
[image: image]





[image: image]








Copyright © 2020 by Erich Joachimsthaler

Cover design by Pete Garceau

Cover copyright © 2020 Hachette Book Group, Inc.

Hachette Book Group supports the right to free expression and the value of copyright. The purpose of copyright is to encourage writers and artists to produce the creative works that enrich our culture.

The scanning, uploading, and distribution of this book without permission is a theft of the author’s intellectual property. If you would like permission to use material from the book (other than for review purposes), please contact permissions@hbgusa.com. Thank you for your support of the author’s rights.

PublicAffairs

Hachette Book Group

1290 Avenue of the Americas, New York, NY 10104

www.publicaffairsbooks.com

@Public_Affairs

First Edition: September 2020

Published by PublicAffairs, an imprint of Perseus Books, LLC, a subsidiary of Hachette Book Group, Inc. The PublicAffairs name and logo is a trademark of the Hachette Book Group.

The publisher is not responsible for websites (or their content) that are not owned by the publisher.

Library of Congress Cataloging-in-Publication

Data Names: Joachimsthaler, Erich, 1956– author.

Title: The interaction field : the revolutionary new way to create shared value for businesses, customers, and society / Erich Joachimsthaler.

Description: First edition. | New York : PublicAffairs, 2020. | Includes bibliographical references and index.

Identifiers: LCCN 2020003216 | ISBN 9781541730519 (hardcover) | ISBN 9781541730526 (ebook)

Subjects: LCSH: Social responsibility of business. | Consumer satisfaction. | Customer relations.

Classification: LCC HD60 .J63 2020 | DDC 658.4/06—dc23

LC record available at https://lccn.loc.gov/2020003216ISBNs: 978-1-5417-3051-9 (hardcover), 978-1-5417-3052-6 (ebook)

E3-20200815-JV-NF-ORI






Contents


	Cover

	Title Page

	Copyright

	Introduction

	chapter one: The Interaction Field Model—How to Create Unstoppable Velocity

	chapter two: Revolutionizing a Company and Industry: Interactions Versus Transactions

	chapter three: New Consumers: How to Reach Them Given Rising Expectations

	chapter four: Framing and Branding: The Sociology of Gravitational Pull I

	chapter five: Innovation: How a Traditional Company Can Act Like a Start-Up

	chapter six: Solving Difficult Challenges: Reshaping a Complex Industry

	chapter seven: The Virtuous Cycle: The Sociology of Gravitational Pull II

	chapter eight: Superfluid Markets: Eliminating Frictions

	chapter nine: Delivering Customer Experiences: The Role of Brand in Business Strategy

	chapter ten: Velocity Versus Clicks—On Becoming an Interaction Field Company

	conclusion: New Ways Forward—The World Is Created Through Interactions

	Acknowledgments

	Discover More

	About the Author

	Notes






	Begin Reading

	Table of Contents







 Introduction

For most of my career, which spans four decades, the conventional wisdom about a company’s ability to create value was that it comes in the form of competitive advantage, differentiation, and growth, usually evaluated in terms of tangible assets, revenue, and profit.

In today’s digital age—characterized not only by networks but by data-driven technologies, including artificial intelligence (AI), machine learning, and, soon, quantum computing—we have to think differently about how businesses create value.

The “interaction field” describes a new phenomenon that is just emerging and can be glimpsed in a handful of wildly successful companies such as Alibaba, Apple, Netflix, Google, and Amazon. It can also be found in some traditional businesses, from farming to fashion.

Interaction field companies thrive on the participation in value creation by many different groups: the company itself, its customers, suppliers, partners, and other stakeholders—as well as other entities you might not expect to see in the mix, such as competitors, observers, independent researchers, and government agencies.

By participating in these interconnected groups, interaction field companies can achieve a kind of unstoppable momentum and wild expansion that I call “velocity.” It is a new form of multidimensional, constantly accelerating, explosive and smart growth that goes far beyond the traditional measures of sales increase, profit, or market capitalization.

