

[image: Illustration]




 


 


Paul Skinner is the founder of the Agency of the Future, a consultancy that helps clients and partners create Collaborative Advantage to drive organisational success, create economic value and improve lives.


He is also the founder of Pimp My Cause, which uses cause-related marketing challenges to enhance the capabilities of individuals and teams and supports over two thousand charities and social enterprises with access to pro bono marketing in the process.


In 2014 he was awarded an honorary visiting fellowship at Edge Hill University business school and has twice won Consultant of the Year awards from the Chartered Institute of Marketing.


Additional praise for Collaborative Advantage


‘Use this book from the pioneer of Collaborative Advantage to grow your business exponentially and make competition for losers’
Sir Tom Shebbeare KCVO
Chairman, Virgin Startup and Virgin Money Giving


‘We live in a world where collaboration and collaborative culture are key to unlocking future success. In this work Paul Skinner has set out a highly precious set of gems for anyone tackling a complex task. Whether in business, not-for-profit or social environments, this is a must-read’
Damian Ryan
Author of Understanding Digital Marketing and Partner,
Moore Stephens


‘The new business formula in a world of open innovation and creativity is about getting on and not just getting ahead. Co-operation is no longer a niche. It is a core competence. This book by Paul Skinner, the great advocate of Collaborative Advantage, is a handbook for success in this new commercial world’
Ed Mayo
Secretary General, Co-operatives UK
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‘In the long history of humankind (and animal-kind, too) those who learned to collaborate and improvise most effectively have prevailed.’


Charles Darwin, The Origin of Species, John Murray, 1859


‘May this book teach you to be more interested in yourself than in it, then in everything else more than in yourself.’


André Gide, Les Nourritures Terrestres (The Fruits of the Earth) Gallimard, 1895, translated by Paul Skinner


‘Sentiment without action is the ruin of the soul.’


Edward Abbey, A Voice Crying in the Wilderness, St Martin’s Press, 1990





This book needs you!



I believe you are reading this book at a turning point in history.


I shall argue that creating Competitive Advantage may no longer be in the best interests of your business. Indeed, I would suggest that many of the assumptions embedded in the idea of Competitive Advantage and the models used to create it may actually be holding you back, even when you are not consciously choosing to adopt them. I’ll introduce the alternative concept of Collaborative Advantage1 and present an approach to creating Collaborative Advantage that can be applied to transform your business, achieve a new level of success and likely change the world for the better in the process.


This book about collaboration is itself the product of collaboration and also an invitation to collaborate. It has emerged from my own work running a consultancy called the Agency of the Future and the social enterprise Pimp My Cause. It has been shaped by hundreds of acts of collaboration, many of which feature later in the book. It is an invitation to collaborate in that its value ultimately lies less in what I write than in what you choose to do with it. Reading it should feel like stepping into a workshop to be challenged, to learn from the examples of others, to explore what you might do in their shoes and to work out how the ideas being discussed can help you achieve your own goals. I may serve as a guide but you select the ultimate destination.


Each chapter invites you to reflect on the provocations within it and use the techniques and ideas to build a new strategy for your own organisation, initiative or project. Regular ‘quick review’ sections will help you to monitor your progress and assimilate the key points into your own strategies for success. Part Two includes a strategic audit that will help you to apply specific techniques to drive the growth of your business by creating Collaborative Advantage.


If my wish and opportunity were one and the same I’d be sitting there with you now, taking you through the ideas and exploring with you how you can use them to help you reach your goals. As it stands this is the closest thing to that I can offer you for the moment – though I hope that beyond this starting point we’ll find further ways to collaborate in the future.


The book is structured in three parts to address the questions:


• Why should we create Collaborative Advantage?


• How can we create Collaborative Advantage?


• What can we use Collaborative Advantage to achieve in practice?


Part One proposes Collaborative Advantage as a better goal for business strategy that is more aligned with the needs and opportunities of our times and does more to achieve success in our interconnected world than the conventional concept of Competitive Advantage. Part Two introduces the Outside In framework which can be used to maximise the Collaborative Advantage that you can create by re-imagining the structure and function of your organisation as a platform for collective participation in achieving your goals. Part Three explores the full range of organisational benefits that can be achieved with Collaborative Advantage and illustrates the world of opportunities that can be opened up by applying the concept.


