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Fragment

Articulation

Supply
Chain

Network

Structural Patterns & Examples

CRM

Arthritis

Network
Fragmentation

History

» A clumsy attempt to deregulate a large
monopoly.

Current Situation

» A complex network of independent
commercial entities, providing services to
one another.

» Several different regulators - each
responsible for a different aspect of the
whole system:
» safety
» customer service
» value-for-money

Is this Rail
Deregulation -
or Derailment

Regulation?
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Supply Chain
Fragmentation

Background

» A large retail organization.

Current Situation

» A complex array of suppliers
» producers

» processors

» intermediaries

» shippers

» A growing range of products, and
product variants.

How can this
complexity

be contained?

Should this
complexity

be reversed?

Post Merger
Fragmentation

Background

» An organization that has grown by merger
and acquisition.

Current Situation

» Pieces of the merged entities coexisting
under one roof.

» Fragmentation of systems and services –
including IT.

» Failure to achieve promised synergies –
including economies of scale/scope.
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What do these
examples have
in common?

Have you any
further

examples?

What kind of
approach is
called for?

Working
Pieces

Together

Repair

• Create new connections
• Tighten existing connections

– reduce interaction distance

– increase bandwidth

– promote trust

Refine

• Merge and simplify overlapping or
conflicting parts

• Discard broken or non-contributing parts
• Smooth rough edges

good
links …

… between
good pieces
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Utility
Deregulation

Background

» Large legacy organizations with regulated
networks.

Current Situation

» Demerger
» mmO2 (wireless business split from British

Telecom)

» Lattice (pipeline business split from British Gas)

» Service ReBundling
» Centrica / Goldfish

» Innogy

» Powergen

Working
Pieces Apart

Restructure

• Loosen existing connections
– increase interaction distance

– reduce bandwidth

– promote tolerance

• Insert and interpose interfaces

• Tease apart the lumps
– separation of concerns

– separation of responsibilities

good
links …

… between
good pieces
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articulated

fragmented

arthritic

connection

separation

Differential
Coupling

Traditional
Supply Chain

• Manufacturing - common view
of what is being supplied

• Single industry - focused on a
specific class of substances (at
various degrees of refinement
or granularity)

component

product

raw
material

product

Cars
PCs

Food
Oil

Inbound
logistics

Procure
ment

Demand
Forecasting

Plant
ware

housing
Manufac

turing
Channel

Sales
Distributor

Storage
Product
Delivery
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Supplying
Information
as well as Food

• Consumers want more information
about what they’re eating

– Organic

– GM free, Nut free

– Dolphin-Friendly, Bird-Friendly

– FairTrade, Boycott-Free

• Who are the consumers of information?

• The information becomes part of the
product (external specification). The
structure and mechanisms of the supply
chain remain invisible to the consumer.

raw
material

product

retail
product

catering
product

retail
industry

catering
industry

Value Net

Traditional Supply Chain
• One size fits all
• Arm’s length and sequential
• Rigid, inflexible
• Slow, static
• Analog

Value Net
• Customer-aligned
• Collaborative and systemic
• Agile, scaleable
• Fast-flow
• Digital

Source: Bovet & Martha, Value Nets
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Value
Creation &
Migration

Value Creation
• SuperService

– Speed

– Reliability

• Convenience
• Customization

Value Migration
• Value Proposition
• Scope
• Profit Capture
• Strategic Control

– Brand

– Hook

– Provider Relationship

– Innovative Design

– Low Price

• Execution

Source: Bovet & Martha, Value Nets

Conflict Scenario

 Fragmented
Supply Chain

• Goal: Rationalize Products
– Assess all products according to

some criterion.

– Phase out low-performing products
with higher-performing alternative.

• Goal: Rationalize Suppliers
– Assess all suppliers according to

some criterion.

– Phase out low-performing suppliers
with higher-performing alternative.

• Are these goals consistent?

• These two goals may
sometimes conflict.

• Challenge: how to hold
(contain) two different goals.

• Challenge: since the two goals
mostly coincide, there may be
resistance to the idea that
they conflict at all.
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Scapegoat
Railtrack

• It is not clear that privatization itself is
wholly to blame for the ills of Britain’s
railways.

• The problems that have beset the rail
network may stem more from the decision
to split the rail infrastructure - the tracks
and signalling - from the train operators.

• The complex structure represented an
attempt to introduce competition.

• And yet political lobbying ensured
protection against true competition in
several respects

– protected franchises

– regulated fares

Fragmentation
• 50 companies

25 franchises
• 12 contractors

2000 subcontractors
• Outcome: Railtrack had no

clear understanding of the
state of the network.

Loss of Knowhow
• Management cuts

Driver cuts
Passenger growth

• Outcome: “The net result
has been a collective loss of
memory on the basics of
running a railway.” (Chris Green,
former BR manager who now runs
Virgin Trains.)

Source: FT October 8th, 2001

Scapegoat
Railtrack

Railtrack

Prime
Contractor

Prime
Contractor

Prime
Contractor

Prime
Contractor

Prime
Contractor

Operating
Company

Operating
Company

Operating
Company

Operating
Company

Operating
Company

SubContractor
SubContractor

SubContractor
SubContractor

SubContractor
SubContractor

SubContractor
SubContractor
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SubContractor
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SubContractor
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SubContractor
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SubContractor
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SubContractor
SubContractor

SubContractor
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SubContractor

SubContractor
SubContractor

Strategic Rail
Authority

Health & Safety
Executive Rail Regulator

UK
Government
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CRM
Customer

Relationship
Management

Pitfalls

• CRM used as a sales tool

– I see you bought this, would you
like this – NO. GO AWAY!

• CRM fails to hide the organizational
mess that hides behind the call
centre.

• Anything that isn’t in their script
they are unable to handle.

• Call centre rarely seems
empowered

– Bears the brunt of complaints
they can do nothing about.

• Large companies seem to have
multiple unconnected call centres

– Only adds to the problem
rather than solving it.


