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Preface

A fundamental change is taking place in the nature and application of
technology in business. This change has profound and far-reaching im-
plications for your organization and for you.

To date, no one has fully articulated this change. As a result, devel-
opments in technology often appear as a barrage of random, unrelated
events. Further, most enterprises are having severe difficulties embrac-
ing the change, remaining constrained by traditional approaches to ex-
ploiting technology and by legacy technology investments and cultures.

A multimillion dollar research program conducted by DMR at the
turn of the decade and early 1990s was launched to understand this
problem and find some answers. Several thousand organizations in
North America, Europe, and the Far East were studied to investigate
the nature and impacts of changes in technology, including emerging
applications, organizational benefits, and management implications.

The research came to a number of striking conclusions, which all center
on one theme: Information technology is going through its first paradigm
shift—driven by the demands of the new, competitive business environ-
ment on the one hand and profound changes in the nature of computers
on the other. The information age is evolving into a second era.

The paradigm shift encompasses fundamental change in just about
everything regarding the technology itself and its application to busi-
ness. The old paradigm began in the 1950s. The late 1980s and the
1990s are a transition period to the new paradigm. Organizations that
do not make this transition will fail. They will become irrelevant or
cease to exist.
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A paradigm shift is a fundamentally new way of looking at some-
thing. It is often necessitated by new developments in science, technol-
ogy, art, or other areas of endeavor. Such shifts are necessary because
important changes in reality demand a shift in conceptualization. For
example, in the early twentieth century the march of science began to
raise issues that were not easily explained by Newtonian physics. A new
paradigm, in this case Einstein’s special theory of relativity, emerged as
a new and more comprehensive theory and framework to explain the
new realities.

The concept of a paradigm shift was first introduced by philosopher
and science historian Thomas Kuhn in his 1962 book, The Structure of
Scientific Revolutions.! The notion of a paradigm has grown beyond
the dictionary definition. Today the term is widely used to define a
broad model, a framework, a way of thinking, or a scheme for under-
standing reality. Psychologists discuss a reinforcement paradigm; poli-
ticians speak of political paradigms; doctors discuss a paradigm shift
in medicine; and so on.?2 The idea that the information age is go-
ing through its first paradigm shift was first elaborated by DMR Group
in 1987.34

Four paradigm shifts impact business today. These are illustrated in
the figure below.

New Technology
= New goals for IT

« Open, user-centered,
network computing

New Geopolitical
Order
= Open, volatile,
multipolar world

New Business

Environment

« Open, competitive,
dynamic marketplace

New Enterprise

« Open, networked,
information-based
organization
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1. The change in the world economic and political order is quite appar-
ent to anyone who reads newspapers. No one is really sure what that
change is or where it is going, but the end of the post-World War 11
era has occurred. The world is opening and is volatile.

2. A related shift is occurring in the business environment and market-
place. The stable, postwar period of limited competition is over. Mar-
kets and national economics are being transformed. Old rules are
disappearing, as are walls to competition.

3. A shift is occurring in the nature of organizations. The corporation
of old simply does not work anymore. Business transformation en-
abled by information is required to succeed in the new environment.
The new enterprise is dynamic and can respond quickly to changing
market conditions. It has a different structure—flatter and team-
oriented — eliminating bureaucratic hierarchy. It is based on commit-
ment rather than control. Business processes are streamlined for
productivity and quality. The new enterprise is open and networked.

4. The information age is entering a second era. The new technology par-
adigm parallels the other shifts. Like the new enterprise it is open and
networked. It is modular and dynamic—based on interchangeable
parts. It technologically empowers, distributing intelligence and deci-
sion making to users. Yet, through standards, it is integrated, moving
enterprises beyond the system islands (and their organizational equiva-
lents) of the first era. It works like people do, integrating data, text,
voice, and image information in its various formats—and provides a
backbone for team-oriented business structures. It blurs walls between
enterprises, enabling the recasting of external relationships. Most im-
portant, it has matured to the point where it is achievable and afford-
able. In fact, the longer your organization waits to begin a transition,
the more you have to spend, even in the short term.

