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wave of insurmountable injustices
that could eclipse the significant
problems we already face today.

In light of these heightened stakes, we
propose that the venture industry and
founder community can each derive
benefit from a new and collaborative
justice-driven framework that can
facilitate the change to which many
investors and founders are already
personally committed. This framework
can become a shared headspace

for the two groups— investors and
founders—to come together to create
lasting economic and social value.

We thus propose three core elements
that should serve as north stars for a
new collaboration between justice-
driven innovators and investors looking
to create both justice and profitin the
WebY world. As we explain, these
elements leverage the convergence
of business and justice in traditional
areas that touch product-market

fit, market-sizing, team-building,
and strategic partnerships.

The core elements for justice-based
collaborations are: ({) select an
endeavor that seeks to remedy a
massive unjust or unethical shifting
of value, while maintaining a venture-
justified business model, (Z) leverage
the blockchain to recruit a highly
motivated and distributed group

of part-time experts, including

DAO contributors, and (Y) situate
each ambitiouse ortwithin
atrustworthy enforcement or
accountability system that provides
powerful justice-based leverage.
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U. Remedy A Massive Injustice
or Unethical Shifting of Value

Even if WebY is able to maintain its
independence from entities that

seek to consolidate ownership and
strip the blockchain future of its
egalitarian hopes, corporate harms
perpetuated over the past decades
will beinsu ciently remedied. Itis
indeed naive to think that decades-
old harms of corporate fraud,
environmental contamination, labor
exploitation, and consumer deception
will willingly slow down on their own
and disappear in the face of more
equitable WebY forces. At best, even
with a remarkably strong WebY that
becomes incorruptible, we estimate
that trillions of dollars captured over
the past decades through unethical

or illegal means are being deployed

in search of further profits and with
little fear of consequences. And while
we are steadfastly supportive of
innovation leading to significant profit,
one must draw a clear moral line when
the future is uncertain and fragile.

Thus, real justice in the WebY era
provides an opportunity to strategically
(and profitably) confront past wrongs
with creative business models aimed
at realigning resources equitably in a
new kind of e ortthat leverages all that
blockchain hastoo er. Remedying
environmental harms and consumer
fraud stand as clear examples of areas
in need of strategic intervention. In
both cases, firms causing harm have—
and continue to— employ economic
analyses that balance expected profits
against the (low) risk of being caught,
qualified by the often small magnitude
of economic loss that detection brings.
Unfortunately, public, private, and
nonprofit sector e orts at halting

such unethical choices have failed,
raising the question of whether WebY
can provide the tools to respond to
such a systemic illness (and, as we
discuss, whether such e orts can bring
meaningful return on investment).

In our proposed world of venture-
backed WebY justice, then, it is crucial
to identify a particular type of injustice
that not only is large enough to create
a material return on investment

when addressed properly, but also
one that does so without eviscerating
meaningful economic justice to

any and all victims. Thus, not all
justice-driven WebY forays become a
worthwhile venture-supported fight.

We propose that new firms must find
the perfect balance when selecting

a powerful injustice to remedy, and
do so in a way that meets the needed
financial elements of three parties:
the venture investor, a justice-focused
audience, and the victims themselves.

To ensure that each such endeavor
surpasses the required minimum
standards, we propose confirming:

— Does the justice-backed monetization
model indicate a fundamentally
sustainable enterprise? For example,
is there enough cash flow to allow
the entity to continue pursuing
social justice post-investment?

—Second, will the new venture deliver
areasonable return to investors and
justify the investment? If not, the
venture will be unable to meet its
mandate and the venture should
consider alternate funding sources.

— And third, and perhaps most
importantly, will the justice-focused
business model result in a meaningful
shift in resources and provide victim-
centered redress for those harmed?

At their core, these questions
essentialize a type of market-
sizing analysis conducted at most
venture-backed companies. But we
suggest that the market sizing of
justice should not only follow both
the traditional bottom-up and top-
down best practices, but also that
it must incorporate an additional
element: how much justice will it
actually create for previously harmed
citizens, and how do we quantify
the economic and social impact?

Once a new enterprise has selected
abusiness focus that will resultin a
massive, ethical shifting of resources,
constructed a business model that
will satisfy the elements of our test,
and verified both financial and real-
world impact through the use

of modified market-sizing, it becomes
time to move to the next north star,
the one focused on the team.

Z. Leveraging the Idle
Capacity of Motivated, Part-
Time, Distributed Experts

The typical approach to leadership

in the entrepreneurship literature
would perhaps never embrace a quick
turn to non-founding, non-employee,
part-time outsiders to make the most
tangible impacts on a start-up. And

of course, we concur with the notion
that a founding team’s entrepreneurial
passion is a meaningful predictor

of success. But in the WebY justice
context, we are necessarily talking
about leveragingadi erentkind of
leadership model than the kind that
can be generated by focusing on a
core team alone; we are talking about
talented global contributors with
existing careers and expertise who
become the passionate, dedicated,
and impactful justice army.

As each of us make our way through
our professional lives, only a
limited number of justice-aligned
professionals make the choice to
pursue justice as a full-time career.
Those who do tend to gravitate to
the nonprofit sector or the foundation
world. Stories of intrinsically
motivated professionals turning
into corporate worker bees, never
to turn back, are easy to find.

The private sector is indeed

packed with righteous talent

who often simply cannota ord

to pursue their justice interests. €
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The exhausted corporate attorney, the
lonely auditor, the organizationally
constrained big-pharma scientist, or
the job-insecure journalist all stand
the chance to be invigorated by a
justice-driven web¥ world. But how?

This iswhere Decentralized
Autonomous Organizations (DAOS)
come in. Designed to leverage “on-
chain” relationships, meaningful
contributor participation and
governance, as well as token-based
compensation, these frameworks
have the potential to be a game-
changer not just for reorganizing a
range of traditional organizations,
but particularly for justice-based

e orts. Building on section U,in
which we identified the importance
of remedying a significant injustice
while compensating victims, this
section proposes that DAOs will
provide the key human resource tool
with which to leverage the talents and
excitement of previously hibernating
justice-driven contributors.

DAO governance

Contractor @

/
::::
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— Securely holds ETH

— Tracks DAO token
ownership

— Defines governance

DAO code

— Manages voting process

Contractor @

Contractor @

These frameworks have the potential
to be a game-changer not just for
reorganizing a range of traditional
organizations, but particularly for
justice-based efforts

Contractor code

— Defines business
model (if any)

— Defines operational
parameters

— Defines payment
terms

Built strategically, these outside,
part-time, expertized teams will
provide potentially unlimited
scalability for the best organized

justice-driven agendas

These contributors can and will likely
fit multiple prongs of the following
profile: They will () care deeply

about the justice-based issue being
addressed by the company, (Z) have an
expertise that gives them a particular
skill set that can be leveraged, (V) have
gainful employment that they are not
necessarily looking to leave for the
startup or non-profit world, and (3) seek
fulfillment and community that are not
being fully satisfied by their current
career. Alerted to the potential of part-
time, fairly compensated, cutting-edge
justice work on an issue they care about,
these people will readily join the e ort.

Built strategically, these outside, part-
time, expertized teams will provide
potentially unlimited scalability

for the best organized justice-

driven agendas. Imagine chemists,
surveyors, radiologists, accountants,
lawyers, and more, lending their
talents. Combined with the existing
experts in building WebY, DAO
members will serve to connect WebY
companies with justice that can and
must occur o the blockchain.

Consider, for example, a new venture
that seeks to reverse the course of
toxic forever chemicals through
strategic e orts. The new entity can
leverage a partially decentralized
DAO structure to enlist relevant
subject matter experts including:
chemical engineers, surveyors, satellite
experts, chemists, water and soil
sample gatherers, forensic scientists,
nurses and medical technicians, and
on and on. Although there will be a
visionary and centralized leadership
team at the company level driving
the overall e ort, thus situating the
DAO in the category of a partially or
progressively decentralized DAO,
the DAO team will be a partially
autonomous group responding to every
need, fulfilling key tasks, voting and
governing as needed, and adjusting
on the fly to accomplish tasks.

Imagine thatthe e ortisone to hold
chemical creators and manufacturers
financially responsible for the harms
they created over a period of decades.
In this context, separate DAO teams
could: () work to understand the

scientific scope and scale of a historical
or present-day chemical manufacture or
distribution, (2) perform a sort of public
forensic-style audit of a company’s
financial or other disclosures, (V) assess
the impact of human harms never
before studied, and (3) prove a causal
connection between a compound and

a human, animal, or environmental
impact. Few of these things would

be possible, with such swiftness and
scale, in atraditional organization,

and perhaps none would be possible

in a traditional startup environment.

With the idea validated and tested, and
a scalable and partially-decentralized
team ready to go, it may seem that

this justice-focused company is

ready to launch. Yet, there is a huge
David versus Goliath problem:
without some structural help, David
probably cannot win a battle over
unethically allocated resources. O
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Outside of the

legal system, other
accountability
systems can provide
meaningful anchors
for new ventures
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Y. Leverage Through a Reliable
Accountability System

Taking on multi-billion dollar
enterprises that have chosen repeatedly
to transgress, even when a venture
isarmed with an impactful value
shifting model, a morally driven
team of founders, and expert DAO
contributors, is still unlikely to be
enough to flip the script on decades
of ethically questionable yet highly
profitable tactics. Unethical corporate
entities will continue to be under-
deterred. Thus, in order for even
the most visionary justice-driven
WebY entities to have a meaningful
chance at providing a generational
shiftin impact, these ventures must
strategically tap into existing legal,
administrative, international, or
societal structures that provide the
moral authority and rules-based
organizational leverage needed.
This leverage will serve as a heavy
anchor and provide the chance for

a justice-focused startup to make it
over the top without being toppled
by resource-flush resisters.

Depending on the domain in which
the justice-based work is centered,
being able to rely on a shared set of
rules, expectations, or laws can serve
an adjudicatory function, a way to
enforce resolution of an inequality,
with teeth. It can also provide access
to a leadership or governing structure
to ensure that a just redistribution

of wealth occurs once an injustice is
revealed and detailed. For example,
the legal system can serve as an anchor
forall justice e orts that wish to tap
into the civil litigation system to hold
entities accountable for harmful
practices. Our forever chemical
example above is relevant here, in that
one important result of that work would
be high-impact strategic litigation. A
battle between a startup and a massive
defendant certainly doesn’t guarantee
awin within the legal system, but
nonetheless law’s rules and fairness-
driven norms can anchor such strategic
e ortswhile providing the potential of
meaningful recovery for true victims.