Velocity sounds complicated, perhaps, but nothing’s uncomplicated in this era of disruption, so let me simplify it with a metaphor. If you live in New York City, as I do, you quickly learn about the power of velocity just from trying to get around town. If you step out of a taxi on the wrong side of the car at the wrong moment, for example, you may step into the path of an oncoming bus and be killed instantly. Get out the other side, and you risk an early demise from a bicyclist bombing toward you at top speed.

Now, that seems counterintuitive. A bike and a rider can be just as deadly as a loaded bus that weighs ten tons or more? For sure. The bus gets you with mass. The bike gets you with velocity. Most traditional companies are like a fully loaded bus. They thrive by creating enormous scale and assets, huge distribution networks, technology infrastructure, and big brands and reputations.

But then along comes a bike-like rival that has very little mass, doesn’t care much about conventional practices in the business, and has a much smaller center but enormous velocity—it either rushes past its competitors or mows them down.

The traditional company is like BASF, Deutsche Bank, Siemens, or Volkswagen in Germany; or GE, General Motors, or Procter & Gamble in the United States; or Santander, Iberdrola, or Telefónica in Spain. These companies are the incumbent leaders in their industries. They run well-oiled, well-optimized value chains or pipeline businesses.

Consider a simple comparison between a traditional restaurant (the bus) and a food delivery business (the bike). In New York, a fine-dining restaurant is a combination factory, retail shop, and service provider. It costs about $300,000 to open a relatively small café or fast-casual restaurant in New York, and up to $10 million to set up a four-star establishment. Whatever form it takes, the restaurant will be dealing with fixed costs, professional fees for interior design and identity materials, a long-term lease or mortgage, depreciating assets such as ovens and food-processing equipment, and, of course, administrative staff, kitchen employees, and waitstaff.

Contrast the restaurant business with a food delivery service such as Seamless, Postmates, Uber Eats, or the UK-based Deliveroo. They are solving essentially the same customer problem that the fixed-cost restaurant is: What am I going to eat and when? But these delivery services present a very different solution. They feature a number of food and meal providers on their app and take what is essentially a royalty on every order they deliver, typically in the range of 20 to 30 percent of the order value. For the most part, they don’t actually prepare the meals, so their costs are much lower than what’s required to open and run a restaurant. The operators do not have to purchase perishable foodstuffs. They don’t sweat out the long grueling hours. They don’t even have to hire or manage kitchen staff or servers. For delivery, they rely on a small army of cyclists, but don’t pay them a salary or benefits. Like Uber drivers, the bikers are freelancers who get paid a commission for every order delivered.

Delivery companies can grow exponentially, from nothing to hundreds of thousands of daily users in a short period of time. Deliveroo, in fact, is the fastest-growing technology company in the United Kingdom. Just six years after founding, the company brings in over $600 million in annual revenue. And, of course, it is considered a unicorn start-up, with a market valuation of more than $2 billion. Deliveroo has rushed past some of the hottest restaurant chains, such as Shake Shack, and brings in twice the revenue.

Velocity—multidimensional, constantly accelerating, explosive and smart growth—is what all companies must strive for today, no matter their size or how long they’ve been in business. It doesn’t matter whether the company is a start-up or an incumbent, a leading firm in an existing industry or part of a new and emerging category. So many of the business areas where traditional companies operate are being disrupted, disaggregated, and demolished by changing consumer habits, escalating customer expectations, and the effects of technology. The old business models cannot withstand or survive the torsion of these forces, but the new interaction field companies feed on them.

This kind of velocity is fueled by interactions. The more interactions a company can create among its participants, and the higher the quality or value of those interactions, the greater the velocity. As velocity increases, three things happen.

First, network effects kick in, which means that the product or service on offer becomes more valuable as more people contribute to it. Think Airbnb. The more Londoners offer their spare rooms or stately homes or canal barges to travelers through Airbnb, the more valuable the service becomes—greater selection, increased availability, more variety and choices.

