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Welcome to the 1,382 newly Not Boring people who have joined us since last Monday! There are officially over 200,000 of us here now! 🥳 If you haven’t subscribed, join 200,244 smart, curious folks on our journey to 1 million:
🎧  Audio is back! Listen on Spotify or Apple Podcasts


Today’s Not Boring is brought to you by… Secureframe
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Easy SOC 2 compliance + AI-based RFP automation
With a streamlined workflow and expert guidance, Secureframe automates the entire compliance process, end-to-end.
What makes Secureframe different?
	Get audit-ready and achieve compliance in weeks, not months with built-in remediation guidance and 100+ integrations.

	Stay compliant with the latest regulations and requirements including ISO 27001, GDPR, HIPAA, PCI, and other standards.

	Automate responses to RFPs and security questionnaires with AI.


Trusted by hyper-growth organizations: AngelList, Ramp, Lob, Remote, and thousands of other businesses. Schedule a personalized demo of Secureframe:
SCHEDULE DEMO


Hi friends 👋, 
Happy Monday! Hope you all had a great weekend. 
It was a good one here at Not Boring HQ. I got to take Dev to his first Sixers game – he made it through the whole thing, we got a W, and the Sixers are advancing to the next round. Excitingly, there are now over 200,000 smart, curious people here. 
Thank you to all of you for making this happen — I still can’t believe that so many of you read and share what I write, and give me feedback to keep making it better. I feel very lucky that I get to do this, and I’m more energized than ever to keep upping my game to keep up. So today, we’re going to tackle something I’ve wanted to tackle for a while: an alternative to disruptive innovation and the Innovator’s Dilemma for the very many cases where they’re misapplied.
This whole post, oddly, started as an idea I had for a post called “America & the Innovator’s Dilemma” in which I was planning to shoehorn some of the challenges America faces with respect to progress and innovation – not building nuclear, pushing crypto offshore, NIMBYism, and more – into the Innovator’s Dilemma framework. 
But after thinking about it for a few minutes, I realized that I was falling into a common trap, labeling any incumbent’s difficulty of any kind with new technology of any kind “the Innovator’s Dilemma” when the facts don’t really fit. As I did more mental gymnastics, tried to figure out how to say what I wanted to say about the US of A, something struck me: 
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What’s happening at Google is part of a broader, looser phenomenon than the Innovator’s Dilemma, one that applies at a bunch of different levels: at the corporate level, where it was born, up to the national level, and down to the individual level. 
America is deeply Positioned, which makes it challenging to innovate and take risks the way it used to. That’s a subject for another post. 
People can be deeply Positioned, too. The more time you’ve spent getting good at a particular thing, the more you identify with that thing, the more Positioned you are, the better you get at that thing but the harder it is to change when the circumstances do, too. Maybe that’s for another post, as well. 
Today, we’re going to talk about why Google’s deep Positioning in search is an anchor around its neck and how it might come out of this stronger. 
Let’s get to it. 


The Unbearable Heaviness of Being Positioned
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Not every new technology is a disruptive innovation and not every challenge to an incumbent presents an Innovator’s Dilemma. 
As AI, specifically Large Language Models (LLMs), threatens to eat away at Google’s dominant search business, the people who talk about this kind of thing have reached for Professor Clayton Christensen’s familiar frameworks to explain what’s going on. 
“This is classic Innovator’s Dilemma,” they tweet. Classic. Just check out the Twitter search for “google innovator’s dilemma.” 
(Narrator: It is not.)
What people are missing in the analysis is that LLMs, and the products like ChatGPT built on top of them, aren’t a disruptive innovation – they don’t underperform on things that matter to mainstream customers and make it up by serving a small new or low-end niche well – but a superior product across nearly all dimensions. 
So Google isn’t facing the Innovator’s Dilemma; it’s just so deeply Positioned in search that it’s been a sitting duck for the first superior technology or business model strong enough to take it on. 
Positioning is the flip side of one of Hamilton Helmer’s 7 Powers, counter-positioning: “​​A newcomer adopts a new, superior business model which the incumbent does not mimic due to anticipated damage to their existing business.” As Helmer points out in the book, counter-positioning is distinct from disruptive innovation. 
Similarly, Positioning is distinct from the Innovator’s Dilemma. We can define Positioning as: “An incumbent is susceptible to a new, superior business model due to anticipated damage to their existing business.”
I think this is what people are going for when they reach for the Innovator’s Dilemma. If a company adopts a new technology or business model, it will put their very good existing business model at risk. That new technology might be a disruptive innovation, and the company might be facing the Innovator’s Dilemma – those can fit within the Counter-Positioning / Positioning framework – but that’s not necessarily the case. 
It’s hard to blame people for their confusion. This happens every time there’s an exciting new technology that threatens an established business or industry. It happens with such frequency that Christensen, the co-author of the original post on Disruptive Technologies and the book, The Innovator’s Dilemma, took to the pages of HBR to clarify some things in 2015. Along with two co-authors, he penned What Is Disruptive Innovation? because, “Despite broad dissemination, the theory’s core concepts have been widely misunderstood and its basic tenets frequently misapplied.”
[image: Illustration from the essay]

