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4O BUsimess Binnacte Allan Rodrigues — Profile

Allan Rodrigues retired honourably from the Indian Navy in 1994 after serving 21 years. He is the Sword of Honour of
his course and winner of the Lentaigne Medal at the Defence Services Staff College in Wellington India. During his
Naval Career he has commanded IN Ships Nipat, Himgiri, and Subhadra. He has also been the ‘Commander Work-up
and Sea Training’ of the Western Fleet and the Second in Command (XO) and Chief Instructor of the Naval Academy
INS Mandovi. He was cleared for promotion to Captain but chose to join industry. He migrated to New Zealand in 1995.

In New Zealand, Allan has been a senior manager and C-SUITE ‘board level' senior Management Consultant. He
specialises in aligning strategy, finance, operations, decision engineering and performance management. Over the last 30 years Allan
has been the lead management consultant for several major multi-million dollar projects over a range of industry sectors including
the development and analytics for the reform of the sea and inland port & freight hub sector, the alignment of key supply chain hubs
and assets across New Zealand to increase supply velocity, value based projects for the TV satellite and broadcasting sector, major
electricity utilities, kiwifruit and agronomy, a review of the captive insurance sector, a benchmarking project for a major Australian
Bank and technology start-ups under risk. He has designed a 4" generation Balanced Scorecard and an IT Portfolio Management
Financial Model. Amongst the major projects he has undertaken is a ‘Real Options’ valuation of a major section of the national
electricity grid in New Zealand, a valuation of the worldwide marketplace for the satellite ‘occasional-use’ time sensitive carriage of
news and sports, strategic alliances and several strategic planning and valuation projects under risk and uncertainty.

Allan’s qualifications include an MSc (Defence Studies) University of Madras (Lentaigne Medal) and an MBA (Elective Finance) from
Henley Management College and Business School, Oxford on Thames, Oxfordshire U K. He is a noted industry based adjunct
professor who has been invited to both lecture (and guest lecture) at the master’'s degree level at universities in New Zealand and
Australia over a period of twenty years from 2001 to 2021. He has conducted advanced logistics and supply chain governance
advisories for senior operations/supply chain managers of the major NZ companies and defence services on behalf of the Centre for
Supply Chain Excellence (CSCE) at the University of Auckland. He is curmrently the MD of The Business Binnacle Ltd
(www.thebusinessbinnacle.co.nz) a management consulting practice. He is currently semi-retired from full-on consulting work.

19/07/2024 allan@thebusinessbinnacle.co.nz 2



4O Blsiness svnacie Acknowledgements

The project was current during the timeline it was compiled and remains so for the most part. Whilst the data in some
cases may be outdated, the underlying analytical methodology is current in many cases. Nevertheless, these
methodologies need to be periodically peer-reviewed.

Many of the tools used have been obtained and adapted from peer-reviewed sources. The work of Professor(s) Simchi-
Levi, (Wharton) on the ‘global optimisation’ of the GSCs, Theo Notteboom (Maritime Institute, Univ of Antwerp) and Jean
Paul Rodrigue(Texas A & M) on port reform and the port eco-systems, Michael Porter (Harvard) on Value Chains and
competitive advantage, Kaplan & Norton on strategy mapping and the balanced score card, G. Bennett Stewart, on
Economic Value Added (EVA) , Ashwath Damodaran on valuations under risk and uncertainty, Dixit and Pindyck on
‘Investments under uncertainty’, Kulatilaka & Abrams on ‘Real Options’ feature across all four presentations. The work of
Yves Doz & Gary Hamel on Strategic Alliances, Kenichi Ohmae, Simon Benninga (Wharton) on Finance and Strategy, all
master strategists in their own right feature in the detail in presentations 2 to 4.

The author has also used his own work on the nexus of the value chain and supply chains, the de-aggregation of value
chains and the 4G Balanced Score Card to inform this project. All models that have been used or adapted have been
referenced. They feature at various places in the presentations.

The Author thanks the many senior managers past and present on the C-suite of many of New Zealand’s large Sea Ports,
Inland Ports, Dry ports and Freight hubs and the principal shippers of the main New Zealand export companies for sharing
their practical and hands-on experience in operating and managing some of the most complex global supply chains in the
world. Many of the models developed by the doyens of the Global Supply Chains in academia were adapted for this
project using the hands-on knowledge of these practitioners in the marketplace.
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Abbreviations

ABBREVIATIONS AND TERMINOLOGY.

ABBREVIATIONS AND TERMINOLOGY.

Log design DFA  |DESIGN FOR ASSEMBLY Log Trade off CS CUSTOMER SERVICE
Log design DFL DESIGN FOR LOGISTICS Log Trade off ERU |EFFICIENT, RESOURCE UTILIZATION
Log design DFM DESIGN FOR MANUFACTURING Log Trade off QoS QUALITY OF SERVICE
Log Trade off VOB |VOICE OF THE BUSINESS
Log Innovation |l INCREMENTAL INNOVATION Log Trade off VOC |VOICE OF THE CUSTOMER
Log Innovation R RADICAL INNOVATION
Log types 1PL |[FIRSTPARTY LOGISTICS
Log Operations |CM CONTRACT MANUFACTURER Log types 2PL |SECOND PARTY LOGISTICS
Log types DIFOT |DELIVER-INFULL-ON TIME Log types 3PL |THIRD BODY LOGISTICS
Log Operations |[MANUF |MANUFACTURING Log types 4PL |FOURTHPARTY LOGISTICS
Log Operations |OBM ORIGINAL BRAND MANUFACTURER Log types CRL |CONTINUOUS REPLACEMENT LOGISTICS
Log Operations |ODM ORIGINAL DESIGN MANUFACTURER Log types RRL RAPID REPLACEMENT LOGISTICS
Log Operations |OEM ORIGINAL EQUIPMENT MANUFACTURER
Log Operations |VAR VALUE ADDED RESELLER PortEco Systems |CT CONTAINER OR BOX
Log Operations |VMI VENDOR MANAGED INVENTORY PortEco Systems |PES PES PORT ECO SYSTEM
PortEco Systems |VAFS |VALUE ADDED FACILITIES
Log Strategy  |GSC GLOBAL SUPPLY CHAINS PortEco Systems |VALS |VALUE ADDED LOGISTICS
Log Strategy  |[LSC LOCAL SUPPLY CHAIN
Log Strategy  |SVC STRATEGIC VALUE CHAIN
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M THE GSC - SVC CONFLICT DE AGGREGATON
- MANAGING CONFLICTS & STRATEGIC ALLIANCES
AT THE INTERFACE
. “
A !‘f: /2
/Presentation Pack 3 is a follow on from the earlier presentation cum data documents \
compiled namely:
UPART 1 The PORT ECO SYSTEM & Global Transportation Corridors \
UPART 2A & PART 2B: The Lean Agile Global Supply Chain Eco System %
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H‘GSINESS BINNACLE Presentatlon 3 Of 4
The Global Transportation Corridors

LYOUN TRUE NORTH

Opening Comment.

Note. The presentations may seem a bit crowded and dense. They are designed to be so.

The original project papers including the reports and presentations continue to be commercially sensitive and
have been redacted. Rather than rewrite a formal report compiling the various methodologies and findings and
for the sake of convenience in dissemination, the original presentation slides created for various forums have
been repurposed, but with explanatory notes included for the benefit of lay readers and non-supply chain
specialists. The author has designed the presentations to be a full document and to be readable ‘as-is’ in pdf
without added notes.

This series of four presentation packs have been compiled pro-bono to demonstrate the broad ideation funnel
used by some of the global supply/value chains of the world, as a way of educating/training senior managers
on the current work being done at the coal face of many of the modern supply and value chains of the world.

The author advises caution with their use. There is a need for peer review and constant updating. Many
globalisation strategies have come under fire post 2016 and the pandemic. Nevertheless, the ‘Global
Optimisation’ innovation developed by the many doyens in the field, are just as easily used locally in a single
country, or geography ,as well as internationally.

19/07/2024 allan@thebusinessbinnacle.co.nz 6



BUS‘l_Ness Tl | ne Lean- Agile Global (or Local) Supply Chains (GSCs & LSCs)
| o & their impact on the Global Transportation Corridors

These FOUR presentations capture the Architecture and Construct of the LEAN AGILE GSCs in tandem
with the efficient management of Sea Ports or Inland Ports or Freight Hubs on the GLOBAL
TRANSPORTATION CORRIDORS .Whilst they do delve into the asset management and operations
processes of Sea and Inland Ports, the focus in this section is on the GSCs and their sea-land
transportation rhythm and cadence

S r: ™% 711 p— = - (' TS 1__ 3 —v_.

i~ \ \ - " A L5

~. All four knowledge packs are densely packed as presentatlon cum data documents laid out in ways that

~ combine the knowledge, data and findings from several investigative reports and presentations written and
delivered over a long arc of several years by the author, with inputs from the port and supply chain analysts
on the team. The nexus between the GSCs of the world and the Sea/lnland ports on the transportation
corridors that interlink the global supply chains going outward or inward to and from New Zealand, and the
conflict with the Strategic Value Chains of the individual GSC members have been drawn out by the author
in some detail for the first time.

