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PRAISE FOR THIS BOOK:
The speed of innovation is multiplied many times over - the head of Airbus recently
complained that new Airbus planes coming into the market are already outdated in
terms of ICT (information and communication technology). Use of 5-STAR Business
Networks help to multiply this speed of innovation and if your company is not using
these 5-STAR Business Networks for Innovation then it is likely very soon your
company will fall behind your competitors. That is how the chemicals companies
are changing their business models from sellers of commodity chemicals to solution
sellers, and most other industries are creating new business models today.
Dr Hanns Zeltinger
Former CIO DaimlerChrysler,
Financial Services Asia Singapore
The rules of the business world have changed - and few have a grasp of the new
reality. This book is a pivotal wake-up call for business leaders to get them on
track towards a whole new step change or two in performance. From the use
of technology to outsourcing to innovation - the breadth and depth of thinking
is seminal and intense. The best aspect of this book is the actionable nature and
practicality of the content.
Tony Fedorowicz
Ex Head of Supply Chain Asia/Australia Orica Mining Services, Sydney
In the high volatility environment, if you are running a portfolio of supply chain
purchases worth hundreds of millions of dollars a year, there is no other way to
mitigate the enormous risk than by managing the business network extremely
carefully. This book expounds and builds on some of the techniques I have utilised
for risk management and value creation in a soft commodity supply chain through
roller-coaster highs and lows of the recent commodity cycles. There is no doubt
Business Networks are powerful beyond belief and useful beyond comparison.
Hugh Robertson,
Ex Director - Commodities and Risk, Weston Milling, Sydney
This book offers a breath of fresh air in the world of business strategy dominated by
the staid Ivy League thinking which cannot see beyond its very own doorsteps. When
everybody is thinking alike - in general - nobody is thinking at all. This book will force
you to think afresh, and it will show you how to apply your thinking in the changing
business environment to create new business models that suit the modern business
reality a lot more.
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PRAISE FOR THIS BOOK
Gennady Teplitsky
Ex Vice President - JPMorganChase New York
From the outset, it is clear that Vivek Sood brings passion, intelligence, and
uncommon insight to his topic - understanding and interpreting for the reader the
powerful influence and value of the business networks that underlie success in the
modern world. Well-researched, broad-reaching, and with a refreshing "outsider"
perspective free of academic jargon, this practical book will give you insights you
can use to create and leverage these powerful networks in your own business - a
must-read for anyone who wants to understand and use one of the most powerful
forces at work in today's hyper-connected world.
Tony Coretto
Co-Founder and Co-CEO, PNT Marketing Services
I have been most impressed with the business acumen and insights in these pages.
The author has clearly become an authority in his logistics and management
field worldwide. His book is a gem to be read and appreciated by all those who
desire to be on top of current managerial thinking and desire to reap the benefits
of his experience and capacity. I recommend this to all. I certainly will use this
book in my practice and benefit from it personally. I recommend it to my students
interested in consulting, operations and logistics. A must and worthwhile read!
Lin Giralt
Adjunct Professor and Lecturer, Rice University
Jones Graduate School of Business, Houston
This book shines out of the pile not because it is an in-depth and original look into
the power of the business networks, but because its author applied in it his rare
passion, vision, common sense and innovation, which are core for today's business
evolution, achieving results and leading and inspiring for a better world. Read this
book if you want to be inspired in your daily activities, regardless of whether you
are a chairman or a student - it has it all for everybody!

Andrey Manev
CEO, HUS
5-Star Business Networks is the new model that makes the existing model obsolete.
In these rapidly changing times, new systems and tools are needed. Authentic
leadership and emotional intelligence are being used within global 5-Star Business
Networks to build trust and better results. This is the new economic currency.
Phil Johnson
Organisational Development Author, Speaker, Teacher and
Coach President, Master of Business Leadership Inc., Toronto
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DEDICATION
his book is dedicated to the future generations - they

T

will make the world an even better place. In particular
this book is dedicated to our sons - Raman, Jay and Dev

- who make every day for me a joy to live.

“

Life is no brief candle to me.
It is a sort of splendid torch which I have got a hold
of for the moment, and I want to make it
burn as brightly as possible before
handing it on to future generations.
George Bernard Shaw
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“

I love QUOTATIONS because it is a

ϔǡ
beautifully expressed with much
authority by someone recognised
wiser than oneself.

”

Marlene Dietrich (1901 - 1992)
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FOREWORD

Dear reader,
Congratulations. By taking this book into your hands, you
will discover many new concepts applicable in the real business world. It is not written for everyone, but it is an absolute
must to own and read for those who want to embrace the developments of traditional businesses into modern networks,
to go beyond existing boundaries by adopting the key principles of modern supply chain management and to understand why being a stable and trustful part of a network can
multiply the value of your own business many times over.
Business networks without legal or political restrictions will
dominate and determine our future. The needs of individuals and the ultimate end-users of the value chain will be
in the foreground and will shift the priorities of the past,
where manufacturers and suppliers of products dominated
the business. Today’s business models must be turned upside down to create new and effective structures, including
innovative procedures. Supply Chain Management and SupXV
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  ǡment, are the keys to success.
This book will show you where and how to walk into the future with your business. Proven and good examples lead the
way forward, but do not copy them, take your own route or
take a scout to avoid mistakes and disappointments. If you
are on the right track, I can guarantee you to multiply the
value of your business by many times. Being a trustful partner in a stable and reliable network increases the value of a
company to unbelievable dimensions. Investors will pay you
a premium for this strategy! And the costs will decrease dramatically because you use the strengths and resources of
other network partners without investing in expensive capacities.
Therefore, this book can change the world into a better one if
the messages are understood and applied thoroughly.
Be excited and enjoy reading!

Dr Wolfgang Partsch
Co-Founder of Supply Chain Management
 ǡʹͲͳ͵
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PREFACE TO THE THIRD PRINT

ϐ whelming, which has made this third print necessary in a
short period of one year. I am thankful to all the managers,
executives and CEOs who have taken time to comment, recommend and pass on this book to their colleagues. Primarily,
they are the target audience of this book and their engagement has been extraordinary as seen from the numerous
emails and positive comments that I have received for this
book, as well as the brisk dispersion of this material. This
certainly makes the effort to write, revise, edit, proof and revise this book worthwhile. Many of the readers have commented on extraordinary pressures faced by the executives
and CEOs, and why new business models discussed in this
book are so important to them.
Executives, CEOs and boards carry an extraordinary
amount of burden in today’s society. There is no doubt that
they are the primary producers of wealth in the society, via
the companies they lead and products those companies creǤ         mercialise products and services to any great extent. Yet, the
XVII
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CEOs carry a huge burden.
First, there is pressure to do more with less. The constant
  ϐǡ enue and for less cost, can get overwhelming in today’s economic climate
ǡ
pressure groups can create an environment where CEOs and
key executives simply must produce more results with less
   Ǥ      ǡ 
way of doing things, and new business models are the only
Ǥ 
change with the proper diligence, rarely do these new business models and techniques emerge from the Ivy league, or
other traditional sources of knowledge. Most CEOs have to
    ϐ       
business models and techniques.
Second, as the traditional command and control organisations of the past have broken down, leadership of generation
ǲǳ      Ǥ   
eroding organisational loyalty, a culture of job-hopping and
attitude of cynicism, leadership challenges facing today’s
CEOs are far more intense than faced by any generation in
Ǥ Ǧ  and effects of these
changes are beyond the scope of this book, the challenges
they bring to today’s CEOs are worth noting here because of
their impact on the growing pressure on CEOs’ top execu
tives.
ǡ ǡ ǡ
environmental lobbyists and other such sundry groups has
XVIII
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ǲǳ
  ϐ Ǥ tion in many instances, it is easily possible to go overboard
 ϐ
of businesses in countries where such activity is not permitted or possible. The CEOs and executives have to live with
- and work amongst - all this intense activity and operate
successful businesses under the very vocal scrutiny of selfappointed guardians of societal wellbeing.
Finally, the CEOs face a unique situation where the buck
stops with them, but they rarely get told the pure, unadulterated truth. I do not want to say that everyone lies to their
boss, but the reality is that in most instances, almost all the
internal and external messengers know that their own career progression and economic well-being is attached to the
message they bring to the person at the helm. Under such
circumstances, it is quite easy to temper the message and
carry only the good news, lest the message harms the messenger. Most companies survive a long time while operating
in this mode. However, if a company fails to face unpleasant
reality in good time, it is quite easy to fall behind in the marketplace and gradually lose privileged market positions.
  ǡ
seen as a new way of doing business because it helped break
down the barriers between various silos within the business. The extraordinary success of the discipline of supply
chain management is attested by the fact that today more
ͻͲ  ǡ 
institutions, offer a course in supply chain management or
XIX
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one of its related disciplines.
The most progressive executives and CEOs are looking
beyond breaking the internal barriers now. They are seeking to work seamlessly with teams of internal and external
personnel in order to rapidly create products and services,
ϐ  Ǥ
The teams could come from multiple companies – large or
small – and work together for a short or a long time for their
intended purpose.
        
