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Introduction

I. What happened after 1983

I wrote this book in 1983. It was the result of twenty years of managerial
work during which I learned a variety of ways to make things take place
more effectively. What I learned were the basics of managerial work,
particularly as they pertained to middle managers. More than a decade has
passed since, but I find that most of the things that were useful then are still
useful now; the basics of management remain largely unaffected.

However, two critical events took place in the 1980s that altered the
environment in which we managers do our work—and this made me realize
that an updated Introduction to this book was necessary. Those events were
the Japanese memory onslaught and e-mail.

Let me explain their implications.
By the mid-eighties, the Japanese producers of Dynamic Random Access

Memories, or DRAMs for short—the most popular computer memory
devices, used in computers of all kinds—had perfected their technological
capability and honed their manufacturing prowess to the extent that they
could take on the American producers (who had pioneered the market and
totally dominated it for the first fifteen years of its existence). The mid-
eighties were also when the personal computer revolution took place. And
because personal computers require a lot of memory, the Japanese DRAM
juggernaut had a ready market for its products centered in the United States.
Everything was primed for an attack.

Intel, where I work, was one of the companies that got caught up in this
assault. In fact, Intel was one of the early producers of DRAMs. More than
that, in its earliest years, we had practically the whole market to ourselves.
However, by the mid-eighties, competition both from the United States and,
increasingly, from Japanese manufacturers whittled down our share of the



market. Under the ferocious attack of aggressively priced, high-quality
Japanese DRAMs, we were forced to retreat and cut prices to a level where
being in the DRAM business brought us major losses. Ultimately, the losses
forced us to do something extraordinarily difficult: to back out of the
business that the company was founded upon, and to focus on another
business that we thought we were best at—the microprocessor business.

While this adjustment sounds quite logical and straightforward in theory,
in reality its implementation required us to move and redeploy a lot of our
employees, let some of them go, and shutter a number of factories. We did
all this because under this strong attack, we learned that we must lead with
our strength. Being second best in a tough environment is just not good
enough.

Ultimately, we—Intel and the U.S. semiconductor industry—prevailed
over the onslaught of the Japanese manufacturers. Intel grew to become the
largest semiconductor manufacturer in the world, and U.S. manufacturers
recently surpassed their Japanese counterparts overall. Nevertheless, in
retrospect it’s clear that this assault was just one wave of a much larger tide
—the tide of globalization.

Globalization simply means that business knows no national boundaries.
Capital and work—your work and your counterparts’ work—can go
anywhere on earth and do a job.

Some of us are fortunate to be residents of a country, the United States,
that enjoys one of the highest standards of living. The U.S. market for
goods and services is the largest in the world. And until recently, it has been
easier to supply that market from inside the United States than from abroad.

Today, many markets outside the United States are growing faster than
markets inside the U.S. And the domestic market can be supplied from
anywhere in the world. For example, I recently bought a Gore-tex jacket
from Patagonia (the clothing manufacturer, not the region in South
America), and I saw that it was made in China: American brand, American
technology (the high-tech fabric was invented and made in the United
States), and assembled to the specifications of the reseller (Patagonia) in a
foreign country.

The consequence of all this is very simple. If the world operates as one
big market, every employee will compete with every person anywhere in



the world who is capable of doing the same job. There are a lot of them, and
many of them are very hungry.

Another consequence also follows. When products and services become
largely indistinguishable from each other, all there is by the way of
competitive advantage is time. And that’s where the second critical
development of the eighties comes in—e-mail.

Just as the Japanese DRAM attack was the first wave of a much greater
tide, e-mail is also the first manifestation of a revolution in how information
flows and how it is managed.

The informed use of e-mail—short for computer-to-computer electronic
messaging—results in two fundamentally simple but startling implications.
It turns days into minutes, and the originator of a message can reach dozens
or more of his or her co-workers with the same effort it takes to reach just
one. As a result, if your organization uses e-mail, a lot more people know
what’s going on in your business than did before, and they know it a lot
faster than they used to.

Let me interject a bit of irony. Back in the eighties, when the Japanese
seemed invincible, one explanation advanced for their ability to act quickly
and decisively was the way Japanese offices were set up. In a Japanese
office, a manager and his subordinates all sit around a big long table. People
work on their own assignments but when they need to exchange
information, everybody they work with sits within speaking distance, right
around the same table. So information is exchanged in minutes and
everybody can be reached with the same effort. As a result, because of the
ease with which Japanese office workers communicate, they have, in fact,
been slow to embrace electronic mail.

But now the pendulum is swinging in the other direction. As businesses
become more widely spread out around the globe and as time becomes the
key competitive weapon, American organizations are often better
positioned than their Japanese counterparts. Why? Because the same ease of
communication that prevailed by natural means in the Japanese office now
effectively travels around the world through electronic means.

And e-mail is only the first wave. Everything today is going to a digital
format: sound, photos, movies, books, financial services. And everything
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