My goal today is to provide a framework – Positioning – that we can all lazily reach for any time an impressive new technology or business model threatens an established incumbent (and many more situations, from the personal to the national, besides) without tripping any technical definitions. 
To do that, we first need to go back to see what people get wrong about Clayton Christensen’s theories.
Disruptive Technologies and the Innovator’s Dilemma, By the Book
What people often get wrong about Christensen’s theories is that they mistake sustaining technologies and paradigm-shifting technologies for disruptive ones. 
Christensen was very precise with his definitions. In The Innovator’s Dilemma, he made a clear distinction between two types of new technologies: 
What all sustaining technologies have in common is that they improve the performance of established products, along the dimensions of performance that mainstream customers in major markets have historically valued.
Disruptive technologies bring to a market a very different value proposition than had been available previously. Generally, disruptive technologies underperform established products in mainstream markets. But they have other features that a few fringe (and generally new) customers value. Products based on disruptive technologies are typically cheaper, simpler, smaller, and, frequently, more convenient to use.

Well-managed incumbents are great at using sustaining technologies to make their products better in all the ways their customers are willing to pay for. The Innovator’s Dilemma occurs specifically when incumbents are faced with a disruptive technology and do two things that they’re supposed to do: 1) listen and respond to the needs of their best customers, and 2) focus investments on innovations that promise the highest returns. 
Turns out, existing customers rarely want the new, underperformant technology, and that investing in that new, underperformant technology rarely offers higher returns than investing in a sustaining technology that makes the core product better. 
So the incumbent eschews the new technology (even though they’re often the ones who developed it!), focuses on serving the high-end of the market, and ignores the low-end of the market (or a potential market that doesn’t currently exist), leaving a foothold for new entrants, who serve that low-end or new market with the disruptive technology, and then ride its improving performance up to the mainstream. 
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What Is Disruptive Innovation?
Imagine you sat down at the Black Jack table and promised yourself that you would do what the book says every hand. Every time the dealer shows a six or below, you stay. And hand after hand, you keep losing. Turns out, the deck was loaded with extra shitty, ugly, low cards, a bunch of 2s and 3s. You played by the book, and you lost it all anyway. That’s the Innovator’s Dilemma. 
“That’s why we call it the innovator’s dilemma,” Christensen wrote, “doing the right thing is the wrong thing.” 
Like I said, a lot of smart people have observed that what’s happening to Google with LLMs is a classic case of the Innovator’s Dilemma, so I don’t mean to pick on any one person in particular, but I think this tweet is instructive:
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Offensive y-axis aside, the fact that Google’s dominance in search is its vulnerability isn’t the Innovator’s Dilemma. To be fair, it’s a dilemma faced by an innovator, but it’s not The Innovator’s Dilemma™️.1 Check the footnote for a little more on why I think that, but to boil it down to one idea:
LLMs are widely recognized to be the bleeding edge of humanity’s technological capabilities. They’re not bad enough to fit Christensen’s definition of a disruptive technology. 
Sometimes, a technology emerges that is simply better than the previous ones, that pushes out the Pareto frontier. These technologies might be closer to sustaining technologies, but they don’t fit that definition perfectly, either. They’re better, but they don’t improve products “along the dimensions of performance that mainstream customers in major markets have historically valued,” because in these cases, mainstream customers didn’t even know that these dimensions of performance were available to them. “If I had asked people what they wanted, they would have said faster horses” and all. 
Often, the next big thing will start out looking like a toy, but occasionally, the next big thing will start out looking like the next big thing. When that happens, it’s not a disruptive technology, even if it “disrupts” existing businesses. 
This is the challenge Google is facing with respect to LLMs. Everyone recognizes that AI is the next big thing, but to fully embrace AI, Google might have to sacrifice the position it’s build up over decades. 
That’s not the Innovator’s Dilemma. It’s something else. 
I think the word we’re all looking for is Positioned.
Positioned
Counter-positioning is my favorite concept in business strategy. 
Hamilton Helmer, who includes counter-positioning as one of his 7 Powers, defines it as: “​​A newcomer adopts a new, superior business model which the incumbent does not mimic due to anticipated damage to their existing business.”
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In counter-positioning, the new entrant adopts a business model that the incumbent can’t copy without inflicting collateral damage on itself. Like Bill in Kill Bill after The Bride touches his chest, if the incumbent takes five steps in the new entrant’s direction, they’re dead. 
Jiu jitsu is another helpful analogy: successful counter-positioning involves leveraging an opponent’s strengths and movements against them, using technique and strategy over brute force. Startups can’t win a boxing match against an incumbent, but they have a shot in jiu jitsu.
In the book, Helmer spends as much time detailing the reasons that an incumbent fails to mimic a counter-positioned upstart as he does describing how an upstart can use counter-positioning, but he never gives the incumbent’s position a name. That unnamed state is exactly what I think most people are trying to say when they say that a company is facing the Innovator’s Dilemma, so let’s give it a name. 
To be counter-positioned against, a company needs to be Positioned. 
Based on the definition of counter-positioning, we can come up with a definition of Positioning: “An incumbent is susceptible to a new, superior business model due to anticipated damage to their existing business.”
This encapsulates some of the challenges an incumbent faces in the Innovator’s Dilemma – adopting a disruptive technology can hurt existing customer relationships and divert resources from higher ROI projects – but it’s broader. It covers situations in which an incumbent faces a new business model but not a new technology, situations in which an incumbent faces new technologies that are just better on all the important dimensions, like Uber was for incumbent taxi companies, and situations in which incumbents somehow fail to adopt even sustaining technologies. 
The more deeply positioned a company becomes, the more susceptible it becomes to being counter-positioned against when a superior new technology or business model emerges. A company doesn’t have to be actively counter-positioned against to be Positioned; becoming more Positioned just increases the potential for counter-positioning.
I want you to imagine the word “Positioned” as something that can take on weight and direction.
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Companies can be Positioned on two axes: 
	Depth: from shallow – a new startup experimenting with products and models – to deep – an incumbent with a very profitable business and an organization that has grown up around it to protect it at all costs.

	Diversity: from platform – many products or a true platform on top of which others can build, often platform companies are Positioned on skills vs. any one product – to product – the company is Positioned on one core product, even if it offers others (which are often funded by the core product).