this aspect of the content, where readers have created new
        ϐǡ
turnaround stressful situations, and salvaged businesses.
 ǡ Ǧ panies, are reluctant to put their best ideas out because they
like to make once and sell multiple times, I face no such pressure. Firstly, my own time is limited and there is no way I can
work on all the projects that can use my ideas expressed in
this book and in my other books. Secondly, the CEOs who use
 ϐ
assistance, if they choose to do so. Finally, an idea is only as
  Ǥǡ
and Hamilton created the original idea of supply chain management they put it in the public domain leading to a vast
revolution in how companies do business today.
This is my hope - that you will use what is usable for you
in this book, and share with me how you used it. This is also
important because we are all learning from one another and
constantly improving this material, and noting what other
XX
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users can learn from your experiences. To share, to comment,
to commend, to discuss, or to ask, send an email to me at
v.sood@globalscgroup.comǤ     ǡ 
today’s world there is no such thing as one-way communication. That has been my primary learning from the feedback I
got so far from this book. I am looking forward to more of the
same.
Some executives who received a copy of the book have enquired how they can contribute. In my view, there is no better way than paying forward - share the ideas, the content,
web-links, even the book with your own business network
     ϐ    Ǥ  
no doubt that on this round planet, what goes around comes
around. You will not only enrich your own business network,
but also yourself in this process. After all, in this modern interconnected economy, your network is your net worth.
To your continued success,
Vivek Sood
Sydney, Australia
April, ʹͲͳͶ
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PREFACE

“

I have no special talent.

I am only passionately curious.
Albert Einstein

”

Most effective business leaders relish the challenge of answering questions such as the following:
•   Apple sue Samsung while it continues to

buy critical parts for its winning products from Samsung?

•    -

tions, and is now talking about opening its own retail
stores?

•  

already saturated with other tablets and similar products?

• How did ǫ

• Apple build its own retail presence?
XXIII
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• How will shale gas discoveries in   

the business world and perhaps the geopolitical balance in the next 10 years?

If you are as deeply passionate about the world of business and supply chain networks as I am, and enjoy exploring
similar questions, and coming up with answers that will help
immensely in using this wisdom to build your business, then
join me. This book is a journey of exploration through the
world of business networks that run the commercial world
today.
   ϐ       
2008, it also marked the closing of a chapter in modern commerce. General Motors was seen as the paragon of modern
American management theory as popularised by Peter
Drucker in the middle of the 20Ƙƌ century. It was at this venerable company that Drucker formed his early thoughts about
management as a profession, separation of the ownership
from management of enterprise, the key functions of management, division of labour, theory of leadership of enterprise, indeed the very concept of the corporation. His writϐǡ 
Ivy League business schools and corporations alike, to form
the basic foundation of management profession.
Indeed there was a time when General Motors and US
commerce were thought of as interchangeable entities, with
the popular aphorism that "what is good for GM is good for
America and vice versa." Some people still think this is the
case. They see the decline of General Motors as symptomatic
of a wider malaise in the US economy. Others think General
XXIV
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Motors will rise like a phoenix to become an industrial powerhouse.
         
General Motors, we know that new models of commerce,
new industries, new technologies and new ways of solving
old problems will be required to build a stronger economy at
a global level. All of these will not necessarily come out of
one country, one continent or even one region.

The world is changing fast
Drucker foresaw some of these changes, as shown in his writings on the information age, post-capitalist society and postindustrial man. Prescient as he was, he did not yet fully see the
majority of the changes that have happened since his death in
2005. The rise of  ǡϐ  ǡ
ϐ  tense focus on the rapid gains from the FIRE (ϐ ǡ ance, real estate) industries, hollowing out of real capabilities
are nowhere to be seen in his writings. However, this is not just
true of Drucker; a majority of the management thinkers, writers, academics and authors can be painted with the same brush.
ϐϐ Ǥ ǡ
Socrates and perhaps even before that, new ideas must
come from new places - from outside the established order
Ǥǡ             Ǥ
Many of the most successful corporations were formed by
college drop-outs and the most successful business models
XXV
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do not even have names yet.
In this book, I will not only name some of these models,
but also study them closely and understand these new methods. The aim is not to copy or even emulate, but to gain a
deeper understanding of their workings, to learn how to formulate similar models under different circumstances that
your company faces.

A bit about me
  ǡ   ǡ Ǯ     
book?’ Let me include a couple of brief biographical paragraphs that will hopefully spur you on to devote your full attention to get the best use out of this book.
The foregoing paragraphs might have already signalled to
you that I see myself as an outsider. I do not have a Bachelor’s
degree and did not really start my college education until the
ʹͻǦ    Ǥͳ
  ǡ   pany as a deck cadet after a brief training.
ϐJapan to work
  ̵ ǡ     ϐ  
take delivery of a brand-new vessel being built there. At this
time, due to the severe depression in the global shipping industry, I saw many super tankers worth million dollars sailing
on their maiden voyage straight from the shipyard to the demolition yard.
It was like seeing a baby being killed at birth. It aroused in
me an intense desire to study the causes of economic cycles
XXVI
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- I had already seen their effects. Over the next three years, I
circumnavigated the globe many times on ships, working 12ͳǡǦǤ 
reading voraciously about economics, ϐ   
commerce. I kept my day job for another eight years, as it afforded me the luxury of visiting exotic ports and harbours,
where I had the experience of working with stevedores, logistics companies, commodity producers and traders, importers, exporters and various other wheelers and dealers
around the world. I earned a good living - enough to put
some money aside for what I then considered a proper education.
In 11 years I travelled to more than 100 countries, rose
in rank from a cadet to a master mariner with progressively more responsibility and a wider perspective. I saw
thousands of different ways to do similar things in the different places I visited and worked. All of these methods
had some qualities worth emulating, yet there were many
others that were of little value. In my spare time, I added
another pursuit to my economic studies – combining alternate ways of doing things to find the best method to
suit the circumstance in question. These two pursuits had
already become my twin passions long before I studied
for my MBA at one of the best business schools in Australia and took a job as a management consultant in Sydney
with a top-tier global consulting company.
For the past 15 years, I have been a management consultant to CEOs, boards and top executives in Asia, Australia
and other parts of the world. I have focussed on empowerXXVII
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   ϐ      
potential – in operations, strategy and all components of
their entire supply chains. In January 2000, I co-founded
and managed Global Supply Chain Group, a high-impact
services company made up of supply chain pioneers and
thought leaders who work only on selected high-impact
strategy projects with some of the largest corporations in
 Ǥ   Ͳ       
world for a single passion – creating effective, secure and
sustainable supply chains.

