Chapter 7
Establishing the Need for Change
Old Practices Will Never Work Again (if they ever worked at all)
The status quo to which the US evolved no longer works and will never work again.
Dramatic worldwide societal shifts in how things work are as natural and necessary as
Earth’s orbit around the sun. But probably because of the time between major change
events, combined with innate human resistance to change, human beings have not learned
how to deal with these natural reoccurrences and seem destined to repeat failure to adapt.
The ash heap of failed civilizations is real to anyone minutely exposed to history, but it is
not the time for ours to join that ash heap unless we choose not to make the fundamental
transformation that will re-synchronize every aspect of our society with the new realities
of the world. Re-learning how to compete in a world of astute competitors is at the
foundation.
“What we did in the past will never work again” is a corollary to the need for
transformation. Reference is made again to George Ainsworth Land’s book, Grow or Die.
Theodore William Schultz is credited with the quote “grow or die” some years before he
was co-Nobel prizewinner in Economics in 1979. George Ainsworth Land authored the
book, Grow or Die: The Unifying Principle of Transformation originally published in
1973, revised and re-published in 1986 and again in 1997.
Grow or die is not only a catchy phrase so appropriate for what is happening in the world
today, but also and even more importantly, grow or die is a fundamental universal truth
and as Land’s book title states, the unifying principle of transformation. To grow or die is
one of those natural laws of creation upon which entire civilizations through every
structural aspect either advance to survive...or they die.
Among the insights we gain from Land’s work is his explanation about how species tend
to adapt their environments to themselves more than they adapt to their environments.
That discovery in itself will probably disrupt some conventional thinkers that hold to the
idea that changes in our environment are strictly a product of the environment itself,
overlooking the fact that people are part of the environment and more often than not, the
actual change agents.

Basic Operational Beliefs Must Change
US organizations are constantly going through change to respond and refine operations
for improved performance as measured in conventional financial terms, reduced cost
and/or increased revenue. For example productivity, discussed earlier, is a common
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measurement in reducing cost and increasing revenue. Increasing productivity assumes
that higher productivity reduces costs through efficiencies and therefore equals
competitive advantage. But as we saw in the earlier discussion the US consistently leads
the rest of the world in productivity improvement while it continues to lose market share
because we fail to deliver products and services that have competitive advantage. How
can this be?
US companies went through a period when work processes were designed around Total
Quality Management (TQM). In the 1980s and 1990s a form of TQM, Six-Sigma, became
popular and was adopted widely. In Six-Sigma work processes are constantly refined, for
example, to reduce cycle time and eliminate rejects. This is a purely internal focus on
process improvement that drives internally focused behaviors to improve process
efficiency, productivity and quality.
The measures for Six-Sigma are multi-leveled based on reduction of cycle time and
number of rejects, which are then translated into cost reduction and/or increased revenue
through efficiency. This all sounds good on the surface, but what if making the work
processes more efficient with fewer rejects does not produce competitive products?
In the US the assumption is that these internally focused productivity and efficiency
initiatives lower the cost of production and that is all that is needed to create competitive
advantage. That assumption would be valid if other products and services in the
marketplace were equal and remained so in all other respect needed to satisfy customer
needs. But that is an illusion.
Satisfying customer needs better than competitors is much more than reducing costs. To
achieve competitive advantage the operation that produces products and services must
address all customer needs not just cost. The function to address all customer needs,
including cost, is performed through technology-based planning and must be executed
before tuning operational efficiency through TQM, Six-Sigma or any other internally
focused initiative.
A technology strategy to achieve competitive advantage must guide work process
development, refinement and tuning for efficiency. Conventional thinking, as we have
seen, skips the technology strategy for competitive advantage leaving US producers with
efficient, well-tuned operations that do not produce competitive products.
This scenario is not uncommon. In fact, it is more often than not the case with US
companies.
It is not that productivity improvement initiatives fail to do what they are designed to do.
The problem is that they are propping up operational systems and processes that were
designed for the wrong objective and based on the wrong foundation – finance-based,
211

efficiency. This is a throwback from the period after WWII when the US in fact had no
competition. It was from there that US companies learned to skip the process for
establishing competitive advantage and simply focus on process efficiency, “by the
numbers.”
When the US and its allies transition back to technology-based planning for the purpose
of delivering products with competitive advantage, the US can apply these internally
focused productivity improvement initiatives with success in redesigned work processes
that deliver competitive advantage. Simultaneously we would make operations more
efficient and productivity improvement initiatives would be a force multiplier for
competitive advantage.
US obsession with productivity improvement combined with a dismal record in ability to
compete is but one obvious symptom of a need for change.
Results of our dismal competitiveness record show up in the nations most fundamental
economic measures. Our national debt is over seventeen trillion dollars, as of this writing.
The debt continues to accumulate to support an economy that has been unable to support
itself for decades leading to, in addition to a huge national debt, a string of losses of
entire industries. These facts, by themselves, should be compelling enough for the
rational person to conclude that there is a need for change and that change must enable
the US to effectively compete. In the section below on The Whiz Kids, additional
statistics are provided to further support the case for change.

The Heart of the Problem – Finance-based Planning
The economic-based planning system (a.k.a. finance-based planning used
interchangeably) that we cling to in the US has not worked for fifty years or more. As the
world has become more and more competitive, finance-based planning becomes less and
less effective. Yet finance-based planning has been normalized and institutionalized in
the US. Our problem is two-fold:
1. We have abandoned the foundation principles that enable societies to survive, grow
and advance by shifting from technology – to finance-based planning.
2. The continued practice of finance-based planning makes us extremely vulnerable in a
competitive world, where adversaries are skilled technology-based planners.
To set-up the next section let’s first review how we got here. Our country adopted
finance-based planning in an anomaly created by the unusual situation that existed after
WWII when the US emerged as the lone, intact world economy. We had literally no
competitors. All we had to do was build and distribute goods and services that the rest of
the world gobbled up, many times with money lent by us. In that environment of literally
no competition, our attention focused on managing the allocation of our financial
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resources for most efficient use. Managing the economy by the numbers became the
primary method of managing everything, and the financial spreadsheet became the tool
for all planning. This is where we are today.

The Whiz Kids
During the anomaly of post-WWII, The Whiz Kids made their entrance onto the scene,
became influential, occupied powerful positions and became a significant force for
change of US management systems. The Whiz Kids, just out of military service, got
initial traction at Ford Motor Company, later dispersed to run US conglomerates, became
presidents of universities and occupied high government positions. The management
methods they introduced resulted in financially oriented, economic-based planning,
managing by the numbers. With literally no world marketplace competition for the US,
the timing was perfect for a shift to their brand of management rapidly evolving into fullfledged finance-based planning.
A book by John Byrne, The Whiz Kids: The Founding Fathers of American Business and the Legacy they Left Us appears to be the most referenced record of the group. The
legacy the Whiz Kids left as portrayed in the book reinforces Socrates findings about the
cause of US decline in ability to compete. A Kurkus Associates book review published
on Amazon sums it up1:
An unsparing post-mortem on a group of organization men who played an
influential, if not always constructive, role in the postwar history of US business
and government. There were ten so-called “Whiz Kids''--youngish veterans of the
Army Air Force's Statistical Control Command who in 1946 sold Henry Ford II
on hiring them as a unit to revivify his troubled empire. While Business Week
writer Byrne (coauthor of Odyssey, 1987, John Sculley's autobiography) tracks
all parties to the original package deal, he focuses on those who flew highest or
fell by the wayside--including Charles (Tex) Thornton (founder of Litton
Industries, corporate America's first major conglomerate) and Robert McNamara
(who left the Ford Motor presidency to become secretary of defense and a
subsequently remorseful architect of US policy in Vietnam). Covered as well are
Arjay Miller (an admired dean of Stanford's B-school and, like McNamara, an expresident of Ford) and Jack Reith (a shooting star who flamed out early, dying by
his own hand at 47). With the postwar era's best and brightest now gone to
varying rewards, Byrne offers a harsh appraisal of their legacy. In particular, he
takes the Whiz Kids and their disciples to task for putting near-blind faith in the
1

Kirkus Associates Reviews, The Whiz Kids: The Founding Fathers of American
Business - and the Legacy they Left Us, Amazon.
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decisive power of numbers and arrogantly imposing severe financial constraints
on enterprises whose bottom-line results could almost certainly have been
improved by allowing fallible human beings to exercise their intuition and
creativity. An impressive and instructive look at a generation that apparently cast
a long dark shadow on the domestic landscape.
The Whiz Kids consisted of ten United States Army Air Forces veterans of World War II
assigned to Statistical Control Command. Led by their military commanding officer,
Charles B. "Tex" Thornton, the team became Ford Motor Company executives in 1946.
The most famous of them was the late Robert McNamara who went on to be President of
Ford, Secretary of Defense, and President of the World Bank.
The Whiz Kids’ approach was to quantify everything and then manage by the numbers.
Spreadsheets became more important than ever, and the natural progression of this
eventually resulted in CFOs routinely leading US business planning sessions. The focus
shifted from the natural and intuitive technology basis, to finance-based planning and
competitiveness was a non-issue. The rest is history.
The Whiz Kids were highly influential in shifting US planners and decision-makers from
managing the playing field to watching the scoreboard. A simple analogy that Sekora
frequently uses to explain the difference between technology and finance-based planning
is:
“The difference between technology-based and finance-based planning can be
described using the game of tennis. One player, American, watches the
scoreboard; the other, Japanese, plays the ball. The ball represents the
technology, and accurately maneuvering the ball is where the match is either won
or lost. The scoreboard represents profit. Which player wins the game and
actually maximizes profit?”
A review of Byrne’s book by Tim Darling, provides a view of the Whiz Kids and their
impact on our country which can be summed up in Darling’s editorial comment in
parentheses at the end of the title of the book review, The Whiz Kids: How 10 Men
Saved America (and Then Almost Destroyed It)2.
The approach these change agents from WWII, the Whiz Kids, developed ignored the
technology-based foundation that dictates the performance and status of all other
secondary factors like financial resources, marketing, HR planning, research, etc. These
factors are like the many superficial factors to which we refer in other places of the book
as dependent on what happens in the technologyspace. But the Whiz Kids made these
2