Second is virality. As people find value in a business offering, they voluntarily become advocates for it and encourage others to join. When Joshua and John Hanlon were fifteen and seventeen years old, they started a LEGO YouTube channel, Beyond the Brick, featuring builders from around the world and their amazing LEGO creations. Today, the channel has over 530,000 subscribers and over 200 million views. Beyond the Brick has gone viral to the benefit of both LEGO and the channel’s users. It’s informative, exciting, attractive, compelling—LEGO people want to join up, contribute, share videos, and talk about what they’ve experienced.

Third, as the company applies human knowledge and artificial intelligence to the large amounts of data being collected in the interactions, a learning effect emerges. That is, the more information the product gathers and synthesizes, the more valuable it becomes. Tesla collects more data through sensors and cameras than other manufacturers, which enables machine learning in its autopilot software, which increases driver safety. Teslas get smarter as you drive them, and the more Tesla drivers there are, the smarter the cars become.

After researching these companies and several hundred more, I’ve concluded that none has fully captured the opportunities of an interaction field company. Airbnb has a long way to go in terms of creating learning effects, for example. LEGO and Tesla are just at the beginning of leveraging the all-important network effect.

When a company takes advantage of these three effects, velocity intensifies, the effects build on each other and reinforce one another, and a virtuous cycle is created, which further fuels growth and ensures sustainability. As the cycle grows stronger and stronger, the value created can explode. So much so that the company is able to create shared value for everyone in the interaction field, well above and beyond the benefits it brings to its direct users.

I’m here to tell you why the velocity created by interaction field companies is the most important business model to emerge. It is absolutely essential that traditional firms, incumbents, and start-ups build their competitive advantage on this model. There is not another one that can address today’s massive and widespread shifts in consumer habits and rise in customer expectations.

It does not matter whether you are selling retail, wholesale, or online from the basement of your home. It makes no difference if you sell forklifts, elevator systems, or megatons of soybeans to China. You may provide dental services in your neighborhood or accounting services to small businesses in your city. The shifts in consumer habits have impacted every industry and category.

One dominant change is sometimes referred to as the Amazon Effect. It originated with Amazon’s offer, some fifteen years ago, of free shipping on orders of $25 or more. That evolved into Amazon Prime, the subscription service that features free shipping (included in the fee) and two-day delivery. Same-day shipping followed, which turned into free delivery within a two-hour window, and then one-hour same-day shipping with a single click. Not only did Amazon Prime attract millions more customers, it encouraged customers to purchase many more items than they previously had. Amazon Prime has elevated expectations about customer service, such that a merely good experience can easily get you two stars and a bunch of online complaints.

No matter what customers buy today, they want everything at the speed of Amazon, with the accuracy of a Google search result, the ease and zero-click convenience of a Domino’s pizza order, the everyday low prices of Walmart, the personalization of Netflix, the charm of Singapore Airlines, and the availability and selection of Alibaba—whether they are purchasing a complex piece of medical equipment of a pair of sneakers.

Customers want companies to be responsive and human, socially responsible and environmentally aware. They want innovation and delight delivered to a world-class standard. They want security and privacy, as well as openness and transparency. They want the feel of a small local business with the capabilities of a global giant. A good share price would be nice, too, not to mention leaders that don’t get thrown in jail or jettisoned for fraud or bad behavior.

Quite a challenge! It may sound ambitious, and it is. But I’m convinced it is the best, indeed the only, way forward for businesses today.

Living in New York, I have learned that one can get glimpses of the future before it arrives. I have seen the buses and I’ve experienced the bikes, and I know that velocity is what success will look like.








chapter one 

The Interaction Field Model



How to Create Unstoppable Velocity

Before we explore the velocity phenomenon—what it is and how an enterprise, whether an incumbent or a start-up, can create, build, nurture, and maintain an interaction field that generates velocity—I need to briefly sketch out the two other standard approaches to value creation in business: the value chain and the platform.

