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    PUBLISHER’S NOTE




    It is undeniable that the world is undergoing a wave of profound changes: innovative technologies transform routines and facilitate our personal interactions; knowledge becomes increasingly accessible; our society is gradually transformed, not only by the impacts of globalization but also by the global awareness of what fits—or does not fit—in this new reality.




    We are one innovation away from the total obsolescence of all our knowledge. The old and the new come into conflict, bringing us to the edge of an entirely unfamiliar world—a world in which cutting-edge innovations and new practices are overrunning known and tested formulas.




    In this dynamic and turbulent scenario, there is no one better than Diego Barreto to explain the nuances of this conflict and guide us through the new path ahead of us. Unafraid of exploring the unknown, Diego stimulates readers with a direct and coherent approach, and a prominent and significant work among the companies of the New Economy.




    In this book that you hold in your hands, dear reader, the author prompts us with an important—and necessary—provocation: What exactly do we want to take into this new reality we are creating? In addition, the text presents possible ways for us to reinvent and readjust our businesses for this future that knocks on our doors every day. I’m quite sure that, just like me, you will not be the same after reading this book.




    Welcome to the New Economy!




    ROSELY BOSCHINI




    CEO and Publisher at Editora Gente
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    FOREWORD




    CHANGE IS THE ONLY CERTAINTY




    Most people overestimate what they can do in one year and underestimate what they can do in ten years.




    Bill Gates




    Many people see the Internet and smartphones’ transformation and think that we live in the age of changes, as never before. Well, this is true, at least partially. One thing we can be sure about in our civilization is change.




    A lot of change. Always. And these changes cause the destruction of the existing companies and the launching of new ones, with countries emerging as leaders and bringing better conditions to their population.This is not something new, that happens only due to the Internet or smartphones. Massive transformations have been happening along the last five hundred years, due to long technological cycles that have completely changed the world, the companies, and the people who live in it.
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    Furthermore, in the 1950s, economist Joseph Schumpeter popularized the expression “creative destruction,” referring to entrepreneurs who develop new products and markets and, by the innovation, destroy companies that have led previous cycles. Schumpeter also professed that these innovation cycles would get shorter, making the new winners quickly lose their recently achieved positions to even younger, more creative players.




    If this reality seems quite distant from us, think about the companies that were icons about twenty years ago, but now are only distant memories of their success. Nokia, for example (the absolute market leader in smartphones, and worth US$ 200 billion), is now worth ten times less and gave way to Apple, Samsung, and Huawei. Kodak is another good example. Because of smartphones, the absolute leader in the photographic niche lost its market relevance during the transition from analog to digital photography. Blockbuster’s destiny was even worse; the most important video rental in the world collapsed and shut its doors after the emergence of Netflix and streaming services.There are many examples like these and in various markets. But this is not something new that only happened because of the Internet. Instead, new technologies and new ways of operating companies—in cycles that tend to become shorter and shorter—end up naturally dethroning former leaders. They create opportunities for new companies to grow, introducing new, better, and cheaper products that reach many more people.




    These changes, technologies, and innovations were responsible for raising the living standards in the world. Even though we live on headlines that only emphasize chaos and disaster, which encourages polarization, when we look through a broader lens showing us the last five hundred years, it’s easy to see how technological innovation has reduced extreme poverty, illiteracy, and death of newborns, but has also prolonged life expectancy all over the world.2 In fact, we can realize huge improvements for everyone, and this is the main benefit from innovation. Of course there is still a lot to be done; above all, it’s necessary to reduce inequalities, to promote more inclusion, and to protect the environment. But it is undeniable that innovations mentioned before have contributed a lot to improve our civilization.




    LIFE EXPECTANCY, 1543 TO 20193
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    GLOBAL CHILD MORTALITY4
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    LITERATE AND ILLITERATE WORLD POPULATION5
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    I believe it’s up to us to keep contributing to the progress of our countries, improving education, and providing equal opportunities for all, with the help of the new tools offered by the Internet and smartphones.




    In the center of the transformation that will take place in the next ten years are the companies of the New Economy. We have the opportunity to use this revolution in our favor. Let’s take the examples of Great Britain (during the Industrial Revolution) and the United States (that used the information technology revolution) to create wealth and reduce inequity to their people.




    I believe that the next big technology companies, those that are worth US$ 100 billion, will not be born in California anymore. The new world allows them to pop up in China, Europe, and also here, in Brazil. So, it’s up to us, Brazilians, to think big, to believe that it’s possible to be among the winners in the New Economy and to search for companies that are really innovative and global leaders. The benefit for them is vast, and not only for its associates but also for the entire society.