Tim Darling, The Whiz Kids: How 10 Men Saved America (and Then Almost Destroyed
It), amnesta.net, July 20, 2008.
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factors the focus, assigned numbers through complicated statistical correlations and used
the output for planning and decision – making. Today variations of this approach are still
taught in MBA schools as a form of “operations research” for business planning and
decision-making.
Once institutionalized, finance–based planning blurred the clear reality that we were
losing competitively. To deal with the facts came the illusions and excuses. Initially it
was denial, “The numbers are good so we must be winning.” This thinking led to growth
in consulting services providing more manipulation of the numbers. Quantitative analysis,
predictions and trends all based on the numbers rooted in the financials, further
reinforced the institutionalization of finance-based planning practices. But now even the
numbers representing those secondary factors are bad, so some have advanced to the next
phase of the Kubler-Ross stages of grief: anger and blame.
An article in MIT Technology Review, The Dictatorship of Data, May 31, 2013, features
Robert McNamara and his role in institutionalization of decision-making by superficial or
secondary factors. Here is an excerpt from that article3:
“Robert McNamara epitomizes the hyper-rational executive led astray by
numbers.”
“We are more susceptible than we may think to the “dictatorship of data”—that
is, to letting the data govern us in ways that may do as much harm as good. The
threat is that we will let ourselves be mindlessly bound by the output of our
analyses even when we have reasonable grounds for suspecting that something is
amiss.”
Even as we see that what we are doing is not working, we tend to plow forward blindly,
protected by numbers and the comfort of the status quo – finance-based planning and
decision-making.
The approach of the Whiz Kids was to focus on these secondary factors, which they
would quantify, manage and then measure to optimize performance as their numbers
prescribed. Apparently the theory was that by optimizing each factor would result in the
most efficient use of resources. In this approach, management consists of optimizing the
host of superficial, secondary factors to maximize the primary factor, in this case, cost
reduction and revenue production.
Keep in mind that competitiveness was not a consideration in 1946 when the trigger was
thrown that inadvertently abandoned technology-based planning for planning by the
3

Kenneth Cukier and Viktor Mayer-Schönberger, The Dictatorship of Data, MIT
Technology Review, 31 May 2013.
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numbers that morphed into economic/finance-based planning. As a result the
optimization, of a set of secondary factors became the focus for decision-making but
those secondary factors were not established from a competitive design. That would have
naturally thrown their methodology back to technology as a basis. So although the
secondary factors may have been optimized for efficient financial maneuvering, the
process would only fortuitously contribute to competitive advantage in the end item
(product or service). Without sustainment of competitive advantage, the organization
eventually fails.
Once we shifted from technology-based planning to management by the numbers in what
the Socrates team originally called, economic-based planning, we began to lose our
ability to compete almost immediately.
But because of the tremendous economic gap created by the anomaly of post-WWII
between the US and the rest of the world, our lead would be sustained for years as the
gap slowly narrowed. Veiled by deficit spending, it would be many years before the
negative implications of economic-based planning became visible to analysts. Most fail
to see the connection yet today.
As the US embraced economic-based planning, it widely adopted and permanently
institutionalized its practices, processes and systems. The US set aside technology-based
planning, the natural process civilizations practiced throughout the history of humankind.
While we rode the momentum of the WWII economic anomaly, our own economy was
slowly being destroyed at the structural level, i.e., industry, academia, capital markets and
government. In the process our ability to compete spiraled downward at an increasing
rate.
Current economic statistics on US world rankings illustrate that the problem is
cumulative and happening at an increasing rate4.
•
•
•
•
•

The US ranks 128th in the world in GDP growth rate of (1.6%).
The jobless rate is at 7.9% (officially reported at the time of the writing). However
the labor participation is lowest since the late 1970s.
Debt to equity is 101.6%.
Current Account is -3.10 percent of GDP (indicates a trade deficit).
Current Account since 1980 has averaged -2.70 percent, (an indication of long-term
inability to compete).

US planning and execution systems in every sector are ineffective, yet we continue with
the same old flawed approaches. A statistic frequently cited by consulting firms who
4

Trading Economics, 300.000 Indicators from 196 Countries,
http://www.tradingeconomics.com/, March 2013.
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claim to finally have the solution is that “studies conclude that on average 70 percent of
all strategic initiatives to improve competitiveness fail.” Credible sources have well
documented this statistic:
•
•
•
•
•

Deloitte Consulting, 2008 Competitive Preparedness Transforming Strategy Into
Results
The Standish Group, 2002 Chaos Report
University of Gothenburg, Department of Informatics and Siemens Business Services,
2008, Forecasting ERP Implementation Success – Towards a Grounded Framework
IBM, 2008, Majority of Organizational Change Projects Fail
Goldratt Research Lab, February 26, 2013, New Research - Why so many of our
change initiatives fail…

Government initiatives have historically been less successful than private sector
initiatives.
What is most bothersome about these statistics, “70 percent of all strategic initiatives
fail,” is that this statistic has not changed since at least 1995. Based on Socrates findings
in addition to what we have actually witnessed happening to America competitively over
the past several decades, the statistic, 70% failure rate, has been true much longer than
1995.
If we know that what we are doing is not solving the problem, why do we continue to do
it? The answer is that we are stuck in the finance-based planning playbook, and no matter
how we manipulate the myriad superficial factors in finance-based, market-focused
planning and decision-making, we will never solve the problem because the problem is
structural, and the solution is at the foundation level, i.e., financial/market vs. technologybased planning.
In a recent Forbes article by Steve Denning, we may find some hope that conventional
wisdom is being challenged. In the article we detect an acknowledgement that there is
something wrong with finance-based planning as practiced in the US. What the author
suggests is that not focusing on customer needs satisfaction for competitive advantage
(technology is source of all competitive advantage) has adverse implications. This lack of
customer focus for competitive advantage, according to Denning, has caused tremendous
economic destruction. The article represents a small step forward in conventional
thinking worth fostering:
Readers of this column know that short-term shareholder value, which is still
pervasive in large organizations, has a lot of accomplishments to its credit. It has
led to “bad profits” that have destroyed customer loyalty. It is responsible for
massive offshoring of manufacturing, thereby destroying major segments of the
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US economy. And it has even undermined US capacity to compete in international
markets.
Now the Financial Times reports that the short-term shareholder value theory has
a new feather in its cap: it is responsible for killing the economic recovery that
should have occurred after the financial meltdown of 2008.5
The implications of this systematic destruction of US ability to compete over the decades
have brought severe consequences:
•

•

•

•
•
•

•

The US lost approximately 42,400 factories since 2001 – and the technical edge with
it (American Prospect, Dec.21. 2009, The Plight of American Manufacturing, Richard
McCormack)
The US has lost an average of 50,000 manufacturing jobs every month since China
joined the WTO in 2001 (Forbes, February 14, 2011, Intelligence Community Fears
U.S. Manufacturing Decline, Loren Thompson)
In the last two decades, 86% of U.S. auto parts firms failed. Only 4,000 of 30,000
companies remain in business. (Manufacturing and Technology News, Aug 31, 2011,
Richard McCormack)
From 2000 to 2010 manufacturing jobs fell by 6.17 million, or 34%. (Bureau of
Economic Analysis)
From 2005 to 2010, the U.S. share of global high-tech exports dropped from 21% to
14%. (US Census Bureau)
China became the largest exporter in the world in 2009. (U.S. China Economic and
Security Review Commission Hearing, March 30, 2011, Dr. Robert E. Scott,
Economic Policy Institute)
U.S. ranks last among the top 15 manufacturing nations in the portion of its industrial
production that is exported. (Forbes, February 14, 2011, Intelligence Community
Fears U.S. Manufacturing Decline, Loren Thompson)

US national security is jeopardized:
•

•

The US manufacturing base is dangerously eroded causing current and future
economic issues and jeopardizing our national security. (Harvard Business School
Alumni Bulletin, March 2011, “The Path to Economic Revival: America Needs an
Economic Strategy to Put Innovation Back on Track”: By Roger Thompson)
From Forbes, February 14, 2011, Intelligence Community Fears U.S. Manufacturing
Decline by Loren Thompson:
• China may now have 45% of global capacity for smelting aluminum and
consumes 40% of global output.
• Lowering tax rates or telling the EPA to lighten up cannot rescue U.S.
manufacturing.

