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The ten trends of tomorrow 

The dynamic trajectories of change 

Two-and-a-half years ago, we described eight 
technology-enabled business trends that were 
profoundly reshaping strategy across a wide swath 
of industries. We showed how the combined 
effects of emerging Internet technologies, 
increased computing power, and fast, pervasive 
digita l communications were spawning new 
ways to manage talent and assets as well as new 
thinking about organizational structures. 

Since then, the technology landscape has 
continued to evolve rapidly. Facebook, in just 
over two short years, has quintupled in size to a 
network that touches more than 500 mi ll ion users. 
More than 4 billion people around the world 
now use cell phones, and for 450 million of those 
people the Web is a fully mobile experience. 

The ways information technologies are deployed 
are changing too, as new developments such 
as virtualization and cloud computing real lo
cate technology costs and usage patterns while 
creating new ways for individuals to consume 
goods and services and for entrepreneurs and 
enterpri ses to dream up viable business models. 
The dizzying pace of change has affected our 
original eight trends, which have continued to 
spread (though often at a more rapid pace than 
we anticipated), morph in unexpected ways, and 
grow in number to an even ten . 

The rapidly shifting technology environment 
raises serious questions for executives about how 
to help their companies capitalize on the trans
formation under way. Exploiting these trends 
typically doesn't fall to anyone executive-and as 
change accelerates, the odds of missing a beat ri se 
significantly. 

For senior executives, therefore, merely under
stand ing the ten trends outlined here isn't 
enough. They also need to think strategically 
about how to adapt management and organiza
tional structures to meet these new demands. 
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For the fi rst six trends, w hich can be applied across 
an enterprise, it w il l be important to assign the 
responsibility for identify ing the specific impli
cations of each issue to functional groups and 
business units. The impact of these six trends
distributed cocreation, networks as organizations, 
deeper collaboration, the Internet of Things, 
experimentation with big data, and wiring for a 
sustainable world- often wi ll vary considerably 
in different parts of the organization and should 
be managed accordingly. But local accountability 
won't be sufficient. Because some of the most 
powerful appl ications of these trends w ill cut 
across tradi t ional organizationa l boundaries, senior 
leaders shou ld catalyze regular coll isions among 
teams in different corners of the company that are 
wrestling with similar issues. 

Three of the trends- anything-as-a-service, 
multisided business models, and innovation from 
the bottom of the pyramid- augur far-reaching 
changes in the business environment that could 
require radical shifts in strategy. CEOs and their 
immediate senior teams need to grapple w ith 
these issues; otherwise it will be too difficult to 
generate the interd isciplinary, enterprise-wid e 
insights needed to exploit these trends fully. Once 
opportunities start emerg ing, senior executives 
also need to turn their organizations into labora
tories capable of quickly testing and learn ing on 
a small scale and then expand successes quickly. 
And finally the tenth trend, using technology 
to improve communities and generate societal 
benefits by linking citizens, requi res action by not 
just senior business executives but also leaders in 
government, nongovernmental organizations, and 
citizens. 

Across the board, the stakes are high. Consider the 
results of a recent McKinsey Quarterly survey of 
global executives on the impact of pa rticipatory 
Web 2.0 technolog ies (such as social networks, 
w ikis, and microblogs) on management and 
performance. The survey found that deploying 
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these technologies to create networked organiza
tions that foster innovative collaboration among 
employees, customers, and business partners is 
highly correlated with market share gains. That's 
just one example of how these trends transcend 
technology and provide a map of the terrain for 
creating value and competing effectively in these 
challenging and uncertain times. 

Distributed co-creation moves 
into the mainstream 
In the past few yea rs, 
the ability to organize 
communities of Web 1 
participants to develop, 
market, and support 
products and services has 
moved from the margins 
of business practice to the 
mainstream. Wikipedia 
and a handful of open-
source software developers were the pioneers. But 
in signs of the steady march forward, 70 percent 
of the executives we recently surveyed said that 
their companies regularly created value through 
Web communities. Similarly, more than 68 million 
bloggers post reviews and recommendations 
about products and services. 