Why I wrote this book
ǡ
    Ǥ    ͳͲǡͲͲͲ 
books released each year, it is clearly not a worthwhile exercise to add to the cacophony, unless you have a meaningful
message to convey. The returns are paltry and I have already
written another book, listed with a respected publisher under my name (albeit with shared credits as a co-author). I do
 Ǥ
motivated me to spend nearly every spare moment in the
past 18 months to write this book?
Business is the engine of society and it will need newer
models of commerce to fast-track any recovery. The hollowing out of skills from entire societies, without replacing them
by other competencies, high levels of youth unemployment
(often disguised by serious-looking play on iPads and tablets), and growing economic imbalances risking implosions
of unrest, civil commotion or even a great war, have all comXXVIII
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    Ǥ
transpires in the short-term, eventually business people will
have to lead the way to recovery around the world.

New business models are leading the way
It is evident that I am passionate about newer models that
work better. In my projects and work around the world, I
have noticed that, in almost all circumstances, there is al      Ǥ    
look around and see where the guidelines and trends are
and which models will suit best.
ȋͳͺͺͶǦͳͻʹȌfamously said:
“ Great minds discuss ideas,
Average minds discuss events,
Small minds discuss people. ”
 
key ingredients of life - ideas, events, or people - in this book
we discuss all three because they are inextricably linked.
People make events and create ideas. Ideas create events
and help people become successful. Events shape people
and give impetus to ideas. A book full of concepts and ideas,
with no stories about people or events, would be extremely
boring and dry. On the other hand, a book with just chronicles of events or people would hardly be worth bothering
to read unless its author had an immensely entertaining
style of writing (which I do not), and even then would be of
little practical value besides entertainment. I mostly use
XXIX
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events and people to illustrate ideas and concepts to make
them more tangible to the readers.

Conceptual thinking creates new business models
Primarily, then, this book is about ideas and concepts - yet
you will see enough discussion about people and events to
be able to use the concepts. Most of the people and events
discussed are relatively well-known, so that background
contextual information is already present in the readers'
domain. Occasionally I use events from case studies based
Ǧ  ϐǦ
event illustrating the concept. I do not make apologies for
that, or for disguising some data or names of the entities
 ϐǤ
Is your company reaping the full rewards of all the effort
put into the activities within the company? Are you happy
Ǧǡϐǡ ǡ ing, new product pipelines, supplier performance and other myriad details of your company's business? This book is
for every executive, every CEO, every manager and every
management student - no matter which business they are
working in, or which part of the business they are part. I
can scarcely think of a business situation in which the concepts of this book will not lead to a massive, positive shakeup of the status quo.

XXX
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INTRODUCTION

  ǫ
have a network of hundreds, if not thousands, of business
associates and wonder what more can you do with networking. In the new world, it is not enough just to know
Ǥ ϐ Ǧ
potential is transparent and has top-of-mind awareness for
your network.
This book discusses a multitude of ways in which business
networks add and communicate value in the modern business
Ǥ  ǡ ϐǡ
and new ways of looking at them, to create, grow and reap
outstanding and sustainable business advantages.
ʹͲͳ͵ǡϐ  ϐǦǦ
old memory. The stock market is bouncing up and down,
and people are hopeful of an eventual recovery. On the other hand, the situation in Europe, particularly in Greece and
other Mediterranean rim nations, is still grim. The abysmally high level of debt remains and the capacity to repay it
is elusive. On that measure, even the recovery in the United
States appears suspect. China is the only bright light on the
XXXI
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    Ǥ       
last domino.

Business are engines of growth
  
global economic scenario, it cannot be denied that eventually only businesses will lead economic recovery. The failures of command economies in the erstwhile Soviet bloc
have demonstrated beyond doubt that statist policies,
while good short-term Band-aid solutions, can rarely lead
to true economic prosperity.
Globalisation has been blamed by both the extreme right
and extreme left for a host of economic ills facing various nations. Having seen its effects at close quarters in more than
100 countries, I cannot disagree more. In my view, the results attributed to globalisation are more attributable to other factors, such as human malfeasance, institutionalised cor ȋ     Ȍǡ ǡ   
entitlement to riches without working for them and herd
mentality leading to action without thinking and similar
such factors - all part of basic human nature.
It is fair to say that one of the most alarming trends is the
continued shifting of the global manufacturing capacity to
China. Like a giant vacuum cleaner, China has sucked in the
manufacturing capability from rest of the world at an intense
pace over the past 15 years. .
In the midst of this macro situation, businesses continue
to suffer from intense uncertainty and anxiety. Investment
decisions are delayed for months, if not years, by the inabilXXXII
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  ϐ 
Ǥ  
been futile so far.
There is no doubt that businesses large and small are suffering around the world. Hardly a business exists which was
  ʹͲͲͺǤ    ϐ ǡ    ǡ ment in research and development, as well as property, plant
and equipment outside of mining, has been negligible and
ϐ     Ǥ ǡ   
 ϐ  
morass.

Innovation is critical
If business is the ladder to economic salvation, then innovaǤ ǡ ǡ
design, distribute and service these products, alongside new
ways to relate to the customer and understand their world
 Ǥuct innovation looks sexy and garners all the attention in expositions and the media, process innovation is equally lucraǦ   ǡ
the McDonald's franchise model. Every couple of decades,
powerful juxtaposition of trends leads to unique and revolutionary way of commerce. Contrary to the gushing accounts and adulations of the commentators, most pioneers merely stumble on these trends by a process of trial
and error. Other companies, the more nimble and hungry
ones, follow the pioneers closely and build strong busiXXXIII
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nesses in their lead. More established companies then follow suit and try and recover lost ground, using their financial muscle and market power, sometimes succeeding
and sometimes failing. Many other companies are so
caught up in the hubris of their past success, internal politics or other attention-sapping device and they fail to
move at all, or move too late, often with disastrous consequences.

We can learn from Success and Failures of Others
Chronicles of such disasters would perhaps be more instructive than the starry-eyed accounts of success. As Daniel
Coyle points out in his book, The Talent Code, the only way to
succeed massively is by failing repeatedly at progressively
more complex, smaller tasks until you master them. However, most writers and authors persist with the formula that
  ϐ 
of war, and I have no doubt that we will continue to see many
romantic accounts of success for centuries to come.
ϐ   tion that surrounds some companies at certain times. Any
such apparent adulation in this book is despite my effort to
be objective and cognisant of the cyclical nature of success.
The biggest trend sweeping the world - business and nonǦǤFacebook announced
 ϐǡ ̈́ͳͲͲǤǡ
pundits and business school professors are still debating
what entitles it to that kind of valuation when many websites with similar business model - Orkut, Myspace and a
XXXIV
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plethora of wannabes - failed to monetise the eyeballs to any
great extent. It was not even validated how many of those
numerous Facebook accounts were authentic.
Other contenders to high valuation - LinkedIn, Twitter
and a few others - do not command the stratospheric valuation claimed by Facebook.  ǲǳ
̈́ͻ ǡ        
ǲǳ̈́ͺǤ
  ǡ  ϐ  ǡ 
awe and wonder. How can a company which has no manufacturing, no traditional customers, no suppliers, no products, no warehouses and no logistics, command a valuation
roughly equivalent to 10 percent of the GDP of the entire
continent of Australia? By what magic is the projected cash
ϐ  ǡ ǡ  Ǧ   capital so low?
How can a company that did not even exist 10 years ago be
ͻͷ  porations in the USA - many of them earning billions of dollars of steady cash every year for decades, if not centuries?
Our purpose, however, is not to justify or critique the
valuation of these social networking enterprises. It is to
look at the power of the networks in the business world.
Here, we will discover a set of   
more valuable than those mentioned above. In fact these
ǡ ϐǡable that not a business can exist without one in today’s
world. Unfortunately, most executives and CEOs fail to harness the full potential of this network adequately.
     ͷǦ   
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run the modern world. It should spur thinking about how
to design your own business model that works for your
circumstances. It is about new ways of doing things based
on observations from the real world.
But that is not the only benefit you will get from reading
this book. On a personal front it also looks at the secrets of
successful executives.