Outside of the legal system, other
accountability systems can provide
meaningful anchors for new ventures.
Treaties, the United Nations,
international laws, arbitrative bodies
(domestic and global), village or
local councils, private entities like
the World Bank with their own
enforcement powers, nationally
adopted auditing and accounting
rules and procedures, and even

ESG rules and organized consumer-
driven pushback are all possible
venues that can serve to amplify the
impact of David v. Goliath battles.

Conclusion

With these tools at hand, ventures need
not rest their hopes of transformational
change on WebY’s decentralization and
on-chain transparency alone. Rather,
leveraging an impactful resource-
shifting mission with a business model,
astrong decentralized team of experts,
along with adjudicatory leverage,
WebY ventures can begin to unwind
decades of injustice, all while providing
meaningful return to investors. Without
these elements, Web¥ may simply end
up providing just a new set of rerouted
pathways that reward centralized
power-brokers at the expense of talent.

Recent economic lessons, including
the swift realignment of early-stage
venture money, underscore the
importance of following this model.
Venture funds pumped the brakes on
investment pipelines, switching their
focus from dealmaking to slowing
portfolio companies’ cash burn. DAO
innovators began complaining about
untenable structures and disengaged
contributors, all while the expected
economic independence of crypto
began to falter as Bitcoin, Ethereum,
and others seemed to fall, rise, and fall
again with equity markets. Echoing
our concerns, the talk of WebY as a
global justice conduit began to fade
away, replaced by conversations

that mimicked more traditional
economic and investment discourse.

Though instability remains as we
look toward the future of venture
creation, as the dust of the latest
realigning of the crypto industry
begins to settle, a new horizon is
emerging, one in which the promises
of wealth, power-sharing, and even
justice remain, but are situated within
arisky environment that requires
greater intentionality and precision
to actualize on all three elements of
the crypto triple threat. This Article
has amplified the importance of, and
opportunities around, maintaining a
meaningful and lasting justice focus
in the WebY world, and proposed that
investors and founders can follow
athoughtful, focused approach

that can begin to make atrue
justice-based impact, globally. l
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The Data-Driven Way
to Measure Growth
(and Win Customers’
Hearts)

Neil Hoyne
Chief Measurement Strategist O cer &
Global Head of Customer Analytics, Google

Many books about digital marketing are short-
term and transaction-focused. They look for
immediate ROI. In his book Converted: The
Data-Driven Way to Win Customers’ Hearts,

Neil Hoyne argues that such short-term thinking
iswrong. Hoyne has written it in his personal
capacity; as such, it reflects his own opinions and
independent research. He advocates building long-
term relationships with customers. “Long-term
thinking is not only a better and more successful
way to approach customer relationships, it’s also
more profitable, and the data supports it,” Hoyne
says. A shorter version of this conversation was
published in May in Al Business. What appears
below is a more comprehensive version of Hoyne’s

conversation with the Coller Venture Review.
V|
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Coller Venture Review —
What inspired you to write
Converted? Did you see any
limitations in existing books
about digital marketing? What
gap were you trying to fill?

Neil Hoyne —
The first limitation in existing
books about digital marketing is
simply that they are short-term
and transaction-focused. They
look for immediate ROI. This is
the single argument that carries
forward in my entire book, which
is that short-term thinking is
wrong, that you want to build
relationships with your customers.
Long-term thinking is not only
a better and more successful
way to approach customer
relationships, it’s also more
profitable, and the data supports it.

My second goal, which focused on
the medium of a book as a whole,
was to reach more people. In my
role, I talk to the (W,000 largest
advertisers, but generally these
are companies that are spending
at least $T million to $W million
ayear with Google. That’s a lot

of money. But these lessons and
ideas apply to companies that are
much smaller. My objective is
too erthose cutting-edge best
practices in a simple and intuitive
way to the small businesses that
may not have the resources or

the marketing spend that larger
organizations do, but they are still
looking at opportunities for how
they can grow and compete.

My third goal was just the
accessibility of data to everyday
business people, to everyday
stakeholders. This was my
attempt to say, “l want to bring
everybody into the conversation
to show that data can not only be
interesting, it can be accessible.
And so my third challenge was,
could I write something that makes
data interesting, intuitive, and
accessible for more audiences.
And those are the three goals.”

COLLER VENTURE REVIEW

CVR—
Many brands seem to believe that
Q the solution to their problems liesin
w a four letter word, “data.” But having
& more data, as you point out in your

Q' book, does not necessarily mean that
@ Q/ < itwill be used well. Do you agree?
6§ A ﬁ"\ *ﬁ ’ ’
& o Hayne — _
& e c’ré@b As it relates to capturing data,
= o Q@;" <7 o I think that companies put a
0 o £ disproportionate amount of
< emphasis on collecting data, and the

systems that support that collection.
Companies seem to believe that
data is the new oil, and therefore the
1 more they can capture it, eventually
they will be able to convert it into
some type of value. That leads to a
. dramatic underinvestment in the
o second part of the equation, which

is naturally, what do we do with
0 all this data? Most leaders are not

too necessarily taking a step back and
saying, what is it that you're hoping
! to get out of that data? What are
those questions you're trying to
1 answer? When we're talking about
1 this within the context of the book
is how you apply that data, and the
: o questions that are important to ask.

CVR—

° How can companies learn to use
i the data better to convert casual
browsers into long-term customers?

Short-term thinking is wrong, instead,
you want to build relationships with your
customers. Long-term thinking is not
only a better and more successful way to
approach customer relationships, it’s also
more profitable, and the data supports it

Hoyne —
Two things are worth mentioning.
First, the idea of converting casual
browsers — non-loyal or low-value
customers into high-value customers
—maybeadi cultpremise.Inthe
real world, it would be similar to
your meeting a friend who says,
“I met this person, they’re terrible
for me, but I can change them
once they see how good I am.”

It's the same premise with many
companies. It's a lot easier just to
acquire great customers overall
instead of trying to change or
convert those customers. What
I’'m talking about here is to use
the data that you’re capturing

not necessarily to convert casual
customers into great customers and
great relationships, but to use that
data to go back to the beginning
to say, how do | find these people
that are great for my business?
How do I find people that already
have that natural fit? Where else
can | go? What else can I find, and
what do those people look like?

The second component, though,
is to say not only are you using
data to understand where those
high-value customers are, and how
to acquire more of them, you're
also saying, how do I use that
data to look inside myself and to
become a better company, too er
things more for those high-value
customers so that the fit and the
attractiveness is already there.

CVR—
As more brands investin Al and
analytics solutions, how is this
changing the kind of insights they
can capture about their customers?

Hoyne —
Now, this is interesting because in
my experience a lot of companies
thatare pursuing Al are being driven
more with the attitude, “We need
this tool,” rather than, “We have
this business question.” They're
so worried about falling behind in
the race for Al and Al competency
that they’re not necessarily sure
what they’re supposed to pursue.

Companies seem to believe that
data is the new oil, and therefore
the more they can capture it,
eventually they will be able to
convertitinto some type of value

It seems like an afterthought.

Then you go back to those people
and you ask, “What are you trying
to solve with AlI?” And they give
you blank stares. It’s like, “Well
no, no, no, we're investing, it’s just
a capability our business needs”
without really thinking of what
the end goal is. Now, for those
companies that are using it, and
they’re often using it carefully, 0
they’re going back to really what
the essence of analytics and Al is
supposed to be. So they already
have their question in their mind,
what are our high-value customers
doing that we're missing?

The other component of Al which
is fascinating is that they’re using 0
it to build a scalable process. The
only way to do that in a scalable way,
given all the data and signals we'’re
collecting, is artificial intelligence, 0
machine learning, which is really to
take over that human component of 0
analyzing the data and saying, really
what’s going on here and can we do
thisin arepeatable, scalable way.

CVR—
Canyouo erafewexamples of
brands that are doing this well?
What can small companies
with limited marketing budgets
learn from larger organizations
in this regard? Are there any
experiments that they can try? O
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Hoyne —

Within large organizations,

the general understanding

that they have more data, more
capabilities, more systems, larger
marketing budgets. But what we
miss is that they also have large,
overwhelming bureaucracies
where prioritizing a question,
getting alignment and action on
that question is oftendi cult.

Smaller, more entrepreneurial
startups, well they’re smaller,
they’re more nimble, everyone is
kind of aligned — plus they don’t
have those strict bureaucratic
silos. But they all have that same
objective, which means we
need to succeed and grow as a
company, otherwise somebody
is going to be pulling the plug.
What both recognize is that

it’s really the strategy by which
you want to apply that data

that allows you to compete.

Now, are there any experiments
that | can try? What | generally
advise is for companies to try
calculating lifetime value. For a
small, medium sized business it’s
not to say “I don’t have enough
data.” Maybe your several
thousand customers are plenty.
Your two years of data is just fine.
For mobile gaming it can be as
little as a month’s worth of data.

CVR—

How can brands become
better at using Al for mass
personalization at scale?

Hoyne —
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There are a few points here.

When we really talk about
personalization we have to broaden
our lens a little bit to say, “what do
we know about these customers
and what are their actual needs?
How do we deliver them”?
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Here’s just one small example,

and I like to use travel companies,
for instance. Oftentimes they’ll
underinvest in that personalization
to improve the customer
experience, because in their mind
it doesn’timmediately lead to
anymore incremental reservations.
But if they took a step back and
they said, let’s look at the lifetime
value, for instance, of customers
that we service well, that we
provide ancillary benefits to, they’d
probably see that those customers
stick around longer and probably
spend a little bit more money.

Another example in the travel
space is simply — thisis a case
study one time with one of those
airline apps. What they found

was that the lifetime value of
people with their app versus just
web users was roughly the same.
Because their mobile app, even
though it had a permanent place
on their device, wasn't adding
anything incremental to the
experience. All they were trying to
do was say, | need your money now.

And when they started adding
additional features to say, let’s
help you manage your reward
points, let’s help you manage
your way around the airport, to
manage your travel reservations,

they weren’t finding immediate
bookings. In fact, they found
that it actually distracted some
people from booking again.

At the same time though, they
found that the customers were
happier with the airline, that in
the future they booked more, and
that their lifetime value went up.

So when we talk about how
brands can become better using
Al for mass personalization,
again, it comes to what’s the
objective? Is the objective for
using Al and personalization to
drive that short-term conversion,
to drive the acceptance of your
immediate proposal, or isit to
build a longer-term relationship?
Once we go into the latter
question, then we see how much
more room we have to work.

CVR—
Which industries are doing
particularly well at using Al
and analytics to build long-
term relationships with their
customers? What are they doing
di erently than industries
that are doing less well?