5

Steve Denning, How The World's Dumbest Idea' Killed The US Economic Recovery,
Forbes, July 29, 2013.
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•

No U.S. company on its own can hope to compete against state-subsidized
Chinese enterprises.

The demise of the US economy started decades ago. American companies, by the 1960s,
already stranded in market-focused, finance-based planning, had forgotten rudimentary
practices of technology-based planning that helped make the US the greatest economic
and military power in the world. We could see evidence of US leadership’s inability to
understand how to compete as far back as the 1960s.
A glaring example of this unfolded when US television manufacturers apparently could
not see the link between the “mature” technologies in television sets and the commercial
potential of such adjacent and nascent technologies as videotape recorders, video cameras,
blank videotape, pre-recorded videotape, stereophonic TV and miniaturization of each of
these technologies.
When America’s Ampex Corp. first introduced the video recorder, it was the size of a
small refrigerator. It was loaded with vacuum tubes and heavy electric coils. In this state,
it was impractical as a home product. “But what if they could reduce its size?” Ampex
executives asked.
Enter Japan’s Sony Corp. In what was described as a tense dance of technologies, Ampex
and Sony worked out an alliance. Sony applied its transistor technology to the VCR,
thereby shrinking the video recorder to something they could sell to general consumers.
Sony’s technology strategists were elated. Here was a logical progression of transistor
technology that Sony had originally “borrowed” from the US that had made them a world
leader. The Japanese electronics company quickly signed a joint venture agreement with
Ampex.
However, before anything would come of the joint venture, Ampex senior management,
eager to pursue business with the Pentagon, decided to abandon the commercial VCR
project with Sony. Ampex abrogated its contract and Sony sued. A US court eventually
awarded in favor of Sony, which gave them the rights to Ampex VCR technology, and
again, the rest is history. By the 1990s the VCR business was a $100 billion Japanese
dominated industry.
While Sony’s acquisition of Ampex technology was not a classic Japanese aggressive
technology maneuver, the episode demonstrates the divergent approaches to technology
development that still exists in both countries today. It is the approach of Japanese
companies that makes them appear far more visionary than American competitors. And
they are because their view is from technologyspace, which dictates results in the
marketplace. Sekora laments:
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“Foreign companies like Sony have developed an internal ‘eye’ for technology
that enables them to ‘see’ the entire technology waterfront, while American
competitors continue to view the same scene with a kind of technology tunnel
vision.” – Michael Sekora
The obvious questions that arise from the Ampex/Sony story are this: How could the
most technologically advanced nation in the world make such a blunder? How could
America, the country that between the 1940s and early 1960s invented the transistor, the
VCR, the integrated circuit and the microprocessor, simply bequeath its consumer
electronics industry to the Japanese? It is simple; we have our eye on the scoreboard
(financial spreadsheet), while our competitors watch the ball (technology, the source of
all competitive advantage).
Meanwhile today, China has geared up and is conducting a well-planned economic war
on the US that we seem unable to understand and generally do not acknowledge. And
they are winning. In addition to the problems we are experiencing in the US that naturally
come with major change, we have the structural handicap of finance-based planning
imposed on our approach to global competitiveness that will continue to drive us
downward.

US Planners are Primitive Hunters and Gatherers of Technology
Under economic-based planning with the focus on financials and the subsequent factors
that emerge in the marketplace, effective technology acquisition and innovation for
competitive advantage in the US has naturally declined. This should send another signal
for the need to change.
Our approach for acquiring technology today resembles the methods of the first hunters
and gatherers. Those primitive ancestors gathered food naturally available from bushes,
trees and killing of animals as long as those sources were visible to the hunters and
gatherers. It was haphazard and unpredictable. Many communities died off during lean
years when natural food sources were unavailable. During the Neolithic Revolution (also
called the Agriculture Revolution), when early human beings finally advanced to farming
and herding, they succeeded in harnessing and managing natural food sources. With this
advancement, humankind took a huge leap to the next higher level of societal growth.
In economic-based planning acquisition and utilization of technology enabled with
primitive tools such as open innovation sessions and social media previously discussed,
makes us little more than sophisticated hunters and gatherers resembling our earliest
ancestors. We have become rather adept in hunting and gathering useful technology
through tools like open innovation and have expanded our hunters and gathers through
social media. But when we consider the vast space in which all technology and crosspollination innovations exist, we are still only hunting and gathering and therefore
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utilizing a relatively minute parcel of this vast and rich technologyspace. And further,
through these antiquated hunting and gathering methods, we see nothing that our
competitors are doing as they adroitly maneuver in this vast technologyspace for
competitive advantage and world domination.

The Threat
China’s World Domination Plan
The greatest external threats during the 1980s were the Soviet Union militarily and Japan
economically. But even then it was clear to the Socrates team that China was on a
trajectory to become a formable competitor. The Socrates team laid out the pending and
immanently greater China threat.
The Socrates team was way out in front on China and Sekora tells of the ridicule he and
his team endured from high ranking US government officials as the Socrates team briefed
them on the findings of the building threat of China. Today the China threat is a reality
and an ongoing formal topic at all government levels and agencies.
But the China threat is more than just world economic and even military leadership.
Perhaps a greater threat is the cultural and societal influence China poses for the world.
A book authored by two journalists present a vision, among other things, of life under
Chinese domination. Professor Athar Hussain, Director of the London School of
Economics, provides a look into the work of Juan Pablo Cardenal and Heriberto Araújo
in their book, China’s Silent Army.
Frustrated by the facile, pro-business commentary of so much writing on China
and the evasions of Beijing's official pronouncements, two China-based
journalists made a drastic decision to see for themselves just how rapidly China is
spreading its influence around the world.
Many thousands of miles and twenty-five countries later, “China's Silent Army”
is the result: an unprecedented attempt to meet the many Chinese who, through
hard work, ingenuity and ruthless business practices are rapidly moving much of
the world into Beijing's orbit - from Peruvian mines to Siberian forests, Sudanese
dams to Burmese jade mines. The implications of what they are doing - politically,
ecologically and economically - are profoundly disturbing and particularly
topical in light of the Eurozone crisis and the diminishing economical presence of
the West. A disturbing and revealing piece of investigative journalism into the
unknown extent of China's global power.6

6

Athar Hussain, Lecture: China's Silent Army: The pioneers, traders, fixers and workers
who are remaking the world in Beijing's image, London School of Economics, January
30, 2013.
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China’s path to world cultural and societal domination, inadvertent or not, is highly
dependent on their success in achieving economic and military leadership. Their march to
achieve that goal is well planned and resourced.
Here is China’s technology-based world domination strategy from the 2010 U.S. – China
Economic and Security Review Commission – Report to US Congress7:
The key elements of Beijing’s grand strategy are identified as follows:
3. Focus on acquiring “comprehensive national power” that is essential to achieving the
status of a “global great power that is second to none” by 2049 (the year marking 100
years of the founding of the People’s Republic of China).
4. Gain access to (world) natural resources, energy and raw materials, capital, and
overseas markets to sustain China’s economic expansion. As an old Chinese proverb
says: “yang wei zhong yong:” “Make foreign things (technology, resources) help
China become strong.”
5. Pursue the “three Ms:” Military buildup (including naval presence along the vital sea
lanes of communications (SLOC) or maritime chokepoints, mutual security pacts,
arms sales, intelligence cooperation with like-minded states), Multilateralism and
Multi-polarity at the global level, to counter the containment of China’s regional and
global aspirations by the United States and its friends and allies.
6. Build a network of Beijing’s friends and allies through China’s “soft power:”
diplomatic charm offensive, trade, aid, and creation of economic dependencies via
closer economic integration (through Free Trade Agreements) and multilateral forums.

Waking Up America
The US just now may be beginning to wake up to the China threat, which could have
been curtailed. Clyde Prestowitz of the Washington think tank, Economic Strategy
Institute, writes in his weekly article of February 7, 20138:
“America prides itself on technological and innovation leadership and
subconsciously assumes it will always be number one because such leadership is
uniquely American.
Well, maybe America should guess again, according to a survey by KPMG
Consulting. The global questionnaire of 668 top executives worldwide concluded
that China will surpass Silicon Valley in high-tech innovation by 2016. That
means that in three years we'll be saying goodbye Google, goodbye Facebook,
goodbye Apple and hello Huawei, hello Baidu, and hello names you've never
heard of.