Companies that are deeply positioned on one product are the most susceptible to counter-positioning. 
I like the way Gordon Brander describes the issue:
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Reading that, I picture a medieval army holding the high ground with comfortable tents and lavish meals, dug in, impervious to its enemy’s attacks, when out of nowhere, bombers fly in and demolish the concentrated target. 
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Being Positioned is neither inherently good or inherently bad. It’s both and either depending on the circumstances. 
In a war of position, when no sufficiently superior new business model exists with which newcomers might mount a credible counter-positioning attack, being deeply positioned on a product is the best place to be. But with that comfort comes risk. When a new business model enters the fray, the contest switches to a war of maneuver, and the more deeply Positioned a company is when the shift occurs, the less prepared it will be to fight the new war. 
Let’s look at the good and the bad through the lens of Google and LLMs. 
The Situation in a Nutshell: OpenAI vs. Google
For those who are unfamiliar with the threat that OpenAI and other LLM-based chat products pose to Google, I’ll give you the nutshell version.
Google makes the vast majority of its vast amounts of money from selling ads against the searches you make. When you search, it shows you a bunch of links, some of which show up because an advertiser paid, some of which show up because they’re the most relevant, and some of which show up because the company behind them is good at Search Engine Optimization. When you click on ad links, Google makes money. 
AI-based chat, like OpenAI’s ChatGPT, doesn’t give you links. It gives you answers. Here’s a comparison of Google search results vs. a ChatGPT answer for a question I asked recently:
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From my perspective as a user, the ChatGPT answer is more useful, although it’s not 100% reliable so it depends on how much precision I need. From Google’s perspective as a search ads business, the ChatGPT answer is terrible: there are no links! 
Regardless of my preference or Google’s, products are shifting from links to answers. Competitors are experimenting with new capabilities and new business models. A company’s willingness to take risks seems to track how Positioned a company is in search. 
Microsoft, whose Bing is a distant second most popular search engine, beat Google to market with an AI product built on OpenAI’s models, and it uses a mix of traditional search and chat, leaving room for ads. Last week, The New York Times reported that Samsung is considering switching to Bing for default search on its devices, likely because of Bing’s inclusion of AI chat. 
OpenAI, which had no business model until a few weeks ago, offers access to ChatGPT Plus for $20 a month and recently announced ChatGPT plugins, which I wrote about in Attention is All You Need. I think plugins have the potential to challenge Google even more than ChatGPT itself because they both connects to the internet for real-time results and get into the valuable commerce searches – travel, shopping, food, and more – that ChatGPT hadn’t previously touched. Users may prefer a chat that takes actions on their behalf to a page full of links they need to search through themselves.
It’s still very early in the race, but it puts Google’s search business in an uncomfortable position for the first time in 25 years, a period of near-monopoly during which the company has built tremendous advantages in search. 
During that period, being Positioned has been all upside. 
The Upside of Being Positioned
Google is deeply Positioned on one product, search.
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Being deeply Positioned can be excellent, as Gordon points out. If you’re in a war of position, like Google has been in search for over two decades, being Positioned lets you accumulate advantages and dig deeper moats over time.
For example, Google has arguably the greatest business model in the history of the world: search ads. In 2022, it generated $282.2 billion in revenue, $224.7 billion of which came from ads, $162.5 billion of which came from search ads specifically. It threw off over $60 billion in free cash flow last year alone. 
Its worldwide search market share has been practically impenetrable, ranging between 90% and 93% for the past decade, with an all-time high of 93.1% last quarter, while everyone called for its demise. 
