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Counterbalance to Eurasian Advantages
Diamond notes that Europeans encountered their own difficulties as a result of
‘conquering new regions. Many Europeans struggled to survive when they
‘permanently moved to new environments. They often did not take well o the hot
and humid climate of the tropics. They found it complicated to use the farming
techniques they leamned n their homelands. In many cases thelr crops failed to
grow. They died in large numbers as the result of infections and tropical
diseases. Their animals also became diseased and died.

Europeans needed to leam lessons from the people they dominated.
Native Africans had mastered the complexities of farming in the heat and
"humidity and lived on sustainable diets. Local people knew how to build villages.
They spread out the population to reduce the spread of disease. They
constructed their dwellings at a distance from wetlands where mosquitoes would
breed and infect people. These lessons would help the Europeans survive in
their new environments.

Conclusion
According to Professor Diamond's research, the inequalities of the world are not
based on race or ethnicity. People all over the world are smart and they are
largely successful at mastering the complexities of their heritage and
geographical location. Having said that, Europeans were more successful than
‘many people in improving the quality of life and mastering other peoples. The
explanation is not that Eurasians were more intelligent, clever, o talented.
Rather, the advantages of geography, climate, environment, and animal and
plant domestication led the tribes of Eurasian origin to be dominant in recent
history. Once they achieved a superior position, they colonized new terrtory with
their use of guns, germs and steel
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Chapter 7. Overcoming Vulnerability for Business Success.

Introduction
In his 2007 book tiled The Resilient Enterprise, Yosef Sheffi argued that
‘companies and individuals suffer less in uncertain times if they make the right
choices in advance of business or personal shock. The goal is to create a cimate
where people realize that things will not always go as planned. In such an
environment, people form a mindset where flexibility is a component of business
operations. This means people or organizations develop the capacity to exnibit
proactive and dynamic behavior when they encounter significant aaversity. The
positive response seeks to deal with trauma, tragedy, threats, or even significant
levels of siress. Resilience helps individuals navigate through a bad situation
using social, psychological, cultural, and physical resources that can sustain their
well-being.

‘Sheffi claimed that a resumption of normalcy after a disruption occurs
‘more quickly if the right choices precede the incident. These choices are more
important than actions taken in the midst of a crisis. He also proposed that
resiience benefits people and organizations even when no emergency or
imminent threat exists. He recommended building flexibiiy into daly life and
systems by using proven lessons and a responsive culture. This means we
balance safety and security with redundancy, allowing us to achieve goals using
different paths. Finally, he Sought to show that building flexibilty is not costly.
Instead it reduces risks and gives competitive advantage in an uncertain and
Volatile world.

‘Sheff reported the story of different responses to supply chain disruption.
‘One company was resilient. The other was not prepared for the event. Figure 7-1
explains what happened.

Dell Computer
In the period 2000 to 2005, Dell Computer used Intef's Pentium processor to
power ts personal computers. The production process and supply chain activities
involved a number of players. Toshiba Ceramics grew silicon and sliced it into
wafers in Japan. The wafers were shipped to the United States where an Intel
‘semiconductor lab in Oregon etched the wafers. The etched wafers were shipped
to Malaysia where Intel's assembly operations packaged the wafers. Finally, the
packaged waers were shipped to Ireland where a Dell factory inserted the wafer
‘packages into computers. Sheffi pointed out the need for considerable flexibility,
redundancy, and preparation for disruption in such a situation. Figure 7-2
‘contains a diagram showing one way that could work
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Figure 7-1. Phillips, Nokia, and Ericsson.

The Incident
Lightning struck a Phillips N.V. semiconductor fabrication plant in New Mexico in
March 2000 starting a smallfire that was quickly extinguished. Nobody was hurt
and damage was minor. The plant was a primary source of microscopic circuits
for cell phones. Forty percent of production went to Nokia and M. Ericsson. In
‘addition to the trays of wafers that were destroyed, production was interrupted.

Aftermath
After the fire, Phillips alerted 30 customers that a fire had taken place and
production was stopped. Phillips estimated the time delay prior to restarting
production, telling customers that a one-week delay was expected. The actual
delay tumed out fo be much longer. In response to the news, Nokia and Ericsson
took different actions:
« Nokia. This company demanded to know all details of Phillips operations so
other factories could be used to supply microchips. It put the search for

microchips into a critical risk category. The result was almost no disruption of
deliveries o customers.

Ericsson. This was a different story. Lower-level employees did not tell the.
head of production about the delay for several weeks. When Ericsson finally
requested help from Phillps and other suppliers of microchips, it leamed that
Nokia had locked up all spare capacity.