A couple of years ago I read The English Rebel by David Horspool and was immediately struck by two things. First of all, by my observation that the period of history covered by the work, subtitled ‘One Thousand Years of Trouble-making, from the Normans to the Nineties’, means that effectively this history of rebellion is one that extends up to the very years in which Tim Berners-Lee was recruiting supporters to help him build his World Wide Web (which can be viewed as a foundational enabler for unlocking some of the most significant societal transformations of all time). And secondly, by the book’s amazing opening line. ‘Rebels, unlike rulers, don’t often get the chance to build things.’2 Indeed, the history of rebellion that Horspool describes is, in the writer’s own words, ‘a history of failure’. But what will the history of rebellion read like at the end of the twenty-first century? What does a world look like in which rebels do get to build things? And what approaches can these rebels use to make sure what they build can last and mark a meaningful improvement on what has gone before it?


The internet and global connectivity may have the potential to radically redistribute power and influence away from ‘rulers’ – people with money and expertise – and towards people with influence and networks – who may often be ‘rebels’ in some way or other. At their best, these original thinkers may stand apart for their authenticity and ability to see the world differently. And they may be called upon to enable others to take action according to that worldview. Such ‘rebels’ see what is missing in the status quo, speak eloquently in favour of new ideas and recruit the support of their peers to build valuable new businesses or create irresistible movements for positive change, capable of delivering real results. In an ever more connected world, with an increasing range of ways to reach out to others in person and online, such rebels do not even have to be extroverts. They may be quiet rebels, able to articulate an alternative vision that can be quickly embraced by like-minded people in their communities and all around the world.


Horspool’s history describes the often gruesome fates of a thousand years’ worth of rebels. But will the history of the twenty-first century show that the risks today are borne not by the rebels but by the incumbent rulers? What opportunities are there for a rebel to disrupt your industry? And who might that rebel be? Could it be you?





 


________


1 As a word on nomenclature, different commentators also refer to ‘sustainable competitive advantage’ or ‘strategic competitive advantage’ among others. These descriptions refer to aligning the resources controlled by an organisation in such a way as to make a superior customer proposition that can confer a business advantage. I use the simple capitalised term ‘Competitive Advantage’ throughout for simplicity and to make the distinction between Competitive Advantage and the concept of Collaborative Advantage. Similarly, while other authors have used the phrase ‘collaborative advantage’ to communicate a variety of approaches and benefits in particular contexts, such as following a merger or formal partnership between two organisations, I use the capitalised phrase ‘Collaborative Advantage’ to refer to the radical alternative way of understanding and developing overall organisational strategy that I have developed independently and on which this book is based.


2 David Horspool, The English Rebel: One Thousand Years of Trouble-making, from the Normans to the Nineties (London: Viking, 2009).





PART ONE: WHY?




Collaborative Advantage: a better goal for business






CHAPTER ONE



Introducing Collaborative Advantage


The view from outer space


As a tennis fan, one of my most satisfying experiences was watching Andy Murray win his first Slam by defeating Novak Djokovic in the Wimbledon final of 2013, a match which ended a seventy-seven-year dry spell in which there were no male British winners of the tournament. On the face of it, this was competition at its most intense. The world No. 1, versus the world No. 2, in the final of the most prestigious event in the tennis calendar.


And yet, were an alien from outer space to have been watching alongside me, in an attempt to understand how to succeed in life on Earth, what would he have seen? The alien would have seen two men, holding remarkably similar pieces of equipment, hitting a ball between each other within a mutually agreed territory. Our extra-terrestrial visitor would have seen them perform this action according to a mutually accepted set of rules and protocols, both consenting (albeit with varying degrees of enthusiasm) to the oversight of one man in a chair presiding over the game, backed by a group of men and women strategically placed around the court to monitor the placement of the ball within the agreed territory. The alien would have seen the careful orchestration of the boys and girls supplying the two players with the balls they need to play each point and more broadly would have noted the larger context of Centre Court, with fifteen thousand spectators, all turning up at the same time and place, taking their allocated seats through a collectively accepted distribution mechanism. He would have seen the spectators watching closely and maintaining (almost) perfect silence during each short burst of play while making a high level of celebratory noise in between these bursts. And he may well have also been able to interpret the use of the cameras behind and alongside the court and deduced the likely arrangements for millions of people not physically present at the court to enjoy the spectacle. If he’d been given access to a mobile phone and was able to make himself understood he could perhaps have provided a unique commentary on proceedings that could have reached millions of people on social media and no doubt been picked up by the broadcasters and mainstream press!


In service of the creation of one act of intense, career-defining, limit-breaking competition at the centre of the picture, he would also have noted many thousands of acts of cooperation, governing everything from the strings in the players’ racquets to the refreshments in the spectators’ mouths. So if our guest alien were to write a report to send back home on how humans achieve success, would he not be likely to describe it primarily in terms of how we sew together these countless remarkable acts of cooperation?