    Innovative companies create lots of jobs, pay taxes and develop products that make everybody’s lives much easier. They make the economy more dynamic and create a positive cycle around it, as it’s possible to see in California’s Silicon Valley. We need our next leaders to be here so we can profit from the creative destruction as a nation.




    We have an incredible domestic market, access to knowledge as never before, people that are as competent as anybody I met in my travels to Silicon Valley or China. However, we still lack the boldness to think big and believe that change and the new can bring us the opportunity to benefit the entire society.




    That’s why I believe everybody should read this book—from students to professionals working for traditional companies or those who already work for companies of the New Economy. What is covered here will help us to improve our perceptions of how creative destruction will benefit Brazilian companies. Furthermore, this content will help our country change its focus and stop doing things as they have always been done and embrace a different mentality—that of the companies that will be the great winners in the next transformation cycle.




    The terms of the current disruption include: mindset of innovation, lean companies,* organizations with simple hierarchy, bringing quick and decentralized decisions. Include looking at technology, innovation, and data as a central part of any business. Include to place people first by hearing them and listening to them, learning, and being open to making plan adjustments all the time. They also include the adoption of a protagonist role in reducing social inequalities and promoting diversity, opening your mind to new management models, and seeing digital channels as the main part—the core—of modern companies.




    Change is the only certainty. It’s up to each of us to study for being on the side of those who create value and opportunities derived from it. I hope you agree with me and find all the tools you need as you read this book.




    FABRÍCIO BLOISI




    Founder of Movile and member of its board. Executive-President of iFood. Holds a BA degree in Computer Science from Unicamp, a master’s degree from Fundação Getúlio Vargas, and extensions courses from Stanford Graduate School of Business and Harvard Business School.




    




    

      * Created by Silicon Valley entrepreneur Eric Ries, the lean startup concept applies to the set of processes used to develop prototypes, and it’s designed to validate hypotheses through consumer feedback. This process accelerates the maturity curve of a product before the market. So, the lean startup aims to reduce wasted resources (time, money, etc.) while improving customers’ perception of the product or service.


    


  




  

    PREFACE




    This book is about a Brazil that few people know. A Brazil that is full of opportunities for millions of citizens who do not necessarily belong to wealthy traditional families or do not have relationships with politicians but still want—and can—be successful. And this is not a utopia. The country I describe in the following pages exists and offers opportunities for anyone to grow, as long as they have the courage, the energy, and the will to do something different.




    I have already transitioned from the old Brazil into the new one. In the past, I held executive positions in big corporations. Then I left behind the linear type of job, the career plan, and the bureaucratic management model to enter a dynamic economy in which what really counts is people’s capacity to generate ideas—and to execute them. I studied, worked, taught, and learned so much along this journey that I’ve decided to register on these pages the economic rationale and some of the management concepts tested day after day, to encourage people like me—who do not conform to the perpetuation of slow and highly hierarchic systems that result in a country with substantial inequality—to search for more diverse, inclusive, and sustainable development solutions.




    I can say I grew up inside a company. In the 1980s, my father abandoned his corporate job to open his own business: a cargo transport company in Uberaba, Minas Gerais, where I was born. I followed him around and witnessed moments of euphoria and despair when he almost went to bankruptcy. I felt on my skin what Brazil could do to entrepreneurs: it crushes and tries to kill them.




    But despite my father’s courage and insistence on keeping his own business, he wanted something different for his son and daughters: a safe future. That’s why I ended up moving to São Paulo. I wanted to go to Law School. And then, I trod the traditional path to achieve my goals. I worked as an intern for a law firm called Mattos Filho; I was part of the financial team of Lopes Consultoria de Imóveis, a local real estate agency; and I also worked at AES Brasil. It didn’t take a long time for me to carve out what many people would call “the dream job.” At the age of 27, I became the finance director of Construtora OAS, a construction company that used to make R$ 10 billion per year and operated in more than twenty countries. I had also become a professor at Fundação Getúlio Vargas (FGV) and at Fundação Instituto de Administração (FIA), and written my first book—Direito, gestão e prática: finanças aplicadas ao direito (Law, Management and Practice: Finance Applied to Law).




    Back in 2014, the Brazilian economy was strong, and the country’s GDP was growing. That was the perfect time for me to reach a new level in my academic life, so I went to Switzerland to get a master’s degree and take an MBA program at IMD Business School. That was the turning point for me. I discovered the importance of diversity: I shared a classroom with ninety students from 42 nationalities, which showed me how much it was possible to learn with our differences; I learned what leadership really meant, considering that this concept is often mixed up with management in Brazil. I had the opportunity to make lots of mistakes and realize the importance of testing things many times until I could find the best solution. So, in hindsight, I have learned how to make better and more useful mistakes.