7

U.S.-China Economic and Security Review Commission, 2010 Report to Congress,
U.S.-China Economic and Security Review Commission, http://www.uscc.gov,
November 2010.
8
Clyde Prestowitz, Silicon China, Foreign Policy, February 7, 2013.
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Just in the past decade, the volume of Chinese investment in R&D has grown by
more than 600 percent, according to Professor of Technology and Innovation
Management at IMD in Lausanne, Switzerland, and Professor Marc Laperrouza
of the Evian Group at IMD, HEC, the University of Lausanne, and the Swiss
Federal Institute of Technology. As a result, they say, China will soon go from
being the world's biggest factory to being its biggest laboratory.
They also note that China is graduating more than 700,000 engineers annually
compared to about 60,000 in the United States. Of course, numbers like these can
be misleading.
Across Asia about 21 percent of students are earning engineering degrees. In
Europe the number is 12 percent, and in the United States it is only 4.5 percent.
This could be problematic for America's future competitiveness.
China has nearly 700 incubators that provide facilities, financing, and advice to
start-up businesses. About 70 of these are tied to key universities and form part of
the government's Torch program that is aimed at promoting high tech industries.
The incubators and other support programs also attract foreign investors. Thus
some 800 non-Chinese companies have established laboratories in China. These
include such firms as Nokia, Intel, Alcatel, and Organge. Particularly in
telecommunications, China has shown innovative capacity by developing its own
TDSCDMA standard for 3G mobile communications. Beyond this China's Tianke
1A supercomputer has broken the world record for computing power and with
massive investments in nano-technology, Beijing is aiming to surpass the United
States in this field by 2020.
So while I don't anticipate the demise of Silicon Valley, I can easily anticipate the
rise of Silicon China.”
The immediate threat China poses has been building for decades. By the late 1980s,
Project Socrates had established a very positive reputation across all government
agencies, especially within DoD. The widespread visibility and credibility of Socrates
and the team’s demonstrated capability resulted in Socrates and Sekora being in great
demand to support myriad critical projects. One such project DoD asked Sekora to
support involved a special committee formed to assess the threat of “Foreign
Manufacturing Dependency” from a national defense perspective. They asked him to
review the “technology” aspects of the report that had already been prepared.
After reading the report, Sekora took it back to his office and literally rewrote it. Again,
the committee had missed the real source of the threat while hammering on US ability to
“out spend” China in some way to offset their advantage in the manufacturing process.
Technology was an obviously misunderstood after-thought.
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Sekora’s rewrite of the report showed that US “foreign manufacturing dependency” was
not the cause but rather a symptom of not having a technology strategy for producing
superior defense equipment. Foreign dependency on the technology that underpins the
manufacturing process was the real threat.
Manufacturing is simply the process to produce products and services that are dependent
on the technology that makes up those products and services. The dependencies are
technology-based not manufacturing process based.
In the new report Sekora explained that when we control acquisition and utilization of the
world’s technologies, we have control of what, how and where to manufacture. Without
the ability to control and manage technology acquisition and utilization, the US
Department of Defense would be dependent on those who do. A major mind shift had to
take place.
When Sekora was finished, the report clearly established “technology dependency” as the
real threat and listed the consequences. He went on to provide a technology strategy that
would enable the US to protect against the threat and maintain military superiority by
having maximum control of the process for acquiring and utilizing world technologies.
The execution of the US technology strategy would reverse the dependency relationship.
Because the US would control acquisition and utilization of all national defense
technologies required for US military equipment and service production, foreign
manufacturers would now be dependent on the US for the required technology. The
ability to control the availability of required technology to produce US military products
and services enabled the US Department of Defense to also control foreign
manufacturing.
What became of the Socrates solution of the late 1980s to address US foreign
manufacturing dependency?
The Alliance for American Manufacturing’s website, May 20139, coincidently attempts
to answer the question:
“New Report Calls for Stronger U.S. Manufacturing Sector to Protect National
Security.
Urgent action is needed to reduce the U.S. military’s dangerous dependence on
foreign suppliers for the raw materials, parts, and finished products needed to
defend America, according to a new study prepared by Brigadier General John
Adams (U.S. Army, Retired).”
9
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The answer is not what we would like to hear but not surprising since shortly after the
Sekora solution was provided, Socrates was terminated and DoD went back to financebased planning.
Meanwhile China has been moving steadily forward in all areas at an increasing rate
toward its goal of global domination through superior acquisition and utilization of the
world’s technologies.
From Japan News, June 201310:
BEIJING (AP) — China has built the world’s fastest supercomputer, almost twice
as fast as the previous U.S. record holder and underlining the country’s rise as a
science and technology powerhouse.
The semiannual TOP500 official listing of the world’s fastest supercomputers
released Monday says the Tianhe-2 developed by the National University of
Defense Technology in central China’s Changsha city is capable of sustained
computing of 33.86 petaflops per second. That’s the equivalent of 33,860 trillion
calculations per second.

We Were Warned and Could Have Avoided What is Now Reality
In 1988 – 89, Debra Smith of the Commerce Department requested a briefing from
Sekora to a committee on supercomputers. The committee consisted of high-level
industry participants from, most notably, IBM, Intel and Cray. The briefing was to cover
the competitive situation in supercomputers and any threats that may exist. Sustaining the
lead in computing power was considered essential to US national security. The Chinese,
of course, felt the same about their security.
When Sekora laid out the threat exposing both Japan’s and China’s technology strategies
to build supercomputers that would eventually lead the world, the responses of our super
computer industry leaders were disappointing. The committee unanimously agreed that
there was no issue with either Japan or China. Their opinion was based on the belief that
neither Japan nor China was technologically capable of advancing in supercomputers.
The conclusion was that the old “brute force R&D” of the US would prevail and
competition was not an issue. We would simply continue to outspend them in R&D.
Shortly after Sekora’s unheeded warning and right on schedule, Japan, who had begun
acquiring supercomputer technology in early 1980s, came out with the world’s fastest
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supercomputer in 1990. Subsequently, Japan’s supercomputers have held the top spot in
speed most consistently since the 1990 release by Japan’s NEC Corporation.
But by 2010, China released the fastest supercomputer in the world. Even though it was
built with US processors (world wide technology acquisition vs. brute force R&D), it
demonstrated China’s capability. Their lead was brief, as the Japanese shortly introduced
a faster one.
In October of 2011 though, China produced a supercomputer built from Chinese
microprocessors, proving that China had world-class computer design capability.
The US has repeated this scenario of arrogance time and time again. Will we wake up in
time?
In a recent book by the CEO of Google, Eric Schmidt writes about the Chinese threat. In
a book review published in a Wall Street Journal article, February 1, 2013, Tom Gara
provides highlights of Mr. Schmidt’s book. The article entitled, Exclusive: Eric Schmidt
Unloads on China in New Book, tells Google CEO’s view of the problems if China
becomes the sole world superpower11.
The review begins with this:
Google executive chairman Eric Schmidt is brutally clear: China is the most
dangerous superpower on Earth.
On one hand this may indicate that we may be waking up, at least in some circles, and we
are hopeful that Mr. Schmidt’s realization as a credible US thought leader will inspire
others to recognize the threat and implications. On the other hand, Sekora and Team
Socrates warned of the China threat almost thirty years ago and predicted exactly what is
happening today. If this more recent wake-up call by Mr. Schmidt goes the same path as
Team Socrates’ did, nothing will happen until it may be too late. As of August 2014,
we’re still waiting for the wake-up.
Sekora provides his view:
“It’s like watching a train wreck in slow motion. Had we taken this up in the 80s
and preserved Socrates, we would not be in the situation we are in today.”
In the late 1980s Sekora was again requested to assist in another Department of
Commerce program. The Deputy Under Secretary of Commerce for Technology, Debra
Wince Smith, had called the meeting to address the “cooperation program” between
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Japanese and US aerospace manufacturers. The program was not going as well as
expected.
Sekora had already been working with US aerospace executive to help them understand
the tactics of both Japan and China in their programs to systematically acquire our critical
technology. In fact, to their credit, a few of these executives were already becoming
suspicious of some activities of our “cooperation partners.”
The conference audience consisted of senior/executive VPs of all the major U.S.
aerospace manufacturers including the largest defense contractors, Boeing, Lockheed and
General Dynamics. They were all interested in protecting our critical technology, both
military and commercial, but when Sekora presented the facts about China’s competitive
strategy and future capability this highly influential audience arrogantly waved off the
warning. Our weakness as far back as the 1980s came through in their comments: “They
don’t even have flush toilets! How are they going to overtake us?” “The barriers to entry
are way to much for China.” “This is impossible. Period.”
Many such briefings on China were conducted by Sekora during and after he left the
government and most ended angrily at the notion that China would become a superpower.
America’s conventional thinking focused on “next quarter’s numbers” was and remains
today a major challenge to our turnaround and survival.
From an Associated Press posting, May 24, 2014 China has entered the commercial
airline industry. They already build military airplanes that look and act just like ours. An
excerpt from the recent AP posting, “China's Comac set to deliver first passenger jets”
reads12:
China's state-owned aircraft maker said Wednesday it is ready to deliver the
country's first homegrown regional airliner and should complete a bigger plane
in 2018.
China created the ARJ21 project in 2002 in an attempt to break into the Westerndominated aircraft market.
China is expected to become one of the world's biggest aircraft markets over the
next two decades. Boeing Co. forecasts total demand at 5,580 planes worth a total
of $780 billion.
Comac's larger aircraft, the C919, is a single-aisle jet meant to compete with
Boeing and Airbus.

