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Co-creative Commerce

Plug-n-Partnering™ through “Web Services”

is enabling the shift from
the FROWN to the SMILE 

by

Arun Gairola and Charles Savage

Discovering the Four Cs of Commerce

There has always been trade.  It has just taken different forms in different eras: the barter-economy shifted to mercantilism and on to our modern commerce.  Recently an “e” has appeared before the word: e-Commerce, the new form of commerce that would change everything.  The “clicks” were taking over from the “bricks,” that is until the bricks added their own clicks. 

Now some say that instead of e-Commerce, we need to think of c-Commerce, or collaborative commerce.  Even though the word “collaboration” suffered because of our experiences in the Second World War, it has experienced, over the last ten years, a rebirth of importance and in a positive way.  Why collaboration?  The Internet is making it possible for companies to off-load their non-core services, and instead to start to work in collaborative clusters of companies, virtual enterprises or even eMarkets.  

True, a massive wave of skepticism has engulfed much of the world economy, what with the popping of the dot-com bubble.  The little “e” is now suspect.  The hype catapulted us into the outer space of unrealistic valuations, and now we are back to reality. We can never overcome the presence of gravity, or in economic terms the need for a fair profit. As we regain our composure, we are likely to realize that in spite of the hard times, we are on the threshold of a new era in commerce that will certainly be more collaborative.  But this alone is not enough.    

Disruptive technologies have profoundly changed the course of history and the balance of commerce.  The wheel, the stirrup and the steam engine are obvious examples.  They brought together knowledge from different disciplines and opened up new vistas. Certainly they do not change things over night, because long after a new “disruptive technology” has established itself, people continue doing things in the old ways.   Even though our most recent disruptive technologies, the Internet and World Wide Web, have brought new possibilities, and even though we talk about the shift to the “knowledge economy,” our laws, our language, our behavior, our organizations and our attitudes are still hopelessly anchored in Industrial Era ways of thinking and organizing.

The truly smart companies, the ones that want to build for sustainable growth will realize there are four elements to economic success in the future (see Figure 1).

· Connectivity - Internet and Web Services

· Content - Core-competencies, i.e. what we know
· Context - Plug-n-Partnering: Applications-to-Applications for profitable B2B
· Co-creativity - Seizing new business opportunities
Waterways, canals, the telephone and fax have all enhanced connectivity in their time.  Recently, the Internet and World Wide Web have given us a taste of a new type of connectivity, but it is only with the rapid development of the XML (eXtensible Markup Language) based “Web Services” that we can truly experience B2B commerce.  Now we are gaining “connectivity-that-counts,” and we will be able to easily and rapidly daisy chain our individual core-competencies into clusters that indeed can contribute to solid profits.

The content of our companies is really our core-competencies, something that C.K. Prahalad and Gary Hamil have awakened us to. We can let go of our non-core-competencies, choosing instead to work with other companies that have as their core the complementary competencies we need, thanks to Web Services.  

The new context is now shaped less by Michael Porter’s model of strategic planning and management, but more by the new business opportunities seeded between our customers and their customers.  Our ability to plug-n-partner or network our unique core-competencies with other’s core-competencies will give us the ability to help our customers successfully fulfill their own customers’ aspirations.

We cannot hope to rapidly seize these opportunities unless we learn to value the competencies of one another’s companies (content), connect quickly and easily using Web Services (connectivity) and leverage one another’s special talents within the (context) of new business opportunities.  This takes a special ability to see and value talent among and between companies so we can actively co-create new combinations of competencies to seize new opportunities. We see this happening in the automobile and aerospace industries where the prime companies work in cross-organizational teams with both suppliers and customers. For example, Boeing involved United Airlines mechanics and the engine makes in their design of the 777.  Innovation now happens as much between companies as within companies. And our entrepreneurial talents are even more in demand.  These are at the core of co-creative commerce, or co-commerce.
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The Four “Cs”
Figure 1

The wonderful irony of this breakthrough combination of four “Cs” is that people, as individuals and within teams, become much more important than they ever were.  True, some are talking about automating interactions between companies over the Internet, and others are suggesting that automated agents can find, schedule and conclude agreements on our behalf.  Certainly, some of this will happen.  Ever since Aristotle envisioned the “self-weaving loom,” we have wanted to put our business on automatic pilot.

Yet, the future belongs to the creative people who can listen and listen carefully and actively, who can value others and value deeply, and who can see the business significance of new combinations of talent. This takes openness to one another; it takes quality dialoguing, and a culture that thrives on discovering the unexpected. 

Today, most top executives spend 80 % of their psychic energy internally within the four walls of their own companies.  In the future, they will likely spend 60% working with other companies to create cross-company competencies to seize and deliver on profitable new business opportunities.  As executives learn new dialogue skills between companies, Executive SummittingTM will become as important as the round of golf for enhancing deal making between companies.

The truly exciting thing is that in this new way of working, we can get even more value out of existing investments in plant, equipment and IT systems, as well as from our own professionals.  The “close-in-valuation” of talents and competencies between companies done by executives in dialogue with one another is much different than what a market analyst might guess to be the value of the company from afar.  For example, the executives of FujiFilm realize in their discussions with music industry colleagues, that they can build MP3 capabilities into their digital cameras. 