All four presentations cum data- documents answer the question

“What do Lean-agile Global (or Local) Supply and Strategic Value Chains need from the
various nodes and hubs on the world’s transportation corridors, so that they can manage the

' conflict between cost efficiency on the one hand and high agility (or High Fulfilment) on the
other?”

Their conflict on their Strategic value chains and their Strategic Alliances are addressed in this
presentation as PART 3 of 4 in the series

19/07/2024 allan@thebusinessbinnacle.co.nz 7



The Lean Agile Model for the GSCs manages the conflict between
being low cost upstream near the manufacturer/producer and

Busmess BINNACLE

providing high fulfillment (agility) downstream near the customer
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Upstream Pacific Agile
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- By < Lean Agile GSCs are data & knowledge
Indian » ®. hungry which empowers the Alpha Males
. to dominate a GSC. Left unchecked they
Ocean ‘ : o i
4 @i lead to ‘segment invasions’ on their
; ® : strategic industry wide value chains.
' | Global Optimisation and Coopetition to
.ﬁl. smoothen value earned is critical.
" Original Map T
by Civilspedia.com { ‘
Downside is also - “Carbon miles to market Manufacturing § - Knowledge .
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Transportation contributes ® Producers .Consumers
89% of carbon emission
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Lean Agile Hybrid Global Supply Chains (GSCs)

Global optimisation- Supply velocity, demand uncertainty conflict
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THE GSCs will HUB at those Port Eco Systems and Inland Port/Freight hub eco-systems that will give
them the best VALS and VAFs conveniently connected and located
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) Bsiness sinacte The Lean-Agile GSCs co-operate at four levels
o They also create asymmetries between supply partners

O FINDING YOUN TRUE NORTH

Elowebetieen GS.C Eotties / Adapted from Slack, Brandon-
(networked silos ) ‘ : Jones & Johnston (2022 )
Value : o
The Lean Agile — GSC construct is driven by
| : added U Shared Capacit
’ Networks pacity
U Seamless processes
Blophiciuesn Goenaions Value Q Synergies in Operations
(all processes in the silo) added
Processes O Shared expectation of gain based on risk
I Q % — versus return at each node of the supply chain
Value It is vital that supply partners understand both the
Flow between Processes added synergies and risks of sharing information and
(within the silo) =aliies knowledge. There is a constant nexus between the

Supply Chain and the Value Chain of the firm. If left
unaddressed it defeats the GSC “CO-OPETITION”
construct of both Cooperating & Competing.

[

AT Resogrces It leads to segment invasions on a Strategic Industry Wide
(shared between silos) .
Value Chain or

| iE?:E The STRATEGIC VALUE CHAIN (SVC) battlefield

1 e — oo mEmmmmmm e mmmm—m—m———— e "s\
I I
@ 2 =
' The Value Chain The Strategic Signature The Strategic Value Chain :
: Primary & Support Activities Key Success/Limiting Factors Value Margin Silos :
\ ]
e e e e —_—————— =7
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LRSI G UE [T liEEVNI(E of Sea Ports and Shippers in the Hinterland

The Gaps show their different Value Propositions

Reputation QoS /damage

KEY SUCCESS FACTORS HIGH MED LOW KEY LIMITING
(KSF) VP VP VP
Strategic Size FACTORS HIGH MED LOW
Location / (KLF) VP VP VP
Port
Maritime Connectivity / Congestion ] 1
Access To Hinterland k GA/F:/JL Ag;:sr;:
Modern berthing Infrastructure 4 Drayage distance
e — to CT Yards
Port Capacity (Flexibility) < GAP | > ——
Ship Service Frequency \) / Fort Ec_o Systom
v Industrial
Port Efficiency Speed / Reliability / '< Disputes
/ \ Poor Scheduling
Port Eco-System (VALs/ VAFs) | T~ Ships/cargo/CTs
: : : : GAP | Damage to
Quick response (Risk Pooling) : : ’ Cargo/CTs
Marginal /Dynamic Pricing GAP {’/ Poor information
Integration
Data - Knowledge Integration £ Poor Electronic L /
\ Data Transfer ;

Adapted by Allan Rodrigues

— gﬁﬁpggggs from Value Innovation Graphs
Strategic Curves by Kim &

| Mauborgne 1992, 2015: 2017 )

11

Labour Relations Efficiency

N

Access To Finance Resources
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E.gfmss — The GSC morphs from logistics to the conveyance of

‘resources’ & ‘value-adds’ on a ‘Strategic Value Chain’ (SVC)

O At the Macro level the Global Supply Chain begins to morph from the logistics of moving a
product to the conveyance of added value services along with the activities knowledge
and expertise that adds value at each silo on the Supply chain.

U The GSC facilitates the movement of resources that are driven by value activities on a
strategic value chain, where different entities add both resources, knowledge expertise
and value to the product service being conveyed.

O The Strategic Value Chain captures this interface between supply partners, one of whom

King Kong Is always the partner with a dominant competitive advantage in the market
(universal

pletures 2009) O Left unaddressed the Supply Chain becomes a subset of the Strategic Value Chain unless

value along the supply chain is globally optimised.

Somewhere on the supply chain for resources is usually an alpha male who
dominates it and often will not easily listen to reason
It becomes vital to understand not just the Value Chain of the individual firm
but the supply industry’s “Strategic Value Chain’ which can create a
battlefield of hostile takeovers and invasions between supply partners

THE KEY TO SUCCESS IS
0 MANAGING THE COOPETITION INTERFACE
0 GLOBAL OPTIMISATION
0 MANAGING THE GSC - SVC INTERFACE

19/07/2024 allan@thebusinessbinnacle.co.nz 12
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O Michael Porter (1985) introduced the concept of the value
chain as a ‘system’ driven by ‘subsystems’, each with its
own inputs, transformation processes and outputs, with
‘marketing’ and ‘customer support’ as additional value
drivers. The VC has since matured into several avatars.

O Porter identified these as relationships and linkages that
determined ‘the sources of sustained competitive
advantage’ that created the value & wealth of the firm.

O Porters VC is an activity-based view of the firm. It includes
value-added services like marketing, admin & customer
service, technology, human resources that add value to the
physical transformation of the core operations of the firm.

O The Value Chain captures what happens at the value
boundaries between the supplier of the firm (Inbound
logistics) lying upstream, the Core Operations of the firm
and the value lying downstream nearer distribution and
retail. Each have their own value-added activities.

Begin with Porter’s original ‘Value Chain’ (1985: 2021)

" and ‘Support’ Activities that create value

Support Activities

The Value Chain

General administration

Human resource management

Technology development (-,-”

' Procurement
Inbound Outbound | Marketing | Service &
Operations and sales "‘3

logistics logistics

Primary Activities

Source: Competitive Advantage: Creating and Sustaining
Superior Performance by Michael E. Porter. Copyright © 1998
by Michael E. Porter.

U The modern ‘strategic value chain’ recognises that value positioning begins with the birth of the product with the supplier’s
supplier and finishes with the distributor’s distributor, often many times removed, all the way to the death and disposal of a

product/service.

U The modern avatar of the value chain recognises the conflict between the value chain and supply chain boundaries of the firm.
Supply chains require information, and the seamless sharing of capacity, fixed/mobile asset and processes to be effective.

O Conversely the sharing of information and knowledge across the supply chain boundaries empowers the strategic value chain of
the supply partners upstream or downstream who in turn embark on segment invasions and even hostile take overs to capture

the sources of most value on the industry wide value chain.

19/07/2024
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Managing the Alpha Males on the GSC requires finesse

% “\ BUSINESS BINNACLE : : i X :
@ESD v vounmoswormm Ergo Understanding the Value Silos in which each entity creates value
GSC- SVC )
value chain Value Boundaries
adapted &
designed by ‘/‘! >
Allan Rodrigues M1 =2 Mo=2 | > M3=7T—> (C1)=2 | | (C2) | M=Margin
C = Costs)
Risks etc

Processes

IlllllI‘IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII.IIIIIIIIIIIIIIIIIIIIIIIIIIIII

People
llIlllII‘IIIIIIIIIIIIIIIIIIII TOtaIMarginz
lIlllllllllllBlll(ljlIlllllllllllllll M’S minus CS
Core Manu Import & " Izl Customer
Retailin
e facture Distribution J Ll Support

Infra
structure
Inbound Core Outbound Mktg ADMIN
Logistics Activity | Logistics || Sales CUS SUP
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| O Porter’s value chain opened the door to networked or industry
wide “Strategic Value Chains”. This adaptation plots profit
mark-ups at each silo and value boundary.