    Then, one day, someone said something that would deeply disturb me. During this Economy class, one of the professors said that it would be impossible for Brazil to succeed, because it was extremely dependent on capital and political arrangements to consolidate itself as an entrepreneurial nation. Furthermore, it held countless entry barriers, and, from a medium and long-term perspective, the high GDP numbers for those years did not represent the reality.




    As a matter of fact, after many books, debates, and long nights of study, I concluded my professor was absolutely right. That’s when I started to look for different and alternative paths and learned about the New Economy. In this economy, businesses can exist thanks to globalization and mass connectivity; they are developed in transparent environments, with meritocracy of ideas, allowing the new generations to do things completely different from the past ones, in chains integrated by proprietary technology.*




    Finishing my MBA, I returned to OAS; however, my mind was elsewhere. That’s when I started to simultaneously mentor dozens of startups to understand better entrepreneurs’ behavior and the kind of management that could leverage future companies. Startups structure their business models under uncertain conditions but are capable of high scalability. Shortly thereafter my return to OAS, I accepted the position of Finance Director at Suzano.




    Then, after more than ten years working with the old economy, I finally changed my mindset. I received a job offer from Movile, a technology company that invests in several digital businesses. That was, indeed, the biggest test to me: leaving my high-paid job and accepting a salary that was 60% lower at Movile—when I still had three other job offers that were similar in pay to the one I had at Suzano. Accepting the salary reduction would mean I really believed in the new model and was ready to bet my money on people-driven success. And I was. At that moment, I knew that was the right move to make in my career. Today I can clearly see that this is the true DNA of the New Economy: entrepreneurs are not after immediate profit; they are interested in building aligned and incentivized value chains so that profit comes from highly engaged customers, which becomes a competitive advantage.




    At Movile, I spent the first two years working in a business unit that operated their main online ticket sales platforms for concerts, plays, and other events. The first six months were painful. I was used to behaviors and proceedings I had acquired in corporations that had billions of dollars to spend, making it possible that almost anyone in the business world was just a phone call away from me. Then, one day, I had to solve a problem with a big bank. I simply sent an email to three of its executive directors, but they never replied. The thing is: in traditional companies, the bigger the size of your “chair,” the more it will open doors for you. But you’ll only understand that when you are no longer sitting on that chair. It took some time for me to get used to this new way of working.




    And, to make matters worse, we couldn’t get the business off the ground quickly.




    However, one of the premises of the New Economy we will see in this book is: mistakes are not necessarily something negative. The way you deal with them will define your successes or failures. At that moment, I could have run away and returned to traditional corporations, but I decided not only to stay but also to invest my own money in the company. My bet was successful.We changed the game, and right after that, I started a whole new story at iFood, another company of the Movile Group.




    Nurturing the Future of the World is iFood’s purpose. My biggest challenge as the company’s finance and strategy vice-president was to lead a business deeply set on proprietary technology and artificial intelligence, and whose modern management model is still a novelty in the Brazilian market. Actually, the way we operate is still unclear to most companies, which poses some difficulties to us. Moreover, the speed we give to the growth and use of proprietary technology might be staggering to some people. But these are the characteristics that define us and still need to be assimilated by people in our country.




    It’s still a big challenge, but my work at iFood does not prevent me from keeping track of the development of startups in different countries. Many of them can turn into the next unicorn,* that is, be included in the group of startups worth at least US$ 1 billion. Right now, I’m a mentor, for free, at Endeavor, 500 Startups, and Liga Ventures, among others, and that is how I learn more and more every day. I give dozens of lectures to schools and universities, all voluntarily. I’m part of the board at Poder do Voto, an organization that uses technology to create a stronger connection between voters and their representatives in Congress. I’m also a member of the board of directors at old economy companies that are bridging to the New Economy and a professor in institutions like Be Academy and Link School of Business (LSB). I’ve always tried to get close to the academy since I was a professor at FGV, FIA, and Casa do Saber. I believe in the importance of learning from people and being part of their training.




    Moreover, all those side jobs have a purpose: to give back to this ecosystem what it offers us. The New Economy executives know the importance of keeping the chain in constant flow and replicating businesses and lessons.




