gay Executives Are Excelling as
Leaders...and What Every Manager
Needs to Know. His data suggests that
gay executives who have publicly
acknowledged their own sexual orientation create workplaces with significantly higher morale and greater
employee commitment than firms
run by their straight counterparts.
He concludes that every manager
needs to learn the importance of
adaptability and creativity in the
workforce, particularly with members of Generation Y, who are looking for meaningful work that will make a difference in
the world.
The importance of this book — and the reason I’ve
included it here — is that it examines a previously overlooked set of experiences that produces effective managers. Thus it throws new light on the managerial development process. We know, for example, that in England
during the first Industrial Revolution, entrepreneurs
were drawn in disproportionate numbers from small
groups of religious nonconformists, like the Quakers. In
the contemporary U.S., the Mormon community seems
to play a similar role, and in other parts of the world one
can point to highly entrepreneurial cultural groups like
the overseas Chinese, the East African Indians, and
Spain’s Basques. For developing managers, we usually
think of the great corporate academies like McKinsey
and GE. The gay community seems to develop both
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Colonel Gerald
Schumacher, A
Bloody Business:
America’s War Zone
Contractors and the
Occupation of Iraq
(Zenith Press, 2006)

Chronicles OF THE
“Dogs OF War”
by Dov S. Zakheim

I

n 1974, best-selling author Frederick
Forsythe published the novel The Dogs of
War, about mercenaries hired to overthrow
the leadership of an African republic. Over
the next quarter century, hired guns did indeed try to
overthrow a number of African governments — generally at the behest of investors or foreign states. These

Christopher Kinsey,
Corporate Soldiers
and International
Security: The Rise
of Private Military
Companies
(Routledge, 2006)

attempts proved to be failures; one, involving arms sales
that violated a United Nations embargo in Sierra Leone
in 1998, was a disaster that almost brought down the
British government. Ironically, the central figure in that
episode, retired British Army Lieutenant Colonel Tim
Spicer, later became head of a British firm that won the
single largest American security contract in Iraq.
Today, mercenaries, as well as their far more
respectable cousins, private military companies (PMCs),
have become a fixture on the international stage. PMCs
generally operate aboveboard, generally as extensions of
the governments that have contracted for their services.
Yet a good number of PMC employees who operate in
the field, as well as the many firms and individuals that
the prime contractors hire as subs, reflect a wild side that
has variously been viewed as romantic and adventurous,
or as simply dangerous. This year, in the context of war
in the Middle East, but with the entire world as their
backdrop, three new books have been published to portray and make sense of the “dogs of war.” Although they
might not ordinarily be considered business books, they
chronicle the rise and influence of one of the most significant forms of private enterprise today — and if for
no other reason, this places them among the best business books of 2006.
Growing Role

Gerald Schumacher, a retired Army Special Forces officer, dedicates A Bloody Business: America’s War Zone
Contractors and the Occupation of Iraq to “the memory of
Wolf Weiss, the consummate warrior.” But Mr. Weiss
was no ordinary contractor earning his keep in Iraq. He
was, instead, a former Marine and rock musician who
made no bones about why he had gone to Iraq: “When
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Robert Young Pelton,
Licensed to Kill:
Hired Guns in the
War on Terror
(Crown, 2006)

s of Defense
these companies, like the Blackwater Group, have
enjoyed exceptional growth since September 11, 2001,
and the launch of the “War on Terror.” Others, like
DynCorp and Halliburton’s Kellogg Brown and Root
subsidiary, have been longtime military contractors for
the U.S. and other countries. Those two companies, for
example, provided service support to American forces in
the Balkan wars of the 1990s, under the Logistics Civil
Augmentation Program (better known as LOGCAP).
Still other private contractors, many
of them with British and South
African connections, have found
work in Iraq and Afghanistan, but
also have personnel who in the past
took on shadier tasks, such as
fomenting coups in impoverished
African states.
With its ground forces stretched
to the limit, and with the same personnel forced to redeploy to Iraq and
Afghanistan on multiple occasions,
the United States appears likely to
continue to rely on private security
companies for a variety of militaryrelated tasks. It is certainly true that
it is far more efficient for the American military, with its
huge health-care and other personnel-related costs, to
use these companies for a variety of service support
functions. The logic behind this approach is at least
as strong as the logic behind outsourcing for multinational corporations. Why should troops that might otherwise serve in combat roles be relegated to cleaning
toilets, preparing food, doing laundry, or giving haircuts
to their colleagues? Private companies perform these functions just as capably and at a lower cost (although that’s
not all they do). For this reason alone, as Christopher
Kinsey notes in his scholarly volume Corporate Soldiers
and International Security: The Rise of Private Military
Companies, private security firms are likely to remain a
permanent part of the international landscape.
Professor Kinsey lectures at the Defence Studies
Department of Kings College, London, and he brings to
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you’re getting shot at and returning fire, it’s the same,
regardless of who you’re working for — the adrenaline,
the chaos, the sheer horror at times,” he told a reporter
for Rolling Stone magazine. “There’s always a void to fill
with me. I’m an adrenaline junkie of some kind.” That
article was published in September 2004, two months
before Mr. Weiss was killed in an ambush in Mosul on
his way to drive two United States Embassy officials
to Baghdad. Colonel Schumacher clearly admires the
brave souls who escort supply convoys into Iraq from Kuwait, transport VIPs from one Iraqi locale to
another, and provide security details
for local Iraqi and American officials.
Wolf Weiss is not his only hero: He
also dedicates his book “to all the
men and women who do not wear a
uniform yet go into harm’s way to
serve our country.”
Like Colonel Schumacher,
Robert Young Pelton — a journalist
who traveled to both Iraq and
Afghanistan to research Licensed to
Kill: Hired Guns in the War on Terror
— writes in a breathless style laced
with clichés, buzzwords, and expletives. But in stark
contrast to A Bloody Business, Mr. Pelton takes a dim
view of Wolf Weiss and his ilk. He claims that the
Rolling Stone article helped crystallize the image of
private military contractors as bloodthirsty, gun-toting,
hyped-up freaks terrorizing Iraqis. Perhaps. But the real
question that readers need to consider with respect
to private security contractors, whether in Iraq,
Afghanistan, or elsewhere, is whether these organizations help countries that employ them win, or lose, the
wars in which they become enmeshed.
There can be little doubt about the growing role
and importance of private security companies in both
Iraq and Afghanistan. These companies provide what
for centuries was termed “mercenaries” — soldiers for
hire — as well as services that include combat support,
service support, and private security details. Some of
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PMC employees roaming around Iraq today must contend with kidnappings, hijackings, and the kind of
ambush that eventually claimed
the life of Wolf Weiss. When