Hoyne —
You know, this is probably taking
the easy way out. They may
argue with it, but the industries

Don’t use the data that
you capture to convert
casual customersinto
great customers, but go
back to the beginning
and find people that

are great for business

that are doing particularly

well are the industries that are
entirely dependent on long-term
relationships from the start. So
if you think about subscription-
based businesses, it would be
silly for Netflix or HBO to say,
we're only looking at short-term
revenue. For a telco company to
say we're only looking at your
first monthly bill, that would be
ridiculous for them. They have
to forecast out that relationship,
they have to look at how that
relationship will change over time.

The laggards in the group, just
for completeness, are generally
ones where there’s a lot of time
between transactions. So large-
scale purchases, when we’re
thinking about things like
automobiles, that’s (0 yearsin
between purchases. The idea of
lifetime value isn’t really there.
Long-term relationships are nice,
but there’s no way to directly
measure its impact so it becomes
a little bit harder for them.

And also in that category,
consumer packaged goods or
CPG. In CPG, it’s not because
these long-term customers don’t
exist, it’s because they just don’t
have the data for it. They're
getting aggregate data from their
retail channels to say, look, I'm
not going to tell you Neil bought
x numbers of your products, I'm
just going to tell you how many
thousands of units we sold. And in
that case, the only real long-term
relationships they’re able to build
are with the retail channel partners
who are selling their products
through to the end consumer.

So you do see them starting to
push a little bit into direct-to-
consumer selling. It's not because
| think they want to compete in
those areas. But they just want

a little bit of that data, because
they feel just by understanding a
small glimpse of their customers
they can make better long-

term relationship decisions.

CVR—

You've worked with thousands
of companies on data-driven
marketing projects involving
Al and analytics. What are the
most common mistakes you
have seen them make? What
advice do you generallyo er
to avoid those mistakes?

Hoyne —

Number one, the challengeis |
don’t think enough people know
what the business objectives are
that they’re trying to solve. As

| mentioned before, they start
with technology. “We need to be
in Al, we need to be in machine
learning, we need to have a bigger
data presence.” They do not
necessarily know what business
questions they’re trying to answer.

Now, there are other mistakes.
For instance, companies are
unsure as to what level of
transparency they need. Do they
need to understand how these
models work, how this data
works? Do they have biased data?
You know, we talk about these
transformational technologies like
Al, one of the things we neglect
to discuss is in transformative
processes and strategies, there’s
often a significant reallocation

of company resources. Data is
never binary. That wiggle room
sometimes is just enough to
create organizational deadlock.

Those are just some of the mistakes
that they make, and you’ll notice
that these are not on the technical
side. It’s not about how to build

the models or the technology that
should be used or who should own
the technology. It’s simply decision
making from an organization to
say, “how are you going to handle
something new that may not
necessarily be transparent but may
be disruptive.” And as a leader in
your organization, how do you have
those conversations and guide
people through that process. (i
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CVR—
What can brands do to establish
relationships of trust with their
consumers and increase their
comfort level in sharing their
data? What questions should
they be asking to identify their
most profitable customers?

Hoyne —
So let’s work with the first part of
this question. Establishing trust
with customers is an important
part of collecting any type of data,
and generally what comes out of it
are three things. First, consumers
are looking for transparency, e.g.,
what are you doing with my data,
what are you capturing? They are
also looking for control, e.g., “can
I remove my consent to that data,
limit, or correct the data you've
collected?” And finally, they want
to understand the value, e.g., “how
is the information that I’'ve given
you going to somehow benefit me?”
Or are you simply going to use
data to know which customers you
can charge more for, or follow me
around the internet with ads?”

That’s a framework that a lot of
companies fail to realize. They
think it’s simply messages on
trust, or on privacy, and it’s just
a little bit more nuanced than
that. In fact, some research has
even found that mentioning
privacy text as it’s currently done
—" here’s our privacy policy” —
actually reduces purchase intent.

The goal of these e ortsin building
trust with your customers should
simply be better than what your
competitors are doing. Remember,
this is an auction environment.
You just need to have slightly more
data, slightly more trust, slightly
better understanding of your
customers than your competitors
do. That should allow you to make
better decisions and build better
models. That’s just one way to

look at it. You don’t have to be
perfect, just better. Right now

the bar seems to be fairly low.
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The industries
that are doing
particularly well
are the industries
that are entirely
dependent

on long-term
relationships
from the start

CVR—
What are the main takeaways
of the book for entrepreneurs,
venture capitalists, and
private equity investors?

Hoyne —
Well, I would hope for
entrepreneurs, much like marketers,
that they take away a sense of
confidence that these techniques
can be a part of their portfolio, even
with their current capabilities,
even with their current set of data.
And that they start to recognize
unique advantages that they have
in developing their team and
developing their processes.

A lot of the third section of the
book, self-improvement, talks
about incremental change,
experimentation, and making
sure that you can actually act on
the data. And my hope would be
that entrepreneurs who read this
early on will embed that as part of
their culture and their processes,
because they’ll certainly have an
easier time than a large company
that’s trying to change theirs.

Now, for the venture capitalists
and the private equity investors,
this would be related to how you
really judge the performance and
the e ectiveness of the businesses

that you're investing in. Who are
your most valuable customers? Who
are your least valuable customers?

There is also this emerging area
where instead of looking at the
individual customers, we take all
the customers of the business, all

of their lifetime values collectively,
and add them up. We get a number
called customer equity, which is
how much your entire customer
base is worth. This is the most
valuable asset of your business —and
we’re able to put a value on it to say
“this is how much they’re going

to spend.” It allows you to better
understand the valuation of the
firm. Directionally itallows them

to measure the full impact of what
the teams are doing instead of just
setting arbitrary short term metrics.

CVR—
If the CEOs of brands inthe U.S.,
Europe, or Asia were to ask you
where they should start to apply
the lessons of your book and make
smarter use of Al and analytics
to build customer lifetime value,
what would | recommend they do?

Hoyne —
Well, step number one is just to
acknowledge that you probably don’t
need to buy more big data systems.
You have all the data you have. Step
two is to calculate lifetime value.
The techniques are already available
and proven, and you likely have data
scientists already that can perfect
the models if there are weaknesses.
The third step though is actually
making sure the right metric is front
and center alongside all of your
existing KPIs and metrics. And
simply having that understanding,
having that metric, even if you're
not incentivizing people onit, even
if you don’t have a specific plan of
action, encourages people to talk,
to discuss, to understand how they
change course. And then it comes
full circle where the company starts
seeking out more information.

CVR—
What new areas of research are
you working on these days to build
upon the foundation of the book?

Hoyne —
Well, there’s a lot of di erent
things in the book that I'm curious
about. The application has infinite
variations to go into — what are new
techniques for acquiring customers,
developing customers, retaining
customers? And all of those are
fascinating paths that could be their
own guidebooks in themselves.

I am incredibly curious about how
companies develop these assets
and these people. | said early on
that one of the things that | don’t
expect companies to do is invest
more in software, because | don’'t
think that’s a solution. I think the
solution is to invest more in people.
But it’s not simply hiring, it’s being
able to train and develop, and to
understand those motivations,
those incentives, those processes,
how you build those functional
teams. | think that’s the next area
of data science, because everything
else by comparison is limited. H

About

Neil Hoyne is Google’s Chief
Measurement Strategist and Global Head
of Customer Analytics. His work on over
2,500 projects with the world’s biggest
advertisers has helped acquire millions
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in revenue. Hoyne’s book, Converted:
The Data-Driven Way to Win Customers’
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Virtual Roundtable
How Does a Nation
of Startups Become a
Nation of Scaleups?
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From Startup to Scaleup

Uri Gabai
CEO, Startup Nation Policy Institute

Eugene Kandel

Professor of Economics and Finance,
Hebrew University of Jerusalem;
Co-Chairman, Startup Nation
Policy Institute

Overview

ur Virtual Roundtable brings together global
leaders and thinkers from Israel on the nation’s
growth from startup to scaleup.

In this discussion, we are joined by economists
Uri Gabai and Eugene Kandel of the Startup Nation
Policy Institute, who invite us to reflect on their views
on education, inclusivity, bureaucracy, and the benefits
of centralization.

Each of these individuals’ perspectives, responding to
what is both specific and general in the changing economic
and social context, helps us to consider the profound

ways in which the theory practice of new venture creation
are informing one another. Looking forward, future
discussions in the Roundtable section will continue to
bring together partners and collaborators active in forging
our new venture ecosystem.
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From Startup
to Scaleup

Uri Gabai Eugene Kandel
CEO, Startup Nation Policy Institute Chairman, Startup Nation Policy Institute

In this article with leading economists of the
Startup Nation, we discuss the challenge of
scaling from startups to scaleups. One thingis
clear —whether itis increasing population-level
benefits, helping to make government as adaptive
as the startups themselves, or helping to ensure
growth in the access to middle management,
more centralization — perhaps even a National
Innovation Council —seems likely to help with
setting the agenda for continued growth.
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Coller Venture Review —

Thank you gentleman for your
time today. As trained economists,
public policy leaders, and leaders of
Startup Nation Policy Institute, you
are clearly thinking across a broad
range of topics and opportunities
when it comes to innovation. Can
we begin by your helping us to
understand your mission please?

Eugene Kandel —

Our mission is about helping the
Israeli government to be more
proactive in the competition

for ecosystems around the

world —that is, government-to-
government competition, rather
than firm-to-firm competition.
And we know that competition
requires the government to be
strategic, thinking long-term and
having a coherent, coordinated
policy. In general, governments

in democratic regimes are pretty
bad at strategy. Thus our goal is to
help the government think in the
context of a decade rather than for
tomorrow morning. In doing so
the government must first ensure
that the Israeli tech ecosystem is
in a leadership position worldwide
ten years from now. Moreover, it
must take steps to maximize the
tangible benefits that the Israeli tech
ecosystem provides to the average
Israeli citizen in terms employment,
investment, use of technology, and
philanthropy. These benefits must
become much more pronounced
than they are today. Most of the
work that we do is focused designing
coordinated government policies
that advance these two goals.

CVR—
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In reading about the potential
transition from “Start-Up Nation”
to “Scale-Up Nation,” where the
tech ecosystem is presumably more
fully integrated into everyday life,
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I’ve understood that some consider
the challenge to be about a lack

of middle management. Can you
comment on this point of view?

Kandel —

I think that there is a perceived
shortage of middle management
for the simple reason that Israel
has very few large corporates, and
therefore relatively fewer trained
corporate managers. However,

I believe that there is no lack of
ability among Israeli companies
to scale. In the past, some people
believed that Israel is only capable
of building and selling startups,
rather than growing companies.