This book is about the paradigm shift in information technology and
how it relates to the other historic changes in our world. We believe this
-shift is the missing piece in the discussion of how to achieve the new
enterprise. The computing platforms that exist in most organizations
today are unable to deliver the goods for corporate rebirth. They are
expensive, are limited in function, and seem to take forever to change.
Worse, these old computing structures lock organizations into old cor-
porate structures.

It is only through open network computing that the open networked
enterprise can be achieved. Understanding the technology paradigm
shift is therefore becoming a precondition for business success in the

information age.
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This book investigates the critical dimensions of the shift to help you
uncover the new promise of IT in your organization, demystify the
sometimes bewildering changes occurring in technology, and provide a
framework for leading the transition to the new.

Don Tapscott
Art Caston
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Introduction

What on Earth Will
Happen Next?

It happens to you at various points throughout the day—starting with
reading the morning newspaper and ending with watching the late
night news. The staggering changes taking place in the world and their
implications for our professional and personal lives are relentless,
changes unimagined just a few years, months, or weeks ago. There is a
new openness and volatility that seem rich with opportunity and
fraught with danger for humanity, your country, your organization,
and you. As you read the headlines, you often find yourself shaking
your head: What on earth will happen next!

When news of the collapse of the Berlin Wall reverberated around
the globe at the end of the 1980s, even the most diehard cold warriors
realized that the world was changing. The assumptions that had di-
rected the economic and political events of the world since 1945 sud-
denly had to be questioned and reconsidered. The status quo of more
than four decades was quickly disappearing. Authors of east-west espi-
onage thrillers, such as John LeCarré, admitted that their work was
quickly becoming dated.

The Berlin Wall, the physical and symbolic barrier that had separated
two countries, two ideologies, and divided a continent, was dismantled
and its pieces sold as souvenirs of another time. Its demise, to people all
over the globe, was the beginning of a new decade and a new world. Its
destruction symbolized the birth of an uncertain but exciting new era
and a profound shift in the structure of world order.

The Berlin bulldozer engines were still warm when Saddam
Hussein — freed of the constraints of a bygone, bipolar world —boldly
set out to exploit the new world situation. He was followed, in turn, by

1



2 Introduction

George Bush, who sought to define and establish a new world order.
The United States and the Soviet Union stood side by side. Old rules
and alliances were quickly swept away. New alliances and rules were
forged. Six months and tens of thousands of deaths later the world had
seen a first glimpse of the dark side of a new era.

Other dramatic changes continue as the twentieth century draws to a
close. With the postwar era and its economic, political, and social barri-
ers collapsing, changes in economic and political relations are affecting
countries everywhere and challenging traditional ways of thinking.
Whether they be concrete blocks in Berlin or tariff barriers in Europe
and North America, physical, economic, cultural, and political barriers
are tumbling. There is a growing awareness of the interdependency of
nations, individual countries no longer operating as island states if they
hope to survive, let alone prosper.

Countries, whether they be in southeast Asia, western Europe, North
America, South America, Africa, or the Middle East, have become inte-
gral parts of a world trading market. Through economic necessity as
well as political and social pressures, attitudes are rapidly changing. As
the world prepares to enter the twenty-first century, there is a new
openness among countries and cultures and a freer flow of information,
goods, and ideas.

As more and more of the traditional postwar barriers fall, a new era
bringing upheaval, unprecedented change, and major political and eco-
nomic realignments continues to unfold. The stunning disintegration of
Stalinism in eastern Europe and the breakup of the Soviet Union clearly
constitute one of the most significant developments in the century
(ranking with the “10 days that shook the world” in October 1917) and
arguably in human history. ‘

Information and information technology are at the center of this
opening. Faxes provide students demonstrating in Tienanmen Square
with information about what is happening in their own country and en-
able them to communicate their story with the world. People around the
world view the Iraqi war from live television feeds in besieged Baghdad.
Debates once restricted to the Soviet underground samizdat rage in the
pages of Russian newspapers, presenting views that a few years ago
would have qualified most authors for a one-way trip to a psychiatric
hospital. Smart bombs enter 6 ft* windows, and thousands of net-
worked personal computers become key battlefield weapons. Global
telecommunications networks energize the metabolism of world com-
merce and move us inexorably toward Marshall McLuhan’s global vil-
lage.

There are new opportunities, but there are also potential perils for
nations, cultures, economies, and people. The growth of political, eco-