BEST

BOOKS

06

driving their vehicles, as convoy escorts or to protect
individuals, they are subject to sniper fire, to remotely
detonated improvised explosive devices, and to suicide
bombers. Their lives are full of stress, danger, and suspicion of, and from, the locals.
Because these contractors are civilians, they are not
guaranteed protection by Coalition military forces.
Virtually all of the contractors are armed: When they are
fired upon, or even when they merely think they will be
fired upon, they can fire back. There are no records to
indicate how many Iraqis have been killed or wounded
by contractors, and very few contractors are held responsible for whatever death or injury they may cause. In
Iraq, for example, U.S. Ambassador Paul Bremer, who
headed the Coalition Provisional Authority in
2003–2004, extended immunity to all private contractors for their activities against Iraqis.
Order 17, which remains in force,
specifically excludes contractors
“from Iraqi legal process with
respect to acts performed by them
pursuant to the terms and conditions of a contract or any subcontract thereto.” In other words, when
a contractor fires at a suspiciouslooking oncoming Iraqi car, no one
will hold him (the overwhelming
majority of contractors are men)
to account. Except, of course, the
extended family of the dead or
injured. If they retaliate, then
the danger and destructiveness of
the entire situation escalates, as it in fact has over the
past two years.
Public-sector military forces, by contrast, are subject
to strict regulation. Before members of the U.S. military
go to the Middle East, they are trained in the folkways
of a culture and religion that would otherwise be completely alien to them. America’s contractors are not
regulated. And it is anybody’s guess whether they are
acculturating to their environment, or whether they
even care to be, other than to keep themselves alive.
Although some companies truly see themselves as representing the national interest, not all do, and certainly
not those that are non-American subcontractors to
American (or British) firms.
Questions of behavior come into play as Iraq sinks
into civil war — at least if civil war is defined as the
operation of militias on both sides. Thousands of Iraqis
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his volume a valuable breadth of perspective, taking in
the entire course of European military history. The book
also extends his previous arguments in a debate that has
taken place in the U.K. since 1999 — indeed, since Tim
Spicer’s misadventure in Sierra Leone — over whether
military private contractors should be regulated, and if
so, how. Corporate Soldiers and International Security
argues that these private firms cannot, and will not, be
banned; they simply are too essential and cost-effective.
Yet, Professor Kinsey argues, these firms require some
form of serious regulation (he advocates licensing and
monitoring them), or else they will carry the risk that
mercenaries have also carried, of transforming war
beyond national, indeed international, control.
Many of these companies — and there are literally
hundreds in Iraq alone, involving tens of thousands of
individuals — may be as much a part
of the problem as a part of the solution. Just as the nature of war has
changed in recent years, all three
books make clear that the nature of
private military contracting has
changed as well, especially as private
firms provide services that bring
them much closer to the line of fire.
Many of these contractors are retired
Special Forces types, and they retain
the “snake eater” mentality that
makes them eminently suitable for
the jobs they have undertaken.
Indeed, as Mr. Pelton illustrates, a
number of retired special operators
have found civilian life boring, and they jump at the
opportunity to reexperience the thrills, risks, and glory
of their youth. Others are misfits who try to find themselves in the blood and gore that is the daily fare of Iraq
and Afghanistan. Still others are simply pragmatists with
no better job possibilities, wanting to make some money
to support their families. For members of those three
groups, Colonel Schumacher provides a guide to finding
a job with a private military contractor and lists the most
likely employers, complete with contact numbers, in his
book’s appendix.
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missions in the earlier war as well. Vietnam was also the
crucible for many of the retired military who form the
bulk of in-theater contractor support for U.S. and
Coalition forces in Iraq. Those who argue for expanding
the role of contractors in military operations — some
would even have them replace U.N. peacekeeping forces
— speak not only of the economies and efficiencies that
would result from their employment, but also of the far
greater effectiveness that battle-tested Western contractors would bring to their missions.
But contractors remain answerable first to their
managers, second to their shareholders, and only third
to their customers. In the case of individuals and closely
held corporations, they are essentially their own shareholders. The prospects for an international regulatory
regime, such as that which Professor Kinsey proposes,
are not bright, at least in the short term. Will such contractors, therefore, be able to achieve the policy goals

Do private security contractors help the
countries that employ them win, or lose,
the wars in which they become enmeshed?
ers. Many of the contractors involved in Afghanistan,
for instance, are former Special Forces operatives. Some
of them — though by no means all — exhibit the character traits that made Wolf Weiss a Rolling Stone star.
Afghanistan’s topography and the sheer viciousness of its
“bad guys” can make the situation in Iraq look tame. Yet
only three years ago, Afghanistan appeared to be on the
road to reconstruction. What has happened since that
time? In no small measure, U.S. leaders shifted their
focus to Iraq, leaving Afghanistan to NATO, the U.N.,
NGOs, and a small American force. And because that
force was small, and stretched, contractors came to the
fore, doing jobs U.S. troops couldn’t or wouldn’t do.
In the main, American contractors have performed
well in Afghanistan. And that country does not have the
same degree of concern about freelancing, gun-toting
individuals that marks discussions about Iraq. Yet there
is real concern about the loyalties of Afghans who work
with these contractors, as well as about the growing
strength of the Taliban and, if Mr. Pelton is to be
believed, its al Qaeda allies.
Mr. Pelton notes the similarities between