I am happy that this narrative

has changed, and today selling
astartup for $000 million is no
longer considered to be agrand
achievement. Adi erent narrative,
however, emerged, that in order
to grow, you have to be near your
clients or near your investors,
which that in many cases causes
Israeli companies to move most
of their business activities abroad
for growth stage. So it’s really

less having to do with middle
management, and much more
having to do with assumptions
about how to achieve long-term
sustainable growth. I would also
add that there is in fact plenty of
middle management available

in Europe and the U.S., which
one can hire and relocate —and
many do. | do believe we have
some shortage of experienced
product managers. But then again,
this is being solved, either by
people rising to the challenge and
moving across companies as they
grow, and/or bringing in outside
expertise. So bottom line, | don’t
think that the management issue,
especially middle management
issue is one of our top challenges.

CVR—

Thank you for a helpful lead-in! So,
in fact, what would you gentlemen
say are the top challenges ahead,
when we think about extending
the benefits and opportunities of
an innovation-driven economy?

Uri Gabai —

First —expanding on what Eugene
said — | think you have to look at
this as an evolutionary process. You
start from the very early stages of
the state of Israel. You know, it was
an economy that was decidedly

not high tech, but it had lots of
ideas —drip irrigation is agood
example. The next stage was taking
these (early) ideas and turning
them into startups. That happened
inthe late (0 0sand (000s. And
then you get the next stage — the
ability to develop the product,

not just have the technology.

And now, finally, the fourth stage —
not just commercializing the
product — but building a company
with multiple products. And every
time you advance to the next stage,
you lack either financial components
or human capital components. And
you have to fill them in, as Eugene
said, by either buying them or
importing them. In my view, that’s
one of the advantages of a small
economy. We have to remember,
you will always have some
elements missing in the growth

of avery innovative ecosystem.

CVR—

Can you help our readers understand
how these broad objectives are
translated into action? How would
you say you break the vision

down into discrete priorities?

Gabai—

I think the first priority or the first
objective must be making this
journey. Going further, and | think

Eugene talks a lot about this, is the
importance of fighting complacency.
Itis our worst enemy. Japan was
masterful in technology in the
(0Wos and U0 0s, and we know they
lost their ascendancy. And if it can
happen in Japan —a technological
giant and an economic giant — it
can happen to Israel. If we go to
sleep for five years, does it mean
we miss the next stage? How do
we think about pushing forward,
towards the next innovation wave?

What am | looking at practically?
Well, to start, | am looking at
artificial intelligence [Al].

I think Al took a leap in ZOUY. It
started in the TOs and WOs, probably
before from a computer science
point of view. But Al and big data
really became an economic engine
relatively recently. And when |
think about this, | am mindful of
that fact that China s also working
on Al, and that their big data
capabilities rely on a population of
0.Y billion people, multiple times
Israel’s population. So while | look at
Israeli companies that are amongst
the Al giants, and | think about a
position of excellence, | say “Ok,

we have to compete harder.” And
this takes planning, a point we keep
returning to. Israel’s innovation-
related success today, it should be
pointed out, started in (0WY and were
redoubled in 00 T—the policies
started years ahead of other nations,
we had a head start. And thisisa
critical part of our nation strategy,
and our national imperative.

To be clear, everybody understands
that there is a global innovation race.
No one is winning based on cheap
labor anymore. So the competition is
alot fiercer, there are fewer arbitrage
opportunities. It’s also worth noting
that it’s no longer about national
comparative advantage but about

absolute advantage. Can we lose in
this race? Yes, we can. But we don’t
have to. We just have to continue
punching above our weight.

CVR—
What do you imagine is needed in
order to do that, to continue as you
said to “punch above your weight”?

Kandel —
Many of our companies compete
quite well. But the government as
a system does not compete well at
all. For example, academia is set
up structurally in such away that it
cannot compete for the top talent.
The only way for Israel to win is by
attracting the very top people in the
world, or at least the top Israelis and
Jews. Just to give you an example,
Johns Hopkins University has a
research budget of $V.T billion/
year. By contrast, the entire Israeli
ecosystem research budget is $0
billion. In Israel, you have nine
universities and Z0 colleges, this
budget has to be spread. How do
you compete with somebody who
can spend multiple times more
than you can? Ultimately, you have
to aggregate your resources, you
have to focus on a small number of
areas where you have a comparative
advantage and which are critical
for you. If you don't do that, and
allow the system to spread thinly,
you risk achieving very little. ¢

And so that’s our goal —
to help the government
think in the in the context
of adecade rather than
tomorrow morning

57



58

b 0o
\
0o 00 o

COLLER VENTURE REVIEW

/N

VS

CVR—
So, to paraphrase —it’s really about
bringing discipline and focus in
order to play some smart bets?

Kandel —
Yes, exactly, and it’s in every area,
whether it’s in training people,
retaining the best companies,
retaining the best people in
academia and industry. There
must be a coordinated e ortthat
says, “We can'ta ordto lose
this ecosystem. And if we don't
compete head to head, we're going
to lose.” I am reminded here of
competition between firms. Just
as you know, the firm loses market
share if it stops competing. Let us
remember, Nokia in Z00U was the
largest producers of cell phones
in the world. And in Z00Y it quit
that business, since it was thrown
out of the market after just three
years, asitdidn’tlook su ciently
strategically into the future. Israel
cannota ord such experience.
Back to the retention of talent,
I will just point out that Israelis

\
e
/

0o Po
/

e
0o Po

\

now make up ZT% of the science-
related faculties of the top 30
universities in the U.S. We need the
top academic talent to come back,
and we need it to stay. It’s really
about the balancing act of a rapidly
growing and innovative ecosystem
that Uri referred to earlier.

CVR—
How do you imagine a coordinated
policy would address this
challenge, and others like it?

Kandel —
The important part is not to find the
very best answer, but not to end up
with the wrong answer. To start, the
biggest challenge is clearly that there
is no cross-governmental forum
with a mandate to get together and
develop a common language, an
agreed identification of challenges
and opportunities, and then figure
out a coordinated set of policies.
This would also include identifying
the tools that need to be developed
and the amounts that need to be
invested, as well as the type of

regulations and laws that would
need to be changed. Unless coming
from the very top, | would say that
such aforum is almost structurally
impossible. So basically, we never
optimize globally for the entire
system—eacho ce, each company
optimizes within the constraints.

Gabai—

I totally agree. Now inthe O ce

of the Chief Scientist, you have
probably one of the most successful
government organizations
specifically in fostering innovation
and R&D in history. But at some
point, the challenge is to address
the bigger puzzle. It’s not just about
R&D, it’s a much broader challenge.
So | see things slightly di erent
than Eugene. I don’t think it’s just
coordination. | think there should be
an entity in government —a National
Innovation Council let’s call it — that
is in charge of innovation policies,
that synchronizes from blockchain
regulation to financial services

to security (as an example).

CVR—

How do you imagine this would
a ectthe broader public?

Gabai—

Yes, that is the next challenge,
getting more people and more
diverse populations into innovation.
You have to make the incentives
right for the companies. And it’s
something that is not easy. But again
it takes planning, and someone has
to look at these challenges (0 years
from now, and not as something for
the next three months. You almost
need a map of the world (0 years
out, in order to figure out where

to play, you really have to have a
firm vision of where the world is
going to go. And you really have to
manage towards that future vision
in order to draw out for people.

Someone in government has to
look and say, “Well, these are the
emerging technologies. Can | be a
contender”? “Do | have the human
capital to do this”? “What type

of regulation will be required”? &

| do believe we have
some shortage of
experienced product
managers. But

then again, thisis
being solved, either
by people rising

to the challenge

and moving across
companies as
they grow, and/or
bringing in outside
expertise
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CVR—

How does the bubble in
valuations potentiallya ect
the move to more scaleups?

Kandel —

Yes, there was a bubble in valuation.
But I'm less worried about the

big guys, I’'m more worried about
the small firms who are having
tough time raising capital. Israel is
generating fewer and fewer start-ups
for the last i years now. So, if there

is a certain convergence rate of start-
ups that culminate in a unicorn, then
fewer start-ups imply fewer unicorns
in the future. These challenges are
not getting enough attention from a
policy perspective, specifically as it
relates to regulation . For example,

a start-up that is somehow involved
with Bitcoin or another currency,
finds it almost impossible to open

a bank account, which drives

them to Cyprus or elsewhere,

which doesn’t make sense to
usatall. Thisis an unfortunate
expression of lack of coordination
and cooperation in overall policy.

For example, a lot of startups cannot grow here
if they have anything to do with Bitcoin or any
other virtual currency, they can’t open a bank
account. So that basically drives them to Cyprus
or somewhere else, which doesn’t make sense to
us at all. But that, unfortunately, is one of these
expressions of lack of coordination, cooperation,

and guidance
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CVR—

Where would you start, what first
step would you take towards this
more coordinated e ortto support
the growth of startups into scaleups?

Kandel —

The policy is not usually one big
thing, as there is never assilver bullet.
Instead, there’s a series of things that
together generate an environment in
which something happens. It’s very
rare to create one large legislation

or one large policy or regulatory
change that would suddenly change
everything. Thus we argue for

the creation of some forum with

a mandate and long-term view.

CVR —

Innovation policy is a serious
business. Clearly it has to

be driven by data. What are
some of the challenges?

Gabai—

Once you take money from the
government, then all of a sudden,
one has to think twice about any
advice being — same thing goes

for Google or Facebook. But the
goal is basically to build better
foundations and give solid policy
advice. Contextually, I think that the
culture of science and knowledge
and innovation was here from the
get go. So, in that sense, I think that,
we're part of a journey. And now
there are new challenges ahead of
us. You can’t win with economies of
scale. A small country like Israel can
only win based on ideas. And what’s
high tech? High tech is basically
taking these ideas and turning

them into a product. That’s the only
way that we can win. And in that
sense, you know, I'd like to think

we are still in the very beginning
part of the journey, on a continuum
of growth we will manage.

Kandel —
I’'m not there to win, I'm there
to create ideas and solutions to
problems that, in my opinion,
are being neglected. For me, |
might have done things that had
a higher probability of success,
but I didn’t. I did things because |
thought they were important. You
always have to look at the bigger
picture, the bigger story. ll
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CEO of Start-up Nation Central. He is also
an Emil Spyer Professor of Economics
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Abhay Kinra
Head of Asset and Cost Optimisation,
Maersk
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Overview

ur Trends in Venture section addresses big
picture changes when it comes to new venture
creation, brought about both by technology
and human leadership.