The value-chain company is the classic, asset-heavy organization. It is structured as a hierarchy and has organized its key activities along the value chain from sourcing to design, manufacturing, marketing, and sales. Value is created through these activities and flows from the producer or company to the consumer. It has been the business model of the twentieth century and is like the fully loaded bus in New York traffic. In this kind of company, management wants to beat the competition and dominate an industry. They compete by accumulating and building assets and controlling them. They manage and optimize the pipeline—or a linear set of activities along the value chain—to target customers within well-defined industry or category boundaries, sell more to them, and maximize the experience curve, which means lower unit costs as production volume goes up. The value-chain company is a win-lose, zero-sum-mind-set operation. Success is measured in terms of brand equity, market share, cost reduction, profit per customer, return on equity, process speed, and a thousand other quantitative measures you’ll find at the back of the annual report. A value-chain company holds itself accountable primarily to its shareholders and investors.

While the value-chain model has many advantages (control and stability chief among them) there are also many drawbacks. It is a model that only scales linearly, leaves companies slow to innovate, requires assets and investments to grow, and uses resources—some of which are scarce, like water or certain minerals. Over the years, the value-chain model has been optimized, digitized, and globalized, which has also slowed these companies’ ability to adapt to changing customer behaviors or competitive challenges. (GE is today’s classic example and cautionary tale.) Extracting more value than competitors is as hard as pressing water out of stone. As a result, most companies that sought to create competitive advantage through the value-chain model have seen their rate of growth slow, their ability to compete become handcuffed, and their share price languish.

In the last couple of decades, we have seen the growth and now dominance of companies that take the second approach, the platform model.1 Most prominent of these is the FANGA group: Facebook, Amazon, Netflix, Google, Apple. Like the bike that is bombing down the green-colored lane between the sidewalk and the street, these companies are, above all, digitally driven, asset light, and quick to grow. With the exception of Apple, they began online and thrive there. They don’t want to accumulate assets if they don’t need to. They don’t want to own the pipeline or value chain. They freely and gleefully cross boundaries between industries and categories. They focus on the technologies and processes that enable online exchanges among interdependent groups of stakeholders. They feed on the data they collect from their customers and use it to grow larger still by selling more to more.

Success for the platform company is measured in many ways: Clicks and eyeballs. Average number of users per day or usage per user per day. Membership utilization rate, match rate, share of organic new users to paid new users, or customer adoption rate. Sales and royalties. Profitability per customer, capital hoards, share price.2

In one way, the value-chain company and the platform company are alike: They are both highly transactional. They are focused on a specific exchange, which is typically the provision of a product for money. The transactions are intended to deliver a direct benefit for the company and are largely structured and managed by the company. Apple’s platform is the App Store. It has over twenty million registered developers who write apps for the five hundred million visitors to its store each week. The store generates over $100 billion in revenue for Apple and makes the Apple iPhone as useful to users as a Swiss Army knife. In one common form, platform companies orchestrate and facilitate an exchange. They match riders with drivers, buyers with sellers, travelers with hosts who have an available room. Of course, great platforms do more than just matching—they develop experiences, provide ancillary and related services, and more.

Still, both kinds of companies, value chain and platforms, seek to maximize their own value. Creating value for a customer is really just a way to make money for themselves.

This is true not only in monster platform companies like Amazon, but also in hot start-up platforms, including overnight success stories such as Bird, the dockless-scooter-sharing company. Bird began in Santa Monica in 2017 and took off spectacularly. Within eighteen months, you could use your Bird app to pick up a battery-powered scooter in over a hundred cities nationwide and around the world, from Cincinnati to Tel Aviv. Revenues exploded so fast that Mark Suster, a venture capitalist at Upfront Ventures, declared that he had “never seen revenue growth this fast, ever.” By the middle of 2019, Bird was valued at $2.5 billion.3 As cool as it may be, Bird is just another example of a platform company—susceptible to displacement by look-alike start-up competitors or being crushed by a behemoth—because it has not created a multilayered participant field. It solves only one need: how to make short trips faster.

The primary advantage of the platform is that it scales more quickly than value-chain companies and at lower costs. If Marriott wants to expand, for example, it needs to build a new hotel or add a wing to an existing hotel. If Airbnb wants to expand, it merely needs to get more listings, which cost almost nothing. And as it adds more listings, Airbnb gets the network effects. That is, the service becomes more valuable to travelers as selection expands.