U SVCs map value combinations of Key Success Factors
(KSFs) and/or Key Limiting Factors (KLFs) impacting on the
value of each firm at the silo boundaries. KSFs/KLFs change
with changes in products, services the macro environment .. .

U In this version each firm places itself at the centre of the SVC
and maps primary and support activities from the birth of a
product/service to its final death/disposal from its own point
of view. There are shared value activities amongst the GSC
—SVC partners which are a risk, as somewhere on the SVC is
an Alpha Male who must be managed.

U The value boundaries depict the Profit Mark ups at each silo
shown as M1, M2, M3. There are shared costs C1 and C2
that must be met. The customer pays for the total cost of the
product + the sum of the Markups + the shared costs. of each
silo from the birth of the product upstream, to its delivery to
the customer, or disposal, as the case may be .

U There are strategic and non-strategic activities in each silo.
The GSC-SVC battlefield usually takes place when one
partner earns a Profit Mark-Up that is perceived to be not
commensurate to the value add/risk of that activity,

This perception sets the stage for segment invasions to

capture the activity in the silo of another player usually by an
Alpha Male seeking dominance in its industry environ.

19/07/2024

The value chain silos on a GSC

Value Boundanes

|

A ——
v ‘ (C2) M = Margin
s ! ‘ C = Costs)
\
-------------- L AESnsnnnnn
\\‘
\
\
\I
Fesnnw L LR R Y T \
\
\
o k _J Total Margin =
llllllllllllllllll .‘Illl;élllltiv.lllil.lll l M'SmmUS CS
Import & Retailin 4 ERU— il
Distribution s Mgt Support
............ HEsnssnsanannianananunnn
Core Qutbound Mktg ADMIN
Activity Logistics |, Sales CUsS sSuP

-
>

U GSCs hy design require data and knowledge to be shared if
they are to be lean upstream and agile downstream.
Conversely it is this sharing of critical knowledge that itself
creates the invasion of a silo by another partner or entity.

a

as most industry players are conditioned to
fight for competitive advantage in their own industry.
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FOUR examples of the GSC-SVC Battlefield

Adapted by Allan Rodrigues amalgamating the work of Porter (1985:2022)
Simchi-Levi (2012:2022) & Cachon 2023 et al.
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[ Retailers
Sggt?gzﬁ Downstream
Want high Volume : Want low inventory
to reduce i RA & : i 4 To reduce unsold
stock

“rengt o ot~ .
Kong Universal Studio

Manuf costs

There is high uncertainty in demand

There is low uncertainty in sourcing bulk material M
The focus is on cost and resource utilisation Push-Pull The focus is on high service level (QoS)
Demand aggregation is at the component level Boundary & Flexible response to ramp up fulfillment

The Examples used demonstrate the GSC — SVC battlefield in four sectors.
THERE ARE SEGMENT INVASIONS BETWEEN DISPARATE COMPANIES
CROSSING INDUSTRY BOUNDARIES TO INVADE UNCONNECTED INDUSTRIES

Casel
A petrol Company
providing fuel to
motorists
Segment
invasions on the
GSC

19/07/2024

Case 2
The wine Industry for
mature wines and
new Varietals

How Alpha Males
downstream on the GSC
hijack the industry

Case 3
The Global transportation
industry the SVC battlefield
between the Shippers in the
Hinterland, the shippers and
the and the Gateway Sea Ports
and Satellite/Dry ports and
freight hubs

allan@thebusinessbhinnacle.co.nz

Case 4
The Global Insurance
Market place as
“Captive Insurance”
Providers
disrupt the insurance
GSC-SVC battle fields

16



Pre-invasion Petroleum Industry [&=ligel(=I8]aaRIale [V igVA S{el /@ olo]plilTedSHe] g Wi g[=]
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_ GSC -SVC Boundaries outsourcing, invasions
Value Boundaries

3 o
| “\9\6 %\eg o S M = Margin /Litre
\)%?,*90(@'3‘ M1 = 10c M2=20c | | M3=40c Fosie — Be
) ¢
e = g
5@‘6(6 _ Stock outs In transit The only risk 7% | Total Margin plus
< Risks High crude High Delivery is location £ 1 | costs paid by the
0 . stocks inventory and poor QoS £ i | end customer
w f=———————- e e e e e ke e v
- : Sells FUEL : i= Cost of fue_l $1.25
v Manufact’ Scheduling : +75 cents = $ 2.00
Process -t'g , +retail goods ;
7y} Production By Andy’s + EMCG :
LL tankers +Necessities g Petrol company
Q """" b} theCesSIties It e =k ===~ takes the risks
Engineers g Lion share of the
~ People High wage Drivers L(.)W cost : rofit is with Mr
7+ min wage ; Y
Q Staff Schedulers & Singh
= -I- staff g
S| ====-- -
0 ABC Andy’s tankers [l Mr. Singh New Manage
< | || IP/ICC refines manages Retails Fuel + | products large
'g crude oil logistics +Essentials New fuels § Corporates
Q| ======
QI nfra Owns Trucks Owns the
U?) structure Refinery & GPS system Petrol_ pump
Tank farms Scheduling + retail store
------ =mlmmmmmmm= GSC- SVC
Inbound Core Outbound Mktg ADMIN value chain
Logistics Activity Logistics Sales CUS SUP | adarted &
designed by
. . e Allan Rodrigues
Primary Activities
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{;“ﬁs.mss e The GSC-SVC battlefield

Aot Yok ok ehri original design adapted by Allan Rodrigues from Porter’s Value Chain

0 ABC Fuels a fictitious company in the petroleum industry
demonstrates the SVC battlefield. The supply chain begins with Vellug. Boidiacies '
extraction/transport on a GSC and ending with a customer at a s w;f&—] Bl e T Lt ey
s 2~ A . ’ D 2 Costs = 5¢
fuel pump. The base fuel cost = $ 1.25+ABC’s margin is 20c/Litre ¢ — - ‘ —
M mse | Rovene [tk ooivry [ s ocation: £1 | amanne
O ABC occupies the high-risk silo of buying crude, refining itto spec. 7 | _} stocks inventory and poor QoS ‘ondc:stumyr
It then owns the entire inventory of fuel. It outsources fuel J Wit ||| Scheduing ] 5008 FUEL |77 AR
transportation to ANDY’s tankers who manages the demand o Proc®2* | Production g r:rluco‘_: y R —
schedules transportation, delivers fuel to the pump owner MR | S "»Ew“ Hocessites ----—j_.i----f-} talviie i
SINGH. ANDY charges a 20c profit margin for this service. é’ People il Fobaeh I m;“,j',,":;’;: ’;7,‘:;'.', is with Mr
= sta L
U MR SINGH owns the pump. He pays for and then sells the fuel for % . ' ABC Andy's tankers | Mr. Singh New Manage
a margin of $ 20c. He also retails a variety of supermarket g e o] §eoprong [l
necessities at high margin and makes another 20c = (20+20)= 2 |;"'_“"' Owns Trocks Ownsthe
40c. His only risk is to pick a good location & provide a high QoS 7 || structure sl o g::eéﬁf:;" f’&:m |
U ABC owns all the risk including marketing & branding costs, main m m m gﬁ m
inventory + inventory in transit costs, delivery risks, scheduling : s ~
. . Primary Activities v
delays, managing the large corporates who buy their fuel from Mr
Singh’s pump. 1A TS0y3Inessbinnacis ¢ 03

U ABC FUEL cannot allow the primary business to be hijacked downstream by the retailer who takes none of the risks, incurs none of
the costs for marketing or customer service, but still pockets the highest profit by launching a lucrative retail business on the back of
the core product fuel. The highest margin with lowest risk is earned by someone else downstream. This is not sustainable.

U It leads to a vertical segment invasion between the supply chain partners. ABC Fuel as the largest entity invades the transportation
and retail silos of the GSC/SVC segment. They brand the operation as ABC Fuel end to end. ABC then outsource the transports
(trucks) to ANDY but retains the scheduling so that ABC can control the delay risks. ABC owns the Petrol Pump and leases it back to
Mr Singh. They share the profits with him. ABC claws back margins from the transport and retail silos. Coincidentally ABC outsources
the sourcing of crude, refining and stowage at the Tank Farms to Shell or one of the major oil companies as non-critical activities.