    This book results from an executive career of doing business in almost thirty countries. My jobs allowed me to look at different economies, behaviors, strategies, decisions, and consequences. My MBA from IMD and the period of almost ten years I spent teaching have taught me the importance of being curious and the value of research and academic rigor. I entered the New Economy mentoring hundreds of startups in different countries—as well as my journey at Movile and iFood—which allowed me to get off the stage and live through what I had imagined and conceptualized in my mind. Over ten years spent in the old economy and my presence in different boards in traditional companies were quite useful—and still are—as a rebuttal. It took me more than one year researching and writing this book, with a team of three highly skilled people in honing the concepts and engaging in debate.




    My goal is simple: the bigger the number of Brazilians who succeed with the New Economy, the better for the entire ecosystem and our country’s development. In the following pages, I’ll tell you how that is possible.




    DIEGO BARRETO




    




    

      

        * Proprietary technology results from a company’s efforts to innovate and in-house develop solutions faster and more efficiently. I will discuss this concept in more depth in the following chapters.


      




      

        * Aileen Lee, founder of Cowboy Ventures, coined the term “unicorn” in 2013, refering to those companies.


      


    


  




  

    INTRODUCTION




    THE NEW BRAZILIAN ECONOMY




    Most books are written about the past. This one is about something that is still in progress.




    The first ideas about the New Economy date back to the 1980s, when the global and connected society we live in these days was already being outlined. In a movement that would merge technological, behavioral, and cultural revolutions, old structures started to crumble, and the business world had a decisive role in this process. The weakening of old practices and values not only signified a “change in trends” but also reflected a transformation in all aspects of our lives.




    In Brazil, this movement only started to gain strength later, in the 21st century, as in a clash against our most archaic structures. By fits and starts, we begin to enter the world scenario. We started having increasing access to technological resources, knowledge, human capital, as well as logistics, financial, and telecommunication integration.




    Nowadays, we are already immersed in big data,* a reality in which assessments, decisions, and predictions that used to be made by human beings are beginning to be carried out by algorithms. This is precisely the horizon glimpsed in this book.




    Almost two decades ago, Jeff Bezos, founder and CEO of Amazon, told his employees that Amazon was not a retailer—it was a software company:




    Our business is not what’s in the brown boxes. It’s the software that sends the brown boxes on their way. Our ability to win is based on our ability to arrange magnetic particles on hard drives better than our competition.1




    This is the inescapable reality of the future, where mass access to technology boosts growth and generates value through productivity. That is a path that can make a country more competitive, with lower prices, higher wages, and more jobs. 




    Frightened by the proximity of such a revealing transformation, some people might argue that millions of jobs will disappear due to the New Economy. After all, the advance of technology will suppress the use of the workforce. However, the effects of progress on humankind’s living conditions have proved to be positive after all. Take a look at the following charts:2
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    The global GDP grew exponentially after the Industrial Revolution, generating wealth in a way that had never been witnessed by society before. It’s undeniable that technological revolutions have created unprecedented wealth, moving, over time, the world population above the poverty line. So, we can’t forget that the severe poverty experienced in other times was more widespread than the one faced today—to a great extent, thanks to the evolution of science. Thus, trying to understand the world’s transformation by focusing only on short periods of time is an erroneous simplification.




    THE AGE OF INNOVATION




    The broad concept I have framed concerning the New Economy refers to replacing the logic of the manufacturing process by another one, which is supplying products and services associated with developing proprietary technology by companies with digital business models. That is, where there is a convergence of multiple technological innovations, enhanced by connectivity. This concept is represented by dynamic companies in the forefront of management, which began to emerge as vertices of productivity and growth.




    Little by little, this static type of economy—strongly dependent on natural resources and commodities—gives space to another: one focused on continuous innovation; supported by management models that are more agile and less hierarchic; formed by groups characterized by diversity; and much more concerned about sustainability. The consequences of this movement are many. The New Economy companies destroy some old rationales, such as the logic behind the so-called necessary relationship between private businesses and the state or the need for subsidies and protectionist measures. These companies believe in transparency and the value of good ideas instead of holding to property and status quo. That’s an age of new entrepreneurs, burying the tendency to immobility of those who lived counting on privileges.




    The technological, economic, and social interactions brought about by these transformations generate shocks, consequently, friction in society. That is, new phases of the economy will face resistance from people and well-established institutions. At first, the perception of a wave of change may cause chaos and contradictory social effects, but then there will be natural adjustments that will bring positive results through regulation, education, social behavior, and ideas.3




    CONTEXTUALIZING THE PAST




    In the past, the Old Economy was associated with an expression established in the history of American industrialization: the robber baron.4 EIt identified the entrepreneurs of the turn of the 19th and 20th centuries. They made a lot of money by adopting practices that were considered unethical and even unscrupulous. That resulted in a monopolist and oligopolist economy dismantled years later. It wouldn’t make sense to use this expression to describe Brazilian business (even though we had many barons of our own indeed). Still, there are some obvious attributes that both groups—American and Brazilian—share. I will talk about those in the following pages. Regarding privileges, I will choose a quite Brazilian expression: “the national champions.”*




    The main characteristic of these companies is their condition as oligopolies (or almost so), which grants them market control and, thus, the possibility to raise their prices as they please, provide poor services, and still profit more than their competitors. That is the real story behind Brazil’s inequality, inequity, and wealth concentration. In fact, this has been the case since the dawn of our colonization process, when the King’s friends were granted land concessions, special licenses, subsidies, massive fiscal incentives, and trade barriers.