Outcome
The small fire caused significant losses. For Phillps, the losses were in the range
of one to three million dollars after $40 millon in lost sales were offset by
business interruption insurance. For Nokia, some additional costs were offset by
athree percent rise in market share as it replaced Ericsson in some markets.
Ericsson was the big loser, suffering a $2.3 billon loss in its mobile phone
division in 2000 accompanied by a withdrawal from the market in April 2001.

Lesson Learned. No loss is small when an organization is not resilient in terms
of understanding the relationships among events and activities.

Delf's efficient supply chain was part of a build-to-order business model. Buyers
‘could go directly to www.dell.com and place their order. The system was known
as Dynamic Value Chain Management (DVCM). It was designed to minimize idle
cash, receivables balances, and inventory levels. It was arguably the most
efficient supply chain/distribution system in the worid. It was a just-in-time.
inventory system supporting direct sales at the website.
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Figure 7-2. Flexibility and Redundancy to Avoid Disruption.
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To achieve resiliency, Dell made use of the redundancy of eight manufacturing
sites. They were located in Austin, TX, Nashville, TN, Winston-Salem, NC, Brazil,
Ireland, Malaysia, China, Poland, and India. Parts arrived, were assembled,
tested, and shipped. The company’s inventory equaled four days of sales. Signs
of business success included:
« Strong supply chain management
* Quick Intenet purchases to build good relations with consumers &
suppliers.
« Strong long-term alliances with suppliers and customers.
+ Creation of sales prior to stocking inventory increases the speed of
payment and reduction of inventories.

Dell achieved other benefits from the power of the design of ts supply chain:

* Less Financing Needs. Low cash, receivables, and inventory balances
reduced the level of borrowed funds to finance working capital.

« Buyer Satisfaction Commercial buyers could use business to business
(B2B) effectively. Savvy individual buyers could efficiently work with
business to consumer (B2C).

+ Customer Satisfaction. The approach to inventory management drove

response that increased the effectiveness of
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« Superior Price for Performance. Its supplier, manufacturing and
distribution systems had lower costs and prices.

« Customization. Customers could design exactly, and only exactly, what
they wanted.

+ Technology Speed. Four days inventory tumover allowed quick updates
of technology.

Financing Resiliency
A computer equipment company such as Dell can use resiliency in other ways.
Suppose for example, it is seeking to expand sales of its products. The marketing
department wants to sell to growing businesses that are likely to succeed but that
are experiencing cash flow problems. Many buyers do not have the $1 million
needed to make an average purchase. Nor do they have financing. The vice
president for marketing could ask the controller to provide the names of
companies that are slow to pay their invoices. The vice president could offer to
finance purchases. After a customer signs a note recognizing s debt, the VP
can sell the loan agreement to a partner bank. With the company evaiuating the
customer's operations and also agreeing to take back and resell the equipment,
the bank was reducing its risk. Thus it could discount the loan at a low interest
rate. Figure 7-3 shows how it would work.

Resiliency and Management Philosophy
As organizations pursue resiliency, they can take different paths. Figure 7-4
shows two companies. Haynes takes one approach to its business model. Grady
takes a different approach. Which has greater resiliency? This might be a matter
of opinion as the resiliency comes from different places:
* Haynes. Its business model emphasizes conservative financing of assets.
Its flexibility comes from low cost of debt. It also has low fixed costs.
« Grady. This company pursues profits and is willing to take more risk. It is
more profitable and greater cash flow can make a firm resilient. At the
same time, it has more risk from the higher level of fixed costs and debt.

Disruption at Ford
Ford experienced a 13 percent drop in production during the fourth quarter of
2001. What caused the decline? Trucks carrying components for automobile and
truck manufacturing were stopped at the Mexican and Canadian borders in the
weeks following the 9/11 attack on the World Trade Center in New York City.
Sheffi recognized we cannot see every source of disruption S0 we must be
prepared to deal with the unexpected.
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Figure 7-3. Earning a Profit on Financing Customer Needs.

Situation
A manufacturer sells equipment with data s follows:
Cost of equipment 550,000
Terms of trade (Days) Net 30
Selling price 1,000,000
Financing periods 36
Interest charged to buyer 9%
Interest charged by bank %

Loan to Customer
A debt amortization technique calculates a $31,800 payment by the customer for
36 months at 9 percent interest.
Loan  Periods Interest Payment
1000000 36 0912 31800

Sell Loan to Bank
Since the bank charges a low-risk interest rate, it buys the loan for more than the
face value. Reversing the debt amortization process gives us a present value of
$1,029,880.