U Each GSC - SVC could have equally big players. The Petrol Companies are not the only big companies. The trucking conglomerates
and even the retailers might be massive national retail chains. The GSC —SVC battles then become a fight for the soul of the industry.
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Post-invasion Petroleum Industry [eliIgele]lglil[eicNe]aRigl=

/\ TBHlESINIESS BINNACLE . . - :
"°~°- _ GSC -SVC Boundaries outsourcing, invasions
Value Boundaries

*6(09\6 M = Margin /Litre
[ ?'\0&\
_ Stock outs || In transit The only risk Total Margin plus
Risks High crude || High Delivery is location £ % | costs paid by the
0N stocks inventory and poor QoS :: : end customer
LL Cost of fuel $1.25
—l ) Sells FUEL g ey
N Manufact || Scheduling +retail goods +75 cents = $ 2.00
Process : Taken over by ;
n Production ABG fuel + FMCG :
LL +Necessities el company
2 : : - takes the risks
\M/ Engineers | Drivers Mr. Singh is Lion share of the
0 People High wage\}| Outsourced to now :: profit is with Mr
i Staff Andy’s tankers | Part Owner : Singh
*§ Operator s
8 ABC ABC outsource Mr. Singh
< IP/CC outsources| Trucking to R t | gF |+ New producty Manage
+— Refining of | Andy ( but etails rue New fuels corporates
- . : . +Essentials
@) ] crude oil retains Oversigh
(@
2 ||  Infra ABC Trucks -ANDY || ABC owns
= structure outsources pump & leases
2 tank farms ||| GPS+ Tech it to Mr. Singh
Taken over ABC - 5SC. SVC
— T -
Inbound Core Outbound Mktg ADMIN value chain
Logistics Activity Logistics Sales CUS SuUP adapted &
- designed by
% Primary Activities %’ Allan Rodrigues
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Some Typical Strategic Value Chain (SVC)

Key activities by Hinterland Logistics-Shippers

adapted by Allan Rodrigues from Porters original Value chain
M3=3%Z | Costs=$Cl+C2

Value Boundaries
M1, M2, M3,C1 C2

M1=%X

I\ THE
BUSINESS BINNACLE
\_) O PINDIG YOUN TRUE NORTH

M2=8Y

2 p v
Risks etc TOTAL MARGIN =
IllllllllllllllllllllllllllllIllllllllllllllllllllllllllllllllll EEEEEEEEEER (X+Y+Z)_(C1+C2
Lean Agile Ops ||| Risk pooling
P Delay Manuf RFID track
rocess Modular Break bulk WH
Breakbulk WHs ConsolidateWH
Port Stevedores
People Pvt Terminal '
Operators (PTES) ;\r/loei?\cljin
-------------------- _"""" Cross-docks Reverse Paid by
Intellectual gatfj""f‘y hub Est?sot'iré‘;e“ 3PL, 4PL Ops Logistics the end
Capital enauium Al gorithm Transportation Buyback customer
EEEEEEEER Services g Algorlthm EEEEEEEEEEER GIOb Opt
Infra Sea Port VAFS Truck-Trailers
structure CT Terminal VALS Warehouses
Satellite Port Cross-Docks Data farms
"""" — n Admin
Inbound Logistics| GSC Core Outbound Mktg
Port Activities Activit Logistics Sales cIE
y Transportation Support GSC- SVC
Key: : e value chain
M = Profit Margin Prlmary Activities adapted &
WH = Warehouse designed by
VALS Value added Logistics Allan Rodrigues
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The GSC — SVC for a fine wine “Mmm .. | dare say

7R\ BUsINESS BINNACLE i ' the grapes were
,.m. a great vintage created lovingly over years e e
GSC- SVC designed by Allan Rodrigues ST SR R
| 1 GSCt Marketing ]
Select Pick Time [ 1. Make the wine Iﬁternati(?nal 1. Retail the wine strategy h
grape to harvest Il 2. Cellarit for markets markets Cust_omer
>-10 years 2. Brand Builging || 2 Brand Building service
AWAreNess Loyalty Call centre
O
v . External
\ [[Bear the cost || Winemaking cost RETAILER UNCERTAINTY influencers
\ of growing | inventory costs | [ /| WILLIT SELL? IS THE PRICE RIGHT \ ¥
PUSH SYSTEM : PULL SYSTEM END
/ CUSTOMER
SILO1 SILO2 SILO 3 SILO 4 SILO 5 T
Grower of Winery & International Retailer g/lktg-SSal_es —
Grape Cellar Distributors Super Market ust Service oromotions
Variety Bottler Eur - UK Chain Admin

U A fine wine with an international reputation fights on its brand. If standards are maintained, then the industry wide SVC of the wine
maker is protected e.g. St Emillion Grand Cru Bordeaux. They make the investment in growing, making and cellaring the wine
(PUSH System). There is no retailer uncertainty as the wine will sell if the external influencers and the price points are on side.

U Conversely a new wine from a NZ vineyard trying to enter international markets does not have the luxury of a great brand or external
influencers until it has made a name. If it is a bad wine no matter. If it is a really good wine, then its positioning is up for grabs. The
Alpha Males on the GSC will invade the segment and either seek to take over the silo making the most profit, either at the vineyard
or at the cellar gate, and then bring the influencers on side. This is the Strateqgic Value Chain battlefield of the Industry.

U There is another more intriguing possibility. A large player downstream could disrupt the wine segment completely. This happens if
a new wine region becomes popular for producing really good varietals. E.g. Hawkes Bay or Marlborough Region for Sauvignon
Blanc or Pinot Gris white wines from New Zealand. (See next slide for how this happens)
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AlPpNa 0 2 the spice-0 approa 0 s
@ BUSINESS/ [NNACLE
@XAD) rrioeic voun ug at do 3 do vou rea Y 3 A to
| have a major supermarket chain across the UK. | can’t be
bothered waiting for you to brand & build loyalty with wine
drinkers. My customers like New Zealand white wines. So, find
me what they want at the price point they want and make sure it
has a pretty label and catchy name and I'll sell them all ... and —_—
yes ... I'll find my own influencers | don’t need to market them
they are loyal customers in any case ... thanks .. Get on with it ..” \
3 . sm .‘OA
b N
! Kong
l’ \ 4 ¥ Universal
- . : . = SILO 4 St_l',ldIOS
Grower o ﬁ#t?i\ .mi'#fﬁfnﬁ Giant Retaiter | _SIEOTS
rower o y & Ll : Major Chain Mktg- Sales
Grape Cellar Distributors Super Cust Service
Variety Bottler Eur - UK e Admin

=)-USTOMER VOICE

| want a wine that is a
Sav Blanc or a Pinot
Gris, from New Zealand.
It must have a fruity
flavour, good reputation
pretty label, Nice catchy
name, affordable about
$ 15 - $ 20 and really
great for a bit of a giggle
with my friends

3

ehe vineyards now e The winery

have a Hobsons now disregards
Choice. Outsource its traditional
grape varietals to meet vineyards and
the specs of the Alpha looks for grape
Male or find their own varietals that
distribution and/or meet the specs
compete for shelf space or it goes Its

in the supermarkets. own route

19/07/2024

QThe Alpha

Male orders

to source the
wine specs
they want for

the distributors

their customers

0

Giant Supermarket Retail

Chain(Alpha Male) is unhappy that
the profits by the winemakers are
higher than its own on the GSC. It
hijacks the GSC for fine wines. Finds
out what its loyal customers really
want and drives the selection

process and the price point
volume economies .

to gain

allan@thebusinessbhinnacle.co.nz
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designed by

Allan Rodrigues
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BINNACLE

The Global telecommunications marketplace

at the birth of the technology revolution

An invasion will come from outside the industry attracted to any
competitive advantage that creates super profits.

““‘v A N ¢“' ‘..".
@ - "o, Long haul fibre optic carrier ’." ."'A
... ‘llllllllllllllllllllllllllllllllllllll‘» ‘

AN Satellite carrier I % ﬁ m

Birth of the __Em oaw m w - = ||, = o e e End
product = SN N P ‘ — ‘ =< S N ’ =< S N ’ Customer
Carriage data for g E=EET . E=EET e El=EETT s == & =" || Receives call

Phones & News :{‘: x..:. [t—g 1~ | :..‘: 15~ gl 30 | ::l'.: ,L..:. gt | .-_..‘]: ,L..:. e 08~ or data

Upstream Mid-Stream -Long Haul Carrier Downstream
First Mile Satellite Provider Fibreoptic Cable Last mile Carrier

At the birth of the technology driven global marketplace the giant telcos had a vice like monopoly on phone and data connectivity.
They owned the satellites for the long-haul carriage of voice and data. Prices for long distance calling was astronomical.