12
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The China threat is here as predicted, and we are not prepared. It appears though, that
finally we are at least talking about it. Sekora was right then and Eric Schmidt is right
now. But will it be enough?
As China joined the rest of the world and began flexing its muscle, another common
rationalization that persists today in some elite circles is that China is trending toward
democracy so don’t worry. This is just another illusion seriously concocted in an attempt
to position China as just another friendly trading partner.
Well, brace yourselves. The reality about China is unfolding very quickly and you will
not like what you see. But if you don’t believe me here is more from the Wall Street
Journal review on Mr. Schmidt’s book that reinforces the implications of China as the
dominant world power13.
China, Schmidt and Cohen write (Jared Cohen is credited as co-author), is “the
world’s most active and enthusiastic filterer of information” as well as “the most
sophisticated and prolific” hacker of foreign companies. In a world that is
becoming increasingly digital, the willingness of China’s government and state
companies to use cyber crime gives the country an economic and political edge….
China is waging an economic war using all means including cyber warfare. The key word
is, “war” and in war, the rules are different. China is fighting to dominate us and will use
any means necessary. For us to stand back, wag fingers at them and cry foul at their
tactics that we believe violate some world body’s rules is again naïve and futile. To China,
this is war, and in war are no rules. In fact when they hack into our information systems,
to them hacking is just another technology acquisition tool at which they have learned to
excel.
The Socrates team dealt with this thirty years ago in the design of Socrates. As a result
we can deal with China’s “corporate and national defense espionage” in legitimate ways.
In addition the Reagan White House legal team vetted and approved the methods built
into Socrates. Socrates preserves the spirit of free markets and what we consider “fair
play.” We have no need to compromise our principles, as Mr. Schmidt’s book may
suggest according the article, to counter what some may consider “unfair play”.
But the Chinese use of currency manipulation, totalitarian industrial policy, what some
call “state-run capitalism,” (which is actually an oxymoron) and the hacking they
blatantly exercise continues to offend us. The truth is that these blatant acts that we see in
the marketplace and is the focus of the media are peripheral compared to what is
happening underneath in the technologyspace, where the real threat takes place and the
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consequences are so dangerous. Our preoccupation with their methods and our
unwillingness to focus on the solution is another weakness that they consciously exploit.
The following is an excerpt from a Quadrigy limited distribution chart that graphically
lays out, at discussion level, Operation US Forward14. This excerpt from the chart
summarizes the China threat.
China’s Strategy Consists of Aggressive Technology Acquisition and Utilization
Maneuvers:
A coherent, orchestrated wide range of technology acquisition maneuvers:
• Inducing companies worldwide to manufacture in China with stipulation to
transfer technology
• Aggressively executing theft of technology worldwide
• Have attracted 1,200 corporate R&D centers to China
• Recruiting other countries’ top engineering and science graduates
• Graduating 807,000 engineers per year (US 29,000 engineers per year)
An aggressive coherent array of technology utilization maneuvers:
• Executing tech isolation offensives to establish beachheads in wide range of
industries
• Executing tech envelopment offensives to retard competitors’ progress in
industries
• Preparing tech encirclement offensives to block competitors from accessing
industries
But China has weaknesses that can be exploited as laid out for discussion in Operation
US Forward:
China has only highly fragmented, sparse data on worldwide technologies
compared to Socrates, and can only explore technologies via manual means
resulting in technology plans with limited agility and major blind spots, both of
which are exploitable for competitive advantage.
Centralized planning of China’s core industries ultimately limit the flexibility of
China’s industry in general and their ability to leverage partner countries’
resources causing long response times on both ends. Both China’s core industries
and their partners’ resources are exploitable for competitive advantage.
It surprises many in our country, maybe even Mr. Schmidt, to realize that, as quoted in
the article, “This (digital corporate espionage) is a difference in values as much as a
legal one.” To the Chinese, they simply believe they are being innovative. To the US
general public it is illegal and immoral even though we do it as well if not better.
14
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A step in the right direction for the US is to understand that Socrates was developed and
exists for the purpose of outmaneuvering the enemy on the battlefield of technologyspace
where all economic battles have been won or lost throughout history. Dealing with the
Chinese and countering their tactics is not hopeless, as the article seems to suggest.
Because of Socrates we do, in fact, know how to deal with the Chinese and we have the
advantage.
The Wall Street Journal article reviewing Google CEO Schmidt’s book goes on to say:
But for all the advantages China gains from its approach… Schmidt and Cohen
still seem to think its (China’s) hollow political center is unsustainable. “This mix
of active citizens armed with technological devices and tight government control
is exceptionally volatile,” they write, warning this could lead to “widespread
instability.” 15
Unfortunately Mr. Schmidt’s conclusion is not new either but more of a knee-jerk
rationalization that we have heard many times. The problem is that a statement like this
from respected thought leaders only creates a sense of false security. Throughout the
years since Socrates was created, and Sekora unleashed a new and realistic worldview,
the periodic rationalizations have taken over in an escalating fashion to put us all back to
sleep to the delight of our rival, China.
In some circles, as in the 1980s, the denial of how the world competitive landscape is
shaping up around China continues today. Recently one highly respected ex-CEO and
chairman of the board of a major corporation actually told us that he believed the
corporate CEOs of America would never allow China to take over. The realizations about
China’s emergence as a global competitive threat continue though, while US corporations
roll over.
It is not just Mr. Schmidt, but others who truly believe China will implode. Maybe so, but
let’s not rely on that while it is just possible that the reverse is happening as the US
continues to decline in ability to compete. If not China, there are others lining up to
exploit our weaknesses. And what should be of more concern is that US thought leaders
of today have nothing new to offer while their solutions only serve to eat up valuable
resources with no improvement in return.
In the meantime Quadrigy, because of the general distractions in DC and diversions of
attention from the real threats, has been forced to shift attention to other countries to
engage allies in containment of China.
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The situation is so obvious in other countries that we have even received serious inquiries
from our old nemesis of the Cold War to address China, a common problem. The old
liners leftover from the Cold War are well aware of Sekora’s Project Socrates and hold
both in high regard.
Both private and public sectors of Russia are attempting to deal with the issue of China
and are more engaged than the US. As a matter of fact, most other countries are indeed
more engaged than we are. They are generally afraid that China, as the dominant
superpower, would not be good for them or the rest of the world.
To add to their dilemma, many of our old allies see the US declining and unreliable. So
their choice is 1) to stay with a declining, tuned-out friend or 2) go with a strong
adversary with a long memory and not so pleasant methods. In our weekly video
conference with our Australian team the team lead half jokingly said, “finally US citizens
may have caught and perhaps passed Australia in being embarrassed by their
government.” Not too many years ago such statements by foreigners may have offended
us. But today it is more of a disappointment.
Southeast Asian countries are gearing up for the transition from US leadership in the
region as the US weakens and China strengthens. The Association of Southeast Asian
Nations (ASEAN), organized in 1967, is working to address the power transition from
the US to China and the implications that accompany the shift.
The original ASEAN countries were: Indonesia, Malaysia, the Philippines, Singapore and
Thailand. Since then, membership has expanded to include Brunei, Burma (Myanmar),
Cambodia, Laos, and Vietnam.
Quadrigy has been working with Malaysia for several years and has provided initial
technology-based planning education to prepare key industry and government
organizations for adoption and adaptation to technology-based planning through
automated innovation. The plan is to coordinate the ASEAN countries through the
establishment of a Technology Strategy Board at the ASEAN level enabled with
Automated Innovation System tools. The Technology Strategy Board with representation
from each ASEAN nation will develop and execute a grand technology strategy for the
region. This is essential to level the playing field with China and prevent the individual
nations from becoming colonies of China that she can exploit for her own benefit.
The establishment of a strong ASEAN is also essential for Operation US Forward, as the
US needs strong economic partners in every part of the world.
In Russia has been debate on whether to deal with China or to move away from them.
Our advice to all countries, including the US, has been that it is not an either or. The fact
is that all countries will have to deal with China but must do so from a position of
231

strength. Currently China is rapidly becoming stronger and stronger through its global
technology acquisition strategy. As China continues to tie-up the technologies of the
world their negotiating power strengthens while our influence grows weaker as we
continue to preoccupy ourselves with international law and financial shell games.
But Socrates will give the US and its allies the means to deal with China from a position
of strength in the best interest of the US and individual allied countries. Without a means
to do so though, China will dominate all dealings in favor of China at the expense of all
others.
It seems pretty obvious that a tactic of China in dealing with the US is to keep us asleep,
and they are succeeding. Look at the US today. Seeing us in this unnecessary death spiral
is sad. We are in an economic war; we are losing while we ignore the only viable solution,
a shift back to technology-based planning, automated innovation – a revolutionary leap in
economic warfare.
Setting Russia aside for the time being because of developing political issues, Quadrigy is
moving forward with Malaysia and other countries to build them into strong regional
economic powers to help contain China. Which one of our allies takes the lead does not
matter at this point. Time is running out on the US and the rest of the world. We must go
forward with those countries most engaged. At this point the US is not effectively
engaged.
Another indicator of our ineffectiveness in this economic war is the huge and growing
trade deficit with China. The near-term prospects for dealing with the trade deficit are
further dampened by our inability to get past the wasted preoccupation with China’s
cheating ways and on to an aggressive competitive response.
From a posting by Steven Capozzola, Media Director Alliance for American
Manufacturing (AAM) on 2 August 201316:
“2012 Trade Deficit with China Tops $300 billion; Shatters Record.
The annual U.S. international trade deficit in goods and services fell slightly in 2012
(due in part to a decline in petroleum imports), to $540.4 billion, from $560 billion in
2011.
The annual U.S. goods deficit with China skyrocketed from $295 billion in 2011
to an all-time record of $315 billion in 2012.
The record trade deficit with China will not disappear on its own. Congress and
the Administration must take on currency manipulation and monetary policy, as
16
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well as China's persistent cheating on its trade obligations and our own economic
policy, which still favors outsourcing over insourcing.”
A new report released this week by the Economic Policy Institute (EPI) calls for
urgent reduction in U.S. trade deficits in order to grow jobs. The study suggests
that eliminating currency manipulation by trading partners, and investing in a
series of coordinated manufacturing policies, could create between 2.2 million
and 4.7 million U.S. jobs. Reducing the trade deficit could also lead to a
manufacturing recovery, especially in industrial states like Ohio.
AAM is particularly concerned by America's mushrooming trade gap with China,
which is estimated to have claimed 2.7 million U.S. jobs between 2001-2011,
including 2.1 million manufacturing jobs.”
The greatest achievement of the 21st century could be the resurrection of the United
States of America. But at this moment, we are rapidly headed in the wrong direction and
seem to ignore any effective means for turning around. Instead we seem destined to apply
the same old economic “solution” that have been part of the problem in the first place,
only now we do it harder and faster.

