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Interview with co-author Dr. Marco Iansiti; The Keystone Advantage: “This is an
important book that should be read by anyone interested in the dynamics of
modern business.” —- Bill Gates

In aprior blog, Iindicated that IT is the enabler to both internal and external business ecosystemns, This
creates a demand for professionalism since IT is mission critical to enterprize effectiveness and business
agility. In essence IT is a kind of Keystone and this ties into an interview I conducted with Marca, [Mote:
due to its length, I didn'tinclude the entire discussion.]

I wauld like to hear wour apinians in thiz farum ar zend me an e-mail at zibaraki@cips.ca,
Enjoy! ... From Stephen Ibaraki, ISP,

Iifarco Tmeiti, Dravid Sarnoff Professor of Business Administration at Harvard Business
Schaal

i Can you surnmarize the key theme(s) of your latest book, "The Keystone
Aadvantage: Whatthe Mew Dynamics of Business Ecosystems Mean for Strategy,
Innowation, and Sustainability"?

A My book, The Keystone Advantage, summarizes ry findings after years of looking at various company's
'ecosystems' and understanding how they had been able to thrive and grow, or struggle and fade, Through
rmy work with Fortune S00 companies, [ came to recognize that biological ecosystems can be a powerful
analogy for business networks, And that a company's success depends onthe success of its ecosystem -
its suppliars, custamers and partners,

Ifound thattraditional buziness models, which are prone to place emphasis on internal competancies, are
no longer adequate in a world of massively interconnected business ecosystems, Today, successful
companies use what I call the Keystone Advantage, utilizing the collective competencies of an entire
network in order to achieve a competitive advantage.

Q: In "The Keystone Advantage"” vou describe two categories of clientele, Please describe these twa
cateqories and address their needs,

A Inmy book, The Keystone Advantage, I sought to address the unique and rapidly changing needs of two
audiences, The first audience, ar Group &, is made up of key decision makers and executives inthe IT
industry who have a sense of their company or product's ecosystem, but seek a deeper understanding of
haow to effectively impact and ranage it. Specifically, Group & is looking to be more structured and
analytical an their business decisions in order to develop a systematic strategy to manage their
ecosystem,

The second audience, Group B, also includes key decision makers andfor executives, only this time they
are not zalely from the IT industry, but other industries as well (2.g., operations and manufacturing), Sroup
B understands its business processes and their reach outside of their own entarprize, This group is
primarily interested in the drarmatic impact IT tools and applications can have on its business in order to
help them compete and collabarate more effectively with other organizations,

Gt How do companies go about understanding their dependencies and relationships, identifying critical
assets internally and externally, and building strength throughout the business ecosystem?

A& Understanding vour company's dependencies is critical to knowing and gauging the health and potential
of the ecosystem in which your business lives, In my book I outline three steps that a company may apply
to better understand itz relationships, dependencies, strangths and, ultimately, its weaknesses,

The first step is to analyze and understand vour ecosystern. This means an in-depth analysis of its
structure, key plavers, the competition, and the overall health of its rarket. Through this process, key
izsues, strengths and weaknesses are identified and 50 too are potential partners, With the analysis
complete, it's time to develop metrics aimed attracking and analyzing the performance of the maost critical
daomains and partners in the ecosystem, This is critical as S0% or more of the value added to most
products and services are a function of external organizations through partnerships, collaborations andfar
joint ventures, Yet, most campanies do not measure these external rmetrics,

The second step is about developing a strateqy based an this analysis, Through the collected insights, it's
time to determine the company's 'rale’ in the ecozystem, A=z my book lays out, there are faur (4] roles a
campany may take, including: an Enabler; a Keystone; a Dominator or a Miche player,

Third in the process is the building outthe business around the company's new strategy, From a CI0's
perspective, thiz is the time to ask a list of questions aimed at ensuring vou can build the business aut,
Guestion such as "whattachnologies will I need to irmplement?”, and "what are the processes I need in
place?" are typical, and will get you to the nextlevel. Competing in an ecosystem, managing a complex set
of relationszhips requires new capabilitiez and is a new role for IOz, With the increased reliance on
outsourced services, even for key assets and capabilities, for evample, the execution of an ecosystem
strategy, and the CIC's role in that strateqy becomes paramountto a company's competitiveness,

These three steps will lead vour company to a better understanding of its relationships, dependencies and
strengths and weaknesses,

Q¢ Do you have particular views on outsourcing, innovation and its implications?

A More and more we see businesses - big and small - focused on cutsourcing, Organizations are not only
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outsourcing non-core functions such as HE or IT infrastructure, but they are also starting to rely on
partners for crucial buzinesz functions, zuch as innavation and critical strategic partnerzhips, From
healthcare to financial services, the market for outsourcing has grown to nearly $1 Trillion with no slow
dawn in sight, The attraction is obvious -- companies continue to outsource not anly for the inherent cost
savings associated with low cost (and often times highly skilled) labar pools, but alza to enhance their
strategic capabilities and irprove innovation by moving non-core strengths to a third-party vendor,

Take hozpitals and hozpital systems for esample, With the care of patients, Research and Development
and teaching considered 'core' strengths of many hospitals, it makes sense to move back office functions
to a specialized operational firm, Leave the care of patients to the hospital and move operations to a highly
skilled, taechnical vendor. The good news is that we're starting to see the market bear these kinds of
specialized services and service providers, Of course, outsourcing is a lightening rod forissues
surraunding privacy, so I think the issue will be plaved outin the media and thraugh public palicy,

O this topic, it's also worth mentioning that with any decision to outsource, a company must look at what
it's giving up, Inherently, zamething is lost by outsourcing work, so it's key to decide what thatis and then
weigh the risks associated with your decisian,

i Bill Gates has endorsed your work, Please comment on what he zaid,

A Inthe early stages of Microsoft, Bill Gates understond the idea of being a Keystone Plaver and seems to
have been keenly aware ofthe ecosystem his company was growing within, Az a result, Microsoft is built on
many of the foundations autlined in my book, One of the most abvious iz its role az an 'Enabler' focused an
facilitating the activity of other (software) developars, Az you know, Microsoft was started with tools and
not DO SwWindows, butthe company's role as an Enabler in the community eventually led to Windows,
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