The introduction of fibre optic cable increased their monopoly as laying long distance fibre-optic cable underground was an
expensive and labour-intensive process. The telcos owned the long-haul routes and only outsourced the shorter ‘first mile’ and ‘last
mile’ connectivity to wholly owned subsidiaries or to small entities unable to challenge their control over the industry.

Globalisation and the and the opening of the telecommunications marketplace to reduce the monopoly of these global
telecommunications giants had no effect, as the barriers to entry in the industry were astronomical, due to the high cost of launching
satellites or for laying long distance fibre optic cable.

In the end the monopoly of the Telcos was destroyed by the most unlikely source. The Williams Group who had the largest gas
pipeline connectivity across continental America and Canada. (See next slide)
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And sometimes you don'’t see

P a pirate until it is too late
- . Disney
GSC- SvVC The Williams Gas Company Invades the Long-Haul Carriage segment by pictures
designed by blowing Fibre Optic cable through its disused pipelines across America
Allan Rodrigues
‘,..v - / ’..v e,
-, 4A&* "0., ’ Long haul fibre optic carrier .o’ "'-.
4_W i ....H‘IIlIllIIIIIIIIIIlll.lllll.llllllllllli» .A,
/0,@ | Satellite carrier l — —— | 5\7 ‘/22;
Birth of the WIS | ——— = e L End
product o g M ’ 1 ’_; I ‘ g || ; ‘ i__; ‘ Customer
Carriage data for - E=l=F = = =] e =l=F =T = o “!| Receives call
Phones & News :—-r‘:.. ,;1; — 1~ .:r._l I ::—i::. — -~ J (:'..l 2’1';—; ;;:. z = 1.-..—..4 xw ;l._.. ] 1 or data
Upstream | Mid-Stream -Long Haul Carrier Downstream
First Mile Satellite Provider Fibreoptic Cable Last mile Carrier
i i
I I wllllﬁ
| | Long haul natural gas pipeline l I ( ' ,’ams
I Gas extraction/ Production asseks I
o' n | l “h
‘ o ‘IlI:;IIIIII.IIIIIIIIIIIII.Illlllll’]l C I|nder/P|pe||ne dellvery
S ikt (| N = l End
pro | | = |_— = | Customer
Offshore gas - — s = = (M= f_ EES ;
Drilling/Production ||}|= ~ A g _E]_d'_ __| = __‘ ~ { Receives call
= e femis fe=) = is == s 1= == = ) or data
-\

Upstream First mile

\j l Mid-Stream -Long Haul Carrier l/‘

Downstream Last mile
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Why do we
exist?

1985

Core
Business

What business are we in
Who is the customer
What is important to us

I......................................*

=

|
= Fopter®s tiemm A h
- m-?'vbr-- A
X ir— R ool
\ g P05 SR
FRY
PN C oty
[

U Our core business is the
transportation and delivery of natural
gas to both business & retalil
customers

0 We seek to own the energy market
share of business & retail customers

19/07/2024

2014

What business should we be in?
Who should be our customer?
What should be important to us

& retail customers

U We seek to own the access all gas and

e
a

Q4 Our core business is the transportation and
delivery of all pipeline services to business

communications services to our customers.

U We seek own the access to our

customers premises

allan@thebusinessbhinnacle.co.nz

W05

Williams Group a gas company invaded the SVC of the

Telecommunications sector by changing their business model

\\Z
NO 2 et

&5 .(\d%

(3‘5(3\0,‘ 2™

~

By 2022 Williams Comm
grew aggressively
amassing massive debt
building a 50,000-KM
fibre optic network
connecting 125 cities
globally creating so much
overcapacity that it sunk
prices and resulted in
bankruptcy especially
after the pandemic. They
emerged from bankruptcy

in Apr 2022. .

GSC- svC
designed by
Allan Rodrigues
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Traditional Fire and General Insurance GSC - SVC
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Sharing information and risks on the GSC

RISK
e D o UW designs the QR finds the °

CUS asks for insurance
Insurance product  For an asset - Agrees
that suit a I’egion. The that best suits and to pay a small excess
UW is the expertina  passesthe risk up. CUS shifts asset risk
regional market  BR services the CUS  to the insurer through

keeps no risk. Passes Claims etc the broker
the risk upstream.

RETROCESS (RC) is a RE accepts the risk and .
Global Reinsurer who distributes it across a region. Insurance  products

accepts and For major risks like
redistributes major earthquakes, flooding, fires
catastrophic risks, it shifts the risk to a Eury

Earthquakes etc bigger
RETROCESSIONNAIRE

ol RISK . RISK RISK
MAJOR RISK DISTRIBUTION = | SHIFTING NEUTRAL
DISTRIBUTION .
UNDER
RETRO < REINSURER WRITER INSURANCE CUSTOMER
CESSIONAIRE(S) (RE) (W) BR(gg)ER
| | |
-su_04 SILO 3 : SILO 2 SILO 1
usually charges a THE RE takes the rest of Underwriter R aEEEs S i \.__\‘
separate premium e.g. | the premium less charges a L [ END CUST i
Earthquake LEVY, or commissions for commission (15% to 20%) of i Pays 100% of the 1
Flooding LEVY etc. distributing the risk (15% to 40%) the premium Nl Al J
GSC- SVvC
value chain
adapted &
designed by
Allan Rodrigues SHARE OF PREMIUM
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Fire & General Insurance Industry

The Traditional Industry Value Chain

SUPPORTING ACTIVITES

. M1 Cost

| M2 Cost | M3 Cost

c1 ;
.+ Mark up + \+Markup -+ \_"‘Mup + Cost | + |
pe 1 El Al 5[ :l
Reporting and Analytics
| =T 3| I |
Third party data and service provisions
2. T f -
Channel l — Under _ Policy Claims
Sales ate/Quote writing Issuance processing
I v :
: . Billing |
Actuarial
: Analysis [ Commission ]
Policy Creation s Ul oo oo o +
Form désign management aé\d prlntlns : %
1= ; 9
- — . 3 |k
SALES || reEINSURER .| [BROKER] SERVICE

PRIMARY ACTIVITES

19/07/2024

Original adaptation of Porters Value Chain
by Allan Rodrigues, 2017. (The value
Chain Approach to the Captive Industry )

allan@thebusinessbhinnacle.co.nz
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P — The traditional insurance operations viewpoint
A “Competing Global Supply Chains” The GSC - SVC conflict

Fire & General
Insurance GSC 1

Y
’

REINSURER UNDER INSURANCE
WRITER BROKER

SILO 3 SILO 2 SILO 1
RETRO :
CESSIONAIRE(S) :

|

|

|

|

COMPETING SUPPLY CHAINS | I

:
|

|

g
=2z

UNDER INSURANCE
WRITER BROKER

REINSURER

CUSTOMER

GSC- SVC E
adapted& :‘—————————’
designed by .

Allan Rodrigues
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??f'ﬁ?!ﬂ.ﬁ%?.g,‘,NNACLE The F & G Insurance GSC - SVC conilict
el Segment invasion by the Underwriter / Reinsurer

U The Underwriter typically designs a product for a
country or region. Its selling point is its local RN, (3 .
expertise. It has a stable of reinsurers that it uses. : P oimiebiadedo oy St

INSURANCE

BROKER » USTOMER

&~

the supply chain of the Underwriter for a typical

U Independent brokers (IBRs) represent a threat to i? REINSURER [::> x:ﬁi’;

H i .
insurance product. IBRs tend to shop around for uo3 i |swo2| 1 et i
the product that suits the client on other supply . : g
chains. RETRO ! !
| CESSIONAIRE(S) ‘ ! A !
QO Likewise, the Reinsurers/Retros may design s COMPETING SUPPLY CHAINS i
insurance products that they may then ask the | | = & Gene ! V i
Underwriters to ‘Front’ for them. The UW may v 4 '
rebrand these products and ;launch them as one N - i
of their own. A REINSURER E> v‘;::’é’; I '"::g::gs
U An independent broker or a customer might SILO 3 SILO 2 SILO 1 ,'
choose to stay with the product or leave. The : s —
reverse also is true. The product might be a good
one, but if claims are serviced poorly by the GSC- SVC value chain adapted &
broker of even the UW, the customer may leave. designed by Allan Rodrigues

U The Underwriter (UW) therefore invades the segment boundary and silo of the insurance broker and rebrands it as the Underwriters
own brokerage. This ensures that the customers are locked in with their supply chains, as the brokers are all ‘in house’ employees of
the UW. (AIG, AON etc are all UW firms with their brokerages).