that nations seek above and beyond the battlefield? Or
will their behavior, unregulated as it is, end up making
those goals less achievable?
Finally, contractors may not even achieve their business objectives in the long run. Firms that get the reputation for making things worse may trigger regulatory
and legal backlash (as they have in the United Kingdom)
or simply lose their customers. Companies that are hired
because they play fast and loose with the constraints of
military ethics are more likely to play fast and loose with
business principles as well — and may thus be less viable
as long-term business enterprises.
Those who read these three books will come to an
inescapable conclusion: No matter how capable military
contractors might be when deployed in combat-related
areas, they will not achieve the aims of the governments
that hired them. To be sure, they will remain an important supplement to military forces, providing critical
noncombat service support that would otherwise have
to be performed by highly trained servicemen and servicewomen who are best employed in combat roles. But
military contractors cannot act effectively as soldiers in
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are dying, and their families are hungering for revenge.
In this environment, the actions of contractors, subject
to no accountability other than company regulations
(which matter only if they work for a responsible company), may undermine U.S. prospects of achieving any
degree of success in Iraq.
The situation in Afghanistan may not be much better. Mr. Pelton asserts, on the basis of his visits to the
border areas between Pakistan and Afghanistan, that private contractors are carrying out quasi-military missions
in the hunt for Osama bin Laden and the Taliban. He
further claims that these missions are being conducted
by companies and individuals under contract to agencies
other than the Department of Defense precisely because
of the “plausible deniability” factor. And he argues that
the Afghans who work with these contractors are loyal
only to the money they are paid and therefore always
remain available to the highest bidder.
Contractors, notes Mr. Pelton, may not be as effective in realizing the military objectives of their employ-
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the long run. Worse still, they may well undermine their
clients’ military aims, because they will add to the
resentments of those already embittered populations
that view the United States as an alien occupier.
Despite the glory that Colonel Schumacher ascribes
to such contractors, and the wealth that Professor
Kinsey and Mr. Pelton claim they have earned, undermining military aims is exactly what they appear to be
doing in Iraq, and perhaps in Afghanistan. When all is
said and done, the political and strategic consequences
of their activities in both countries are still unknown —
and as has often been the case with mercenaries in the
past, we will not be in a position to judge the results
until it is too late to do anything about them.
All three books provide a valuable perspective on a
business that is murky and misunderstood. Professor
Kinsey’s stands out among the three for its academic
rigor and clearly documented research. Nevertheless, for
a combination of sheer readability and shrewd analysis,
as well as valuable reportage, Mr. Pelton’s volume is the
most compelling. It rightly claims its place as the best
book on its subject in 2006. +
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Nailing the Salesman

Company, by Australian novelist Max Barry, features a
donut on the cover, but lest you think the book is a parody of Krispy Kreme (as with the great nonfiction narratives above, that story is so over-the-top it’s hard to
mock), the donut in fact represents the flashpoint of
intradepartmental war at a big company called Zephyr
Holdings. Somebody in the training sales department
has taken an extra donut at the morning meeting, leaving a colleague without. Or perhaps it was food services
that didn’t leave enough? Whatever the case, the stakes
are high, or at least they are for the obnoxious and
scheming Roger. Little does he know that his campaign
to find, and have fired, the perpetrator will soon be rendered meaningless by a larger conflagration ignited by a
newcomer named Jones.
Jones, a sales assistant with a fresh MBA, comes to
discover that all of the customers of the training sales
department are other departments of Zephyr Holdings,
and he finds this rather curious. Egged on by his sister,
a sort of deus ex machina of rationality, he sets out to
discover what Zephyr Holdings really does. When he
finds out, and is recruited to be a double agent for management by a sexy blond executive masquerading as a
receptionist, all sorts of extreme corporate hijinks ensue.
The plotline of Company is too clever by half, and
the characters are little more than cartoons. Even Jones,
the hero, is strangely unsympathetic and unbelievable; if
he’s so damn smart, why does he subject himself to all
this nonsense, and eventually befriend and defend the
pathetic corporate drones around him?
Cartoons, though, have their place, and Mr. Barry
offers some solid belly laughs with his dead-on caricatures of certain business types:
On level 14, Elizabeth is falling in love. This is
what makes her such a good sales rep, and an
emotional basket case: she falls in love with her
customers. It is hard to convey how wretchedly, boot-lickingly draining it is to be a salesperson. Sales is a business of relationships, and you
must cultivate customers with tenderness and
love, like cabbages in winter, even if the customer is an egomaniacal asshole you want to
hit with a shovel. There is something wrong
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he business world suffers no shortage of
great narratives, and the past 10 years have
offered a particularly rich crop: Ken Lay, the
country preacher’s son made good, building
an immense empire, only to be brought down by greed,
arrogance, betrayal, and the doggedness of the Wall
Street Journal. Dennis Kozlowski, regal in his excesses,
using his company as an underwriter of decadent parties
and absurd household extravagances, uncomprehending
of his sins right up to the end. Steve Jobs, reclaiming the
techno-cult that had ejected him 15 years before and
again making it the greatest consumer technology innovator of our times. Bill Gates, Andy Grove, George
Soros, Rupert Murdoch, all heroes of a sort in our
money-worshipping world, but complex men with brilliance and drive.
Perhaps it is because the material is so rich that
when we think of great business storytelling, we think of
nonfiction: Michael Lewis in Liar’s Poker riotously
revealing the inner workings of Wall Street, or Connie
Bruck and The Predators’ Ball seating us on the great
stage of high-stakes corporate warfare. Even the trenchant social critique of capitalism, once the province of
the fiction of Sinclair Lewis and Theodore Dreiser, tends
these days to take a nonfiction form. Michael Moore
in Roger and Me, Barbara Ehrenreich in Nickel and
Dimed — these are our watershed dramas.
When it comes to business fiction, only Tom Wolfe
— in Bonfire of the Vanities and A Man in Full — truly
captures modern capitalism and its singular culture,
the comic marriage of great wealth and power on the
one hand and human vanity and superficiality on the
other. The bankers working the overextended property
developer in an Atlanta conference room, with a laserlike focus on the ultimate goal: the “saddlebags” of
underarm sweat that will confirm they’ve got their man.
Now that’s storytelling!
Mr. Wolfe, of course, is partly a satirist, and it is in
satire that this year’s crop of business fiction makes its
mark. It’s by and large pretty light stuff, making the
most of the many easy targets provided by corporate culture, and sitting easily within the hackneyed Hollywood
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are some good laughs to be had there.
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Mr. Barry pays close attention to the details of the
cubicle world, to great effect, and his ear for the workplace medley of middle-management maneuvering and
random cubicle patter is unerring. Witness this scene, as
Freddy, the worrywart, no-future assistant tells his office
mate Wendell about a conversation he overheard
Sydney, the department head, having:
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“Sydney’s been on the phone to upstairs. It’s
about cost-cutting, isn’t it? Somebody’s getting
canned.”
“Sydney’s talking to upstairs?”
“That’s what Megan says.”
“Well, that could mean
anything. Don’t jump to conclusions. Hak-kah.”
“Hey, guys,” Elizabeth calls
across the aisle. “Are you having
trouble with the network? I just
e-mailed Wendell and it
bounced back.”
“Haven’t checked,” Roger
says, not looking up.
“What was your e-mail?”
Wendell says.
“I’m selling raffle tickets for
the social club. Want to buy
some? You can win a set of golf
clubs.”
Company is dedicated to Hewlett-Packard, where
Mr. Barry once worked, and you can think of it, in
Hollywood terms, as HP meets Gilligan’s Island. More
sitcom than novel, in the genre of slapstick rather than
comic drama, Company is a very amusing if not ultimately very penetrating read.
Digital Drones