Why most CXOs never make it to CEO unless they
use 5-STAR business networks?
It is usually the case that for every open position of a CEO, by
default, there are between 5-10 internal candidates, in addiǤ
may not have the most serious intention or calibre, there are
still enough contenders to make each race interesting.
Is this scenario familiar to you?
ǣȋȌ
ϐ  Ǥ
    ǡǦϐ ment and steadily rose in rank over the years to become its
  ϐ Ǥ
as his prudent judgment.
ǡ       ϐ    looked for promotion to the CEO role, he shared his frustration with me. He had worked his way up to the board, and
known each and every member, even the new ones, well
enough to be regarded as a reliable ‘colleague’. They knew
that he would not mind taking on the challenge and were
XXXVI
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also aware that two of their last three choices did not turn out
to be that brilliant. Yet they were reluctant to hand over the
mantle to him.
He had already proven his case by his excellent leadership of
ϐ    Ǥ

ͳǣ   
Finance Department
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obvious thing – that they were ignoring the best candidate
for the job.
  
 ǡϐ
paper napkins. It was clear that he had a great coverage of
ϐ  
went through the pyramid that later turned into Figure 1.
ǡǡϐ  ury management, he had made his mark on the business. He
was proud that the auditors, investment bankers as well as
ʹǣǯ 
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commercial bankers all complimented his accomplishments.
ǡϐǤ ϐ     ǯ ǡ  ϐ    
 Ǥϐ
Figure 2 after a few revisions.
As I discussed my experience from shipboard command
that most captains had to rely a lot on the chief engineer
and hence seemed to favour chief engineers over chief ofϐ Ǥ  ǡ       
ϐ Ǥǡ
engineering knowledge, most captains could never replicate
the knowledge base of a chief engineer. Successful captains
were those who seemed to get the best co-operation from
the chief engineers and knew how to get it.

A modern organisation is made up of specialists
A modern organisation is far more complex than a shipboard
company. Reporting to a CEO is a complement of 5-10 people and each of them is a potential candidate for the role. It
ǯ ǡǡ
board preferred an executive for the CEO role who could integrate the gaps between the various points of views and get
the best performance out of the entire team.
           
at the functional area they come from – whether it is sales,
ǡϐ Ȃ  nate the entire team and engineer a unique shared vision of
the future that the board can buy into generally get the nod.
XXXIX
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Inevitably there are gaps between different functional areas,
parts of which could be outsourced to third parties. Integrating these external parties into the organisation’s fabric in
such a way that they start sharing organisation’s vision as
        ϐ Ǥ  
view Chief Executives of the future will distinguish themselves on this capability – to integrate useful outsiders into
the organisation’s fabric, to outsource strategically, to build a
business network of mutually dependent entities and to get
this network working in unison towards the shared vision.

CEOs integrate the specialists into a team of internal
and external experts
ϐ  
business network increases, outsourcing is now among the
hottest topics for every Board of Directors, every CEO and
Ǥ ǡ
distinguish the CEOs of the future. In some shape or form,
this requirement has already shown up in the selection criteria of most selection committees, and it will become increasingly explicit and important in the coming years. That is the
strategic thrust underpinning this book.
I ask the reader to use the concepts, materials, models and
ideas presented as guidelines. As in all other situations, blind
adherence to diktats or empty slogans (such as think global,
  Ȍ  ϐ Ǥ
sense in your situation, mould it to your circumstance and
Ǥ ǡϐ 
back to this book again and again - rather unlike most modXL
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ern business books which present a single idea with a lot of
anecdotes, statistics and examples.
In the first section, we will discuss the trends of networks and the value they are creating in today's society.

highly, despite being merely social networks of a virtual
nature.
In the second section, we will examine the trends of
business networks of real nature and how they are taking
over the entire business modus operandi. This growing
trend counters most of the traditional wisdom about how
to run business. Great thinkers – from Peter Drucker to
Tom Peters to Michael Porter – all dispensed valuable
business wisdom. Many of the basic tenets of their thinking do not apply under the current circumstances, as you
ǤǦ  ̵
Co-opetition - apply a lot more closely to these business
networks. Collectively, they are worth several trillion dollars - far more than Facebook, LinkedIn and Twitter comǤ
configured and harnessed.

XLI

   ͷ ǧ               

XLII

GLOSSARY

ǣ Advanced Product Phasing
ʹǣCash-to-Cash
ǣ Fire-Aim-Ready
ǣ Information Technology
ǣJust-In-Time
ǣ Price Earnings
Ƭǣ Ƭ
 ǣ Request For Proposal

ǣ Supply Chain Operations Reference
̈́̈́ǣ $eed-to-$tore
ǣ ϐ
ǣ Total Quality Management

XLIII

   ͷ ǧ               

XLIV

SECTION 1
NETWORKS

“

All men are caught in an inescapable
network of mutuality.

”

Martin Luther King Jr. (1929-1968)

ͳǦ 
Earth
• Business networks give more value than your business

infrastructure
• Business networks make your business more resilient

and responsive
•  ǡǤ
• In boom times business networks give you speed.

• Business networks help smooth out the volatility - es-

pecially during times of extreme volatility
• How does this make business networks valuable?
• If you cannot make your business networks more visible
1
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and manage them proactively, you may be silently yielding the competitive advantage to others who can

Chapter 2 - Open Secrets from Ancient
Networks
• The Silk Road - a vast ancient business network
• Venice - the powerful business network of the Middle

Ages
• The Spanish Empire - an imperial business network
• The  ǦϐǦ 

• American Railroads - a business network opens up the

continent

• Global Finance Houses - winning business networks of

the 20Ƙƌ century

Chapter 3 - Lessons from Modern Networks
• Plethora of options in social networks are mind-bog-

gling
• Social networks are popular, but business networks are

more lucrative
• Basis of competition long ago shifted from competition

among companies to competition among supply networks.
• ǡ-

pliers and customers who are themselves market leaders in their own chosen arena

• Valuation of business networks ranges into trillions of
2
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dollars
• Supply networks are rapidly undergoing massive trans-

formations as CEOs adjust their business strategies to
global realities
• Other examples of networks abound

Chapter 4 - The Hidden Power of
Business Networks
• The network effect
• Beyond Synergy - the multiplier
• Synchronicity - the real power of effective business net-

works
• Value accretion vs. value synergy vs. value synchronicity
•         

the three strategies

• The three levels on Jacob’s ladder

• The journey from free markets to networks

Chapter 5 - Truth about the IT Systems
Required for Great Business
Networks
•  need a discussion of the 5-STAR -

works IT systems

• Flexibility/complexity trade-off in IT systems

• Common mistakes in business network IT systems
• The mistakes encountered in the supply network IT de3
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ployment during all four steps
• IT outsourcing strategy development is rarely well

thought through
• IT software and vendor selection is muddled and fea-

tures driven
• During the IT solution implementation by IT vendor,

users frequently lose control of the project
• In IT service provider relationship management and