However, the Industrial Era has taught us, and taught us well, to always look for the weaknesses in the other person and the other company.  After all, we have all grown up in a competitive situation, where things and positions are scarce.  Therefore, we have supposed we live in a “win-lose” environment.  Yet, ideas, thoughts, insights, and feelings are not scarce, and our ability to value the uniqueness of one another, and one another’s companies can lead to a “win-win” situation, especially when we have the ability to envision and co-create new business opportunities together.  In deed, an openness to envisioning the future together works best with less skepticism and hubris than is sometimes displayed.   
Now companies can be innovative together in clusters.  Entrepreneurship and innovation are no longer something of just one company, but it can involve two or twenty companies.  Together companies can co-create whole new ranges of business opportunities. Co-Commerce, or co-creative commerce brings out the best in us, as we do not just solve problems, but make new things happen together, just as it did in the FujiFilm example above.

But wait a minute.  To really do business, we need to be able to easily connect applications between companies.  This has not always been easy, because companies have different systems, databases, programming languages and cultures.  Our solutions have almost always been point-to-point, or we have had to use a fairly strict syntax, like EDI (electronic data interchange). Luckily, there are new developments that will enable most companies to connect with one another relatively easily.

Certainly a handful of brilliant individuals, as well as a number of associations and agencies have worked hard to find ways to bridge these gaps.  Thanks to their efforts, Now for the first time not only the biggest firms can connect between themselves, but well over 96% of the rest of the firms can enter the game. .  Until now they have had to fend on their own with the telephone, fax, email and post.

Internet I, II and III

The Internet has given the impression that everyone is reachable.  Internet I simply provided connectivity for email and FTP transfers beginning in the 1980s as TCP/IP became a standard for ARPANET, the foundation of the Internet.  Internet II was ushered in with the World Wide Web in the early 1990s using browser and presentation graphics based on HTML (Hyper Text Markup Language).  It gave us the illusion that it was possible to do all things, connect, present and transact commerce.  Certainly we were able to do some things in a limited way, much more limited that we understood. Honestly, it is not surprising that the dot-com bubble popped.  The hype was way ahead of the technology and reality. 

HTML, the basis of the World Wide Web, is excellent for presentations.  It is like a modern color fax machine, but it has not been possible to directly connect applications between companies using HTML. It is a notation system that tells a browser how to display the information, but it does not tell it what the information really means.  

Already back in 1996 the creator of the WWW, Tim Berners-Lee and others, understood HTML was too limited.  They set in motion an effort to develop a more robust way of describing things over the Internet.  By 1998 XML (eXtensible Markup Language) was approved as a standard.  It made it possible to identify the significance of the item.  With this development, we can now use the exiting Internet infrastructure to send meaningful data between applications within one company or between companies or to invoke one another’s applications.  This simple shift is opening up a vast new horizon of new business possibilities, hence the notion of co-Commerce, co-creative commerce. XML is being complemented by developments in Java based technologies, along with a whole host of other collaborative technologies for document management, groupware and eLearning.

Already many vertical industry groups are working on the extensions in XML, unique to their own worlds.  Insurance, health care, automotive, aerospace and the list go on.  The UN/CEFACT (Center for Facilitation of procedures and practices for Administration, Commerce and Transport) and OASIS (Organization for the Advancement of Structured Information Standards) are bringing their considerable experience in EDIFACT (Electronic Data Interchange for Administration, Commerce and Trade) and SGML (Structured Generalized Markup Language) to the XML world.  They together with the W3C (World Wide Web Consortium) are three of the most important players in this new world.  Technology vendors like Bowstreet, Cape Clear, Grand Central, HP, IBM, IONA, Microsoft, Oracle, Orchestra Networks, Shinka Technologies, SilverStream, Software AG, webMethods and many others are redirecting their offerings towards the use of XML and Web Services. This is only a beginning list, it would grow much longer were we to include other complementary services in collaborative technologies, knowledge management and eLearning.

These developments are causing a rethinking of ways companies are implementing their internal software applications.  First, if they off-load some of their non-core-competencies then they have less to computerize.  Second, Web Services, because of its design and philosophy, will make it easier for external companies to connect with the existing applications in a company, hence increasing the value of these investments. Instead of integrating everything internally, the wise companies will make it easier for others in their operating cluster to tap into their applications to share design drawings, order projections or service contracts. We are beginning to see travel agencies, insurance companies and airlines take these steps.

Yet, there is always a lag between the time something is developed and when it becomes readily available.  It will likely be 2002 when the business press really picks up on the profound significance of “Web Service,” the concrete application of application-to-application (A2A) communication over the Internet using XML based technologies. In fact, we are quickly discovering that A2A finally makes B2B profitable.

Simply put, Web Services is fast making it possible for companies to enroll in public or private registries, to announce their services and competencies, and to list the applications they are making available to others.  Companies can then find one another, and after appropriate agreements have been reached, they can tap into and access one another’s programs and databases, with authenticated permission, of course.  This may involve credit reporting, logistics support, design competencies, and/or manufacturing options. Indeed, Internet III is ushering in the era of co-creative commerce based on Web Services.
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Evolution of Web Services and Co-creative Commerce

Figure 2

With a secure and well-authenticated mode of partnering between companies, we will be able to bring “economics” back into web-based commerce.  In the first two phases of the Internet, traditional transaction payments were thrown into utter confusion. The venture capitalists accepted site hits and other proxies, instead of insisting on the real thing.  Now, with the Web Services approach, it will be possible to develop and enhance micro-payment schemes that bring economic order back to the business table. Moreover, governments will have a concrete audit trail of transactions, so taxing transactions (fear the term!) will again become acceptable and expected.    

Given these developments, how do we as CEOs and senior executives respond? 

Your dilemma as CEO: New Paradigms vs. Old Habits

Suppose you are the CEO of a well-known manufacturing and service company.  You also realize your organization has hit the organizational wall, given all the silos, the petty fiefdoms and endless politics that sap your company’s strength.  