Indeed, it is our ability to cooperate in large numbers that separates us from other species.


I remember crouching next to an enclosure at the zoo with my father when I was a small child, gazing at a gorilla that had caught my attention. We assumed the same static pose and appeared equally interested in each other’s presence. My father said afterwards that he wasn’t sure which surprised him more, the unusually calm concentration of the child or the serenely composed returned attention of the ape. Each might have seemed equally improbable. Yet the reality is that, individually, surprisingly little might separate the ape from the human in the eyes of our guest alien. In fact, even in small groups, our behaviour is not that different to our genetic cousins. But en masse the differences in behaviour are abundantly clear. A Centre Court full of monkeys would be unlikely to comply with the behavioural codes of the All England Tennis Club!


The critical success factor enabling Homo sapiens to rise to the top of the food chain was the development of our flexible language, making us capable of expressing imaginative concepts that transcend the immediately tangible world around us to form ideas around which collective organisation at scale becomes possible.1 For the alien to report back on his Wimbledon experience without seeking to understand and convey the underlying story that united the thousands of people present in a shared understanding of what they were watching would miss the point as clearly as if the alien did nothing more than report back on the composition of the yellow fluff on the outside of the balls.


Narratives of shared understanding shape our actions and create roles for us to play that in turn reinforce, shape and transmit these stories across whole societies. They are malleable and capable of rapid change to drive new behaviours across communities and populations. With modern communications technology, the flexibility of our imaginative ideas can reach across the boundaries between people, organisations and geographic locations to extend the potential for collaboration exponentially. What could you achieve by better understanding and harnessing the potential that these forces of mass cooperation can bring to bear on the success of your organisation?



Creating Collaborative Advantage



Collaborative Advantage is a practical concept that can support you in bringing more of the value-creating potential of the outside world into your business, government programme or social organisation. Whatever you seek to achieve, if you can identify and mobilise the people who have the greatest potential to achieve that goal alongside you then you are on the road to achieving a new level of success.


The book is designed primarily to provide systematic support for people seeking to grow their organisations. If you run a business this approach can help you do more to improve your customers’ lives and achieve new levels of goodwill, revenue and profitability; if you run a part of a business it can help you to radically increase the contribution that the activities you lead make to the business and the people it serves; and if you run a charity or social organisation it can put you in a position to greatly increase the positive change that you work to create.


Collaborative Advantage can help you achieve these results by enabling you to:


• Mobilise staff, collaborators, customers, partners and other stakeholders around a common purpose that engages the support of everyone you need.


• Foster improved innovation, better customer or beneficiary experience, increased market reach, greater loyalty, increased income and more ambitious partnerships. A whole host of external contributors will be empowered to become key allies of the business.


• De-couple your potential for growth from the level of resource your organisation controls and remove the upper limit on what you can achieve.


Collaborative Advantage can enable you to achieve more by working with the fuller value-creating potential of the outside world. Creating it, however, is an active process that may require you to understand your organisation in a different way and to discover new approaches to driving its success.


The book presents the Outside In framework that can help you to maximise the Collaborative Advantage that you can create by re-imagining the structure and function of your organisation as a platform for enabling the kind of collaborative value creation that far surpasses anything you could achieve using your own resources alone.


The Outside In framework involves five steps:


• Step One Find Common Purpose, the most crucial and the most fundamental step. This consists of identifying what it is that you enable people to do better, framing it in a way that is attractive to them and orientating your whole organisation around enabling this pursuit. This step unlocks powerful calls to action and sows the seed of a new story that will ultimately re-define what your organisation is, why it exists and the contribution it can make to the lives of its customers and other stakeholders.


• Step Two Create Opportunities through the design of useful and interesting ways for people to engage in the specific pursuit you have identified in Step One. Whether you supply products, services or other offerings, what matters most is how people use what you deliver and the role it plays in their lives or work. Enhancing this experience is a powerful route to success.


• Step Three Engage Participation to create an environment conducive for the kind of pursuit that you have defined in Step One and enabled in Step Two. This is about defining the ‘rules of your game’, creating different roles – for example, for different stakeholder groups or for people with differing levels of interest and commitment to play – and creating the social customs, habits and rituals that support people in participating in your offerings along-side each other.


• Step Four Iterate and Accelerate by developing a deeper understanding of your early adopters in order to be able to better address their needs and to use their influence to reach a broader mainstream.