Payment Periods Interest Present Value
31,800 3% 0712 1029880

Profit on Transaction
‘The profit to the company is the total of the profit on the loan and the time value
of money delay because of terms of net 30. Company experience shows net 30
actually means a delay of 45 days to get the cash into the bank. The profitis
$38,510

Sale * Rate * Actual Days = Profit
Delay in payment 1,000,000 * 07 * 45365 = 8,630
Profiton Loan 20880
Total profit 38510

Additional Profit
Without the financing, the company might not sell the product. It would lose its
profit on the sale. If the manufacturing and other costs were $550,000, the lost
profits would be $1,000,000 minus 550,000 or $450,000.

Lesson Learned
Flexibiity can be profitable.
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Figure 7-4. Comparing Haynes and Grady.

Balance Sheet (000s)

Haynes
Current Assets 6000
Fixed Assets 22000
Total 28000
Liabiliies 10000
Equity 18000
Total 28000

Income Statement (000s)

Haynes
Sales

Variable Costs

Fixed Costs.

Operating Income

Eannings per share

Return on Investment
Cost of Debt
Debtas a percent of assets

Conclusion

Companies have always needed flexibility dealing with changing conditions. The
situation is even more dramatic as a result of complexity and rapid change in the
post-American world.
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Chapter 8. How Collaboration Changes Everything.

roduction

Ina 2006 book titled Wikinomics, Don Tapscott and Anthony Williams encourage

us to challenge long-held assumptions about knowledge and experience.

Organizations are encouraged to collaborate for  variety of benefis:

+ New Ideas. Using remote technology, people from a variety of
backgrounds and cultures can share knowledge.

+ New Players. Individuals far away from the center of the action can join
the discussion and make contributions.

« Better Decisions. When people work together, they are more likely to find
the right solutions to problems.

Values Affecting Collaboration
Three categories of values affect the success or failure of collaboration in
organizations:

« Core Values. They affect the behaviors and actions expected by
‘management. What s it that we really believe? What i it that we are
doing? Do the people care about each other? Without trust as a core
value, collaboration can fail.

+ Stated Values. These are the policies that implement the core values.
What are the relationships among units? What is the policy for sharing

information? What s the level of competition versus cooperation among

ividuals and departments?

« Stakeholder Values. These are the expectations of shareholders,
employees, customers, suppliers, regulators, and other stakeholders. Do
they agree that the entity is pursuing the right goals? Is it behaving
according to the proper ethical or other standards? Is it interested in
efficiency, protecting the environment, and other worthy objectivels?

Collaboration Leadership or Management?
An immediate concem is whether the process of collaboration is led or managed.
Management involves:
« Open Access. We give people open access to information and the
opportunity to contribute to discussions.
+ Decentralization. The organization must step outside a rigid hierarchy so
ideas can flow from the source to the needed destination.
«  Egalitarianism. In a process of effective collaboration, everybody is
equal. People are evaluated and judged on the basis of their contributions
to the discussion and their participation in the group problem solving.

Collaboration does require management. It does not necessarily require
leadership. If you open the door, light will shine through. This lesson is often
forgotten in organizational decision-making processes.

.
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Collaboration Risks
Itis not always easy to bring people together in an effective effort to share ideas.
The ideas of different stakeholders are subject to trade-off by decision-makers or
bargaining processes. What is eagerly sought by one individual will be resisted
by another. What s discarded by a culture may be the solution that is needed for
a problem. We can reduce the risks if we encourage people to be flexible when
discussing issues. In collaboration, creativity tends to trump consistency. High
versatiity among participants enhances good outcomes. Low versatiity
diminishes the results.

Collaboration and Pre-judgments
‘The book raised the question of the knowledge and training to perform a specific
function. Do we make advance judgments that some people can contribute and
others cannot? The authors think it has a negative impact when individuals of
different backgrounds and experiences are left out of a discussion. They support
their view with the description of a company that was seeking to interpret.
geological data and identify the likely location of gold deposits in the ground. We
might assume the skills belong only to graduate-trained geologists. Figure 8-1
presents the story of GoldCorp and the result of collaboration.

Other Support for Collaboration
Some interesting studies provide information to support the Wikinomics view of
the power of collaboration. Many of them are concemed about the accuracy of

information when diverse individuals come together and no one individual has a

full depth of knowledge of a subject.

Wikipedia Accuracy
Nature magazine is one of the parties that investigated collaboration accuracy. It
used a peer review process to compare Wikipedia and the encyclopedia
Britannica's coverage of science. Errors were found in both encyclopedias. What
do you think was the average number of errors per science entry? The answer is
the two sources were quite close in terms of errors. Wikipedia had an average of
four errors per article. The encyclopedia had an average of three.