Intuit is among the companies that use the Web 
to extend their reach and lower the cost of serving 
customers. For example, it hosts customer support 
communities for its financial and tax return prod
ucts, where more experienced customers give 
advice and support to those w ho need help. The 
most significant contributors become visible to the 
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community by showing the number of questions 
they have answered and the number of "thanks" 
they have received from other users. By our 
estimates, w hen customer communities handle 
an issue, the per-contact cost ca n be as low as 10 
percent of the cost to resolve the issue through 
traditional call centers. 

Other companies are extending their reach by 
using the Web for word-of-mouth marketing. 
P&G's Vocalpoint network of influential mothers 
is a leading example. Mothers share thei r experi
ences using P&G's new products with members 
of their social circle, typically 20 to 25 moms. In 
markets where Vocalpoint influencers are active, 
product revenues have reached twice those 
without a Vocalpoint network. 

Facebook has marshaled its community for 
product development. The leading social network 
recently recruited 300,000 users to translate its site 
into 70 languages-the translation for its French
language site took just one day. The community 
continues to translate updates and new modules. 

Yet for every success in tapping communities to 
create value, there are stil l many failures. Some 
companies neglect the up-front research needed 
to identify potential participants who have the 
right skil l sets and w ill be motivated to partici
pate over the longer term. Since cocreation is a 
two-way process, companies must also provide 
feedback to stimulate continuing participation and 
commitment. Getting incentives right is important 
as well : cocreators often value reputation more 
than money. Fina lly, an organization must gain 
a high level of trust within a Web community to 
earn the engagement of top participants. 
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Making the network 
the organization 

In earlier research, we 
noted that the Web was 

2 
starting to force open the 
boundaries of organiza
tions, allowing nonem
ployees to offer thei r 
expertise in novel w ays. 
We called this phenom-
enon "tapping into a 
world of ta lent." Now 

many companies are pushing substantially beyond 
that starting point, building and manag ing flex ible 
networks that extend across internal and often 
even ex ternal borders. The recession underscored 
the value of such flexibil ity in manag ing volatili ty. 
We believe that the more porous, networked 
organizations of the future wi ll need to organize 
work around crit ical tasks rather than molding it to 
constraints imposed by corporate structures. 

At one global energy services company, 
geographic and business unit boundaries 
prevented managers from accessing the best 
talent across the organization to solve cl ients' tech
nical problems. Help desks supported engineers, 
for example, but rarely provided creative solutions 
for the most difficu lt issues. Using social -network 
analysis, the company mapped information f lows 
and knowledge resources among its worldw ide 
staff. The analys is identified several bottlenecks 
but also pointed to a set of solutions. Using Web 
technologies to expand access to experts around 
the world, the company set up new innovation 
communities across si loed business units. These 
networks have helped speed up service delivery 
w hile improving quality by 48 percent, according 
to company surveys. 

Dow Chemical set up its own social network to 
help managers identify the talent they need to 
execute projects across different business uni ts 
and functions. To broaden the pool of talent, Dow 
has even extended the network to include former 
employees, such as retirees. Other companies 
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are using networks to tap external talent pools. 
These networks include on line labor markets (such 
as Amazon.com's Mechanica l Tu rk) and contest 
services (such as Innocentive and Zooppa) that 
help solve business problems. 

Management orthodoxies stil l prevent most 
companies from leveraging talent beyond full-time 
employees who are tied to ex isting organizational 
structures. But adhering to these orthodoxies 
limits a company's abi lity to tackle increasingly 
complex cha llenges. Pi lot programs that connect 
ind ividua ls across organizational boundaries are 
a good way to experim ent with new models, 
but incentive structures must be overhauled and 
role models established to make these programs 
succeed. In the longer term, networked organiza
t ions will focus on the orchestration of tasks ra ther 
than the "ownership" of workers. 