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That market share, the fact that it sees 20-30x more searches than its closest competitors, compounds its advantage. Results get better the more people search. When people search for new things, which happens at a surprising rate, Google is best-positioned to get good at serving those edge cases faster than anyone else. By having the best product, it can build a better product. And with a better search product, it can generate more search ads revenue.
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All of that sweet, sweet cash that ads throw off allow Google to spread its tentacles throughout the internet, even into its competitors’ fortresses: it pays Apple somewhere between $15-20 billion per year to be the default search in Apple’s products. 
Using its cash, the company has made some of the best acquisitions of all time to both strengthen and leverage its ad capabilities: 
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Android puts its search front and center on three billion phones. YouTube generated $30 billion last year from ads, in part by being able to tap into Google’s ad infrastructure and relationships. DoubleClick, the second greatest acquisition of all time according to Acquired (first in the chart using updated 2022 data), allowed Google to bring its ads to the entire internet. 
Plus, it employs the people who are best in the world at search, many of whom have worked there for over a decade and are well-versed in the way Google does things. It can use its cash and world-class employee perks (massages, chefs, disregard for whether you actually work at all) to hire nearly unlimited geniuses, crown them with colorful spinny hats, and train them at the knee of the world’s greatest search experts. It can take cutting edge advances in distributed systems, quantum computing, and of course, AI, and apply them to the challenge of serving ever more relevant search results, and ever more tempting search ads. 
Google even spun up the Google Brain research team, which came up with the Transformer architecture that powers LLMs, and acquired DeepMind, which solved the protein folding problem. Last week, the company merged the rival teams in an effort to get super serious about its AI efforts.
There are many more benefits besides the ones I’ve listed, many captured in the other six of the 7 Powers: scale economies, network economies, process power, switching costs, cornered resource, and branding. That last one is easy to see in the context of Google: people don’t “search” for something, they “Google it.” All of these moats have made Google an impenetrable fortress for a quarter century. 
One of my core beliefs, though, is that everything in life is a double-edged sword. Your greatest strength is often your greatest weakness. Being deeply Positioned can be terrible when things start to change quickly, when you enter a “war of maneuver.” 
The Downside of Being Positioned
When OpenAI launched ChatGPT late last year, Google was caught predictably flat-footed. Less than a month after ChatGPT’s launch, Google CEO Sundar Pichai declared “code red.” Its search engine was, for the first time in two decades, in peril. 
How it got here is a case study in the downsides of being deeply Positioned on one product. Google engineers invented the Transformer architecture. The company built its own AI chatbot, LaMDA, that was good enough to convince at least one Google engineer, Blake Lemoine, that it was sentient. But the company held LaMDA back, concerned about the risk of releasing a product that was known to hallucinate (a risk to Google’s brand around accurate information) and undoubtedly worried about how a bot that gives answers instead of links would monetize (a risk to Google’s golden goose). Instead, OpenAI stole the spotlight with ChatGPT, and then again with plugins, a combination that threatens to bring down Google’s search monopoly. 
Even Microsoft, another incumbent, an also-ran in search with inferior AI capabilities (save its savvy partnership with OpenAI) was willing to risk its own chatbot, Sydney, saying unhinged things. How was Google so slow to react? 
The downsides of being Positioned come in many flavors and from many directions. All of the benefits we discussed above have evil (or at least lazy or risk-averse) twins. As Ben Thompson wrote in 2016 in The Curse of Culture:
As with most such things, culture is one of a company’s most powerful assets right until it isn’t: the same underlying assumptions that permit an organization to scale massively constrain the ability of that same organization to change direction. More distressingly, culture prevents organizations from even knowing they need to do so.