  ǡ   ϐ    ǡ
manage and improve

• It is important to understand the evolution and trends

that have underpinned the complex business networks.
• Supply network management strategy and capabilities

evolved from primitive to esoteric in the four decades
since mid-seventies
• Supply network management processes evolved in

concert with the strategies and capabilities of the business
• Software and information and technical architecture

evolution underpinned the development of supply network processes, strategies and capabilities

4
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Chapter 1
The Most Important Network
on Earth

“

Call it a clan, call it a network, call it a
tribe,call it a family. Whatever you call it,
whoever you are, you need one.
Jane Howard, "Families"

”

There was a time, not more than a few decades ago, if you were
General Motors you would attempt to own every part of your
business. The assembly lines, the parts manufacturing plants,
the stamping units, the ancillary units and even the software
that runs the business, the dealerships that sold the cars, the
steel mills, even the mines that produce iron ore for the mills.
This was for good reason - you either could not trust others to
be savvy enough to produce and send you the material you
wanted when you wanted it, or the margins in each of those
businesses were big enough for you to try and own all those
operations.
There was only one thing wrong with this structure. Your
business became an insular behemoth - far removed from the
customers and moving slowly in a marketplace going through a
7
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rapid transformation. Your more nimble competitors, with
loose networks of aligned companies, could easily run rings
around you in no time - both in terms of developing and launching new products, and producing and selling high quality products at lower prices.

Business networks are more important than
your business infrastructure
Eventually, realising the truism inherent in the folk wisdom
of farmers when they say you do not have to own the cow if
all you want is the milk, you would investigate ways of carving out parts of your business into independent entities that
could be run as a loosely aligned network of businesses, similar to what your competitors had evolved into. This is not a
book extolling the virtues of keiretsu, chaebols or similarly
exotic-sounding Japanese and other Asian business structures. It is, however, useful to take some lessons from the
evolution and success of these business networks.
Over the past several decades, both the global economy, as
well as business structures, have evolved dramatically to
such an extent most businesses have no recourse but to create business networks akin to those mentioned above. So
 ǫ
 ǫ    business network better
than another? Is there a way to systematically assess, measure, report upon, improve and monitor the quality of your
ǫ  
a well-tuned business network? These are some of the ques8
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tions we will answer in this book.

Business networks make your business more
resilient and responsive
ϐ  Japan in March 2011, the ensuing nuclear disaster combined
with the devastation caused by the ocean to disrupt businesses around the world. The Japanese economy sits right
in the middle of the global business network and it was
natural for businesses as diverse as auto manufacturing,
electronics, chemicals, petroleum products, computers and
metals to experience the disruptive shock. For example, the
          ̈́ʹǡͶͲͲ 
  Ǥ         
businesses to experience the disruption, it was remarkable
to note that those which had the most responsive and resilient business networks were the ones to recover from this
catastrophe the quickest. Later on in this book, we will see
how to recognise the quality of business networks and
make them more resilient and responsive at the same time.
Another stark example of the power of business networks
ϐ Ǥwarts in the mobile phone industry were equally impacted by
   Ǧ   ϐ     
plant of their common supplier, ǡ     
March 2000.   Ericsson experienced the business
disruption to an equal extent as a result. Fire damage to their
stock was extensive.
9
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More importantly, the manufacturing capacity was damϐ Ǥ
had invested months, if not years, in creating and perfecting a
robust and responsive business network, while Ericsson's
business network was a relatively middle-of-the-line affair
Ǥϐǡ
was able to see the full impact of the chip shortage on its own
business, as well as the entire industry, with a lot more clarity
than Ericsson, or even Philips. Moving quickly, it activated other points of its business network to shore-up supplies, to redesign some of the chips to manufacture them in other plants
and to take other pre-emptive steps in the network. Ericsson
let the situation evolve at its own pace and made decisions
 Ǥϐ
 ǡ
balance of the industry to an extent where, within a few years,
      ǡ     
with its rival.

When cash is the king, business
networks triumph
This is not a unique example of a more robust business network
trouncing a relatively ordinary one at a crucial time. The story is
repeated in industry after industry whenever challenging times
arrive, as eventually they do. In fact, the data from a systematic
study carried out by the Aberdeen Group reveals two critical
insights. Firstly, the companies with more robust business networks have far superior cash conversion cycles (we will discuss
ͳͲ
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ͻȌǦϐǤ
Take a look at Figure 1.1 below.
ͳǤͳ

Secondly, and more importantly, their cash conversion
cycle actually improved during the two years of challenging times leading up to the Global Financial Crisis
(GFC), while the rest of the industry went backwards. As
you can see in Figure 1.2,
ͳǤʹ

ͳͳ
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92 percent of business network masters improved
their cash cycle over the two years leading up to the GFC
while only ͳͺ      
  Ǣ  ʹͻ    
cash cycles.
Is the result shown in Figure 1.2 surprising? Hardly, if
you reconsider the story of Ericsson. The same
catastrophic fire nearly decimated one company, while
leaving the other one even stronger to face the onslaught
of another heroic business network - Ǥamine that story in Chapter 8 when we discuss how new
product development cycles are shortened immensely by
appropriate use of robust business networks.

In boom times, business networks
give you speed
The above examples and data might lead you to conclude
that strong business networks are useful only during times
of duress and catastrophe. However, this is far from the truth.
In economic booms, whether accompanied by economic volatility or stability, business networks allow you to quickly
ϐǤ  ǡ ̵
capabilities is multiplied many times over, perhaps by a factor of as much as 100 or more, by the leverage effect proǤ age effect and other key characteristics of the business
ͶǤ
Let us consider another example - the booming commodities industry. In the past 10 years, no other industry has
ͳʹ
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grown as much. Prices of iron ore, copper, coal, gold, etc.
       Ǥ  
industry, iron ore is one of the largest and most capital intensive operations and this industry is dominated by three global giants; BHP Billiton and Rio Tinto of Australia and Vale of
ǤǦ 
scratch, took Andrew Forrest of Fortescue Metals the full extent of his business network. To raise ϐ ǡmining
infrastructure, build and gain access to the logistics infrastructure and market the product in the international commodities trade, Fortescue Metals built a capacity in three
years would have taken its much larger rivals would have
   ͵Ͳ   Ǥ    
through extensive use of business networks that the company built, nurtured and managed effectively. Most executives
 Ǧ    ϐ    
networks in ramping-up capacity rapidly in times of boom.