In an article from Abhay Kinra of Maersk, we learn how
10T is being introduced into the supply chain. From the
academy, MIT’s Daron Acemoglu summarizes the year of
the “supply chain mess.” And from Villanova University,
Stephen J. Andriole and Noah P. Barsky help us consider
the challenges of bringing innovation forth.

Together, these contributors help us consider new
opportunities at an industry and enterprise level. Looking
forward, future discussions in the Trends in Venture
section will continue to link models of change across
time, including the implementation of innovation based
in technology and human practice.
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Digitizing Trade —
The Role of loT
In E2E Logistics

Abhay Kinra
Head of Asset and Cost Optimisation,
Maersk

oday, there are many

examples confirming that

the shipping industry

not only moves goods
but creates competitive value for its
customers through constant innovation
of products and services. In fact,
shipping companies have moved
from a traditional ocean carriage to
multimodal producto erings which
also include a range of fulfillment
services such as cold storage,
packaging, and custom clearances —
slowly capturing the entire end-to-
end (EZE) value chain. The industry
touches everything from moving
bananas from Central America to the
supermarkets in Europe — our clothes
from Bangladesh to America, our
COVID medicines from India to Africa,
even to moving expensive yachts from
Chinato France. Most companies in
the Transport and Logistics sector
(T&L) therefore compete atdi erent
legs of the transport and fulfilment
services, and at several critical
junctures in the market —at the nexus
between transportation products and
integrated solution o erings. For the
A.P. Mgller group in particular, the
goal to become a global integrator of
products and services is relevant for
both long-term strategic customers
and for the short-term market.

A.P. Mgller Marsk is part of a larger
A.P. Mgller group which also includes
Danske Bank and Marsk Tankers.
The Marsk name — synonymous
with ocean shipping for decades —

is amarket leader in capacity and
service o erings within the ocean
space. At end of year 7077, the
company’s market capitalization was
$2WT Billion. Meersk’s strategy has
been to build upon this foundation
and o er integrated solutions for
smooth and optimised cargo flows
across all steps of the supply chain.

In a nutshell, the company seeks to
create value for customers in the form
of better supply chain outcomes,
increased transparency and control,
and ultimately lower end-to-end
costs. Notably, this ‘Transformation”
or “Integrator” strategy is unique in
that it seeks to creates customers and
financial synergies between ocean,
landside, and air logistics. Thisin
turn is meant to create physical assets
connected to new digital platforms,
an imperative powered by M&A in
recent years and made feasible by
steady cash flow, reported at $0W Billion
in Z0Z0, up from $3.W Billion in Z0Z0.

The transformation towards becoming
an integrated transport and logistics
company was launched in Z00W. This
so-called “integrator strategy” has
included digital transformation, and (i
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The loT of the sea
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— New Opportunities
A broad category, that includes
continuous improvements based
on captured information, as well
as ecosystem partnerships to
enable wider market reach.

At Maersk, for example, remote
sensor monitoring products like
‘Captain Peter’ bring transparency to
customers of their perishable cargo.
This includes real time data, covering
temperature, humidity, location —
from the time the cargois stu ed
until its discharged in its destination.
In much less than the next decade —
and despite the current challenges
(some of which are described below),
itis clear that IoT related to adaptive
control and new opportunities

will continue to be robust.

What comes next? — An loT
Ecosystem or Something Else?

Despite the advances and the
opportunities, moving hastily
towards an loT ecosystem should
not be the immediate next step.
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The real opportunity is on identifying
bottlenecks that today limit the flow of
information; are barriers in the value
chain; and where the complexity is
expected to grow as trade grows. The
three steps below are therefore ones
that the industry can take to reach

the true potential of an 10T and digital
ecosystem, one that removes the
otherwise next generation of barriers:

— Upgrading
In the case of Maersk, one of the
challenges the company faces comes
from its strength. In other words,
while the company continues to
grow inorganically (based on M&A),
its legacy systems are likely to fall
behind the technology it inherits.
This then suggests uplifting
existing systems and associated
processes. This transcends any one
organization’s boundaries. In fact,
given the strategy of integrating
EZE, it becomes crucial to ensure
that a suppliers’ internal systems
and assets continue to interactin an

optimal way with customers systems,
which are naturally progressing at

Innovative loT solutions require cross-industry
partnerships.... creating industry wide standards
for data and interfaces, interoperability of smart
container solutions, digital improvementsin
operations to reduce wastage of resources,
reduced greenhouse emissions, and
documentation related to cybersecurity

their own pace. Failing to deliver this
could lead to missed opportunities
to innovate new products, and

even potentially lagging product
quality and delivery times which
might sneak indue toine cient
handshakes in the supply chain.

— Standardizing to Scale Up
In the integrator’s vision and
anticipation of covering EZE
logistics, it is clear there is an
imperative to work with partners and
competitors. However, to provide a
truly EZE product that is traceable
and actionable through 10T, all the
multiple legs of any given transport
will be required to share the same
framework, able to talk between
di erent proprietary systems. Today,
lack of standardization is one of
the reason ine ciencies existin
the supply chain. loT devices and
associated frameworks are not
immune to this challenge and will
require standardization across the
entire sphere of logistics. While it
is clear that standardization will
not benefit any one organization

unduly but all equally (particularly
in terms of reduced costs and
improved service), the challenges
to making this happen include
conflicting priorities and inertia
towards initial investment that
could be sizable, including and
extending to SME clients.

— Moving away from Only

Optimizing: Looking for

Business Opportunities
Maximizing the value generated
through loT applications means being
able to identify and take advantage

of new business models within

the ecosystem. It is only possible

by establishing a mechanism of
continuous improvement, including
reinvesting the captured information
into new ways of generating value
through the data captured from

loT devices. Thisin turn requires
applications that not only include

the company’s operations but also
integrate its customers into a product
ecosystem. Maersk ‘NEONAV’ is one
such tool created to support an entire
supply chain and integrate a wide

range of information from various
sources enabling real time visibility,
control, decision making. An
application of this is the streamlining
of the inventory management via data
across multiple systems, creating a
holistic view across all locations.

Across the above of potential “fixes,”
itis critical to recognize that the
sector is quite hermetic, and far from
being designed as open platforms
for collaboration. Systems are
disconnected with customers and are
most often disconnected from other
T&L service providers. To realize
new business models and new
revenues, supply- and demand-side
systems need to work together to
smoothly process information. This
integration underscores the need for
stronger partnerships and is an area
that will require special attention.
Innovative loT solutions require
cross-industry partnerships, and

the success of any given initiative
may depend heavily on the choice of
partner and the values on which the
company competes. An interesting €
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example of success, especially
compelling given the context, is
‘Tradelens’ which is a cross-industry,
cross-entities document sharing
-platform that speeds up the workflow,
brings visibility, and lowers costs.

Imagining Innovation
and the Digital Future

10T devices are not only enabling

new business models and creating
more revenue opportunities, but also
feed into around decarbonization.

In the case of Mersk, the company

in fact owns approximately eighteen
percent of the world’s global fleet, and
therefore can contribute significantly
towards decarbonization viae ciency
management. Under fleet 10T devices,
‘energy e ciency applications’

serve the purpose of monitoring and
optimizing the performance of the
ships and supporting decarbonization
journey. This includes, for example
voyage simulator connected to various
loT devices onboard and at shore that
provide the most fuel-e cient route for
aship to take in any weather condition.

Maersk also transports around 2%
of worlds refrigerated containers and
ZT% of the world’s food commodities.
Through innovative supply chain
products including cold chain solutions
lies a wide spectrum of digital tech
including loT devices on refrigerated
containers and in warehouses that
contribute by providing real time
info on condition of food, thereby
supporting the organization’s
objective of halving food loss that
occur during transit. In one recent
example, Marsk participated with
Wageningen University and several
customers to create a prediction
model (a digital twin) to create and
trial food quality related to data

from container monitoring.

Despite these successes, inertiain the
logistics industry has always been a
challenge to overcome when it comes
to adoption of digital technology.
There is, however, a digital imperative
and a bright future ahead. Despite
volatility in global GDP, the extended
impact from COVID (0, and rising
trade tensions between states, top
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A continuous stream of
investment will be needed
to work on these global
challenges and uplift the
current digital landscape,
remove legacy tools and
systems, and develop a
framework that can not
support adoption of the
loT devices

shipping companies in 2000 formed an
association (DCSA- Digital Container
Shipping Association) to establish IT
standards across the industry. Their
purpose — facilitate digital connectivity
and seamless data communication
that anyone can leverage. This body

is focusing on creating industry wide
standards for data and interfaces,
interoperability of smart container
solutions, digital improvements

in operations to reduce wastage

of resources, reduced greenhouse
emissions, and documentation

related to cybersecurity.

It remains a challenge for Marsk

and other players in the sector to
capture the values of integration,
connectivity, decarbonization, and
growth all together due to global
disruptions that continue to undermine
service delivery, and the lack of
standardization, data, non-supportive
policies, and partnerships that dampen
the growth much needed to progress
on these systemic opportunities.

As an industry, we stand at crucial
inflection point where decision needs
to be made regarding future growth,
collaboration, and partnership in the
name of integration and sustainability.

A continuous stream of investment
will be needed to work on these global
challenges and uplift the current
digital landscape, remove legacy
tools and systems, and develop a
framework that can not only support
adoption of the IoT devices, but also
allow the users to harness the data
into meaningful insights to support
growth for the customers, improve
conditions of stakeholders in the value
chain and support the sustainability
agenda for society in general.

This decade seems to be the decade

of action for many such initiatives and
digitization and inclusion of technology
in logistics might come across as an
easy answer to many of the challenges,
albeit one of the hard one to crack. il

About

Abhay Kinra is a supply chain logistics
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multiple trade routes at sea; operations
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MBA from the Copenhagen Business
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sustainability and governance.
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The Supply-Chain Mess

Daron Acemoglu
Professor of Economics at MIT

Recent bottlenecks and price surges have
underscored the risks that come with sprawling
global supply chains supposedly builtaround the
principle of economice ciency. But beyond these

glaring issues, supply chains impose additional

social costs that warrant policymakers’ attention.

lobal supply chains

used to be the last thing

policymakers worried

about. The topic was
largely the concern of academics, who
studied the possible e ciency gains
and potential risks associated with
this aspect of globalization. Although
Japan’s Fukushima nuclear disaster in
7000 had demonstrated how supply-
chain disruptions could impact the
global economy, few anticipated how
central the problem could become.

Not anymore. Today’s supply-
chain bottlenecks are creating
shortages, propping up inflation,
and preoccupying policymakers
around the world.