Collaboration at scale 
___ ___ ..... Across many economies, 

the number of people 

3 
who undertake knowl
edge work has grow n 
much more quickly than 
the number of production 
or transactions workers. 
Knowledge workers typi-

___ ~ __ ......I cally are paid more than 
others, so increasing their 

productivity is critical. As a result, there is broad 
interest in collaboration technologies that promise 
to improve these workers' ef ficiency and effective
ness. While the body of knowledge around the 
best use of such technologies is sti ll developing, 
a number of companies have conducted experi
ments, as we see in the rapid growth rates of 
video and Web conferencing, expected to top 20 
percent annually during the next few years. 

At one high-tech enterprise, the sa les force 
became a crucible for testing collaboration tools. 
The company's sa les model relied on ex tensive 
travel, which had led to high costs, burned-out 
employees, and difficulty in sca ling operations. 
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The leadership therefore decided to deploy 
collaboration tools (including video conferencing 
and shared electronic workspaces, which allow 
people in different locations to work with the 
same document simultaneously), and it reinforced 
the changes w ith a sharp reduction in travel 
budgets. The savings on travel were four times 
the company's technology investment. Customer 
contacts per salesperson rose by 45 percent, 
while 80 percent of the sales staff reported higher 
productivi ty and a better li festyle. 

In another instance, the US intelligence commu
nity made wikis, documents, and blogs available 
to analysts across agencies (with appropriate 
security controls, of course). The resu lt was a 
greater exchange of information within and 
among agencies and faster access to exper-
tise in the intelligence community. Engineering 
company Bechtel established a centralized, open
collaboration database of design and engineering 
information to support global projects. Engineers 
starting new ones found that the database, which 
contained up to 25 percent of the material they 
needed, lowered launch costs and sped up times 
to completion . 

Despite such successes, many companies err in the 
belief that technology by itself wi ll foster increased 
collaboration. For technology to be effective, 
organizations first need a better understanding 
of how knowledge work actually takes place. A 
good starting point is to map the informal path
ways through which information travels, how 
employees interact, and where wastefu l bottle
necks lie. 

In the longer term, collaboration wi ll be a vital 
component of what has been termed "organi
zational capital." The next leap forwa rd in the 
productivity of knowledge workers w ill come from 
interactive technologies combined w ith comple
mentary investments in process innovations and 
training . Strateg ic choices, such as whether to 
extend collaboration networks to customers and 
suppliers, will be important. 

October 2010 Volume 38 Issue 4 

The 'Internet of Things' 

----- __ "1 The adoption of RFID 
(radio-frequency iden-

4 
tification) and related 
technologies was the basis 
of a trend we first recog
nized as "expanding the 
frontiers of automation." 
But these methods are 

______ ..... rudimentary compared 
with w hat emerges when 

assets themselves become elements of an informa
tion system, w ith the ability to capture, compute, 
communicate, and collaborate around informa
tion- something that has come to be known as 
the " Internet of Things." Embedded with sensors, 
actuators, and communications ca pabi lities, such 
objects wi ll soon be able to absorb and transmit 
information on a massive sca le and, in so me cases, 
to adapt and react to changes in the envi ronment 
automatically. These "smart" assets can make 
processes more efficient, give products new capa
bilities, and spark novel business models. 

Auto insurers in Europe and the United States are 
testing these waters wi th offers to install sensors 
in customers' vehicles. The result is new pricing 
models that base charges for risk on driving 
behavior rather than on a driver's demographic 
characteristics. Luxury-auto manufacturers are 
equipping vehicles with networked sensors that 
can automatically take evasive action when acci
dents are about to happen. In medicine, sensors 
embedded in or worn by patients continuously 
report changes in health conditions to physi
cians, who can adjust treatments when necessary. 
Sensors in manufacturing lines for products as 
diverse as computer chips and pulp and paper 
take detailed readings on process conditions and 
automatically make adjustments to reduce waste, 
downtime, and costly human interventions. 