The Internal Threat
The internal threat for US survival is the most dangerous and difficult of our threats.
Continuing to follow our failed systematized practices will take us down with or without
the help of China. The root of this threat is the adoption and institutionalization of
finance-based thinking, problem solving and decision-making with its retrospective view
of competitiveness from the marketplace. From this flawed foundation, we have distorted
the basic tenets of what made us the greatest country in the world. The distortion and
misuse of these fundamental tenets hastens our demise.
In the opening section of this book, A Brief Primer, we re-established definitions for
certain key concepts to understand the Socrates system. Project Socrates exposed the
structural problem of a shift from the natural planning foundation, maneuvering in the
technologyspace, to a finance-based system with a planning and decision-making view
confined to the marketplace. As basic concepts, such as strategy, technology,
competitiveness and competitive advantage for example, were applied in the
economic/financial based thought process they lost their true meanings. This distorted
application of fundamental concepts to fit a flawed thought process further reinforces a
decline that is spiraling downward on “automatic.” To illustrate how finance-based
thinking has distorted planning and decision-making in the US, Sekora relates this story:
“In a session with high-ranking executives at one of America’s corporate icons I
began the session in the usual way by establishing definition of terms. As we went
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around the room asking each participant to define competitive advantage all
responses were different and none was correct. One prominent executive said,
“Competitive advantage is having financial reserves of three times earnings.”
Another stated, “Competitive advantage is simply profit.” No one mentioned
products and satisfying customer needs. Being capable of acquiring and utilizing
technology better than competition was so far removed from the financial
indoctrination they had received over their entire lives that it never entered their
minds.”
The obvious question is if we do not know what these important concepts mean, how can
we properly employ them? The answer is that we cannot and have not for decades. As we
superficially address the unending list of key concepts in the marketplace from the wrong
foundation and still not find the magical solutions, American institutions continue to
struggle for answers while stuck in a flawed process incapable of producing the required
answers.
Present in all major change is a built-in tendency to protect the traditional thought process,
practices, tools and systems. After all, living and working in these systems is how
Americans have adapted, received training and gained reward. As the crisis of American
survival began to be acknowledged, there was first denial that we even had problems. But
then it became obvious to most that we are indeed in a downward spiral. With that finally
realized, it could no longer be denied that decades of inability to compete had taken its
toll. Then we started hearing every excuse imaginable followed by fantasies of how it
would all turn around on its own. With the unlimited variables of the marketplace, in
which our leaders have become so adept at maneuvering, they were able to provide all the
supporting statistics they needed to prove their positions. And the process continues
while everyone stays busy and we continue to decline.
Currently every institution in our country is stuck in finance-based planning. The cause of
our problems, finance-based planning, is so engrained that we are to believe it is the
natural way, and we don’t even consider changing it. Solutions for turning the country
around, which we now acknowledge to be critical, emerge from the same finance-based
market constrained thinking that led to the downward spiral in the first place. As we
implement these solutions, we will only exhaust more of our depleted resources with few,
if any, positive gains. In fact these solutions are more likely to speed the decline.
Meanwhile, universities continue to teach finance-based planning and capital markets
operate from that same mindset. Government planning starts with financial allocations
based on the view from the marketplace, which only shows in retrospect, what all the
players have already done, not what they are planning to do to us. And industry continues
to play financial shell games assuming competitive advantage will automatically result
while we literally give away industry after industry with jobs attached.
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A senior congressman’s chief of staff recently asked Sekora to review legislation being
introduced by a fellow congressman. Sekora’s input, they felt, may help the congressman
make his decision to support or not support the legislation. The legislation they are
considering, once again, addresses the economy and jobs. It serves no positive purpose to
reveal the sponsor’s name. In fact the one thing the entire congressional community
agrees on is finance-based, market-focused planning and decision-making that drives all
legislation.
The particular legislation Sekora reviewed was simply more of the same, focusing on
funding job and economic issues from the retrospective view of the marketplace. The
legislation will set up a committee, evaluate the situation (from that flawed foundation
and view), prepare a strategy and create a report. The committee will develop a strategic
plan and update it every four years.
What? Did I read this correctly? They will update the plan every four-year period? What
does anyone think our competitors are capable of doing in the technologyspace over a
four-year period?
Our leaders seem completely oblivious to the dynamics of technologyspace, where
competition takes place. In four years, we will be so far behind that we may never catch
up. Actually, along the way during the four years, we will not even know what is hitting
us. This is so far out of touch that it borders on insanity.
But what if we jumped to the 21st century (where our competitors are operating) and
could see the global competitive landscape very clearly and had the Socrates tools in
place to not only respond in real time but to preempt competitor maneuvers enabling us
to establish and manage competitive advantage indefinitely? You want a report? Simply
pull up the Technologyspace Map® at any minute, see exactly what our competitors and
partners are planning and executing, confirm what our maneuvers have achieved and
what we must do next to sustain the competitive advantage we have attained. Then record
the information, write the report, and send it off to DoD, trade negotiators, and all other
appropriate agencies for fact-based actions. After a reasonable time to have taken action,
refresh the map to see if the appropriated actions were taken. It is not complex.
Ironically this is exactly what Socrates was designed to do, and what is even more ironic
is that Socrates has already been resurrected in legislation passed in 2011 to do precisely
what we just described. However the legislation, passed and funded, sits unexecuted in
the Department of Commerce. But hold-on, there is one last irony. The legislator
sponsoring the new legislation that Sekora was asked to review was a co-sponsor of the
2011 legislation to resurrect Socrates.
What is going on? The answer is; we are in a decline on automatic pilot, thrashing about
and oblivious.
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Leaders continue to follow the same old paths that the US accepted and normalized. This
particular legislator will probably be praised for his intent and earn political currency
while nothing is in the legislation that will properly address competitiveness. The
legislation will be passed even though it is irrelevant and absent of any substance to the
rational person who takes the time to think about it and wants to do what is right. But in
Washington and across all of our institutions, this approach has become status quo and
accepted as normal. It is an exposed symptom of our internal threat.
As mentioned in another context earlier in the book, a symptom of a society in decline is
the general acceptance by its people of the unnatural and absurd. Over time, a society can
be numbed to accept the unnatural and absurd without question and then go a step further
and actually normalize it. The legislation we reviewed falls into this category as an output
of this phenomenon that permeates our declining society. This phenomenon is the threat
within that will speed the way down perhaps before our external adversaries do.
Two more examples illustrate the entrenched thought process that drives US planning,
decisions and behaviors. Even though it is obvious in each example that something is
wrong, leaders seem to be unable or unwilling to question their beliefs and approach.
Instead they continue to tweak, refine and support each other in the process founded on a
flawed foundation, finance-based planning.
In both of the following examples the concepts, scenario planning and
entrepreneurialism, are valid tools for creating competitive advantage. However because
of the flawed but normalized process, in which these tools are inserted, both are misused
and their potential value wasted. Keep in mind that these are only two examples in tens of
thousands of routine operations happening every day across all US institutions where
valuable tools are misapplied and ineffective because they have been inserted into flawed,
normalized processes. What is even more frightening in the case of the
entrepreneurialism example is that the current process and the thinking behind it are
praised, while the results are pathetically poor compared to what they should be and
would be from the proper foundation and application.
The first example is from a paper on Scenarios and Strategic Decision Making published
in the Journal of Management Policy and Practices, 201117. The paper presents the case
that scenario planning on “possible futures in which one must compete” is an important
tool for developing and executing competitive strategy.
Scenarios are a helpful exercise included in the Socrates process for developing and
executing competitive (technology) strategies. But like all other potentially useful tools,
one must understand and use scenarios in the proper context or, as typically happens in
17
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finance-based planning, these tools become the basis for strategy rather than an input for
executing it. As the writer points out, scenarios are “what ifs” in strategic decisionmaking, correctly inferring that scenarios are not to be used as the basis but rather input
for strategy refinement and execution.
Scenario planning was originally used in military strategy planning, where the objective
is clearly established and a strategy in place to secure that objective. Scenarios then were
interjected to identify the maneuvers and the supporting resources required to address all
obstacles and opportunities created in each scenario. In this way, theoretically, we have
all bases covered, assuming the analysts are experienced and insightful enough to identify
all variables in each scenario.
In Socrates, scenario planning is technology-based because technology is the source of all
competitive advantage, and maneuvering for competitive advantage is the objective on
the battlefield or marketplace. Without competitive advantage, you lose no matter what
financial or market juggling you perform. Scenario planning in Socrates then, similar to
military scenario planning, supports an established technology strategy to secure a
specific objective enabling competitive advantage. In Socrates, a technology strategy
determines with precision, the resources required to carryout each technology strategy
maneuver for competitive advantage. Each scenario is then interjected into the process
(what if) to plan the required maneuvers, which again precisely define the support
resources needed to address the variables brought forth in each scenario.
But scenario planning has been distorted in the finance-based planning process. As we
find in traditional finance-based planning the scenario itself becomes the focus of a
strategy based on cost reduction and/or revenue production and not one of acquiring
competitive advantage. But what is missed in finance-based planning is achievement of
competitive advantage. As we have discussed at length, competitive advantage is a
precondition to financial performance.
When finance drives scenario introduction into a competitive strategy, the original
objective that would otherwise achieve competitive advantage is blurred if not
completely lost. The process then, loses its focus and context to achieve an advantage, is
difficult to manage and becomes less reliable as a decision tool. Operating at this level
increases rather than decreases the risks in using an otherwise useful tool like scenario
planning.
Another example of the internal threat to America’s survival is the distortion of the very
important concept, entrepreneurialism. Many view entrepreneurs as the key to turning
the US around. We certainly see entrepreneurialism as an important tool for competitive
advantage but not the lone magical solution as some seem to believe. As important as
entrepreneurs are though in turning our country around, this concept has been so distorted
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through conventional thinking and finance-based planning that the systematic approaches
of entrepreneurialism programs today are not designed to produce entrepreneurs like
those who helped build the US into the greatest economic power ever.
Entrepreneurs like Cyrus McCormick, Henry Ford, John D. Rockefeller, and John
Browning are joined by successful modern day entrepreneurs like Steve Jobs and Bill
Gates as models of true entrepreneurialism. These very successful entrepreneurs were
naturally technology-based in their approaches, and when we think of entrepreneurs,
these are the types of business people we envision. They generally acted from an
inventors mind, mentally focused on products and services that satisfied needs. They
artfully maneuvered in the technologyspace to build and commercialize products and
services that people wanted and needed. Through successful maneuvering in the
technologyspace, even as an art form, these entrepreneurs became marketplace icons.
They built, grew and managed companies that became entire industries or changed
existing industries, created millions of jobs and took consumers to a higher living
standard. Their incremental improvements to maintain competitive advantage provided
constant growth in product capabilities and therefore satisfaction of customer needs. In
the process these true entrepreneurs made personal fortunes for themselves.
Today’s new breed of entrepreneurs has similar qualities as those we hold up as models.
But their thinking and motivation is guided by the financial and market level events on
which they are trained to focus. Their business processes are then limited, by design, to
the management of these financial and market events. They are blind to the real time
dynamics of the technologyspace where their success or failure is being determined.
From their finance-based planning and market view they only see symptoms and results
of technology maneuvers when they show up retrospectively in the marketplace. From
this distorted view of entrepreneurialism they are still enamored with or caught off guard
by things like disruptive innovation, discussed and dismissed earlier in the book.
Entrepreneurs today are formally trained and measured in such thinking. From that basis,
the process of building and commercializing products and services has been structured
and systematized, so that competitive advantage and satisfaction of customer needs are
more coincidental than the objective.
The risks in both eras, past and present, have always been high for entrepreneurs, but
today’s entrepreneurs have less control over their ability to achieve and sustain
competitive advantage because their focus is on financial manipulation while at the
mercy and whims of the marketplace where they dwell. But, unacknowledged by today’s
new entrepreneurial breed, everything that happens in the marketplace is a product or
symptom of competitive maneuvers conducted in the technologyspace to which these
entrepreneurs have no access.
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It is true that various motives have driven entrepreneurs throughout history. Not all were
like those who built the country. There have always been entrepreneurs looking for quick
in and out and fast ROI turnaround. But some things are certain; those who have
succeeded, regardless of motive, have been technology-based, have created competitive
advantage and have satisfied customer needs.
Today entrepreneurialism has become even more of a process for quick turnaround, in
and out for maximum ROI. That thinking does not fit our image of the great
entrepreneurs who built the country. But given the motives, whatever they happen to be,
the entrepreneurialism we teach and follow today is distorted by finance-based thinking
and must be significantly improved by removing the source of its distortion.
Today universities and business incubators take prospective entrepreneurs through a stepby-step process to build and then quickly exit the business. The sponsors of these
“entrepreneurial training institutions” take on little or no risk but share handsomely in the
financials generated along the way by investors and eventually in selling the business
and/or technology.
The Rice University, Houston, Texas annual Entrepreneurship Workshop is typical18.
Workshops of this nature, sponsored by universities across the US, are well intended but
ineffective at creating and sustaining competitive advantage for growth and durability. In
their current form the value of these entrepreneurial training operation, in turning the
country around, is miniscule even though thought leaders generally support the brand of
entrepreneurialism taught.
Without the ability to create and maintain competitive advantage, the businesses that
result from these workshops and incubators are nothing more than financial instruments
to be milked, marketed and traded for short-term financial gain. The term used frequently
for this modern day systematically guided entrepreneurial model is “pump and dump.”
Start-ups are pumped up with more financial and marketing hype than business substance
with the objective of exiting quickly at a value that exceeds investment, a.k.a., dumping.
Here is the agenda for the Rice Entrepreneurial Workshop, as published on their
website19:
This workshop provides a process for starting a business that enhances the chances
for success. The process includes four stages through which an entrepreneur should
proceed in order to start and operate a business. These processes include: 1)
opportunity, 2) launch, 3) growth, and 4) harvest. Each stage includes a number of
activities that must be completed.
18