US President Joe Biden’s administration
deserves credit for recognizing

that supply chains are key to future
economic security. In February 2070,
Biden issued an executive order
directing several federal agencies to
secure and strengthen the American
supply chain; and in June, the White
House published a (00-day review on

“Building Resilient Supply Chains,
Revitalizing American Manufacturing,
and Fostering Broad-Based Growth.”

This ZT0-page report contains many
important proposals. Some are
already part of the broader discussion
on improving the US workforce’s
skills and the economy’s capacity for
innovation. Other ideas have been
circulating for a while in international
relations and security studies; for
example, the document considers
the national-security implications of
defense and other critical industries’
reliance on imported inputs.

But the review’s most important
contribution is its observation that
global supply chains have imposed
various social costs: “Our private
sector and public policy approach to
domestic production, which for years
prioritized e ciency and low costs over
security, sustainability and resilience,
has resulted in supply chain risks.”
The review then asks whether hyper-
globalized supply chains are so great
for economice ciency afterall. G

Today'’s supply-
chain bottlenecks are
creating shortages,
propping up inflation,
and preoccupying
policymakers

around the world
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The default position among economists
is “yes, they are.” When two firms
enter into a transaction in which each
will gain something, that is good for
both firms and also probably for the
rest of the economy, owing to the
resultinge ciency improvements
and cost reductions. Whether this
involves a US manufacturer o shoring
the production of some inputsto a
Chinese firm is beside the point.

Yet supply chains can pose a danger

to an economy in two important ways
(beyond the defense-related concerns
mentioned above). The more complex
a supply chain becomes, the greater
the economic risks. A break in any
linkcana ectthe whole chainand
send prices surging if it creates sudden
shortages of a necessary input.

The worst-case scenario is when
afailure in one part of the chain
triggers domino e ects, bringing
down other firms and bringing the
entire sector to a standstill. Logically,
this scenario is similar to what one
finds in financial networks, where the
failure of one bank can push others
into insolvency or even bankruptcy,
as happened in 200 following the
collapse of Lehman Brothers.

In principle, because uncertainty is
costly, businesses will take these risks
into account when deciding to build
supply chains. In practice, however,
there are good economic reasons why
firms may overextend their supply
chains. For one thing, firms will
account for their own risk, but not for
the systemic e ectsthey are creating,
nor for the risks they are imposing on
other firms or the entire economy.

Moreover, when global competition
creates powerful incentives to reduce
costs, even small pricedi erences

o ered by foreign suppliers can
become attractive, especially in the
short term. In this age of stock-market
options and hefty bonuses, financial
interests also factor into managers’
considerations. CEOs enjoy immediate
compensation when they can achieve
cost reductions and increase profits,
whereas the significant costs of future
uncertainty — or even bankruptcy —
will likely be someone else’s problem.
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The worst-case
scenarioiswhen a
failure in one part
of the chain triggers
domino effects,
bringing down other
firms and bringing
the entire sector

to a standstill

A second way that companies may
overextend their supply chain is subtler
but no less important. The problem,
the White House review notes, is that
“the United States has taken certain
features of global markets — especially
the fear that companies and capital
will flee to wherever wages, taxes and
regulation are lowest — as inevitable.”
This statement echoes economist
Dani Rodrik’s prescient observation
that globalization is not just about
trade in goods and services; itis also
about the sharing of rents. As such,
the globalization of supply chains
isan integral part of the shifting
balance between capital and labor.

The most straightforward mechanism
for this process isthe o shoring of
inputs, the mere threat of which can
be used by managers to keep wages
low. This happens on both ends of the
o shoring transaction: US companies
can pay less to their employees by
expanding their supply chain to
countries (such as China or Vietnam)
where wages are already lower as
aresult of lax labor regulations.

A fragmented supply chain may also
make it more di cult for workers to
organize for collective bargaining,
creating yet another benefit for
businesses. Companies may even reap
tax advantages from globalizing their

supply chain, if doing so allows them to
book profits in lower-tax jurisdictions.

This second reason is problematic for
the US economy as well. It suggests
that managers will tend to globalize
their companies’ supply chains even
when doing so is not more e cient,
simply because doing so allows them
to shift rents away from workers

and toward shareholders. Not only
does this create an excessively
overextended supply chain; italso
distorts the income distribution by
suppressing wages, especially for
low- and middle-skill workers.

The White House report proposes
keeping more of the supply chain in
the US, especially in manufacturing.
But how can this be achieved? A two-
pronged approach would be the most

e ective. First, the need for meaningful
inducements for businesses to invest

in their domestic supply chains implies
that the tax advantages of o shoring
inputs should be eliminated, and the
opportunities for labor-regulation
arbitrage should be curtailed.

But other, more fundamental changes
are also needed. The global supply-
chain mess is an opportunity for the
US to have a broader conversation
about the economy and what it is for.
As long as CEOs remain obsessed
with short-term stock-market
performance, bolstered by the ideology
of “shareholder value,” they will seek
ways to shift rents away from their
workers, whatever the risks. ll
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Innovation’s
Quiet Truth

Only the Brave Will Survive

StephenJ. Andriole Noah P. Barsky
Professor of Business Technology, Associate Professor of Accountancy,
Villanova University Villanova University

All ventures must innovate to remain competitive.
However, the harsh reality is that most innovation
Initiatives fail despite massive investments in
methodologies, organizational structures and
human capital. Substantive innovation requires
far more than inspirational quotes about change
and irrelevance, aspirational task forces, dedicated
funding and other forms of stagecraft. This paper
synthesizes research on why innovation falters
and how courageous leaders can try to fix it by
disassembling its teams, structures and perhaps,
over time, its culture.
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Innovation Challenges

Innovation is not necessarily a
mainstream function. Regardless

of the industry, at its essence,

it challenges orthodoxy, vested
interests, misaligned incentives and
entrenched workplace power bases.
Not surprisingly, its failure is rooted
in widespread human, organizational
and workplace culture problems.

People problems include less than
perfect innovation leadership
capabilities: many executives and
program/project managers have
little or no innovation experience.
Further, the very skills and
competencies that advance careers
and serve traditional functions
well are ill-suited to innovation.

Functional experts often struggle
when asked to adopt a broad business
perspective, foresee market trends
and formulate true strategic insights.
Even with a clear and compelling
vision and mission, execution
frequently sputters as many leaders
lack the deep process, technical or
domain knowledge to innovate. Far
worse, others bring “bad politics”
that devolve innovation initiatives
into battlegrounds for budgets,
people and personal visibility.

The second set of problems

are organizational. Traditional
functional fiefdoms with chiefs,
teams and resource constraints
seldom achieve even incremental
innovation. In response, new
ventures fund, join, and publicize
flashy labs, Centers of Excellence
and corporate venture capital
organizations to spur innovation.
While increasingly popular, sadly,
these e orts falter too, seldom
yielding tangible accomplishments
or positive ROI. Their demise is often
attributed to rudderless leadership,
poor talent fits and more urgent,
competing resource requirements.

The last set of problems is anchored
in culture. While many companies
speak fondly about innovation,
they often view it cautiously, at
best, or even in some cases, almost
resentfully. Innovators in these
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cultures are sometimes quickly
ostracized as they challenge the status
quo, further inhibiting others and
thwarting change. As we explore here,
culture is the diagnostic starting point
for addressing innovation’s barriers

to lasting, meaningful change.

Innovation’s talent, organizational and
culture “importance-readiness gaps”
a ictorganizations, impair strategic
agility, hinder competitiveness

and drain financial resources. For
innovation to thrive, each gap must be
addressed with uncommon candor,

decisive leadership and credible action.

Innovation Defined?!

The Merriam-Webster Dictionary
defines innovation as “(2) the
introduction of something new or
() anew idea, method, or device:
anovelty.” Yet, senior leaders are
often unclear what they mean

by business innovation.

Clayton Christensen ((00W), in his
seminal book, The Innovator’s
Dilemma: When New Technologies
Cause Great Firms to Fail,
distinguishes between two types of
innovation: disruptive and sustaining
technologies. Disruptive technologies
are the “game changers,” while
sustaining ones modernize existing
products, services and workflows.
The latter are incremental, more
common, less consequential and,

of course, much less risky.

Innovation is not a mainstream
function. Regardless of the
industry, at its essence, it
challenges orthodoxy, vested
interests, misaligned incentives
and entrenched workplace

power bases

Figure 1: Types & Targets of Innovation

Risk, Impact & Failure of Digital Innovation Projects

Type Product
Disruptive Innovation that
Innovation Disrupts an

Modernization-

Based Innovation

Incremental
Innovation

Existing Product

Innovation that
Renews or
Upgrades an
Existing Product

Innovation
Designed to

— Simply Tweak an

Existing Product

Service

Innovation that
Disrupts an
Existing Service

Innovation that
Renews or
Upgrades an
Existing Service

Innovation
Designed to
Simply Tweak an
Existing Service

Process

Innovation that
Disrupts an
Existing Process

Innovation that
Renews or
Upgrades an
Existing Process

Innovation
Designed to
Simply Tweak an
Existing Process

For our purposes, we define innovation
according to Figure 0. Note that

there are three kinds of innovation:
incremental, modernization-based and
disruptive innovation. Note also that
innovation occurs among products,
services, business processes and entire
business models. Most “innovation” is
incremental. Incremental innovation,
no matter how it may be sold to
stakeholders, is barely innovation at all.
Real competitive advantage is created
by disruptive innovation, but many
companies are far more comfortable
pursing incremental innovation
because —as Figure [ suggests — it

is much less risky than disruptive
innovation and therefore less likely to
consume lots of resources or threaten
otherwise ascendant careers.

Innovation Talent

There are no perfect solutions to talent
problems. Many people problems

are intractable, but there are some
steps companies can take to improve
their innovation prospects. Perhaps
step one is to just look in the mirror.

Centers of Excellence, innovation
labs and corporate venture capital
organizations need the right people.
Matching talent to needs requires
candor and hard decisions.

Innovation skills and competencies
include ideation, design thinking,
scenario planning, stage-gating and
strategy, among other areas that

distinguish professionals from functions

like finance, marketing and operations.
If existing innovation talent falls short,
then new talent must be acquired,
which can be done by adding to the

permanentsta or through outsourcing.

Ahuja (Z0(T) cites the success of “citizen
hackers” who have

a passionate curiosity, prioritize
problem-solving and consider novel
business models. In the “6 Myths of
Innovations,” Birkinshaw, Bouquet

and Baresoux (Z0U) conclude that
“making innovation everyone’s job is
intuitively appealing but very hard

to achieve.” Managers can identify
problems, but rarely move from ideation
to commercialization, leading to
frustration rather than motivation.