You are determined to fundamentally redefine the way your company works.  You remember once hearing a presentation from Johnson and Johnson about innovation. The three characteristics approaches haunt you:

1. Technological innovation for continuous improvement

2. Business innovative breakthroughs to alter markets and  influence competition

3. Market innovation powerful enough to create new markets and businesses
To survive, you know your organization needs to do all three, especially the latter two.  Your organization must be more open, reflective and responsive to market changes.  It has to listen better to the visions and aspirations of individual suppliers, customers and even your customers’ customers.  It needs to build upon, instead of undercut, the talents of your employees, professionals and managers.  It needs to learn faster as an organization and better leverage the available knowledge both within your company and with other companies.  

You and your colleagues have carefully studied the way your markets have redefined themselves due to political, economic and social forces, including globalization, deregulation, and environmental considerations.  You have started to identify key leverage points in the new business ecology.  

In addition, instead of a traditional hierarchical chart, you present a graphic that suggests the possibility of dynamic interaction among and between all departments, both internally and externally.  You picture it not in the traditional hierarchical manner, but as a circular wheel with customers and their customers in the center.  After all, everyone is there to serve your customers and their customers. Here is one example of such an approach developed by the Heidelberger Druckmachinen AG: (Graphic and the source URL will be included in the final draft.)

You want to eliminate the “dividing terms” like “units, divisions and areas.”  In their place you suggest teaming and networking terms like: Teams (Design Teams, Production Teams, Capture Teams), Centers (Marketing Centers, Solution Centers, Competence Centers) and Networks (Innovation Networks, Customer Care Networks, etc.).  Heidelberger is in this process right now.

Too often there is so much noise in the organization as people fight over who gets credit for what sale, that they do not hear the weak but important signals from the market, from suppliers, from customers and from competitors.  

Then you notice your key people quickly translate the new graphic into the old structure and ways of working.  They do not get it.  They fight over who controls what.  The race is on.  What do you do?

It does not really help to fire the resisters.  Instead, you develop a business case that shows it is absolutely necessary to have speed:  translate “agility” and “flexibility.”

Yet, as you put your PowerPoint slides together to present this message, you know the slides will be met with the usual reverence for the CEO, but under the surface the skeptical grimaces will be present:  “Who is he trying to fool, sounds nice, but impossible!” “Why should I take the risk?”  “What do I get out of it?”

You then take those executives who are most opposed to the new ways of working and ask them to devise and implement a process, without your approval (because you want them to take responsibility for the new approach, as they will have to live with it), that changes the organization into a teaming and networking organization. You want this process to leverage the company’s core-competencies, and where necessary, to network external resources into the company to meet other needs. 

They work hard and in good faith for two months, but realize they cannot do it.  They do not know how to redefine the budgeting system, the rewards model and the IT infrastructure.  Perhaps the biggest blockage is an emotional one.  Even though they cannot say it clearly, they do not know how to explain how important they are unless they can show how many direct reports they have and how big a budget they control.

In frustration, they bring back to you a long list of reasons why the new model cannot possibly work and why it will be resisted by so many in the company. You see clearly that they have not been able to think outside the box, their organizational chart boxes!

While they are working, you have also been doing your own homework. As you have heard about “Web Services” in a business oriented IT magazine, you seek out an old friend who is now the president of a fast growing IT firm.  You grew up together and went to the same engineering school, so there is a lot of trust and openness between the two of you.  Over dinner one night you both reflect on some of the courses you took together and new developments in business. 

Digital Dial Tone: SME Can Now Easily Interconnect!

Your friend explains: “Indeed, Internet III with Web Services based on XML is opening up the possibilities for different companies, large and small, to connect machine-to-machine with IP Protocols over the Internet.”  (You slow him down and ask him to explain all these technical sounding words.  He does, and then continues). “Extensive standards efforts are underway to develop the frameworks and actual procedures for this type of commerce within various industry communities, be they insurance, health care or automobile manufacturing.  In essence, they will make it possible for companies to ‘plug-n-partner’ with one another, either on a long term or short-term basis. Indeed ‘digital dial tone’ is just about here.”

He says excitedly, “Suddenly, connectivity, collaboration and co-creation are not just confined to the ‘big players,’ but can be extended to the medium, small and micro size firms (SMEs), including e-lancers (freelance business people).  But for this to happen, we are going to have to actively unlearn some of the sacred notions of the Industrial Era.  The Web Services will not be successful WITHOUT an understanding of the leadership and organizational issues of collaboration and co-creation.” 

Together, you reflect on your economic history course at the university.  You realize that the Industrial Era did not begin the moment Adam Smith, in 1776 in his Wealth of Nations, articulated the notion of the “pin making factory,” the prototype of the division and subdivision of work.  Even James Watt’s steam engine, also developed in the same year, did not carry the day.  Indeed, you remember it actually took fifty to one hundred fifty years for the Industrial Era model to settle into the economies of the different countries.  Besides a vision of the division and subdivision of labor and a steam engine, people needed roads, accurate measuring instruments, developments in metallurgy, legal entities, memorandum of understandings, pricing methods and new organizational models.  These elements evolved over time.  Whitney’s concept of interchangeable parts, Fayol’s notions of “one-person one-boss” and Taylor’s Scientific Management all added to and enhanced the Industrial Model, but they took years to develop.

Fifty Years or Five Months:  How Long Does It Take?

You smile to your friend, “I do not have fifty years to turn around this company, perhaps five months would be more like it… well probably a year or two.”  You both realize something new, concrete and tangible is needed to show how the new approach will work.  People and systems have to connect in new ways.