In Generation X (St. Martin’s Press, 1991) and Microserfs
(Regan Books, 1995), Douglas Coupland proved he had
the rare talent to successfully capture the zeitgeist of a
certain social class. His latest book, JPod, picks up the
theme: the depressingly empty lives of the smart,
creative 20-somethings who toil
in the bowels of the technology
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business. The JPod is a dysfunctional group of videogame developers trying to make their way in a dysfunctional company (one that bears a suspicious resemblance
to Electronic Arts), and even though our hero, Ethan,
succeeds in hooking up with the new girl in the pod, the
story is a strangely grim tale of 21st-century ennui. The
new boss is ruining their project for the sake of a stupid
private agenda; Ethan’s parents are philandering drunks,
pot growers, and casual killers who seem to lead much
more interesting lives than any of the JPod kids; the
most sympathetic character is a Chinese gangster who
just needs a little love.
Mr. Coupland himself even makes an appearance,
and a not-very-heroic one at that. It’s a jarring device,
and I didn’t quite get the point, unless it is to show that
the author doesn’t consider himself to be above his
trapped and defeatist characters. As
with Company, it’s a little hard to
relate: Is the job market in
Vancouver, where the novel is set,
really so bad that the young, educated, and computer savvy don’t
have any options?
Perhaps I’m being too literal. I
guess the point is that most jobs
in the digital age are deeply alienating, and, in case you missed it,
Mr. Coupland offers a summary
in another one of the book’s oddities, an end-of-section, stream-of(whose?) consciousness sidebar: “Like
any company, Sony is comprised of
individuals who are fearful for their jobs on a daily basis,
and who make lame decisions based pretty much on fear
and conforming to social norms — but then, that’s every
corporation on earth.…”
Paradoxically, JPod the book has a certain manic
energy, in contrast to the desultory JPodders. Mr.
Coupland’s tableau extends far beyond the workplace,
and he does especially well with certain set pieces: the
militant lesbian mother on her commune, the frantic
trek to the industrial hinterlands of China, the group
effort to dig up a body that’s buried beneath a fern outside a garish new McMansion. There are lots of drugs,
and the amusing transformation of the idiot marketing
VP into an affable heroin addict tamps down the temptation to interpret the book as a sobriety lecture. And
Ethan is ultimately kind of sweet.
With most satire, the closer you are to the subject
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with the kind of person who becomes a sales
rep, or if not, there is something wrong after six
months.

matter the more you’ll appreciate it, and maybe I just
haven’t spent enough time smoking pot and playing
video games with Vancouver post-grads to fully appreciate this book. Mr. Coupland writes with great verve and
imagination, but this time at least his aim is not always
quite right.
The Good Life

06

The Roman Empire survived because middle
management — soldiers and merchants — remained
committed despite the decadence of senior executives.
of an amateur, with some painfully bad writing and a
story line so predictable that you know what’s going to
happen practically from the first page. But the pacing is
pretty good, and it has a surprisingly strong voyeuristic
appeal that keeps you turning the pages. Danielle Steel,
the author’s former wife, who is cited fulsomely in the
dedication and acknowledgments, was clearly a big help.
The single zillionaire of the title, one Steven
Hudson, is a successful businessman who has been feeling down in the dumps since his beloved wife died.
Jessica James is a beautiful-but-struggling reality TV
producer who comes up with a potentially career-saving
idea: a show called Trophy Bride, in which hot young
things compete for the everlasting affection of, well, a
man like Steven Hudson. She recruits him. He goes
along because he has a crush on her. See what I mean
about being able to guess the rest?
Mr. Perkins has a knowing eye for the milieu of
the ultrarich — the Gulfstream V, the charity balls, even
the Entertainment Tonight–type TV crews scrambling
for their quarry — and, among other things, they apparently like dark wood very much. There are the
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Sex and the Single Zillionaire isn’t really about business,
except insofar as it’s about the author, Tom Perkins. A
legendary tech investor and cofounder of Kleiner
Perkins Caufield & Byers, the venerable Silicon Valley
venture capital firm, Mr. Perkins is known to be a
smooth and sociable man who appreciates the good
things (yachts, private chefs, luxury homes) that
immense wealth can bring. The main character in the
book is autobiographical, and, since I’ve never met the
man, I can only speculate as to whether the real Mr.
Perkins is such a nice guy. But no matter.
Sex and the Single Zillionaire is obviously the work
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“mahogany paneled corridors” of
the executive suite at Steve’s firm, BOOKS
the “old leather, old wood, old paintings” and “burnished dining room” of his club, the “carved oak paneling” of his Long Island mansion, the “beeswaxed,
marquetry inlaid woods” of his Bentley, the “curved oak
walls” of the yacht club, more “French polished
mahogany panels” in his office, a “wood paneled”
lounge at 21, the “exquisitely varnished” decks of his
speedboat, and the “mahogany wainscot” and
“mahogany-banistered” staircase on his motor yacht.
The would-be trophy brides are described in similar
fashion, with “statuesque” figures and “marvelous
breasts,” “goddesses” with “tanned bare arms and shoulders” and “radiant smiles,” forever looking “stunning”
and “dazzling.” Fortunately, unlike the aforementioned
wood, they actually do things. Unfortunately, mostly
what they do is turn into ranting idiots, heartless
grifters, or comical sex fiends at the drop of a hat. But
again, no matter. The supporting cast — kids, servants,

employees — is just plausible enough. Steve is smart and
has a heart, ditto Jessie, and that’s enough of a story line
to keep things moving. You don’t really get anywhere,
but it’s not an unpleasant ride.
The Roman Way