Business Model

Innovation that
Disrupts an
Existing Model

Innovation that
Renews or
Upgrades an
Existing Model

Innovation
Designed to
Simply Tweak an
Existing Model
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While many

larger companies
speak fondly
about innovation,
they often view it
cautiously, at best,
or even in some
cases, almost

resentfully
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Barsky and Catanach (Z00l) advise
leaders to elevate the workforce’s
business acumen to attempt to break
this logjam. Do team members really
understand core business processes
and their relationship to competitive
advantage through innovation? Do
team members understand the business
“outside in” from the perspective of
customers, suppliers, competitors and
financiers? Are there incentives to
question the status quo, rewards for
experimentation and accountability
for business improvement? When
expensive innovation projects go
awry are the innovators in any

way “punished” by leadership?

Despite anecdotes to the contrary,
there are actually very few
professionals with real innovation
talent. The most talented ones

reside in start-ups —and therein lies
the problem for medium-sized or

large entities. It’s not a paucity of
innovation talent —it’s that many larger
organizations cannot recruit and retain
the “uncomfortable” talent that would
rather be somewhere else. Innovation
DNA is mismatched from the outset.

A common solution to this problem
is the retraining or upskilling of
employees to be more innovative.
Upskilling is always challenging
and not always appropriate (Freschi,
Z0Z0; Martinaitis, Christenko

and Antanavivius (Z020); Weber,
7070). Weber describes why up-
skilling is so challenging:

— Data: Companies typically don’t
have a clear view of their own
employees’ talents. Few firms have
repositories of data on a person’s
skills, internal reputation, learning
capacity, ambitions and interests.

— Speed: Converting a mechanical
engineer into an electrical
engineer, or a business analyst into
a data scientist doesn’t necessarily
happen in one quarter — or even
afiscal year — the cadences that
shareholders understand.

— Money: Employers have long
shown a reluctance to invest the
dollars needed to successfully
retrain large swaths of sta , even
when the economy is strong.

— Unrealistic expectations: Society
needs to recalibrate expectations
for worker retraining. Laid-o coal
miners probably won’t become
data scientists, and few AT&T line
workers will morph into software
developers as the company
transitions from a telephone company
to a wireless and services business.

The reason why professionals self-
select into corporations is precisely
because they believe their skills are
more suited to corporate life than
start-up chaos. Often, all the best big
companies can dois to hire or rent
innovation talent from the outside.
Upskilling is too often ine ective
and almost always expensive.

Innovation Structures

Companies that believe innovation
should be a core competency often
formalize theire ortsinformal
organizational structures such as
innovation labs, Centers of Excellence
and corporate venture capital teams.
Sometimes they organize vertically

where each major functional area

or line of business pursue their own
innovation projects. Regardless of
whether the approach is centralized or
federated, innovation initiatives need
budgets, teams, processes and a slate
of projects consistent with short-term
and longer-term business objectives —
none of which are easy to procure.

Gryszkiewicz, Toivonen and
Lykourentzou (Z00W) define innovation
labs according to their features:

U. Imposed but open-ended
innovation themes

7. Preoccupation with large
innovation challenges

<

. Expectation of breakthrough
solutions

. Heterogeneous participants
. Targeted collaboration

. Long-term perspectives

= = 1 W

Rich innovation toolbox

. Applied orientation

0. Focus on experimentation
(0. Application of systemic thinking

Unfortunately, and despite of
thoughtful lists of features like

these, innovation labs frequently fail
(Cornelius, 20Z(). For example, Ahuja
(2000) suggests that innovation labs
fail because they lack alignment with
the business, define and measure too
few innovation metrics and assemble
unbalanced talent teams. Khanna
(20Z0) echoes many of the same reasons
why innovation labs fail, including:

— Don't have a clear objective
and success factors defined

— Don't have long term goals defined,
broken down into clear quarterly

— Are not aligned to company goals
—Lack KPIs

a
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Substantive innovation requires far more

than inspirational quotes about change and
irrelevance, aspirational task forces, dedicated
funding and other forms of stagecraft

According to Pemberton (Z00W),
a Center of Excellence is:

“A physical or virtual center of
knowledge concentrating existing
expertise and resources in a discipline
or capability to attain and sustain
world-class performance and value

... (that) need to focus on a tight scope
defined around a specific capability
such as marketing analytics or digital
commerce ... (and) pushing beyond
standard performance norms to deliver
incremental value to the organization.”

COEs can be organized around internal
talent and/or through partnerships
with start-ups, universities and not-for-
profits. The insourcing/outsourcing
decision is critical to the success of
COEs which, when insourced, often

su er from poor performance —as
Speelmon (20ZZ) and Evans (ZO0W)
describe. Speelmon suggests that
COEs fail for these reasons:

— Lack of Strategy
—Insu cient Resources
— Poor Management

— Perceived Value

Evans (Z00\W) sees other
problems with COEs:

“At the heart of the challenge is a
fundamental misunderstanding of who
(or what) the COE is and the specific

value it is expected to provide to the
business. Ask the leaders of any COE to
describe the mission of their respective
COE and you will get a myriad of
responses ... the challenge is that each
item listed requires di erent degrees of
expertise, managing di erent processes,
with di erent outcomes, each of which
with di erent success metrics. As
COEs try to be ‘all things to all people.’
the business is left wondering what
overall value the COE is providing.”

Corporate venture capital (CVC)
organizations are another breed
altogether. They look for ideas
everywhere and invest in the ones
they believe best align with the
company’s strategic direction, or
even the ones most likely to redefine
strategy. In many respects they
behave like private equity venture
capitalists, though unlike PEVCs,
they spend their own money.

CVC organizations fail for several
reasons (Teppo and Wiistenhagen,
7000; Wendt and Spaulding, Z000;
Haslanger, Lehmann and Seitz, Z077).
Some of them include incompatible
corporate cultures, too much caution
and the lack of patience. But perhaps
most importantly, the failure to
understand the essence of venture
investing is the reason why CVCs
fail (Wendt and Spaulding, Z000):

“Venture capital works best when it
plays by a set of rules that are higher
risk than most corporate executives
are used to. VCs invest in innovations
that are far from product-ready, and
many fail to pan out —the price of
developing unproven ideas. Corporate
VC executives must be given latitude
and permission to risk failure.”

Traditional structures — labs, COEs
and CVCs —fail because they are run
by people with little or no innovation
experience. They also fail because they
immediately become entities of their
own, succumbing to all of the “best
practices” of traditional corporate
structures. They’re also politically
pre-programmed with project slates
developed by the same employees who
fail to understand that innovation does
not keep a schedule with planned stops.

One threat to innovation stands out
from all the rest: corporate culture.

Research suggests that cultures are
resistant until financial metrics suggest
change is existential (Andriole, Cox and
Khin, Zo0). Innovation culture should
be “sold” by innovation survivalists,
not organizational survivors. Survivors
have navigated corporate careers that
dodged countless change initiatives.
Worse, late in careers, as work horizons
shorten and salaries peak, survivors
have strong personal incentives to (1
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In fairy tales and
conference rooms,
the mirror lies to
appease the royal

resist and obstruct innovation.
Corporate culture remains

the most challenging threat to
innovation because its relentless
resistance to change.

Walker and Soule (Z00W)
have some suggestions:

“Culture is like the wind. It is invisible,
yetitse ectcan be seen and felt. When
itis blowing in your direction it makes
for smooth sailing. When it is blowing

For organizations seeking to become
more adaptive and innovative, culture
change is often the most challenging
part of the transformation. But culture
change can’t be achieved through
top-down mandate. It lives in the
collective hearts and habits of people
and their shared perception of ‘how
things are done around here.””

Cultures can change when their
existence is threatened (Andriole,
Cox and Khin, Z00W). Competitor
analysis can spark change especially
where rivals loom large. Banks and
equity holders can exert pressure
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against you, everything is more di cult.

for financial returns. In those
circumstances, innovation is easier to
motivate. But does it need to reach that
point? Yes, most cultures are bullet-
proof until agun is actually fired.

Leaders can address challenges to

the long-term status quo. Questions
address each aspect of the value chain,
by focusing on market trends rather
than internal benchmarks. Managers
who thoroughly understand how
business processes serve strategy
and competitive position are ideally
suited to innovate in ways that drives
a culture that values such thinking.
Are they easy to find? No, they are
not, but the recognition of what
companies need and the constant
search for internal and external talent
are necessary innovation steps. If this
search stops or fails, the prospects
for disruptive innovation weaken.

Conclusions

Leadership’s next best step is a long,
hard look in the mirror. In fairy tales
and conference rooms, the mirror
lies to appease the royal. Leaders
seeking innovation must cut through
the rhetoric and candidly assess
their talent, structure and culture.
In the unlikely event that solid
talent and structures are in place,
therefore, it reasons that culture
remains the key barrier to change.

Calling on managers to display
creativity and innovativeness is futile,
if they do not truly understand the
business, its competitive marketplace
and emerging technologies. This line
of inquiry raises questions about the
strategic consequences of inaction.
Such questions are often e ective

in reverse engineering a business

from a desired strategic position and
articulating the grim future of not
doing so. That’s the most honest look at
the faces in the mirror acompany can
take. If what companies see is real, they
can begin to pack up their innovation
strategy and wish it well as it travels
far, far away to innovate in peace.

Given all of the failure related to
talent, structures and culture,
perhaps it’s time to face reality

about the prospects for innovation.
Companies can keep spending away
at the problems or they can pursue
adi erentpath. Here are three
recommendations likely to improve
innovation at many companies:

— Admit that disruptive innovation
is beyond the reach of corporate
lifers. Admit that investments in
re-tooling, coaching and up-skilling
are unlikely to breathe innovation
spirit into corporate survivors.

— Disassemble the expensive, under-
performing internal innovation

structures that have failed for so long.

— Outsource (and remove from
“headquarters”) labs, COEs and
CVCs (or whatever they turn out to
be) through partnerships with those
who have successfully innovated
in direct and adjacent domains.

And the culture juggernaut? The
disassembling of internal innovation
structures and the outsourcing of labs,
COEs and CVCs can significantly
end-runthe e ects of culture on the
innovation mission. Over time, if
corporate cultures show signs of real
change, then perhaps companies can
rethink their innovation strategies.
In the meantime, companies

might think about how to kill and
then reincarnate innovation in a
place far, far away. History shows
that may be the best option.
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Industry Analysis
Taking a Look at Africa’s
Billionaires, Innovation,
and Impending Change

COLLER VENTURE REVIEW

Innovation and New Ventures
in Africa— The Road Ahead

David Grammig
Founder and Managing Director,
Grammig Advisory

Overview

his analysis section draws on one of the most
essential tools for analyzing a commercial
ecosystem, and facilitates an understanding
not just of what is, but what is becoming.