U Conversely the Reinsurers if they are unhappy with the loss ratios, or in the manner in which a product is fronted by the UW, might
well invade the segment of the UW and then outsource non-essential or non-critical activities to other smaller entities, This is the
segment invasion on the Strategic Value Chain empowered by information sharing on the Global Supply Chain.

O An extreme example is when the customer decides to enter the GSC —SVC and launch its own CAPTIVE INSURANCE COMPANY.
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\ TBlelSINESS BINNACLE Enter the Dr.agon
The Customer launches a Captive Insurance Company

UNDER x INSURANCE GSC- SVC

- BROKER value chain
MAJOR RISK LUSTES adapted &
DISTRIBUTION ; ) designed by
\ RISK . RISK « RISK Allan Rodrigues

DISTRIBUTION . SHIFTING J ~ NEUTRAL

RETRO CAPTIVE INSURANCE
CESSIONAIRE(S) REINSURER SO CUSTOMER
SILO 4 | SILO 3 | /I [ =G5 ] I SILO.1 l

Backward invasion by the Customer

U In cases where the customer has major assets that run into millions/billions of dollars the premiums can be very large. A typical
market behemoth could arguably pay $ 20 m in insurance Premiums. If the claims are not commensurate with the premiums paid,
they invade the GSC-SVC segment and become their own insurers to become CAPTIVE INSURANCE COMPANIES

U Major asset owners then deal directly with the Re-insurer or Retro, shift the risk directly to them and retain the commissions that
they would have paid to the Underwriter and Broker. Instead, they INSOURCE their services by hiring brokers/underwriters.

U A captive company then builds a war chest from its retained commissions (usually around 30% - 40%) year upon year. Over time
they can take some of the minor risks themselves which reduces their premiums drastically. There are numerous advantages that
accrue provided they are disciplined, manage their loss ratios well and do not claim unnecessarily.

U The Captive becomes a value-added subsidiary. Successful Alpha males could typically then launch their own Insurance company
in competition with the local Underwriters to reinsure the assets of all their supply chain partners by locking them in.

a

U THIS IS A TYPICAL CASE OF SEGMENT INVASION FROM OUTSIDE THE INSURANCE INDUSTRY.
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The Customer Owned Captive Insurance Subsidiary

The Strategic Value Chain (SVC)

_[ Reporting and Analytics 1
[ . Third party data and service provisions ]
Channel Rate/ Under Policy Claims i
= Sales . Quote I writing issuance . processing
- ¢ R B — AR 3
g 'l LA AR R R R R AR R R R R R LA R R R llll.....l'lll..
7 : . :
w JointActuarial Analysis
g Unique Policy Creation C
(o] Asset growth from unclaimed U
E premiums
8 Premium retention S
= to create weaith T
> Rent a captive o ~r
- Wealth transfer activities
O | | to trusts/heirs O
< Esoteric
L) Corecell risk cover Inheritance spread M
z *
5 | arrangements | Catastrophic risk Tax dedu:hon constructs BETTERASSET E
cover MANAGEMENT TO
o BUILD THE WAR CHEST OF R
Attract third REDUCE CLAIMS
& ralt:'su:;mpaﬂy Improbable EARNED PREMIUM SHARE
= risk cover - To settle or notto
» W | = BEGIN TAKING ON SHARE OF settle
Manage Unique RISK - USUALLY LOW RISK
Subsidiaries risk cover OR UNCLAIMED RISKS Toclaimor
notto claim

CAPTIVE SUBSIDIARY
CORE OPERATIONS
UNDERWRITING - BROKERAGE- CLAIMS SERVICE

PRIMARY ACTIVITES
allan@thebusinessbinnacle.co.nz
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Original adaptation of Porters Value Chain
by Allan Rodrigues, 2017. (The value
Chain Approach to the Captive Industry)
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e The strategic decision to insource or outsource
BUSINESS BINNACLE

v’ PG YOI TRUE NORTH Adapted from the original by Slack et al (2013:2022)

the actual killing
we outsource

Out-source the Activity , to the lions

No

A

Can we make
significant
improvements

The insourcing/outsourcing examples
yes of the Petrol companies fighting with
their brands but outsourcing the buying
and refining off crude oil to another
company, or the outsourcing of grape
growing to the vineyards are all

yes examples of how non-strategic
activities are outsourced on an SVC.

Is our performance
superior to the rest
of the market

No

Conversely the insourcing of strategic
Is our yes activities that lie in the silos of other

knowledge supply chain partners like Scheduling

special to us of transportation to avoid risks or

delays or the insourcing of

A Underwriters and Brokers in the

o Captive Insurance Value Chain

Is the activity - demonstrates the need for insourcing

strategic y critical activities on an SVC.

In-source the Activity
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R i e Innovation is either ‘Radical’ ‘R’ or ‘Incremental’ (1)

LYOUN TRUE NORTH

It has four dimensions (4Ps of innovation)

RADICAL INNOVATION Creates a disruptive change in the status quo. It creates dominance and provides
super profit , value or wealth that can impact on the dynamics of a marketplace and change an industry.
INCREMENTAL INNOVATION is an improvement in efficiency or effectiveness to create value and increase
earnings/value. Incremental innovation usually improves the product/service but rarely disrupts the status quo

A Paradigm Shift is Paradigm
usually radical | shift B

A new product or service
that has never been seen before \

A radical change in
Process Efficiency

Product/service
Innovation

Process
Innovation

An incrementally better designed
product or service
from the ones currently operating

An incremental
improvement
In process efficiency

Position
A radical change in Innovation An incrementally improved Adapted from
Positioning of a company Positioning of a company or Tidd & Besant
Product or service product or service (2020)
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N THE Adapted by Allan Rodrigues I N novation d riveS the SVC
,B,‘!j’,f_,':',f‘,,‘f_fls,‘g,'”NNACLE from Tidd & Besant (2020)

It can be Radical or Incremental

Williams Gas company .
fired fibre optic cables on their long-distance Pa;iciifl?m
gas lines to p;]rowde :\elglf:?mmun_lcgtlons and e
eEEE AT =R L ‘r/\1> radical but now provides

incremental improvements in its
Windows Operating Systems

N 6/" N

1st Gen iPhone

Greater Ormond Paediatric /

surgeons used the FERRARI
FORMULA 1 racing pit
processes to improve infant
mortality in surgery

smart phone
changed the
market

XP > Vista > w10 W12

Rd CO 'NNOVATION -ﬁ-@

Process Product/service
Innovation

Innovation

Fiji water

,? Cross docking
eO}' Radical service
C
/4 : method for GSC
Bgusch &.L.omb s efficiency
Tata Nano produced a radical : r?rglr%alggj ItBIer]]: T(I)f t
positioning in price to open up : @ Position laser surgery lenses
the low-end market for cars : i
ata Nano Innovation
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The historical Antecedent by Porter (1985:2008) & todays customer

Competitive Advantage in the Global Market Place

O Michael Porter was the first to determine how successful firms compete to create sustainable competitive advantage as a
source of above average profitability and wealth. He described three competitive advantages: namely
O (a) COST, (b) DIFFERENTIATION & (C) FOCUS.

O In COST LEADERSHIP a firm would position itself as the lowest cost producer in its marketplace using volume economies of
scale and scope to offer the lowest price and command market share with a large customer base

U DIFFERENTIATION strategies required the firm to be unique in its industry, in ways that were valued by its customers. The logic
was that Product Innovation leadership and unique features would attract premium prices.

U FOCUS. The firm focused on a narrow segment in an industry to tailor its products or services to specifically meet those needs.
A firm could be cost or differentiated focused on a specific need of that segment.