Business networks help smooth
out the volatility
ǡdustry. Global bulk shipping is one of the most volatile indusǡ ͻͶ      ǡ      ͶͲͲ
percent within a period of few months. In such a volatile
business environment, budgeting and planning can become
a nerve-racking exercise for all companies, except those
which use their business networks to cushion the lean periǦ  ϐ    
ͳ͵
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the boom periods.
In fact, if we examine the key success indicators through the
economic cycles, a clearer picture emerges, as shown in Figure
ͳǤ͵Ǥ
ͳǤ͵ǣ

    ǡ   ǡ   
       Ǥ ϐ  
say here that the business networks quoted in the above
examples, also called the supply chain in many instances,
are unique to every company and industry, formulated over
a number of decades in many cases, and are worth several
trillions of dollars in value. In the retail industry alone, the
entire business network is worth more than $1.5 trillion
    Ǥ ǡ    
much-heralded valuation of Facebook, currently pegged at
more than $80 billion, to put things into perspective. ObviͳͶ
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ously, social networks are not the same as the business netǤ  
͵  Ǥ

Valuation of business networks
is astronomical, though
ϐ 

The total valuation of the business networks in just six industries - retail, automotive, electronics, FMCG, aerospace and
Ǧ̈́ͶǤ
      ϐ  
continual basis - sometimes leading to massive transformations on global scale, while at other times leading to gradual
transformations that only manifest fully over a decade or
more.
Mark Zuckerberg is obviously the hero of the social networking world. Tonnes of ink has been spilt writing about
his exploits in the social networking scene. So, who are some
of the heroes in the business networking scene? How about
the likes of Michael Dell, Steve Jobs,    
(founder of Red Bull) for some obvious examples. Michael
  ϐ   business network in the electronics and computers industry to reduce the cash conver   ͷ ǡǦͶǤ
ͻǤ
Let us now look at Steve Jobs’ role in business networking.
His, and Apple's, exploits in new product development are
well-known and highly regarded. However, what is less wellͳͷ
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known is the role of the business network of suppliers, collaborators, partners and other such entities who have
aligned their own interests with that of Apple, in order to
reduce the new product development cycle to nearly eight
ǡʹǤ
Again, the magic of business networks has made it possible
to design, build, launch and sell revolutionary products in
ǦǤ
role of business networks in new product development in
detail in Chapter 8.
Finally, to wrap up this chapter, let us examine the role of
an unlikely business networking hero -   ǡ
    Ǥ  ǡ   ǡ
rolled out his drink Red Bull in more than 100 countries in
  ͳ  Ȃ         
ͻǤ  
smaller capital base and a smaller product range? The answer lies in his vision and business networking skills to formulate supply chain outsourcing relationships rapidly and
 Ǥness networking in modularised outsourcing design in Chapter 12.
These are just some of the most well-known examples in
the realm of successful business networks. A vital question
   Ǥ       
successful and not-so successful  ǫ 
distinguishes the business networking masters from the
mid-tier players and the laggards? After all, the whole point
of reading a book is to get some practical and actionable advice on how you can ascertain the nature your own business
ͳ
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ǡϐǤfer the super networked businesses as having a 5-STAR network and will compare and contrast the masters and the rest
Ǥ
So fasten your seat belts, come with us on a journey
through the business networks around the world and see
  ϐworks of tomorrow to thrive through the economic gyrations
of the 21ƗƘ century. It will be a worthwhile journey, not only
ǡϐences of other masters of the game.

SUMMARY
Business networks are more important than your business
infrastructure. Typically your business infrastructure is
static, rigid and cost accruing. Your business network, on
ǡǡϐ ing. Business networks make your business more resilient
Ǥ ǡ
business networks triumph. Data is clearly conclusive that,
in times of cash crunch, the quality of their business networks help save companies.
Besides, in boom times business networks give you speed even relatively smaller businesses can achieve remarkable
results quickly based on the responsiveness of their busi-

ͳ
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ness networks. Business networks help smooth out volatilǦ Ǥ
we see airlines and shipping companies forming global service alliances to ride out the seasonal and economic peaks
and troughs. Valuation of business networks is astronomical,
ϐ Ǥ
dollars, may still be underestimating the full extent and power of these hidden business resources. If you cannot make
your business networks more visible and manage them more
proactively, you may be silently yielding the competitive advantage to others who can.

ͳͺ
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ͳͻ
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ʹͲ

Chapter 2
Open Secrets from
Ancient Networks

“

”

Plus ça change, plus c’est la même chose.

Alphonse Karr, Les Guêpes 1849
Before we embark on the journey of exploration into the current realms of business networks, let us take a journey into the
past. A logical question always is whether this is new or has it
been done before. After all, as the quotation above says, the
more things change the more they remain the same. This is true
of the business networks too.
In a way, the networks we are talking about in this book
are not new at all. Some features, such as speed, trustbuilding mechanisms, outcomes and science of network
creation and harnessing are new. However, similar networks have existed in formally or informally through the
ages. And each time, they have been very effective in creating value for the participants, business community, and
society in general. In this chapter, let us briefly visit some
21
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of these networks through the centuries and see what we
can learn from them. History is our best teacher.
At this point it is appropriate to note that we will keep these
discussions of historical business networks brief, neutral and
Ǧ Ǥǡϐ  ǡ
objective is not a detailed study of characteristics, pros and
cons, or even moral rectitude of the participants. Rather, it is
 ϐ rent business networks and their key characteristics.

The Silk Road - a vast ancient business network
 ǡney at the Silk Road of the Middle Ages. At its peak, the Silk
R   ͶǡͲͲͲ      China
through the territories of China, Central Asia, India, Persia and
Assyria to the Mediterranean coast of Levant and onwards by
sea to the fabled city of Venice and beyond. The term Silk Road
creates an image of a road, perhaps even a boulevard traversed by a camel train laden with expensive cargoes, well
protected by security. The truth is, however, far more complex.
In reality, it was a complex network of caravans, camel trains,
serais, traders, money lenders and ships extending across the
known world of the time to carry merchandise as diverse as
silk, spices, wool, fabrics, tea, porcelain, carpets, ivory and other items of high value. Each of the main cities in this network
Ǧǡǡǡǡǡexandria - was a veritable hub of activities related to trade facilitation. Participants in this network - whether a Sugd merchant, a Chinese caravan owner, or a Florentine ship captain
22

OPE N SECRETS F RO M ANCI E NT NE T WO R K S

- were handsomely rewarded for their enterprise and their
ability to work their part in harnessing the power of the network.
Let us look at how the network was organised in practice.
In the agrarian society of the Middle Ages, the most precious
commodity traded by the business network was spice. Before the advent of refrigeration, spices were necessary to
ǡϐ 
ingredients. Many spices, such as pepper, cloves, mace and
cumin, ginger, nutmeg, cinnamon and saffron, traded for
͵ͲͲͲ 
        Ǥ    
margins, demand was never a constraint, the extent and security of the supply route was. It was usual for the goods to
change ownership more than 25 times between the producers in the East and the eventual consumer in the est. Each
middleman added his own margin, as well as embellishment
to the story. For example, Arab merchants told their Euro 
and cinnamon came from the birds.
  ǡganised towards one end - production, collection and transportation of the spices and similar produce to destinations
 Ǥ  ǡ   ǡ
 ǡǡϐ ǡ 
chain - each within their own territory and with their own
margin. It is estimated that the middlemen's share of the
ϐͻͲ Ǥ[1]
23
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Venice - the powerful business network of the
Middle Ages
ǡǡVenetian merchants - the middlemen closest to the end customers and with the most
visibility of the entire network - moved to take greater
control of the network. In the late Middle Ages, the bankers, merchants, and ship owners of Venice controlled the
trade into Europe. At the peak of its power, the Venetian
R  ͵ͲͲͲ
controlled all trade from the eastern shore of the Mediterranean Sea to Europe. To assure security of the supply
network, the Venetian Republic controlled territories on
the Adriatic coast, so pirates could not attack their ships
coming from the east. Using their financial power, the Venetian Merchants’ Guild began to dis-intermediate the
middlemen in the entire supply chain. The simultaneous
rise of strong Arab empires with central command, first in
Baghdad and later in Cairo controlling a vast territory,
aided this process of dis-intermediation as the caravans
could traverse a much greater distance and were assured
relatively more security in their travels. A key feature of
the Venetian business network was the role of political
power, as well as finance, in shaping desirable business
outcomes and securing these outcomes for the key participants in these networks. Evidently the network had
become a lot more formal in its form and functioning (or
possibly more records are available to give us an impression that it had become more formal). It should not sur24
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prise us that consolidation of political power made the
business network more effective and efficient at the same
time. There are ample historic records, as well as anecdotal writings - from Shakespeare’s “The Merchant of Veniceǳ   ̵    Ǧ  
great reading about the business network centered around
the Venetian merchants of the later Middle Ages. [2]