• Step Five Build Partnerships by identifying partners who can help you to grow faster and further than you could alone. We’ll analyse the types of partnership that can create most value for your business and explore how to make them work best.


Collaborative Advantage articulates a way of doing business that can be both more profitable and create greater benefits for customers as well as for the communities they live in. It can be used to bring fulfilment to the aspiration expressed by Richard Branson in the Global Transformation Forum in 2017 that a business should be ‘an idea to improve people’s lives’.


It is not against free markets nor does it deny that customer choice is a powerful driver of the value creation process. On the contrary, my proposed approach not only accepts that observation, but goes much further by showing how even greater value can be created when consumers and the full range of a business’s stakeholders not only make their own choices but also have the opportunity to go beyond that to become active participants and contributors to the success of the business.


As the Wimbledon example has shown, I do not argue that competition and collaboration are opposites. Indeed, I readily concede that a great rivalry can be one of life’s most thrilling pleasures! However, I hope to develop a strong case to suggest that competition is now no longer the most helpful metaphor we can use to help us design organisational strategy and that models of creating Competitive Advantage are becoming increasingly broken. In particular, their core assumption that value should be created exclusively inside the business no longer stands. Indeed, businesses are becoming more and more effective at harnessing the value that can be created outside the organisation by customers, users, supporters and partners.


In this book we’ll discover how Collaborative Advantage is better aligned with:


• The demands and opportunities of our increasingly interconnected world.


• A more accurate understanding of the processes of value creation.


• The challenges of an increasingly complex and surprising business landscape.


• A true understanding of human decision-making.


• The explosion in collaborative business models.




The Outside In framework is a tool that can be used to systematically maximise the contribution you can bring from the outside world into your business.





It can be argued that most business problems and indeed most of society’s problems pose challenges that we cannot address alone. Where our success depends on the participation of others we are reliant on tools of influence rather than on tools of control. Collaborative Advantage can help us to forge a path to success that effectively engages people we are not in charge of in helping us achieve our goals. And the Outside In framework is a tool that can be used to systematically maximise the contribution that the outside world can make to a business, charitable organisation or government programme.


What could you achieve with more of the world on your side?



Quick review



• Competition and collaboration are not necessarily opposites – but creating Collaborative Advantage can be a much better way of understanding how your business can achieve the greatest possible success.


• Our human ability to form ideas that enable cooperation may be our most important distinguishing capability as a species. And businesses can represent powerful cooperation-enabling ideas.


• Collaborative Advantage can help you achieve a new level of success by bringing more of the value-creating potential of the outside world inside your business.


• This can involve re-thinking what the business is and what it enables the world to do better.


• The Outside In framework can be used to better engage the outside world by helping you:


■ Find Common Purpose


■ Create Opportunities


■ Engage Participation


■ Iterate and Accelerate


■ Build Partnerships


• Creating Collaborative Advantage is better aligned than models of Competitive Advantage with how value is created in our interconnected world, with how the business fits in with its customers’ lives and with how people make choices and decisions in practice.





 


________


1 Or as Yuval Noah Harari writes, ‘The real difference between us and chimpanzees is the mythical glue that binds together large numbers of individuals, families and groups. This glue has made us masters of the creation.’ Sapiens: A Brief History of Humankind (London: Vintage, 2015), 42.





CHAPTER TWO



The rise of Competitive Advantage


Competition and the birth of strategy


Before we explore the implications and techniques of Collaborative Advantage in greater detail, it is worth situating the concept against the backdrop of its predecessor. Although I argue that Competitive Advantage is no longer the most useful way to develop strategy, it has nevertheless hitherto been one of the most successful ideas in the history of business.


Indeed, the history of business strategy so far can be seen as essentially a story built on four different versions of the same idea: that businesses must compete to win.1


The four versions of the idea were in their own different ways developed by the three pioneers of strategic consulting and the most prominent business school professor of all time, namely, Bruce Henderson (founder of the Boston Consulting Group), Bill Bain Jr (founder of Bain & Company), Fred Gluck (former chief executive officer of McKinsey) and Michael Porter (Bishop William Lawrence University Professor at Harvard Business School).


Something that is hard to imagine today is that, before the work of these men began in the early 1960s, the concept of ‘business strategy’ barely existed as an identifiable idea. At Harvard Business School, the major programme required of all business school students was not strategy, but ‘business policy’. Management training appeared to focus more on how to fit in and follow due process rather than how to develop new business advantage. Management practice revolved around ‘planning’, an often internally focused and highly bureaucratic process. And strategic consulting did not even feature among the list of available services of the world’s leading business advisers, McKinsey.