    Consequently, to this day, companies of the Old Economy lack the motivation to innovate. Gillette,5 is a good example, well-known for its disposable shaving razors. There were several razors available in the marketplace at the beginning of the 20th century, but King Camp Gillette developed this cheap version of a dischargeable fine steel safety razor. This stimulated a business model in which razors were sold for a low price to increase demand and expand the market.




    In the beginning, Gillette used to patent its innovations to protect its investments. However, after one century, the company stopped making important innovations and kept on providing only minor adjustments to their products. Nevertheless, the company still issued new patents even to the smallest alterations. The problem is: patents like these are only effective as a market barrier. Besides this practice, Gillette also acquired companies that used different business models and could challenge the traditional market. It’s exactly this type of management that makes a company slow and lazy and, thus, unable to search for transformative innovations for its products or services, to invest in more radical changes in their business models, or to adopt more complex technologies. So, in the end, when some other razor suppliers decided to stay and compete, Gillette started to come across difficulties: its customers were offered a choice. They could finally abandon this abusive commercial relationship.




    So, while the New Economy envisages a long journey with their clients, the Old Economy tries to ensure that each business transaction is always extremely profitable but barely good for their customers.




    A SHIFT IN POWER




    There is, of course, the preoccupation that technological titans hold this exaggerated market power, for they exert control not only over data itself but also over the technologies that allow us to enjoy ultra-connectivity. And this whole set of information becomes exponentially more valuable when it’s cross-referred. However, it’s this capacity to predict customer behavior, select the best offers, and answer people’s demands and requests that automatically offer an essential advantage in the New Economy. The capacity to adjust the business model and scale more safely bears the benefits to the value chain. If the product is minimally viable, the company’s ability to scale will determine its success.




    Here there is a meaningful change in terms of power and influence. Oligopolists start to give space to boys and girls who simply can’t tolerate a country for just a few, that is, for the old elite’s “aristocracy” and its heirs. This is the same structure that has always granted advantages to white, heterosexual men from the middle class (like me). It’s not by accident that the New Economy’s vocation is more inclusive, despite (it’s necessary to say) the fact that there’s still a lot to do. Unfortunately, the results achieved so far haven’t been impressive. The New Economy knows that diversity of talents has become a matter of survival for companies: women, black people, desabled people, LGBTQIA+ public and other groups historically excluded from the corporate environment, must be respected. These people represent a part of society that has nothing to do with the old and slow corporate culture. They can bring new practices grounded on network learning and the associated technologies.




    It’s about a cultural transformation, which is also technological, economic, social, and even political. It is a matter of taking capitalism out of the infamy where it was put by the bad practices of the Old Economy. On the other hand, the New Economy brings an idea of Conscious Capitalism which grows exponentially, taking into account inequality and environmental issues. Such change has produced leaders and companies capable of changing value chains that have been stagnated for decades.




    It’s quite necessary to distinguish between businesspeople and entrepreneurs. Businesspeople have what it takes to perpetuate a company or a business inside a company; entrepreneurs can find opportunities that create value. They set up companies or businesses inside a company by producing new ideas.




    One can be a born businessman and become an entrepreneur. Or be an entrepreneur and learn how to be a businessman. Of course, it’s also possible for someone to be only a businessman or an entrepreneur forever. New entrepreneurs are redesigning business models, connecting people, partners, and governments, and creating ecosystems that eliminate intermediaries and allow the fluid participation of all. In companies dedicated to robotics, biotechnology, or artificial intelligence, the Brazilian New Economy adopts platforms to automate end-to-end engagement and leverage assets through sharing. Power comes from the total collaboration of the individuals. These entrepreneurs are not afraid of making mistakes. On the contrary, they value the power of immediate reaction. They operate through multidisciplinary teams, decentralized and supported by social technologies that promote horizontal interactions. However, we are only experiencing the beginning of this process. Meanwhile, we can still listen to the echoes of the Old Economy, insisting on old practices like overestimating people’s experience or promoting them for the years of service (seniority).
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