The biggest and most obvious downside is that Google’s search ad business is just too good to risk. 
Counter-positioning works precisely because incumbents aren’t willing to risk damaging their existing business. It stands to reason that the better that existing business is, the less willing an incumbent would be to risk it. The better your Position, the better target you are for counter-positioning. And at $225 billion, Google’s search business is as good as it gets. 
In humans (and companies are made up of humans), this idea is known as loss aversion. Introduced by Daniel Kahneman and Amos Tversky, loss aversion is a cognitive bias where people feel the pain of losing something more intensely than the pleasure of gaining something of equal value. This leads to risk-averse behavior and a preference for maintaining the status quo. Google’s position as a near-monopolist in search means it has too much to lose to risk cannibalizing itself until and unless it becomes clear someone else might eat it. 
Relatedly, Arrow’s Replacement Effect also kinda fits here, as Ashwin Varma pointed out on Twitter:
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In 1962, economist Kenneth Arrow wrote Economic Welfare and the Allocation of Resources for Invention, in which he showed that monopolists may underinvest in R&D because they are more concerned with maintaining their current market position and profits than risking the introduction of innovations that could render their existing products obsolete. 
I actually don’t think this one fits perfectly either – Google invested in R&D, it just didn’t productize the fruits of that research in a way that might put the core business at risk. 
As I highlighted in Internet Computers, Google is so deeply Positioned on search that it’s willing to make its products worse in order to get people to search more! 
Risk is at the heart of Positioning. When companies have more to lose, they tend to become more risk averse. It’s understandable, but companies need to realize that they’re taking a big risk by avoiding taking risks. Byrne Hobart and Tobias Huber explained it well in Against Safetyism, “by mitigating or suppressing visible risks, safetyism is often creating invisible or hidden risks that are far more consequential or impactful than the risks it attempts to mitigate.” The same applies to companies, and it certainly seems to apply to Google. 
In one of the more thoughtful and damning former-employee posts of all time, The maze is in the mouse (which you should read if you want to viscerally feel how heavy being Positioned can be), ex-Googler (Xoogler?) Praveen Seshadri wrote: 
While two of Google’s core values are “respect the user” and “respect the opportunity”, in practice the systems and processes are intentionally designed to “respect risk”. Risk mitigation trumps everything else. This makes sense if everything is going wonderfully and the most important thing is to avoid rocking the boat and keep sailing on the rising tide of ads revenue. In such a world, potential risk lies everywhere you look. People act accordingly:

	every line of code you change is risk, so put in a ton of processes to ensure that that every code change is perfect at avoiding risk (never mind if it is uninspiring for the user)

	anything you launch is risk, so put in a ton of reviews and approvals (literally 15+ approvals in a “launch” process that mirrors the complexity of a Nasa space launch) just to deploy each minor change to a minor product

	any non-obvious decision is risk, so avoid anything that isn’t group think and conventional wisdom

	any change from the way things used to be done is risk, so stick to how it was…


This isn’t the Innovator’s Dilemma. This is a company that is so deeply Positioned that it’s paralyzed. 
Noam Bardin, the founder and CEO of Waze, said something similar in his 2021 post, Why Did I Leave Google, Or Why Did I Stay So Long? Bardin paints a picture of a company more focused on protecting itself than serving its users. This post is worth a read too, but his conclusion makes the point succinctly: “The innovation challenges at Corp-Tech will only get worse as the risk tolerance will go down. Soon, Lawyers > Builders and the builders will need to go elsewhere to start new companies.”
Not all of this is Google’s fault, per se. As Bardin points out, the company faces a lot of regulatory heat. It has to be responsible; it has to manage risk. But with this context, it’s not surprising that seven of the eight Google researchers who co-authored Attention is All You Need have left Google to start their own companies. 
As a company deepens it Position, it builds a stronger and stronger desire to protect the core, and more and more detritus designed to do just that. It becomes risk averse. The rebels who want to build great things leave.
Even when it doesn’t intend to add policies and features and reviews and all sorts of things that slow it down, those things appear anyway, like cobwebs on an unused door. The people get better and better at doing things a certain way, and their doing-new-things muscles atrophy. Not to introduce another new concept this late in the game, but the company’s core capabilities become core rigidities.
The upshot for Google is that it has too much to lose, and that made it a sitting duck for counter-positioning. OpenAI introduced one new business model – subscription chat that gives answers – that could eat at its market share, and another – plugins – that could crush it entirely. 
Google’s challenges, the ones that allowed it to be counter-positioned against in the first place despite the fact that it developed LLMs first, are internal. OpenAI just took advantage of them. 
To whit, this is the company’s mission statement: 
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Google Mission Statement 
To the extent the company put that mission first, above all else, LLMs would have been the greatest gift possible. Another tool in the information organization, accessibility, and usefulness toolkit. But as of late, it seems that the mission has not come first. At best, it’s come second to the search ad business, as you’ll recognize after viewing the results on just a few queries. At worst, it’s further down the list, behind internal politics and employee career advancement and political correctness and comfort and a whole bunch of other things that have built up as Google has deepened its Position. 
Plus, unlike some of its rivals, most of those things have built up around one core product, because Google is deeply Positioned in search. 
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Positioned Products Versus Positioned Platforms 
Thus far, we mostly covered the depth of an incumbent’s Position. But how they’re Positioned matters a great deal too. And it’s why Google seems to be the company everyone thinks is most at risk from LLMs.
The depth axis on the positioning matrix is fairly intuitive. Roughly, the longer a company does something and the better it does that thing, the deeper its Positioning. But the other axis, the product/platform axis, is just as important for understanding how a company will respond in the face of a big technological or business model shift. 
Companies closer to the Product end of the axis are more susceptible to counter-positioning than those closer to the Platform end, because the Platforms develop capabilities more than they develop any single product. When a new technology with a new business model emerges, platform companies are more easily able to incorporate it into their capabilities than a product company. 
Microsoft is the prime example of a platform company, and not just because it added some AI to Bing. The company nearly fell victim to the last two big shifts – mobile and cloud – because of its reliance on Windows as its core product. Its recent success is instructive for Google. 
During the Ballmer era, Microsoft made a series of decisions that made it clear that, even though it had always been a “platform company,” that platform, Windows, was the product. In the face of the shift to mobile, it launched Windows Phone. It acquired another victim of the mobile shift: Nokia. Both mobile attempts were flops. As software moved to the cloud, Microsoft kept its Office suite off of iOS devices. It named its cloud services provider “Windows Azure.” 
By being so deeply Positioned on Windows, Microsoft let Microsoft flounder. Over the 14 years of Steve Ballmer’s tenure from 2000 to 2014, Microsoft’s stock price dropped 21%. 
Within the first months of Satya Nadella’s tenure, Microsoft visibly shifted its strategy. It launched Office for iPad. It renamed the cloud service from Windows Azure to Microsoft Azure. In the nine years since Nadella took the reins, it’s become the most strategically savvy of the tech giants. Thompson’s The End of Windows is a good read on Microsoft’s transformation, but one line that he includes from Nadella’s first internal strategy memo captures the point well:
More recently, we have described ourselves as a “devices and services” company. While the devices and services description was helpful in starting our transformation, we now need to hone in on our unique strategy. At our core, Microsoft is the productivity and platform company for the mobile-first and cloud-first world.