Although not technically a work of fiction, my final
selection accomplishes the satirical goal best of all —
true insight through humor. Stanley Bing, the pen name
of Fortune humor columnist and CBS PR executive Gil
Schwartz, has carved out a nice niche for himself as a
satirist of executive life. I used to read his column regularly but eventually tired of it — finding original ways to
spoof executive life 26 times a year, year after year, is a
tall order for anyone — and I’d almost forgotten how
good a writer he is. In Rome, Inc., Mr. Bing tackles an
improbable idea: casting the history of the Roman
empire as a management parable, with the tongue-halfin-cheek thesis that Rome was the first great multinational and had to wrestle with organizational challenges no different from what corporations face today.
The most explicit analogies between Rome and the
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Hannibal Barca was one of the
great out-of-the-box thinkers
and strategic planners, and he
didn’t give up until he lost the
support of his own senior management — and, of course, a
lot of lives along the way.
Hannibal’s idea was to tie up
Rome in Africa and then, with
the help of the many little momand-pop operations that hated
Rome in the south of France and
northern Italy, invade the boot
itself, and set up shop right on
Rome’s doorstep, frightening the
toga boys and eventually piercing the heart of
the great corporation in its own hometown.
How to get there? By the hardest way possible
— over the Alps. In winter. Just exactly what
any sane manager would never think of doing.
And while we’re at it, let’s bring something that
no Roman, no Italian has ever seen before: elephants. Big, scary, weird elephants. That ought
to rock their world, huh?
As a potted history, that’s pretty good.
Mr. Bing makes a compelling, if ultimately obvious,
argument that the Roman Empire was built on very
clever management techniques, and that it survived
as long as it did because middle management — the
soldiers and merchants —
remained committed despite the
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decadence of the senior executives. He’s perceptive and
hilarious in his assessments of Caesar, Augustus, Antony,
and the other great figures, and he’s merciless (and also
hilarious) in his descriptions of the preposterously irresponsible and self-indulgent emperors who followed
Caesar, such as Caligula and Nero. By the book’s end,
the central joke starts to wear thin, but the sketches still
work. Mr. Bing has obviously done his homework.
What stuck with me most in reflecting on Rome,
Inc. is probably not something the author intended. For
all the relevant analogies between Rome and multinational corporations, the fact is that modern companies do not resolve their internal disputes by having the
board hack the CEO to death (or vice versa). Whatever
their depredations and structural lack of concern for
those lower down in the hierarchy, corporations do not
build strategies based on hundreds
of thousands of people dying violent
deaths. Even in the most bitter family-business feuds, CEOs do not kill
their mothers and force their daughters to bed potential rivals.
The extreme violence of Roman
society is more striking in Mr. Bing’s
telling than in most history books.
That’s partly because it’s a running
joke — corporate politics are a distraction from the real business of
“hacking and slashing” — but partly because he’s unconstrained by the
politesse of historians. And that’s a
service in itself.
For its unlikely but highly successful combination
of dead-on corporate satire and historical insight, Rome,
Inc., is our pick for best book. +
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Industry Standard.
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modern corporation, though meant as jokes, are the
least interesting and least amusing aspects of Rome, Inc.
Mark Antony is to Octavian as Bill Gates is to Steve
Jobs. Get it? Me neither, and I read the book. But to
focus on this is to miss Mr. Bing’s considerable achievement: He succeeds in painting a fairly coherent picture
of how Rome worked and why, with a wry and witty use
of corporate jargon and contemporary colloquialism
that is a funny and refreshing antidote to the historianspeak that we usually have to navigate in reading about
the ancient world. Indeed, it turns out that looking at
Rome from a modern management standpoint is actually fairly enlightening, and in Mr. Bing’s able hands it’s
also very entertaining.
Consider this description of the strategy behind
Hannibal’s legendary invasion:
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Sharon Daloz Parks,
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Taught: A Bold Approach
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(Harvard Business School
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early every author alive who has written a
significant book on leadership gathered
recently at Harvard’s Kennedy School of
Government to celebrate the patriarch of
their field, the redoubtable 81-year-old Warren Bennis.
The emcee of the event estimated that the total number
of books sold by those in the room was, even after
deducting remainders, some 30 million. As might be
expected from such celebrities, when each rose to speak
he said more about himself than about the honoree.
More surprisingly, no one said much about the subjects
traditionally found in leadership books: the styles, traits,
and practices of the masters of the art. Instead, the
gurus’ comments touched variously on history, politics,
philosophy, poetry, economics, technology, psychology,
science, ethics, education, and culture. As they spoke, it
became clear that each of the authors, in his or her own
way, was seeking to understand the broader social context in which leadership occurs, and to clarify the complex, myriad, and unquantifiable ways in which leaders