The Spanish Empire - an imperial business
network
In the pre-Renaissance period, spice was still the commodity
in demand and the margins were still extraordinarily high.
Despite dis-intermediation of many middlemen, the land
ǡ         ϐǡ
was always the second-best alternative to a sea route that
        Ǥ    ǡ
Christopher Columbus set out in search of the sea route to
India and discovered America instead. However, another explorer, Vasco da Gama did manage to open the sea route to
India for Portuguese traders. The business network over the
next two centuries came to be dominated by Spain and Portugal - trading with the new world of the Americas, as well as
the old world of Asia. The key feature of the business network of this era was a complete merger of political and economic action in the name of the Sovereign and the rise of
colonialism as a result. An exploitative business network of
this nature, with its one-sided value exchange, could not last
very long. At one time Vasco da Gama captured the local
25
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king's emissary, who had earlier afforded him a grand wel  ϐ 
ͳͶͻͺǦ ǡ 
and after sewing a pair of dog's ears to his head, sent him
away. This network was gradually replaced by a more benevolent form of colonialism - the East India Company and its
peers. [͵]

The East India Company - the
ϐǦ 
The East India Company started trading in spices and gradually took control of almost the entire spice network. As it expanded its reach through political and business alliances
and skirmishes, it established beachheads in trading centres
around the world and extended the trade itself. Tea was cultivated in Ceylon and India for export to Europe. Opium was
cultivated in India for export to China and silk and silver
Ǥ
industrial revolution, the business network become more diverse - covering greater areas and a larger number of comǦϐ ǡ
railways replaced the sailboats and camel trains. Other, less
ϐ ǡ       ǡ came more lucrative and perhaps reduced the brain power
invested in more legitimate trades, such as industrial goods
 Ǥ 
the East India Company are well debated, we will restrict our
discussion to the business impact of the network created by
the company. The key noteworthy feature of this business
26
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network was the use of alliances to establish the network,
 ϐ  Ǥ[Ͷ]

American railroads - a business
network opens up the continent

As the business network of the East India Company was
getting embroiled in exploitative trades of opium and
slaves, another network, far more effective, was being established on the continent of  Ǥ 
      ǡ    
eastern seaboard were expanding far into the continent
 Ǧ Ǥ 
of railroads eventually arrived, this expansion boomed.
ǡ
it became possible to mine, establish factories and build
all the modern transportation and communication networks that underlie modern commerce today. Besides
opening up the entire continent and establishing the
United States of America as the pre-eminent industrial
power of the 20Ƙƌ century, the railroad network also
formed the basis of massive fortunes of tycoons such as
Stanford, Pullman and Vanderbilt.
Oil, steel, coal, chemicals, power stations, mining operations, grain and passenger transportation were all greatly
boosted by the railroad network. It is fair to say these formed
the basis of the modern industrial economy of the USA. The
key feature of this business network was the clear enuncia       ǡ  ϐ  ǡ
whereby other industries got a boost from establishment of
27
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  ǡ      ϐ 
railroad networks themselves. [5]

Global ϐ Ǧ
winning business networks
ʹͲƘƌ century
The last business network we will consider in this chapter is
   ϐ     ǡ  
Frankfurt that gained strength in the 20Ƙƌ Ǥ ϐ 
the industry. At the same time, growing world trade needed
ϐ Ǥ oil trader in Singapore buying oil from a Russian producer and selling
it to a buyer in China for use in Chinese automobiles. The trader has no way to ensure that the seller will deliver him exactly
what he purports to offer and that the buyer will pay for the oil
Ǧϐ  ϐ ǡ  Ǥ
 ϐ ǡ
 ϐ  
ϐ vestors, commerce, industry and speculators. Facilitating all
these transactions, and keeping trust in the system, is a network of businesses involved in the business of ϐ Ǥϐ ǡ Barings, Rothschild, JP Morgan and others, we will take the key
lessons from the outstanding success of these business netǤ ǡ  ϐ       
value they create for their customers, since no business can
28
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thrive for any length of time without that. This is underpinned
by their ability to understand a diverse set of business circumstances that their own customers face and to readily come up
ϐ   Ǥ
attract, train and retain talent is the key to understanding your
customers. Patience, ability and willingness to shape legislature, ability to formulate and enforce a trust-building mechanism in the network and a willingness to work through the
ups and downs of the business cycles, are some of the other
drivers for success. A key feature enabling the success of this
business network is the overwhelming practical nature of the
participants, without any dogmatic adherence to outdated
ideas. To the extent this network retains its ethos of service
and humility, it will continue to prosper and retain its relevance in the coming era of simultaneous globalisation and
fragmentation.

SUMMARY
Business networks have thrived through the ages in various
Ǥ  ǡϐǦ
known business networks from the history. The Silk Road - a
vast, ancient business network - comprised hundreds of subnetworks, each functioning on its own, in order to achieve a
vastly superior business outcome. Venice - the powerful
business network of the middle ages - started the trend towards consolidation of power for achieving business outcomes. The Spanish empire - an imperial business network
29
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- took this trend to extremes, where it became impossible to
distinguish between the business goals and the imperial
   Ǥ     Ǧ  ϐ
multi-national company - established commercial networks
that still thrive after more than 250 years. American railroads, a business network that opened up the continent to
thriving commerce and led the industrial revolution in the
 Ǥ  ϐ  ǡ   works of the 20th century, funded the industrial Revolution
ϐ Ǥ

͵Ͳ
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Lessons from Modern Networks

“

ϔ
Ǥ

”

Arthur Schopenhauer (1788-1860)

    ϐ     ǡ  
come in a vast array of structures and forms. Depending on
the value they provide to participants some of these networks
are successful, while others are quickly replaced by more efϐ Ǥ
In this chapter, we will explore key distinctions between the
various types of networks and their respective strengths and
ϐǤ ͷ
IT systems used by business networks. This chapter is an extensive exploration of the networks themselves. Many of these
networks use the kind of IT systems we will examine in Chapter 5.
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Plethora of options in social networks
are mind boggling
   ǡ 
 ϐ         
 ͵ǤͳǤ
Obviously, Facebook and Twitter are the dominant gorillas
  Ǥ
other apps have cropped up to service the participants on
Facebook and Twitter. A plethora of other structures, such as
social brand engagement, social marketing networks, social
intelligence, social scoring and social referrals are cropping
up. Most of them are too new to discern which models will
eventually survive. However, in this clamour, one thing is
abundantly clear - social networking itself is revolutionising
ǡǡ   Ǥ 
Arab Spring in Tunisia, Egypt and many other countries is
now a fading memory, the role of social networks in creating
impetus and sustaining momentum cannot be underestimated.