Competitive Scope

19/07/2024

Broad

Narrow

target

target

€ Competitive Advantage =

Lower Cost Uniqueness
COST DIFFERENTIATION
LEADERSHIP LEADERSHIP
COST DIFFERENTIATION
FOCUS FOCUS

allan@thebusinessbinnacle.co.nz

The customer today

Sorry | want it all
I'll have the best
quality and the lowest
price as well

FIGURE IT OUT

Adapted from Porter, M.E (1985:2004) .,
"Competitive Advantage". The Free Press. New York.
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%SMSS i The traditional route to competitive advantage (CA) has
@ AP

since morphed into a number of key drivers

\T/\;ieg:?é rf:a Wealth generators O There are more recent avatars of com.pe.titive adva.ntage uged
extensively in the market. Local descriptions prevail, but since
cporsiona (@VRP  supomae | AL e s meracn s
Efficiency ~ @ s it Sustainable J '
4 Is it Appropriable O OPS EFFICIENCY. Rather than lowest cost, Treacy and
IPPTITTIT . Wiersema identified a ‘horses for courses’ customer driven
Customer approach of cost based on customer need. Lean-Agile GSCs
intimacy o Create wealth ™ take this further to provide the ‘DIFOT’ highest quality of service,
Competitive - for the 1 efficiency (agility) at the lowest cost.
Advantage P y
shareholders «
U CUSTOMER INTIMACY. To drive value from intimately
Product / IRRALITE understanding the needs of the customer.
leadership =
U PRODUCT LEADERSHIP. Broad ideation funnels to develop
! RADICAL & INCREMENTAL INNOVATION. Product leaders
N change the marketplace. The GSC-SVC interface takes this
System | further towards dominance of a macro environment.
lock in S
e H 0 SYSTEM LOCK IN (SLI) . To lock in customers in ways that
ensure that they stay with the firm by increasing the barriers to
exit. SLI works best when the customer voluntarily stays put with
the firm. Typical SLI examples include Gillette low-cost razors but
e st_aff a high cost of blades, or Adobe, Microsoft 365 Netflix using
ELETHEN. | subscriptions rather than one-off sales.
Adapted by Allan Rodrigues from T O KEY STAFF RETENTION. CA does not work if they are not
« Treacy & Wiersema, Value Strategies \ supported by a talented work force able to manage continuous
« Hax & Wilde Delta Model "HEY, THAT'S NOT FAIR." change at the coalface of business

» Steve Jobs (various fora)
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From competitive advantage to dominance
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(M~ e Rewriting the rules of competition in the 215t century

Rule Writing Dominance Adapted by Allan Rodrigues from the
Raise Entry original by Robert M Grant (2020)
Barriers
U The convergence marketplace of technology and
Al driven business converts information into
@) Virtual Industry knowledge instantaneously, making it possible
5) Monopoly Dominance for market entities to avoid competition
®) altogether.
%) : Rate of Return
8 Ba?gualilr?ing Microsoft, Facebook Dwarfs the Q The cur.rent model .s.trives for dominance.. Rather
T Power Amazon, Walmart Competition than using the traditional route to competitive
[ Nestle, advantage market behemoths use knowledge at
O the GSC-SVC interface to invade the value
% boundaries of their own and other industry SVCs
S i where synergies can be obtained.
2| loperationa Business Strategy |gate of Return
®) Efficiency > O The current grand strategy of the dominant Alpha
':,: Competition is to raise the barriers to entry to any new
oY Customer entrant, force legacy competitors to exit the
©) intimacy _ _ business or become value added resellers
= Competitive Is it Sustainable (VARS).
N Product Advantage Is !t Profltab!e
o leadership IS itappropriable | o g ability to bring to bear unlimited resources
<
= | through the LEAN AGILE GSC allows these
o System Alpha Males to overwhelm the competition.
=24 | lockin Toyota, Zara
Rolex, Rolls Royce O They create virtual monopolies, build gigantic
Key staff Alibaba bargaining power to rewrite the rules for
retention competition in their favour
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At the start the GSCs and SVCs are a subset of

special knowledge eco systems across the globe

THE
@ppswiis  BINNACLE
These specialist attributes create value on the Strategic Value Chain
Alliances on the chain

A Trend towards networking

The spatial advantages of labour J

Service separate from Operations | | Operate multiple supply chains
- Europe spa

A focus on global service

High paying
Consumers
us “
CANADA W UK EUR
High end Formula 1 A
Consumers \ erospace Japa.n
[ Precision
US tech
knowledge
hub Taiwan
P - Chin
EAST WET PENDULUM GSCs
' -~ Software ' _
\ - KMO " /AD|s|pIays
— v X ppliances
India \ P ‘
Manf oL
. Philippines
B Global North A Call Egntres
tech
. Global South
AUS / NZ
Primary
Industries
» /'
NZ Video/
Film tech

+ add on Carbon miles to market
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Porter’s original competitive advantage of nations

[ THE .. T . "
@ A T \CLE adapted to Competitive Positioning in the 215t century
adapted by Allan Rodrigues 2022
Governance Tech Nous &
@ model INNOVATION in?rzlstrt?clzjtire

v

POLITICAL National Advantages of Location, Expertise, TECHNOLOGY
ENVIRONMENT Skilled Labour, Capacity & Infrastructure ENVIRONMENT
Subspecialists Access to global markets .
Sub-contractors Market competition
Economic _ ?Ollocated Production Market efficiency System of
Policies within easy reach Factor Conditions jurisprudence
Ecosystem of Internal
ECONOMIC Supz,orting NATIONAL competitive LEGAL
ENVIRONMENT s COMPETITIVE landscape ENVIRONMENT
ADVANTAGE
Social capital
Social Media impact Internal Demand é
Conditions GREEN/
SOCIAL SUSTAINABILITY
ENVIROMENT Home markets demand for an ENVIRONMENT

industries products and services

o smmibion b b eim o

U Countries do not have competitive advantage. It is innovation that drives competitiveness. Incremental innovation makes
industry efficient. But it is Radical Innovation that shapes industries and rewrites the rules that make a nation great. °

U Porter’s mantra must accordingly be read in conjunction with the PESTLE analysis of the macro-environment of the nation
and its sources competitive advantage that might range from Location, Expertise, Culture, Morale and Governance. But in
the end, it is the competitiveness of its businesses that drive the economic lever that creates dominance.

o

The PESTLE directly impacts on the RADICAL and INCREMENTAL innovation that drive Production Factor conditions, the
eco-system of its supporting industries, its internal competitive landscape and the need for a large home market that
mitigates the risk of building capacity to export to the world
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The ‘Five C’ analysis for assessing strategic alliances

S\ BUSINESS BINNACLE _ - —
KAD) rrioeic voun rave mortw adapted by Allan Rodrigues from the original 4Cs by Brouthers, Brouthers & Wilkinsons 1995

0 COMPARATIVE SIZE. Does not mean both partners must be of equal
size. Size is in context of the specialist services they offer. A small player
fits well into an alliance if it has a sizeable presence in its market, or area
of expertise

Comparative
Size '
0O COMPATIBLE GOALS. The goals of the partners must be compatible
with the strategic direction of their own organisations and with each other.

Cooperative Compatible This is one of the main reasons why alliances fail.
Culture Goals

U COMPLEMENTARY SKIILLS. Alliances based on the size of the
contribution by each partner (monetary, assets or other value adds) is not
enough. Alliances work best when each partner makes a real contribution
of its experience, core competencies, access to markets, customers,
capabilities and key assets. TRUST DRIVES THE ALLIANCE

Commensurate Complementary U COMMENSURATE LEVELS OF RISKS must be borne by each partner

Level of Risks Skills based on the size of the reward. Risks must be shared for the alliance to
work. If not one partner might hold back or delay or hold back actions to
preserve its assets and let the other take the risk.

0 COOPERATIVE CULTURE.. Poor chemistry, abrasive interactions
between partners based on relative size can be avoided and even
managed. Incompatibility however cannot be overcome. Partner firms
should concentrate on why they make compatible bed fellows instead.
This is the challenge that each party must address.

https://www.thebusinesshinnacle.co.nz/services/strategic-alliances/
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Problems with partnering

Painter’s stages of development

Decide the exit policy
at Norming on how
value, costs,
liabilities, assets
customer access are
to be shared or

EXIT POLICY ’

REFORMING/
. TERMINATION

Assemble talent

Structure the alliance
Allocate responsibility
Decide skill boundary

Set up communicatiol

19/07/2024

distributed. ' .
: ~ PERFORMING
: N\ LT Reforming again
NORMING J Set new norms
\ 4] High performance Termln?tmg
STORMING \ _ Meeting milestones Exit policy
Standardise procedures High morale 4
T Develop new culture

Joint responsibility

Frank discussions
Performance measure

Conflict resolution
Culture differences
Working relationships

©
5%
Cg, ¥)
—:5 j\ Sg Adapted by Allan Rodrigues from
’T‘ Painter et al (1997 2024).
»
allan@thebusinessbhinnacle.co.nz 41



THE
) BUSINESS BINNACLE

NG YOUN TRUE NORTH

GLOBALISATION & MARKET SHARE
Entities “Racing for the World”
[ I
Building Reach Il Plugging skill
Critical Mass new markets Gaps
||| ,

CO-
SPECIALISATION
ALLIANCE

CO-OPTION
ALLIANCE

INTERNALISED
LEARNING

WWWWWWWWWW

Build new
Competencies

Create new

Build a nodal position

Protect the pipeline Opportunities

INNOVATION & TECHNOLOGY
Entities “Racing for the Future”

19/07/2024

The Alliance Advantage ‘Co-opetiton’ Versus ‘Competition’

adapted by Allan Rodrigues 2020 from the original model by from the Doz & Hamel 1998

Doz & Hamel’s 1998 in their seminal work built
the alliance advantage model that has morphed
into several adaptations since. The logic of the
model is that an alliance consists of :

O ENTITIES RACING FOR THE WORLD or
market share and dominance, and:

U ENTITIES RACING FOR THE FUTURE driven
by innovation and invention.