More Wikipedia Accuracy
‘Thomas Chesney of Nottingham University conducted a different study of
accuracy. He asked fity-five graduate students to examine one Wikipedia article
‘each. Some were experts in the fiekd matching the article. Some were not
experts, as they had not studied in the field of the article. Did the students find
many errors? A small percentage of students found errors. Both groups ranked
the articles as being credible. We can observe one interesting difference in
viewpoint. The expert group ranked their articles as more credible than the non-
expert group.
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Figure 8-1. GoldCorp Challenges Assumptions.

Situation
‘GoldCorp was a gold mining company headquartered in Toronto with mining
operations in Red Lake, Ontario. Gold deposits were running out and the
company's geologists had no new ideas.

Rob McEwen, the chief executive officer of the company, atiended a
‘conference at MIT in 1999. He heard the story of Linus Torvalds who used the.
Intemet to reveal the code for the Linux operating system. Thousands of
‘anonymous programmers contributed to the development of Linux.

Action
McEwen retumed to his company and released to the Intemet all its geologic
data from 1948-1999. He invited all geologists to help the company find new
deposits. The actual project was the GoldCorp Challenge in March 2000. The
‘company offered prizes of more than a half-million dollars for the best estimates
of the location of gold deposits. Over 1,000 individuals tackled 400 megabytes of
data.

Outcome
The results from the GoldCorp challenge were striking. Entries identified 110
potential large deposits. Half of them had never been previously identified.
McEwen ordered $10 million to be spent drillng in the deepest and remotest
areas of the mine. The company discovered rich new gold deposits in 80 of the
100 locations. The company grew in revenues from $100 million to $9 billion.

Importance of Collaboration
We might ask what was the occupation of most of the participants? The answer
is that they had no single occupation or training. Among others, geologists,
‘mathematicians, consultants, graduate students, and military officers made
‘submissions. They used tools from applied math, advanced physics, artficial
intelligence, chaos theory, and other areas to analyze the data.

Lesson Learned
Tapscott and Williams believed that GoldCorp and other examples demonstrate
the high-quality results that can be produced by collaboration. It allows the.
interaction of knowledge and mutual learning among groups of diverse people. It
can achieve goals as a result of creative decision-making and problem solving.
The process can repeat itself indefinitely.
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‘Swarm Theory
Ifan organization finds hidden sources of ideas, it can respond early to threats
and move to take advantage of opportunities. A'July 2007 National Geographic
article titled “The Genius of Swarms” supports the role of collaboration outiined in
Wikinomics. Two concepts stand out:
« First, aswarm is a large body of individual organisms that moves together
in the pursut of a goal
« Second, swarm theory describes efforts to understand the success of
swarms.

Swarming Ants
Ant colones find food by swarming. The story is told in Figure 8-2.

Figure 8-2. Ants Swarm for Food.

Situation
Twelve thousand species of ants currently live on the planet in colonies dating
‘back 140 million years. As a behavioral trait, ants organize highways along the
shortest path to the nearest food. They build elaborate nests and stage massive
raids on other creatures. Such successful behavior seems to show ants to be
clever engineers, architects, and warriors. According to scientists who study
‘entomology, the branch of zoology that studies insects, nothing could be further
from the truth. These scientists point out "When it comes to deciding what to do
next, most ants do not have a clue.”

An ant colony can have millions of individuals divided into workers

(commonly sterile females), drones (fertile males), and queens (fertile females),
none of whom have any vision for the colony. Instead, leadership arises from the
collective action of the colony or swarm intelligence. Simple creatures follow
simple rules. Each party acts on local information. No one has the big picture.

Action
So how do ants find food? They communicate by touch and smell. Early morning
patroliers seek food outside the nest. If many come back quicly, they found
food. Then, foragers go out. If many come back, much food was found.
Everybody goes out following a chemical path called a food trail pheromone.

Lesson Learned
‘Simple swarming can obtain the results needed to succeed in certain situations.
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Swarming by Bees

Bees also display swarm inteligence. When selecting a new hive, scouts go out.
An individual bee retums and dances with enthusiasm for a specific site. More go
out. When a site attracts as few as 15 bees, it becomes the choice.
Entomologists believe the choice is usually the best among competing sites for
the new hive.

Airbus A380 and Swarm Theory

An example of using swarm theory arose unexpectedly when a group of MBA
students assessed risks in the development of the Airbus A380 jumbo jet. The
project was assigned to the candidates in 2006 when the A380 was well into
development. A number of difficulties and setbacks hampered the project and
Airbus was concemed about exposures to completion and faunch of the jumbo
jet. To deal with the situation, Airbus implemented a management initiative
known as the Powers program. It had two components:

« Structure. This part covered risks of setting up efficient aircraft
production, integrating the complex supply chain, and improving and
streamlining assembly of the giant plane once mass production began

« Operations. This covered financial operations involving the handiing of
cash and management of cash flow, shortening the development time to
full production, and solving problems in manufacturing and operations.