Not all platform businesses, however, can generate or benefit from network effects. Platforms like Uber, for example, do not get the velocity boost from network effects that Airbnb does.4 That’s because its demand is local and additional riders don’t add value for other riders. Sometimes it’s the case because platforms are easy to copy. Casper is a relatively young, billion-dollar online mattress company. Competitors proliferated, such that there are now 175 mattress companies, offering virtually the same service as Casper, and consumers can scarcely tell them apart.5 What customer is going to go viral with hot news about yet another online mattress company? To fend off competition, these platform companies try to scale fast, which can require massive investment—for example, Uber building its own fleet of vehicles—and lead to big losses. Some such companies seek to raise capital by going public, but investors aren’t fooled. Blue Apron, the meal kit company, went public in 2017 at a $10 price and with great expectations. Its share price promptly dropped to under $1. There are now over 150 meal kit companies in the United States.

Another way a platform company can stay ahead of the competition is to build an ecosystem that solves a broader set of customer needs than, say, transportation. An ecosystem is a way of providing adjacent products or services by collaborating with other companies or business units and sharing data generated on the platform. Uber entered food delivery with Uber Eats, and then built out the ecosystem to include Uber Health, Uber Freight, and Jump bike and scooter sharing. Warby Parker originated as a direct-to-consumer business for the sale of stylish eyeglasses at reasonable prices, then sought to evolve toward a platform and digital ecosystem as the go-to brand for eye health, with the provision of eye exams in its stores or online.

This evolution makes good business sense. For some platform companies, it will create value. Uber benefits from Uber Eats in a number of ways. It attracts more drivers to the Uber platform, because they can make money from Uber Eats when they can’t find a regular fare. It adds revenues that grow faster than the core on-demand transportation business. There are benefits for consumers too. It is much easier and more convenient to order services on a single platform than having to switch across many different ones. The risk is that there is a limit to how many platforms or digital ecosystems a consumer wants to interact with to access a particular service, such as food delivery. The answer is probably just one. This is what Barry Schwartz has taught us about the “paradox of choice.”6 Up to a certain point—which is different in different situations—choice is appealing, but beyond that point it becomes bewildering and anxiety producing.
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As an advisor to companies of many descriptions, I see how the platform model has addled the brains of value-chain company management. The traditional companies have watched as Amazon climbed the Fortune 500 listing and as little nothings like Bird go crazy, and they have gotten very nervous, understandably so. Just compare the traditional retailer Target with Amazon. In 2001, Target had a market capitalization of $31 billion; Amazon stood at $4 billion. Five years later, Target was about $40 billion, while Amazon was at $15 billion. Another five years later, Target was at $33 billion, while Amazon was at $85 billion. Today, Target is at $56 billion and Amazon is at about $907 billion.7 The scary part is that Amazon does not seem to be the exception. Apple has left Nokia and BlackBerry in the dust. Uber has become a $50 billion company, while the price for a New York City taxi medallion has plunged by more than 80 percent since Uber came on the scene. These platform companies and digital ecosystems are chewing up markets and disrupting categories that have been in place for decades.

A number of big value-chain companies—General Motors and Walmart, to give two examples—have tried to adapt. They usually make some kind of effort to go online, to achieve a “digital transformation” or build “user communities.” General Motors started Maven, a car-sharing service, in 2016 but had scaled back the effort significantly by the middle of 2019. It started Book by Cadillac—a car-swap subscription service where you could get a Cadillac for a fixed fee of $1,800 a month—but closed it soon after. Walmart bought Jet.com at $3.3 billion and then folded it into its e-commerce business after it got relatively little traction. It’s hard, if not impossible, for the big bus to become a bike or scooter. These companies have big investments in physical assets, such as stores and warehouses and facilities. They have long-standing, fixed relationships with suppliers, dealers, and business partners and are part of existing networks for infrastructure, logistics, technology, and payment. They have relationships with governments or other public institutions that are difficult to change or break. They have brand equity decades in the making, reputations to protect, and expectations to be filled. And they have organizational structures that are very good at protecting, defending, and perpetuating themselves.
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What if there was a model that would do more than benefit only the platform owners, digital ecosystem orchestrators, or investors? What if that model didn’t recklessly mow down traditional companies and everything else in its way? What if it didn’t thrive on the old notions of competition and disruption, but instead benefited, indeed fostered, collaboration, engagement, and cooperation with everyone—traditional firms and start-ups, incumbents and challengers? What if the model sought to make everyone a participant, and everyone a beneficiary, whether they were a platform participant, an ecosystem participant, or merely part of society at large?

