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OPINION
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SR

How many of the top 50
Korean businesses you know
today may continue to prosper
twenty years from now? Do
business organizations like
human beings having their
natural life span? A study by
McKinsey Company attempted

1958~1964 Washington
University
BS/MBA/DBA

1966~2001 B et to answer some of these
Ayakpe|at, questions. They found that of
AR T4 ; -
500 U.S companies originally
1982~2001  ofAjo} 4 BAlE] 2%

making up the Standard &
Poor (S&P) 500 in 1957, only 74
remained in the list through
1997, and, only 12 outperformed
the S&P 500 index during this
same time period. In the 1920s
and 1930s, the life expectancy
of companies on what was then known as S & P 90 was 65
years. In 1998, the turnover rate in the S&P 500 was down
to 10%, implying an average life time on the list of only 10
years,

Therefore, they calculate that only one hundred of
so companies in the current S&P 500 will survive into
the 2020s. What can explain this somewhat frightening
future for the best of today's business? One important
reason can be seen in the evolution of industries. Take
the case of computer industry. IBM which had
dominated the mainframe computer in the 1960's and
the 1970's had missed the next generation of computer,
namely minicomputers. DEC, Data General, and Prime
who led the minicomputer industry missed the personal
computers which followed. Apple, IBM and Compaq at
the fore front of the PCs missed laptop computers.
Toshiba, Sharp, and other leaders of laptop computers
missed PDA’s, next generation of mobile computers, A
number of other industries show a similar pattern.
Maintaining a leadership position in the face of radical

1997~2001 =T 72} MBA 4%

2002~&A  edista 7 g ost
3}

2005~ @A KAIST HlA%=7 %

How to prosper in the future

and disruptive technological, environmental and even
legal changes over life cycle of the industry will be
extraordinary difficult. Another major reason for
increasingly short life span of businesses is
paradoxically due to the increasing efficiency of global
stock markets resulting from the increasing accuracy
and transparency of corporate performance data and
from the accelerating pace of merger and acquisition
(M&A). Just compare current market capitalization of
Microsoft at $297 billion with its annual sales of only
$38 billion versus General Motors s market
capitalization of only $13 billion with its annual sales of
$190 billion. In other words, the capital markets
celebrate and reward new businesses being created
while punish and eliminate obsolete old businesses. The
fundamental issue is then, most of business
organizations today are still built on the assumption of
continuity, while the reality of the competitive world is
increasingly built on the assumption of radical and
rapid change. Thus, managing businesses for status
quo, incremental improvement, and operational
efficiency alone will not be adequate to ensure its
future survival. These future survivors will have to be
different from today's successful organizations. They
will have to be masters of creative destruction, built for
changes and remade to operate like the capital market.
Who will be the survivors? Each country has a few
model enterprises. I would mention General Electric
and Johnson & Johnson in the U.S., and Samsung
Electronics in Korea..

In conclusion, those of us who study and practice
management may need to learn much more about
theories and concepts of managing for rapid and
radical changes in order to prepare better for the
successful future. KAIST may be ideally suited to lead
research and teaching in this critical and exciting
field. @
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