Social networks are popular but
business networks are lucrative
In this book, our focus is on Ǥ
spend much more time on the social networking phenomenon; powerful, diverse and exploding though it is. A far more
powerful, diverse and well-established network exists in the
business arena. Every business relies on a network of suppliers and customers to sustain its operation and place in mod34
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ern society. So powerful is this network, in fact, that the basis
of competition has long ago shifted from competition among
companies to competition about supply networks. Market
leaders network with suppliers and customers who are market leaders themselves in their own arena to co-create, design,
produce, market, sell and service a whole range of products
and associated services the customers take for granted each
day.
          
supplier network in some detail. Let us take another examǡϐǤ 
 ϐȋ ̵ ϐ   Ȍǡ    
named and the industry information is disguised, without
  Ǥϐ
is not only growing rapidly, but there are also many different
applications - ranging from geo-thermal to wind and solar
energy, which are competing with each other, as well as the
traditional sources of energy. In a rapidly shifting economic
landscape, with the volatile pricing of coal and oil, the relative attractiveness of any one energy source not only depends on the technological superiority of the concept itself,
but also on rapid deployment of technologies to demonstrate
superior results in action.
 ϐ
verge of major breakthrough that will lower the cost per unit
ϐ Ǥ ǡ not achieve those breakthroughs on their own because of
the research and development time and investment required.
36
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On the other hand, there exist other well-established businesses quite capable of providing additional research and
development capability, even though renewable energy is
not their area of expertise and interest.
In such a scenario, the challenge emerges: How to create a
network of businesses with complementary capabilities that
can bring in the required expertise in research and development and use it to co-create a product or technology, where
 ϐ age in pursuit of its core mission.
Almost all the companies in a similar scenario create a
complex business network of suppliers, collaborators and
co-creators that can rapidly form and deploy teams for the
purposes of research, development, testing, prototyping and
deployment of technologies. If any company was to rely on
its own resources using traditional purchasing practices, the
time to market and effectiveness would be vastly diminished.
A concrete example we will examine in greater detail in a
later chapter, Apple reduced its new product development
and time-to-market cycle to nearly one-half of the industry
norm by using its   Ǥ   ple's current market capitalisation is larger than that of
Greece and Spain combined.

Valuation of business networks
ranges into trillions of dollars
How big are the business networks we are discussing? One
estimate puts the combined worth of these supply networks
   Ǥ   ϐ ȋ  ͵ͻȌ
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shows the estimates for only a handful of industries:
Each industry has a highly unique and valuable supply
network that its participants have created in response to the
circumstances, regulations, customer needs, and economic
situation in the industry.
Either by trial and error or by intelligent design somewhere
along the way, each of these networks has evolved over the
past several decades to reach into its current state as a result
of all the changes in economics, technology, regulatory requirements and customer tastes. Sometimes a new player,
such as Red Bull, enters the industry and causes a major disruption to the established supply relationships and networks.
In most cases, the established supply relationships and networks in every industry will go through a gradual evolution as
the environment evolves. Most CEOs are now familiar with the
power of supply networks transformation. Currently in many
industries these supply networks are rapidly undergoing
massive transformations as CEOs adjust their business
strategies to global realities.
 business networks and supply networks in
great detail in Sections II and III. For this reason, we will devote the rest of this chapter to looking at some other types of
networks familiar to you.
The most familiar network to you is your own. A network of
business associates and contacts. Inevitably, they come to your
rescue when you need help and vice versa. They are also good
sources of information, job leads, business leads and even guidance or inspiration. LinkedIn and Plaxo have put the Rolodex of
old online and added far more functionality and possibilities
38
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͵Ǥʹǣ

with their web versions. In that sense, online networks enhance
the possibilities and functionalities far beyond what is possible
ϐǤ ǡǦ 
purpose oriented interaction is possible using online networkǦϐ  ȋȌ
ϐ Ǥ

Other examples of networks abound

Other examples of offline networks are alumni networks
from your schools, colleges, previous work places and
similar locations. Many of these are now online, though
very few are doing much beyond basic database creation
and sharing. Just this year, one of my graduate schools has
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started systematically co-creating executive education
programs with the help of its alumni network - even
though the possibility has existed in technological capability for almost a decade.
Some of the more well known formal networks are organisations such as the Freemasons, the Rotarians and clubs including the chambers of commerce. Each of these was created for a different mission and most still adhere to their
original formal charters. Many of these formal networks are
moving online, at least for the purpose of database creation
and sharing. Contrary to some beliefs, most of them are rather benign associations that create a forum for gathering and
sharing interests.
Many networks of professionals with similar interests exist online either at LinkedIn or through professional bodies
where the only condition of entry is your interest in the topic
  Ǥ    ϐ     
the Global Advisory Board broadened its membership by
ϐ Ǥ
The professional courses, seminars, forums and lecture se ϐ 
body of knowledge on the subject. At the same time, numerous individuals found suitable jobs and professional progression advancement though the network.
Another online informal network I have created on a soǡͷͲͲbers globally and business opportunities worth more than
̈́ͷͲǤ ϐ 
the actual trade that results from the network as trade is
ͶͲ
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 ϐǤǤ
 formal nature and yet enhance its usefulness and relevance
to the participants of the network.
An interesting phenomenon that is just emerging is online
currencies being traded between the informal networks.
These go far beyond online payment and clearance systems
such as PayPal and serve as crypto-currency. So far these
crypto-currency networks including Bitcoin and its clones
are operating near the legal fringes of most economies. Further developments are being watched with interest by the
central banks, supra-national bodies and the political econoǤ Ǧ
underground networks because one can go too far in researching and describing these and stray into illegal or
unethical networks quite unknowingly.

Not all networks are benign
ǡϐ
informal networks exist. Some are even sinister, the most notorious of them being Al-Qaeda. Some of these informal networks
are even online where the identities of the individuals are not
fully known, like the hacker group Anonymous.

Ͷͳ

   ͷ ǧ               

CONCLUSION

In conclusion, I would like to point out that the breadth, as
well as the depth of a network varies according to the need
and purpose of the network itself. Most networks - whether
ϐǡǡ business - are
evolving slowly to meet the needs of the participants, and
continue to make themselves more useful by adding depth
of interaction and/or breadth of coverage.
In the rest of this book, we will focus primarily on the
ǡϐ  Ǧϐ   ness and their  Ǥ ϐ ǡ
we will demonstrate how the business leaders of the future
are busily building networks that will underpin their busiǤϐ
business networks and we will discuss these in details in
the next section.

SUMMARY
Plethora of options in social networks is mind-boggling. Social
networks are popular, but business networks are lucrative.
Basis of competition has long ago shifted from the competition among companies to competition about supply networks.
Market leaders network only with those suppliers and customers who are market leaders in their arena to co-create, design, produce, market, sell and service a whole range of prod42
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ucts and associated services that the customers take for
granted on a daily basis. Valuation of business networks ranges into trillions of dollars. Most CEOs are now familiar with
the power of supply networks transformations in many industries. These supply networks are rapidly undergoing massive
transformations as CEOs adjust business strategies to global
realities. Other examples of networks abound and range from
ϐ ϐǤ
Our understanding of such networks is still evolving.
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WANT MORE?
Be Part of the Conversation
ǤͷǤ 
ǣ̷ͷǤ 
Ǧ ǡϐ  
and fax it, take a photo with your smarthphone and email
it, or send an MMS/SMS
YES, I want more information about how 5-STAR Business
 Ǥ
Please contact me about:
5-STAR Business Network

Innovation: Fire-Aim-Ready (FAR) Innovation
Cash Actualisation: $ee-to-$tore ($t$) Cycle Management
Beneﬁal Growth: Transaction Optimisation Proﬁtability (TOP)
Product Serialisation: Advanced Product Phasing (APP)
Insourced OutSourcing: Results-focused Outsourcing and
Modularisation (ROM)
Other

____________________________________

Name

____________________________________

Title

____________________________________

Company ____________________________________
Website ____________________________________
Email

____________________________________

Telephone ____________________________________