The interaction field model does all of the above.

As in the platform model, the interaction field company builds on a digital platform, but there is a big difference. The interaction field company is intentionally organized to generate, facilitate, and benefit from interactions rather than transactions. It is designed to facilitate communication, engagement, and information exchange among multiple people and groups—from partners, suppliers, developers, and analysts, to regulators, researchers, and even competitors—not just the company and its customers. Unlike interactions that, say, match a buyer to a seller or offer a product in exchange for money, these interactions don’t always focus on just one outcome.

The individuals and groups in the interaction field are called participants because they do just that: they engage, share, contribute, comment, benefit, learn. They are not targets or partners for maximizing profits; instead, they actively contribute to value creation and can interact with each other through the interaction field.

As the number of interactions in the field grows—and the quality of the interactions is also important, as we’ll see—the velocity generated produces the three effects I mentioned earlier: network effect, virality, and learning.

A key distinction of an interaction field company, in comparison to both value-chain and platform companies, is that it builds velocity to improve an entire industry or solve a larger social problem. A ride-sharing company that moves into the autonomous driving space could build velocity in an interaction field that allows it to dramatically reduce vehicle-involved injuries and fatalities. Or a health-care provider can engage its interaction field to eradicate a specific disease or condition, which it cannot do alone. In contrast, value-chain and platform companies often “give back” by donating a small portion of their profits to philanthropic organizations or social initiatives, rather than by aligning their efforts toward eliminating specific social problems.

What is particularly powerful about an interaction field company is that it can create a self-perpetuating virtuous cycle. Unlike a value-chain company that is vulnerable to market conditions and competitors’ actions, an interaction field company is self-sustaining and gains velocity as its participants contribute to, improve upon, and expand its offerings and as the company attracts new participants to the field. This also means it can often avoid the kind of up-and-down cycle characteristic of value-chain companies.

The value-chain company must constantly engage in push-and-pull activities: push out their message and pull in partners and customers by signing up new members or subscribers. They pump investment into retaining current customers and attracting new ones as market conditions shift and customer behaviors change. In an interaction field, the company does not have to target customers and attempt to lure them in. Participants join voluntarily because they see the value for themselves and understand that the value creation strengthens as more participants come into the field. Velocity creates a gravitational pull.

Interaction field companies are now operating, or are developing, in all kinds of businesses and industries. Not only are start-up companies adopting the approach, but traditional value-chain companies and platform companies have been able to successfully move toward the model—although not through the kind of half-hearted “digital transformations” or cynical “user communities” I mentioned earlier.

Rather than trying to get rid of the pipeline or making ineffective attempts at digital transformation, these old-line companies are leveraging their assets (rather than dumping them) to build interaction fields around them. We see it happening in heavy industries like agricultural equipment (John Deere) and industrial metals (Klöckner & Co.), and in consumer businesses such as automobiles (Tesla, Waymo), health insurance (Discovery Health), cancer treatment (Roche’s Flatiron Health), action cameras (GoPro), appliances (Haier), pet food (Mars Petcare), and fashion (Burberry, Gucci).
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Maybe you’re thinking that the interaction field model is just an extension of social media and online e-commerce, amped up with artificial intelligence, robotics, machine learning, and some other technologies. Maybe you are thinking it is an extension of the platform model that was adopted by Uber when it started in 2009 and was then picked up by hundreds of other Uber-type companies—Wag and Rover.com for walking dogs, Sit or Squat and Flush for finding clean toilets, DoorDash, Grubhub, Instacart, and Postmates for delivering food—but it is much more than that.8 Interactions are the source of value creation for platforms and digital ecosystems.9 But when a traditional value-chain company seeks value from interactions, it’s a different and more complex story. The reason is because, when it works well, the power of mass (the assets of the traditional company, physical or intangible) can lead to extraordinary value creation when combined with the high velocity of interactions.