Microsoft was no longer the Windows company. It re-Positioned on being a platform company that sells enterprises productivity. 
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That’s a much more flexible position from which to maneuver through big shifts. When challengers like Zoom and Slack emerge, Microsoft can copy them and sell Teams to its enterprise clients. When new operating systems emerge, Microsoft can sell its software and services through them. When AI took off, Microsoft both partnered with the space’s leading company and was the quickest of the big tech companies to visibly inject LLM-based products into its software. 
From this position, as long as there are enterprises to buy whatever comes next, Microsoft will be able to adapt quickly to sell them productivity in whatever form it takes. As a result, Microsoft’s stock is up over 650% since Nadella took over, outperforming the Nasdaq by a very wide margin. 
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Google, on the other hand, is decidedly a product company. In one of the best pieces of tech writing I don’t know how I hadn’t read until recently (thanks Jeremy Diamond), Stevey’s Google Platform Rant, Google engineer Steve Yegge shared his strong view that Google was a product company that needed to become a platform company. He wrote (emphasis mine):
The problem is that we're a Product Company through and through. We built a successful product with broad appeal -- our search, that is -- and that wild success has biased us.

This was 12 years ago, but it rings true today.
You should really read it, but my takeaway is that, as a Product Company, deeply Positioned on search, Google believed that it could reliably predict what people want and deliver it for them, like it had with search. “You can't do that. Not really. Not reliably,” Yegge ranted. He proposed that Google needed to become a true platform company, to open itself up to the ecosystem, use tools besides ones built for Google, let others build on Google, and eat its own dogfood. 
“I'm not saying it's too late for us,” he warned, 12 years ago, “but the longer we wait, the closer we get to being Too Late.” 
Twelve years later, is it too late for Google? Is the company too deeply Positioned on search to maneuver its way into AI? 
I don’t think so, but I think it’s going to take a shift from Product to Platform. 
Organizing the World’s Information
Google is facing an existential threat, if not an Innovator’s Dilemma. Through its entire history, it’s built skills and structures that reinforce its ability to give the best links for any given search query, and to sell ads against those searches. It has become deeply, deeply positioned in search. 
Now that AI’s time has finally come and the battleground is shifting rapidly, Google’s strengths have become weaknesses. It has a lot to lose, and risks losing it all by not taking risks. To survive, it will need to cut weight, take risks, and move fast. 
Just as Microsoft under Nadella shifted from a Windows company to an enterprise productivity company, from a Product to a Platform, Google needs to return to its mission and shift from a search company to an information organization company. 
Efforts are underway in Mountain View to build AI into everything that Google does. Larry and Sergey have come back to work on AI. Google launched Bard, its somewhat weaker ChatGPT competitor. It’s put together a 160 person team to work on Project Magi, its efforts to infuse AI into its search product. 
The good news about being Positioned is that it’s actually somewhat easier to deal with than the Innovator’s Dilemma once a company acknowledges that it’s no longer in a war of position but a war of maneuver. The Innovator’s Dilemma requires companies to take a bet on external factors – whether or not there will be a market for this crappy new thing eventually – but in the case of AI, there’s no doubt about the size of the prize for the winners. The required shift is an internal one, a coming-to-grips with the fact that what got you here won’t get you there. 