They meet at three interfaces each with their own
motivations to build or gain something

U CO-OPTION alliances where one entity
develops a standalone product but needs
market or global access

U CO-SPECIALISATION alliances where both
entities need to join their respective core-
competencies to jointly produce a
product/service that they could not do alone

U INTERNALISED LEARNING where one party
seeks to build new innovative competencies
and the other tries to plug a skill gap. This
creates a ‘hidden learning agenda”
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i amemmmeeennl [ he Alliance Advantage ‘Co-opetiton’ Versus ‘Competition’

) B) raniteric v
VC !

adapted by Allan Rodrigues 2020 from the original model by from the Doz & Hamel 1998

GLOBALISATION & MARKET SHARE
Entities “Racing for the World”
||| L211) oIS & At its current stage
I ||| A GBIl R ETE Global dominance
Building Reach S/Ware
Critical Mass new markets —mm mm m
||| Microsoft
A
I
||| |
I l
HIDDEN \
SOHOETION SPECIALISATION I LEARNING !
ALLIANCE Il \
ALLIANCE AGENDA \
I ‘-.
I ! :
T
1 3y
||| | ; Microsoft
v
M

o L At the start of its
Building a nodal position Creating I 1B S/Ware journey
Protecting the pipeline New Opportunities ||| It worked for IBM
IBM is currently
l A tech innovator
INNOVATION & TECHNOLOGY
Entities “Racing for the Future”
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o Strategic Alliance — Advantages, Pitfalls & the Hidden Agenda
BUSINESS BINNACLE

et eastebncid adapted by Allan Rodrigues 2020 from the original model by from the Doz & Hamel 1998

GLOBALISATION & MARKET SHARE

COOPTION ALLIANCE are easier to manage. The global
Entities "Racing for the World”

P player acquires a product for a price e.g. HP or Dell buys
l [ IBM begns as an Intel chip and uses it on its a PC/Laptop. The Global
A global hardware . .
OPTUS Roach | entity has the market reach that the innovator needs.
Building eac IBM
Critical Mass N new markets * ™= == == = = = m—y—
Microsoft

\ A 4 I Y The Intel has to protect itself, or it will be replaced by a
& competitor. It uses investment in research and

development to build upgrades making it difficult to be
replaced easily.

CO-
SPECIALISATION

CO-OPTION
ALLIANCE

e e
-

I

|

¥ LEARNING
l  AGENDA
I

I

|

|

ALLIANCE

CO_SPECIALISATION ALLIANCES are difficult. Each
partner has a skill that must be combined with the skills of
the other partner. The difficulty is that the staff at the
NicieoR coalface are loyal to their own organisation and chain of

LD e

e
o o

¥ 1
FOX T OPTUS }

Building a nodal Sinaiiig | IBM g«.l{?;r:l;?.;; .;s command. The key is to make them loyal to the alliance.
position New I IBM is currenty 't Worked for 1BM ) ) ]
Protecting the pipeline Opportunities N et it Examples are Optus provides satellite carriage for News
INNOVATION & TECHNOLOGY and Sports and Fox (SKY) DTH provides the last mile to
Entities “Racing for the Future” the home.

U There is a HIDDEN LEARNING AGENDA as learning is internalised especially with CO-SPEC alliances. Each party learns the
others business over time and seeks to replace the other.

Q4 In CO-OPT alliances the Global entity looks for another player that is better/cheaper. To protect itself the innovator must invest
in R & D and knowledge to be ahead of the knowledge curve or die or be replaced.

Q4 In CO-SPEC alliances segment invasions are common. OPTUS SATCOM .a long-haul telco provider entered the last mile of
the DTH business in direct competition with FOX(SKY). . Likewise, Microsoft which was an innovative software provider to

IBM with a global reach but became a Global Behemoth itself. IBM then became an innovative hardware provider racing for
the future to support the needs of the software industry. A reversal of roles.
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), BUsiness BINNAcLE The ‘Five C’ analysis for assessing strategic alliances
Z adapted by Allan Rodrigues from the original 4Cs by Brouthers, Brouthers & Wilkinsons 1995

0 COMPARATIVE SIZE. Does not mean both partners must be of equal
size. Size is in context of the specialist services they offer. A small player
fits well into an alliance if it has a sizeable presence in its market, or area
of expertise

Comparative
Size '
0O COMPATIBLE GOALS. The goals of the partners must be compatible
with the strategic direction of their own organisations and with each other.

Cooperative Compatible This is one of the main reasons why alliances fail.
Culture Goals

U COMPLEMENTARY SKIILLS. Alliances based on the size of the
contribution by each partner (monetary, assets or other value adds) is not
enough. Alliances work best when each partner makes a real contribution
of its experience, core competencies, access to markets, customers,
capabilities and key assets. TRUST DRIVES THE ALLIANCE

Commensurate Complementary U COMMENSURATE LEVELS OF RISKS must be borne by each partner

Level of Risks Skills based on the size of the reward. Risks must be shared for the alliance to
work. If not one partner might hold back or delay or hold back actions to
preserve its assets and let the other take the risk.

0 COOPERATIVE CULTURE.. Poor chemistry, abrasive interactions
between partners based on relative size can be avoided and even
managed. Incompatibility however cannot be overcome. Partner firms
should concentrate on why they make compatible bed fellows instead.
This is the challenge that each party must address.

https://www.thebusinesshinnacle.co.nz/services/strategic-alliances/
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LEGAL, ENVIRONMENTAL

DOMINANCE
COMPETITIVE
ADVANTAGE

National Level Competitive Advantage & Alliance Advantage Model

The resource driven view towards the theaterisation of commerce

Strategic
Factor
Conditions

Internal
Competitive
landscape

Internal
Demand
Economy

Ecosystem
Of supporting
industries

GLOBAL ALLIANCE PARTNER (GAP)

An extension and adaptation by
Allan Rodrigues 2023 of the original
models by Porter (National CA) &
Doz and Hamel (Alliance Advantage

19/07/2024

“Racing for the World”

GAP REP
provides expertise in
Resources usmg_the
investment assets in the
region

CO-OPTION
ALLIANCE
Each provide resources

and investment to jointly
target a strategy

CO-
SPECIALISATION
ALLIANCE

One partner builds new
competencies the other
plugs a knowledge gap

INTERNALISED
LEARNING

-

R4

There is always a hidden
learning agenda that
must be managed.

. uoibal e Jo aosueulwop Jo} Buloey
(d3d) YANLYVC LH43dX3 TYNOIDIY

REGIONAL
COMPETITIVE
ADVANTAGE

SERIES
PART 4

FOLLOWS

o

Strategic
Factor
Conditions

Internal
Competitive
landscape

Internal
Demand
Economy

4171S3d

IVLINIWNNOYIANT VO

Ecosystem
Of supporting
industries

L

Over time one or the other partner
learns the other’s competencies. The
key is to be continuously relevant

adding new knowledge nodes

allan@thebusinessbhinnacle.co.nz
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L) Bsiness sinnacLe PART 4 — FOLLOWS

Global Optimisation of the principal Global Supply chains of NZ )

To restructure and realign the Global Supply Chain Assets and operations :
of the Key shippers, Gateway Ports , Dry Ports, Freight & Inland Hubs /

of New Zealand

A

0 DETERMINING THE RHYTHM AND CADENCE OF THE GSCs -SVCs

0 MANAGING THE TYRANNY OF TIME AND DISTANCE

0 TRANSPORTING RESOURCES ON TIME, IN FULL, WHEN NEEDED

0 MANAGING CONGESTION AND CAPACITY INVESTMENT UPGRADES

0 MANAGING STRATEGIC ALLIANCES AND SCORECARDING FOR PERFORMANCE

A topline presentation for C-SUITE Managers
By
Allan Rodrigues
Managing Director & Senior Management Consultant
www.thebusinessbinnacle.co.nz
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