“If we cannot do a better job of connecting our systems both internally and externally with other companies, then people can hide behind this to protect their own little empires. To think of it, I have already invested in an ERP (enterprise resource planning) system, and bolted on CRM at the front-end (customer relationship management) and SCM (supply chain management) systems on the back end. I have also spent three years developing and enhancing my Customer Complaint Management system. Yet I have heard that people must manually enter or transfer the data between two to four other systems. The high costs and inefficiency of these systems hurt, and I have an uneasy feeling every time our IT director tells me of the implementation delays and cost overruns.”

You’re IT CEO friend smiles, “and you think your problems are technical.  Honestly, with the development of Web Services, these problems can be solved.  I will explain later, but instead, your real challenges are attitudinal. Remember how Archimedes once said, ‘give me a fulcrum and a lever long enough, and I can move the world.’”

He then asks, “What are the fulcrum concepts that shaped the Industrial Era and what might the new concepts be that will lead us into the Knowledge Economy? They certainly shaped both the arrangements of the technologies in our factory and the patterns of interaction among and between employees and management.”

It is a challenge, but you both reflect on the lectures and readings of your economics history and other courses.

Fulcrums and Levers: Competition to Collaboration

You surprise yourselves by remembering that the two key notions Adam Smith proposed turned out to be the fulcrum and lever of the Industrial Era:

· Fulcrum:  The division and subdivision of labor

· Lever:  Self-interest (The Invisible Hand: As each looks out for his own interest, society prospers!)

The division and subdivision of labor has worked well, but it has also resulted in our compartmentalized and departmentalized view of organizations, in our stove pipes, silos and myriad brick walls.  The notion of self-interest is supposedly a motivator, and yet, without really realizing it, the resulting competitiveness puts a brake on creativity, learning and collaboration between colleagues, departments and even companies.

Ironically you both realize that the two key notions that brought us the triumphal success of the Industrial Era are the same two key notions that really block the next phase of the economy.  You wonder about ways to actively unlearn something that has been learned so well?

You then smile and speculate, “Were Adam Smith to come back today, his book would probably be entitled The Wealth of Wise Business Communities.  Why?  The Industrial Era learned how to mine the riches of the earth and turn them into straight pins, autos and bridges.  The success of the emerging knowledge economy will be based on our skill at mining the riches of our minds.  This can only happen when people dialogue openly, sharing their thoughts and feelings, reflect and learn together, and know how to seize new opportunities.  I now realize that my colleagues could not see beyond the two notions of the Industrial Era.  This is why they could not create the new business approach.”

You both struggle with what might be the new fulcrum and lever.  Instead of dividing and subdividing, the new fulcrum needs to multiple the value and power of human and organizational talents.  And this can only happen when our executives, managers, professionals and workers take an active interest in identifying and building upon one another’s talents and their minds.  You then speculate about what the new fulcrum and lever might be:

· Fulcrum: Multiplying Talents (The multiplication and re-multiplication of people’s and companies competencies)
· Lever:  Visible Minds  (i.e. Interest-in-other-selves so we build upon one another’s minds, thoughts, insights, feelings and experiences.  In deed, this helps society to truly prosper)

Instead of the metaphor of separate boxes as depicted on the hierarchical chart, it is the power of overlapping talents (and minds) that releases innovative energy, perhaps more like the overlapping circles of Venn diagrams.  Perhaps the key is in our ability to seek out, listen to and appreciate one another’s thoughts and feelings (both individually and as companies).  This is what can motivate, challenge and inspire us to new levels of excellence in working together.

You look at one another as similar ideas strike at the same time.  As the two of you explore your thoughts and feelings, you realize the parallelism between trans-forming raw materials with division of work and transforming raw ideas with integrating the talents.  Even though your companies transform raw materials into finished products, you realize that the parallel process of translating raw ideas into finished products and services is what is key.  The processing of information is in peoples’ heads and their conversations.  There must be a straightforward and cost effective way to connect with his suppliers and customers and also to increase the quality of dialogue between people in the company and with existing and potential suppliers and customers.

“How can I picture the dynamics of this new way of working?” you ask your friend.

It is not until two weeks later when the two of you are playing golf that ideas begin to crystallize.  Even though neither of you play well, you find your mental insights carry a long ways.

Your IT CEO friend explains why the dot-com bubble had to burst. It is not just that the VCs (Venture Capital companies) and the under-thirty CEOs took their eyes off the profit; there was a fundamental flaw in the underlying technology.  Simply put, even though the Web (Internet II) can serve up wonderful flash enhanced graphics and it is possible to take orders in on-line stores, HTML (Hyper Text Markup Language) is not robust enough, and does not allow for direct connections between applications between companies over the Internet.    He again explains Web Services to you, and notices that standards are evolving quickly.  It is already possible to XML-enable existing applications.

He notes that the standards are evolving quickly.  This is making it easier for engineering, manufacturing, finance and HR to pass common data back and forth, eliminating the need for a cleric to reenter an EDIFACT purchase order three times in three different systems.  

“Do you mean,” you ask, “that for the first time we can interconnect the many incompatible systems in our operation?”  “Yes, with some effort, yes!” smiles your IT CEO.  “Hum, that means that we can technologically integrate our company.  But it is clear to me that technology by itself does not change attitudes, feelings, thoughts and values so typical of our large organizations. I need something more.”

Why Firms Grow Large and now Why They Can Grow Smaller?
You remember having read an article about Ronald Coase in one of your business magazines.  Coase did a study during the depression in the 1930s as to why companies grow larger and larger.  He published his study in 1937, showing companies found it cheaper to bring many non-essential activities in house than to buy the services on the outside. Now with the Internet, many of these non-core services can be more easily and cheaply accessed externally, rather than brought in house. Yet you realize that people assume that size gives power within the context of the traditional value chain.