As standards for safety and interoperabili ty 
begin to emerge, some core technolog ies for the 
Internet of Things are becoming more widely 
ava ilable. The range of possible applications and 
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their business impact have yet to be fully explored, 
however. Applications that improve process and 
energy efficiency (see trend number six, "Wiring 
for a sustainable world," in Part 2 of this article) 
may be good star ting points for tr ials, since the 
number of successful installations in these areas is 
growing. For more complex applications, however, 
laboratory experiments, small-scale pilots, and 
partnerships with early technology adopters may 
be more fruitful , less risky approaches. 

Experimentation and big data 

5 
Could the enterprise 
become a full -time labora
tory? What if you could 
analyze every transaction, 
capture insights from 
every customer interac
tion, and didn't have to 
wa it for months to get 
data from the field? What 

if ... ? Data are flood ing in at rates never seen 
before- doubling every 18 months-as a result 
of greater access to customer data from public, 
proprietary, and purchased sources, as well as 
new information gathered from Web communities 
and newly deployed smart assets. These trends 
are broadly known as "big data." Technology for 
capturing and analyzing information is widely 
ava ilable at ever-lower price points. But many 
companies are taking data use to new levels, 
using IT to support rigorous, constant business 
experimentation that gu ides decisions and to test 
new product s, business models, and innovations 
in customer experience. In some cases, the new 
approaches help companies make decisions in 
real time. This trend has the potential to drive a 
radical transformation in research, innovation, and 
marketing. 

Web-based companies, such as Amazon .com, 
eBay, and Google, have been early leaders, 
testing factors that drive performance- from 
where to place buttons on a Web page to the 
sequence of content displayed- to determine 
what will increase sa les and user engagement. 
Financial institutions are active experimenters as 
well. Capital One, w hich was early to the game, 
continues to refine its methods for segmenting 
credit card customers and for tailoring products to 
individual risk profiles. According to Nigel Morri s, 
one of Capita l One's cofounders, the company's 
multifunctional teams of financial analysts, IT 
specialists, and marketers conduct more than 
65,000 tests each year, experimenting with combi
nations of market segments and new products. 
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Companies selling physica l products are also using 
big data for rigorous experimentation. The ability 
to marshal customer data has kept Tesco, for 
example, in the ranks of leading UK grocers. This 
brick-and-mortar retai ler ga thers transaction data 
on its ten million customers through a loyalty card 
program. It then uses the information to analyze 
new business opportunities- for example, how to 
crea te the most effective promotions for specific 
customer segments-and to inform decisions on 
pricing, promotions, and shelf allocation. 

The online grocer Fresh Direct shrinks reaction 
times even further: it adjusts prices and promo
tions daily or even more frequently, based on data 
feeds from on line transactions, visits by consumers 
to its web site, and customer service interactions. 
Other companies too are mining data from social 
networks in real time. Ford Motor, PepsiCo, and 
Southwest Airlines, for instance, analyze consumer 
postin gs about them on social-media sites such 
as Facebook and Twitter to gauge the immediate 
impact of their marketing campaigns and to 
understand how consumer sentiment about their 
brands is changing. 

Using experimentation and big data as essential 
components of managemen t decision making 
requires new capabilities, as well as organizationa l 
and cultura l change. Most companies are far from 
accessing all the avai lable data. Some haven't even 
mastered the technologies needed to capture 
and analyze the valuable information they ca n 
access. More commonly, they don't have the 
right talent and processes to design experiments 
and ex tract business value from big data, w hich 
require changes in the way many executives now 
make decisions: trusting instincts and experience 
over experimentation and rigorous analysis. To 
get managers at all echelons to accept the value 
of experimentation, senior leaders must buy into 
a "test and learn" mind-set and then serve as role 
models for their teams. 
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