The Rice Alliance for Technology and Entrepreneurship, 2013 Rice Entrepreneurship
Workshop, Rice Alliance Digest Newsletter, September 2013.
19
Ibid 78
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7. Opportunity stage activities include:
• Determining some ideas
• Selecting an idea to pursue
• Consideration of the type of business
8. Â Launch stage activities include:
• Attracting stakeholders and resources
• Completing business planning activities
• Determining legal form for the organization
• Consideration of tax issues
• Finding ways to finance the company
9. Â Growth stage activities include:
• Managing the growth of the company so it proceeds at an appropriate
profitable pace
10. Harvest (exit) stage activities include:
• Selling the company
• Going public
• Using the “entity” as a cash cow
• Avoiding liquidation or bankruptcy
No one will deny that on the surface most of the items on the agenda are important to
running a business, but viability of the business and the determinant for achieving each of
the agenda items requires a technology/competitive strategy. An effective
technology/competitive strategy can only be developed and successfully executed from
the technologyspace which these operations cannot access. Technology strategy, as
developed and executed in the technologyspace, is not covered in the agenda because
their process is traditional finance-based, and the sponsors are not informed in
technology-based planning concepts and tools.
Instead, from end-to-end, these entrepreneurial training workshops are financial driven
strategies, designed for pump and dump, i.e., the end stage of the process, which is
apparently their definition of success, is “Harvest.”
Their objective is not sustained competitive advantage that develops into an entire
industry creating millions of jobs and in the process unlimited financial payoff but rather
to build an attractive shell and dump it (Harvest) it quickly for a relatively small ROI.
Again the content of these sessions are ill founded and, at best, out of sequence. There
does not even appear to be an agenda item that can build a competitive strategy from the
technologyspace. However, if we could plan and execute this popular systematic
approach illustrated in the Rice example, but do it based on a technology/competitive
strategy that shifts the entire planning process from conventional financial and market
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focus, it may work. In the process, we would systematically produce and sustain a higher
percentage of viable and durable businesses of substance. In its current format though,
business success rates are already proven to be low with little if any contribution to
America’s economic and job creation problems.
Even the criterion used for selection of start-ups for acceptance into incubators is based
on the prospect of the quick turnaround of the pumping and dumping process. Y
Combinator is a Silicon Valley incubator considered the industry’s premier operation of
its type. Their goal, as posted on their website states:
At Y Combinator, our goal is to get you through the first phase. This usually
means: get you to the point where you've built something impressive enough to
raise money on a larger scale. Then we introduce you to later stage investors—or
occasionally even acquirers.
Incubators, in the popular business model similar to Y Combinator, are not producing
entrepreneurs who understand either the art or science of technology-based planning. As
a result, these entrepreneurial programs will not produce businesses or jobs that will
endure and impact the country’s economic issues. Patriots or not, no ones business will
succeed if our country does not survive and advance. Venture capitalists and incubator
businesses are as vulnerable, if not more so, as all other US finance-based businesses.
Conceptually, incubators could be helpful in restoring US competitiveness but in their
current form as modeled by Y Combinator, they are merely extensions of the failed
thinking behind finance-based planning. As a result, entrepreneurialism in America has
been distorted. Entrepreneurs trained in the university-sponsored programs such as the
Rice example as well as those certified in incubators like Y Combinator are adding to the
normalization of solutions that do not work. They are part of the problem, certainly not
the solution.
In addition, investors and sponsors of these programs are not realizing nearly the return
they would if these programs had access to Socrates system and tools. Here is an excerpt
from an article about the viability of start-up incubators and Y Combinator specifically.
The article is titled, DEAR ENTREPRENEURS: Here's How Bad Your Odds Of Success
Are20.
Everyone knows that starting companies — and investing in startups — is a risky
way to earn a living. But few people appreciate just how risky it is.