of modern institutions affect the lives of citizens, consumers, and workers. The sum of their comments
amounted to a revelation: Without anyone’s having
noticed, the field of leadership apparently had become
the home base for business generalists and, in particular,
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Jonathan Alter, The
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Hundred Days and the
Triumph of Hope (Simon &
Schuster, 2006)
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In hindsight, that shift away from the narrow “how to”
and toward the broader “why” of leadership has been
reflected in the books reviewed in strategy+business in
recent years: For the most part, the best books selected
in the field of leadership haven’t been “leadership books”
at all. The titles atop this year’s list confirm the trend.
The Defining Moment: FDR’s Hundred Days and the
Triumph of Hope, by Newsweek columnist Jonathan
Alter, is a concise and insightful journalistic account
of the first 100 days of Franklin D. Roosevelt’s initial
term in office. Without listing FDR’s 10 leadership
secrets, Mr. Alter provides invaluable lessons for executives seeking to change their organizations (aren’t they all?). Readers who
make a little effort at translation from
the world of politics to the world of
business will find that the book
shows how, by relying more on persuasion than on power, a determined
leader can bring about profound
change in a short period of time.
Mr. Alter reminds us how close
America came in 1933 to succumbing to the totalitarianism that was
then sweeping the world. With
unemployment at 25 percent, with
business investment all but nonexistent, and with many of the nation’s
banks defaulting, such influential figures as William
Randolph Hearst and Walter Lippmann were calling
for FDR to assume “dictatorial powers” to quell the
simmering political unrest that promised to boil over
into rebellion. Roosevelt ignored the pleas to centralize
power and, instead, used his impressive leadership skills
to prod, cajole, connive, and charm Congress into
quickly passing the most far-reaching array of social
legislation in the nation’s history, including the Civilian
Conservation Corps (CCC), National Recovery
Administration (NRA), Tennessee Valley Authority
(TVA), and forerunners of the FDIC and SEC. Under
his leadership, America was treated to an alphabet soup
of programs and agencies designed to offer fast relief to
its most distressed citizens and a sense of long-term security to the rest of the populace.
Alas, these programs did
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not effectively address the Depression — relief had to
await the enormous defense buildup prior to America’s
entry into World War II — but, as Mr. Alter convincingly argues, overcoming the nation’s financial woes was
not FDR’s central achievement. Far more important,
Roosevelt restored faith in the system, thus probably
saving American democracy and capitalism. At his inauguration, a visitor had commented to FDR that he
would go down as the worst American president in history if his legislative program failed. “If it fails,”
Roosevelt replied, “I’ll be the last one.”
Mr. Alter offers a balanced account of Roosevelt’s
strengths and weaknesses. No hagiography, the book
documents that FDR was far from a nice guy. Vain and
insincere, he resorted to Machiavellian dissembling (his
character shortcomings make for embarrassing reading
even in our less-judgmental era).
Neither the smartest nor the besteducated man to occupy the Oval
Office, he was intellectually inferior
to both his hero, Thomas Jefferson,
and his beloved distant cousin,
Theodore Roosevelt. But FDR
understood his own weaknesses and
was willing to compensate for them.
First, he avoided making the same
mistakes he had observed being
made by contemporaries Herbert
Hoover and presidential nominee Al
Smith, both of whom were petty
and inflexible. Second, he surrounded himself with a strong personal
staff and an impressive “brain trust” who developed his
administration’s policies and ran the departments of
government (FDR’s modus operandi was to listen to the
opposing arguments of these experts and then to take
the best as his own). He also learned from his own
numerous errors; for example, he couldn’t see at first
how deposit insurance would help restore trust in the
banking system. Instead of being driven by ideology,
he had a “bias for action”: an unnatural willingness to
experiment with, and then abandon, his administration’s brilliant but demonstrably failed ideas.
Roosevelt understood that he was neither the boss
nor the savior of the American people but, rather, the
“present instrument” of their wishes whose role was to
help them do what they could not do for themselves. In
this, he had the perfect co-leader, his wife, Eleanor. He
once said that he focused on what could be done, while
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In this regard, Mr. Alter’s book is BOOKS
the flip side of — and perfect companion to — Heroes:
Saviors, Traitors, and Supermen. A History of Hero
Worship, a new work by British literary critic Lucy
Hughes-Hallett. Heroes is an elegant historical and literary analysis of eight individuals (one fictional) who
inspired unbridled hero worship from ancient Greece to
modern Europe. To her credit, Ms. Hughes-Hallett
doesn’t round up the usual suspects. Instead of
Alexander, Caesar, Napoleon, and the other biggerthan-life heroes dubbed Great Men by Thomas Carlyle
(and Supermen by Friedrich Nietzsche) in the 19th century, she chooses the tales of slightly lesser-known figures who, rather than being fearsome conquerors, were
seen in their day as saviors by the masses. Cato, El Cid,
Francis Drake, Giuseppe Garibaldi, and the other personalities she profiles were each complex characters who
gave great service to their people, but — and here is the
point of her story — that service came at a high price.