Luckily, the Position that Google has built up over the past 25 years gives it a lot of the pieces required to thrive. 
Google.com is the most trafficked website in the world. When Attention is All You Need, that’s an invaluable asset. While ChatGPT and Bing have garnered the early attention, if Google moves relatively quickly, it will provide most people’s first interaction with LLM-based products.
Just as that volume gives Google the ability to provide better search results for the new things people search every day, it might also give Google’s LLMs the ability to learn more quickly. It’s a captive data source in a world in which captive data sources matter more than ever. 
As models become more multi-modal, and as video becomes a bigger part of the AI story, Google’s treasure trove of YouTube videos will be an invaluable resource. 
Despite losing the authors of the Transformer paper, Google Brain DeepMind is still one of the most formidable AI research organizations in the world. 
Through its advertising business, Google has more relationships with companies trying to sell products and services than any other company in the world. If it can shift to become a Platform – a big shift, to be sure – it has the potential to build a strong competitor to the ChatGPT plugins ecosystem while that ecosystem is still in its infancy. 
As I wrote, I believe that an Apex Aggregator that takes actions and makes purchases on its users’ behalf has the chance to become a bigger business than search. No company in the world has proven better at monetizing intent than Google has. 
Doing search well is a very hard problem, and no one does it better than Google. If it can get its juice back, it can leverage these powerful new AI capabilities to build products that organize the world’s information and make it accessible and useful, even if that sometimes means putting search ads second. 
Of course, Google has a lot of cultural baggage to shed. It may need to suffer from short-term revenue hits. It will need to learn to take big risks again. But not taking those risks is an even bigger risk: if Google isn’t willing to cannibalize itself, others will happily eat it. 
The things that got Google here as it became more deeply Positioned in search during the war of position have become weights in the war of maneuver. But they can also be weapons.


Thanks to Dan for editing! 


That’s all for today! We’ll be back in your inbox on Friday with a Weekly Dose of Optimism.
Thanks for reading, 
Packy
1In an earlier draft, I wrote pages and pages on whether or not LLMs are a disruptive technology in relation to Google. 
The best steel man I was able to make for the “LLMs are a disruptive technology” case was that while LLMs don’t fit the disruptive definition today, they actually fit the definition better before ChatGPT. If you played around with early versions of GPT-3 in Playground, for example, you would have found it lacking. It appealed to a very small set of customers who were deeply unprofitable – forcing OpenAI to spend millions of dollars on GPUs to let them play around with a toy with no clear business model. But the performance of disruptive technologies improves quickly, and at some point, their capabilities meet the mainstream customers’ demands. 
In this argument, LLMs really were a disruptive technology, their performance has just improved so quickly that we didn’t have time to have this debate before they became good enough that mainstream customers were willing to pay for it. Either way, ChatGPT is certainly not a disruptive technology; LLMs may be. 
On the other side – “LLMs are not a disruptive technology / are a sustaining technology” – I came up with a number of reasons. They didn’t really originate in the low-end or in a new market, they caught on with mainstream customers really quickly, every company is racing to incorporate them into their products, even Microsoft has moved much more quickly than Google, and it’s not like Google has picked up the pace on sustaining innovations as disrupted incumbents typically do.
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