“I need,” you reflect, “a way to show the shift from a firm that does many things in house to one that works in several difference clusters of companies, depending on the business focus. Right now we operate in the traditional value chain designed more for transaction management than partnering.”

Figure 3

You continue, “In this model, we typically just focus on the needs and problems of our customers, or more specifically on their order specifications. We seldom take the time to understand where our customers are trying to go with their customers, i.e. their aspirations. We do not see the ‘big picture,’ and therefore cannot bring the fullest value to our competencies or those of our customers. Our customers do not really feel listened to or appreciated, and therefore they tell us as little as possible.”

The Value Chain to Value Networking (Virtual Enterprising)
You wonder, “What is really new about supplier partnering or getting close to our customers?  Companies have done this for decades, even if it has only been recently that we have heard a louder drumbeat for better supplier and customer relationships.”

Your friend notes, “There’s a lot that’s new!”

He continues, “Think for a minute about the range of possible relationships between buyers and sellers (he draws a spectrum on a napkin in the golf club restaurant):

             Value Chain                                                                   Value Networking


            Plug-one’s-ears                                                                   Plug-n-Partnering

       ◄──────────|───────────|───────────|──────────►

   Adversarial                  M&A                Partnering              co-Commerce            
                               Relationships           Coordination                                        (Value Networking) 

Spectrum of Relationships between Companies

Figure 4

“The traditional linear ‘value chain’ (supplier → company → customer) has lived on the left side of this spectrum, typified by the adversarial buyer-seller relationships. The phrase ‘Customer Beware!’ has been a typical one. No one wanted to listen. And often companies have been jerked around or they have jerked others around as they competed over small increments in pricing.

“Most of us have grown up with these adversarial relationships, and our companies have tried to strengthen our own positions through SWOT (strengths, weaknesses, opportunities and threats) analyses and other efforts. We have also focused a lot of attention on streamlining our business operations internally. We have tried total quality management (TQM); computer integrated manufacturing (CIM), reengineering, rightsizing, and enterprise resource planning (ERP). Most all of these efforts have focused on the “bulky middle,” the operations part of our enterprises.  

“Now many of our corporations are also bolting on Customer Relations Management (CRM) on the front end and Supply Chain Management (SCM) systems on the back, hoping that we can automate complexity profitably. Perhaps, but … the possibilities of additional efficiencies are fading. Why? Technology by itself, as we have seen in the dramatic fall of the dot-coms, will not do it alone. There is something more in the equation. What is it?

“Remember that as our companies learned total quality, we realized it is better to have fewer but more reliable suppliers. Gradually coordination and even partnering are becoming a way of life for many of our companies. This has moved us to the right along the spectrum.”

You pick up the spirit of your friend’s thoughts and add, “As companies have been moving towards the right on this spectrum, some have begun to introduce the concept of KAM or “key account management.”  They recognized that it is necessary to have one face towards their customers.  Typically, these KAMs build a small team, map out their client organizations and begin calling.  Unfortunately, they still get caught in the traps of the traditional purchasing agents, and never adequately move up to the top levels of their client companies.  

“Certainly the KAM approach can help to increase the coordination and even the interdependence between their companies, but unless and until there is more executives-to-executives interaction, the real possibilities of teaming and value networking cannot be realized.  Value (as both a noun and a verb) networking is key to the future of most companies, especially when we understand the power of Web Services.  In close collaboration they are able to create more value (noun) for one another, because they actively value (verb) one another’s competencies and aspirations. Indeed the “digital dial tone” will be busy, not just ring busy.

“Think of it this way.  Value networking makes it possible for us to come together in new and exciting ways, thanks to Internet III, so that we can team, co-create and deliver on concrete business opportunities.  Networking is the precondition, teaming is the actual process of making it work for all participants.

“Our perspectives are changing. We are now challenged to ‘Be Aware (the competencies and aspirations) of our Customers (and of course our suppliers, colleagues and other professionals)!’ That is, we need to know not only their needs and problems, but also more specifically their competencies and aspirations towards their customers. Some will certainly register these on the evolving Web Services registries, but we will still need a lot of human contact to build the trust, look behind the words and build on common business opportunities. This sets us on a path towards value networking on the right of the spectrum.

“If we can regularly and systematically meet, executives-with-executives, to understand the larger context in which we all live, then we can better spot the “weak but significant signals,” the signals that give us an early indication of new trends in the market. As we build trust and come to respect the strengths of our customers and suppliers, we can actively bring value to one another’s competencies, especially in the context of newly found business opportunities.  Creating opportunities is inherently collaborative and co-creative whereas exploiting opportunities is a competitive process.  Instead of the traditional SWOT analysis, we engage in SICO (Strengths, Improvement Opportunities internally, Challenges and Opportunities for new business externally).  This is why we are clearly going beyond the Porter model and the traditional approaches to strategic planning.  We are fast entering the realm of strategic networking and teaming.  This is so much more open, fluid and dynamic.” 

“This shift can lead to real increases in shareholder value, because we have also increased our stakeholder value.  As we have valued (verb) one another, as individuals and companies, we are able to generate even more value (noun) among and between us, especially through our co-creative abilities.  This is the new win-win model that creates substantive wealth, not just a pretty but hollow bubble. To get there, we are going to have to think through what is core to our businesses.”

Core & Non-Core-Competencies: From FROWN to SMILE

“Suppose I start from where we are today.  Most of our psychic energy is directed internally.  We let purchasing deal with our suppliers.  They try to beat down the prices of these suppliers, although we are now forming longer-term alliances with a few key suppliers as we develop our supply chain management software.  On the other side, we have marketing and sales dealing with our customers and they are trying to use our new CRM (customer relations management software) to see the patterns of customers’ interactions with us.  True, because some of our products are quite costly, we do have some executive-to-executive interaction.  Some of the owners of our customer firm want to get to know me personally, so I am also involved with certain key customers.  Our model follows the outlines of the traditional value chain. It is like a frown.”