Franklin D. Roosevelt once said he focused
on what could be done, whereas Eleanor
focused on what should be done.
(both business and unions opposed large parts of the
New Deal). Of course, Mr. Alter doesn’t spell out these
leadership lessons with a handy list of how-tos; instead,
he offers rich detail about the complex world that
decision makers actually inhabit, complete with the
ambiguity and uncertainty inherent in occupying an
executive suite.
Unlike many journalists venturing into biography,
Mr. Alter doesn’t try to pass himself off as a professional
historian. With the exception of some annoying psychologizing about Roosevelt’s relationship with his
mother, the author modestly sticks to what he knows
how to do so well: writing punchy, article-length chapters, each making a single, clear point. Because business
readers will appreciate that, along with Mr. Alter’s honesty and appreciation of nuance, The Defining Moment
is our best leadership book of the year. But Mr. Alter also
acknowledges a broader philosophical question raised
by his portrait of Franklin D. Roosevelt: It is squarely
in the tradition of the Great Man school of leadership.
He admits that this orientation is as unfashionable as it
is problematic.

It turns out that heroes are difficult to live with.
They single-mindedly succeed at their tasks because they
are self-confident and have no quit in them — which
also means they tend to be self-centered, unyielding,
obsessive, arrogant, and unwilling to bend to anyone’s
rules. Such uncompromising men (Ms. Hughes-Hallett
notes that women seldom have been seen as heroes) are
particularly useful if the task is protecting a constitution
(Cato), fighting foreign invaders (El Cid), sinking an
armada (Drake), or securing national independence
(Garibaldi), but in all other ways and times they are
royal pains in the neck. The incorruptible Cato fought
valiantly against Julius Caesar’s attempts to become allpowerful emperor of republican Rome, but he also was
unfeeling (“he expressed regret that he had been so weak
as to have kissed his wife”), austere and self-righteous (he
practiced “the theatre of poverty, a humble act with a
proud subtext”), and pugnacious (one biographer
observed that Cato was always ready to throw himself
into the breach, whether or not it was necessary to do
so). El Cid kicked the pants off the invading Moors, but
he also was a mercenary adventurer who “rode out, high
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she focused on what should be done. Today, we can
appreciate the value of this double-barreled approach as
our leaders in both the public and private sectors seem
concerned only with what is.
Not surprisingly, Mr. Alter, a journalist, focuses on
FDR’s masterly use of the mass media. Roosevelt’s “talent for useful simplification” allowed him to get the
most from his “fireside chats,” using radio to reach into
the homes of common Americans with a personal
touch, and thus generate broad public support for his
agenda. Businesspeople can learn from the speeches
included in Mr. Alter’s book, noting how FDR created
“burning platforms” to get the attention of the citizenry,
then quickly offered them the hope and redemption of
his policies. Leaders of all organizations can draw useful
lessons from FDR’s experiences with regard to such
practical tasks as managing during a crisis, dealing with
transitions (his predecessor, Herbert Hoover, tried to
sabotage the handoff of the presidential baton), and
overcoming the resistance of powerful interest groups
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supermen turned out to have had feet of clay. Perhaps
now we are ready to accept a truth that playwright
Bertolt Brecht once proclaimed in a Europe gone mad
with dictatorship: It is an unhappy land that needs to
search for heroes.
Granted, it takes a bit of imagination to see the connection between the historical heroes Ms. HughesHallett portrays and the celebrity CEOs who are of
interest to readers of business books, but that mindstretch is well worth the effort. It is instructive to learn
that Garibaldi practiced Jeff Skilling–like sleight of
hand, and that he tried to compensate for his lack of
managerial skill with displays of bravura comparable to
those of such famous entrepreneurs as Billy Durant,
Howard Hughes, and Donald Trump. In exploring the
historical details, we learn why such practices didn’t
work for Garibaldi then and, by
extension, why they don’t work in
the business arena now. And by considering Mr. Alter’s and Ms.
Hughes-Hallett’s books as companions, it is useful for us to give hard
thought to identifying what distinguishes the leadership of a Franklin
Roosevelt, on the one hand, from
that of a Garibaldi, on the other.
Personally, I found the challenge of
trying to sort through the distinction between healthy and unhealthy
dependence on a leader to be an
extremely difficult mental exercise
— particularly in the context of
business, where political freedoms aren’t at risk.
Profit and Other Motives

The problematic challenges raised by great businessmen
are explored in a third new book, Purpose: The Starting
Point of Great Companies, by Nikos Mourkogiannis.
This is surely the least traditional leadership volume of
the year, if not the oddest. Part personal memoir, part
advertisement for the author’s London-based consulting
firm, part business history, part philosophical text, part
ethics sermon, and part annotated graduate-student bibliography, Mr. Mourkogiannis’s book might be the perfect illustration of the new multidisciplinary trend in
leadership books. Actually, Mr. Mourkogiannis would
have been well served by a skilled editor who sharpened
his focus. Nonetheless, this is an earnest effort with a
moral message that deserves consideration: Profit in
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on adrenaline and self-love,” a man capable of extreme
violence and cruelty even against his fellow Christians.
Francis Drake saved the day for Elizabeth I when he
scuttled the Spanish fleet, but he was first and foremost
an amoral pirate who, at the point of defeating the
armada, abandoned the patriotic cause to capture a disabled ship for its booty. And Garibaldi deserves as much
credit as anyone for having united Italy but, at base, he
was an extremely lucky egotist who didn’t have the sense
to know when to stop fighting. In the end, Ms. HughesHallett’s heroes all came a cropper. As Ralph Waldo
Emerson noted, “Every hero becomes a bore at last.”
Ms. Hughes-Hallett’s subtitle is A History of Hero
Worship. The question she explores is not why men want
to be heroes (the answer: It’s fun to be the loose cannon
in a crowd of conformists); instead, what intrigues the
author is why we not only tolerate
heroes, but actually seek them out.
Since hero worship is manifestly the
first step toward totalitarianism, this
is high-risk behavior. Even when the
careers of heroes are nipped in the
bud before they have absconded with
our freedoms, their activities drain us
of our power. Emerson said that “life
is sweet and tolerable only in our
belief in great men,” but he added
that a hero is a “monopolizer and
usurper of others’ minds,” and that
hero worshipers run the risk of
“intellectual suicides.” That is why
the Athenians had the sense to ostracize any leader who showed heroic tendencies. That may
not have been the most efficient way to govern, but it
was deemed healthier for the people to learn to govern
themselves.
Yet we never seem to learn. Ms. Hughes-Hallett
notes that, on September 12, 2001, a group of people
were photographed at the ruins of the World Trade
Center under the banner “We Need Heroes Now.”
Indeed, modern America lacks swashbuckling supermen
capable of making things right with their mighty
swords. Instead, in both public and private sectors, we
have celebrity leaders: essentially, heroes without the
beef. In the corporate world over the last decade, former
CEOs Dennis Kozlowski, Ken Lay, Phil Condit, Al
Dunlap, and Jack Welch each had his day as the next
Great Man of business. For various reasons, all those would-be

BEST

06

company and, at his death, left
it so dependent on his leadership BOOKS
that it took decades to recover from his heroic legacy.
The issue is the same today: What are organizations to
do with bigger-than-life executives? In light of the historical experiences described in The Defining Moment,
Heroes, and Purpose, Bill Gates’s recent decision to stand
down from the executive suite at Microsoft and devote
himself to philanthropy looks to this observer like
enlightened leadership.
Mr. Mourkogiannis reminds managers that there is
a rich lode of wisdom to be found in history books, and
it is foolhardy for them to believe they can learn only
from their own experiences, which, by definition, are
circumscribed. Of course, lessons learned from others
are difficult to interpret and to apply to our own situations. For example, although Mr. Mourkogiannis cites
Ford and others to illustrate his thesis that profit is an
insufficient purpose for a business, there is no evidence
that Alfred Sloan and his organization men at GM who