If you wish to create an interaction field company, you need to design and build the three elements that constitute an interaction field: a nucleus of participants, an ecosystem of partners and contributors, and a group of market makers that exert influence on the field, all of them linked through data.

The nucleus of participants is typically the company, like John Deere or GoPro, and the customers—anyone who contributes to the core interactions on a regular basis.10 The traditional company has already established a business relationship with the participants in the nucleus, which is the foundation of the interactions.

The ecosystem of contributors is composed of partners in the company’s business activity. But as part of the interaction field, data is shared between the nucleus participants and the ecosystem participants. Ecosystems in the interaction field are built on relationships that have been established over years. An example is the supplier relationship between Bosch, the automotive electronics company, and Daimler, the car manufacturer. They have a well-established supplier-buyer relationship based on the development, manufacture, and sale of electronic components for Mercedes-Benz vehicles.

The third group of participants is the market makers. These are entities that exert influence and enable the velocity in the interaction field. There are many types of entities that can be market makers, and the types differ from one interaction field to another. The US Department of Transportation, for example, regulates the automotive industry and hence is one type of market maker in an automaker’s interaction field. Consumers who could potentially be attracted to the field because they want to solve their transportation needs, but have not yet purchased vehicles, are another type of market maker in an automotive interaction field. Daimler has merged the Car2Go car-sharing interaction field with that of BMW’s DriveNow. Potential drivers who don’t currently use the offerings of these two companies are important market makers. The better the merged service is positioned to pull new drivers toward it, the more velocity the field gains. Market makers can also be entities such as research institutes, like the Fraunhofer Institute, or university researchers that develop automotive technology.
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Figure 1. Three elements of the interaction field





Velocity depends greatly on the market makers. Whether they are new consumers attracted to the field, competitors, government agencies or regulators, or participants in other platforms, market makers can significantly determine the success or failure of the company in creating value.

High interaction velocity is achieved when the three elements of the field work together to create network effects, learning effects, and virality. This leads to new shared and potentially enormous value for the participants in the field, the entire industry or category, and society as a whole. What interaction field companies can do that value-chain companies, platforms, and digital ecosystems can’t is solve a much more complex and diverse set of needs for consumers, while also addressing the intractable challenges of industries and categories as well as contributing to progress on major societal issues and concerns.
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The interaction field model is the business model for today and for the future. This is because we are in the midst of massive global change, disruption, volatility, and uncertainty. We are seeing that industry after industry, as traditionally defined—from steel to automotive to health care—has proved to be unsustainable when configured in the conventional models. Many companies are not built for the way people think and behave, or live and work, today. They cannot take advantage of the convergence and maturing of many available technologies that enable global connectivity. They don’t know how to bring disparate groups together to share and create value. They are relics of the past.

The interaction field company is the future. As you read, you’ll learn about some companies that come very close to being interaction field companies, and others that have started the journey, creating interaction fields and achieving velocity. We need to stop obsessing about the platform models and quit trying to replicate the Amazon approach. Platform companies came into being in the first big technology era, the web. Kevin Kelly, founder of Wired, describes the past two eras and the era we are just entering now:


The first big technology [era] was the web, which digitized information, subjecting knowledge to the power of algorithms; it came to be dominated by Google. The second great [era] was social media, running primarily on mobile phones. It digitized people and subjected human behavior and relationships to the power of the algorithm, and it is ruled by Facebook and WeChat. We are now at the dawn of the third [era], which digitizes the rest of the world. During this era, all things and places will be machine-readable, subject to the power of algorithms.11



The future is one of untold and unimaginable value creation and prosperity. But it is value and wealth creation with a huge difference from what we know today. It is not just about making companies more profitable or making the mega-rich into the super-mega-rich. Nor is it about reconfiguring an industry or category so it can continue to grow as before.