 

 

The two of you continue your discussion in the clubhouse.  You both realize that your vision of a round organization is now possible technically.  You can rebuild the company based, in part, around the concepts of Web Services. Instead of hard-wiring 

the organization, the new technical infrastructure will make it possible to achieve the agility and flexibility you know is so necessary.  With this it will be much easier for the key people and resources to regroup around ever changing business opportunities.  

In fact, Web Services helps you to better leverage your core-competencies, both your IT investments and the talents and knowledge of your people.  You realize that the ability to plug-n-partner, when understood well, will give your organization tremendous mobility and speed.  No longer do you need to spend weeks, months and even years acquiring another company, or forming an alliance.  Web Services makes it easy to form alliances on the fly.

You realize that you can now outsource many of your non-core functions, and instead live more closely with your supplier partners and your customers.  With out carefully listening to and living with your suppliers and customers, you will miss many if the important clues to new business opportunities.



Figure 6

Your friend is smiling.  He sees how your excitement and confidence is growing.  He knows you are now on your way to being able to explain why the shift away from the confining hierarchical model to one based more on teaming and networking internally and externally.  Web Services makes the technical networking possible, it is the human openness, drive and vision that enables our organization to thrive in a fast moving business environment. You are busy drawing the new models on a napkin at the table.


Figure 7

But you are wise enough to know that even the best breakthrough technology cannot succeed, that is, unless your people actively “unlearn” the attitudes, behaviors, values and assumptions that made them successful in the past.  For example, your colleagues have learned to measure their importance based on the number of their direct reports and the size of their budget.  What happens in this new model?

In this new model, they cannot hide in a box as a platform for giving orders.  Instead, their natural leadership talents, their ability to see things clearly, to inspire and motivate their colleagues, to be authentic, open and honest, and to sell new projects in the market of opportunities, all these become paramount for success.  You recognize that there will still be a hierarchy, but it will function in a much more open and dynamic manner.  It will be a hierarchy of competence and caring responsibility rather than of positional power and property. And you scratch your head and begin to wonder why you had not seen this earlier.

You decide to change the way assessments are made.  Instead of the traditional “conversation-with-the-chief,” twice yearly you will use a 3600 review process for each of your people, together with input from your customers as to the quality of their work.  You are not quite sure how you will set this up, and you realize it will be best to develop a set of criteria with your management team.  It may be that they will suggest that the criteria include the person’s ability to marshal resources, create a collaborative environment, and actively build upon the talents of others, including those of your suppliers and customers.  Given the shift to a Web Services model, they will likely be measured on their ability to work the network, co-creating new business opportunities for all the participants. 

In addition to the review process, you realize you may need to set up an entrepreneurial council.  No one is appointed to this council, but people earn the right to be on it through the quality of their leadership, their ability to bring out the best in their colleagues, their ability to network across business units and with key suppliers and customers, leveraging the Web Services model, and their ability to capture and share lessons learned.  

Senior management will form a type of business angel board.  As managers or professionals see and articulate new business ideas or define potentially profitable projects, and if they can build teams and articulate solid business plans, they may well receive some initial funding.  More funding will come as a project shows more promise.  In this way, instead of budgeting to 100% among the departments, perhaps 60% will be allocated through the budget, and the remaining 40% will help drive innovative new projects within and between companies.

You realize the employment mix will likely change.  Some people will be let go as you shift from the FROWN to the SMILE model.  It is likely that the companies you are starting to network with will pick up these people.  They will likely move from a non-core function in your company to a core function in another partnering company.

This change may offer them career paths that were unavailable in your company and permit your company to spend more of its salary dollars rewarding performance in your core functions.

With the SMILE model it is going to be easier to attract good talent, really good talent, because these people will quickly understand that they do not have to play the “climb-the-hierarchy-game.”  Instead, their talents can take them as more quickly to positions of responsibility.  As they understand the new rules, the will realize how superficial the old model was of rewarding importance based on numbers of direct reports and budget size.

The new fulcrum concept comes alive in this approach.  As people invest time in listing to each other’s efforts, they quickly identify the talents they want to work with and build upon.  They multiply the value of one another’s competencies, because they understand one another’s aspirations.  The new lever becomes even more powerful.  Instead of self-interest, as I become interested in you and the others, you can be more open and the quality of our conversations and dialogues increases dramatically.  We are able to cut to the chase, identify problems and opportunities more quickly and really seize the ones that count, especially when we have honest, open and constructive attitudes.

In addition, you realize it will be necessary for you and your team to spend a lot more time on external relationships, building business partnerships externally.  As you and your CEO friend discuss this, he suggests four simple but powerful steps in learning to network and team with other companies.  He developed these for his top team that meets on a regular basis with their key suppliers and customers, as well as prospective suppliers and customers.  At their sessions the work through these four steps:

1. Get to know each other, listening to one another’s stories and discovering one another’s competencies and aspirations,

2. Share information, insights and key market trends which makes it possible to begin to spot new and exciting market opportunities,

3. Understand the issues, trends and opportunities so they can realistically evaluate the appropriateness and potential profitability of these items, and

4. Develop the appropriate teams and actively pursue the opportunities

The new notions are relatively easy to grasp.  We create value (noun) by valuing (verb).  Moreover, lived values create the conditions where we can be honest and straight with one another (as individuals and companies), and where we can, together, discover the complex truths and the rich opportunities waiting at our doorsteps. 

Suddenly you look puzzled.  Your friend asks why?  