In light of Heroes and Purpose, Bill Gates’s
decision to leave Microsoft to pursue
philanthropy looks like enlightened leadership.
cratic boss and an egotistic business partner who would
let no one stand in the way of the exertion of his mighty
will. He castigated his colleagues and investors for seeing
the Ford Motor Company as a mere “money making
concern” rather than as “a vehicle for realizing my ideas.”
A true Nietzschean Ubermensch, he had his way with
them all. But, in the end, they and he paid the price. As
with all Great Men, Ford’s strengths were his flaws. The
very single-mindedness (he famously said his customers
could have any color of car they wanted, as long as it was
black) that led to his success would be his undoing.
While he was focused myopically on making his only
product, the Model T, cheaper and cheaper still, across
town at General Motors the far less brilliant Alfred Sloan
was creating a full line of cars in response to the changing demands of consumers.
Like most heroes, Ford was all “act” and no introspection. When a united Italy looked to Garibaldi for
political leadership, he kept on doing his thing — fighting — long after that was what the country needed. And
after Ford realized his magnificent dream, he kept producing Model Ts until he nearly bankrupted the Ford
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itself is an insufficient purpose for sustaining a business. The author claims there are just four legitimate
business purposes: Discovery, Excellence, Altruism,
and Heroism.
Although I can’t say I was convinced by the way he
arrives at his conclusions, he surely is spot-on in identifying Henry Ford as the avatar of heroic business leadership. If any businessman ever was, Ford was a Great
Man who engaged in “a single-minded effort to change
the world” and succeeded. Exactly as Ms. HughesHallett describes her heroes, Ford was an obsessive, outsized figure to whom the rules regulating the lives of
other men didn’t apply. He overcame all the obstacles —
technological, financial, organizational — that had kept
other business leaders from creating the revolution of
mass manufacturing that ultimately led to unimagined
economies of scale in production and subsequent low
prices for consumers. What a genius! What a superman!
And what a pain old Henry was to everyone who
worked for, or had to deal with, him. He was an auto-

bested Heroic Henry ever had any purpose in mind
other than to make a profit. Leadership is complicated,
isn’t it? (Mr. Mourkogiannis also reviews the year’s best
negotiation books on page 25.)
Better How-Tos

Compared to the instructive complexities found in the
three non-leadership titles cited above, most of this
year’s crop of conventional leadership manuals seem
sterile and simplistic. But the quality of a few of those
books is a cut above average and, depending on what the
reader is looking for, they may offer useful information
and perspectives. The best of the rest is Sharon Daloz
Parks’s Leadership Can Be Taught: A Bold Approach for a
Complex World. I approached this volume with ambivalence: I hold with the minority that leadership can be
taught, but the use of an italicized word in a title is a red
flag that the author distrusts the reader’s intelligence
(like speakers who wiggle two fingers at their temples
to make sure you “get it” that they are quoting).
Thankfully, the book turns out to be an intelligent and
thorough description of the method that noted scholar
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buddy and fellow corporate board member, but I don’t
think I’m entirely biased in saying that the two of them
seasoned their practical advice about “what leaders do to
empower the organization” with more than a modicum
of wit and profundity. What distinguishes this book
from the literally thousands of how-to manuals now
available is the disciplined interplay of two creative
minds noodling through the layered complexities of
leadership. And at 17 bucks, this paperback edition is
cheap, too!
It is unfortunate for the business reader that most
publishers attempt to reduce their risk by churning out
formulaic leadership books, much as Hollywood studios
love to produce cookie-cutter derivatives of last year’s
blockbuster films. Even Henry Ford would have been
appalled by the thought of business book assembly lines
cranking out me-too leadership
books, all with lists of “proven, bitesized, easy-to-use techniques that
really work.” Actually, in the real
world of organizations, leadership
defies categorization into handy
rules and guidelines. That’s why
truly useful leadership books are
those that document the efforts of
unheroic men and women struggling, often with insufficient power,
to resolve ambiguous issues against
recalcitrant forces of resistance.
Well, you get my drift: Businesspeople can learn more profound
lessons about leadership from intellectually demanding books that are not practical, per se,
than they can from the lightweight, easy-to-read, howto textbooks that are staples of the leadership book
genre. As a footnote, in July, the New York Times reported that the nation’s most famous MBA, George W.
Bush, had this to say in reference to the new Iraqi prime
minister’s plan to pacify that country: “That’s what leaders do,” he explained. “They see problems, they address
problems, and they lay out a plan to solve the problems.” It’s as simple as one, two, three. Isn’t it? +

James O’Toole (jim@jamesotoole.com) is research professor at
the Center for Effective Organizations at the University of Southern
California. He has written 15 books, including Creating the Good
Life: Applying Aristotle’s Wisdom to Find Meaning and Happiness
(Rodale Press, 2005), and, with Edward Lawler, The New American
Workplace (Palgrave Macmillan, 2006).

strategy + business issue 45

best books 2006 leadership
57

Ronald Heifetz employs at Harvard to teach leadership.
Professor Heifetz’s approach, called “case-in-point” to
distinguish it from the traditional business case method,
skillfully uses classroom dynamics to demonstrate his
theory that leaders need to offer followers “adaptive
challenges” — tasks with the power to change an organization’s attitudes, values, and behavior — instead of
telling them what to do. It works (see ancient Athens,
above), but so do other classroom approaches, and that
is the book’s shortcoming. Maybe Ms. Parks’s next book
will pay more attention to the successful ways other fine
professors teach leadership.
Rob Goffee and Gareth Jones’s Why Should Anyone
Be Led by YOU? What It Takes to Be an Authentic Leader
is another offering with an off-putting graphic element
in its title. Fortunately, the finger-pointing on the cover
doesn’t carry over to the text, which is
a useful, if uninspired, summary of
the currently hot topic of leadership
authenticity. In the prescribed mode
of how-to books, the authors dutifully serve up the requisite seven chapters, each with a separate useful lesson (“Take Personal Risks,”
“Communicate — with Care”).
Who could disagree?
Mark Gerzon’s Leading through
Conflict: How Successful Leaders
Transform Differences into Opportunities is a practical, authoritative
text on another important subject
garnering increasing attention: mediation. The human relations skills of the mediator are
clearly useful in many, if not most, managerial situations, and consequently this book is useful. But the
applicability of mediation to many aspects of leadership
is limited: Neither Franklin Roosevelt nor Henry Ford
could have met the great challenges they overcame
behaving like mediators.
Unfortunately, the most useful conventional howto leadership book of the year is technically ineligible
for the honor: Reinventing Leadership: Strategies to
Empower the Organization, by Warren Bennis and
Robert Townsend, is a new edition of a book largely
overlooked when it was originally published in 1995.
OK, I admit that Mr. Bennis is my mentor and
occasional coauthor, and the late Bob Townsend (the
CEO who famously made Avis
“Try Harder”) was my drinking
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