Figure 8-3 shows the program with the addition of one box

Figure 8-3. A380 Powers Program.
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‘The addition of the Airport Issues box s the result of swarming. It emerged from
the intervention of MBA candidates studying enterprise risk management (ERM).
Four teams of candidates studied the Powers program with the encouragement
to swarm over possible risks. They observed the omission of a risk category that
should be visible as part of the program. In formal presentations in class, they
‘made the argument that a key success factor in the sale of the jumbo jet would
be the existence of a large number of airports capable of efficiently handling the
plane_ This exposure needed greater visibilty at Alrbus. Thus, Powers should
‘add an airport isk category to the first level of visibilty.

‘The MBA teams went further, developing their own view of sub-isks in the
newly created airport category. They identified airport issues that Airbus needed
to raise with both airports and airlines o they could hande the unique features of
the jumbo jet. These were:

« Emergencies. Airports and airlines would need new procedures to deal
with unexpected or dangerous situations because of the large number and
concentration of passengers in the terminal or loaded on a single plane.

« Baggage and Passenger Handling. These are two other exposures.
Most airports lacked the capability to move efficiently a large volume of
baggage between the terminal and a single passenger plane. Since the
A380 has double-decker doors, airports might have to modify physical
facilties to load and unioad passengers efficiently.

« Adequacy of Airports. A final problem was the availability of a robust
network of aifports to handle the plane. In 2006, only eight airports in the:
world proclaimed themselves ready to handle the large aircraft. The
‘absence of many altematives to take off and land would reduce the
flexibility of aircraft operations and limit the ability of the plane to fly
altemative routes in response to market condtions This situation could
encourage airlines to delay orders for the plane until more airports created
the capability to handle it

Al of these recommendations came from an initial swarming of possible risks
and the subsequent effort to use lessons from the swarm o solve problems.
Figure 8-4 shows the situation graphically

Home Depot
Home Depot, founded in 1978, had grown to $40 billion in revenues by 1998.
Then, growth and profits stalled. The board sought new leadership and found
Bob Nardelli He had a successful career rising (o the top echelon of General
Electric. He was an aggressive leader who was credited with taking chances and
getting results. After failing to win the position of chief executive officer when
Jack Welch retired, he left GE and joined Home Depot.
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Figure 8-4. Airport Risks after Swarming Effort.
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New Culture
Mr_ Nardelli changed the culture of Home Depot. To get the company moving, he
installed a military-style management model. Thirteen percent of the company's
employees had military experience. This was compared to four percent at Wal-
Mart. Over 500 of the 1,100 employees hired into management between 2002
‘and 2006 were previously junior military officers. By 2006, more than 100 were.
store managers. Bob had a distinct philosophy. A person who has faced a
‘shooting enemy will be calm when dealing with a tough customer.

As a result of the change in leadership, the culture at Home Depot was
dramatically altered. Prior to 2000, store managers had enormous authority.

‘They used their knowledge of local conditions and, in many cases, ther instincts
rather than data and analytics, to run their operations. Starting in 2000, major
decisions came from headquarters where analysts measured performance and
set goals. They used analytics such as profitability of products and stores and the
‘number of customers that passed through the door.

The new System produced results. Between 2000 and 2005, sales at
Home Depot rose 75 percent and profits doubled. By 2006, the company was the
world's third fargest retailer and its success was attracting attention. In March
2006, Fortune magazine identified Home Depot as the Most Admired Specialty
Retailer for 2006 and named it the 15th most admired global corporation
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‘Swarming at Home Depot
At the same time as the favorable public press, four groups of MBA candidates
were asked to apply swarm theory to Home Depot. The company had all sorts of
favorable press. The challenge was to find out f it was deserved. The teams
began their search.

‘The first symptom of a problem was the performance of the company's
stock It dropped seven percent from 2001 to 2006. This was compared to

Lowe’s, a major competitor half the size of Home Depot, whose stock rose 210
percent over the same period.

‘They looked inside the company tself. Inventory was sluggish. The
headquarters evaluated store managers partly on the basis of inventory. This is a
ratio of sales to inventory. A store could improve either by selling more goods or
reducing inventory. In a number of cases, store managers stopped ordering
inventory and shelves were empty.

A'second sign of trouble involved directives to cut the cost of staffing. Mr.
Nardelli ordered a reduction in the ratio of full-ime to part-time workers from 70
percent to 50 percent. A savings would result by reducing health care benefits
and refirement contributions. This was a disaster for morale.