“If my colleagues in the company do not have the traditional organizational chart to fall back upon to identify their importance and if the largeness of their offices or their pre-assigned parking spaces do not matter, are they not going to feel insecure and at loose ends?” you wonder.

Your friend reflects, “These outward signs were important in the Industrial Era, because the underlying culture was not designed to proactively value people and their talents.  When all is said and done, it was a culture of structured distrust.  As we know, the quality of dialogue at most business meetings hardly hit four on a scale of ten.  Our challenge now is to create a culture, a fast moving, agile and flexible culture where the stability is given because people feel valued, respected and sought after.  This is the Venn notion we spoke about earlier, and it is the basis of our co-creative commerce model.” There will still be need for parking spaces and offices but only for practical reasons.”

“That’s it!  Yes, that’s it!” you exclaim in excitement. “It is the co-creative culture that will give us energy, drive and momentum.”   

“Yes, you are right,” your friend says, and he continues to reflect more on this new idea of a co-creative culture, one that can increase value.

The Four Vs: Value, Values, Valuing and Valuation

“You know,” he says to you, “we can put this very simply: Valuing creates value, and valuing is possible because of our values.  As our values enhance our abilities to value (verb), we can increase our value (noun), the overall valuation of our company.  In short, the four Vs, values, valuing, value and valuation, play together in a dramatic and dynamic manner. Leave out one of the four Vs and potential wealth never materializes. Moreover, the human element, the really key ingredient, must be actively engaged in our co-creative culture.”  [A sincere thanks to Hubert Saint-Onge for initiating this insight.]

You smile, “The four Vs underlie and make possible the realization of the two keys, the fulcrum and lever, for the next economy.  And why are these two keys, multiplying talents, and visible minds so critical for the future?”  

Your friend decides to state the obvious, “The dynamics of business are changing and changing in a more profound way than most of us realize.  In the past, companies used to think they had to do everything in-house because of cost structures and communications possibilities.  Now, on the other hand, many things can be done more cheaply and effectively outside.  This means we need to develop the skills and competencies to work in ever changing networks of companies.  We need to be able to recognize and build upon one another’s competencies (multiplying talents).  We need to carefully listen to our partners to discover their aspirations (visible minds).  And we need to build complementary rewards systems that deliver both on economic gain and emotional and intellectual affirmation.”  

The New Dynamics of Plug-n-Partnering

All CEOs and senior executives want to increase shareholder value. As you continue your discussion over another dinner a month later, you continue to reflect, “We can do this not just by the usual set of efforts, including reorganization, reducing head-count and selling assets, but by creating a climate where our closest partners come to see the value of their and our competencies. Typically, these competencies do not show up on the balance sheet or other financials, and yet, this knowledge and talents are what really makes our companies successful.  It is what we know and what we do with what we know that gives us a unique presence in the market, especially as  ‘knowledge’ is fast becoming the fourth (after land, labor and capital) determinant of wealth generation.” 

Indeed, the assets and competencies of our companies have more value (noun) within the context of concrete business opportunities. If we can better see (i.e. value as a verb) the competencies and aspirations of our suppliers/partners, our customers and our customers’ customers, and they can see and appreciate ours (a multi-way process), then we can all bring value to the assets and competencies in each other’s firm.  Conversely, if these opportunities are not seen and acted upon in a timely manner, then our collective assets and competencies have significantly less market value.      

Value networking can be pictured in the following manner:


[image: image6.bmp]Figure 8
Your friend asks: “How do our customers’ customers create the context for the market? Well, the interesting business opportunities arise in the interaction between our customers and their customers. So, if we can gain an insight into the aspirations our customers have towards their customers, we can better service and support our customers. If we can create an environment of openness and trust, then our customers are likely to share what their real drivers are. As we carry on more conversations with other key customers, we will more quickly see the really important patterns, and can better develop our investment strategies, acquire the talent we need and build the partnerships to drive our businesses.

“In this closer relationship with our customers, because of our executives-to-executives dialogues (through Executive Summitting™) we can begin to ask a whole new range of questions:

· How can we strengthen the competencies of our customers so they become more successful in fulfilling their aspirations towards their customers?  

· How can we combine our own competencies and those of our supplier/partners in unique ways so as to help our customers become more successful?

“This approach may seem vague and abstract until we stop and look at just one example, that of the ecology of complementary companies active in the automobile industry. It is truly amazing to see how many different types of companies are involved when someone buys and operates an automobile. Were they to start to connect in a serious way via Web Services, than this would become an even more dynamic and exciting environment.


The Automotive Buyer’s MarketSpace

Figure 9

“ In the Knowledge Era, where we are working with raw ideas as much if not more so than with raw materials, the task is to combine and recombine our thinking in new and different ways (multiplying talent). Our task is now to use the dexterity of human minds within a context of ever changing business opportunities.  

“Instead of fragmented products and services, we want to offer solutions and systems by partnering.  And instead of connecting on a transaction basis, we want to offer a total experience in the delivery of our products, services and the knowledge necessary for our customers to succeed in their aspirations.  This is the evolving business model of the future.  

To make this work, we need to build our organizational competencies (and core-competencies) so that teaming and networking are second nature, a co-creative culture to better develop and build upon the talents of our people. And instead of the sequential supply chain, we will work with our suppliers, customers and customers’ customers as if we lived in Venn diagram of overlapping circles, rather than separate boxes.  We now can plug-n-partner thanks to both the technology of Web Services and our changed understanding of the dynamics of working together.
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Figure 10

Value Networking and the Dynamic Clustering Process

In the Industrial Era we needed equipment, looms and refineries, to transform raw materials.  In the Knowledge Era we also need ways of working which help us refine and weave ideas together.  Our new looms and refineries are not based upon capital equipment, but intellectual and emotional capital, culture, our values and capability to value one another, in short, our competencies of conducting quality dialogues (visible minds).