20

Henry Blodget, DEAR ENTREPRENEURS: Here's How Bad Your Odds Of Success
Are, Business Insider, 28 May, 2013.
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Graham (Paul Graham is founder of Y Combinator) says that 37 of the 511
companies that have gone through the Y Combinator program over the past 5
years have either sold for, or are now worth, more than $40 million.
Most entrepreneurs would probably view creating a company worth more than
$40 million as a success (unless the company raised more capital than that). And,
on its face, the "37 companies" number seems relatively impressive.
In fact, however, the number tells a scary and depressing story.
This number suggests that a startling 93% of the companies that get accepted by
Y Combinator eventually fail.
Assuming a company hasn't raised much capital, a sale between $5 million and
$40 million could be considered a success. But a high percentage of Y
Combinator companies likely end up being worth zero. And for companies that
are hand-picked by very smart investors, the 93%-below-$40 million rate is still
surprisingly low.
But in case any entrepreneur or angel investor is deluding themselves into
thinking that startups are an easy way to cash in, they might want to think again.
Our finance-based market constrained teachings set up even more distortion in the way
we treat entrepreneurialism today. A fundamental problem in the way we think and
approach the world marketplace, as taught and practiced in university and incubator
programs, is a predisposition to the “supply” side while mostly ignoring the “demand”
side. To avoid confusion with the traditional economic reference to supply and demand,
as used in economic models, here is an explanation.
As we have pointed out, economic/finance-based planning is market focused. Both
supply and demand in traditional economic models are expressed in terms of “money
flow” as studied and analyzed in the marketplace. In technology-based planning though,
supply and demand are determined by and expressed in terms of technology flow across
the technologyspace.
The incubator certification process and university programs both teach and guide
entrepreneurs through a finance-based, market-oriented approach heavily weighted, if not
completely weighted, on the supply side.
For example, incubators as well as the university programs see technology and the
subsequent businesses produced as based on technology from what is available in the
marketplace (supply) not what is needed (demand) for competitive advantage. These
finance-based entrepreneurial ventures begin with a technology bias of what is available
(supplied) in the marketplace. What is coming out of the garages (supply), so to speak, is
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the pool they believe they have to work with, educate, develop and exploit for return on
investment. What these programs have attempted to do is to systematize the process from
garage to business, make a lucrative business service out of the systematized process
itself, and then incent their customers (aspiring entrepreneur students/clients) with quick
turnaround and exit (Harvest).
This is the “marketplace focus” at work that goes with finance-based planning. Working
from this perspective limits entrepreneurs and investors, placing them at the mercy of
what may emerge from the marketplace (university/incubator programs in this case), as
the only path to reach their end-point ROI. It is, simply put, a crapshoot with no control
and historically documented, poor results. Further the key element for all involved;
achieving competitive advantage, when done from this supply side approach is more
coincidental than a result of planned, systematic maneuvers to satisfy demonstrated
demand.
From a national security perspective, many continue to believe in this wait and hope
supply-oriented process. Those who faithfully hang onto this belief are confidently
awaiting the next major breakthrough to come from some inventor’s garage that will save
our country. This is extremely unlikely for several reasons of which the most compelling
is based on our country’s experience in breakthrough initiatives. Even when we are first
with a major breakthrough, any advantage is quickly dashed as foreign technology-based
competitors consistently outmaneuver us in the technologyspace. As discussed earlier, we
win the footrace to the next breakthrough but lose in the marketplace for economic
growth, job creation and individual ROI. Eventually we lose the entire industry and
become only the consumers of products and services from foreign producers. But the
purveyors of these entrepreneurial programs remain in business under the illusion that
they are effectively addressing America’s need for entrepreneurs.
Approaching entrepreneurialism from the demand side focuses on what is required
(demanded) to achieve and sustain competitive advantage as opposed to only what is
available (supplied) from the marketplace. Operating from the demand side, planners are
never at the mercy of only what surfaces from the marketplace. Instead these future
entrepreneurs and their investors are operating from a position of control and higher
degree of certainty through the selection and management of that which is most
demanded/required.
Enabled with Socrates technology-based planning tools, planning from the demand side
provides exactly what is required or demanded in each step of each venture. From the
Socrates technology-based planning approach, it is technology acquisition and utilization
that satisfies the demand. The requirement to satisfy the demand points to the technology
needed and resultant products that customers are already awaiting.
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This approach allows planners to pursue the niche or an entire industry that is most likely
to succeed because it has a compelling need to be satisfied. In this process entrepreneurs
can focus on achieving and sustaining competitive advantage by maneuvering across the
technologyspace through clearly defined paths without bias. The view is at any scale, e.g.,
product, industry, region or nation. By knowing what is required for competitive
advantage planners then look at the full range of all technologies (provided by Socrates)
to satisfy those requirements. In this way, they know exactly how to establish competitive
advantage against each specific competitor and which customer needs are satisfied in the
process.
Success is whatever the entrepreneur defines as success based on personal motives. In the
case of US survival, success is restoring competitiveness across all institutions. This
success will enable us to take back lost industries, create new industries and grow jobs.
We cannot simply wait and hope for some magical breakthrough to emerge from
someone’s garage to revive our country.
Remember, technology is the source of all competitive advantage to satisfy customer
needs. The Technologyspace Map® lays out and tracks everything planners must do to
outcompete all rivals. The demand approach determines what entrepreneurs need to know,
what they must do and how to acquire what they need to succeed. Laying out this process
forms the content of incubator demand-centered certification and university
entrepreneurial teaching programs.
We should not abandon the supply side perspective but should shift the process from
financial, market-focused to technology-based planning for these “suppliers” of
technology. The technology-based supply side approach will continue to serve, expand
and enhance the “garage start-ups” so important to Americas uniqueness in fostering
innovation, furthering free-market opportunities and speeding up the process many times
over.
Grounded in the Socrates process, supply or demand side entrepreneurs can immediately
see the total range of competitors, what capabilities each has relative to satisfying
customer needs as compared to their own capabilities. A report can be generated and
presented to investors or potential investors at any point. As the process continues,
entrepreneurs can see where in the world the technologies are located and how to acquire
them. From there, they can develop a precise technology strategy (competitive strategy)
to acquire and utilize technologies for competitive advantage in the marketplace while
they also disrupt their competitors’ strategies. They will see all competitive offensive
and/or defensive maneuvers developing well in advance of execution, use the information
to outmaneuver competition and provide this information to potential investors in the
process.
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With the combination supply and demand approach Socrates covers all bases. In the
demand approach, entrepreneurs have the opportunity to select, from the beginning, the
opportunity with the utmost likelihood of success. They are enabled with tools to achieve
and sustain competitive advantage, and resulting businesses are durable while investors
increase “hit rates” and maximize ROI.
The shift to technology-based planning will increase the success rate of start-ups, build
successful entrepreneurs, significantly reduce investment risk and build viable businesses
with long duration. But until this shift is achieved, the huge internal threat illustrated
through these examples remains one of our greatest adversaries.

Are We Prepared for the Economic War Already Underway?
If we must have a war, an economic war is preferable. But whether the war remains
economic or escalates to a military war, a strong economy is absolutely essential to
survive. There are indications, like Mr. Schmidt’s article, that at least a few potential
thought leaders acknowledge we are in an economic war.
Societies throughout history have had to prepare for war by maintaining trained armies,
collecting intelligence, building inventories of weaponry, planning strategies and
continuously conducting exercises. We have historically remained prepared for hot wars
relative to our adversaries, but what are we doing to prepare and maintain readiness for
economic war?
We seem to have an illusion that we are indeed prepared for economic war. But we are
not prepared for the economic war we are already in and losing.
Socrates was designed exactly for this undertaking. The Cold War with the Soviet Union
was purposely turned into an economic war, which we handily won but then abandoned
our ability to win future economic wars by abolishing Project Socrates. On one hand, we
must severely disrupt convention thinking. On the other, conventional thinking is so
engrained that its sometimes absurd practices and results have been normalized and
widely accepted without question.
Entrepreneurialism is but one example of how important tools for US survival have been
distorted. The distortion comes in the form of inaccurate redefinition and then
normalization to address short-term financial objective. As a result these otherwise
important tools are executed counter-productively all but destroying their intended value.
The institutionalization of these distortions has resulted in US decline placed on
automatic pilot. This distortion of societal, economic and political processes and then the
institutionalization of these distortions is our greatest threat to survival and the threat is
internal.
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