The future is going to be about creating value for everyone. It’s about an interaction field that transcends traditional industries and boundaries, a new type of company, and a new form of governance. It’s about entities that can solve the immediate challenges of people today and also the major social and economic challenges of the future.

To take advantage of this enormous and thrilling opportunity, we all have to make some shifts in our thinking and behavior.

Mind-Set. Forget the old win-lose, zero-sum, beat-the-competition point of view. Forget about disruption. The new mind-set is broader, more inclusive, more focused on problem-solving, value creation, shared wealth, and social benefit. Forget about the old ways, where companies built up assets, brought them all under one roof, leveraged them for domination, and focused on controlling and optimizing them. In the interaction field era, companies avoid owning and amassing tangible assets and instead seek to create interactions with ecosystem participants and market makers. They gather data, information, knowledge, practices, and processes, develop expertise, and cultivate values. They create products and services by accelerating interaction velocity across the field. Companies know they cannot control these interactions, nor do they want to. What they do want is to facilitate and enable them, and apply them in distinctive ways.

Operating Model. The “how” of the interaction field is neither aggressive nor defensive. It is not about attacking competitors, defending assets, preserving brands, setting up barriers to entry, or seeking protection for practices and markets. It runs on collaboration and collective engagement. Winning comes from sharing. Rather than pushing products and images out from the company onto the market, the company seeks to attract people and partners into its field through gravitational pull. Higher interaction velocity pulls in customers, competitors willing to collaborate, consumers to share data, and new participants to create shared value for everyone in the interaction field.

Company Structure. This is how the organization of the interaction field company is built. The goal is to build networks that bring in participants from well beyond the company’s traditional organizational boundaries and to enable and orchestrate interactions among participants. The structure is flexible, so that it can accommodate new participants of different types with different needs. The hierarchical structure—with layers of management, units and subunits, linear career paths, and management by decision trees—will disappear. This used to be an efficient way to manage a company’s resources and assets and to realize supply-side economies of scale. But, in the future, companies will organize themselves with external partners as a network—interconnected and constantly reconfiguring. In this system, the concept of agility takes on new meaning. While it typically refers to a set of practices employed to speed up organizations, in the context of interaction fields, agility becomes about creating an ever changing system of interactions among participants, adapting to changing needs, wants, and expectations.12

Goals. The fourth shift is in what we measure and what we strive for—how a company, industry, or society assesses value and value creation. Evaluation of an interaction field company has quantitative aspects, such as the number or frequency of participants. But the quality of the interactions and level of engagement are equally, if not more, important.

In the end, however, what matters most is how and to what extent the interaction field company improves the quality of life for its participants and society as a whole. What new and shared value is created that will make the future better?

So, as we evaluate the performance of a company that is trying to embrace the interaction field model, we should ask two fundamental questions: Does the company create value primarily for itself, or does it create shared value, prosperity, and wealth for other participants? And does it change how well companies, industries, and even countries solve the most difficult and intractable challenges of our society today and in the future?
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Once you’ve been able to make these shifts, you’ll see that what they all have in common is that they change the way you look at the concept of value.

In the value-chain model, the primary goal has long been boiled down to maximizing value for the shareholder. But shareholders in public companies do not generate knowledge or create value. Their participation is fundamentally transactional: purchasing or selling stock. They don’t have a particular interest in expanding the interaction field or building velocity. In the interaction field company, shareholders and investors matter, and everyone shares in the responsibility of creating value.

Finally, the new model is holistic. At the level of a country or society, it does not merely seek to generate “economic growth”—which has traditionally been measured by gross domestic product (GDP)—but also to contribute to economic development and solve human problems at the individual or global level.

Now, let’s see how the model can be deployed in a major, established industry: agriculture.
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