‘The swarming activities found deteriorating conditions from a pressure to
‘perform accompanied by a failure of the company to make a real commitment to
the workers. Al four teams identified a culture of fear. The swarming found a
whole new language that had become part of employee discussions. The terms
were:

« Aprons. These were the store workers themselves described by their
‘orange aprons. An apron is useful but does not have to think

« Bob's Army. This was a reference to individuals in the store leadership
program where half of new hires were former military. What happened to
individuals who were not former military? It was not good for morale.

« Bobaganda. This term described company programming on televisions in
employee break rooms. The monitors continuously displayed tips to sell
more merchandise, gave wamings on improper behavior, and shared
“inspirational” messages ffom senior managers and executives. The MBA
teams saw a stressful time when employees were trying to relax.

« Home Despot. This was the ultimate sign of cultural problems. For
disgruntied employees, it became the undercover name of the company
itsel.
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The teams swarmed elsewhere. A final nail in the coffin occurred when the
candidates discovered the University of Michigan Annual Customer Satisfaction
Survey: In the 2001 survey, Home Depot and Lowe’s each scored a 75. In 2006,
Home Depot dropped to 67 while Lowe's rose to 78. In spite of accolades in the
‘media, Home Depot was not a hit with customers. lts score put it in last place in
the department store and discount store category.

‘What did the teams know at this point? Home Depot was a failure of
collaboration. It did not recognize customer dissatisfaction, employee low morale,
and the separation of local managers from business decisions and strategies. In
asituation like this, things could go wrong. In 2006, four teams of MBA
candidates presented negative reports on the company under the leadership of
Mr. Nardelli As a result of swarming, they identified the situation in April. By July,
the Wall Street Journal and other publications picked up the story. On January 2,
2007, only 10 months after the Fortune magazine most-admired article, Mr.
Nardelli resigned after a six-year tenure as CEO.

Footnote. The story of Mr. Nardelli did not end when he left Home Depot. In
August 2007 he became the CEO of Chrysler Corporation.

More Evidence
James Surowiecki provided other evidence of the impact of collaboration in his
2004 book The Wisdom of Crowds. He believed a diverse collection of
individuals making independent assessments would make more accurate
forecasts and achieve more successful outcomes than expert decisions and
central guidance. Effectively, itis a risk management application of the role of
collaboration and swarm theory.

Air Liquide Evidence
It also appears that companies have discovered swarm theory. The National
Geographic article on swarm theory describes Air Liquide and its effort to find the:
best routes for delivery by its trucks. It tracked the routes followed by individual
drivers and inserted the data into a computer model with plant scheduling,
weather, market pricing, and truck routing. The software resulted in huge
savings. Other companies throughout Europe use the process for deliveries and
telecommunications networks.

Conclusion
Collaboration does seem to bring advances in how we collect and interpret
information. We have seen several examples in the past. In the complex and
fast-moving modemn business environment, collaboration is likely to play a key
role in solving a variety of problems.
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Chapter 6. How the West became Dominant in Business.

Introduction
In his 1997 book Guns, Germs, and Steel, Jared Diamond examines how the
West developed into the most powerful force in business, politics, and global
‘power. Nobody can dispute the fact that some parts of the world became more
developed than other parts. The societies in Europe began a fise in the 1.500's
that spread to North America. The industrial revolution, commerce, and discovery
of new inventions made the United States, Canada, England, France, Germany,
and other westem countries the most advanced and powerful nations on earth.
“This occurred in spite of the fact that other parts of the world had developed
earlier. China, India, and the Middle East were far more advanced than Europe in
the fifth through ninth centuries. Can we understand what happened to reverse
the situation?

Diamond Jared has an answer. This book explains and supports his
thesis.

Start of the Story
Diamond's inquiry began with his refationship with Yali, a politician and religious
leader in Papua New Guinea. The two men spent a considerable amount of time
together discussing a myriad of topics. The conversation often noted the.
differences in economics, power, and technology between residents of the
‘second largest istand in the world and the Europeans who dominated the island
for hundreds of years. Diamond focused on a single question frequently asked by
Yali. The question was, "Why do white people have so much cargo, but we New
‘Guineans have so lttle?” In this context, Yali used a local term "cargo” o refer to
the agricultural, manufactured and other goods so prized by westem societies.

‘The question led Diamond on a search for an answer. He knew the same
question could be asked by the peoples of Asia, Affica, South and Central
America, and Australia. Why did Europeans and their descendants in North
America dominate the world for more than 500 years? What gave the West the
ability to destroy nations and cultures and kill, conquer, displace, and even
exterminate their inhabitants, often in ruthless and brutal fashion? These
incidents happened all over the world, affecting many peoples including Native:
Americans, aboriginal and Affican tribes, and the native residents of many
regions. The European dominated areas continued to lag behind the West even
after the end of the so-called colonizing period.