In this issue, David Grammig, of Grammig Advisory,
gives us a birds-eye view of entrepreneurship and
innovation in Africa, from the opportunities to the
challenges posed by still-emerging frameworks for
knowledge sharing, and for collaboration infrastructure
and education.

Looking forward, this section in future issues will similarly
be written by leaders addressing transformation in
ecosystems that are generally less well understood, yet
critically imbricated within our shared global context.
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Innovation and

New Ventures in Africa—

The Road Ahead

David Grammig
Founder and Managing Director,
Grammig Advisory

In this interview with the Coller Venture Review,
David Grammig, Founder and Managing Director

of Grammig Advisory, talks about the future
of Africa, and how new venture is growing on

the continent.

Coller Venture Review —
Hi David, thanks for taking the
time to share your venture and
inspiring vision. Let’s start at the
beginning. I understand that you
help connect private investors
in Africa. Can you explain?

David Grammig—
We create a network of family
0 ces, part of a network that
we intend to span the continent.
Itis the continent with the fastest
growing population, and Africais

not only growing but leapfrogging.

The opportunities are huge.

CVR—
Can you explain a bit when
you say “opportunities” —how
is this linked to funding and
support for new ventures?

Grammig —
Great question. We are principally
focused on three areas:

The firstis Food Tech — broadly
speaking, this means feeding

the continent. We also see many
opportunities in the Mobility
sector. To us, this is not just about
supporting mobility across a city (for
example) but, more fundamentally,
about connecting networks of
people, across villages, to one
another. Finally, we are focused on
Energy. Again, we look downstream
to impact. For us it’s not just cool
ideas, but the transformative
potential of those ideas. In the
energy sector, for example, this
includes energy solutions so

kids can study at night and even
participate in home schooling. i
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What we are not is a gateway

for foreigners to recolonize,
which is an important point to
make. Having said that, there

is plenty of room for foreigners

to participate. For example, we
have a Swiss company active in
Ghana, they work with Ghanaian
cocoa farmers. They have a triple
impact — environment, social, and
health. They help farmers who
earn less than a dollar a day, and |
cansay itisatrue collaboration.

CVR—
Zooming out for a moment, you
work across Europe and the
Mediterranean as well. How
would you compare innovation
across these ecosystems?

Grammig—
I think it's the sense of
innovation and the drive and the
resourcefulness of the people —
ideas that are really ingenious,
that solves problems that are
there. People on the ground are
often the best problem solvers,
and the people on the ground in
Africaare really still very close
to the problems they are trying
to solve —and with relatively
less resources. In my view,
the relatively short distance
between any given problem and
the need for a solution is a real
di erentiator. As | said earlier,
if we can't solve the energy
problem, it’s not that electricity
might cost a bit more...it’s that
children can’t get educated.

CVR—
Africais abig continent, and
it hard for those of us who
haven't lived or worked there
to really get a sense of the huge
potential you've alluded to,
beyond the specific areas of
focus you've mentioned. Can
you help further frame it?

Grammig—
Sure. Africa has T3 countries
with T3 governments and
endless numbers of political
systems. Several are financially
sophisticated and internationally
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Africais still
really protective.
| think it’s best
summarized

as ‘Whatever |
share with you,
you will use
against me to my
disadvantage.’
But this needs
to change, so
everyone can
work together
and expand.”

connected —there is tremendous
wealth in countries as far afield
from one another as Rwanda,
Egypt, Morocco, Nigeria, Kenya,
South Africa, Tanzania, and even
Zimbabwe. These countries and
others have tremendous natural
resources, and very highly educated
people —but also sanctions and

a political elite that has been
grabbing onto power for way too
long. So, in that sense, | would
say it is both huge potential —and
also of course huge challenges.

CVR—

Are you alluded to infrastructure
challenges here?

Grammig—

Absolutely. There are huge
struggles with infrastructure

and connectivity. A family that
attended my conference had to
travel Z3 hours...air travel is a big
hindrance to trade and connecting.
South African Airlines mostly does
domestic flights only. Electricity

is constantly being cuto . This

is not helping with business. The
South African airline is the most
sophisticated in the continent,

and even they have problems.

There are problems also with loans,
and with the banking system.

In fact, banks will finance real
estate and that’s probably about it.
There are many stories of African
entrepreneurs who went to the U.S.
or Europe or the Middle East to get
the capital they need to build their
businesses. The sophistication

of the banking system in Africa
generally is very low, which is why
the African money is going to Dubai,
where they receive the range of
financial services that they need
but don’t receive at home. This is
also why Mauritius is pushing to
become the hub of private banking
in Africa, an alternative to Dubai.

CVR—

The path for change sounds
complicated — how do you
bring this all together into
a unifying framework?

Grammig—
For us, it always starts with the
relationship. There are families
with four generations of wealth,
and it’s critically important to build
trust and be able to work across
not just across countries, but also
within countries, across generation.
There is also huge heterogeneity.
For example, f you google Kenya’s
richest families, 3 out of T have
Indian backgrounds. They are
Africans with Indian roots —and
thisis also partially in South Africa,
Kenya, and Tanzania. So culture as
well as ethnicity plays a huge role
in each and every relationship.

In addition, now that the continent
is growing, there is a lot of new
wealth. But clever entrepreneurs are
not always such clever investors —
thisisadi erentkind of diversity, a
sort of intellectual and experiential
heterogeneity. So we have to
address that too, in building the
relationship. In this case, we help
members of our network not just

to seize opportunities, but then to
think what to do with it, how and
where to invest. There are endless
interactione ects—in this case, the
new money is learning from the old
money how to preserve wealth.

Finally, we keep in mind context
and history. A family that made its
wealth in agriculture, for example,
and is struggling with climate
change... hasaverydi erent

set of challenges than a family
that started out in mining.

CVR—
How do you relate the micro
and the macro —the families
and the continents?

Grammig —
Well, at the family level, it’s clear
that I’'m not African. And I've
had to learn —it’s important to

recognize —that they have di erent
family networks — that they are,

for example, patriarchal with large
families. This makesadi erence.
And it makesadi erence if you have
a Christian or a Muslim family, it
makesadi erence if everythingis
being split between the children

or passed on to the first born.

You have to find and understand
their own way of doing it.

Beyond that, one has to understand
if a family wants to invest outside
of the country, or maybe even
outside the continent. Some have
the notion that one has only really
made it if they’re recognized in

the U.S. and Europe. It’'s a real
asymmetry of sorts —while African
Americans are realizing they want
to invest on the continent, the
locals are pushing the money out.

When we work together, we look for
opportunities abroad as well as on
the continent. And we understand
the unique challenges of each. For
example, we had a Kenyan family

that spoke about their biggest
failure, and it was their failed
expansion into Tanzania. When they
spoke to a Tanzanian family that
we brough them together with, the
Tanzanian family said “Everything
you did was wrong. But also what
was wrong was also the conclusion
you drew from it.” And in this way,
they learned from each other. They
actually entered a joint venture, and
are now working together. They
need to learn from each other still.

This working through the families
and then through the families across
the continent is no small task. |
spoke to a gentleman from Nigeria
who asked, “Do you understand
the continent”? And I said “No, but
neither do you. You as a Nigerian
don’t understand the Kenyans

and the Mauritians. This is exactly
why I'm doing what I’'m doing.

So you can learn from one another,

o

and work on things together.” (i
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As a non-African, you
don’t go by yourself.
You need the local
partner...if you go to
Zimbabwe and buy

a blueberry farm,
two weeks later it’s
no longer yours
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CVR—
Beyond everything you have already
shared with us, how would you
help us understand the broader
culture —i.e., what should those
thinking about working in Africa
remember to keep in mind?

Grammig—
Great question. Here | would say
Africais still really protective.
I think it's best summarized as
“Whatever | share with you, you will
use against me to my disadvantage.”
Remember — If you've made itin
an African country, you’ve made
it despite the circumstances —
despite a lack of education, workers,
corruption. You made it because you
were clever and smart and navigated
the system. So the thinking is —
the more I tell you about the
system, the more | give away and
then you become a competitor.
But this needs to change, so
everyone can work together and
expand, and this is something
we are trying to help change.

CVR—
In summary, and as you look
ahead , can you summarize for
us the success that you aspire
thate ortslike yourswill bring
about twenty years from now?

Grammig—
Absolutely. First, for all of us,
it’s about sharing and growing
cultural know-how — confidence
vision, and horizons.

Beyond that, | aspire that there
will be greater connectivity
between families to talk to each
other, and work together and
align their activities, whether

in business or philanthropy —to
have trust and collaboration with
one another. With the African
free trade agreement, the first
step has been made, but Africa is
still very fractured. Even greater
connectivity between economies
will facilitate free trade, and
greater connectivity between
private actors will make them a
little less private, and open for real
collaboration with their peers. |
think of this practically as “We
have a background in healthcare,
so let us take care of hospitals and
you take care of education, even
if we work in your country and
you put your network in ours.”

It's amazing how much is being
done on the continent, but still
they are all doing it on their own.
They have so much work ahead

of themselves, if everyone cooks
their own broth, it’'s won’ be quick
enough to get Africa where it needs
to be. What isimportant —and what
we fundamentally aspireto—isa
geographic approach where tons

of individual entrepreneurs work
hand-in-hand with one another,
and with governments. It will
ultimately be a collaboration of
global and local player players who
will take know-how, technology,
and funding, and drive change. &l

I hope there will be greater
connectivity between
economies to facilitate

free trade, and greater
connectivity between private
actors, to make them a little
less private, and open for real

collaboration with their peers.

| think of this practically as
‘We have a background in
healthcare, so let us take
care of hospitals and you
take care of education, even
if we work in your country
and you put your network in
ours.’ If everyone cooks their
own broth, it’s won’ be quick
enough to get Africa where
it needs to be

About

David Grammig is based in Zurich,
Switzerland, and is the visionary behind
an exceptionally unorthodox network-
building approach in the family o ce
space, leveraging his career experience
in banking, intelligence and business
development industries.

As former Director for International
Relations at a GCC-based single family

0 ce, David has established, and continues
to grow, valued connections with fellow
family o ces over the years. David lives

by the credo “no level of technological

sophistication can replace a handshake,”
which isno di erent regarding his family
0 ce networks.






















In theory, theory and
practice are the same.
In practice, they are not.

Albert Einstein
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