“In the Industrial Era we needed managers to coordinate well-known activities and to solve problems. In the Knowledge Era we need leaders who thrive on the unknown and who excel in discovering and seizing opportunities. The former thrive on routine, the new leaders know how to master the non-routine. Instead of direct commands, they use well-focused questions.  Instead of orders, they know how to order the environment and culture to bring forth the best in individuals. This is why we supposed Adam Smith’s new book would be entitled, The Wealth of Wise Business Communities.     

“A Knowledge Era enterprise provides an opportunity for its executives, managers and professionals to learn to operate in the new environment, and to operate by the new business rules. 

“In the Industrial Era people were told what to do. In the Knowledge Era we listen and learn. We discover “patterns of possibilities” and we then weave together our competencies and aspirations to deliver on these opportunities.

“These value networking and dynamic clustering processes are the new engine that drives business in the 21st Century.  They make co-creative commerce possible. They make possible the teaming and re-teaming of resources, both within a company and between companies. This requires a new leadership style, a new way of shaping the work context and a new way of creating a collaborative and honest atmosphere in the company.   

“More and more, companies are regrouping around their core-competencies, teaming with other companies to seize ever-changing market opportunities. This we call value networking and dynamic clustering. The coalition of companies last only as long as the opportunity, then they recombine in some new coalition for the next opportunity. Do we have leaders who can manage these processes with ease? Do we have ways to quickly spot and grow opportunities?

“What are these companies leveraging? They are leveraging one another’s knowledge as much, if not more so, than their capital assets. Value networking is the process of combining and recombining, teaming and re-teaming, focusing and refocusing competencies and aspirations in ever changing clusters of competencies.”

“Please note,” our IT CEO says emphatically, “Web Services does not do these things. It simply provides a platform for us to interconnect, but as we have discovered, there is so much more.  I have read most of the White Papers coming from the standards bodies and the vendors, and there is hardly a mention of any of these dynamics, unfortunately. I have the sneaking suspicion that when people think of Web Services, they are thinking in terms of the ‘transaction’ model, rather than a series of progressive steps that leads to closer and closer partnering with all involved in the cluster of companies, be they suppliers, financial resources, logistics companies or customers or customers’ customers.  There is a whole set of dynamics that has not even been envisioned by those working on the base technologies for XML and Web Services.  Yet, their work certainly does not preclude these types of developments, especially as the various extensions to XML are put in place.”

He continues, “There is a natural process of connecting with, engaging, and then delivering on the opportunity.  Let me try to sketch this out in some sort of way.”

Summary:  Experiencing the Energy of the SMILE model! 

Now you realize it is time to finish up preparing that PowerPoint presentation for your colleagues.  You make a short list for yourself of what you have come to understand through your discussions with your CEO colleague:

· Web Services makes it possible for not only large, but medium and small companies, SMEs, to Plug-n-Partner between applications in one another’s companies (their core-competencies), but to take advantage of this new development, there needs to be a shift in attitudes and values, and reasoned trust becomes the key factor as we begin to master value networking and dynamic clustering;

· We need to build upon one another’s talents (competencies and aspirations), multiplying the value of our knowledge, experience and gut hunches, for after all “visible minds” that value one another help generate value for our suppliers, customers and our own companies;

· This requires we move from the traditional competitive mindset internally to a more collaborative and co-creative approach with other companies, as indicated in the shift from the FROWN to the SMILE models;

· We will need to engage in many executive-to-executive dialogues with other companies so we can leverage the power of A2A (application-to-application) integration over the Internet (Internet III). Indeed, A2A really makes B2B possible and profitable, finally!; and
· With these changes we can easily and quickly cluster the right companies to seize profitable business opportunities that are bigger than any one of us alone can handle, thanks to XML based WEB SERVICES.  Those who quickly master these new ways of working will experience an exciting new energy, both personal and commercial, especially as whole new business opportunities open up.

Just then you run across a graphic that says it all:


                              Source: Bowstreet

In conclusion, you ask yourself several key questions, “Is it possible to let go the confines of the boxes-and-lines hierarchical organizational chart? Yes.  Can we actively redefine the rules of our markets (Four Cs of Commerce)? Yes.  Should we do this? Yes.  Is there a way to work in a teaming and networking manner? Yes.  What will it take?  Web Services and a co-creative commerce based on a fulcrum that multiplies the value of talents, and a lever that discovers these talents in one another (Visible Minds) and one another’s companies. The digital dial tone is our wakeup call. Will we do it? Yes, and as quickly as humanly and technically possible.”
----------

A sincere word of thanks to Alex Lowy for pointing us towards Web Services.  And a special thanks to Jan Hopland, John Powley, Philippe Mougin, Carlo Mackrodt and Wolfgang Vieweg for their most helpful suggestions. 

We can include a sidebar giving various Web Services references, such as:

WebServices - www.webservices.org
ebXML - www.ebxml.org
Internet Engineering Task Force - www.ietf.org
OASIS - www.oasis-open.og
O’Reilly - www.xml.com
Perfect XML - www.perfectxml.com/WebSvc1.asp
SOAP – http://discuss.develop.com/soap.html
UDDI – www.uddi.org
UN/CEFACT (EDIFACT)  - www.unece.org/cefact
XML/edi Group - www.xmledi-group.org
XML Industry Portal - www.xml.org
W3C - www.w3.org
WebDAV - http://www.webdav.org/
WSDL - www.w3.org/TR/wsdl 
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