After many discussions with Yali, Diamond went back in history some
13,000 years to a time when most peoples of the world were equal in power and
‘opportunity. The lifestyle involved hunting, fishing, and gathering for survival. But
there were problems:
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* Hunting. This is a hit or miss proposition and thus s not a stable or
productive way to find food. One strategy is to pursue large prey to
provide food for multiple periods such s a few days or a week_This is a
fime-consuming activity as animals must be found and tracked. It can also
be dangerous as man engages beast with a spear or bow and arrow.
Even after engaging the animal, success is not guaranteed. The quarry
may escape or be lost to other predators.

« Fishing. This, too, does not hold any guarantees for sustained feeding of
‘agroup of people. The fishing efforts can be seasonal or cyclical. In
‘addition, because of a lack of means to preserve fish the food must be
eaten shorty after it captured.

« Gathering. This term refers to collecting food or raw materials that grow
or are otherwise found in the wild. Women typically performed this work. It
ranged from picking wild fruit to cutting down trees to get the edible pulp in
the center. Gathering was a labor intensive and often backbreaking task
but could be more reliable than hunting or fishing. The drawback was that
the resulting food did not provide sufficient protein or calories to support a
large population.

Better Crops
Diamond's first discovery in his joumey was that some areas had a major
‘advantage based on their geography. Gathering could be replaced by farming if
you were in the right place. The best place to be was the Middle East because it
had better crops. The area offered wild barley and wheat, which were fairly
nutritious and relatively easy to store for months or even ionger. The next step
was the people leamed that these crops could be fammed. This replaced the more.
tedious task of gathering. Once the farmers of the Middle East mastered their
craft, they could store food to get through periods of drought They could support
larger populations than could be sustained with hunting, fishing, or gathering.

Domestication of Animals
‘The next discovery involved a development about 9,000 years ago when people
leamed how to domesticate animals. The horse and ox could be hamessed to a
‘plow, allowing larger growing areas and a more productive cultivation of fand.
The people could also use animals for other purposes. They were a source of
‘meat and milk, which were sources of protein. The hair and skin of the animal
‘could be converted into clothing and biankets. They were also a renewable
resource. The animals that were most suitable for domestication could reproduce
themselves within a few years. This advance in faming and food production led
to greater abundance of food and the possibility to support sill larger
populations.
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The Fertile Crescent
This is a crescent-shaped region that includes the Tigris and Euphrates rivers
and ranges from Egypt through the eastem Mediterranean coast and then
‘curving down to the Arabian Gulf. This area is known as the "cradle of
civilization” because itis the place where the farming of good crops was merged
with the domestication of animals to create the first powerful civilizations.

Although the Fertile Crescent was geographically blessed with the best
crops and farm animals, it declined over a period of more than 1,000 years. The
climate was too dry and the land too fragile to support intensive farming. The
crops, domesticated animals, and knowledge of farming migrated westward
toward Europe, westem Asia, and North America. For purposes of our continuing
discussion, these areas will be known collectively as "The West "

Element of Luck
Diamond argues that Westemn civilization is not o much a product of superior
ability or intelligence. Instead it is the result of luck. He is more formal and
professorial saying the success results from a chain of developments that were
‘made possible by specific preconditions. That is true, but clearly the success is a
‘matter of luck

Rise of The West
The success of The West starts with the fact that Eurasia had the world's
greatest availability of high-quality plants and animal species suitable for
domestication. Specificall
* Farmable Crops. The area had barley, two varieties of wheat, and three
protein-rich legumes (peas, beans, and lentis). Eurasians also had flax, a
plant grown both for ifs seeds and for its fiber. The plant can provide an
edible linseed oil. It can also be used to make fabric, dye, paper,
medicines, fishing nets, and soap.
« Domesticated Animals. Horses and donkeys provided agricultural
‘support and transport. Sheep, cattle, and goats were sources of meat,
leather, wool, and glue.

The West was poised to grow rapidly by the 14th century.

Limitations outside Eurasia
We may take it for granted today that the world has farming and domesticated
animals but it was not globally the situation in 1500. Figure 6-1 shows a glaring
inequality as Eurasia domesticated many species of animals. South America had
success only with the llama and alpaca. The rest of the world had no domestic
large animals to provide food or help with chores. Examples of regional
difficulties are:
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Figure 6-1. Timetable of Domestication of Animals.