Two factors drove the success of the idea of Competitive Advantage. The first was the ability to package the concept in a marketable form. This heralded what might be called the first ‘retail promotion’ of a business idea. The second was a backdrop of market de-regulation, with waves of globalisation and the dawn of the internet, all of which served to substantially increase the percentage of human and organisational activity that was subject to competition, as well as the speed, breadth and intensity of that competition. Compared to today’s business environment, some areas of corporate life might have appeared somewhat sleepy to today’s managers, accustomed as they now may be to reaching under their pillow to check their Twitter feed at 2.00 a.m.


Bruce Henderson, the Boston Consulting Group


In 1964, led by business maverick Bruce Henderson, the Boston Consulting Group (or rather as it was known then, rather incongruously, the Management Consulting Division of Boston Safe Deposit), initiated the marketing of business ideas. They began with the launch of ‘Perspectives’: short essays to explain to managers and leaders how unlock fresh business advantage. They also launched the ‘invitation-only’ business conference format for a select range of business officers – concluding in the early stages, perhaps unsurprisingly, that they as consultants had more to learn than the invited practitioners.


In 1965, as the firm changed its name to the Boston Consulting Group, it decided to focus on ‘business strategy’, a field that at the time was unoccupied. The positioning on marketing ideas continued with a greater attention to developing new insights from within the firm as opposed to re-packaging existing business wisdom. But the real breakthrough came with the invention of a new tool that would have a profound impact in both raising the awareness of competitive strategy and on changing the way the largest and most powerful corporate organisations conceived of, designed and implemented strategic plans.


In 1966, in response to the problems that a client organisation, General Instruments, was having with matching competitors’ prices for television set components, Bruce Henderson and a new consultant at the firm looked at existing research into organisational learning curves. They then took a creative and analytical leap in the creation of a new ‘experience curve’. The learning curve posited that the cost of labour in producing an item declines as volume increases due to a learning effect that drives efficiency and Bruce and his young protégé took inventive steps. Firstly, they integrated all costs – not just the cost of labour – and, secondly, they equated volume with market share, in recognition of the fact that the firm with the greatest learning or ‘experience’ would necessarily have achieved the greatest efficiency and lowest costs. This conclusion provided great reassurance to the market leaders in any given industry and a wake-up call for everyone else. The experience curve demanded that executives consider their positions and formulate their strategy with a primary regard to the position on the curve they occupied in relation to their competitors – and it was this major new external focus that catalysed competition as the new organising principle for business success.


The tool was also used alongside measures of market growth as the basis for the development of the first consulting ‘product’: the application by the Boston Consulting Group of their subsequent Growth Share Matrix to client organisations. This became one of the most iconic management consulting tools of all time, allowing the firm to plot lines of business at a client organisation in a matrix where they would be categorised as cash cows (high market share, low market growth), stars (high market share, high market growth), dogs (low market share, low market growth) or question marks (low market share, high market growth). The implications for senior management lay in how they should manage their portfolio of business units according to their relative competitive strength, typically harvesting profit from cash cows, investing in stars, disposing of dogs and choosing whether to strongly back or pull away from question marks.


Bill Bain Jr, Bain & Company


The second major embodiment of the concept of competition-based business strategy came in the form of Bill Bain. Bain began his career at the Boston Consulting Group, where he led a division that was set against the two other divisions of the group in an artificially managed internal competition to see which could generate the most profits. Ironically, when Bain’s division prevailed, this resulted in the group vice-president and most of his senior players at the division deciding their victory indicated they could go it alone. They left the Boston Consulting Group to found Bain & Company which went on to become one of the Boston Consulting Group’s most dangerous rivals.


Bain & Company adopted a similarly relentless focus on competitive strategy and they centre their attention to this day on the three ‘C’s – costs, customers and competitors. A key difference, however, came in the way they structured client relationships. They sought to differentiate themselves not by delivering strategic reports or plans as finished products but rather by embedding themselves within a client organisation and delivering a strategic competitive capability through an ongoing relationship that, month-by-month, would support the client’s bottom line, then ultimately the value of their shares. This was boiled down into the key proposition not of selling ‘advice by the hour’ but rather of selling ‘profits at a discount’. To reflect the Competitive Advantage they could bestow, unlike the Boston Consulting Group they would only ever work for one client within any particular industry and would carefully track the stock performance of their clients versus those of their competitors. And in contradistinction to the Boston Consulting Group’s externally facing thought-leadership strategies, they kept as much of their knowledge secret as possible, rarely divulging their expertise beyond their client base, in a way which served further to arouse intrigue and mystique.
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