Animal Where Domesticated
Guinea pig Andes Mountains
Liama Andes Mountains
Alpaca Andes Mountains
Silkworm China
Bactrian camel Eurasia

Eurasia

Eurasia

Eurasia

Eurasia

Eurasia

Eurasia

Eurasia

Eurasia

Eurasia

Eurasia

Eurasia

Eurasia

Eurasia

Eurasia

Eurasia

Eurasia

Mexico

Tibet

undetermined

= North America. Native American farmers had com, a labor-intensive crop
‘where each stalk must be planted one by one. Eurasian wheat and barley
can be sown quickly by spreading and covering seeds. Com did allow
farming and some large communities developed. The size of the
population was limited as com has less nutritious value than wheat and

barley.

« Central and South America. They had the same deficiencies as North
America. Even the addition of bananas and tropical ruits did not make up
for the dietary weaknesses.

* Sub-Saharan Africa. This area had large mammals but they were wild
‘and could not be tamed. Horses and camels from Eurasia cannot be
compared to zebras and mostly wild mammals. Eurasians chanced to
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* have the most docile large animals on the planet: horses and camels that
are easily tamed for human transport. Their biological relatives, zebras
‘and wild asses, cannot be domesticated. Elephants can be tamed but it is
difficult to domesticate them because they do not breed well in captivity.
'With respect to food sources, Affica had cattle, goats, sheep, pigs,
chickens, and other animals that had to be protected from lions, leopards,
‘and other predators.

« Australia. This continent was completely isolated with no advances in
farming and an absence of domesticated animals.

* China, India, and East Asia. These areas shared with Europe the
lessons from farming and domestication of animals. We would expect that
they would emerge as powerful nations and societies. In fact they were
quite developed and civilized. Sitil, they did not pursue modernization.
This may have been a matter of culture, religion, philosophy, ciimate, o
other factors. Diamond does not cover these issues.

* New Guinea. Much of Diamond's knowledge comes specifically from his.
close contact with New Guinea. He notes that all the animals useful for
human survival in New Guinea came from the East Asian mainiand 4,000
t0 5,000 years ago. These did not include oxen, horses, or other beasts of
burden. Thus, the people in New Guinea did not have plows because they
lacked the animals to pull them. He concludes the island did not advance
technologically because the people spent too much time and energy trying
to feed themselves.

East-West Orientation

Ahidden advantage for Eurasia was that s large landmass and few barriers to
'movement existed along an axis from east to west. This compares to the
Americas and Affica where the north to south orientations produces wide
variations in climate. Crops that grow in the cold weather do not transfer easily to
the tropics. In Eurasia an animal or crop that works in one area can be:
successfully transferred elsewhere to a similar climate or environment.

‘Specialization

With the advantages of food and climate, the Europeans were able to free a
portion of the population to invent and specialize. Europe developed a political
elite, priests, scribes, artisans, scientists, inventors, and merchants. By the 15t
century, Europe was in a position to exert ts influence throughout the world

Eurasian Advantages lead to Conquest

Europeans took advantage of their new knowledge and skills to conquer the
peoples of Africa and the Westem hemisphere. The most important of the
explanations for success were:
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* Guns. The soldiers of Spain, France, Great Britain, and other countries
‘were amed with superior weapons. Guns trumped spears or bows and
amows.

« Steel. With high quality swords and body armor, the soldiers were
‘equipped to win batties when guns were not enough.

* Domesticated Animals. Horses allowed soldiers to move quickly and to
fight from the advantage of an elevated person compared to someone on
the ground.

« Training. Europe had military specialists who fought in organized
structures and tactics. The men were not fammers who fought. They were
trained soldiers.

« Maritime Technology. Europeans could sail across oceans and arrive at
specific destinations Using sextants and compasses.

« Writing. The sharing of information, past experiences, and strategies
through the written word prepared the Europeans for conflicts and gave:
them an advantage of knowing what worked and what did not work

The Role of Germs
It may seem strange that Diamond's book title contains the word "germs " In fact,
this was a massive luck factor allowing European domination of so many
peoples. Animals did not provide only power to grow crops, rich food o provide
strength, transport capability to move people and supplies, and hides for warmth.
They also provided immunity from germs that originated with animals. The recent
history of disease shows the most important infectious "killers of humanity" were
germs derived from animals. We suspect smallpox evolved from Cowpox.,
influenza originated in pigs and ducks, malaria migrated from birds, and measles,
bubonic plague, and tuberculosis began in cattle. It appears that immunity to
these and other diseases was built over time as Eurasians kept pets, farmed
fields, lived in close proximity to various animals, and experienced animal fecal
‘contamination in crowded urban conditions.

“This was not the situation for natives of the Americas or Africa. Without
large domesticated animals, the opportunity to acquire immunity did not exist.
'When Europeans came into contact with native inhabitants, disease spread
rapidly and decimated local populations. When germs were added to guns, steel,
and other advantages of the Westem arsenal, conquest was all but assured.




